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NAFTA DELIVERS FOR CALIFORNIA

2000 REPORT

The North American Free Trade Agreement (NAFTA) once again brought great benefits to the
state of California in 2000. NAFTA has led to a dramatic increase in exports of California
products to Canada and Mexico since it was implemented in 1994. Both large corporations
and small businesses in California are benefiting from NAFTA and the number of jobs sup-
ported by trade with the NAFTA partners has risen significantly under the agreement. Interna-
tional trade is increasingly important to state economies and local communities. This report
demonstrates that NAFTA has been a clear success for the state of California.

NAFTA AND TRADE

» Exports from California to Mexico and Canada continued to grow under NAFTA in 2000.
Overall, state exports to NAFTA partners grew 21.1 percent during the year to total $34.1
billion. California’s exports to Mexico expanded by 27.6 percent and exports to Canada
rose 13.8 percent in 2000.

» California’s exports to NAFTA partners have increased 139.9 percent since the trade agree-
ment was implemented on January 1, 1994, representing a 191.8 percent growth of state
exports to Mexico and a 95.9 percent growth of state exports to Canada.

* In 2000, Mexico and Canada were California’s first- and third-largest export markets, re-
spectively, accounting for 26.3 percent of California’s total exports.

California's Exports Under NAFTA,
1993-2000
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EXPORT GROWTH UNDER NAFTA

* NAFTA bolstered exports from California through the continued elimination of tariffs in 2000. Virtu-
ally all U.S. products can now enter Canada duty-free. In 2000, the average Mexican tariff applied
to U.S. goods was 1.3 percent.

* NAFTA has eliminated Mexican and Canadian tariffs on U.S. exports of computer equipment and
software. High-technology manufactured goods continued to lead California’s exports to both
Mexico and Canada in 2000. California’s exports of electronic equipment to Mexico expanded 38.4
percent in 2000, while state exports of industrial machinery and computers to Mexico also grew
quickly, up 35.7 percent. In 2000, these two sectors accounted for 55.3 percent of California’s total
exports to Mexico. California’s exports of high-technology instruments to Canada advanced
strongly in 2000, up 17.5 percent from the year before. Industrial machinery and computers, elec-
tronic equipment and instruments accounted for 64.5 percent of total state exports to Canada in
2000.

* State exports to Mexico of rubber products soared during 2000, increasing 16.2 percent to $800.6
million. Exports of rubber products from California to Canada also recorded strong growth during
2000, rising 7.2 percent to $208.7 million.

* California’s farm sector also profited from exports of agricultural products to Mexico and Canada in
2000. Agricultural exports to Canada reached $1.0 billion in 2000, while exports to Mexico were
$231.1 million. NAFTA has eliminated virtually all Canadian tariffs on U.S. agricultural products.
Although Mexican tariffs on U.S. agricultural products will be not be fully eliminated until 2008, many
products exported by California to Mexico are already duty-free, including strawberries, pears,
plums, and apricots.

* In 2000, California’s exports to NAFTA partners experienced the strongest growth since the Agree-
ment was implemented on January 1, 1994.

California’'s Annual Export Growth to NAFTA
Partners and Non-NAFTA Countries, 1994-2000
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COMPANIES BENEFITING FROM NAFTA

In mid-2000, Blue Shield of California (San Francisco) became the first California-based
health insurance provider to offer cross-border HMO services to workers employed by U.S.
companies along the California-Mexican border. Although not directly related to the services
provisions of NAFTA, "the business opportunity to provide these services is driven by the
growth of bi-national companies, which has been driven by NAFTA," says Jim Arriola, Blue
Shield’s director for cross-border operations.

Aegir International (Murrieta) is a small export distributor of physical therapy equipment.
According to Terry Waligora, president of the company, “One of our customers in Mexico City
used to place orders of $300 or $400 at a time, every few months. During the last year, their
orders have averaged $5,000 every month. This customer made it clear to me during a tele-
phone conversation last month that most of the increase in business is due to the tariff reduc-
tions under NAFTA.” The company's business in Mexico has grown in frequency and size
during 2000 and it sees continued solid growth for the coming year.?

EMPLOYMENT GAINS UNDER NAFTA

* In 2000, California’s production of goods for export to Mexico directly supported approxi-
mately 90,695 jobs, while state exports to Canada directly supported an additional 71,785
jobs, for a total of over 162,480 jobs.® The actual number of jobs benefiting from trade with
NAFTA partners is much higher, once related jobs in transportation, banking, finance and
other sectors are included.

* The Department of Labor certified approximately 3,454 California workers for NAFTA Trade
Adjustment Assistance (TAA) in 2000. However, TAA program officials emphasize that a
NAFTA-TAA certification does not imply that job losses were necessarily due to NAFTA.
Workers certified under NAFTA-TAA are often adversely affected by increased imports from
many countries, including Mexico and Canada. Further, it should be recognized that im-
ports from and shifts of production to Mexico and Canada occurred before as well as after
the enactment of NAFTA.

Unemployment Rate in California,
1993-2000
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ENDNOTES

! Interview with Jim Arriola, Director for Cross Border Operations, Blue Shield of
California by The Trade Partnership, August 3, 2001.

2 Success story provided by the Office of NAFTA and Inter-American Affairs, U.S.
Department of Commerce, August 2001.

3 Derived from Lester Davis, U.S. Jobs Supported by Goods and Services Exports, 1983-
94, U.S. Department of Commerce, Economics and Statistics Administration, November
1996.
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