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TRADE CONFLICTS AND U.S.-MEXICAN RELATIONS*

INTRODUCTION

Trends and conflicts in Mexican trade cannot be divorced from the

general context of U.S.-Mexico relations. Even Canada, which depends

more heavily than Mexico on trade with the U.S. (nearly 70% as opposed

to around 66% for Mexico), and which has a much higher level of U.S.

direct investment (50% versus 5%-6% of total investment in the country),

has escaped the heavy burden of U.S. dominance and history of interven-

tion which Mexicans feel they have suffered. Mexican nationalism and

suspicion of U.S. motives rest on a historical awareness of the loss of

half the national territory to the U.S. and repeated military incursions

in the past century. More recently, Mexico has felt consistently disad-

vantaged by extreme disparties in political and economic power between

the two neighbors. .These factors may be little more than historical

curiosities to North Americans, however, they represent a living reality

to Mexicans. Indeed, they are crucial for any comprehension of the pol-

itical context within which Mexican decisions concerning trade are made.

Dependence of Mexico upon trade with the U.S., along with geograph-

ical contiguity, guarantee that Mexican trade policy is nearly always

made with the U.S. in mind. For this reason it is valid to concentrate

almost entirely upon U.S.-Mexico trade issues, with only occasional

reference to Mexico's other trading partners. Table one shows that the

U.S. share of Mexican trade has remained fairly constant over the past

*The opinions, statements of fact, and conclusions of this paper
are those of the author alone, they do not necessarily reflect the
views of Bankers Trust Co. or its clients.

•
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ten years and in 1979 stood at 62% of imports and 68% of exports. The

dollar volume has increased rapidly, from $2.9 billion in 1970 to $19

billion in 1979. While Mexico is an important trading partner for the

U.S. (third largest in 1980, up from fourth place in 1979), it still

only bought 5.5% of U.S. exports and sold 4.2% of imports in 1979..

The complexity and variety of trade and non-trade transactions

between the U.S. and Mexico also condition the relationship. In most of

these Mexico is also the vulnerable partner. In the area of services,

Mexico received $1.5 billion in 1979 from U.S. tourists, while Mexican

tourists spent only $700 million in the U.S. The boycott of Mexican

tourist resorts after the "anti-Zionism" vote in the U.N. in 1976 is

still resented. U.S. direct investment, while only some 5% of the total

in Mexico, occurs in the most dynamic sectors and is crucial for

economic growth. Mexican fears about the effects of such investment are

discussed below, however an imbalance in the flow of technology should

be mentioned here. Millions of unskilled Mexican workers enter the

U.S., mostly illegally, every year. It is estimated that one-fifth of

Mexican-born workers are employed at least part time in the U.S. and .

some estimates of worker remittances exceed $3 billion. Any effort by

the U.S. to stop this flow could seriously, endanger the stability of the

Mexican political system. The prosperity of northern Mexico rests

partly on the $3 billion received in 1979 from the U.S. in border com-

mercial transactions (while $2.5 billion flowed the other way). Drugs

and contraband may constitute a $2-$3 billion business and President

Nixon's "Operation Intercept," in which the border was closed in the

early 1970s, was another reminder of Mexico's vulnerability.
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None of the above is to argue that the U.S. does not share in the

vulnerabilities of the relationship, but Mexican scholars and officials

resist U.S. description of the relationship as "interdependent,"

because, as they point out, the interdependency is a very lopsided one.

At the heart of this inequality lies the fact that the 2,000 miles

between Tijuana-San Diego and Brownsville-Matamoros represent the long-

est land border between an industrialized and developing country in the

world. The difference in levels of development, combined with a high

and increasing level of interconnection between the two societies, might

be expected to lead to tensions under any circumstances. To this must

be added Mexico's unique political and economic development model -- so

different from that of the U.S. -- and its fierce sense of national

pride and desire for national antonomy. These factors produce a wide

range of opportunity for misunderstanding and an authentic clash of

interests, as well as the basis for policy debate and political struggle

within Mexico over trade issues.

Before discussing the development model itself, it must be accepted

that development issues, and trade issues in particular, affect the via-

bility of Mexico's political system -- a viability that is never taken

for granted in Mexico. Indeed it may be argued that a major distinction

between trade debates in the so-called newly industrializing countries

and debates in the developed world is that in the former the debate

directly affects the outlook for political stability and regime mainte-

nance (not just current administration), while in the latter it usually

does not.



Mexico's political system is based on the consolidation of an

authentic (albeit middle class) social revolution which transformed Mex-

ican society between 1910 and the early 1930s (though most of the fight-

ing was, over by 1920). The Mexican Revolution and its institutionaliza-

tion has produced a system which, despite its apparent hiearchical

characteristics, is centralized and authoritarian. It is, in fact, a

delicate balance of ideological tendencies and contending social forces.

The hierarchy, the centralization, and the authoritarianism are real,

but they exist within a framework of informal rules of the game requir-

ing compromise, veto 'power for various groups, consensus building, and

severe limits to the power of those with authority.

It is difficult to describe briefly the core of the contending

ideologies in Mexico, but in short-hand manner they may be seen as the

competition between (but also the coexistence of) those who wish to

emphasize the middle class and capitalist interests of Madero, Obregon

and Carranza, and those who emphasize the interests in social justice of

peasants and workers, symbolized by Zapata and Cardenas.

There are two important implications of this Mexican political

reality for trade policy. The first is that competing ideologies (not

just interests as in the U.S.) co-exist within each Mexican administra-

tion: one advocates relatively free trade and increased integration of

the economy into the global economic system; the other emphasizes anto-
.

nomous national development,- an increased role for the state and protec-
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tion into the foreseeable future (albeit "rationalized" protection))

The second implication for trade policy is that these two ideological

tendencies are balanced and, for at least the next decade, they will be

linked to a larger balance of forces that is part and parcel of the Mex-

ican political system. To eliminate one or the other would be to signi-

ficantly alter Mexican society and probably bring an end to 50 years of

political stability. Thus, we can expect a constant and unresolved

struggle over the next decade within Mexico about, among other things,

the issue of free trade.

The way in which competing ideological and policy perspectives are

linked to specific trade policies will be discussed below. It should be

emphasized that, in spite of these disagreements, Mexico is not a highly

polarized society. Mexican presidents do make coherent policy, in the

case of trade this is perhaps more coherent than that of most industri-

alized countries. The elite, while competing at one level, is not frag-

mented but extremely unified when a policy decision is announced. For

example, after the decision to defer entry into GATT little more was

heard about the issue publicly.

In the past two years the Lopez Portillo administration has

developed a fairly coherent set of economic plans and policies to

achieve the goals upon which nearly all political elites agree. Many of

these are derived from Mexico's nationalism vis-a-vis the U.S. and from

1
These two models have recently been characterized by Carlos Tello

and his collaborate "the neoliberal project" and "the nationalist
project" respectively. See Rolando Cordera and Carlos Tello, Mex-
ico, la disputa par la nacion: perspectivasxopciones del desar-
rollo Mexico City: Siglo Veintiuno, 1981.
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the view that as a newly industrializing country Mexico suffers severe

trade and other economic disadvantages which petroleum may give it the

opportunity to partially redress. Mexico does not have the industrial

capacity to compete with the U.S. on an equal basis. It lacks the tech-

nology, infrastructure, and cadres of trained technicians to compete

except in a few very specific areas. Mexico is also vulnerable to deci-

sions of foreign investors, capital flight (of the kind that forced

devaluation in 1976), and the general weakness of the peso vis-a-vis the

dollar in the context of free currency convertibility between the two

countries. High unemployment and high inflation also make Mexico depen-

dent on other phenomena discussed above, such as labor migration to the

U.S. Nearly all Mexican policy-makers agree upon or give lip service to

at least the general goals of the Mexican development model. These

include:

• To place priority upon decreasing an unemployment and under-
employment rate which may be over 40% -- with the need to create
525,000 new jobs every year simply to stay even with the 3%-plus
population growth rate; and a related effort to ease what is one
of the most inequitable income distribution patterns in Latin
America.

• To lay a sophisticated manufacturing export base which will
provide jobs and take on the burden of maintaining economic
growth as petroleum reserves decline over a twenty-year period.

• To lay a much more solid base for agriculture, both for food
self-sufficiency and for export.

In order to meet these goals the Lopez Portillo administration,

during the late 1970s, developed a series of development plans laying

out in detail targets and strategies to guide government and private

sector activity through the end of his administration in 1982 and

beyond. This is the first time a Mexican president has made a sys-

tematic effort to set out policy guidelines for his successor. The
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planning documents, including a Global Development Plan, some eight sec-

toral plans, state plans, and the Mexican Food System (SAM), are not of

equal importance. One of the sectoral plans, the 1979-1990 National

Industrial Development Plan (NIDP), and the slightly more recent 1979-

1982 Global Development Plan (GDP) (a compilation of various sectoral

targets and strategies), are the two key documents. The Mexican Food

System gives substance to the agricultural sections of the GDP.

Both the NIDP and the GDP emphasize employment as a key goal. To

achieve this, both target very rapid economic growth rates of 8% per

year through the 1980s. Growth is to be export-led; principle exports

are petroleum and petroleum derivatives, but increasingly,

manufactured exports. An industrial growth rate of 11% is

the GDP; this in turn requires a 15%-20% growth in exports

The 8% overall growth rate is seen as necessary to achieve

it is hoped,

projected by

through 1982.

even a modest

growth of 4% in employment, enough to keep slightly ahead of population

growth which was 3.6% as late as the mid-1970s. The NIDP deals almost

entirely with industry and targets some 83 industries. In particular,

high growth rates are planned for oil, petrochemicals, construction,

electricity and manufacturing.

There was considerable criticism of the NIDP when it appeared

because of the striking gap it projected between industrial and agricul-

tural productivity. The major new addition in the GDP is to bring agri-

culture back to center stage (without significantly reducing industrial

growth targets). The GDP and the Mexican Food System (SAM) foresee an

agricultural growth rate more than 4% higher than that projected in the

NIDP. A major goal is self-sufficiency in corn and beans by 1982, with
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self-sufficiency in other basic foods to be reached during the rest of

the decade. Fully 22% of public investment is to go to agriculture from

1980 to 1982, and emphasis will be placed upon related policies in the

areas of food prices, credit, packaging, transportation, and tractor

production.2

The goals and strategies laid out in the various development plans

and in the statements of various government and academic planners and

economists may be summarized as follows:

• Increasing employment through rapid growth.

• Increasing labor participation in economic growth through
significant increases in real wages.

e Rejuvenating rainfed agriculture and achieving food self-
sufficiency through government investment, tax and other incen-
tives, and bureaucratic reforms.

e Diversifying exports away from petroleum and primary materials
by increasing domestic manufacturing and by penetrating inter-
national markets. Strategies include: using government and
private investment; a vast array of tools including incentives,
subsidies, and government purchasing policies; and rationaliza-
tion, but not elimination, of tariff and non-tariff protection.

• Diversifying export markets to reduce dependence on the United
- States.

• Creating a strong capital goods industry through selective
import substitution and measures mentioned above.

do Using petroleum as a fundamental instrument not only to achieve
internal economic goals, but as a key tool in international
commercial and other negotiations with the U.S. and other
industrialized countries.

• Decentralizing the economy by developing major growth poles in
regions of the country outside the Mexico City, Monterrey, and
Guadalajara regions through government investment and encourage-

2
Laura R. Randall, "Mexican Development and Its Effects Upon Unit-

ed States Trade," in Robert M. McBride (ed.) Mexico and the United
States (The American Assembly, Columbia University, 1980), p. 16.
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ment of more decentralized private investment.

• Using foreign investment policy and regulation of technology
transfer as another fundamental instrument to achieve employment,
industrialization, and export goals, while maintaining indigenous
managerial control over firms with foreign capital participation.

DEBATES AND CONFLICTS OVER THE MEXICAN DEVELOPMENT MODEL

Close analysis of the nine goals and/or strategies in the preceding

section reveals a number of unanswered questions of both interpretation

and apparent mutual contradiction. Such questions set the agenda for

ongoing debate within Mexico on economic and social development in gen-

eral, and on trade in particular. Many economists note that a growth

rate of eight percent per year has and will lead to astronomical rates

of inflation, undermining both income distribution and manufacturing

export goals (because of an increasingly overvalued peso). Mexico's

inflation rate is estimated at nearly 30% for 1981 and may be as high as

40%-45% within a few years. Supply constraints, bottlenecks, and lack

of monetary controls insure that rapid growth and high inflation will be

closely linked.*

Rapid growth may also destroy the possibility for building a capi-

tal goods industry because many of the products which could be manufac-

tured domestically, if demand developed gradually, will have to be

imported on a crash basis. In addition, rapid growth may exhaust

petroleum reserves faster than anyone expects and may, in the meantime,

force Mexico into a mono-export economy. In terms of sectoral growth,

it is not precisely clear what the trade-off is between industry and

agriculture. The NIDP was drawn up without much emphasis on

*Money supply has grown at 30% annually in recent years.
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agriculture, and the SAM and the GDP did not fully integrate planning in

all sectors when reemphasizing agriculture. The dominant criticism of

all the plans is that they represent a compilation of the differing per-

spectives of several ministries, but not an integration of these per-

spectives.

Many of the problems raised above are technical economic questions.

Nevertheless, at the heart of these problems lies a political and ideo-

logical dilemma about the future structure of Mexican society and its

relationship to the U.S. and the international economy. The question

can be posed in several ways, but given our concern for trade issues it

seems useful to pose it as: Should Mexico pursue a model of independent

nationalist development or one of full integration into the interna-

tional capitalist system? As part of this fundamental debate there are

three sub-debates going on in Mexico and are likely to continue through

the 1980s. They are: the petroleum debate, the agriculture debate, and

the trade debate.

The nationalist/internationalist debate stems directly from the

general ideological tendencies and divisions which characterize the Mex-

ican political system. While a description of the debate in such polar-

ized terms grossly oversimplifies the subtleties of Mexican social and

political processes it is nevertheless useful to show that there is some

clustering of policy preferences in these terms. The idealized nation-

alist side tends to emphasize: petroleum conservation, diversification

of markets away from the U.S., some continued non-tariff protection

(anti-GATT), basic foods rather than export agriculture, a relatively

large government role in the economy, and heavy expenditure on social



. programs. The idealized internationalist side leans toward: high lev-

els of petroleum production, less emphasis on diversification of markets

and a closer relationship with the U.S., opening the economy more

rapidly to import competition as the best way of developing competitive

industries (pro-GATT), the doctrine of comparative advantage in agricul-

ture, reliance on the private sector for most growth, and trickle-down

theories of income distribution.

It should be noted that. nowhere in policy circles in Mexico (and

few places in the private sector) can be found any individual, let alone

group, advocating a Chilean, Argentine, or even a Brazilian approach to.

these issues. Most internationalists and certainly those in the govern-

ment, accept many of the nationalist precepts. Current policy is a mix

of the two themes, leaning toward the nationalist side.

Below, current trade-related policies and debates will be described

as an introduction to .analysis of trade issues with the United States.

We focus mainly on the sub-debates over petroleum and trade, the agri-

culture debate, perhaps the most difficult and complex, requires exten-

sive discussion of internal social and political structures.

The Petroleum Debate

Mexico now claims some 60 billion barrels of proven oil and gas

reserves and 250 billion in possible reserves,' which would place it

second only to Saudi Arabia. A careful study by the Rand Corporation,

however, estimates a 90% probability that Mexico will ultimately produce

over 70 billion barrels of petroleum liquids, a 50 probability that it

will produce over 90 billion barrels, and a 10% probability that
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production will exceed 120 billion barrels. For natural gas the 90%,

50% and 10% estimates respectively are: 130 trillion cubic feet, 170

trillion cubic feet, and 210 trillion cubic feet.3

At present Mexico produces some 2.2 million barrels per day and

exports about half of this, of which over 700,000 b/d (70%) goes to the

United States. This represents 5.7 percent of U.S. petroleum imports

and makes Mexico the 8th largest U.S. supplier. From January to June

1980 Mexico exported an average of 300 million cubic feet per day of

natural gas to the U.S. Mexico can be expected to earn nearly $11 bil-

lion in foreign exchange from oil and gas exports in 1980. This

represents nearly 70% of merchandise exports for that year, up from only

34% in 1977. As the Rand study points out, the key questions for the

U.S., and for Mexico, though perhaps for different reasons, are what

level will Mexico's production reach, how much will be exported, and to

whom?4

With regard to the production platform question, an intense strug-

gle has continued throughout the Lopez Portillo sexenio between the con-

servationists (most academic economists and intellectuals, some labor

groups and the Ministry of National Patrimony and Industrial Develop-

ment) and the expansionists (some private sector groups, the state oil

company PEMEX, and the powerful petroleum workers union). At first it

seemed as though the expansionists had won, as production increased

3David Ronfeldt, Richard Nehring and Arturo Gandara, "Mexico's
Petroleum and U.S. Policy: Implications for the 1980s." Execu-
tive Summary. The Rand Corporation R-2510/1-DOE, June, 1980, p.
3.

4
Ibid.
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rapidly to 2.2 million b/d and rumors of a much higher platform circu-

lated. Then in mid-1980 Lopez Portillo announced a ceiling of 2.7 mil-

lion b/d through 1982. In November 1980 Minister of National Patrimony,

Jose Andres Oteyza, announced that a ceiling of 1.5 million b/d had. been

placed on exports through 1990 and that no more than half could go to

any one country. This move was directed at the large proportions of

petroleum exports which go to the U.S. A similar ceiling appears to

limit natural gas exports to the U.S. to the 1980 level of 300 million

cubic feet per day. The announcement of the latter ceiling says nothing

about the presumed 2.7 million b/d ceiling on production by 1982, and

suggests by implication that production by 1982 could be as high as 3

million b/d (if half of production is exported).

The softening of the world oil market in the Spring and Summer of

1981 changed the terms of the debate between expansionists and conserva-

tionists somewhat but has not affected basic positions. The conserva-

tionists resisted lowering oil prices while the expansionists, led by

former PEMEX Director Diaz Serrano, supported this virtually inevitable

move. Two price reductions later, in the Winter of 1982, Mexico has had

to ignore quotas on imports to the U.S. with its (previously inconceiv-

able) agreement to sell to the U.S. strategic petroleum reserve and will

probably have to step up petroleum production to meet both internal

demand and loss in projected foreign exchange revenue resulting from

lower prices. Nevertheless, the pragmatism of the Mexican response to

lower oil prices does not signal any reduction in the basic differences

between the expansionists and the conservationists. The U.S. now has a

stronger hand temporarily in negotiating over petroleum issues with Mex-

ico. Should the U.S. choose to overplay that hand, it will simply
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strengthen the arguments of the nationalists in the future.

The dangers of significantly increased hydrocarbon production

involve early exhaustion of reserves and inability of the economy to

absorb export revenues. Two prominent Mexican economists have laid out a

conservationist and nationalist perspective for regulating petroleum

production using the following criteria:5

• Maintenance of reserves. Some suggest that Mexico could

eventually produce in excess of 7 million b/d. Another

conservationist economist has calculated that with reseryes

at 70 billion barrels and growth at 8% per annum, Mexico

would reach the point of 15 years of reserves at existing
production rates by 1986 and with 70 billion barrels by the

mid-1990s -- all much sooner than anyone is currently

expecting. 6

41 Production only of what the economy can absorb. This

involves first keeping down inflation rates and making

sure that all dollars coming into the economy are trans-

formed into internal investment, since oil prices are

likely to rise faster than interest rates. Secondly,
petroleum income should create a permanent source of

wealth -- not simply bail Mexico out of balance of payments

crises as has happened to date. Third, petroleum production

rates should be geared to efficient possibilities for

opening the economy to foreign trade -- but not allowing

Mexico to fall.into the trap of dependence on capital goods

and technology imports. For example, one calculation suggests

that between 1979 and 1986 48% of all investment by PEMEX

would require goods not made in Mexico, thus transferring

abroad much of the benefit of oil industry development.7

• Use of petroleum to negotiate trade agreements. This means

negotiating other Mexican exports to the U.S. in exchange

for petroleum, and negotiating coinvestment and technology

5 •
Rocio Villarrea). y Rene Villarreal, "El Comercio exterior y la

industrializacion de Mexico a la luz del Nuevo GATT." Comercio ex-

teric4. Vol. 30, No. 2. Mexico City, February, 1980, pp; 152-153.

See also Rene Villarreal, "El petroleg como instrumento de desar-

rollo y de negociacion internacional Mexico en las ochentas." El

Trimestre economic°, Vol. XLVIII, No. 189 (Jan-Mar. 1981).

6
Confidential interview, Mexico City, March 1981.

7 Laura Randall, Ila. cit., p. 8.
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transfer agreements with other industrialized countries.

• Maintaining world market equilibrium. Mexico has not
joined OPEC for reasons of national autonomy, good relations
with the U.S., and the fact that it can receive the benefits
of OPEC without joining. Nevertheless, at export levels of
2-3 million b/day, it will have a significant impact on the
world market. It can be expected to act to maintain price
levels and generally go along with OPEC production rate policy.

The second question about petroleum policy is how much will be

exported? The ceiling on exports of 1.5 billion b/d will undoubtedly

hold through 1982 but cannot bind Lopez Portillo's successor. The

issues discussed above concerning the absorptive capacity of the econ-

omy, economic growth policy, and impact on the world market will affect

this decision as well.

On the third question, to whom will the exports go, rests much of

the debate between the nationalists and the internationalists. As the

November announcement suggests, much of the debate will involve rela-

tions with the United States. In the first place, Mexico hopes to use

petroleum as its most important bargaining chip in commercial and other

(e.g., labor migration) negotiations with the U.S. In addition, by

signing petroleum agreements with other countries, as it has already

done with Japan, Spain, and Canada, Mexico expects to receive benefits

in terms of transfer of technology and foreign investment that it might

not otherwise receive.

Second, and perhaps more importantly, Mexico has nationalist and

national security reasons fok wishing to diversify petroleum exports

away from the U.S. The nationalization of the petroleum industry in

1938 by President Cardenas is a major symbol of the Mexican Revolution

-- made even more important because most of the industry was owned by
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U.S. citizens. All Mexican presidents must be especially sensitive to

the charge that they are delivering Mexico's oil back into U.S. hands.

In addition, there is fear that should the U.S. become too dependent on

Mexican oil interruption of the flow could lead to a national security

threat from the U.S. Such fears have been intensified by incidents such

as Energy Secretary Schlesinger's refusal to approve the natural gas

price negotiated between Mexico and U.S. companies in 1979, and a Janu-

ary 1980 complaint by the Carter administration against Mexican price

hikes followed by the discovery a few weeks later that the U.S. was sel-

ling oil to Japan on the spot market at an even higher price.8

Petroleum production and export policy is thus important in terms

of domestic consumption and growth issues, and also as a factor in

determining what kind of a deal Mexico is able to negotiate for itself

in international trade. Yet playing "the oil card" conflicts somewhat

with valid concerns of the conservationists and it is not clear that

Mexico can both use oil conservatively and as a lever for international

concessions to the extent that advocates of both lines imply. The pol-

itical sensitivity of these issues is illustrated by the rather opaque

character of public announcements and the use of rumor to float trial

balloons. The 1980 announcement of the 1.5 million b/d export ceiling

beyond 1982, when the current administration cannot possibly enforce it,

is a case in point, and confuses outside observers (and presumably the

Mexican public) about whether it is a conservationist or an expansionist

8
Richard R. Fagen and Henry R. Nau, "Mexican Gas: The Northern
Connection," in Richard R. Fagen, ed. Capitalism and the State in
U.S.-Latin American Relations (Stanford, Calif.: Stanford Univer-
sity Press, 1979), pp. 382-427.
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The key to Mexican export policy is a vast array of subsidies and

incentives to promote industrial exports. These include certificates of

fiscal promotion, reduced rates for electricity and gas, and preferen-

tial loan rates. In addition, implementation of the foreign investment

law is geared to promotion of. exports (see below), and in certain indus-

tries, such as automobiles and pharmaceuticals, special requirements for

export are traded off against production licenses or local content

requirements. While the Mexican NIDP and GDP recognize that Mexican

exports to the U.S. will depend on fluctuations in the U.S. economy,

policy makers hope to guarantee exports against extreme fluctuations in

U.S. income levels and U.S. protection by negotiating bilateral agree-

ments to guarantee markets, and by diversification of trading partners.

Success of the diversification policy appears limited. Despite

efforts by various Mexican presidents, the U.S. share of Mexican trade

is not very different from what it was over 20 years ago. President

Echeverria (1970-1976) also put major emphasis on diversification of

capital and technology flows, yet this percentage from the U.S. actually

increased during his administration. An area where further diversifica-

tion may be possible, in spite of Echeverria's experience, is that of

technology and service contracts. The Japanbse already have significant

involvement in steel and pipeline technology, and the French and Canadi-

ans may have an increasing role in nuclear development.
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Some of the industries targeted in the NIDP for higher export goals

include:

• Those where the limiting factor is supply, not demand, such
as mining.

• Those which add value to local raw materials or process basic
industrial inputs such as secondary petrochemicals, chemicals,
metal products, agroindustry and fertilizer.

41 Traditional exports that have reduced output because of lack
of investment or competitive capacity such as textiles.

• Those that require large scale demand and thus depend on
foreign markets such as capital goods.

• Sectors that have generated a trade deficit because of control
by foreign companies, such as the automotive industry, pharma-
ceuticals, rubber, and some chemicals.

All the targets mentioned are goals, not reality. At present,

nearly 100% of production goes to meet domestic demands and industrial

export has been labeled "marginal" by at least one U.S. economist. It

is true that the list of Mexico's top export earners has shifted from

primary agricultural and mining products in 1965 (sugar, coffee, cotton,

lead, copper and zinc) to a somewhat more varied list, including pro-

cessed goods (petroleum, coffee, frozen shrimp, chemical products, cot-

ton, automotive vehicles, parts and components, electrical and elec-

tromechanical machinery and equipment, tomatoes, fresh vegetables and

cattle on the hoof). However, trends in exports showed increases in

1978-79 greater than the 43.3% overall increase in exports only in

extractive industries like crude petroleum and chemicals (with agricul-

ture at +18.3% still considerably higher than transformation industries

at +11.2%).9 The big gainers between January-June 1979 and 1980 with

9Al R. Wichtrich, "Mexican-American Commercial Relations" in
Robert H. McBride 212. cit., pp. 4-7.
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total exports up 76.4%, are petroleum derivates (+559.0%), crude oil

(+190.2%), metallic and non-metallic minerals (+91.5%) and tomatoes

(+24.5%).

Import Policy and Protection

In the past five years Mexico has attempted to move from a policy

of import substitution of consumer goods to a policy of selective import

substitution of capital goods and a concentration on export promotion of

most manufactured goods. The by-word has been "rationalizing" protec-

tion, rather than moving to free trade. Until 1976 Mexico had a high

tariff structure, but more importantly had strict quotas on most of the.

7000 items on the tariff schedule. In addition, import permits were

granted not by a centralized executive agency, but by what one Mexican

government official called a "mafia" of sector-specific import commit-

tees formed by local domestic manufacturers. Each committee was consti-

tuted by local manufacturers and passed on each import license on a

case-by-case basis. This led to ample opportunity not only for severe

protectionism but also for virtual extortion. Often cases would arise

where local manufacturers on the import committeed turned down an

import, claiming that they manufactured the product domestically. This

would turn out to be untrue, and in order to get the license passed the

importer might have to agree to buy a certain amount of the local pro-

duct even if it were inappropriate. Certain items, such as automobiles,

could not be imported under any circumstances.

From the perspective of the mid-1970s, Mexico has come a long way

in "rationalizing" protection. Policy has moved to selective tariffs

and quotas plus the subsidies and incentives mentioned in the previous
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section, and local content requirements in areas like autos, auto parts,

and pharmaceuticals. As of December 1979, only 1,729 items on the tar-

iff schedule were subject to prior permit, though these still represent

55% of imports by volume and 60%-by value. In many areas, such as dur-

able consumer goods, quantitative import restrictions have been replaced

by technical/bureaucratic judgements within the Ministry of Commerce,

thus decisions are significantly more centralized. Mexico has not used

non-tariff restrictions of the kind used in some industrialized coun-

tries, such as environmental or labeling laws or other kinds of stan-

dardization requirements.

Entry into the GATT and associated protocols (discussed later)

would eventually produce an even more significant reduction of both tar-

iffs and non-tariff restrictions, however, as discussed below, Mexico is

at present unwilling to take this step toward implementing a free trade

philosophy. Indeed there are signs that not only do powerful forces

reject the ideology of free trade as propounded in GATT, but that even

the current steps may go too far for certain groups. The next phase of

liberalization (Phase II) was to introduce a two-year procedure starting

in 1981 to remove import restrictions on all but 700 items on the tariff

schedule. There are signs, however, that affected industries are cal-

ling in political IOUs, and either the procedure will be delayed or the

number of items affected will be less than anticipated. In a few cases,

such as beer and hi-fi equipment, quantitative restrictions have been

re-imposed when foreign competition led to domestic complaints. In

addition to the obvious interests of the protected industries, the

maintenance of protection in such areas is justified ideologically by

the argument in some governmental and academic circles that it is not in
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the national interest to spend foreign exchange on luxury imports,

regardless of whether a domestic market willing to pay high prices

exists. The latter view is not without opponents in Mexico, but it does

create a coincidence of interests between nationalist and statist offi-

cials, and intellectuals and elements of the private sector harmed by

imports of consumer goods.

The Exchange Rate

The Mexican peso has traditionally been pegged to the U.S. dollar.

Its value is mainly affected by relative inflation rates between the two

countries and Mexico's trade deficit with the U.S. Pressure on the peso

stems from the mutual free convertibility of the two currencies and the

lack of any other restrictions on currency flows. The dollarization of

the Mexican economy has made monetary restrictions difficult for Mexican

authorities to implement.

With high and probably increasing inflation in Mexico (the rate was

about 30% in 1980, over 28% in 1980, and probably considerably higher --

and perhaps up to 4(3-45% -- in the late 1980s) the peso is increasingly

overvalued. A number of factors work against devaluation, however. One

observer notes that a projection of 30 pesos to the dollar by 1985 (the

rate in January 1982 is now 22-23/dollar) would accommodate only half

the anticipated change between Mexican and U.S. cost levels.10 Petroleum

exports make devaluation unnecessary in balance of payment terms and

10
Gary Clyde Hufbauer, W.N. Harrell Smith IV, and Frank G. Vuk-

manic. "Bilateral Trade Relations" in Susan Kaufman Purcell (ed.)
Mexico-United States Relations. The Academy of Political Science,
Vol. 34, No. 1, 1981, p. 139.
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devaluation would produce even higher inflation rates since so much of

Mexico's food, capital goods, and consumer goods are imported. In par-

ticular, given high levels of basic food imports, devaluation (without

even more massive subsidies) would be especially hard on the poor.

Without devaluation, however, Mexican industrial exports will be

squeezed between rapidly rising domestic costs and the sluggish exchange

rate. At even a 25-30% inflation rate (the minimum that can be expected

under present policies), in two years the cost relations will change

more than profit margins. The implication appears to be that to

increase earnings from manufactured exports, Mexico must either reduce

inflation or devalue in the short run and increase productivity in the

manufacturing sector in the long run.11 However, this squeeze may not be

felt by the industries themselves, since overvaluation of the peso pro-

vides subsidized imported inputs for many industries which can be com-

bined with production subsidies to reduce the pain of import competition

for the final product.

Thus, like the situation for import quota protection, it is in the

interest of certain manufacturing industries to maintain an overvalued

peso. Like that situation, the nationalist ideology of some government

and intellectual circles coincides with these interests somewhat. Trad-

itionally it is an element of national pride for Mexican presidents not

to devalue the peso. No Mexican president in the past several decades

has devalued unless the outflow of funds into dollar accounts or abroad

has been so great as to threaten the ability of the central bank to sup-

Laura Randall, Randall, Ila. cit., p. 15.
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port the peso. Immediately before the 1976 devaluation Mexico suffered

capital flight of several hundred million dollars per day. While it may

not be impossible, it will be very difficult politically for a Mexican

president to devalue and to maintain his nationalist credentials in the

absence of a balance of payments crisis. The Lopez Portillo administra-

tion appears to have opted for a series of mini-adjustments of only a

few percentage points per year, which are not expected to resolve the

problem of non-competitive manufactured exports.

Foreign Investment and Technology Transfer

The tension in Mexico between the ideologies of capitalism/

internationalism and social justice-oriented nationalism with roots in

•the Mexican Revolution have always made the relationship between the

state and private sector, and particularly the role of foreign invest-

ment (mostly U.S.), a politically sensitive one. While the private sec-

tor has been powerful both politically and economically, it has never

had a legitimate plabe in the revolutionary coalition. There is not the

degree of interpenetration of political and economic elites in Mexico

that exists in most capitalist countries, and there is an undercurrent

of hostility and suspicion between business and government that is not

fully submerged even under an administration as favorable to the private

sector as Lopez Portillo's.

The role of foreign investment is affected by both this underlying

suspicion and by Mexican nationalism vis-a-vis the U.S. During the

early 1970s, the concern of Mexican nationalists regarding the presence

of foreign capital in key sectors led to the passage of several laws

regulating foreign investment. The 1973 Law on Foreign Investment
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expanded the requirements for Mexicanization of all enterprises, limit-

ing virtually all new investment to 49% foreign equity and, in some cru-

cial sectors, considerably less. The Transfer of Technology Law in the

same year set limits to the amount that could be paid in royalties for

foreign technology, as well as limiting the kind of technology that

could be transferred. The two laws established commissions for oversee-

ing foreign investment and technology, and for implementing the legisla-

tion in the national interest. A third and very controversial piece of

legislation, the Law on Patents and Trademarks, restricted the rights of

patent holders and required that within a certain period all foreign

trademarks must be associated with domestic brands and so indicated in

the packaging of all products. The latter provision was not implemented

under Echeverria and has been so unpopular among multinational trademark

holders that the Lopez Portillo government has postponed it on a year-

to-year basis.

U.S. direct investment in Mexico has declined from 81% of all

direct foreign investment in 1970 to 70% in 1980. However, in terms of

new investment in 1980, U.S. share was back up to 83%, total new direct

foreign investment in 1980 was $1.2 billion, of which the U.S. accounted

for $1 billion. Direct U.S. investment totals only 4% of total national

investment in Mexico and 9% of private investment. Nevertheless, it

tends to be in the most dynamic, capital intensive, and high-technology

sectors of the economy, and nearly 90% iS in manufacturing. The argu-

ment of the nationalists is that this gives U.S. and other foreign capi-

tal a control of economic activity way beyond its actual percentage par-

ticipation. The legislation described above was therefore designed to

limit the autonomy of foreign capital, assuring that foreign capital
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would act to further the goals of government planners. Among these

goals are: providing increased employment, investing in areas outside

Mexico City, increasing usage of domestically manufactured inputs, and

promoting exports.

There has been some shift in priorities for foreign investors under

the Lopez Portillo administration. In technology transfer the emphasis

has gone from keeping royalty payments low, to a de-emphasis on price as

long as the technology allows penetration of international markets

and/or the adaptation to Mexican market conditions, and helps substitute

for imports. With regard to foreign investment, generally the post-

petroleum boom attitude is that foreign investment is not so important

for the capital it provides, but rather for the technology or expertise

it brings and the increased capacity it provides (existing foreign

market positions, for example) to increase Mexico's manufactured

exports.

The major conflict within Mexico concerning the role of foreign

investors and trade is, on the one hand, recognition that multinational

companies do and will play a major part in improving Mexico's export

capacity and, on the other hand, the suspicion in some government cir-

cles that such investors may disproportionately influence the direction

of economic and social development. It is true that MNCs account for

25% more exports than their share of production in Mexico, and it is

estimated that around half of trade takes place between subsidiaries and

parent MNCs. Foreign companies investing in Mexico are thus likely to

play an increasingly larger role in Mexican trade with the U.S. and

elsewhere. On the other hand, foreign companies do not accept many of
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Mexico's nationalist objectives and often resist and seek to avoid Mexi-

canization, the trademarks law, decentralization of industry outside

Mexico City, and a larger role for the Mexican state in the economy. In

addition, the MNCs resent much of the rhetoric and open suspicion voiced

in Mexico over the role of foreign investors. Mexican policy toward

foreign investment is likely to continue to exhibit an ambivalence

between encouragement of foreign investment as a major part of its

export-led growth policies, and suspicion of foreign investment as

potentially disruptive of a socially-oriented and independent develop-

ment model.

The Agriculture Debate

Agriculture is likely to be the single most important social, pol-

itical and policy area for Mexico in the 1980s and 1990s. Doing justice

to the social, political, and economic complexities of this sector would

lead us too far afield for the present discussion of the direct and

immediate implications of agriculture for Mexico-U.S. trade policies.

The rural areas are Mexico's political Achilles Heel. Rural

underemployment may be as high as 60%, and despite the fact that there

exist a vast number of peasant associations, and that the official party

bases one of its three official sectors on peasant representation,

peasants have never really been incorporated into the political system

to the extent that skilled labor has. Instead, the government has used

tactics of divide-and-rule, cooptation, bribery, and outright repression

to keep the peasantry -- those who benefit least from the regime -- pas-

sive and divided. The most significant device for maintaining social

control in the countryside is land reform and the e'ido system.
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After the consolidation of the Mexican Revolution and into the

1930s, Mexico embarked on a major land reform program by expropriating

large estates from private owners and turning over these and some

• government-owned land to peasants for their use. The land is divided

into units called e'idos. Most are farmed collectively but all are

owned by the state and cannot be sold, yet can be passed down to heirs.

Approximately half the cultivable land in Mexico is under the e'ido sys-

tem, while the other half is owned by private individuals. Some of

these private owners are small farmers and differ little from the e'ido

farmers, but a few -- and these control the bulk of the irrigated land

-- are owned or otherwise controlled by large-scale producers. These

large farmers are economically and (because of ties to the state and

national governments) often politically dominant in the regions where

they farm. They are concentrated in the northern states of Sinaloa and

Sonora, tend to produce for export, farm mostly irrigated land, have

access to credit and agricultural inputs unavailable to e'ido farmers

and other small producers. The latter tend to farm in rainfed areas

with attendant uncertainties of weather, and to produce subsistence

crops and basic foodstuffs such as corn and beans.

During the past 10-15 years, Mexico has had to import large quanti-

ties of grain and other basic foods while exporting crops like winter

vegetables, cotton, and coffee. In recent years the presumed "compara-

tive advantage" of this strategy has turned against Mexico, and some

observers believe that by 1990 food imports will eat up over half of

petroleum revenues, totally overwhelming agricultural export revenues.

These and other considerations have led the Lopez Portillo government to
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re-emphasize the production of basic foodstuffs through the Mexican Food

System (SAM). SAM proposes to revitalize the rainfed areas -and to make

changes in credit availability, agricultural pricing, and other key pol-

icies which will increase the productivity of those who grow basic'

foods, i.e., elido and other small-scale farmers.

The problems with this approach are numerous, but for our purposes

the key one is the implicit conflict between agriculture for export and

agriculture for internal consumption. While SAM claims to be interested

in increasing production of basic foods but not in reducing exports,

many agricultural experts note that it is very unlikely that both hopes

can be realized. In other words, it is very unlikely that the rapidly

growing Mexican population can be fed solely from rainfed agriculture.

This goes to the heart of the debate over the Mexican development model.

Will policy emphasize basic food self-sufficiency, small farmers, and

employment through labor intensive agriculture, or will there by a con-

tinuation of policies which support export agriculture, rural dependence

on imports and exploitive distribution and marketing systems, large and

privileged farmers, and unemployment in rural areas because of mechani-

zation and other capital-intensive methods? The argument is clearly

much more complex than stated above, and the above formulation leans

toward those who oppose an emphasis on export agriculture. Neverthe-

less, the issue represents a real choice and one which will be very pol-

itically sensitive to make -- if it can be made at all. Indeed, if

attempts were made to actually carry out a food self-sufficiency policy,

the political ramifications in terms of power shifts among social groups
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in the rural areas might well be equivalent to a second Mexican Revolu-

tion.

In terms of trade relations between the U.S. and Mexico, three

related issues are or will be the focus of conflict. The first is a

general one and may be formulated as Mexico's fear of "the food weapon."

If Mexico becomes permanently dependent on basic food imports from the

U.S., then, according to this view, the U.S. will be able to exert undue

pressure on Mexico for all kinds of trade and other concessions by sim-

ply withholding grain. 12

A second issue is the equivalent of the first with regard to Mexi-

can food imports into the U.S. This will be discussed more fully in the

section on specific products but, put simply, Mexican exports of winter

vegetables, for example, are seen as extremely vulnerable to non-tariff

barriers -- such as anti-dumping petitions and suits -- initiated by

protectionist groups within the U.S.

The third issue relates to agricultural development and the entry

into GATT. Mexican opponents of GATT argue that while the U.S. pro-

tects its agriculture through non-tariff barriers such as anti-dumping

legislation, Mexico's policies to stimulate agricultural production

- through subsidies and incentives run afoul of the GATT regulations.

This issue will be discussed in more detail below.

12
Steven E. Sanderson. "Florida Tomatoes, U.S.-Mexican Relations

and the International Division of Labor." Paper prepared for the
Latin American Studies Association Meetings, Bloomington, Indiana,
October 1980, pp. 33-34.
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TRADE CONFLICT BETWEEN THE U. S1 AND MEXICO

Ideologies, Institutions and Interests 

We have discussed the differences in historical experience and

models of development which form the background to trade conflicts

between Mexico and the U.S. At a somewhat less abstract level, there

are ideologies and perceptions of government officials and key opinion

leaders, institutional decision-making processes, and perceived national

interests at variance between the two countries.

The difference in perceptions is linked to a broader ideological

distinction which, stated in oversimplified form, is: In the U.S. the

reliance on the free market, and therefore free trade, is the only

available ideology (whatever the deviations in practice), while in Mex-

ico the state is regarded as the only mechanism which can guarantee the

desired balance between social justice and economic growth. The general

view in the U.S. is that Mexican protection will inevitably produce

inefficiency, while the Mexican argument is that a planned mix of pro-

tection and competition is the only way to lay an industrial export

base. A former U.S. Department of Treasury official has rather neatly

phrased the corresponding diffef.ence in institutional practice as

between Mexico City planners dealing in targets and Washington lawyers

dealing in rules.13 These differences, for example, are at the heart of

much of the debate over Mexico's entry into GATT.

Centralization in Mexico versus decentralization in the U.S. is

13
Hufbauer, et. al., Ila. cit., p. 141.
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another aspect of the decision-making process which affects the trade

debate. The U.S. is politically incapable of targeting only certain

selected industries for export promotion, while this is the basis of the

Mexican NIDP. In the area of protection, as noted above, Mexico has

recently moved toward a more centralized system for managing protection.

The U.S., in contrast, has maintained or even expanded a decentralized

system of implementing such non-tariff barriers as anti-dumping and

countervailing duties provisions. In the 1979 Trade Agreements Act, for

example, considerable discretion over the control and timing of these

protectionist tools is removed from the executive branch and passed to

the courts -- thus placing protectionist initiative more in the hands of

U.S. domestic industry affected by import competition. Because of

these and other differences in perspective and processes of institu-

tional decision-making, the two countries, often correctly, perceive

their objective interests to be in conflict. This is generally recog-

nized more clearly in Mexico than in the U.S.

Each country tends to label the other's trade policies as motivated

by "politics." In the most extreme cases, the U.S. use of the word for

Mexico tends to mean "irrational and/or paranoid," while the Mexican

formulation vis-a-vis the U.S. means "Machiavellian." In the U.S., the

issues most commonly mentioned are Mexico's deferral of entry into GATT

and Mexico's insistence on an independenttpetroleum production/export

policy. These are seen as motivated by a somewhat irrational view of

U.S. intentions toward Mexico. In Mexico the issues mentioned are the

motives behind the Generalized System of Preferences, GATT, and U.S.

interest in Mexican petroleum. The GSP is seen not as an effort to aid

developing countries but as a tactic to undercut the unity of the
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UNCTAD/Group of 77 nations. GATT is often seen not as a multilateral

trade agreement but as a multilateral "cover" for a series of bilateral

agreements between key world economic powers. The most negative Mexican

interpretation of U.S. motives regarding petroleum is that the U.S.

regards Mexico as "an oilwell."

It should be emphasized that these are the most conflictive

interpretations of these issues. Most policy-makers recognize that the

issues are more complex and that, to the extent that real interests do

conflict, mutually satisfactory compromises may be negotiated. Because

both sides know that these interpretations are the opening round in a

prolonged negotiating process, both are at pains to define the terms of

the negotiation in a way most favorable to themselves. In this sense

both are taking a rational view. In the following examples of specific

Mexico-U.S. trade issues, it should be noted that at one level the

debate concerns the substance of the issue, at another level the debate

is over the tactical and strategic advantages or disadvantages for Mex-

ico vis-a-vis the U.S.

The Generalized System of Preferences (GSP)

While the GSP (Title V of the 1974 Trade Act) is generally seen by

the U.S. as highly advantageous to Mexico, many Mexican commentators

point to its deficiencies, both substantive and political. Mexico was

the principal Latin American beneficiary of GSP in 1979, exporting $546

million to the U.S. under its provisions (up from $245 million in 1976).

This represented 6% of Mexico's total 1979 exports.

Some Mexican commentators point out that, in comparison to Mexico's
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needs, the GSP is extremely inadequate.14 Five weaknesses mentioned by

del Castillo are: 1) Textiles are excluded from GS, 2) There are

unrealistically low competitive need limits which, along with other

exceptions, reduced Mexico's actual exports in relation to potential by

75%, 3) Certain agricultural products are excluded, 4) There is vague-

ness and administrative discretion written into the law which allows

many items to be barred by customs officials at the border for "adminis-

trative reasons," and 5) There are beginning to be moves to "graduate"

Mexico from GSP for certain products. The latter two points are some-

times interpreted in Mexico as politically motivated in order to influ-

ence Mexico to make decisions in line with U.S. trade policy (such as

joining GATT). The overall substantive objection is that the GSP forces

Mexico to export moderate amounts instead of large amounts of products

in precisely those ai'eas where its comparative advantage is greatest.

Indeed, Mexico has shifted some exports to sections 806.30 and 807 of

the Tariff Code (those relating to in-bond industries) because these do

not have restrictive ceilings. The disadvantage under the latter sec-

tions is that local Mexican components cannot be imported duty-free into

the U.S.

In addition to the substantive objections, the GS is seen in some

circles in Mexico as motivated by the desire to divide the developing

countries between the so-called Newly Industrializing Countries (NICs)

like Mexico, which would benefit considerably from the GS, and other

14
Gustavo del Castillo. "The Generalized System of Preferences

and Mexican-U.S. Relations." Paper prepared for The Latin Ameri-
can Studies Association Meetings, Bloomington, Indiana, October
1980.
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LDCs, which would not. The GSP, under this interpretation, is part of

an OECD strategy to prevent Third World unity, to scuttle UNCTAD

efforts, and to split the group of 77.

•

Protectionism in the U.S.

A Mexican concern related to the above discussion is that the U.S.,

while calling for an end to protection in Mexico, practices protection

on its own terms. The 1974 and 1979 Trade Acts in the U.S. provide a

number of non-tariff tools for alleviating the impact of foreign com-

petition which have or may bring the U.S. and Mexico into conflict in

specific areas. The 1979 Trade Act did more than simply codify fair

trade rules because, as we have noted above, it gives more control to

the U.S. private sector, through the courts, over the timing and selec-

tion of protection issues. The most publicized case of conflict was the

petition by Florida tomato growers to have the Commerce Department find

that Mexican growers were dumping (selling below cost) winter tomatoes

on the U.S. market. Though the Commerce Department found in favor of

the Mexicans, i.e., no dumping, the Florida growers now had the right to

file suit in customs court and have in fact done so. Some U.S. offi-

cials expect further suits over winter vegetables and such products as

ammonia, of which Mexico is the largest exporter to the U.S.

In addition to anti-dumping legislation, a number of protectionist

tools may be used against Mexican exports. These include: countervail-

ing duties, unfair trade practices, and import relief action provisions.

A countervailing duties suit has already been filed against Mexican

imports by a company representing the leather apparel industry, an
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unfair trade practices suit was thought to be in the works with respect

to Mexican auto parts exports; and import relief action may still be

applied to Mexican auto exports because of local content and export per-

formance requirements for the auto industry in Mexico. In addition,

specific pieces of U.S. legislation protect U.S. industry against Mexi-

can imports in key products where Mexico has a comparative advantage.

These include textiles (the Multifiber Agreement), cheese, and shoes.

Finally, the issue of unskilled labor migration from Mexico must be

mentioned here. While Mexico is not unambivalent about the costs and

benefits of Mexican migration to the U.S., it is pointed out that the

unwillingness of the U.S. to allow the free flow of labor across the

border contradicts the free market/free trade ideology which the U.S.

uses to argue the need for a dismantling of Mexican protectionist and

other barriers to the free flow of U.S. goods and capital across the

border.

The GATT

With the possible exception of petroleum and the "Tomato War,"

Mexico's announcement in mid-1980, after many months of negotiation and

debate, that it would defer entry into the GATT, has caused more concern

in the U.S. than any other trade-related issue. While the issue does

not constitute a direct conflict, it is certainly true that U.S. private

sector organizations and the U.S. Government, had been making major

efforts for over a year to induce Mexico to join.

The GATT issue points up most clearly the two levels of trade con-

flict between Mexico and the U.S.: substance and strategy. In the final
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analysis, the U.S. emphasized the immediate substantive advantages for

Mexico of joining, while Mexican opponents of GATT emphasized strategic

disadvantages. It should be pointed out that the GATT decision was

hotly debated within Mexico, and there is every indication that '

President Lopez Portillo himself favored entry into GATT.

Puzzlement in the U.S. over the Mexican decision is partly based on

the fact that, as one U.S. Treasury Department official noted, Mexico

negotiated the best GATT entry protocol ever negotiated. Mexico is the

largest U.S. trading partner not in GATT, and U.S. officials emphasize

the importance of developing a framework to negotiate trade issues

quietly, to avoid having each potentially conflictual issue or product

become politicized and damage the overall relationship. In addition,

one aspect of the favorable entry protocol was that Mexico had a long

grace period (in some cases up to twelve years) to adjust its tariff and

non-tariff trade policies to the requirements of GATT.

Some U.S. officials feel that even more important than joining GATT

itself would be the signing by Mexico of the associated Subsidy and

Countervailing Measures Agreement. This agreement covers the main issue

between the two countries regarding imports of Mexican products into the

U.S.: the fact that Mexican export policy is based on subsidies and

incentives to encourage domestic industry, while U.S. anti-dumping and

countervailing duties legislation are designed precisely to counteract

such a policy. The U.S. argument is first, that if Mexico does not sign

the Subsidy and Countervailing Measures Agreement, U.S. industry will

not have to show injury (a difficult procedure) in order to have coun-

tervailing duties applies against Mexican products; and second, that
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there will be no framework for negotiating the politically damaging con-

flicts that are likely to ensue in specific product areas. Several U.S.

officials stated that Mexican opponents of GATT apparently believed (as

a result for example, of the Commerce Department finding of "no dumping"

in the tomato case) that the U.S. executive branch, whatever the rhe-

toric, would never actually apply countervailing measures against Mexi-

can goods for fear of damaging U.S.-Mexico relations and losing access

to Mexican petroleum exports. In the view of these same U.S. officials,

however, this calculation was mistaken because of the decreased discre-

tion given the executive branch by the 1979 Trade Act. They foresaw a

number of trade conflicts as potentially quite damaging to U.S.-Mexico

relations as a result of court cases out of the control of the State

Department, Commerce Department, or even the White House. Such con-

flicts could damage the possibility of further progress even in the area

of bilateral U.S.-Mexico trade agreements.

This brief description of the U.S. perspective reveals that a

number of threads discussed in previous sections of the paper reappear

in the GATT decision: the U.S. view that eventually Mexico must move

toward a free trade orientation; the Washington preference for general

rules; the emphasis on a decentralized trade policy-making process; and

the hint that the Mexicans are miscalculating their own true interests.

A final aspect of the U.S. view that has not been mentioned becomes

important as we discuss the Mexican view: th U.S. preference for a

multilateral rather than a bilateral format for negotiating trade issues

with Mexico.

The basis of Mexico's opposition to entry into GATT may be divided
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into those arguments which refer to Mexico's strategic negotiating posi-

tion vis-a-vis the industrialized world, especially the United States,

and arguments which refer to the specific aspects of the entry protocol.

Three related points underlie the strategic argument:

• Entry into GATT, regardless of specific exceptions negotiated
for Mexico, implies accepting the rules of the international
trade game laid down by the U.S. and Europe. Mexican entry
into GATT means at least tacit acceptance of a free trade
ideology and the gradual elimination of protection, regardless
of how much domestic policy-makers feel it is inappropriate
in specific cases.

a The multilateral context for negotiating trade issues puts
Mexico at a disadvantage vis-a-vis the U.S., its major and
overwhelming trading partner. For the first time in history
the U.S. needs trade with Mexico as much as or more than
Mexico needs trade with the U.S. This is true not only
because of U.S. petroleum needs, but also because, with the
oil boom, the internal Mexican market will expand rapidly and
provide the opportunity for the U.S. to expand exports which
are increasingly crucial to maintaining the value of the dollar
and financing its other trade deficits.

• The format of GATT is both too broad and too narrow. It is
too broad because it really does not address the key areas
where the developed countries exercise protection against
exports from the developing countries. Mexican opponents to
GATT argue that, in reality, crucial products are negotiated
on a bilateral basis, for example, U.S.-Japan agreements on

.color TV sets, and agreements with other countries on steel,
shoes, boat construction, textiles and other products. These
bilateral agreements come precisely in the areas where develop-
ing countries, including Mexico, have a competitive edge. The
format of GATT is considered too narrow because, like the GSP,
it is seen as partly a political effort to split the Newly
Industrializing Countries from other LDCs, and thus derail the
Group of 77. Unlike the UNCTAD proposals, GATT does not deal
with issues of structural changes in the international trade
system, such as regulating world markets and the use of
international capital.

With reference to the specific content of the GATT and Mexico's

entry protocol (which even the opponents accept as a relatively favor-

able one), three other points are worth mentioning:

• The rules and the spirit of GATT affect not so much current
Mexican policy but projected future policies. While GATT
and its associated tariff code agreements foresee the gradual
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elimination of tools like quantitative controls, subsidies
and public sector purchases, Mexican planners foresee the
imposition or withdrawal of such measures as the situation
warrants into the foreseeable future. In other words, a
quota might be lifted for a product and then reimposed in a
few years. The GATT would prevent such freedom without
extensive consultation and trade-offs on a case-by-case basis.

e Mexico can rationalize its system of protection without entry
into GATT.

e Entry into GATT would prevent Mexico from playing its "oil
card." GATT does not recognize the freedom to restrict trade
in non-renewable resources unless this is accompanied by
internal production/consumption restrictions. The Mexican
view is that this not only restricts national sovereignty in
an unacceptable way, but also prevents the use of petroleum
agreements as a selective tool to receive special commercial
preferences.

We have mentioned that the decision by Mexico to defer entry into

GATT-occasioned both a difference of opinion with the U.S. and a major

debate within Mexico. While Lopez Portillo is believed to have favored

entry into GATT, he took no active public role in the debate. Instead,

an unusual political process took place within Mexico. The President

encouraged a protracted public debate on the issue and apparently abided

by the result. This is probably a result of the fact that the left --

those who support a more nationalist development model -- lined up

against GATT, and because of a number of other decisions, such as

increases in the petroleum production platform, for whichthe government

was already under fire for tipping the political balance too far toward

capitalist internationalism. Thus, in the ongoing internal debate over

the development model in Mexico, the GATT became an important substan-

tive and symbolic issue. While Lopez Portillo defined the rules of the

debate by prohibiting cabinet ministers from taking an active role, the

line-up was much as might be expected. The Ministry of National Patri-

mony and Industry and groups like the Colegio Nacional de Economistas
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entry, as did the Ministry of Agriculture (representing some import-

sensitive farmers). The Ministry of Commerce and the large industrial

groups, especially those linked to multinational companies, supported

entry, as did various conservative economists. In this sense the GATT

decision was at the center of the most important permanent policy issue

in Mexico over the past 40 years in Mexico: capitalist internationalism

vs. statist nationalism.

INDUSTRY - SPECIFIC ISSUES IN U.S.-MEXICO TRADE RELATIONS

The following cases are a brief sampling of the product areas where

many of the trade issues discussed in the previous sections have been or

probably will be played out.

Tomatoes/Winter Vegetables

In 1979 and 1980 the most publicly visible trade conflict between

Mexico and the U.S. involved a petition by Florida Tomato growers that

the Treasury Department (and subsequently the Commerce Department) find

that Mexican growers of winter tomatoes were dumping their produce on

the U.S. market. The issue is important because it illustrates the con-

flict between the decentralized forces of U.S. protectionism and the

efforts by the U.S. executive branch to contain these forces in the

interest of improving U.S.-Mexico relations. It is also important

because it involves an area -- agricultural exports -- which earns a

large amount of export revenue for Mexico (fruits and vegetables were

valued at over $500 million in 1979) and where other issues of this kind

may arise; for example, with regard to other fruits and vegetables,
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hides and skins, and pork. The issue was a complex one and illustrated

a pattern which is likely .to show up increasingly in U.S.-Mexico trade

relations. It was less a conflict between the U.S. and Mexico than it

was a conflict between coalitions extending across national boundaries.

It pitted Florida tomato growers against an international coalition of

Mexican producers in Sinaloa and Sonora and U.S. distributors in

Arizona and elsewhere in the Southwest.15 The role of the U.S. executive

branch was that of attempting to balance the outcome between maintaining

harmonious relations with Mexico and avoiding the wrath of Florida

growers in an election year.

The Automobile Industry

In 1977, the Mexican government issued an auto decree designed to

achieve a balance in exchange earnings on automotive vehicles and auto

parts. It replaced a policy of requiring the mostly foreign-owned auto

companies to meet a 60% local content requirement. Instead, the 1977

decree introduced a package offering tax, credit, and capital goods

import incentives to attract further investment and the option of either

meeting a 75% local content requirement by 1981 or trading this off

against increased exports (usually to the parent company in the U.S.,

Germany or Japan). In addition, price controls were relaxed for the

domestic market. For this and other reasons, Mexico benefited from mas-

sive new investments in 1979-80 on the part of the U.S. big three plus

Volkswagen and Nissan.

15
Steven E. Sanderson, 112. cit.
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While Mexican goals of balanced trade in the auto industry by 1985

are probably overly optimistic, the size of the investment by the U.S.

companies suggests that by mid-decade Mexican exports of auto parts to

the U.S. may be well above the 1979 figure of 2% of parts imported into

the U.S. Potential conflict centers around the complaint.by U.S. auto-

workers that Mexican policy, and the auto companies' response, is

exporting needed jobs from the U.S. to Mexico. According to U.S. trade

officials, this may be an area where Import Relief Action provisions may

be applied. These officials also note the possibility that similar pol-

icies in Mexico might be applied to petrochemicals, textiles, and steel.

The issue of job exports from the U.S. has also been raised for some

time by the in-bond industry (maouiladora) program, which grew from $3

million in value added in 1966 to over a $1 billion in 1979. Autos and

the other product areas mentioned here exhibit a somewhat similar pat-

tern to winter vegetables in that the conflict promises to be between

international coalitions, in this case U.S. labor (and perhaps some

domestic manufacturers) versus the Mexican government (at least impli-

citly) and multinational companies.

Pharmaceuticals

The pharmaceutical industry illustrates what is seen by the Mexican

Government as essentially a conflict between Mexican nationalism and the

practices of some multinational companies. Current political processes

are the culmination of at least a ten year effort by Mexican national-

ists to have foreign firms manufacture pharmaceuticals from primary pro-

ducts in Mexico, rather than simply marketing them there. Over 85% of

the market is controlled by foreign firms. Pharmaceutical companies
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have been a major target of the left because they are seen as charging

1 higher prices than if they were integrated domestically, and because the

area is considered vital for national self-sufficiency (second only to

food). Pharmaceuticals, because of their relationship to health care

for the poor, are central to the social justice component of Mexican

nationalist ideology. Most pharmaceutical companies have strongly

resisted efforts by at least two Mexican presidents to make them

integrate their operations. In 1980 the government decided that the

right to produce and market pharmaceuticals would be auctioned. Bidders

would be required to export, to incorporate local primary materials, to

limit payments for technology transfer, and to reduce foreign equity

from the current average of 85% to 49% or below. Import ceilings on raw

materials as well as export targets were set. While this product area

is characterized more by domestic conflict than those described above,

it has clear implications for trade and the way that, particularly from

the Mexican perspective, trade issues shade imperceptibly into issues of

world market structure and the movement of international capital --

issues which are not addressed by GATT and other OECD-initiated multila-

teral trade agreements. In addition, the issue illustrates what is

perhaps an earlier stage in the relationship between the Mexican govern-

ment and MNCs than is represented by the auto industry. Automotive pol-

icy was quite conflictual during the mid-1970s. The 1977 auto decree

has shifted the basis of the conflict from one between certain Mexican

government officials and foreign auto companies, to one between an alli-

ance between the Mexican government and MNCs versus manufacturing and

• labor groups in the U.S.



Petrochemicals

The petrochemical industry is one of the major export growth indus-

tries targeted by both the National Industrial Development Plan and, the

Global Development Plan. According to projections in these plans,

growth of secondary petrochemical exports will be 19% per year in the

early 1980s. Fertilizer export growth is projected at 10% per year.

This level of growth is based on subsidized energy inputs. The obvious

market is the U.S. and if the targets are met, imports from Mexico might

be high enough so that injury to domestic manufacturers could be shown.

U.S. trade officials predict that this is an area where unfair trade

practices and relief action provisions in U.S. law may be invoked --

possibly leading to conflict between the U.S. and Mexico.

CONCLUSIONS

The next. five years in U.S.-Mexico trade relations will bring

potential conflict in many of the areas we have mentioned. The way

these are resolved will, of course, depend primarily upon the course of

overall U.S.-Mexico relations. Petroleum need not be a major area of

conflict if the U.S. does not press Mexico to adopt any particular pro-

duction or export policies. There are signs that this is beginning to

be understood in the U.S. The issue most likely to trigger conflict is

not directly related to either oil, trade, or even to Mexico, but rather

the possibility of U.S. intervention in Central America. If the U.S.

becomes overly or publicly concerned either about Mexico's role in sup-

port of the left in Central America, or about the security of Mexican

petroleum in the event of increasing revolutionary activity in Guate-

mala, El Salvador and Honduras, then relations with Mexico will
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deteriorate along a broad spectrum.

In the area of trade, the two most likely areas of conflict are,

first, continued U.S. protection in areas where Mexico already has com-

parative advantage -- textiles, shoes, certain agricultural commodities,

and certain other labor-intensive industries. The "tomato war" was

resolved temporarily in favor of the Mexican producers, but the issue is

in the courts and might not only be reversed, but might also lead to

further petitions and suits over similar products. Second, if Mexico's

Industrial Development and Global Development plans approach their tar-

gets for the mid-1980s, there may be increased usage of non-tariff bar-

riers (countervailing duties, etc.) against Mexican exports which bene-

fit from subsidy and incentive programs in Mexico (including energy sub-

sidies). Some Mexican officials apparently believe that these issues

will be resolved in Mexico's favor -- and events so far bear out this

belief -- but decreasing U.S. executive discretion and increased Mexican

exports of auto part, petrochemicals, steel, and capital goods could

trigger a severe negative response in the U.S. One factor which may

render these issues moot is the strong possibility that in spite of

export targets in Mexican plans, internal bottlenecks, increasing infla-

tion, and rising domestic consumption will reduce Mexico's capacity to

export these products in the near term.

In addition to potential conflict, there will undoubtedly be con-

siderable mutual adaptation. The area where this is most likely is

bilateral agreements on trade. We have seen that Mexico deferred entry

into GATT in part because the multilateral character of GATT did not fit

Mexico's current strategic objectives. The Reagan Administration may
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decide that a series of bilateral agreements is the only way in which

potential trade conflicts can be resolved given Mexico's decision.

Areas in which such agreements might be expected in the near future

include: petrochemicals, manufactures from in-bond industries (Mexican

exports), food and food packaging and processing material, transporta-

tion and storage goods, and services and technology transfer. In addi-

tion to a U.S. move toward bilateral and industry-specific agreements,

Mexico may be expected to feel the need to move toward legislation simi-

lar to that of other developed countries, with laws on anti-dumping and

assistance to industries affected by foreign trade, thereby Supplement-

ing or substituting for current quantitative import restrictions.

In addition to conflict and adaptation, the future of Mexico-U.S.

trade relationships will be characterized by increasing integration and

increasing complexity of alliances and conflicts. Mexico rejects an

idea often mentioned by business and other circles in the U.S., i.e., a

North American Common Market. This is seen as either a veiled attempt

to acquire Mexican oil and gas, or at best as leading to a process which

will merge the Mexican development model with that of the U.S.

Nevertheless, even without any formal agreements, the process of

integration is taking place and is likely to continue. Bilateral agree-

ments will further the process, as will increased U.S. investment in

Mexico's auto industry, expansion of the.in-bond industry program, and

continued labor migration. Some see the move toward a de facto common

market in the possible expansion of the free zone and overland smuggling

of gasoline north and of cheaper U.S. goods south. To this can be added

the growing dollarization of the Mexican monetary system.
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Integration brings new alliances and cleavages which cut across

international boundaries. Some authors view this in the context of a

new international division of labor. 16 Whatever the theoretical con-

struct, it is clear from our discussion of tomatoes, auto parts, in-bond

industries and other areas that trade conflict will not be simply

between Mexico and the U.S., but between more complex international

alliances of capital, labor, consumers and governments in both coun-

tries. This will feed directly into the policy debate within Mexico

about the most appropriate development model.

Mexico and North-South Trade Issues

To some extent, Mexican trade issues vis-a-vis the U.S. are atypi-

cal of the general run of such issues. Mexico's oil, its physical prox-

imity to the U.S., its historical relationship to the U.S., and its

rather unique political system and internal balance of political forces

make it an unusual'case. On the other hand, Mexico shares (sometimes in

an aggravated form) much of the perspective of "the South" because of

its level of industrial development, its extreme social inequalities,.

its large population of rural poor, and its areas of comparative trade

advantage (primary materials and labor intensive industries). It there-

fore seems appropriate to conclude with three observations concerning

the role of trade issues and conflicts in the Mexican social and politi-

cal system, and the manner in which these contrast with the situation in

the industrialized world.

16
Ibid.
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First, trade policy and trade issues are at the center of the pol-

itical debate in Mexico. Far from being a residue of other policy,

trade issues are viewed as representing crucial choices about the direc-

tion of Mexican political, social, and economic development: The

petroleum debate, the agriculture debate, and the GATT debate are only

the most obvious examples of such centrality.

Second, and closely related to the above, unlike in developed capi-

talist countries, there is an ideological alternative to free trade in

Mexico. The model of statist nationalism and its associated commitment

to social justice and its view of private capital as almost a necessary

evil, often incline the state to reject free trade as a goal. There is

lively disagreement on this issue within Mexico, but it is not a ques-

tion of how much protection is possible under an essentially open sys-

tem. Rather, it is a debate in which the ideology of free trade must

compete with a more statist alternative.

Third, and most importantly, a possible reason why trade is at the

center of the policy debate, and why free trade is not an unchallenged

ideology, is the fact that social inequality is a life-or-death matter

to the regime. Because the Mexican political system is "post-

revolutionary," and built upon a delicate balance of forces, the regime

must constantly preside over the social equality debate. Some develop-

ing countries, such as Brazil in the 1960s, Argentina and Chile can sub-

merge this debate for a time under repressive military authoritarianism;

that, however, is unlikely to be the end of the story.

In a society like Mexico, where social inequality (unlike the

developed world) is an immediate and explosive issue for the survival of

•
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the political system, protection, subsidies, and a variety of state

interventions in the economy are crucial to the arsenal of weapons by

which the state maintains social order. In this sense protection is the

cost of maintaining social inequality. A free trade policy would be

literally revolutionary in its implications. It will be interesting to

observe in this regard whether the Southern Cone countries will be able

to avoid these revolutionary implications by means of military authori-

tarianism. Asian societies such as Taiwan, and, to a lesser extent,

Korea, have embraced a policy of free trade and open economy only after

first traveling the route of revolutionary reform to reduce social ine-

quality. Mexican society is extremely unequal and, while authoritarian

in some ways, is also open to influences from a wide variety of social

forces. Mexico therefore illustrates perhaps most clearly the dilemma

shared by many of the newly industrializing countries: how to maintain

political stability while moving toward export-led growth without a rad-

ical restructuring of society.



•

Working Papers in U.S.-Mexican Studies

GENERAL
E Immigration, Mexican Development Policy, and the Future of U.S.-Mexican Relations, by Wayne A. Cornelius
(Working Paper No. 8) 0 $3.00
II U.S. Concerns Regarding Mexico's Oil and Gas: Evolution of the Debate, 1977-1980, by Olga Pellicer de Brody
(Working Paper No. 10) • $2.50
12 The United States Congress and the Making of U.S. Policy toward Mexico, by Donald L. Wyman (Working Paper
No. 13) • $3.50
111 Chicanos, Mexicanos, and the Emerging Border Community, by Manuel L. Carlos, Arturo Gandara, and Cesar
Sereseres (Working Paper No. 33) 0 $3.50

TRADE & FINANCE
m U.S. Trade Policy toward Mexico: Are There Reasons to Expect Special Treatment? by Olga Pellicer de Brody
(Working Paper No. 9) • $2.50
CI U.S. Trade Policy toward Mexico: The GSP and Other Border Impediments, by Gustavo del Castillo and Elena
Bilbao-Gonzalez (Working Paper No. 14) • $3.00
11 The Receding Frontier: Aspects of the Internationalization of U.S.-Mexican Agriculture and Their Implications for
Bilateral Relations in the 1980s, by Steven E. Sanderson (Working Paper No. 15) • $3.00
12 The Evolution of U.S.-Mexican Agricultural Relations: The Changing Roles of the Mexican State and Mexican
Agricultural Producers, by David Mares (Working Paper No. 16) 0 $3.00
11 The Influence of Local Economic Interests on U.S. Policy toward Mexico: The San Diego Tuna Industry and its
Role in U.S.-Mexico Conflicts over Marine Resources, by Federico Salas (Working Paper No. 34) • $3.00
II The Politics of Technology Transfer in Mexico, by Van R. Whiting, Jr. (Working Paper No. 37) • $3.50
• Trade Conflicts and U.S.-Mexican Relations, by John F. H. Purcell (Working Paper No. 38) • $3.50

IMMIGRATION
In Immigration and U.S.-Mexican Relations, edited by Wayne A. Cornelius (Working Paper No. 1) • $4.00
III Interviewing Undocumented Immigrants: Methodological Reflections Based on Fieldwork in Mexico and the United
States, by Wayne A. Cornelius (Working Paper No. 2) • $2.50
11 America in the Era of Limits: Nativist Reactions to the 'New' Immigration, by Wayne A. Cornelius (Working Paper
No. 3) • $3.00
• Mexican Immigration: Changing Terms of the Debate in the United States and Mexico, by Ann L. Craig (Working
Paper No. 4) • $2.50
E Mexican Migration to the United States: The Limits of Government Intervention, by Wayne A. Cornelius (Working
Paper No. 5) • $2.00
11 The Future of Mexican Immigrants in California: A New Perspective for Public Policy, by Wayne A. Cornelius
(Working Paper No. 6) • $3.50
II Legalizing the Flow of Temporary Migrant Workers from Mexico: A Policy Proposal, by Wayne A. Cornelius (Working
Paper No. 7) • $2.50
II The Importation of Mexican Contract Laborers to the United States, 1942-1964; Antecedents, Operation and Legacy,
by Manual Garcia y Griego (Working Paper No. 11) • $3.50
a Hispanic Workers in the Garment and Restaurant Industries in Los Angeles County, by Sheldon L. Maram, with the
assistance of Stuart Long and Dennis Berg (Working Paper No. 12) • $4.00
11 Organizing Mexican Undocumented Farm Workers on Both Sides of the Border, by Guadalupe L. Sanchez and
JesUs Romo (Working Paper No. 27) • $3.00
111 Causes and Effects of Agricultural Labor Migration from the Mixteca of Oaxaca to California, by James Stuart and
Michael Kearney (Working Paper No. 28) • $3.00
N The Bracero in Orange County, California: A Work Force for Economic Transition, by Lisbeth Haas (Working Paper
No. 29) • $3.00
11 Chicano Political Elite Perceptions of the Undocumented Worker: An Empirical Analysis, by Rodolfo 0. de la Garza
(Working Paper No. 31) • $2.50
II The Report of the U.S. Select Commission on Immigration and Refugee Policy: A Critical Analysis, by Thomas D.
Cordi, Manuel Garcia y Griego, John E. Huerta, Gerald P. L6pez, Vilma S. Martinez, Carl E. Schwarz, and Barbara
Strickland (Working Paper No. 32) • $3.50
▪ Mexican Immigrants and Southern California: A Summary of Current Knowledge, by Wayne A. Cornelius,
Leo R. Chavez, and Jorge G. Castro (Working Paper No. 36) 0 $3.00

AGRICULTURAL PROBLEMS
11 El uso de la tierra agricola en Mexico (The Use of Agricultural Land in Mexico), by David Barkin (Working Paper No.
17) • $3.00
• Desarrollo agrario y cambio demografico en tres regiones de Mexico (Agricultural Development and Demographic
Change in Three Regions of Mexico), by Agustin Porras (Working Paper No. 18) • $3.00
111 State Policies, State Penetration, and Ecology: A Comparative Analysis of Uneven Development and
Underdevelopment in Mexico's Micro Agrarian Regions, by Manuel L. Carlos (Working Paper No. 19) • $3.00
• Official Interpretations of Rural Underdevelopment: Mexico in the 1970s, by Merilee S. Grindle (Working Paper
No. 20) • $3.00
• Agricultural Development and Rural Employment: A Mexican Dilemma, by August Schumacher (Working Paper
No. 21) •
$3.00
11 El Sistema Alimentario Mexicano (SAM): Elementos de un programa de producciOn acelerada de alimentos basicos
en Mexico (The Mexican Food System: Elements of a Program of Accelerated Production of Basic Foodstuffs in
Mexico), by Cassio Luiselli (Working Paper No. 22) co $3.00
11 Statecraft and Agriculture in Mexico, 1980-1982: Domestic and Foreign Policy Considerations in the Making of



Mexican Agricultural Policy, by John J. Bailey and John E. Link (Working Paper No. 23) 0 $3.00
III Development Policymaking in Mexico: The Sistema Alimentario Mexicano (SAM), by Michael R. Redclift (Working
Paper No. 24) • $3.00
• Desarrollo rural y participacion campesina: La experiencia de la Fundacion Mexicana para el Desarrollo Rural (Rural
Development and Peasant Participation: The Experience of the Mexican Foundation for Rural Development), by Miguel
A. Ugalde (Working Paper No. 25) 0 $3.00
II La sindicalizaciOn de trabajadores agricolas en Mexico: La experiencia de la ConfederaciOn Nacional Campesina
(CNC) (The Unionization of Agricultural Workers in Mexico: The Experience of the National Peasant Confederation), by
Heladio Ramirez LOpez (Working Paper No. 26) 0 $3.00
IN Political Participation, Public Investment, and Support for the System: A Comparative Study of Rural Communities in
Mexico, by Carlos Salinas (Working Paper No. 35) 0 $3.00

Monographs in U.S.-Mexican Studies

TRADE & FINANCE
III La industria maquiladora en Mexico: Bibliografia, directorio e investigaciones recientes (Border Assembly Industry in
Mexico: Bibliography, Directory, and Recent Research), by Jorge Carrillo V. and Alberto Hernandez H. (Monograph
No. 7) 0 $6.00

IMMIGRATION
II Mexican and Caribbean Migration to the United States: The State of Current Knowledge and Priorities for Future
Research, by Wayne A. Cornelius (Monograph No. 1) • $7.00
II Approaches to the Estimation of Deportable Mexicans in the United States: Conjecture or Empirical Measurement?
by Manuel Garcia y Griego and Carlos H. Zazueta (Monograph No. 2) 0 $5.00
IN Developing a Community Tradition of Migration: A Field Study in Rural Zacatecas, Mexico, and California Settlement
Areas, by Richard Mines (Monograph No. 3) 0 $6.00
• Undocumented Mexicans in Two Los Angeles Communities: A Social and Economic Profile, by Victor Quiroz Garcia
(Monograph No. 4) • $5.00
III Migrants and Stay-at-Homes: A Comparative Study of Rural Migration from Michoacan, Mexico, by Ina R. Dinerman
(Monograph No. 5) 0 $5.00
IIII Mechanization and Mexican Labor in California Agriculture, by David Runsten and Phillip LeVeen (Monograph
No. 6) • $5.00
▪ New Migrants vs. Old Migrants: Alternative Labor Market Structures in the California Citrus Industry, by ilichard
Mines and Ricardo AnzaldCia (Monograph No. 9) • $5.00

AGRICULTURAL PROBLEMS
III U.S.-Mexican Agricultural Relations: A Binational Consultation, edited by Wayne A. Cornelius and Jorge G. Castro
(Monograph No. 8) 0 $6.00

CENIET Studies
Under agreement with the Centro Nacional de InformaciOn y Estadisticas del Trabajo (CENIET), the following
publications are available from the Program in United States-Mexican Studies:

IMMIGRATION
II La inmigraciOn indocumentada en los debates del Congreso de los Estados Unidos, by Jorge A. Bustamante (1978)
(CS No. 1) • $5.00
IN Tabla de estancia en los Estados Unidos para trabajadores mexicanos indocumentados, by Miguel Cervera (1979)
(CS No. 2) • $3.50
NI En las puertas del paraiso: Observaciones hechas en el levantamiento de la primera encuesta a trabajadores
mexicanos no documentados devueltos de los Estados Unidos, by Carlos H. Zazueta and Cesar Zazueta (1980) (CS
No. 3) • $8.00
El El volumen de la migraciOn de mexicanos no documentados a los Estados Unidos: Nuevas hip6tesis, by Manuel
Garcia y Griego (1980) (CS No. 4) • $10.00
• Analisis de algunos resultados de la primera encuesta a trabajadores mexicanos no documentados devueltos de los
Estados Unidos, by Jorge A. Bustamante, el al. (n.d.) (CS No. 5) • $5.00
▪ Analisis de la ley y de los procedimientos de inmigraciOn en los Estados Unidos de America, by Barbara K. Strickland
(1978) (CS No. 6) • $3.50 •
• Analisis de la ley en los Estados Unidos de America en relacion con extranjeros indocumentados, by Barbara K.
Strickland (1978) (CS No. 7) o $3.50
11 Analisis legal de la proposiciOn Carter en relaciOn con extranjeros indocumentados [and] Los inmigrantes mexicanos
indocumentados y la ley de delitos criminales en los Estados Unidos [two essays], by Barbara K. Strickland (1980)
(CS No. 8) 0 $4.00

MEXICAN LABOR ECONOMICS
▪ PoblaciOn, planta industrial, y sindicatos: Relaciones entre sindicalismo y mercado de trabajo en Mexico, 1978, by
Cesar Zazueta and Sim& Geluda (1981) (CS No. 9) • $6.00
▪ Salarios contractuales vs. coyuntura econOmica, 1977 y 1979, by Cesar Zazueta and Jose Luis Vega (1981)
(CS No. 10) • $7.00
▪ Estructura dual y piramidal del sindicalismo mexicano, by Cesar Zazueta and Ricardo de la Pella (1981)
(CS No. 11) • $4.00
• Comportamiento de la negociaciOn de salarios contractuales, 1977 y 1979, by Cesar Zazueta and Jose Luis Vega
(1981) (CS No. 12) • $8.00
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The Program in United States -Mexican Studies
at the University of California, San Diego

Opened in September, 1980, the Program in U.S.-Mexican Studies is the nation's largest university -based program
devoted exclusively to the study of Mexico and U.S.-Mexican relations. It combines interdisciplinary research,
instruction, and public service activities that deal with the full range of problems affecting economic and political
relations between Mexico and the.United States. The program serves as an integrating mechanism and informational
clearing -house for research undertaken at many different sites in both the United States and Mexico. It compiles and
publishes a twice -yearly inventory of Mexico -related research being conducted on all nine campuses of the University of
California system. The program's conferences and seminars provide a vehicle for bringing scholars, non-academic
development specialists, public officials, businessmen, labor leaders, and journalists together to examine major issues
affecting U.S.-Mexican relations.

The program is conducting a major field study of the social and economic impacts of Mexican immigration upon
receiving communities in the United States, with special emphasis on health care, education, and labor market
participation. Its weekly seminar on U.S.-Mexican Relations attracts leading researchers from throughout the United
States and Mexico. There is also an active public education effort, through briefing sessions on recent research for
journalists who report on Mexican affairs, public conferences, and a series of bilingual television and radio programs
featuring in-depth interviews with the program's guest speakers and research fellows.

Each academic year some fifteen to twenty visiting Research Fellows (scholars and non-academic specialists on
Mexico) are in residence for periods ranging from three to twelve months. Over half of the Fellows are from Mexican
institutions. The program staff includes Wayne A. Cornelius, a political scientist, as program director: Jorge G. Castro,
political scientist, staff research associate and coordinator of publications: Leo R. Chavez, anthropologist, staff research
associate and coordinator of field research: Ric V. Solano, organizational psychologist, deputy director for university
relations and special projects, and Donald L. Wyman, historian, staff research associate and coordinator of planning
and public affairs.


