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		Abstract

		In this paper, we examine the increase in the relative wages of skilled workers in Mexico during the 1980s.  We argue that rising wage inequality in Mexico is linked to capital inflows from abroad.  The effect of these capital inflows, which correspond to an increase in outsourcing by multinationals from the United States and other Northern countries, is to shift production in Mexico towards relatively skill-intensive goods thereby increasing the relative demand for skilled labor.  We study the impact of foreign direct investment (FDI) on the share of skilled labor in total wages in Mexico using state-level data on two-digit industries from the Industrial Census for the period 1975 to 1988.  We measure the state- level growth in FDI using data on the regional activities of foreign- owned assembly plants.  We find that growth in FDI is positively correlated with the relative demand for skilled labor.  In the regions where FDI has been most concentrated, growth in FDI can account for over 50 percent of the increase in the skilled labor share of total wages that occurred during the late 1980s. 


	

	

	
		
		


	

	
	

		
		

	
	


	

	
	
	
		
	
	
	

	
	
	

	
    

    
	

	
	
	

	
	

























    	
	
	
	
   	
	
	
	
	
	            
	















	











    
    










    
    
    
    
















	






	
		Suggested Citation:
		Suggested Citation
	

	
		
			Feenstra,  Robert C. and Hanson,  Gordon H., Foreign Direct Investment and Relative Wages: Evidence from Mexico's    Maquiladoras (May 1995). NBER Working Paper No. w5122,  Available at SSRN: https://ssrn.com/abstract=225187
		
	

	

	
	
	

	
		
	

	

	
	
		

	










    
    










    
    
    
    





















	

	

	

	


	























	
	

		

		

		
		
		

		
		
			
				
					
						Robert C. Feenstra (Contact Author)

					
			
		

		
		
		
		

		
		
			
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				
				
				


				University of California, Davis - Department of Economics  ( email )

			

			
			
				
				
				
					One Shields Drive
Davis, CA  95616-8578
United States
916-752-9240 (Phone)
916-752-9382 (Fax)

				

				
			

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
		

		
		
		
		

		
		
			
				
			

			
				
				
					
				
					
					
					
				
			

			
				
				
				


				National Bureau of Economic Research (NBER) 

			

			
			
				
				
				
					1050 Massachusetts Avenue
Cambridge, MA  02138
United States

				

				
			

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
				
					
						Gordon H. Hanson

					
			
		

		
		
		
		

		
		
			
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				
				
				


				University of California, San Diego (UCSD) - Graduate School of International Relations and Pacific Studies (IRPS)  ( email )

			

			
			
				
				
				
					9500 Gilman Drive
La Jolla, CA  92093-0519
United States

				

				
			

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
		

		
		
		
		

		
		
			
				
			

			
				
				
					
				
					
					
					
				
			

			
				National Bureau of Economic Research (NBER) 

			

			
			
				
				
				
					1050 Massachusetts Avenue
Cambridge, MA  02138
United States

				

				
			

			

		

		
	

	





	

	

	
	
		
	

	

	
	




				
				
				









	
	    












    
    






    
    







    









    
        
        
        
            
            

            

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    [image: PDF icon]Download This Paper
                    
                
            

        
    
        
    

            
            
                

                

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Open PDF in Browser
                    
                
            

        
    
        
    
            
        

    




















	














	
	    







 



	




	







	







































				

				

				
					
						

						
						

						

						
						

					
				

			


			
				
					
						
						
	










	
	    














	
	    














	
	    







	
		Do you have negative results from your research youâ€™d like to share?

		
			

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Submit Negative Results
                    
                
            

        
    
        
    
		

	



					

				
				
					
					


	












	
	
	








	
		
			Paper statistics

		

	


	
		
		 
			
				Downloads

				      142

			

		
		
		
			Abstract Views

			   17,659

		

		
		 
		
			Rank

			  370,651

		

		
	


	
		
            
            	       53 Citations
		

	

	
		
			
				        1 References
		

	



	
		PlumX Metrics

		
			
		

		
			
		

	





				


				
				
				
					

    
        
            Related eJournals

        	
                    NBER Working Paper Series

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                NBER Working Paper Series

                                
                                    Subscribe to this free journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                           12,243

                                    

                                    
                                        PAPERS

                                           32,681

                                    

                                

                                
                            

                        

                    

                


        
        

    


				


				
					
					

















    
        
            Recommended Papers

            	
                        
                        

                        
                        
                        The Nature and Growth of Vertical Specialization in World Trade

                        
                            By
                                
                                
                                    
                                    David L. Hummels, 
                                    
                                
                                    
                                    Jun Ishii, ...
                                    
                                
                            

                        
                        
                    
	
                        
                        

                        
                        
                        Globalization, Outsourcing, and Wage Inequality

                        
                            By
                                
                                
                                    
                                    Robert C. Feenstra
                                     and 
                                
                                    
                                    Gordon H. Hanson
                                    
                                
                            

                        
                        
                    
	
                        
                        

                        
                        
                        Foreign Investment, Outsourcing and Relative Wages

                        
                            By
                                
                                
                                    
                                    Robert C. Feenstra
                                     and 
                                
                                    
                                    Gordon H. Hanson
                                    
                                
                            

                        
                        
                    


                    
                        	
                            
                            

                            
                            
                            Integration vs. Outsourcing in Industry Equilibrium

                            
                                By
                                    
                                    
                                        
                                        Gene M. Grossman
                                         and 
                                    
                                        
                                        Elhanan Helpman
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Firms, Contracts, and Trade Structure

                            
                                By
                                    
                                    
                                        
                                        Pol Antras
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            The Evolving External Orientation of Manufacturing: A Profile of Four Countries

                            
                                By
                                    
                                    
                                        
                                        JosÃ© Manuel Campa
                                         and 
                                    
                                        
                                        Linda S. Goldberg
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            The Evolving External Orientation of Manufacturing Industries: Evidence from Four Countries

                            
                                By
                                    
                                    
                                        
                                        JosÃ© Manuel Campa
                                         and 
                                    
                                        
                                        Linda S. Goldberg
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Just How Big is Global Production Sharing?

                            
                                By
                                    
                                    
                                        
                                        Alexander J. Yeats
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Can Vertical Specialization Explain the Growth of World Trade?

                            
                                By
                                    
                                    
                                        
                                        Kei-mu Yi
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Outsourcing Versus FDI in Industry Equilibrium

                            
                                By
                                    
                                    
                                        
                                        Gene M. Grossman
                                         and 
                                    
                                        
                                        Elhanan Helpman
                                        
                                    
                                

                            

                            
                            
                        



            
            
                 
            
        

    

				

			

		


		
				
					Feedback
					
				

			

			


	
		
		Feedback to SSRN

		
			
				
					Feedback
					 (required)
				
				
			

			
				
					Email
					 (required)
				
				
			

			
				Submit
				
			
		

		

		If you need immediate assistance, call 877-SSRNHelp (877 777 6435) in the United States, or +1 212 448 2500 outside of the United States, 8:30AM to 6:00PM U.S. Eastern, Monday - Friday.

	







	

	
	
		
		

	




	
	





  
  

	
	
		
	


	
	
		
			
			
		
	
		
	
		
	
		
	
		
	
		
			
				
			
			
		
	
		
	
		
	
		
	


	
	
	






		
		














	
		
			
				
                    

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Submit a Paper
                    
                        
                    
                
            

        
    
        
    
					Section 508 Text Only Pages
				

			
			
				SSRN Quick Links 

					SSRN Solutions
	Research Paper Series
	Conference Papers
	Partners in Publishing
	Jobs & Announcements
	Special Topic Hubs


			

			
				SSRN Rankings 

					Top Papers
	Top Authors
	Top Organizations


			

			
				About SSRN 

					Network Directors
	Announcements
	Contact us
	FAQs


			

			
		

			
	
	


		
			
				
			

			
				
					Copyright
					Terms and Conditions
					Privacy Policy
				

				
					All content on this site: Copyright Â© 2023 Elsevier Inc., its licensors, and contributors. All rights are reserved, including those for text and data mining, AI training, and similar technologies. For all open access content, the Creative Commons licensing terms apply.

					We use cookies to help provide and enhance our service and tailor content.

					To learn more, visit
					Cookie Settings.
					
						
							
							This page was processed by aws-apollo-l200 in   0.093 seconds 
						
					
					

				

			

			
				
			

		

	









	
		
		
		
		


    
        
        
        

        
        
                
                
                    
                
            
    

    

    


		






    























    




    








	


		[image:  ]

		
		
		
		
		
		
		
		
		
		
	

