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Chapter 1. Introduction

1 Negotiations on NAFTA began in 1991 and all three coun-
tries, Canada, Mexico, and the Lhited States, approved
the agreenent in 1993. During this period, businesses
began preparations on howto best t ake advant age of the
new busi ness envi ronnent that they expected to be est ab-
I i shed upon inpl enent ation in January 1994, which incl ud-
ed lover taiff and nont aif f barriers as well as liberalized
foreign investnent [aws in Mexico.

2 Eononic indicators could include price indices and
unenpl oynent rates as well as various neasures of pro-
duction, sales, consunption, and banking activity. Qaity-
of-life indicators coul d include neasures of poverty, litera-
cy and educational attainnment, housing, health, and
sanit aion

Chapter 2: U S Mxican Border Coommunities: An
Overvi ew

3 For nore details onthis period see Gscar J. Mrt nez, ed.,
US Mxico Borderlands: Hstorical and Contenporary
Perspectives ( WIlmngton: Scholarly Resources, 1996).

4 Econom sts refer to this phenonenon as border transac-
tios. These mainly consist of purchases and sal es of
product s that are not reported as inports or exports nor
processed and recorded by custons.

5 Inflationinthe Lhited States between 1954 and 1976 was
112% while in Mexico it was 279%

6 Mexico s debt crisis of the early 1980s was the decisive
event in opening up the Mxican econony from | nport
Qubstitution Industrialization (1950s 1970s) to Export Qi -
ented Industrialization (1980s present). Mst of the nar -
ket-oriented reforns and ef fat s toward trade |iberalizati on

99



10.

11

12

U S. Mexican Border Communities in the NAFTA Era

that now characterize Mxico s econony have occurred
since the early 1980s. In the period of inport substitution,
governnent paticdpation in the econony and protective
taif fs were quite high. Mxico only joined the General
Agreenent on Taif fs and Trade (GATT) in 1986.
According to a recent study the growth of export nanu-
facturing in Mexi co can account for a subst antia portion of
enpl oynent growth in US border cities over the sane
period (1975 1997) (Hanson 2001).

For a recent update on the nmaquiladora industry see
Luci nda Vargas, Maquiladoras 2000: Still Gowng, Busi -
ness Fontier 3 (2000). Available at <http://ww. dalas-
fed. org/ ht i pubs/ pdf s/ busfront/300. pdf> For a brief
overview of the naquiladora industry under NAFTA see
Janes Gerber, Wither the Muquiladora? A Look at the
Qowh Prospects for the Industry af ter 2001, San O ego
D al ogue working paper #E 99 1, Lhiversity of Gilifornia
at San Dego, La Jolla, Glif., 1999.

Las Qruces, New Mexico, a city of approximately 75,000
inhabitants, is located sone 75 mles fromthe border and
northwest of H Paso, Texas. Therefore, much of the
cross-border retail trade fromthe Mxican state of Qi -
huahua has traditionally gone to H Paso, not Las O uces.
San Ysidro is the largest border crossing point in the San
Diego Tijuana area for noncommercial vehicles and
pedestri ans.

Measured as nultiples of nni num wages.

Atos Hrnos de M&ico, a steel mll and the | argest single
enpl oyer of the state, has been in crisis since 1985.

Chapter 3: Changi ng Denographi ¢ and Econoni c

13.

Patterns in the US Mxican Border Region
During the NAFTA ERA

Wil e nany studies have attenpted to assess the overal |
i npact of NAFTA at the national level, only a few have
attenpted to assess its inpact on the border region (see
Patrick 1996, and Peach 2000).
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Per haps a comparison of the border wth the nation as a
whol e is unfair since a nore appropriate conparison m ght
be one that looks at the border s performance in relation
to other simlar subregions within the country. This com
parison is nade in Keith Phillips, Border Region Makes
Progress in the 1990s, Vig a Decenber 1999. Available at
<http://www.dall asfed. org/ ht m/
pubs/ pdf s/ vi st a/ dec_99. pdf >. | ndeed, when the border is
compared wth other simlar subregions in the country in
the 1990s t he border comes out as a better perforner than
these other areas.

According to calculations based on Census Bureau esti -
nmates as presented in Peach and Adkisson (2000),
despite historically high in-mgration rates, twe-thirds of
the border region s popul ati on change between 1990 and
1998 can be attributed to natural increase.

The concl usi on of Guben and Kiser (2001) is that NAFTA
has not been a deternminant of naquiladora industry
growth. Rather, the three factors found to inpact growth in
the industry are US industria production and Mexi can-to-
U S and Mexican-to-Asian nmanufacturing wage rati os.
Banco de Mico, which generates these data, |unps dl
cross-border trade of nerchandi se and services, such as
tourism together as represented by the exchange of Mex-
ican for Anmerican noney and vice versa. This is deter -
mned by estimating the volune of trade dealt wth by
banks in Mexican and U S currency and checks under
$100.

In Decenber 1994, the Mexican peso crisis dramatically
changed the dol |l ar-peso rel ationship, increasing the bor -
der s surpl us.

This coef ficient indicates the percent age ret ai ned by Mex-
ico of every dollar that comes into the Mexican border
regi on.

An extensive programwas begun in 1988 to pronote and
fadlit ate the construction of shopping centers along the
border. Anong the conditions that nust be fulfilled by
busi nessmen receiving permts for the est ablishnent of
shopping centers were the followng: (1) the conpany s
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capit al nust be underwitten by Mexicans or, in exception-
d irst ances, by a Mexican ngjority through the issue of
registered stock; (2) the inported product s nust be sol d at
prices conparable to those charged for the sane itens in
the Lhited States; and (3) at least 50%of the sal es nust
be of donestic product s

Chapter 5: Concl usions and Recommendati ons
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For a mainstream discussion and critique of the agree-
nent it self see Huf bauer and Schott 1993.

For this reason, the NAFTA side agreenents on the envi -
ronnent provided for two newinstitutions, the North Amer -
i can Devel opment Bank (NADB) and the Border Environ-
nment Cooper ati on Commi ssi on ( BECQ).

However, in 2001, Mxico instituted the Progranas de
Pronoci n Sectoral or PROSEC (Sectoral Pronotion Pro-
grans), which allow preferential duty treatnent of certan
input s of non NAFTA aign

See Lucinda Vargas, H Paso s Labor-Msnatch Dlem
na, Business Frontier 1 (1998). Federal Reserve Bank of
Dallas, H Paso Branch.

Tom Full erton has nmade this observation in anal yzi ng per
capita incone conditions at the border. See H Paso
Incones Ht Record Low, The H Paso Tines, 4 My
2001.

See estinate devel oped for Tijuana in Bernardo GonzAes
Archiga and No@ Ar n Fuentes, ¢Es Tijuana real nente
una ciudad cara? dclos, Revista del Noroeste, Asd 3
(28) 1988.

In per capita incone analysis, the size of a househol d
does nmatter and border cities have | arger househol ds than
the rest of the nation (Fullerton 2001).

It is inportant, once again, to keep in nind that a nore
appropriate conparison of border perfornmance night be
wth simlar regions in the Lhited States rather than wth
the nation as a whole. This nore relevant conparison is
nade in Keith Phillips, Border Region Makes Progress in
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the 1990s, Viga Decenber 1999. Avalable at
<ht t p: / / waw. dal | asf ed. or g/ ht mi pubs/ pdf s/ vi st a/ dec_99. pdf >.

29. See The Border Econony June 2001. Available at <http://
www. dal | asf ed. or g/ ht i pubs/ border /tbe 6 01. pdf >.
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