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Chairman Wyden, Ranking Member Crapo, and Members of the Committee: Thank you for 
inviting me to testify today.1  

I always welcome testifying before Congress on issues of importance to me and the nation, 
but I must admit that my presence here today is bittersweet.  U.S. preference programs, in 
particular the Generalized System of Preferences (GSP) and African Growth and 
Opportunity Act (AGOA), have long been so uncontroversial and universally accepted in 
Congress that committee hearings like today’s were unnecessary.  In 2018, for example, GSP 
renewal passed the House by lopsided vote of 400-2, and full committee hearings have long 
been unnecessary.2  That the program has now sat expired for more than three years, and 
that we’re here today as trade-watchers openly contemplate AGOA’s expiration too, is an 
unfortunate testament to the state of U.S. trade policy in 2024. 

As I and my Cato Institute colleagues have long documented, U.S. trade preference 
programs are far from perfect.3  Product exclusions, import limits, eligibility criteria, and 
complex administrative and customs requirements all limit the programs’ usefulness for 
foreign exporters, American importers and consumers, and U.S. foreign policy.  But the 
perfect should not be the enemy of the good, especially—as the last few years have 
unfortunately re-taught us—when the alternative is nothing at all.  And, as I’ll explain, there 
are strong economic, geopolitical, and moral reasons to continue—if not expand—these 
programs, especially today. 

The Economic Case 

Preference programs have delivered important economic bene�its for the people—here and 
in developing countries—participating in them.  The recent expiration of GSP provides an 
unfortunate example: according to the Coalition for GSP, for example, American companies 
between 2021 and 2023 paid almost $3.4 billion in additional tariffs because the program 
was expired.4 

 
1 The views I express in this testimony are my own and should not be construed as representing any official 
position of the Cato Institute.  
2 “House Passes GSP Renewal Bill by 400–2 Vote,” Coalition for GSP, February 13, 2018. 
3 Sallie James, “The U.S. Generalized System of Preferences: Helping the Poor, But at What Price?,” Cato 
Institute Trade Policy Analysis no. 43, November 16, 2010.  
4 “GSP Lapse Costs American Companies $3.36+ Billion from 2021 to 2023,” Coalition for GSP, February 14, 
2024. 

https://renewgsptoday.com/2018/02/13/house-passes-gsp-renewal-bill-by-400-2-vote/
https://www.cato.org/trade-policy-analysis/us-generalized-system-preferences-helping-poor-what-price
https://renewgsptoday.com/2024/02/14/gsp-lapse-costs-american-companies-3-36-billion-from-2021-to-2023/
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Meanwhile, UNCTAD estimates that AGOA saves U.S. importers approximately $250–300 
million per year in foregone tariffs (or $5-6 billion between 2001 and 2021)5—savings that 
these companies can use to expand their operations or simply pass on to their American 
customers. 

A few billion dollars in tariff savings arguably means little to a $27 trillion U.S. economy 
that imported more than $3.8 trillion in goods and services last year alone, but it is critical 
to the people here and abroad whose livelihoods depend on these programs.  Indeed, GSP 
bene�iciaries in the United States are predominantly small businesses: According to the U.S. 
Chamber of Commerce, for example, “The typical beneficiary [U.S.] company employs about 
20 people, and GSP saves them between $100,000 and $200,000 in duties.”6  Supposedly 
“small” tariff savings for them can mean the difference between eking out a small profit and 
declaring bankruptcy—especially given that, as has been widely reported, many small 
businesses have been forced to take out high-interest loans or lines of credit to cover new 
tariff costs. 

Consider the following examples: 

• A 20-person business in California selling travel goods explained in 2021 that it was 
facing the risk of closure because GSP expiration forced the company to change 
suppliers multiple times and pay more than $800,000 in tariffs.7 

 
5 “The African Growth and Opportunities Act: A Review of Its Benefits, Limitations, Utilization, and Results,” 
United Nations Conference on Trade and Development, UNCTAD/ALDC/INF/2023/1, 2023, pp. 6–7. 
6 “U.S. Chamber Letter on Generalized System of Preferences (GSP) Reauthorization,” U.S. Chamber of 
Commerce, April 16, 2024. 
7 “‘I Might Close the Company Once Our Lease Expires’ Due to GSP Expiration,” Coalition for GSP, August 16, 
2021. 

https://unctad.org/system/files/official-document/aldcinf2023d2_en.pdf
https://www.uschamber.com/international/trade-agreements/u-s-chamber-letter-on-generalized-system-of-preferences-gsp-reauthorization
https://renewgsptoday.com/2021/08/16/i-might-close-the-company-once-our-lease-expires-due-to-gsp-expiration/
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• A Michigan company that sells Cambodian school supplies to local K–12 schools was 
forced to reduce its staff by almost half after GSP expired. According to the owner, 
the episode “nearly put us out of business.” 

• A 55-person, employee-owned company in Wisconsin that imports food products 
from GSP bene�iciary companies paid more than $20,000 in extra tariffs and has 
suffered lower sales because it was forced to pass on some of these costs to its 
American customers.8 

• Also in California, a jewelry company owner has accumulated over $3 million in debt 
to pay for $4.5 million in extra tariffs since GSP has been expired.9  He’s slashed his 
company’s staff from 20 employees to just 5 and has finally stopped waiting for 
Congress to renew GSP, instead preparing to close the business completely. 

• A Boise, Idaho curry company run by a husband and wife duo for 15 years now faces 
closure because they’ve paid more than $150,000 in additional tariffs and, unable to 
absorb these costs, have been removed from the shelves of their two biggest buyers, 
Whole Foods and Sprouts.     

Larger American businesses have been affected too, but I highlight the smaller companies 
because the large ones have the resources to not only absorb or pass on higher tariff costs 
but also to adjust to their global supply chains—including, as we’ll discuss in a moment, by 
moving to Chinese suppliers.  Often, the little guys have no such options. 

People in developing countries have, of course, bene�it from these programs too—and, 
being some of the poorest people on the planet, they disproportionately suffer when the 
bene�its stop.  Under AGOA, for example— 

• Qualifying apparel exports from Kenya increased from $55 million to $603 million 
between 2001 and 2022, constituting almost 68 percent of Kenya’s total exports to 
the United States.10 

• In Lesotho, eligible apparel exports accounted for 89 percent of country’s total 
exports from 2001 to 2020, around $6.2 billion during the period.11 

• AGOA has proven essential for jumpstarting Namibia’s nascent and growing beef 
industry, which in 2019 “became the �irst country in Africa to export beef to the 
United States after 15 years of working to satisfy safety regulations and logistics.”12 

 
8 “GSP Expiration Means Higher Tariffs, Lower Sales for Wisconsin Employee-Owned Company,” Coalition for 
GSP, July 27, 2021. 
9 “GSP Coalition Statement Supporting the Amended GSP Reform Act,” Coalition for GSP, April 17, 2024. 
10 David Luke, “How Has the African Growth and Opportunity Act (AGOA) Benefited African Countries?,” 
World Economic Forum, November 16, 2023.  
11 Witney Schneidman, Kate McNulty, and Natalie Dicharry, “How the Biden Administration Can Make AGOA 
More Effective,” Brookings Institution, November 15, 2021; and author’s calculations using data from USITC 
DataWeb, U.S. International Trade Commission, updated May 2, 2024. 
12 Gracelin Baskaran, “US-Africa Trade Relations: Why Is AGOA Better than a Bilateral Free Trade 
Agreement?,” September 24, 2020. 

https://renewgsptoday.com/2021/07/27/gsp-expiration-means-higher-tariffs-lower-sales-for-wisconsin-employee-owned-company/
https://renewgsptoday.com/2024/04/17/gsp-coalition-statement-supporting-the-amended-gsp-reform-act/
https://www.weforum.org/agenda/2023/11/africa-us-trade-agoa-deal-expires-2025/
https://www.brookings.edu/articles/how-the-biden-administration-can-make-agoa-more-effective/
https://www.brookings.edu/articles/how-the-biden-administration-can-make-agoa-more-effective/
https://dataweb.usitc.gov/
https://dataweb.usitc.gov/
https://www.brookings.edu/articles/us-africa-trade-relations-why-is-agoa-better-than-a-bilateral-free-trade-agreement/
https://www.brookings.edu/articles/us-africa-trade-relations-why-is-agoa-better-than-a-bilateral-free-trade-agreement/
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• Automotive goods from South Africa increased by 447.3 percent between 2001 and 
2022.13 

• AGOA has also helped chocolate and basket-weaving materials from Mauritius; 
buckwheat, travel goods, and musical instruments from Mali; sugar, nuts, and 
tobacco from Mozambique; and wheat, legume, and fruit juices from Togo.14 

This increased trade has produced tangible economic benefits for people in Africa. For 
example, the Brookings Institution estimates that AGOA-covered apparel exports alone 
have “led to the creation of tens of thousands of jobs” in Lesotho, Ethiopia, Mauritius, 
Madagascar, and Kenya.15 

On the other hand, losing AGOA preferences can severely harm African nations—and their 
neighbors.  Ethiopia’s 2022 suspension from the program, for example, threatens the 
nation’s textile- and apparel-focused industrial parks, which employ around 90,000 women 
aged 18-25 and have thrived because of duty-free and quota-free access to the U.S. market 
and hundreds of millions in foreign investment since 2014.16  Meanwhile, Madagascar’s 
recent removal from AGOA punished not only that country but “the five regional partners 
from whom they sourced their apparel inputs.”17 

Aggregate data reiterate the importance of U.S. preference programs for developing 
countries. While GSP imports were a tiny share of all U.S. imports in 2021, they were almost 
9 percent ($21.1 billion out of $235 billion) of all imports from GSP bene�iciary countries 
that same year.18  The skew is even greater for AGOA imports: last year they were only 0.30 
percent of all U.S. imports but accounted for a whopping 32.3 percent of eligible countries’ 
exports to the United States.19   

More broadly, a study in the Spring 2023 special issue of the Journal of Bene�it-Cost Analysis 
�inds that a liberalization-driven 5 percent increase in global trade, accounting for both 
bene�its and costs to import-competing industries, would generate bene�its “only” 7 times 
greater than costs for rich countries like the United States but an astounding 95 times 
greater ($1.4 trillion in bene�its at a cost of $15 billion) for low- and lower-middle income 
countries, such as those bene�iting from U.S. preference programs.  The authors thus 

 
13 David Luke, “How Has the African Growth and Opportunity Act (AGOA) Benefited African Countries?,” 
World Economic Forum, November 16, 2023. 
14 David Luke, “How Has the African Growth and Opportunity Act (AGOA) Benefited African Countries?” 
World Economic Forum, November 16, 2023. 
15 Witney Schneidman, Kate McNulty, and Natalie Dicharry, “How the Biden Administration Can Make AGOA 
More Effective,” Brookings Institution, November 15, 2021. 
16 David Luke, “How Has the African Growth and Opportunity Act (AGOA) Benefited African Countries?” 
World Economic Forum, November 16, 2023. 
17 African Growth and Opportunity Act (AGOA): Program Usage, Trends and Sectoral Highlights: Hearings on 
Investigation no. 332-589, Before the U.S. International Trade Commission (2024) (statement of Landry Signé, 
Executive Director and Professor, Thunderbird School of Global Management).  
18 Author’s calculations using data from USITC DataWeb, U.S. International Trade Commission, updated May 
2, 2024. 
19 Author’s calculations using data from USITC DataWeb, U.S. International Trade Commission, updated May 
2, 2024. 

https://www.weforum.org/agenda/2023/11/africa-us-trade-agoa-deal-expires-2025/
https://www.weforum.org/agenda/2023/11/africa-us-trade-agoa-deal-expires-2025/
https://www.brookings.edu/articles/how-the-biden-administration-can-make-agoa-more-effective/
https://www.brookings.edu/articles/how-the-biden-administration-can-make-agoa-more-effective/
https://www.weforum.org/agenda/2023/11/africa-us-trade-agoa-deal-expires-2025/
https://www.brookings.edu/wp-content/uploads/2022/08/Testimony-Landry-Signe-June-9-2022.pdf
https://dataweb.usitc.gov/
https://dataweb.usitc.gov/
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conclude that freer trade is “one of the top interventions” for global development: it “is 
modestly good for rich countries, very good for upper–middle-income countries, and 
amazingly good for the poorer half of the world.”20   

 
20 James Feyrer et al., “Benefit–Cost Analysis of Increased Trade: An Order-of-Magnitude Estimate of the 
Benefit–Cost Ratio,” Journal of Benefit-Cost Analysis 14, no. S1 (Spring 2023): 108–135.  

https://www.cambridge.org/core/journals/journal-of-benefit-cost-analysis/article/benefitcost-analysis-of-increased-trade-an-orderofmagnitude-estimate-of-the-benefitcost-ratio/C1B297FFD1062F9DEA69794B8C123204
https://www.cambridge.org/core/journals/journal-of-benefit-cost-analysis/article/benefitcost-analysis-of-increased-trade-an-orderofmagnitude-estimate-of-the-benefitcost-ratio/C1B297FFD1062F9DEA69794B8C123204
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Of course, the effects of U.S. preference programs are orders of magnitude smaller than the 
ones modeled here, but the data above nevertheless demonstrate the disproportionate 
bene�its that GSP, AGOA, and other market-opening initiatives provide to people living in 
world’s poorest countries.   
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This also demonstrates why, as my colleague Johan Norberg documents in a new Cato 
Institute essay, U.S. trade with developing countries has not facilitated a “race to the 
bottom” for labor and environmental conditions in those places but in fact much the 
opposite.  In particular, he offers reams of data showing that global capitalism—and the 
economic growth, rising living standards, and technological proliferation it foments—has 
bene�ited both the developed and developing world alike.   

• On labor, for example, the International Labour Organization �inds that countries 
more integrated the global economy had much larger declines in elementary and 
lesser-skilled jobs (a proxy for low incomes and bad working conditions) between 
1994 to 2019.21  The share of workers living in extreme poverty has collapsed, with 
the biggest drops again occurring in more globalized Asia (and not just in China) 
than less-connected Africa.  As the Organization for Economic Cooperation and 
Development (OECD) concluded a few years ago: “the worst of fears about a race to 
the bottom do not appear to have materialised systematically in the real world, 
though examples do arise. A large empirical literature seems to point, if anything, to 
the opposite conclusion.”22 

• The story on the environment is more complicated, but eventually just as optimistic. 
Research shows that countries’ early-stage urbanization and industrialization tends 
to worsen pollution levels and other environmental conditions, but that this trend 
reverses (i.e., environmental conditions improve) as national wealth increases, 
industry advances, and citizens demand tighter regulation.  As the Financial Times 
documented last year, the same “environmental Kuznets curve” applies to CO2 
emissions23, which appear to be declining today even in China.24  Just as promising is 
the fact that less-developed nations are greening more quickly than their more-
developed peers did, and trade again plays a big role in the process by helping to 
make poorer countries richer and by spreading technology developed by advanced 
countries.  Thus, for example, economists Jeffrey Frankel and Andrew Rose have 
found that increased trade “correlates with reduced air pollution, independent of the 
effect wealth had on environmental progress.”25 

Real-world cases disproving the race-to-the-bottom also abound.  Bangladesh, for example, 
has long been one of the poorest places on the planet but has experienced several decades 
of expanded trade (especially in textiles and apparel), strong economic growth, and 
dramatic declines in poverty.26  In Cambodia, meanwhile, a manufacturer that once 

 
21 “World Employment and Social Outlook 2020,” International Labour Organization, 2020. 
22 “Policy Priorities for International Trade and Jobs,” Organisation for Economic Cooperation and 
Development, May 23, 2012.  
23 John Burn-Murdoch, “Economics May Take Us to Net Zero All on Its Own,” Financial Times, September 23, 
2022.  
24 “China’s Falling Emissions Signal Peak Carbon,” Human Progress, May 31, 2024.  
25 Jeffrey A. Frankel and Andrew K. Rose, “Is Trade Good or Bad for the Environment? Sorting Out the 
Causality,” The Review of Economics and Statistics 87, no. 1 (February 2005): 85–91. 
26 “World Economic Outlook (April 2024): GDP per Capita, Current Prices,” IMF DataMapper, International 
Monetary Fund, updated April 2024.  

https://www.ilo.org/sites/default/files/wcmsp5/groups/public/@dgreports/@dcomm/@publ/documents/publication/wcms_734455.pdf
https://www.oecd-ilibrary.org/trade/policy-priorities-for-international-trade-and-jobs_9789264180178-en
https://www.ft.com/content/967e1d77-8d3c-4256-9339-6ea7025cd5d3
https://humanprogress.org/chinas-falling-emissions-signal-peak-carbon-may-already-be-here/
https://direct.mit.edu/rest/article-abstract/87/1/85/57521/Is-Trade-Good-or-Bad-for-the-Environment-Sorting?redirectedFrom=fulltext
https://direct.mit.edu/rest/article-abstract/87/1/85/57521/Is-Trade-Good-or-Bad-for-the-Environment-Sorting?redirectedFrom=fulltext
https://www.imf.org/external/datamapper/NGDPDPC@WEO/IND/BGD
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bene�ited from GSP reported paying between two to �ive times the Cambodian minimum 
wage, plus bene�its.27 A maker of AGOA-covered skincare products in Togo “pay[s] four 
times the current wage in Togo” and is “seen as a model for advancing gender equality.”28 
Another AGOA participant, an Ethiopian footwear company, offers salaries three times the 
industry average, along with health insurance, transportation, and investments in the 
education of workers’ children.29  These �irms are certainly not alone.30 

Of course, not all bene�iciary companies are good actors, and more work needs to be done 
in poorer countries.  But keeping them poor—including by blocking off trade or attaching 
even more conditions to U.S. preference program bene�its—will delay (if not thwart) the 
real progress they’re making. 

Finally, it is important to note that new tariffs imposed since GSP expired do not seem to 
have encouraged U.S. importers to Buy American instead of from GSP-eligible countries.  
For starters, GSP import levels are roughly at or above pre-expiration levels (depending on 
your data source).3132  For these imports, Americans are just eating the tariffs.  As we’ll 
discuss next, moreover, there is mounting evidence that U.S. importers and multinational 
manufacturers have shifted from GSP countries to other foreign suppliers, most notably 
China.  Thus, GSP expiration did not mean more American manufacturing; it just meant 
more Americans paying more taxes—an unsurprising result, given that the programs are 
designed to minimize competition with American producers and workers. 

The Geopolitical Case 

Even if the economics were not so ironclad, U.S. trade preference programs would probably 
be worth maintaining for their geopolitical effects alone.   

First, bene�iciary countries often provide a strategic alternative to imports from China.  
Beyond the AGOA apparel examples above (China represented about 24 percent of all U.S. 
textile and apparel imports last year33), GSP expiration provides an instructive, albeit 
frustrating, lesson in this regard. 

According to multiple businesses interviewed by the Coalition for GSP and the Wall Street 
Journal, tariff savings under the program allowed them to shift suppliers from China to non-
China sources.  However, when GSP expired, the Journal noted “119 developing countries 
and territories, including Thailand, Brazil, the Philippines, Indonesia and Cambodia, that 

 
27 “How GSP Helps Workers in Countries Like Cambodia,” Coalition for GSP, November 30, 2021. 
28 “US Ambassador to Togo to Visit Alaffia Factory Ahead of Agoa Summit,” AGOA.info, April 12, 2017.  
29 “Our Ethos,” soleRebels. 
30 “An Open Letter to Congress on the Positive Impact of GSP on Women in Bali, Indonesia,” Coalition for GSP, 
February 17, 2021; and “GSP Expiration Hurting California Company That Moved 1,500 Jobs from China to the 
Philippines,” Coalition for GSP, August 12, 2021. 
31 Christopher Clague, “Past Expiration: U.S. Imports from GSP Countries Surprise,” May 15, 2023.  
32 USITC DataWeb, U.S. International Trade Commission, updated May 2, 2024. 
33 Liz Young, “Meet the Shirt Maker Who Loves U.S. Tariffs,” Wall Street Journal, May 28, 2024.  

https://renewgsptoday.com/2021/11/30/how-gsp-helps-workers-in-countries-like-cambodia/
https://agoa.info/news/article/15009-us-ambassador-to-togo-to-visit-alaffia-factory-ahead-of-agoa-summit.html
https://www.solerebels.com/pages/our-ethos
https://renewgsptoday.com/2021/02/17/an-open-letter-to-congress-on-the-positive-impact-of-gsp-on-women-in-bali-indonesia
https://renewgsptoday.com/2021/02/17/an-open-letter-to-congress-on-the-positive-impact-of-gsp-on-women-in-bali-indonesia
https://renewgsptoday.com/2021/08/12/gsp-expiration-hurting-california-company-that-moved-1500-jobs-from-china-to-the-philippines/
https://renewgsptoday.com/2021/08/12/gsp-expiration-hurting-california-company-that-moved-1500-jobs-from-china-to-the-philippines/
https://www.flexport.com/research/past-expiration-u-s-imports-from-gsp-countries-surprise/
https://dataweb.usitc.gov/
https://www.wsj.com/articles/meet-the-shirt-maker-who-loves-u-s-tariffs-1f32a2fa?mod=economy_lead_story
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had been eligible for duty-free import to the U.S. were hit with tariffs.”34 As a result, it has 
become more �inancially sensible for many companies to shift their sourcing back to 
China35—even though many of the Chinese products at issue are subject to U.S. tariffs, too. 
(Overall, 95 percent of the tariffs paid because of GSP expiration are for products that also 
subject to Section 301 tariffs. 36) 

Travel goods are the Journal’s indicative example: U.S. imports of bags, wallets, and related 
items from China declined by about 64 percent from January 2018 to December 2020 but 
then increased by 48 percent after GSP expired.37  Without GSP, the paper explains, “U.S. 
importers had to choose between hiking prices for consumers, absorbing the hit through 
lower pro�it or �inding a cheaper place to manufacture.” That “cheaper place,” it turns out, 
was the very Chinese mainland that they recently left, thus “denting investment in 
countries that show promise as alternatives for manufacturing outside China’s vast factory 
�loor.”  Indeed, some of the largest GSP bene�iciary countries—Indonesia, Cambodia, 
Thailand, Brazil, and the Philippines—are locations the U.S. government has tried to 
promote as China manufacturing alternatives. 

For this very reason, the House China Select Committee included GSP reauthorization 
among its 150 policy recommendations to “to fundamentally reset the United States’ 
economic and technological competition with the People’s Republic of China.”  In particular, 
the Commission noted that reauthorization would “promote economic development in the 
roughly 120 developing countries covered by GSP,” and recommended that Congress update 
the program to, among other things, “accelerate supply chain shifts out of the PRC market” 
and “provide certainty for industry as they contemplate supply chain investment decisions 
outside of the PRC.”38 

Second, U.S. preference programs are a cost-effective way to boost relations with key 
developing country allies around the world—nations that, whether due to investment ties, 
diplomacy, or economic gravity—have been increasingly pulled into China’s geopolitical 
orbit.  As I wrote last year, leaders in Latin America, Southeast Asia, Africa, and the Middle 
East have recently expanded economic ties with Beijing, while clamoring for—and often not 
receiving—similar levels of engagement from the United States.39  Just last week, for 

 
34 Jason Douglas, “Manufacturers Move Back to China as Renewal of U.S. Trade Deal Is Delayed,” Wall Street 
Journal, March 17, 2023. 
35 “66 House Members Support GSP Renewal, including ‘Smart Changes to Make GSP Countries More Viable 
Alternatives to China’,” Coalition for GSP, July 12, 2023; and Jason Douglas, “Manufacturers Move Back to 
China as Renewal of U.S. Trade Deal Is Delayed,” Wall Street Journal, March 17, 2023.  
36 “GSP Lapse Costs American Companies $3.36+ Billion from 2021 to 2023,” Coalition for GSP, February 14, 
2024. 
37 Jason Douglas, “Manufacturers Move Back to China as Renewal of U.S. Trade Deal Is Delayed,” Wall Street 
Journal, March 17, 2023. 
38 “Reset, Prevent, Build: A Strategy to Win America’s Economic Competition with the Chinese Communist 
Party,” The Select Committee on Strategic Competition between the United States and the Chinese Communist 
Party, December 12, 2023.  
39 Scott Lincicome, “If America Really Is Unpopular, We Have Only Ourselves to Blame,” Cato Institute, April 
16, 2023. 

https://www.wsj.com/articles/manufacturers-move-back-to-china-as-renewal-of-u-s-trade-deal-is-delayed-88ed456b
https://renewgsptoday.com/2023/07/12/66-house-members-support-gsp-renewal-including-smart-changes-to-make-gsp-countries-more-viable-alternatives-to-china/
https://renewgsptoday.com/2023/07/12/66-house-members-support-gsp-renewal-including-smart-changes-to-make-gsp-countries-more-viable-alternatives-to-china/
https://www.wsj.com/articles/manufacturers-move-back-to-china-as-renewal-of-u-s-trade-deal-is-delayed-88ed456b
https://www.wsj.com/articles/manufacturers-move-back-to-china-as-renewal-of-u-s-trade-deal-is-delayed-88ed456b
https://renewgsptoday.com/2024/02/14/gsp-lapse-costs-american-companies-3-36-billion-from-2021-to-2023/
https://www.wsj.com/articles/manufacturers-move-back-to-china-as-renewal-of-u-s-trade-deal-is-delayed-88ed456b
https://selectcommitteeontheccp.house.gov/sites/evo-subsites/selectcommitteeontheccp.house.gov/files/evo-media-document/reset-prevent-build-scc-report.pdf
https://selectcommitteeontheccp.house.gov/sites/evo-subsites/selectcommitteeontheccp.house.gov/files/evo-media-document/reset-prevent-build-scc-report.pdf
https://www.cato.org/commentary/america-really-unpopular-we-have-only-ourselves-blame
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example, former GSP bene�iciary Cambodia renamed a major road in its capital “Xi Jinping 
Boulevard,” which the nation’s Prime Minister attributed to the nations’ “inseparable” 
relationship.40  In Sub-Saharan Africa, Bloomberg reports that annual trade since 2008 has 
declined substantially with the United States but done just the opposite with China41:  

 

Between 2016 and 2020, moreover, Chinese investment in the region was far above that of 
all other countries and almost three times that of the third-place United States: 

 
40 Yuanyue Dang, “Xi Jinping Boulevard in Phnom Penh a ‘New Milestone’ in Chinese-Cambodian Relations,” 
South China Morning Post, May 29, 2024. 
41 Akayla Gardner, “US Fights for Influence in Africa Where China, Russia Loom Large,” Bloomberg, March 24, 
2023. 

https://www.scmp.com/news/china/diplomacy/article/3264539/xi-jinping-boulevard-phnom-penh-new-milestone-chinese-cambodian-relations?s=03
https://www.bloomberg.com/news/articles/2023-03-24/us-fights-for-influence-in-africa-where-china-russia-loom-large?utm_source=ActiveCampaign&utm_medium=email&utm_content=If+America+Really+Is+Unpopular%2C+We+Have+Only+Ourselves+to+Blame&utm_campaign=If+America+Really+Is+Unpopular%2C+We+Have+Only+Ourselves+to+Blame
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As I and others42 noted at that time, the economic data do not mean that the governments 
of these African nations—or of Brazil and other developing countries—have suddenly 
joined “Team China” and abandoned the United States.  Howver, three important points 
remain true.  First, these countries greatly value American investment and access to the U.S. 
market.  Second, the United States government is not giving them either—especially as 
compared to the country that’s supposedly America’s top economic and geopolitical rival.  
Third, that foreign aid is an inadequate substitute for real bilateral economic engagement.  
On this last point, UNCTAD reports (emphasis mine): “During 2001-2021, total United 
States goods imports from the AGOA countries reached $791 billion… about �ive times 
larger than aid, with the total value of United States foreign economic assistance obligations 
to sub-Saharan African countries during �iscal years 2001 through 2019 being $145 
billion….”43 

The United States still has many things going for it in any so-called “Great Power 
Competition” with China—including many non-economic factors and foreign countries’ 
strategic self-interest in playing both sides of the rivalry.  Nevertheless, one of America’s 
longstanding geopolitical advantages has been our economic openness and engagement 
abroad, and, at a time when federal budgets are tight, China’s overseas in�luence is growing, 
and public distrust of foreign aid and overseas interventionism is rising, preference 
programs are a smart and easy way to boost global stability and U.S. foreign relations 
without spending a penny of taxpayer money. 

The Moral Case 

 
42 Alan Beattie, “The West Has Too Little to Offer Leaders like Lula,” Financial Times, April 20, 2023. 
43 “The African Growth and Opportunities Act: A Review of Its Benefits, Limitations, Utilization, and Results,” 
United Nations Conference on Trade and Development, UNCTAD/ALDC/INF/2023/1, 2023, p. 6. 

https://www.ft.com/content/0a668661-8938-4d11-8a38-d963b16a5f1b?desktop=true&segmentId=7c8f09b9-9b61-4fbb-9430-9208a9e233c8&utm_source=ActiveCampaign&utm_medium=email&utm_content=If+America+Really+Is+Unpopular%2C+We+Have+Only+Ourselves+to+Blame&utm_campaign=If+America+Really+Is+Unpopular%2C+We+Have+Only+Ourselves+to+Blame#myft:notification:daily-email:content
https://unctad.org/system/files/official-document/aldcinf2023d2_en.pdf
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Finally, there is a strong moral case for unilaterally reducing barriers to trade with 
developing countries.  In 2022, the median annual income of people in GSP-eligible and 
AGOA-eligible countries was a mere $6,507 and $4,017, respectively (adjusting for 
purchasing power).  That same year, it was more than $76,000 in the United States.44  
Program bene�iciary countries are home to some of the poorest people on the planet, many 
of whom depend on duty-free access to the U.S. market, no matter how limited it may be.  In 
the tiny Solomon Islands (724,000 people and PPP-adjusted GDP per capita of $2,66545), 
for example, GSP-eligible exports of around 400-500 tons of canned tuna per year 
constituted about 18 percent of the nation’s GDP and about 1 in every 30 formal-sector, 
wage-earning jobs.46  Since GSP expired, however, those same exports now face tariffs of 
12.5 to 35 percent, and have essentially ceased, replaced by imports from larger countries 
in Southeast Asia and Latin America.  

More broadly, a 2018 paper from Emanuel Ornelas and Marcos Ritel �inds that least-
developed countries (LDCs), de�ined by the United Nations as gross national income (GNI) 
per capita of less than around $1100 per year, see a signi�icant increase in their exports as a 
result of trade preference programs in the United States and elsewhere.47  Thus, these “very 
poor” countries are the programs’ chief bene�iciaries. 

Conclusion 

One of the best and easiest ways to help the world’s poorest people live better lives is to 
help them get rich, and trade is a key part of that enrichment.  U.S. preference programs are 
far from perfect, nor are they alone a suf�icient level of American economic engagement 
with the developing world.  Nevertheless, they provide undeniable economic and 
geopolitical bene�its, while helping to �ight global poverty make the world a better, greener 
place.  Maintaining them is the least we can do. 

 
44 Author’s calculations using data from “GDP per Capita, PPP (Current International $),” World Development 
Indicators, The World Bank, updated May 30, 2024; GSP beneficiaries as listed in “Countries Eligible for GSP,” 
Office of the U.S. Trade Representative, November 2020; and AGOA beneficiaries as listed in USITC DataWeb, 
U.S. International Trade Commission, updated May 2, 2024. 
45 “Population, Total,” World Development Indicators, The World Bank, updated May 30, 2024. 
https://data.worldbank.org/indicator/SP.POP.TOTL; and “GDP per Capita, PPP (Current International $),” 
World Development Indicators, The World Bank, updated May 30, 2024.  
46 Ed Gresser, “PPI’s Trade Fact of the Week: The U.S. GSP System Has Been Lapsed for over 2 1/2 Years,” 
Progressive Policy Institute, July 26, 2023.  
47 Emanuel Ornelas and Marcos Ritel, “The Not-So-Generalized Effects of the Generalized System of 
Preferences,” CESifo Working Paper no. 7304, October 2018. 
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