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NAFTA’s Impact on Arkansas:
Job Loss Has Led to Downward Pressure
on Wages and Living Standards

New Reports Show 9,600 Jobs Lost in Arkansas;
766,000 Jobs Lost Nationwide

When the North American Free Trade Agreement was being debated by the United States Congress in 1993,
proponents argued that the passage of NAFTA would lead to increased job opportunities and rising living standards in
the United States, Canada, and Mexico. Seven years later, evidence of economic gains for the majority of the
population has failed to materialize in Arkansas and the rest of the United States. Nor are the majority of people in
Canada or Mexico better off as a result of NAFTA.

In Arkansas and the United States overall, NAFTA has been a net destroyer of jobs, as a result of increased trade
deficits. Nationally, a recent report from the Economic Policy Institute (EPI) shows, more than three-quarters of a
million jobs and job opportunities were eliminated in the United States by increased trade deficits with Canada and
Mexico during the operation of NAFTA. “More than half a million of these job losses were direct job losses in
manufacturing, the sector principally affected by trade. By comparison, the net job loss in U.S. manufacturing since the
1998 “Asian financial crisis” largely induced by the International Monetary Fund and the World Bank’s financial
liberalization and austerity policies, which also caused huge job losses through increased U.S. trade deficits, was
368,000 jobs® I(zl'able 1.) A state-by-state analysis by EPI shows that more than 9,600 of NAFTA’s lost jobs and job
opportunities were in Arkansas, with 7,800 direct job losses in manufacturing. The manufacturing job loss in
Arkansas included 1,300 jobs lost in the production of electronic and E}ectrical machinery, and more than two
thousand jobs lost in the manufacture of wood products and furniture.” By April 2001, the government’s NAFTA -
Transitional Adjustment Assistance program (NAFTA-TAA), which only counts some NAFTA job losses, had
certified 9,829 workers in Arkansas as having lost their jobs due to NAFTA. While the NAFTA-TAA data are a poor
measure of overall net job loss, they do give a sample of some of the jobs that were lost (Table 2.) The distribution of
these job losses has led to downward pressure on living standards and a weakening of workers’ bargaining power.
There is little reason to expect negotiations underway to extend the NAFT A model of economic integration to the rest
of the Western Hemisphere — the proposed “Free Trade Area of the Americas” [FTAA] — to lead to a different result.
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Thus, a central claim of proponents of NAFTA in 1993, that NAFTA would create jobs in the United States, has been
refuted by actual experience. The failure of NAFTA to achieve this central claim made for it by its proponents justifies
skepticism in evaluating present claims of benefits from expanding NAFTA through the FTAA.

Given NAFTA'’s failure to create jobs in the United States, it is now common for proponents of NAFTA and of
NAFTA expansion to concede that the purpose of NAFTA was never to create jobs. Now it is claimed that NAFTA has
nothing to do with job creation, that the real significance of NAFTA is in promoting economic efficiency and therefore



economic growth through increased international competition, and it is pointed out that the number of jobs lost due to
NAFTA is small compared with the number of jobs created during the last expansion of the business cycle.

But the fact that more jobs were created by the economic expansion than were lost due to NAFTA does not imply that
NAFTA job losses were inconsequential, because not all jobs are equal. As we would expect, NAFTA job losses have
overwhelmingly occurred in manufacturing, since it is mostly the products of the manufacturing sector that are traded
internationally. But average wages in the manufacturing sector are higher than in the rest of the economy. While the
overall level of unemployment is determined more by the interest rate policy of the Federal Reserve than by trade
policy, trade policy is reshaping the distribution of employment.

Surveys indicate that when workers displaced by trade do find new jobs, their wages fall, with earnings declining by an
average of over 13%° [(These displaced workers’ new jobs are likely to be in the service industry, the source of the
overwhelming majority of new jobﬁreated in the last decade. Average compensation in the service sector is only 77%
of that in the manufacturing sector.” With the current business cycle expansion ending, displaced workers will find
even fewer opportunities.

Moreover, both the theoretical and empirical evidence for significant gains in economic growth from NAFTA-type
trade and investment liberalization is extremely weak.

In a recent paper, economist Dean Baker of the Center for Economic and Policy Research estimated what the direct
gains to the U.S. economy would be of removing all tariffs on imports. He found that the gain would be roughly $10
billion a year, a mere 0.1 percent increase in the size of the economy. If such a gain were distributed evenly to all
households, it would add about $45 a year to an average family income, less than $1 a week.’ Ely comparison, this is
about a quarter of what even lower-income households can expect to get from the tax cuts currently being considered
by the Congress.

The empirical evidence that NAFTA-type trade and investment liberalization leads to higher growth is no stronger. In a
recent study using World Bank data, the Center for Economic Policy Research compared economic growth rates for
116 countries in the last two decades — a period of NAFTA-style trade and investment liberalization promoted by the
International Monetary Fund, the World Bank, and the World Trade Organization — with the previous two decades,
when national barriers to trade and investment flows were higher. The CEPR study found that three-quarters of the
countries had significantly higher growth rates in the earlier period — exactly the opposite of what one would expect if
trade liberalization had led to higher growth.®

In particular, neither Mexico nor Canada has seen broad economic benefits for the majority of working families under
NAFTA. In Mexico, between 1991 and 1998, the share of workers in salaried jobs with benefits fell sharpl}EFSy 1998,
the incomes of salaried workers had fallen 25%. Under NAFTA, manufacturing wages in Mexico fell 21%.” In Canada,
real income{gﬁeclined for the majority of the population in the 1990s, as unemployment averaged near 10% of the
workforce.

There is little evidence that NAFTA has generated broad economic benefits. The costs of NAFTA to working families
in Arkansas and the rest of the United States — lost jobs and wages, weakened environmental laws, restrictions on
democratic decision-making — have not been offset by economic gains for the majority of working families, in the
United States, Mexico, or Canada.

Table 2
Arkansas NAFTA-TAA Certifications
as of April, 2001

What They Petitioners | Cause Estimated

Company City Produced Workers




Viskase Osceola semi-finished |Company [Moved to 130
cellulosic Mexico
casings
Magnetek Blytheville high intensity  |Company |Moved to 429
discharge Mexico
ballast
Philips Little Rock incandescent  |Workers Moved to 123
Electronics lighting Mexico
Munro and England footwear Workers NAFTA 165
Imports
Rand G Little Rock pipe fittings Workers Moved to 178
Sloane Canada
Manufacturing
Johnson and |North Little sanitary Company |Moved to 200
Johnson Rock protection & Canada
incontinence
Aalfs Texarkana jeans UFCW Mexican 140
Manufacturing Imports
Siemens Little Rock three-phase IUE Moved to 274
Energy and induction Mexico
Automation electric motor
LaDonna Warren ladies' blouses, |[UNITE NAFTA 100
Sportswear shirts and Imports
slacks,
Raldwin Piano |Trumann complete Workers Moved to 16
and Organ pianos Mexico
Arkady Malvern men's and boys' (Company |Mexican 85
Industries denim trousers Imports
Frolic Jonesboro Women's Workers Mexican 70
Footwear footwear Imports
Hamburg Shirt |[Hamburg knit and woven |Company |Moved to 153
- Bernstein shirts Mexico
and Sons
Frolic Walnut Ridge |women's shoes |Workers NAFTA 145
Footwear Imports
Newell Harrisburg picture frames |Workers Mexican 365
Imports
American Newport lighting fixtures |USWA Mexican 110
Lantern Imports
Trident Blytheville automotive Company [Moved to 337
Automotive cables Canada
Capital Marshall men's dress Company [Moved to 140
Mercury and sport shirts Mexico

Apparel




Associated Jonesboro polymer Wrks Moved to 25
Plastics concrete & Mexico
fiberglass boxes
Siemens Little Rock electric Workers Moved to 89
Energy and induction three Mexico
Automation phase motors
Crane Valve |Rogers cast steel gate |Workers Mexican 15
valves Imports
Magnetek Prairie Grove |electric motors |Company |Moved to 139
Mexico
Wirekraft Fort Smith wire harnesses |Company [Mexican
Industries for washing Imports
machines
Brown Jordan |Newport casual furniture [USWA Mexican 289
Imports
Wells Lamont |[McGehee leather work Company [Mexican 39
gloves Imports
Crouzet Rogers industrial Workers Moved to 20
contorls Mexico
Levi Strauss  [Morrilton men's slacks Company |NAFTA 599
and men's & Imports
women's jeans
Fasco Motors |Russellville fractional Company |Mexican 241
Group horsepower Imports
electric motors
Federal Mogul |Manila brake system [Workers Canadian 360
components Imports
Lincoln Jonesboro service jacks, [Company [Moved to 30
Automotive transmission Mexico
jacks
Johnson & N. Little Rock |sanitary Company |Moved to 200
Johnson undergarments Canada
for adults
Chamberdoor [Hot Springs  [aluminum and [USWA Moved to 250
Industries glass Canada
Emerson Rogers component Workers Moved to 23
Electric parts for electric Mexico
motors
Brown Group [Pocahontas [shoes UFCW Canadian 2400
Imports
Brown Group [Pocahontas [shoes UFCW Canadian
Imports
Wrangler Lonoke jeans Workers Mexican

Imports




Capitol Des Arc men's sport and [Company  |Mexican 300
Mercury Shirt dress shirts Imports
Capitol Melbourne men's sport and [Company  |Mexican
Mercury Shirt dress shirts Imports
Capitol Des Arc men's sport and [Company  |Mexican
Mercury Shirt dress shirts Imports
Capitol Walunt Ridge [men's sport and [Company |Mexican
Mercury Shirt dress shirts Imports
Capitol Gassville men's sport and [Company  |Mexican
Mercury Shirt dress shirts Imports
Capitol Marshall men's sport and |Company  |Mexican
Mercury Shirt dress shirts Imports
Capitol Mountain View [men's sport and |[Company Mexican
Mercury Shirt dress shirts Imports
Capitol Salem men's sport and [Company  |Mexican
Mercury Shirt dress shirts Imports
Capitol Yellville men's sport and [Company  |Mexican
Mercury Shirt dress shirts Imports
Fruit of the Osceola active & casual [Company [Mexican 900
Loom wear Imports
Burlington Monticello bath & area Workers Canadian 750
Industries rugs Imports
Total 9829
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