
U.S. INVESTMENT IN CHINA
WORSENS TRADE DEFICIT

U.S. firms build export-oriented
production base in China’s low-wage,

low labor-protection economy

by James Burke
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U.S. firms build export-oriented production base in China
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Source: U.S. Bureau of Economic Analysis, U.S. Direct Investment Abroad Surveys, various years.

Number of U.S. multinational affiliates in China, 1989-97
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U.S. FDI in China is linked to growing imports
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Source: U.S. Bureau of Economic Analysis, U.S. Direct Investment Abroad Surveys, various years.

U.S. direct investment abroad, 1989-97 ($ millions)
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Source: U.S. Bureau of Economic Analysis, U.S. Direct Investment Abroad Surveys, various years.

*For exports, no data exist for 1993 and 1994. For imports, no data exist for 1992 and 1993.

U.S. exports compared to imports from U.S. multinational affiliates 
in China, 1989-97* (millions of current dollars)
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Import competition from China is moving up
the wage and skills ladder
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*High-wage industries are manufacturing industries in which average worker compensation was above the average for the sector
 as a whole in 1997.
Source: U.S. Census Bureau, Economic Census. U.S. Bureau of Economic Analysis, U.S. Direct Investment Abroad Surveys.

Share of total Chinese imports from high-wage industries, 1989-99*
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Source: U.S. Bureau of Economic Analysis, U.S. Direct Investment Abroad Surveys, various years.

Average worker compensation and productivity of U.S. multinational affiliates in 
China (as share of worker compensation and productivity in U.S. parent firms)
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U.S. imports from China U.S. exports to China

Constant 57.08 7.481
(0.880) (0.371)

USDIA position 0.726** -0.214**
(2.147) (-2.036)

Real exchange rate -1.947 2.960
(-0.170) (0.829)

U.S. GDP -9.234 2.387
(-0.441) (0.367)

China GDP 4.296 -2.467
(0.197) (-0.364)

Adjusted R2 0.766 0.885

Number of observations 27 27

F statistic 9.514*** 20.958***

t-scores in parenthesis.
Significance: * 10% level; ** 5% level; ***1% level.

TABLE 1:
U.S.–CHINA TRADE EQUATIONS
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