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

New Reports Show 13,000 Jobs Lost in Kentucky;
766,000 Jobs Lost Nationwide

When the North American Free Trade Agreement was being debated by the United States
Congressin 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 gainsfor the majority of the population hasfailed
to materialize in Kentucky and the rest of the United States. Nor are the majority of people
in Canada or Mexico better off as aresult of NAFTA.

In Kentucky and the United States overall, NAFTA has been a net destroyer of jobs, asa
result of increased trade deficits. Nationally, a recent report from the Economic Policy
Ingtitute (EPI) shows, mor e than three-quartersof a million jobsand job opportunities
were eliminated in the United States by increased trade deficits with Canada and Mexico
during the operation of NAFTA.' Morethan half amillion of thesejob 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 financia 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" (Table 1.) A state-by-state analysis by EPI shows that mor e than
thirteen thousand of NAFTA’s lost jobs and job opportunities were in Kentucky,
with 10,700 direct job losses in manufacturing. The manufacturing job loss in Kentucky
included 1,800 jobslost in the production of electronic and electrical machinery, and more
than 2,400 jobs lost in the production of motor vehicles and other transportation
equipment."' By April 2001, the government’s NAFTA -Transitional Adjustment
Assistance program (NAFTA-TAA), which only counts some NAFTA job losses, had
certified 5,378 workers in Kentucky as having lost their jobs due to NAFTA (Table 2.)"
The distribution of these job losses has led to downward pressure on living standards and
aweakening of workers' bargaining power. There is little reason to expect negotiations
underway to extend the NAFTA 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, acentral claim of proponents of NAFTA in 1993, that NAFTA would create jobsin
the United States, has been refuted by actual experience. Thefailure 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’sfailure 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 isin promoting economic efficiency and
therefore economic growth through increased international competition, and it is pointed
out that the number of jobslost dueto NAFTA issmall 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 wagesfall,
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
jobs created in the last decade. Average compensation in the service sector isonly 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 arecent 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 al
households, it would add about $45 a year to an average family income, less than $1 a
week."' By comparison, thisis about aquarter of what even lower -income householdscen
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 countriesin 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 barriersto trade and investment flowswere



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 workersin salaried jobs with benefits fell sharply. By 1998, the incomes of
salaried workers had fallen 25%. Under NAFTA, manufacturing wages in Mexico fell
21%." In Canada, real incomes declined for the mgjority of the population in the 1990s, as
unemployment averaged near 10% of the workforce.”

Thereislittle evidence that NAFTA has generated broad economic benefits. The costs of
NAFTA to working families in Kentucky 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
Kentucky NAFTA-TAA Certifications as of
April, 2001
. . What They . Estimated
Company City Produced Petitioners Cause Workers

Laurel Street [Hebron art works for |Workers Moved to 67
Art Club furniture Mexico

retailers
Jos: J. Sturgis men and Workers Moved to 15(¢
Pietrafesa women Mexico

tailored

clothing
Parker Berea o-rings and Workers Mexican 114
Hannifin rubber Imports

gaskets
Alcoa Campbellsburg wire Company Moved to 189

harnesses Mexico
Henry |. Monticello men's and Workers NAFTA 204
Siegel women's Imports

clothing
Red Kap Tompkinsville uniforms Workers Moved to 185
Industries Mexico
Clarion Walton car audio Workers Moved to 15
Manufacturing equipment Mexico
Corp. of
America




W.R. Grace & |Wilder mfg. of IBT Moved to 10
fireproofing Canada
chemicals
Dame Greenville denim jackets |Company NAFTA 200
Manufacturing Imports
Plaid Clothing |Somerset and men's suits Workers Mexican 120
Erlanger Imports
Genlyte Hopkinsville lighting IBEW Moved to 165
Thomas fixtures and Mexico
Group trims
Coonper Elizabethtown circuit IUE Moved to 200
Industries protection Mexico
products
(fuses)
National Glasgow wooden brush|Company Moved to 57
Waod blocks Canada
Prcducts
Phelps Dodge [Hopkinsville magnet wire |UAW Moved to 99
Magnet Wire Mexico
ILSCO Mt. Sterling electrical Company Moved to 114
Corporation connectors Mexico
Nestaway Beaver Dam dishwasher |UAW Canadian 104
baskets Imports
White Swan - |Dawson Springs [healthcare UNITE Moved to 67
Meta apparel Mexico
Cleveland Cynthiana twist drills, Workers Moved to 10
Twist Drill tool bits, T- Mexico
blades
Henry |. Hickman men's & Company NAFTA 300
Siegel women's Imports
denim
Henry I. Monticello men's and Workers NAFTA 204
Siegel women's Imports
Honeywell Frankiort brake valves |Workers Moved to 20
Mexico
Celestica Campton compute Company Moved to 170
Corporation printed power Mexico
supplies
Texas Versailes pressure Company Moved to 452
Ins:ruments controls Mexico




Academy Pine Knot sleeping bags |Company Moved to 109
Broadway Canada
Alstom Power |Stearrs automobile Company NAFTA 12(
airbags Imports
Paccar Berea sealing Workers Moved to 2(
Kenworth devices Mexico
Universal Louisville chemical Workers Mexican 40
Uniforms treatment for Imports
garments
Equitable Hazard exploration of |Company Canadian
Resources natural gass Imports
Energy
Kentuckey Prestcnsburg natural gas Company Canadian 35
West Virginia Imports
Gas
Thompson Princeton propane USWA NAFTA 111
Steel Pipe tanks Imports
Accuride Henderson truck wheels [UAW NAFTA 81
and rims Imports
Square D Lexington load centers |IBEW Moved to 64
and switches Mexico
American Paintsville plumbing and |USWA Moved to 40
Standard fitting Mexico
products
W.I=. Cadiz denim jeans | Company Mexican
Stephens Imports
Elf Atochem |Calvert City hydroflouric  [IAM Mexican 8(Q
acid Imports
Kentucky Burkesville denim Workers Moved to 140
Apparel LLP apparel Mexico
Reynolds Louisville aluminum ABGW Moved to 14
Metals container Canada
products
Austin Lascaster men's blue Company Mexican 9§
Apparel jeans Imports
Alcoa Shelbyville electrical Company Moved to 25
wiring Mexico
harnesses
Lexmark Lexington computer Workers Moved to 630
International laser printers Mexico
Screw Georcetown scew Company Mexican 25
Machine machine parts Imports

Technologies




Accuride Henderson steel rims and |Workers Moved to 3
Corporation wheels Mexico
Berne Apparel |Hardirisburg work clothing |Workers Moved to 140

Mexico
VF Russellville industrial Company Moved to 375
Imegewear work pants, Mexico
(Wast) jackets &

vests
Total 5378
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