V

Concl usi ons and Recomenda-

Mbst careful observers of the US Mxican border situation
are wel|l aware that the region s popul ati on and econony have
expanded rapidly since the inplenent ati on of NAFTA Never -
theless, it is clear that by disaggregating the dat aino df fa -
ent tine periods, different industries, and dif ferent subre-
gions, it is possible to better underst and the changing
structure and perfornmance of this heterogeneous and com
plex region. Additionally, the surveys of local st akehol ders
provide further insight into the region s dynamcs by t appi ng
into the perceptions of those who are nost famliar with the
ocal cormmunities.

Inthe initial section, a franework for sunmarizing and dis-
cussing the main findings of the study presented in earlier
sections is presented. The framework consists of a set of
drawn from mai nstream economc theory that represent rea-
sonabl e expect ations regarding the likely inpact of the
i ncreased econonic integration that NAFTA has permitted. In
the followng section, the inplications of these concl usions
for locd, state, and national government s and NOBE/ REF as
an organi zation of researchers are discussed.

A FRAMEWORK FOR ANALYZI NG THE DATA
The framework sketched out below consists of seven
hypot heses, six regarding the likely denographic and eco-

nom c i npact of NAFTA on U S Mexican border comunities
and one hypot hesis regarding the coomunities need for and
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access to tools of economic analysis. The six econonic
hypot heses represent the likely inpacts that were advanced
by the proponent s of NAFTA during the ratification process
that took place in the early 1990s. In advancing these argu-
nent s, NAFTA proponent s drew mai nly from nai nstream eco-
nomc theory in terns of howthey expected the agreenent to
inpact the US Mxican border region, a region that was
given special consideration and treatnent at the tine, espe-
cially in the side agreenents on environnenta and |abor
i Ssues.

New economic integration agreenents |like NAFTA have
al ways been controversial and all have their proponent s and
their critics. The nai nstreamfree trade position is drawn from
neocl assi cal economc theory. It is based on cert ai n assunp-
tions about the nature and operation of narket s and resource
endowment s as well as other factors. Therefore, it is subject
to criticismon a variety of grounds. Neverthel ess, the logic of
the agreenent it self was largely based on international trade
and regional devel opnent theory that, in nost econonists
vi ew, includes the fol | ow ng hypot heses or st atement s regard-
ingits likely inpact s on the US Mxican border region. #

1. Inpact on immigration fromthe interior of Mxico. G ven
the relatively snaller size of the Mexican econony, NAFTA
woul d have a larger and nore positive inpact on wages and
incomes in Mexico than in the Lhited States. Thus, Mexican
jobs and i ncones coul d be expected to rise faster than in the
Lhited States, ultimately reducing the pressures on Mexicans
to mgrate fromthe interior of the country toits northern bor -
der region and into the Lhited States.

2. Inpact on the border region s infrastructure, environnent,
and enpl oynent in trade-related sectors. Due to lower t aif f
and nont aif f barriers, NAFTA woul d i ncrease the vol une and
val ue of cross-border shipnents of goods (exports and
inport s) fromboth the Lhited States and Canada. This expan-
sion, inturn, woul d be expected to negatively inpact the bor -
der region s infrastructure and environnent through
increased traf fic congestion and reduced air quality.? The
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agreenent woul d al so increase enploynent in trade-rel ated
sectors such as transport ation and public utilities, especialy
in those border communities located on or near the ng or
north-south trade corridors.

3. Inpact on the Mexican maquil adora industry and its lirk-
ages to the US border region. Due to the rules of origin
i mposed by NAFTA regarding donestic content provisions
required to obt ain NAFTA g atus in terns of lowor zero t aif f
rates for nanufactured products, foreign direct investnent
from both NAFTA nenber and nonnenber countries would
be increased throughout Mexico, but especially at the border
where the larger and nwost est ablished conponent of the
nmaqui | adora industrial base is found. Such investnent woul d,
inturn, stimulate enpl oynent in a variety of economc sectors
inthe US border region. #

4., Inpact on nanufacturing in the border region. Due to
reduced t aiffs, a nore favorable environnent for foreign
investrment in Mexico, and dramatically |ower wages in Mexi -
co, manufacturing enpl oynent woul d decline on the US side
of the border and rise throughout Mexico, including the border
regi on.

5. Inpact on retail sales in the border region. Lower t aif fs
and liberalized investnent laws in Mexico would allow US
goods to be sold in Mxico in US style shopping nalls
throughout Mexico s northern st ates, thereby reducing Mexi -
canretail spending in US border conmunities.

6. Inpact on poverty and prosperity in the border region. The
overal |l ef fect on prosperity, as neasured by real incone per
capita, onthe US Mxican border region woul d be positive,
especially on the Mxican side. That is, the incidence of
poverty would fall while prosperity would rise.

The dat a conpil ed on the actual denographi c and econom

ic situation of the US Mxican border conmunities as well
as the perceptions of |ocal st akeholders as reported in the
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surveys Wil be used to determine the validity of these
hypot heses.

A final hypothesis advanced by NOBE REF researchers
relates to those sections of the survey that deal wth the per -
ceptions of local st akehol ders, especially those associated
wi th governnent al or nongovernnent al organi zations, regard-
ing the need for and access to tools of econonic anal ysis.

7. Need for and access to tools of economc analysis. G ven
the rapidy changing denographic and economc situation,
the surveys were expected to reveal a strong dermand for the
tools of econonmic analysis. Furthernore, snaller comuni -
ties would be less likely than larger ones to actually have
access to such tools and Mexi can border communities woul d
be less likely than US border comunities to have access to
such toal s.

Fi1 NDI NGs AND CONCLUSI ONS

Wat do the findings of this study indicate wth respect to
t hese hypot heses? Due to inconpl ete dat a sets, especially on
the Mexican side, and the limted scope of the research, it is
df ficult to definitely confirmor reject these hypot heses. How-
ever, in genera terns, the findings fromthe dat a conpil ed
here on border denographi c and econonic variabl es, togeth-
er wth findings fromother studies and the qualit ative sur -
veys, can be regarded as indicative of ngjor trends and sug-
gestive of where clarification through future research is
needed.

In anal yzing these hypotheses, it nust be nade clear that
the conditions in the border coomunities are bei ng assessed
inthe context of a project in process. That is, the NAFTA era
has just begun, and its ful inpact will not be felt for years to
cone. Frst, all of the provisions of NAFTA are not yet fully
phased inthis wll require several nore years. In addition,
the supposed benefits to Mxico of rising enploynent,
wages, and incone, and the reduced pressures to nigrate to
the Whited States wll t ake years, perhaps decades, to be
realized in a significant way. Meanwhile, a whole host of
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i ssues shaping U S. Mexican rel ations and econonic integra-
tioninthe Amrericas coul d t ake unexpected turns that woul d
alter or delay the inpact of NAFTA on the region. Mxico it sdf
has many problens ranging from the Zapaiga uprising in
Chi apas and the dif ficut path toward denocracy to an econo-
ny that has cone out of a crisis but has yet to resolve the
probl ens of a weak banking sector. Frdly, any scenario
nust al so include many factors on the US side, including the
health of the US econony, decisions regarding when and
how to inplenent specific provisions of NAFTA and US
| eadership and paticipation in future economic integration
activities in the hemsphere, just to nention a few. Wth these
caveat s, the seven hypot heses can be exan ned.

1. Inpact onimmgration fromthe interior of Mxico. Wile no
dat a on mgration were included in this study, it is possibeto
nake sone inferences on the basis of what information is
available. The expectation was that NAFTA woul d increase
enpl oyment, wages, and incones throughout Mexico, there-
by reducing the incentives for internal and international
mgration fromthe interior of Mxico.

The dat a indicate that this has not occurred. Epl oynent,
wages, and incomes increased in Mxican border conmuni -
ties, apparently attracting nore mgration fromthe interior of
the country. Border popul ation growth rates were higher in the
NAFTA era (1995 2000) than in the preceding period
(1990 1995), while for Mexico as a whole the rate fell sub-
g atialy (see Table 5). Furthernore, it appears that the
i nproved conditions in Mexican border communities were not
enough to of fset the incentives drawng people into the Lhit -
ed States.

Inthe US border region the popul ation growh rate did fall
during the NAFTA era by approximately 20% conpared to the
nation as a whol e at about 14% However, popul ation growth
rates during both periods were about twice as high for the
border region as for the Lhited States as a whole. This does
not mean, however, that international nigration from Mxico
declined, since there are nany factors that enter into such a
determnation that are out side the scope of this study. The

83



U S. Mexican Border Communities in the NAFTA Era

one clear conclusion that can be drawn here is that Mexico s
weak national econony in the nmd-1990s and t he enpl oynent
opportunities in the rapidly expandi ng naquil adora sector in
the northern border region stimulated significant internal
migration.

2. Inpact on the border region s infrastructure, environnent,
and enpl oynent in trade-rel ated sectors. As reported above,
NAFTA provided for lower t aif fs and rel axed i nvest nent | ans
that, in turn, stimilated expanded trade and direct foreign
investnent in Mexico. Thus, it was |logical to expect that bor -
der infrastructure and the environnent would be negatively
i npacted during the NAFTA ea The survey dat a provide
sone interesting perspectives on this situation.

Oh the US side, respondent s felt that there was a percep-
tible and strong i npact onthe region s infrastructure (see Hg-
ure 3), yet anost half of the respondent s felt that the quaity
of their county s infrastructure had inproved between 1994
and 1999 (see FHgure 4). This was apparently due nainly to
i nproved fundi ng made possible by an expanding US. econ-
omy.

The inpact of NAFTA was general |y regarded as positive on
a wde range of issues, fromfocusing national attention on
border environnental problens to inproving cross-border
cooperation on environnent al problens (see Figure 5). How-
ever, there was disagreenent on whether the quality of the
envi ronrment had i nproved or worsened during the NAFTA era
(see Fgure 6).

Oh the Mexican side, the respondent s perceived a strong
i npact on the region s infrastructure due to NAFTA (see FHg-
ure 21), but they also felt that the quality of the local infra-
structure generally had inproved during the NAFTA era (see
FHaoure 22).

As in the Lhited States, nost Mexi can respondent s regard-
ed NAFTAs inpact as positive on issues such as focusing
national attention on border environnental problens and
i nprovi ng cross-border cooperation on environnent al prob-
lens (see FHgure 23). There was al so subst antial disagree-
nment on whether the environment had inproved, remained
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the same, or worsened during the 1994 1999 period (see Fig-
ure 24). Wen asked about specific environnent al issues,
such as air and water quality, there was subst antial agree-
nent that these had deteriorated (see Hgure 25).

With respect to trade-related enpl oynent, a recent study
examning the six largest urban subregions of the US border
indicates that the transport ation and public utilities sector
has seen not only significant enpl oynent growh since the
i npl enent ation of NAFTA but increases inits relative inpor -
tance as well (Gerber and Rey 1999). Gerber and Rey s
study notes that the link between NAFTA and increased
enpl oynent in this sector nay not be causal, but assert s that
there is a logical link between increased overland trade and
i ncreased enpl oynent in this sector.

A'so, another study specific to Texas shows that the st ate
has experienced higher transportation enploynent rates,
especially incities like Laredo. In addition, other direct bene-
fit s frominternational trade have cone to the st ate by way of
the federal jobs created in the US Qustons Service, the
Immgration and Naturalization Service, and other federal |aw
enforcenent agencies throughout the Texas-Mexico border
region. These jobs are higher paying than the average jobs
available inthe border cities (Fhillips and Manzanares 2001).

3. Inpact on the Mexican maquil adora industry and its lirk-
ages inthe US border region. The dat a clearly indicate that
the naquil adora industry has becone an inportant driver of
Mexi co s border econony. As noted above, enploynent in
this sector in the border region has nore than doubl ed during
the NAFTA era, due nainly to the reduction in Mxican | abor
cost s to foreign investors as a result of the 1994 peso crisis.
Anot her factor that coul d have i nfl uenced non NAFTA country
companies toinvest in Mxicois the desire to obt ain duty-free
access to the North Anerican market. Wth respect to the
growth of Iinkages between the maquiladora industry and
U S border urban areas, Hanson (2001) provides evidence
that during the 1975 1997 period the growh of export nan-
ufacturing in Mxico can account for a subst atial portion of
enpl oynent growth in US border cities. The specific sec-
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tor where enpl oynent is created depends on the size of the
US city, according to Hanson:

These findings are consistent with the regional -
production-network hypothesis: as US firns
nove assenbly operations to Mxico, they also
nove conplinentary nanufacturing activities,
such as the production of pats and conponent s
to large US border cities. Hence, border cities
appear to specialize in dif ferent t asks. Sval |l bor -
der cities, such as Nogales and Laredo, are
nai nly transshipnent points in North Anerican
trade, while large border cities, such as San
D ego and H Paso, are naj or manufacturing sites
(2001, 22).

Another study (Jenner et al. 1998) has similar findings to
those of Hanson, but suggests that the quantitative link
between Asian naquiladora production in Tijuana and the
sourcing of naterial and service inputs in San DOego (the
largest US border city) may be somewhat snaller than what
Hanson suggests: only 5%of their input s are sourced in San
D ego with another 8% being purchased fromfirns in other
pats of Southern Gilifornia. Nevertheless, both of these
studi es do support the hypothesis that there are cross-border
links wth the naquil adora industry and as that industry grows
those links are likely to grow as wel|.

4. Inpact on nmanufacturing enpl oynent in the border region.
I ncreased cross-border integration inplies that nanufacturing
shoul d move fromhigh- to | owwage areas. In general terns,
this was true of US manufacturing plant s nmoving to Mexi can
border cities. During the 1995 1997 period, mnanufacturing
enpl oynent in the Mexican border region grew at an annual
rate of 21% conpared to just over 2% in the US border
regi on. However, because suppliers are starting to locate in
US border cities, cities like B Paso can still claimthe pres-
ence of a significant nanufacturing sector, a devel oprent
that can be attributed to the location of the naquil adora sec-
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tor across the border (Vargas 1998). > The high growth rate in
Mexi co resulted in a significant change in the structure of the
[abor force. In 1992, only 22.3%of the Mexican border | abor
force worked in manufacturing, conpared to 22%in Mexico
as a whol e. By 1998, 34.8%of the Mexican border |abor force
worked in manufacturing, conpared to 22.3%for Mxico as a
whol e.

Gerber and Rey, in their study of six US urban border
regions, divide the manufacturing sector into durables and
non-durables and utilizing an analysis of |ocation quotient s
show t hat the pattern for nmanufacturing invol ves a snmall -
er durable goods sector (usually nuch snaller) and three
regions wth larger than average non-durabl e sector (1999,
12) Thus, during the NAFTA era, sone cities suf fered a | oss
of manufacturing jobs, while others experienced slight gains.
The case of H Paso is an interesting exanple in terns of
what has happened to dif ferent nanufacturing sectors. There,
losses in the apparel sector have been of fset by gains by
plant s that supply plastic-injection nolding to the naquil ado-
ras. Inspite of this, nanufacturing enpl oynent has not regis-
tered positive gains because the losses in apparel, a nore
[ abor-intensive sector, are larger than the gains in plastic-
injection nolding, a nore capital-intensive sector that
requires nuch less labor, although the labor conponent is
highly skilled and better conpensated (Vargas 1998).

5. Inpact onretail sales inthe border region. Again, the log -
ca pattern here suggests that increased integration woul d
inply losses of retail sales on the US side and gains on the
Mexi can side. The data, gathered froma variety of sources,
tend to support this hypothesis, wth sone nodification.

The data on border transactions indicate that Mxicans
have been buying less in the Lhited States and nore in Mex-
ico during the NAFTA era and Gerber and Rey (1999) shows
that location quotient sinre ail trade, wile significantly larg-
er than in the national econony, have declined in inport ance
during the sane period. The shift-share anal ysis presented
earlier indicates that retail trade grew in absol ute nunbers
during the NAFTA era, but apparently at a slovwer rate, result -
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inginadeclineinthe relative inport ance of that sector com
pared to previous periods. However, even though Mexi cans
are buying less fromUS stores due prinarily to the avail -
ability of the sane goods i n Mexi co, Mexi can purchases in the
US border region are still substattia. For instance, in H
Paso 30 to 40% of retail sales are attributed to Mxicans.
More inportatly, in the H Paso downtown area, Mxicans
represent up to 90%of any given store s sales.

6. Inpact on poverty and prosperity in the border region.
There are several indicators that can be utilized to deternine
what has occurred with respect to per capita i ncone. Howev-
@, ddaavailadity dffersinthe Lhited States and Mxi co.

hthe US side (see Tables 3 and 4), neasures of poverty
for the US border region during the NAFTA era were not
avai |l abl e. However, Peach (1997), using census data from
1969, 1979, and 1989, determined that not only was income
inequality in the region greater than in the nation, but that all
common neasures of incone distribution indicate a general
trend toward greater inequality during the 1980s. A though
there are nany determnant s of poverty, these dat a t oget her
with the general trend toward increased incone inequality in
the Uhited States suggest that the incidence of poverty in
the region, especially in the Texas border region, rose during
the 1990s. Another indicator of the high degree of poverty is
the low percent age of the population 25 years old or ol der
wth a high school diplona

With respect to prosperity, the dat a on the average annual
percent change in per capita incone in Table 4 show two
inport ant trends. Hrst, while incone increased at an annual
rate of 2.7% during the 1994 1997 period, the rate of
increase was lower than in the previous period from1990 to
1993. Second, during the 1990 1993 period, per capita
incone in the border region increased at a higher rate than
the Lhited States as a whole, while in the 1994 1997 peri od,
the rate of increase in the border region was | ess than that of
the Lhited States as a whol e.

This neans that during the period af ter the inpl enent ation
of NAFTA a period of vigorous expansion inthe US econo-
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ny the border region underperforned the nation as a whol e.
Therefore, while inconme per capita rose throughout the
1990s, the incone gap between the border region and the
nation fell during the 1990 1993 period. During the
1994 1997 period, after the inplenentation of NAFTA that
gap i ncreased.

The conparison of US border performance in the 1990s
wth that of the overall national econony, however, is perhaps
unfair and woul d be expected to yiel d skewed result s show ng
an underperformng border region. A nore appropriate com
pari son woul d be between the US border and other sinilar
subregions of the Lhited States. For exanple, a study com
paring the Texas border wth areas having simlar character -
istics, such as Kentucky, West Virginia, or Mssissippi,
showed that the Texas border outperfornmed these regions in
the Lhited States in job gronth as well as earnings per job
during the 1990s (Phillips and DOttnmar 1999). A though the
poor counties along the Texas border di d underperformthese
sane regions during the 1990s in per capit aincong, it should
be noted that Texas border counties have |arger househol ds
than the rest of the Lhited States, which tends to bias the per
capita incone figures dowward. #

O the Mexican side (see Table 5), wth respect to poverty,
the data for the Mxican border region are clear. The per -
cent age of the work force in the border region earning |ess
than the m ni numwage declined during the 1990s. In Mexico
as a whol e, however, that percent age increased significantly,
increasing from8.5%during the 1990 1994 period to 11. 2%
during the 1994 1998 peri od.

From 1990 to 2000, per capita GDP (in constant 1993
pesos) at the border increased from $15,350 to $19, 580 an
increase of alnost 28% In Mexico as a whol e, the increase
was only 3% This dfference nust be adjusted to account for
the inpact of the higher inflation rate nornal |y experienced in
the Mexican border region. Inflation along the border is gen-
erally estinated to be about 25%hi gher than the rest of Mx-
ico. ® However, even accounting for 25%higher inflation, real
per capita GDP can be estinmated to have risen by 21% com
pared to 3%in Mxico overall. The border popul ation, there-
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Table 18. U S Mxican Border Communities
Access to Tods of Analysis

Importance
Type of System (Very or Somewhat) With Access Regular Use
U.S. Border Communities
Demographic Modeling 83% 55% 75%
Economic Modeling 79% 37% 58%
Economic Monitoring 78% 44% 75%
Environmental Monitoring 61% 27% 66%
Infrastructure Needs Forecasting 81% 37% 80%
Quality-of-Life Monitoring 76% 23% 77%
Mexican Border Communities
Demographic 93% 29% 60%
Economic Modeling 94% 21% 49%
Economic Monitoring 97% 37% 66%
Environmental Monitoring 87% 23% 65%
Infrastructure Needs Forecasting 98% 26% 67%
Quality-of-Life Monitoring 93% 18% 67%

fore, seens to have enjoyed a significantly greater inprove-
nent in purchasi ng power than people in the rest of Mexico.

Inlight of infornation presented in this study, sone inpor -
tant contrast s can be seen in the changi ng patterns of pover -
ty and prosperity when conparing US and Mexican border
communi ties during the NAFTA era. FHrst, the border areas of
both countries are experiencing rapid population growh
gronth at a faster rate than in each nation as a wiole and it
isclear that thereis ashift of population to the border region.
Second, economic activity is accel erating on both sides of the
border at higher rates than in the respective national
econoni es. However, in US border communities the nost
jobs are being created in the service sector. In cotrast, it is
nmai nly the maquil adora assenbl y-manufacturing sector that
is driving job and incone gronth on the Mexican side. Third,
Mexi can border communities experienced a surge i n econom
ic activity not due solely to NAFTA that has produced aver -
age inconmes exceeding those in the rest of Mexico. In con-
trast, therelatively rapid groath of enploynent in US border
communities has failed to boost prosperity at a rate commen-
surate wth the rest of the Lhited States.
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Fourth, in the US border region, econonic and popul ation
gowh are taking place as gronth of per capita incone |ags
behind that of the Lhited States as a whole. ¥ Thus, the gap
bet ween t he average i ncome of U S border residents and the
average incone of the general US population is w dening.
Additionally, despite significant gronth in the nunber of jobs
in US border commnities, unenploynent renains high and
wages remain | ow conpared to the rest of the Lhited States. %
In contrast, in the Mexi can border region, economc groah is
taking place while gronth of per capita incone out strips thet
of Mexico as a whole. Aso, incontrast tothe US border, the
Mexi can border regi on has experienced | ower unenpl oynent
and hi gher wages conpared to the rest of Mxico. 3 course,
wages are still significantly | ower than those paid on the US
side of the border. If Mxican border per capita incone con-
tinues to rise at a nore rapid rate than the rate on the US
side, the two wage levels would eventual |y converge. Mre
research is needed to deternine the exact behavior of wages
inboth the US and Mexican border regions.

7. Need for and access to tools of economic analysis. H nd-
ings regarding the perceived need for and access to tools of
analysis in both US and Mxican border comunities are
summarized in Table 18
The fol |l owing observations based on Table 18 are rel evant
to the hypot hesi s:
1 In general, there is a nuch greater perceived need for
analytical tools in the US border region than in the
Mexi can border region, as deternmined by adding the
responses of very inportant and sonewhat i npor -
tant and by the percent age of respondent s answering
this section (65% in Mxico and 95% in the Uhited
States). Ohrthe US side, the nost inport ant anal ytical
tool s are denographi c nodel i ng systens and systens
for forecasting infrastructure needs, while the |east
inport ant are systens for nonitoring quality of life and
the envi ronnent .
I On the Mexican side, the nost inportant analytica
tools indicated by survey paticipants are systens for
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nonitoring the econony and for forecasting infrastruc-
ture needs, while the least inportant are systens for
noni toring the environnent.

I The dif ferences in terns of strength of demand and uti -
lization rates are nuch higher in the Lhited States than
in Mexico. However, it is noteworthy that systens for
nonitoring the environnent were perceived as being
| east needed on both sides.

I Analysis of the dat a al so reveal ed that |arger communi -
ties on both sides of the border have much greater
access to these analytical tools and that US comu-
niti es have nuch greater access than Mexi can commu-
rties.

IMPLI CATI ONS OF THE STuDY FOR PuBLI c Pa.l -
CY AND FURTHER RESEARCH

In introducing this fina section, it is inportant to observe
once again that the US Mxican border region is not a
honogeneous region. Variations wth respect to denographic
and econom ¢ size and structure as well as geographi c char -
acteristics are very large and undoubtedly contribute to the
df ferences in econonic performance that this study has iden-
tified. @ course, all of these cormunities are conditioned by
one inport ant and unique feature: their proxinity to the inter -
national boundary brings economic, social, admnistrative,
and ecol ogi cal |inkages with their cross-border nei ghbors. For
nany communities, such proxinity also inplies a role as an
international entrept, a corridor for the transshipnent of
goods and services. It is this feature that dif ferentiates them
fromother conmunities wthin their respective countries and
creates a cross-border interdependence that transcends
national jurisdictions. Thus, when public policy nakers | ook at
the issues facing their own conmunities, it is essential that
they viewthemwthin an international and cross-border con-
ted.

It isasoinport ant for policy nakers to viewthe border sit -
uation in a dynamc context. For over fifty years, popul ation
growth in the border region s urban areas has been high by
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national st andards. Projections of border region popul ation to
the year 2020 reflect these historically high gronth rates and
exhibit considerable variation (Peach and WIlians 2000).
These projections inply a conbi ned popul ation of the 25 U S
border counties and 38 border nunicipios ranging from15.1
mlilion to 24 mllion by the year 2020. The first figure
assunes no new mgration into the region and the |ast
assunes that mgration wll continue at 1995 | evel s. Thus, the
likdy ta a border popul ation in 2020 will be well over 20 nil -
lion. In 1995 the base year dat a for these projections, the
border regi on popul ati on was approxi mately 10.6 mllion per -
sons (Peach and W lians 2000). Gven the probability of high
denographic growth, the problens of today will be nagnified
in 10 to 20 years in the absence of inforned, collaborative,
cross-border public policy.

This study has reveal ed and confirned the existence of a
nunber of issues that need to be addressed if US Mexican
border communities are to achieve their econonic and quali -
ty-of-life potential. Perhaps the nost significant inplications
of the study can be derived fromthe concluding paragraph
under the sixth hypothesis, | nmpact on poverty and prosperity
in the border region.

In the US border region, econonmc and popul ation growh
istaking place as groath of per capita incone |ags behind
that of the Lhited States as a whole. Thus, wth the exception
of San Dego Gounty, the gap between the average incones
of US border resident s and the average incone of the gen-
eral US population is wdening. Additionally, despite signfi -
cant growh in the nunber of jobs in US border communities,
unenpl oynent remai ns hi gh and wages renain | ow conpared
to the rest of the Lhited States. In contrast, in the Mxican
border region economc growh is taking place as growh of
per capit a i ncone out strips that of Mxico as a wole. Aso, in
contrast to the US border, the Mxican border region has
experienced |ower unenploynment and hi gher wages com
pared to the rest of Mxico.
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Mgration, Prosperity, and Poverty |ssues

This conclusion inplies both good news and bad news
regardi ng Mexican immigration into the border regions of the
Lhited States. The good news is that as this convergence of
wages continues, the supply push notivating Mexican mgra-
tionwll likdy dmnish. That is, even though the convergence
of wages is downward in relation to US wages, the potential
Mexi can immgrant apparently still sees the wage dif ferential
as significant enough to nove across the border. But since
there i s convergence, at sone point the dif ference will narrow
tothe point that it is nolonger a suf ficient incentive and the
mgrant flow wll nornalize to levels simlar to those from
countries with conpensation |evels conparable to the Lhited
States. The bad news is that the current conditions inply that
it vill t ake decades, if not generations, to dissipate the supply
pressure. Mre research is needed, but it certainly appears
that in the period studied here the supply pressure has not
abated. More work is needed to integrate the enpirical and
theoretical research on inmgration being done at the nation-
al level wth the analysis of specific denographic and eco-
nomc structures and performance of the US border region
as represented by this study.

Another inportant issue related to inmigration is the
alleged need of US agricultural firns to inport workers on a
tenporary basis. US enployers are anxious to hire Mexi can
immgrants and immgrant s fromother |ower-wage countries.
For exanple, recent research on the econony of the Yuna,
Arizona, area docunented an intense | obbying ef fort by | oca
agri busi ness |eaders to pass a guest worker bill inthe US
Gongress that would facilitate a nuch larger flow of agricul -
tural workers from Mexi co (Schnaedi ck 2001). This ef fat is
not confined solely to Yumna In fact, Yuna |leaders joined the
Western Gowers Association in this ef fort in \Washi ngton,
DC The association represents agricutura interests in dl
the st ates al ong the Mexi can border. Recognition of the con-
vergence of wages shoul d be part of this debate. 9nce it is a
vt al factor in such a discussion, nuch nore research shoul d
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be undert aken to deternine the magni tude, speed, and forces
divingit.

An even larger issue is the question of the growng gap
bet ween t he average i ncome of U S border residents and the
average incone of the general US population. Thisis apa-
pably negative phenonenon observabl e over the NAFTA era
Wi le the alleged benefits to the nation as a whole are wde-
ly touted, the inplications of the grow ng wage gap call out for
policies to address it. The inplications are very broad
because in spite of significant growh in the nuniber of jobs
in US border communities, unenployment renains high .
As the study indicates, an anal ogous situation is occurring in
Mexi co, where the north benefits while the rest of Mxico | ags
behind. Both countries are faced wth the chall enging t ask of
seeking policies to nobilize benefits to those who are not cur -
rently participating in the economc benefits of NAFTA or
even worse, suf fering in deteriorating conditions because of
econonic |iberalization.

Wiile there is a strong tenpt ation to try to anal yse why
these changes occurred, it is inportant to renenber that this
study was not designed to identify or quantify the ef fet s o
NAFTA or other factors on the border econony. As poi nted out
inthe introduction, the study was designed to deternine what
kinds of changes occurred during the NAFTA era. Defining
causal ity for such changes was sinply beyond the scope of
the present project. Recent studies on the Texas border econ-
omy, which do venture into such territory, indicate that there
are many factors influencing enpl oynent growth and i ncone
level s there. These include popul ation growh, nigration, and
education, as well as infrastructure policies and growth of the
Mexi can maqui | adora industry.® It is the hope of NCBEH REF
researchers that unanswered questions raised by this study
can be addressed in a systenatic way by future ef fat s

Maqui | ador a | ssues
There are still nany inport ant issues surrounding the role of

the maqui | adoras in national and regional devel opnent, even
dter nore than 35 years of operation. Many of these issues

95



U S. Mexican Border Communities in the NAFTA Era

are raised by this study and deserve further research and
attention in the policy-naking arena. To what extent has the
devel oprment of the maquil adora sector been responsible for
the phenonenal economc growh of the Mexican border
region? Proponents tend to say it has been the single nost
inportant driving force, if not the only driving force, of the
border econony and that the naquil adora sector has been a
major force in stinulating the Mexican econony during the
1990s. To support this position, they point to evidence that
wages paid in the maquil adora sector have grown at a faster
rate than the rest of Mxican industry and the naquil adora
industry has been a powerful force in Mxico s regional and
t echnol ogi cal devel opnent. (pponent s general ly criticize the
nmaqui l adora industry by saying that it is an enclave sector
wth fewlinkages to the national or regional econony of Mex-
ico, does not contribute to national or regiona devel opnent,
and del i berately suppresses wages. G ven these two oppos-
ing viewpoints, it is obvious that additional research shoul d
expl ore these and the fol | ow ng i ssues:

1 What inpact have the maquil adoras made on real wage
level s in Mexico as a whol e and specifically in the bor -
der region? Wat ef fect has the denand for |abor cre-
ated by the naquil adoras had on real incones? Has the
wage ef fect, whatever it has been, inpacted only the
comunities inmedi ately af fected by the presence of
the naquiladoras or has there been a general upward
or downward pressure on wages throughout the coun-
try?

I What has the nmaquil adora sector s net inpact been on
the environnent and environnent al policy and enforce-
nent in Mexico? Has the liberalization of the Mxican
econony and its integration into the global econony
accel erated the adoption and enforcenent of stricter
environmental laws and regulations that cite
naqui | adoras as nodel s in environnent al conpl i ance?
O, have the nmaquiladoras used their significant eco-
nomc clout to force conpronises and keep policies | ax
or even erode then? Everyone has an opi ni on, but what
are the facts? This is an area where much needed
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research would provide valuable input to the policy-
naki ng process.

i Wat have naquil adoras contributed to the evol ution of
Mexi can industry? Has the touted phenonenon of tech-
nol ogy transfer actually occurred and, if so, how has it
benefited the devel opment of the border region? Have
benefit s been isolated in the export sector wth no spin-
df berefits to donestic industry? Has the workforce
experienced an increase in essential conpetencies and
capabilities? Again, everyone has an opinion and there
has been sone good work done in this area, but there
is still roomfor nore evidence to resol ve the debate.

In general, thereis aneed to structure the eval uation of the
nmaqui | adora sector in terns of a broader cost-benefit context
that would seek to identify the net benefits or costs o this
sector to the larger econony of the border communities in
order to determine how this sector can nore positively con-
tribute to both the quality of life and the econonmic devel op-
nent of the region. The naquil adora sector has, af te dl,
beconme the de facto focal point of the border econony and,
especi al |y since 1994, has been recogni zed as the nmaj or driv-
ing force of the national econony. For the border communi -
ties, it isveryinport ant to examine the |inkages, both positive
and negative, between the naquiladoras and the donestic
nonexport sector of the econony. Such an analysis shoul d
examne whether the externalities that have benefited the
nmaqui | adora sector may have inpeded or even damaged the
performance of the domestic-oriented econony of the border
coomunities. O, if positive externalities generated by the
i ndustry such as the creation of hunan capital for the coun-
try through the ongoing training of its workforce benefited
the | arger Mexi can econony.

| ssues Regardi ng Oross-Border Transactions
The conclusions reached in this study regarding retail saes
(hypothesis 5) suggest that Mexicans are buying less in the

Lhited States and nore in Mexico as the inpact of liberdiza-
tion and NAFTA takes hold in comunities al ong the border.
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