U S. Mexican Border Conmuni -
ties An Overvi ew

the US Mxican border region is not well
it should be delineated according to the
speci fi ¢ phenonenon being studi ed, such as environnent
i ssues or cross-border commuter workers. However, in prac-
tice, the region is usually denarcated by the administrative
uits contiguous wth the international boundary that is, US
counties and Mexican nunicipaities (See Mp 1). According
tothis definition, 25 US counties and 38 Mexi can nuni ci pa -
ities formthe border region. In 2000, this region had a popu-
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lation of 11.8 nillion (6.3 mllion on the US side and 5.5 on
the Mexi can side), up from210.6 mllion in 1995 (5.8 mllion on
the US side and 4.8 nillion on the Mxican side). Recent
projections estinate that this population wll reach sone-
where between 15.0 nillion to 24.4 mllion by the year 2020,
wth a figure over 20 mllion nost |ikely (Peach and Wlians
2000) .

In this section, an overview of the econom c devel opnent of
the U S Mxican border region since the denarcation of the
internati onal boundary in the nineteenth century is provided.
The next section gives a brief economc and denographic
profile of each border community included in the survey.
These sections are designed to provide an historica and geo-
graphical context for the dat a presented in subsequent com
ponent s of this report.

THE EcoNoml ¢ DYNAMI CS OF THE
U. S. Mexi caN BoOrRDER REGI ON

Conpl enent arity and interdependence have characterized
the border region since the initial demarcation of the interna-
tional boundary between Mexico and the Lhited States in the
md-nineteenth century. It is conplenent ary because sone
product s (goods and services) that are available on one side
of the border are not usually available on the other, and
prices vary significantly on the tw sides. These conditions
nake the region interdependent through the creation of
cross-border trade and investnent. Further, the conpl enen-
tarity of theregion s | abor narket s arises from pull factorsin
the north (labor denmand created by higher wages and unfill ed
jobs) and push factors in the south (excess | abor supply cre-
ated by a st agnant and of ten unst abl e econony and hi gh pop-
uation growth rates). This also creates interdependence
through cross-border market interaction, which, historically,
has rendered the international boundary a porous nenbrane.
dnilarly, higher levels of technol ogical devel opnent in the
Lhited States stimlate Mexican consuners and firns to buy
those product s that are cheaper and of higher quality on the
US side of the border while dif ferences in natural resource



U S. Mexican Border Communities: An Overview

endownment s and wages draw U S. tourists and firns to Mx-
i

Thus, conpl ement arity and interdependence, as two inter -
rel ated characteristics, have created structural cross-border
links and a unique distribution of econonmic activity al ong the
border. Hstoricdly, these links have provided the basis for
rapid economic growth in the region. Wfortunately, these
sane |inks have al so nade each side vulnerable to the eco-
nomc fluctuations and deteriorating environnent al conditions
of the other side of the boundary. Still, during the 150-year
period fromthe md-nineteenth century through the begi nni ng
of the twenty-first century, the US Mxican border has
becone one of the nost dynamic and integrated binational
regions in the world

The international boundary between the two countries cane
into existence af ter the Mexican-Areri can War wth the sign-
ing of the Treaty of Quadal upe H dal go (1848) and the Gads-
den Purchase (negotiated in 1853). Qver the next hal f centu-
ry, the region s developnment was accelerated by the
construction of an extensive railroad network, particdarly in
the 1880s, and large irrigation projects in the early 1900s in
areas such as Gillifornia s Inperial Valey. These public work
projects stimilated the growwh of the traditional sectors of
mning, ranching, and agriculture. During this period, workers
fromthe interior of Mxico and other countries were attracted
to the border region by the rapid gronth of jobs that, in turn,
stinul ated | ocal cross-border trade, resulting in the devel op-
ment of US Mxican twn city pairs. Manvhile, as trade
between the two countries grew, the dynamic U S econony
expanded westward, creating jobs and econonic opportuni -
ties throughout the entire region.

For nuch of this tine, the border was not a significant bar -
rier to immgration and cross-border trade, and resident s
freely crossed the border to shop or work. The exi stence of a
free trade zone (zona libre) in Mxico s border region during
this period provided an incentive for Mxican citizens to pop-
ulate the northern region and al so stimul ated commerce wth
the Lhited States. The Mexi can Revol ution of 1910 1917 al so
contributed to northward mgration as thousands of Mexi cans
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fled the violence and property destruction of the war. Howev-
@, snugglers, rustlers, robbers, and other people of ques-
tionable nerit fromboth the Lhited States and Mexico were
drawn to the border region as well and contributed to the
strife and |aw essness of the area. This created a high |evel
of conflict between the two nations that lasted well into the
twentieth century.3

In the 1920s, the prohibition of the sale and manufacture of
al coholic beverages in the Lhited States contributed to the
gronth of new econonic activities in Mxican border cities,
especially in Tijuana and dudad JuAEez. US citizens, eager
to find liquor and other forns of recreation, including gam
bling, flocked to Mxican border towns, stimilating a new
kind of tourism The end of Prohibition in 1933 and the begin-
ning of the Geat Depression restrained these activities in the
1930s, while the gronth of nmilitay instalations in the south-
western Uhited States during World War Il contributed to the
continued econonmic and denographic growth in the region
through the 1940s.

Ater World War 11, a new phenonenon breathed fresh life
into the border region Sunbelt Mgration. In addition to the
continued growth of military expenditures in the region, US
corporations began to nove into the Southwest in order to
take advant age of new narket opportunities. A gradual shiftd
the US popul ation fromeast to west and the growth of a | ow
wage, unorgani zed | abor force in the Southeast and the W\ést
nmade certain types of manufacturing first apparel and then
electronics nore attractive. In response to the mgration of
capital, nore workers came to the region. In addition, the
warm sun-drenched winters attracted tourists and retirees
fromthe Show Belt of Canada and the northern Lhited States.

Popul ation expansion on the northern side of the interna-
tional boundary al so stinulated the growth of urban centers.
Quer tine, this growth spawned retail stores and eventually
large shopping nalls that were used by US residents and,
increasingly, by Mxicans who regularly crossed the border
as part of their custonary shoppi ng pattern.

Several factors led to this dramatic rise of cross-border
re al trade “Util the late 1980s, t &if fs on inported consuner
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goods in Mexico were quite high averaging about 40% but
reaching up to 100% for some itens and nost Mexicans
preferred inported, US nanufactured product s to donestic
ones. Additionally, between 1954 and 1976 the dol | ar val ue of
the Mexi can peso was hel d const ant 12.5 pesos to one U S
dollar despite the fact that inflation in Mxico was signifi -
cantly higher than in the Lhited States. ® This led to an over -
val ued peso, neaning that Mexicans could do better by con-
verting their pesos into doll ars and buyi ng consuner goods in
the Lhited States rather than shopping i n Mexico. Border res-
ident s and tourist s fromthe interior of Mxico were allowed to
bring in products up to a certain value for personal use. |If
they exceeded that limt, atip or bribe ( propi na a nordida) to
the custons i nspector woul d usual ly facilit ate duty free i npor -
tation

Qoss-border trade gave rise to the growth of large ret al
sectors in nost US comunities i nmediately adjacent to the
internati onal boundary and the associated jobs, incones, and
tax revenues cane to play an inportant role in the econonic
devel opnent of those commnities. Thus, during good tines
in Mxico, US border cormmunities tended to prosper, bu
when crises and deval uations of the peso occurred i n Mexi co,
the US comunities would suf fer as vell.

The rise of cross-border trade in the post World War |1 peri -
od did not escape the notice of Mxican authorities. In the
m d- 1960s, the Mexi can governnent introduced the Programa
Naci onal Fronterizo or PRONAF (National Border Program) to
counter the grow ng preference of Mexican border shoppers
for US goods. The two objectives of the program were to
nake the Mexican side of the border nore attractive to US
and other foreign tourists and shoppers, and to nake nore
Mexi can national products available to their own resident s
Wii | e the programhad sone success, cross-border trade still
flourished, at least until the 1976 peso deval uation that
changed the peso-dollar relationship from12.5:1 to approxi -
nately 20:1. As a result, Mexican consuners, whose real
incones (adjusted for inflation), as well as dollar-equival ent
i ncones declined, found it cheaper to shop in Mxico, caus-
ing US border retales revenues to shrink dramatically.
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Subsequent deval uations in the period 1982 1994 brought
frequent and w de fluctuations in cross-border conmerce.

Anot her key el ement in the economic dynamics of the bor -
der is the naquiladora (assenbly) industry. This sector grew
indirectly out of the termnation of the Bracero Program
(1942 1964), a guest worker program designed to supply
tenporary Mexi can workers to alleviate US farmlabor short -
ages. The Bracero Program brought in mllions of workers
dringits 22-year existence but was subject to a great deal of
controversy. Not only were workers sonetines exploited, but
the program did not elinmnate undocunented nmigration into
the Lhited States. It did kindle strong denand for Mexican
vorkers that still exists today and has expanded into nany
sectors of the US econony in nost regions of the Lhited
States.

Upon ternination of the Bracero Programin 1964, Mexi cans
who lost their jobs in the Lhited States flooded back into
northern Mexican towns. fficials fromthe Mxican govern-
nent | ooked around for new ways to enpl oy the excess | abor
their econony could otherw se not absorb. They found what
they wanted in Asia in the concept of gl obal production shar -
ing According to this concept, |abor-intensive products man-
ufactured in high wage, devel oped countries could be nore
dficiently assenbled in |ow wage, developing countries,
thereby providing jobs and forei gn exchange for the devel op-
i ng econom es.

In 1965, the Mexican governnent inplenented the Progra-
na de Industrializaci n Fonteriza (Border Industrialization
Programor BIP), which nainly pronoted the est abli shnent of
naqui |l adoras in the region. This program provided for duty-
free inportation of nachinery and conmponent pats fa
assenbly (inputs) as long as the final product was re-export -
ed. It also allowed for up to 100% forei gn owership of the
nanuf acturing operation at a tine when Mexico s rues for
foreign investnent stipulated that foreigners nust hold a
mnority position in any project. Fnally, naquiladoras were
not liable for any Mexi can incone t ax since they typically did
not generate sales in Mxico. Gven this last factor, aong
wth the narket-oriented trade and investnent provisions

10
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under the naquiladora program and Mexico s accessible
labor, the country surfaced as a very attractive export plat -
formfor nultinational firns, especially US corporations. This
programwvas facilit ated by favorable US tax treatnment where
only the val ue added in Mexi co was t axed, which was mainly
the cost of |abor.

As the Mexican econony slowed and began to experience
structural problens in the late 1970s, and then again in the
early 1980s, peso deval uati ons becane commonpl ace. The
cost of Mxican labor thus fell dranatically in conparison
wth other export plat formcountries, especialy Asia ® During
the 1980s, the maquil adora i ndustry grew rapi dly and becane
the nai n source of new jobs in Mxico and one of the |eading
generators of foreign exchange. Non US firns, nostly
Asian, were also attracted to the maquil adora programby the
| ower wages and the possibility of gaining access to the North
Anerican market. By manufacturing and assenbling in Mexi -
co, foreign firns could obt ain duty-free entry of their exports
intothe US narket, as long as a cert ain nini num percent -
age of the tot al value of the product was added i n Mexi co.

During the 1980s and early 1990s, the st ate of Bja Glifor -
nia, on the far western part of the border, becane a najor
center for the production of television sets by Japanese firns.
The prospect of a North Anerican Free Trade Agreenent
(NAFTA stinulated additional Asian investnent in this state
and el sewhere along the border. During the sane period,
dynamic naquiladora investment turned the state of Chi -
huahua into a stronghold for magjor US autonakers. As Mex-
ico added nore free-trade agreenents wth Latin Ameri can
countries and, nore recently, wth the European Lhion, the
incentives for miltinational firns toinvest inthe country | ow
wages and taxes and an absence of independent |abor
unions were greater than ever. onsequently, by 2000,
approximately 1.3 nmillion workers were enployed in the
naqui l adora industry, of whom 82.7% (about 1.02 nillion
vorkers) were living in the border st ates. The assenbl y- nan-
ufacturing sector had becone one of the main drivers, if not
the nain driver, of the Mexican border econony.

The growt h of the naquiladora industry of ten resulted in the

11
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loss of US jobs in basi c nanufacturing, although maquil ado-
ra production sinult aneously created jobs for US industries
that produce the inputs inported by naquil adoras. Communi -
ties along the U S Mxican border have regarded the expan-
sion of the maquil adora sector as a source of jobs, incones,
and t ax revenue. They argue that as Mexi can border conmu-
nities attract assenbl y-manufacturing firns and jobs, and as
i ncomes on the Mexican side expand, those firns and their
enpl oyees frequently buy goods and services on the US
side. Maquil adoras of ten est abl i sh warehouse, transport ation,
communi cation, and of fice facilities on the US side. Aso,
sone nanagers and technical stdf of the naquiladoras
reside in US border communities with their famlies. In
recent years, nanufacturing facilities that feed conponent sto
the plant s on the Mxican side have been set up in the Lhit -
ed States. " NAFTA has begun to change sone of these rel a-
tionships. lhder the agreenent, US retail firns are better
able to expand i nto Mexico, which, eventually, should reduce
sone of the cross-border retail trade referred to above. In
addition, the specific | egal franmework behind the naquil adora
programis essentially phased out by NAFTA. However, the
naqui l adora plants as an industrial base wll renain, albeit
under new regul ations and procedures. ®

Wiile providing for dranatic steps toward increased free
trade and subst antial |y openi ng Mexico to foreign i nvest nent,
NAFTA did not provide for cross-border |abor flows. There
have been pressures recently to include labor nobility in the
NAFTA region. According to a press rel ease fromthe of fice o
the President of Mxico, at the first neeting of Vincente Fox
and George W Bush in February 2001, this subject was given
special attention and a working group was est ablished to
engage in fornal high-level negotiations ained at achieving
short- and long-term agreenents that wll alow us to con-
structively address nigration and |abor issues between our
two countri es.

The above discussion underlines the great degree of eco-
nom c interdependence that exists anong the U S and Mexi -
can border comunities. This is especially true of the

12
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naqui | adora sector. As wll be discussed later, the rapd
gronth of enploynment in the maquiladora sector has had a
very favorable inpact onretail sales in US border comuni -
ties. Mhquiladora wages create purchasing power that is
used, at least inpart, to nake purchases in the Lhited States.
The vitality of the naquiladora sector is also dependent on
the dynamcs of the US econony. Wile the US econony
booned in the 1990s, denand for products produced by
nmaqui | adoras al so booned. This dermand, conbined with the
1994 peso deval uation, created a powerful conbination of
forces driving the growth of the sector. Mquiladoras rapidly
increased in nunber and size. In 1994, there were approxi -
nat el y 2,085 naqui | adoras operating in Mexico. By 2000, this
nunber had nmushrooned to 3,590. In addition, many existing
maqui | adoras expanded operations. This growh did not
immedi ately convert into increased retail sales across the
border. In fact, because the deval uation neant that peso
sal aries | ost purchasing power interns of dollars, retail saes
actually fell in US border towns. As the Mexican econony
Table 1. US Border Region:
Popul ati on and Personal | ncone

Population Personal Income 1999
Percent of

Area 2000 Per Capita National Average
San Diego, CA 2,813,833 29,489 103.3
Yuma, AZ 160,026 18,452 64.6
Las Cruces, NM 174,682 17,003 59.6
El Paso, TX 679,522 17,216 60.3
Laredo, TX 193,117 14,112 49.4
McAllen, TX 569,463 13,339 46.7
Brownsville, TX 335,227 14,280 50.0
Non—MSA Border 1,370,627

Border Total 6,296,497

California 33,871,648 29,856 104.6
Arizona 5,130,632 25,173 88.2
New Mexico 1,819,046 21,836 76.5
Texas 20,851,820 26,834 94.0
United States 281,421,906 28,546 100.0

Sources: US. Census Bureau, Census (2000); U S Departnent of Com
nerce, Bureau of Economic Analysis (n.d.).
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recovered, US retail sales also rebounded. In 2001, as the
U S econony began to slow, the demand for mnaquil adora
product s declined and this was reflected in significant cut -
backs in enpl oynent at some maquil adoras. Thus, the inter -
dependence of the econonmies of the border communities is
very apparent. It is not likely that enploynent in the
naqui |l adora sector will fully recover until the US econony
reuns to ful vit dity.

In summary, the concept s of conplenentarity and interde-
p e n d e n C e
provide the basis for underst andi ng the econom c and deno-
graphi c expansion that the border region has experienced,
especially in the last four decades. Wiile cross-border trade
and comrerce stimulated by high Mexican taiffs were the
main drivers of these characteristics until the niad-1980s,
cross-border assenbly and nanufacturing activities have
becorme donminant in the |ast 15 years due to | ower wages and
t he advant ages associ ated with the naqui | adora program and
NAFTA. NAFTA provisions provide for the phase-out of all ta -
ff as well as nost nont aif f barriers to export's, inports, and
local border transactions, while barriers to foreign i nvest nent
wll also be reduced dramatically. As prices and availability of
consuner goods on both sides of the border tend to con-
verge, the level of local border transactions can be expected
todinmnishinrelative terns while assenbly and nanuf act ur -
ing activities and the degree of cross-border integration in
those sectors is likely to increase.

US BoORDER COMMUNI TI ES PROFI LES

Each community in the U S Mxican border region is unique
interng of its population size, economc structure, and its
relationship wth the conmunity on the other side of the bor -
der. There is, however, one factor that each of these commu-
nities share. Their econonic and environnent a situations are
linked wth those of their neighbors, and therefore, decision
nmaki ng processes nust take these transborder spillover
dfets into account for devel opnent of sound public policy.
Table 1 provides dat a on 2000 popul ati on and 1999 personal
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i ncomes for seven US. netropolitan statistical areas (MsAs)
located along the border region and are conpared wth the
four US border states and the Lhited States as a whol e.

CGalifornia Border Communities

Glifornia has the largest population of any state inthe Lhit -
ed States. The tot al popul ation of Glifornia was 33.87 mllion
in 2000 and the population of its two border counties, San
Dego and Inperial, represented about 8.7%of the totd & ate
popul ation, wth approxinately 2.8 and 0.14 nmllion inhabi -
tant s, respectively.

From an economic perspective, CGilifornia s two border
counties are quite dif ferent from one another. San DO ego s
econony i s nmuch | arger and nore diverse than any other US
border community, with a highly educated | abor force, nodern
high-tech industries, and the highest per capita personal
i ncone of any border county $29,489 in 1999. Tradtiondly,
San D ego s econony has been heavily dependent on nilit ary
expenditures, wthits large nari ne and navy bases as well as
a strong aerospace industry. However, since the end of the
Cold Wa, San Oego s econony has become nore diversi -
fied, specializing in the biotechnology and pharnaceuti cal
industries, telecomunications, conputer and electronic
nmanufacturing, nedical services, software and conputer
services, and visitor services such as hotels, rest aurant s, and
entert ai nnent and anusenent industries.

Inperial Gounty has historically specialized in agribusi ness,
but in recent years the econony has becone nore diversi -
fied The construction of two newlarge federal prisons in the
county and the increase in NAFTA rel ated commercial traf fic
have been significant econom c devel opnent s. Nevert hel ess,
Inperial Gounty is a much nore typical border community in
terns of per capit a personal incone and unenpl oynent rates.
In 1998, Inperial County had an unenpl oynent rate of 26.3%
and a per capit a i ncone of $17, 353.

Despite their border location, the inpact of Mexico on these
communities, especially in San Dego, is mniscule in com
parison wth the inpact of the Los Angel es basin and the rest
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of Gllifornia. For exanple, in 1990, Mxico accounted only
for 6.2% of San Dego s taa international and donestic
exports to other regions of the Lhited States (Rey et al.
1998).

Arizona Border Conmmunities

Rlative toits neighbor, Glifona Alizona is a snall stae
However, Arizona is experiencing rapid denographi c grow h.
In 2000, its popul ation reached 5.13 million, an increase of
40% relative to 1990. About 35% of Arizona s residents are
concentrated in the cities of Phoenix and Tucson. Tucson is
closest to the border, but a a dist ance of approximately 60
mles it cannot be considered a typical border community.

Mich of the rest of the state is rural and sparsely popul at -
ed The rural econony is dominated by agriculture, while
Phoeni x and Tucson have becone centers of high tech eco-
nomc activity. Arizona s nmain econonic sectors include serv-
ices, trade, and nanufacturing. Mning and agriculture are
also inport ant, although they tend to be nore capita inten-
sive than labor intensive. The service sector is the singl e
largest enployer statewde. Aizona s per capita personal
i ncone was estinmated to be $25,173 in 1999. Yuna County, a
border county, had a per capit a personal incone of $18,452 in
the sane year.

The city of Yuma, the popul ation center of Yuma County, is
the largest Aizona city wthin 20 mles of the border wth
Mexi co. In 2000, the county had a popul ation of 160,026, of
vhich 77,515 resided in the city. Tourismis a na or contribu-
tor to the Yuma regional econony (22 25% of tota output).
Spending by winter visitors fromthe northern Lhited States
and from Canada accounts for nost of this tourismrevenue.
The nunicipality of San Luis Ro lorado, Sonora, which
borders Yuma County, aso benefits fromthis influx. Fom
Qtober to March, the popul ation of Yuma County swells to
about 215,000 wth wnter visitors, contributing to the vit dity
of the ertire retail sector and bolstering sales t ax revenues
significantly. Agriculture and governnent services represent
the other two main drivers of the Yuma economy. Hgh tech,
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irrigated agriculture generates $700 to $800 nillion in gross
revenues annual ly, the largest share (35 40% of the output
of the county. The Marine Corps Ar Station and Yuma Proving
Gounds represent the chief sources of revenue in the gov-
ernment sector, which produces another 18 20% of regi onal
output. The seasonal fluctuations of jobs in the two key sec-
tors of tourism and agriculture result in serious seasonal
unenpl oyment for Yuma County, which of ten reaches 30%

In 2000, wth approxinately 21,000 residents, the city o
Nogal es was a relatively small Arizona border community in
comparison wth other US Mxican border cities. In 2000,
Nbgal es accounted for 54.4%of the total popul ation of Sant a
Quz Qounty, one of the snallest counties in Aizona Yd,
Nogales is the largest of Arizona s six port s-of-entry into Mex-
i co, accounting for nore than 60%of comercial and pedes-
trian traf fic noving across the Arizona Sonora border.
Because of close econonic and cultural ties between
Nogal es, Arizona, and Nogales, Sonora, they are often
referred to as Anbos Nogal es.

Nogal es is the principal port-of-entry for fresh produce from
Mexico and it handl es nore than 60%of all wnter veget abl es
and fruits shipped from Mxico to US and Canadi an nar -
ket s. Mre than $5 billion worth of veget ables and fruit s cross
the border into the Lhited States each year at Nogal es, Ai -
zona. The city sretail sector is heavily dependent on cross-
border shopping by residents fromthe adjacent twn city of
Nbgal es, Sonora. An expandi ng naquil adora sector south of
the border has spurred a wde variety of new jobs in manu-
facturing and servi ces.

A large part of the Nogales, Aizona, labor force is
enpl oyed in trade (40%of tot al enpl oynent) and gover nnent
(23%. Services provide jobs for another 15% of workers,
whi | e manuf acturing enpl oys 9%of the | abor force. The sea-
sonal character of the fresh produce industry is largely
responsi bl e for hi gh unenpl oynent rates, reaching over 20%
inthe county and over 25%in the city.

Nogales is favorably positioned where US Interstate 19
meet s Mexican Federal H ghway 15. The railroad crossing,
one of the oldest along the US Mxican border, connects
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the Lhion Pacific with the Mxican Ferrocarril del Pac fico
(Pacific Railroad). Qurrently, it is utilized for shipnent of auto
pats to the Ford Conpany in Hernosill o, Sonora, and assem
bl ed cars back to the Lhited States.

New Mexi co Border Communities

Denogr aphical ly, New Mexico is a very snall state wth a
popul ation in 2000 of only 1.82 million. It is also the poorest
of the four border st ates wth a per capit a personal incone of
$21,836 in 1999, 76.5%of the national average.

S nce New Mexico has only three snall ports of entry wth
no significant urbanized area on the border and a relatively
low volune of trade wth Mexico, it was not included in the
survey.® However, there are sone devel opnent s along the
New Mexi co Mexi co border that provide the infrastructure for
future population gronth and trade. A relatively new port of
entry, Sant a Teresa San Jer nino, has been opened just to
the west of H Paso, Texas. The port now has cattle pens and
commerci al and noncomnmerci al inspection facilities. A paved
hi ghway recently connected the port with the southern pat o
0 udad JuAEez and there is now a four-lane highway that |inks
Sant a Teresa wth the US interst ate hi ghway system S nce
the Sant a Teresa San Jer nino crossing avoi ds the densely
popul ated and congested urban areas of O udad JuAEez and
B Paso, it is likely that commercial truck crossings will
increase dramatically at this New Mexico port.

Texas Border Communities

Texas is, geographically, thelargest state in the Lhited States
and shares the | ongest border wth Mxico. S xteen of the 25
US border counties are located in Texas. An inportant con-
sideration regarding NAFTA is that a very large proportion
approxinately 80%of all land trade between the Uhited
States and Mexico passes through Texas counties, wth
approxi mat el y 38%coning through the city of Laredo al one.
G the total population of Texas in 2000 (20.85 mllion),
approxi nately 9.5%lived in the 16 counties i medi atel y adj a-
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cent to the US Mxican border. Muny differences exist
between the border counties and interior counties of Texas.
ne of the nost significant is a |l ower high school graduation
rate in border counties. Gventhis, it is not surprising that per
capit a personal incone at the border is lower than in the rest
of the state. In 1999, the st @e s per capit a personal incone
was $26, 834, while B Paso had a per capit a personal income
of $17,216; Laredo, $14,112; MAlen, $13,339; and
Brownsvill e, $14, 280.

The largest netropolitan statistical area (M) in the Texas
border region is B Paso. H Paso Gounty, located in the west -

Tabl e 2: Mexi can Border Regi on Popul ati on and Maqui | ador a
Enpl oynent, 2000

Population Magquiladoras Employment in Maquiladoras
Total Mexico Total Percent of Local
Total 2000 Percent Number | Total Number of | Economically

Cities Population of State of Plants | Percent Workers | Active Population
Tijuana 1,210,820 48.7 788 21.9 187,339 36
Mexicali 764,602 30.7 194 5.4 60,063 19
Ciudad
Judrez 1,218,817 39.9 308 8.6 249,509 48
Nuevo
Laredo 310,915 11.3 54 1.5 22,603 18
Matamoros 418,141 15.2 119 3.3 66,023 35

Percent of

State's

Population Percent of

Living in Magquiladora
States Border Cities Workers
Baja
California 2,487,367 82.5 1,218 33.9 274,581 21.4
Sonora 2,216,969 23.3 284 7.9 105,391 8.2
Chihuahua 3,052,907 42.5 446 12.4 318,957 24.8
Coahuila 2,298,070 12.5 280 7.8 114,032 8.9
Nuevo Leén | 3,834,141 0.5 156 4.3 68,261 5.3
Tamaulipas 2,753,222 50.2 375 10.4 181,150 14.1
Total
Border
States 16,642,676 33.0 2,759 76.9 1,062,372 82.7
Other States | 80,840,736 831 23.1 222,635 17.3
Mexico 97,483,412 5.7 3,590 100.0 1,285,007 100.0

Source: INEQ (2001); Garacter sticas de la Industria Maquil adora de
Export aci n (2000).
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ern part of thestate, had 679,522 inhabit ant s in 2000. Among
the various segnents of the H Paso services sectors that are
expanding, several directly reflect the energing commercial
and industrial linkages to dudad JuAEez and ot her regions of
Mexi co. For exanple, international air traf fic through H Paso
continues to expand, as do northbound bridge crossings.
Mich of the latter is a function of increased naquiladora
i nvestnent throughout the st ate of Chi huahua.

Laredo County, which is located toward the mdd e of the
Texas border area, had a 2000 popul ation of 193,117, and
nearby Eagle Pass is one of the snallest cities wth a popu-
lation of 22,413, The two MBAs |l ocated in the R o Gande Va -
ley in the eastern pat of the state are Brownsville Harlin-
gen San Benito and MA len Edinburg Mssion with
popul ati ons of approximately 335,227 and 569, 463, respec-
tivdy.

Qver the last decade, popul ation growth in the Texas border
region has been very high, outpacing the st ae s average by
nearly two to one. Between 1990 and 1999, the popul ation
growt h of these communities averaged about 32% conpared
to 18%for the st ae of Texas as a whole. The expansion in
U S. Mexican trade, cross-border commerce, and investnent
during the 1990s have been the driving forces behind the
expl osive growth t aking place in the Texas border region. The
econom es of Texas border communities, large and snall, are
rooted in trade and service activities wth Mxico. G aoss-bor -
der wholesale/retail, services, and transshipnent services
(warehousi ng and transport ation) represent a larger share of
Laredo s, Bowsville s, and Eagle Pass s econonmic activity
relative to the nore diversified economes of H Paso and
MA len. Neverthel ess, the welfare of all Texas border com
munities is nore directly determned by the ups and downs of
the Mexi can econony than by the performance of their own
¢ ate or national econonies.

MEXI cAN BORDER COMMUNI TI ES PROFI LES

Table 2 provides 2000 popul ati on and naquil adora i nforna-
tion for na or border cities and border st ates.
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Baja California Border Cormunities

Baja Gilifornia has the largest border popul ation of all the
northern border states and has grown nore rapidly than any
other Mexican border state in recent years. In 2000, the pop-
uationof the st ae s three border nunicipalities accounted for
82.5%0f its entire popul ation. Fom1995 to 2000, the st ae s
popul ation increased by approxinately 18% from 2,112, 140
to 2,487,367 inhabitats. However, the rate of gronh has
decreased from 8% annual ly during the 1960s to 5% in the
1990s.

Anost half (48.7% of the stae s population lives in Tijua-
na, which in 2000 had a popul ati on of 1,210, 820. Wiile unem
ploynent in the area is estimated to be quite low 1l 1%in
2000 many Tijuana resident s cross the international border
to find nore renunerative jobs. Sone resident s are US citi -
zens or pernanent U S residents wwo livein Tijuana because
of lower housing costs A Decenber 1995 commuter survey
indicated a daily crossing of 18,980 workers at the San Ysidro
port of entry,” of whom 17,535 were U S residents The nost
recent figures for Tijuana showed that approximately 7% of
the jobs held by Tijuama s econonmically active residents are
located in the Lhited States.

Tijuana incone levels are significantly above the st ate and
national averages for fanmily, per capita, and househol d
incone in 1995. * Per capita inconme, for exanple, was 32%
hi gher than the st at ewi de average and 1.2% hi gher than the
nati onal average in that year.

Because of its proxinmity to the international border, Tijua-
na s econony is quite integrated into the Galifornia and US
econony. Maquiladoras, whol esale trade, retail trade, trans-
port ation, and touri smprovide nost of the city s jobs. In 2000,
Tijuana s 788 rmaquil adoras enpl oyed nearly 187,400 work-
ers, mainly in the electric appliances, electronic conponent s
apparel, textiles, and net al nechani cs sectors. Mquil adora
enpl oynent in Tijuana increased steadily at an average rate
of 14.1%per year during the 1995 2000 period. In 2001, as
the recession in the lhited States deepened, maquil adora
enpl oynent in Tijuana showed some downt urn.
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Tecate and Mexicali are the other nain border nunicipdi -
tiesinBagaGlifornia, wth popul ations in 2000 of 77,795 and
764,602, respectively. The runicipaity of Mxicali is a ngor
producer of agricultural and horticultural products and the
output of these products is increasing. Mst of the nanufac-
tuing activity in Tecate and Mxicali is related to the
naqui | adora industry. In 2000, Tecate had 138 naquil adora
plant s that enpl oyed over 12,100 workers. Mexicali has a
large maquiladora sector wth 194 plants and over 60,000
workers in 2000. Gher najor enploynent sectors include
services, construction, transport ation, and public utilities.

Sonora Border Conmunities

In 2000, the state of Sonora had a tota population of
2,216,969 with nore than one quarter (27.5% living in the
city of Hernosillo, 180 niles south of the internati onal border .
Sonora s border popul ation, which in 2000 accounted for
23.3% of the stae s population, is mainly concentrated in
Agua Prieta, Nogales, and San Luis Ro Golorado, wth popu-
lations in 2000 of 61,944, 159, 787, and 145,006, respective-
ly. UWeenploynent rates in the three cities appear to have
remained at the 3 4% level during the past few years.
Nogal es has the |owest unenploynent rate, and provides
nore than one-third of the st ae s jobs and nost of the recent
enpl oyment growt h. Enpl oynent growth in Nogal es during
1994 2000 in just the maquiladora sector was nore than
98% increasing froma nonthly average of 19,503 workers in
1994 to a nonthly average of 38,633 in 2000.

Sonora is arich agricultural state. Irrigated croplands pro-
vide field crops and ranching provides |ivestock product s
i ncluding sone dairy product s About one-third of the irrigat -
ed cropland is adjacent to the lorado Rver in San Luis Ro
@l orado, which itself accounts for about 95% of the tota
val ue of product s sold by the three border cities. It was al so
the only border city to show significant growth in agricultural
out put between 1990 and 1995.

Manufacturing is not well developed in Sonora s border
except for the nmaquiladora industry, which generates an
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inport ant nuniber of jobs in Agua Prieta, Nogales, and San
Luis Ro Golorado. In 2000, naquiladora annual average
enploynent in Agua Prieta was nearly 7,600 in 34 plants
Nbgal es had nearly 38, 700 workers in 90 plant s, and San Lui s
R o lorado had nearly 11,500 workers in 39 plants. Qher
naj or enpl oynent sectors include services, construction,
transport ation, communications, public utilities, and whol e-
sale trade. Wth the exception of services, nost of these sec-
tors recorded very little enploynent growh during the
1990 1995 peri od.

Chi huahua Border Communiti es

Chi huahua, with a popul ation of 3,052,907 in 2000, has the
second | argest popul ation of the Mexican border st ates. Peo-
ple living along the border accounted for 42.5% of i -
huahua s popul ation. Mwst of the popul ation of hi huahua
lives in the border city of Qudad JufEez (40%, which al one
has four border crossings. Gher Chi huahua border crossings
into the Lhited States are located in Qinaga, San Jer nino,
and Pal onas, yet they are quite snall and relatively insignifi -
cant interns of cross-border traf fic The city of Chi huahua, in
the southern part of the state, is the only other large urban
area Wth a popul ation of 671, 790.

0 udad JudEez, with popul ation of 1,218,817 in 2000, serves
as an inport at retail, coomercial, and tourist center for US
citizens, andis aninport ant port of entry for US tourists and
US goods entering Mexico. The city is also the focal point
for nmaquil adora operations and is an inportant distribution
center for the st ate of Chi huahua and the interior of Mexico.

Maqui | adora enpl oynent in Gudad Jufez totaled nore
than 249,500 in 2000, providing sone 50%of all jobs in the
dty s formal sector. Maquiladora enploynent in G udad
JufEez grew at an average annual rate of 10.1%during the
1995 2000 period. 0 the 308 naquiladora plants registered
in 2000, nmany were quite large, wth nore than 500 enpl oy-
ees, and were owned by Fortune 500 firns in the Lhited
States. Autonotive and electronics are the industry s doni -
nant sectors in dudad JuAEez. For exanpl e, Del phi Aut ono-
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tive a conpany that until 1999 was part of General Mdtors
and is Mxico s largest private-sector enpl oyer has a con-
siderabl e presence in dudad JuAez. It has 15 manuf act uring
facilities in the city and, in 1995 set up a technical center
dedi cated to the research and design of auto pats used by
the world s top autonakers. The technical center enploys
sone 2,000 workers, nost of themengineers. Thonson Con-
suner Hectronics and Valeo (fornerly I TT) have al so opened
technical centers in GQGudad Jufez, indicating that this city
has positioned itself as a leader at the highest end of
naqui | adora investnent that includes research and devel op-
nent .

Qinaga, with a popul ation of 24,307 in 2000, has an econ-
ony simlar to that of Presidio, Texas, being predomnantly a
farmand ranch supply/distribution center. Qinaga, however,
does have a small rmaquiladora industry presence. In 2000,
the city had eight plant s enpl oyi ng 967 workers.

Coahui | a Border Communities

In 2000, (oahuila s population was 2,298,070. The stde s
popul ation increased 16.5% from 1990 to 2000, conpared to
a 26.6%increase from1980 to 1990. Despite these increas-
es, out-mgration from the state has been continuous in
recent years. The net loss from1980 to 1990 was 68, 785 and
from1990 to 1995 it was estinmated at 102,000. Mbst of the
popul ation is concentrated in a nunber of cities in the south-
ern part of the state, of wiich Sltillo, wth a population of
578,046 in 2000, is the largest. Torre n with a popul ation of
529,512 and Moncl ova with 193,744 are the next |argest com
munities. Along the border, Piedras Negras with a popul ation
of 128,130 and dudad Acusa with 110,487 in 2000 are the
largest communities. Only 12.5% of the stae s popul ation
lives directly on the US MXxican border .

From 1985 to 1995, enployment in Coahuila fell by nore
than 20% due alnost entirely to the reduced denand for
sted. ** This industry has been seriously af fected since the
begi nning of trade liberalization in 1986.

The border municipalities of Pedras Negras and { udad
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Acuaa are the only urban areas in the state to experience
popul ation increases, due perhaps to the rising enpl oynent
intheretail trade sector the largest single enpl oynent sec-
tor inthe tw cities. Per capitaretail sales there were mich
higher than in other border cities, indicative of cross-border
spendi ng by Aneri cans.

In 2000, P edras Negras had 38 naquiladora plants that
enpl oyed over 14,500 workers, while G udad Acusa had 56
plant s with nore than 32, 100 workers. Mst of the maquil ado-
raplats are involved in the assenbly of electrical and el ec-
tronic itens.

Nuevo Le n Border Communities

Nievo Le n, the nost industrialized of the five border st ates,
has no
significant port of entry to the Lhited States and there are no
large towns on the US side of the border. In 2000, only 0.5%
of the st ae s population lived in AnABuac, the only nunicipa -
ity inthe state of Nievo Le n adjacent to the border. Two-
thirds of the population live in six nunicipalities located inthe
central -sout hern section of the st ate, of which Mnterrey, wth
a 2000 popul ation of 1,110,997, is the largest.

oncerned about the lack of a port of entry in the stae,
Nuevo Le n s governnent and the private sector have pushed
for a border crossing for nany years. BEventual ly, the Solidar -
ity Bridge was opened across the R o Gande near ol unbi a,
Nuevo Le n. The governnent of Nuevo Le n constructed a
noder n hi ghway connecting this port of entry wth Mnterrey
and other industrial centers in the stae A private tdl road,
Ganino Gl unbia, built west of Laredo, Texas, in 2000 con-
nect s the Gl unbia-Solidarity Bridge to 1-35 21 miles north of
Lar edo.

Tarmaul i pas Border Communities
In 2000, the state of Tanaulipas had a popul ation of

2,753,222, of which 50.2% lived in border nunicipdities.
Three netropolitan areas accounted for 83% of the stae s
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border popul ation (1,382,212) in 2000. Reynosa is the | argest
nmuni ci pality wth a popul ati on of 420,463 i n 2000. Mt anor o0s,
located on the Guf of Mxico, is the second largest wth a
popul ation of 418,141, and Nuevo Laredo is the third |argest
wth a popul ation of 310,915. The econonies of Nuevo Lare-
do, Mat anoros, and Reynosa depend heavily on their proxi m
ity to the border wth the Lhited States. Wol esal e trade,
re ail trade, transport ation, and tourismprovide nost of these
dties jabs.

Nuevo Laredo is a najor gateway for international trade and
tourismwth the Lhited States. It is the largest inland port in
the nation and itsretail nerchants enjoy one of the highest
per capitaretail sales rates in Mxico. In 2000, 83 nillion
vehicles and 11.4 mllion pedestrians crossed into MXico
fromthe Lhited States through Laredo. Reynosa is a principa
farm product supply distribution center. Reynosa s |argest
singl e enpl oyer is a large petrochen cal conpl ex operated by
the Mexi can national petrol eum conpany PEMEX.

Mat anoros serves as an inportant retail, conmercial, and
tourismcenter for US citizens. Anost 10 mllion persons
annual ly enter Mexico through Brownsville, and a thriving
re ail/tourist trade augnent s the city s di verse econony. The
city has a large naquil adora sector and is an inport at dstri -
bution center for the state and the interior of Mxico. The
other border nunicipdities o Tamaulipas have |arge
nmaqui | adora sectors. In 2000, Mtanoros had 119 plants
enpl oyi ng 66,023 workers. Reynosa, however, has been
growng at a faster rate than Mit anoros in recent years. Dur -
ing the 1995 2000 period, Reynosa s maquiladora enploy-
nent grew at an average annual rate of 10.3% the corre-
sponding figure for Mt anoros was 8.2% In 2000, Reynosa
had 117 plant s (two less than in Mt anoros) w th a workforce
of 66,091, slightly higher than the Mit anoros tot al . However,
compared to Mat amoros and Reynosa, Nuevo Laredo does
not have a large naquiladora sector. In 2000, it had only 54
plant s enploying slightly nore than 22,600 workers just 2%
of the industry s national tot d.
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