



























































There are also important feedbacks to U.S. exports of investing in Mexico which must also be taken into
account in determining the net displacement of U.S. labor. Investment abroad has positive employment
impacts through (a) directly supporting U.S. productive activities (as of source of demand for inputs and
as sources of assembled components in the case of integrated MNC production or Maquiladoras), (b)
generating U.S. capital goods exports for new investments, and/or (c) indirectly sustaining growth in
Mexico and financing Mexico’s trade deficits, thus sustaining U.S. exports.®

These multiple formulas for attributing job displacement and net job losses to U.S. DFI in Mexico have
to been seen as producing an upper-bound estimate for (at least) the following reasons. First, to assert
that U.S. firms relocating production to Mexico result in U.S. job loss does not mean that all these same
firms and jobs would or could have stayed to operate profitably in the U.S. Most plant relocations to
Mexico occur in sectors facing strong import competition from Asia.* Second, some U.S. DFI into
Mexico for export to the U.S. reflects closure of U.S. operations around the world and their relocation
to North America. Such was the case in the recent Zenith announcement that as it was moving its last
U.S. assembly plant to Mexico, it would also move 600 jobs from its Taiwan facility to Mexico to reduce
costs in producing for the North American market.” Third, DFI in Mexico has a higher rate of indirect
job creation than other DFI due a tendency of operations in Mexico to source largely from the U.S.,
given the proximity of the two countries.*

How many U.S. jobs have been lost due to direct foreign investment in Mexico in recent years?

Total direct foreign investment in Mexico in 1990 stood at slightly over $30 billion, up from $14.6 billion
in 1985 and $8.5 billion in 1980 (see Table 15). Of the $21.8 billion growth of new DFI in Mexico
-during the 1980s, $4.7 billion was reinvested profits, with the rest constituting new investments. The
U.S. is the source of about two thirds of Mexican DFI ($19 billion in 1990, up from $9.8 in 1985 and
$6.8 billion in 1980), which nevertheless constitutes only about 3% of total U.S. DFI worldwide in
1990.* The growth of new U.S. DFI into Mexico during the late 1980s of approximately $6.8 billion
represents only 0.14% of the $4.6 trillion dollars of U.S. gross private domestic investment during the
same time period.”

U.S. DFI in Mexic), while representing a minute share of U.S. aggregate investment, nevertheless can
be seen as having directly displaced up to 13,700 jobs from 1985-90 (Table 15). Given that California
represents 14.5% of U.S. trade with Mexico, the California share of this job displacement can be
estimated at close to 2,000.

% We will follow Koechlin et al. (1991) in adopting a ratio of $120,000 per unit of employment in assessing the displacement
effects of DFI, which incorporates the calculation by Frank and Freeman (1978) of direct and indirect employment generation
of DFIL.

3 In a survey of 323 U.S. companies that import under 806.30 and 807.00 (Maquiladoras), 67 percent reported that they
would have lost market share to foreign producers if they did not source from Maquiladoras, 38 percent would have moved more
of their operations abroad, 41 percent would have stopped producing certain product lines, 13 percent would have moved all
their operations abroad, and 16 percent would have gone out of business. USITC 1988:7-26.

32 wall Street Journal, Nov. 22, 1991.
3 Schoepfle and Perez-Lopez (1988).

34 Sec Survey of Current Business (1991) for information on U.S. direct foreign investment.

3 Economic Report of the President (1992), Table B-26.
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