NAFTA’'s Impact on
Utah

Job Loss Has Led To Downward Pressure
on Wages and Living Standards

New Reports Show 5,200 Jobs Lost in Utah;
766,000 Jobs Lost Nationwide

Jobs with Justice

e v Citizens Trade Campaign
cph-1 50137 St NW PO Box 77077
4 Washi ngton, DC 20001 Washi ngton, DC 20013

(202) 434-1106

(202) 624-8136

info@jwj.org

JW) ctc@fairtradenow.org
1 d WWW.jwj.org

www.fairtradenow.org



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

New Reports Show 5,200 Jobs Lost in Utah;
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 has failed
to materialize in Utah and the rest of the United States. Nor are the majority of peoplein
Canada or Mexico better off asaresult of NAFTA.

In Utah and the United States overall, NAFTA has been anet destroyer of jobs, as aresult
of increased trade deficits. Nationally, arecent 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 lossin U.S. manufacturing since the 1998 “Asian financia crisis’ largely induced by
the International Monetary Fund and the World Bank’s financid 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 showsthat morethan 5,200
of NAFTA’slost jobsand job opportunitieswerein Utah, with more than 3,400 direct
job losses in manufacturing."' By April 2001, the government’s NAFTA -Transitional
Adjustment Assistance program (NAFTA-TAA), which only counts some NAFTA job
losses, had certified 2,826 workersin Utah as having lost their jobs dueto NAFTA (Table
2.)"Y Thedistribution 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 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. 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’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 jobswere 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, sinceit 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 householdscan
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 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 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 Utah 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 mgjority of working families, in the United
States, Mexico, or Canada.

Table 2
Utah NAFTA-TAA Certifications
as of April, 2001
. What They - =stimated
Company City Produced Petitioners Cause Workers

Kenting All locations exploration Workers NAFTA
Apollo and drilling Imports
Drilling
Mini World Provo infant and Workers NAFTA 42

girls clothing Imports
Fresenius Ogden medical Workers Moved to 85
Medical equipment Mexico
Care
Corel Orem master disks [Workers Moved to 550

Canada

Koret of Price women's UNITE NAFTA 192
California apparel Imports

(skirts, slacks,
Mark Steel Spring City jewelry Workers Moved to 9
Jewelry Mexico
Bard Access|Salt Lake City |medical Company Moved to 100
Systems catheters Mexico
Division




Kendall Salt Lake City [medical kits |Workers Moved to 16
Med-West for anesthesia Mexico
procedures
Pacific All locations electricity UWUA Canadian
Power Imports
Energy Blanding uranium oxide |Company Canadian 75
Fuels Imports
Nuclear
Autoliv ASP |Ogden filter & Company Moved to 1480
leadwire Mexico
assemblies
Autoliv ASP |Ogden passenger Workers Moved to 240
airbag Mexico
cushions
Artex St. George home linens [Company Moved to 37
International & aprons Mexico
Total 2826
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