
16 • Cato Policy Report  January/February 2020

The dubious rationale behind a failed protectionist law 

S ince its inception, supporters of 
the Jones Act have claimed that 
the law is essential to U.S. na-
tional security. This protection-

ist law—formally, the Merchant Marine Act 
of 1920—requires all ships in engaged in 
trade from one U.S. port to another to be 
U.S.-built, U.S.-crewed, and U.S.-flagged. 
This exclusion of foreign vessels and crews 
is intended to promote the development of 

both a U.S. merchant marine as well as a do-
mestic shipbuilding industry that the mili-
tary can rely on in times of war. 

This national security rationale seems fa-
cially plausible but withers upon closer 
scrutiny. That is the conclusion of a new 
policy analysis by Colin Grabow, policy an-
alyst at the Cato Institute’s Herbert A. Stiefel 
Center for Trade Policy Studies, as part of 
Cato’s Project on Jones Act Reform. 

In “Rust Buckets: How the Jones Act Un-
dermines U.S. Shipbuilding and National 

Security,” Cato Institute Policy Analysis no. 
882, Grabow contrasts the Jones Act’s stated 
objectives with its observable results. Far 
from protecting America’s merchant ma-
rine for potential military use, the Jones Act 
has instead presided over a deep decline in 
both shipbuilding and the merchant fleet. 

Economists who have studied the Jones 
Act are nearly unanimous that it diminishes 
American prosperity. One recent analysis 

published by the Organisation for Eco-
nomic Co-operation and Development es-
timates that the law’s repeal would increase 
economic output by up to $135 billion. But 
supporters retort that the law’s seemingly 
indefensible costs are justified by its contri-
bution to national security. 

As Grabow explains, “claims that the 
Jones Act is a national security asset have 
generally gone unchallenged and, as a re-
sult, this justification is more an article of 
faith than the result of rigorous analysis.” 

On Capitol Hill in particular, it is this article 
of faith that has proven the biggest obstacle 
to Jones Act reform. 

One drastic example came in 1990 with 
the massive buildup of American forces in 
Saudi Arabia, exactly the sort of scenario for 
which the Jones Act is ostensibly intended. 
Instead, a mere eight Jones Act-eligible ships 
were available for this sealift. Of those eight, 
only five entered the Persian Gulf, and only 
a single dilapidated roll-on/roll-off carrier 
actually transported equipment from the 
United States to Saudi Arabia. Meanwhile, 
the United States found itself dependent on 
no fewer than 177 foreign-flagged vessels to 
transport the needed equipment and sup-
plies. Incredibly, the United States even re-
quested the use of Soviet-flagged cargo 
ships, but the request was denied. 

Things fared no better on the manpower 
front, with such a dearth of American mer-
chant mariners available that the govern-
ment found itself using both teenagers and 
retirees, including one 92-year-old. Since 
1990, the situation has only gotten more dire. 
Today, a mere four shipyards in the United 
States are in the business of constructing 
large oceangoing commercial ships. 

The Jones Act not only imposes im-
mense economic costs on the United States, 
but it also fails to achieve any of its stated ra-
tionales. That’s why Cato has taken the lead 
on Jones Act reform, including offering al-
ternatives to better provide for national se-
curity needs. Grabow concludes that the 
establishment of a civilian Merchant Ma-
rine Reserve, which has been considered in 
the past, would be a far more effective op-
tion than the destructive protectionism of 
the Jones Act. n 
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