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Raw Deals for Small Businesses: U.S. Small Firms Have Endured
Slow and Declining Exports under “Free Trade” Deals

Large corporations pushing for the Trans-Pacific Partnership (TPP) and Trans-Atlantic Free
Trade Agreement (TAFTA), two sweeping deals under negotiation that would expand the status
quo trade model, have created a new sales Pitch: these controversial pacts would be a gift not
primarily to them, but to small businesses.” The Obama administration has made similar claims
that these pacts would help U.S. small firms boost exports,? often on the basis that small and
medium enterprises (SMEs) comprise most U.S. exporters.’

But SMEs comprise most U.S. exporting firms simply because they constitute 99.7 percent of
U.S. firms overall.* The more relevant questions are what share of SMEs actually depend on
exports for their success, and for those that actually do export, how have they fared under the
“free trade” agreements (FTAS) serving as a model for the TPP and TAFTA?

Only 3 percent of U.S. SMEs (firms with fewer than 500 employees) export any good to any
country. In contrast, 38 percent of large U.S. firms (with more than 500 employees) are
exporters.” Even if FTAs actually succeeded in boosting exports, which government data show
they do not,® exporting is primarily the domain of large corporations, not small businesses.

The relatively few small businesses that do actually export have seen even more disappointing
export performance under FTAs than large firms have seen. Small firms have endured a
particularly steep fall in exports under the Korea FTA (the U.S. template for the TPP),
particularly slow export growth under the North American Free Trade Agreement (NAFTA, the
U.S. template for the Korea FTA), and declining export shares under both deals.

o U.S. small businesses have seen their exports to Korea decline even more sharply than
large firms under the Korea FTA. U.S. Census Bureau data reveal that both small and
large U.S. firms saw their exports to Korea fall in the FTA’s first two years (the latest
available data separated by firm size), compared to the year before implementation. But
small firms fared the worst. Firms with fewer than 100 employees saw exports to Korea drop
19 percent while firms with more than 500 employees saw exports decline 3 percent. As a
result, under the Korea FTA, small firms are capturing an even smaller share of the value of
U.S. exports to Korea (14 percent), while big businesses’ share has increased to 67 percent.7

o Small businesses’ exports have lagged under NAFTA. Corporate and government officials
promised that small businesses would be major winners from NAFTA. Instead, growth of
U.S. small businesses’ exports to all non-NAFTA countries was nearly twice as high as the
growth of their exports to NAFTA partners Canada and Mexico from 1996 to 2013 (the
earliest and latest years of available data separated by firm size). Small firms’ exports to
NAFTA partners increased by 39 percent, while their exports to the rest of the world grew by
77 percent, according to U.S. Census Bureau data.?



o Small firms’ exports to Mexico and Canada under NAFTA have grown less than half as
much as large firms’ exports to NAFTA partners (39 percent vs. 93 percent in the 1996-
2013 window of data availability). As a result, U.S. small businesses’ share of total U.S.
exports to Mexico and Canada has fallen under NAFTA. U.S. firms with fewer than 100
employees saw their share of U.S. exports to NAFTA partners decline from 14 to 10 percent
from 1996 to 2013. Had U.S. small firms not lost their share of exports to Canada and
Mexico under NAFTA, they would be exporting $18.6 billion more to those nations today.’

o NAFTA has done nothing to change the fact that a miniscule portion of U.S. small
businesses export. After 20 years of NAFTA, just 0.6 percent and 1.1 percent of U.S. small
businesses exported to Mexico and Canada, respectively, compared to 19 percent and 26
percent of large firms (in 2013, the latest year of available data on total firms by size).*
Selling another FTA as a boon for small business exports contradicts the empirical evidence.
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