
NORTH AMERICAN FREE TRADE AGREEMENT (NAFTA) : 

THE ENVIRONMENT AND THE UNITED STATES-MEXICAN BORDER 

by 

JOHN WALTER BERKEBILE III 

A SENIOR THESIS 

in 

GENERAL STUDIES 

Submitted to the General Studies Council 
in the College of Arts and Sciences 

at Texas Tech University in 
Partial Fulfillment of 
the Requirements for 

the Degree of 

BACHELOR OF GENERAL STUDIES 

Approved 

D9( Mfof(K SOMMA 
Department gj(Political Science 
Chairperson of Thesis Committee 

DR. CHARLES BUTLER 
Department of Economics 

DR. ROBERTO BRAVO 
Department of Spanish 

Accepted 

DR. DALE DAVIS 
Director of General Studies 

May 1993 



He 
gOg,6 
13 
IGJ";:) 
NO,2.. 

ACKNOWLEDGEMENTS 

I would like to take this opportunity to thank my thesis 

committee members - Dr. Mark Somma, Dr. Charles Butler, and 

Dr. Roberto Bravo - for their time and guidance with this 

project. A special thanks goes to Dr. Dale Davis and Mrs. 

Kay Caddel for their attention and assistance I received 

through the General Studies program. I must recognize my 

typist, Miss Alyson Stringer, for her patience and 

assistance. Finally, I would especially like to thank my 

parents for their overwhelming support that I received 

throughout my college career. 

ii 



ACKNOWLEDGMENTS 

LIST OF FIGURES 

CHAPTER 

TABLE OF CONTENTS 

11 

1V 

I. ENVIRONMENTAL ASPECTS .............. 1 

Introduction . 

Technology and the Environment 

1 

3 

U.S.-Mexico Border Environment . 10 

Mexico's Environmental Politics. . . . . . . . 11 

U.S.-Mexico Environmental Politics ....... 15 

Environment and the NAFTA 

II. ECONOMIC ASPECTS 

Introduction . 

Mexico and its Economy 

U.S.-Mexico Trade .. 

NAFTA Economic Impact 

,-/Maquiladora Program . 

20 

23 

23 

24 

28 

32 

35 

III. CONCLUSION ................... 39 

WORKS CITED . . . . . . . . . . . . . . . . . . . . . . . 44 

111 



LIST OF FIGURES 

1. Federal Government Spending on 
Environmental Protection via 
Its Primary Agency . . . 

2. Mexico Exports/Imports. 

3. Key States Involved in Trade with Mexico. 

13 

30 

31 

4. The Growing Disparity ................. 36 

iv 



CHAPTER I 

ENVIRONMENTAL ASPECTS 

Introduction 

On February 5, 1991, President George Bush, President 

Carlos Salinas de Gortari and Canadian Prime Minister Brian 

Mulroney issued a communique announcing plans to initiate a 

fast-paced round of negotiations on the terms of a trilateral 

North American free trade agreement (Committee on Public 

Works and Transportation 1991; hereafter CPW&T). The 

agreement would link the three nations into the world's 

largest and possibly, the most profitable, trading area; 

however, it still must be ratified by the national 

legislatures. 

Several aspects to this possibly historical trade 

agreement require further consideration, including 

environmental impact and economic impact. As expected, there 

are many questions about the impact the North American Free 

Trade Agreement (NAFTA) will have on the environment along 

the U.S.-Mexico border. The border between the United States 

and Mexico is the largest boundary dividing a developed 

country from a developing country. (Somma 1992) Although 

Mexico has over one-third of the U.S. population, its economy 

is only 1/25th the size of ours. The growth and density of 

population and industry in Mexico, coupled with a struggling 
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economy of mass consumption, has led to one of the most 

serious atmospheric pollution and water problems on earth. 

(Kates, Turner and Clark 1990) 

According to Kates, Turner and Clark (1990) world 

population, having taken several million years to rise to the 

one billion level about two centuries ago, probably passed 

five billion sometime in 1986. The now-exponential rate of 

increase predicts a world population of ten billion by A.D. 

2150, and the human role in changing the face of the earth 

continues to grow. Today, human numbers have become so great 

in most parts of the world that the effects of crowding on 

the environment seem increasingly obvious and frightening. 

An essential concern regarding the world's exploding 

population is obviously the capacity to produce food for the 

growing number of mouths to feed. In addition to the food 

issue, as population has risen, so has the cumulative impact 

of human economic activity upon the biosphere. Humankind are 

now altering the fundamental flows of chemicals and energy 

that sustain life on the only inhabited planet we know. 

(Kates, Turner and Clark 1990) 

We are living in the third or fourth century of a 
late phase of a western civilization that has been 
around for a few thousand years at most, yet we 
have created in the past 50 years - and continue to 
create at an increasing rate - pollution that will 
last for as long as our civilization, perhaps 
longer than our civilization, perhaps longer than 
the human race, and certainly longer than any 
existing economic system. (Committee on Small 
Business 1992, 367; hereafter CSB) 
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The last decade has witnessed a growing concern with the 

degradation of the environment caused by economic activities. 

In response to this concern, governments ln several countries 

have taken a variety of measures to protect and enhance the 

quality of the environment, measures that are based largely 

on national levels. Yet, as we learn that we live in an 

interdependent world, we also learn that environmental 

problems transcend national boundaries. Although some 

environmental problems are regional (and still others involve 

group nations), international problems affect all the people 

of the world, depending upon the nature and scope of the 

international linkage. (Koo 1979) Heyerdahl reveals, 

I am quite convinced that man today overestimates 
the size of the oceans and underestimates their 
importance for life on this planet. If you stop 
polluting a lake or a river, the pollutants will 
run out and clean rain will come in, but the oceans 
have no outlet. (Clark and Palmer 1983, 39) 

Technology and the Environment 

Contemporary environmental problems can be traced to the 

sudden acceleration in the rate and power of innovations 

which began with the Industrial Revolution in the late 18th 

century England (Headrick 1990). Since the 18th century, 

institutions devoted to the acquiring of knowledge about 

nature - laboratories, universities and research 

foundations - have proliferated. Unlike other industries, 

they do not make a profit, but are subsidized by governments 

and other industries, in return for knowledge (ibid). 
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A relatively new element, consciousness about environmental 

quality, has assumed a role in determining the volume and 

direction of trade and the manner in which new technological 

information might be utilized. This trend is evident in the 

negotiations for a NAFTA, as each country demands that the 

others take responsibility for international environmental 

problems, as well as participate in active trade. 

David Lowenthal writes, 

The interconnectedness of nature is a central tenet 
not only of radical environmentalism but also of 
mainstream science. A generation ago even scholars 
seldom drew such causal connections. Today it is 
tabloid routine to link population pressure with 
rainforest depletion, acid rain with heavy run-off, 
excess C02 with climatic change. The linkages are 
fostered by the growing interrelatedness of the 
environmental sciences. (1990, 127) 

In the past 200 years, technology has changed in kind 

and complexity, and the rate at which it has done so has 

accelerated sharply. As a result, technology has often been 

misunderstood and feared. Even the creators of new 

technology are frequently surprised, and even shocked, by its 

consequences. For example, the development of the atomic 

bomb certainly was not designed to eventually render the 

United States vulnerable to sudden and total destruction, yet 

that is exactly what it did. For most people in the western 

world, nature serves our purposes, and the application of 

technological innovation is commonly divorced from any 

responsibility for its environmental impacts (Headrick 1990). 

Industrial technology, which is powerful enough to 

injure and even destroy the self-renewing cycles of nature, 
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is also capable of protecting the biosphere from its own 

excesses. The new leading sectors - information, 

electronics, health, and other high-technology industries -

are becoming more sparing in their use of energy and gentler 

on the environment than their predecessors. These high-

technology sectors and their positive environmental efforts 

are evidence that the historically destructive industrial age 

is finally corning to a close, and a new technological era -

one based on services and information - is being born. 

(Headrick 1990) Although this new era is emerging, nations 

world-wide will still have to deal with the remnants of the 

destructive industrial age. 

An industrial age afterthought, as well as an ominous 

environmental enemy, industrial wastes are not simply growing 

in quantity, but are becoming more varied, more toxic, and 

more difficult to degrade or dispose of. This is especially 

true of the wastes from the petrochemical industries that 

arose in the mid-20th century producing pharmaceuticals, 

plastics, synthetics, and organic fertilizers and pesticides. 

Their products and by-products are either indestructible 

(like plastics) or toxic (like mercury and dioxin), which 

accumulate in garbage dumps, estuaries, lakes, and 

groundwaters. Most dangerous of all is the nuclear industry, 

with its ever-accumulating stockpiles of radioactive wastes. 

Not only is the impact of these substances more widespread 

and difficult to assess, but it is also accumulating over 

large areas in ways that are poorly understood; acid rain and 
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coastal pollution are two recognizable examples. (Headrick 

1990) Often unknowingly to the general public, these 

pollution aftermaths, among others, threaten the world's 

small amount of agriculture-suitable land. 

Much of the earth's land surface is unsuitable for 

agriculture; six percent is frozen, ten percent is too wet, 

22 percent has too little soil, 23 percent is too saline and 

28 percent is too dry (Clarke and Palmer 1983). Mohammed 

Kassas offered some startling facts concerning this land 

dilemma at the London Hearing in 1982: 

The prime land that we use for agriculture is no 
more than 11 percent of the world's total land area 
(excluding Antarctica). This limited area of land, 
only 14 million square kilometers, is the basis of 
world food production. The fertility of this 
valuable piece of land is dependent on the surface 
soil. We estimate that it takes from 100 to 400 
years to build ten millimeters of top soil; and it 
takes from 3,000 to 12,000 years to build enough 
soil in an area to develop productive land. (Clarke 
and Palmer 1983, 14) 

The delicacy of the world's prime land is disconcerting since 

heavy industrial activities accompanied by waste and 

pollution have exceeded nature's ability to absorb them 

effectively as seen in the predicted global climatic change 

here on earth (Headrick 1990). 

According to Kates, Turner and Clark, in addition to 

industrial solid wastes, another prime example of 

environmental disruption is man's burning of fossil fuels, 

which results in changes of the balance of carbon dioxide in 

the atmosphere and the particulate content of the 

stratosphere. The burning of fossil fuels that drives the 
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industries and transportation of the modern world, coupled 

with the depletion of the world's forests for resources and 

land, has not only altered the critical chemical flows of the 

biosphere, but may also be changing basic atmospheric 

functioning through the so-called greenhouse effect of global 

climate change. (Kates, Turner and Clark 1990) While changes 

in the biochemical flow that sustains the biosphere may not 

be visible, the impacts of these changes can be dramatic, 

even life-threatening, as in the depletion of the protective 

ozone shield in the atmosphere by industrial and other gases 

(ibid). Other examples include the dumping and spillage of 

oil in the oceans and the familiar "upstream" and 

"downstream" pattern of damage relationships between nations 

(KoO 1979). 

In addition to chronic environmental problems, the world 

has recently been hit with a series of industrial 

catastrophes: the oil spill of the tanker Exxon Valdez; the 

poisonous gas leak in Bhopal, India, and most spectacular of 

all, the Three Mile Island and Chernobyl nuclear reactor 

accidents. Today, the unintended impacts of 

industrialization on local environments and the global 

biosphere appear to be severe, even dangerous. 

Industry, especially the "smoke stack" variety, 
creates waste products both at the point of 
production and at the end of the consumption cycle. 
Mines have left tailings and acid runoff, the steel 
industry has created slag heaps and atmospheric 
pollution, textile manufacturers have polluted 
rivers, consumers have created sewage and waste -
the examples are innumerable. (Headrick 1990, 65) 
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High temperature industrial emissions alone now multiply 

the annual natural releaser of arsenic by 3, of cadmium by 7, 

mercury by 10, and of lead by 25. Substantial flows of 

substances not present in nature, such as synthetic organic 

chemicals, have also been created by human action. (Kates, 

Turner and Clark 1990) The perspective of humanity in 

harmony with nature can be recognized in arcadian, romantic, 

and biocentric/ecocentric views of the 18th, 19th and 20th 

centuries. At least two renditions exist, although elements 

of both can often be found within the same work, argument, or 

school of thought; one states that humankind ought to act in 

harmony with nature, the other that human activities are 

necessarily in harmony with nature. Humankind has altered or 

transformed virtually every element of the biosphere. (ibid) 

Within varied communities, however, some are making efforts 

to contribute to the alleviation of environmental pollution. 

Local environmental transformations are more and more 

often trying to involve the whole interrelated biosphere, as 

reflected in Green Peace's environmental movement motto, 

"Think Globally, Act Locally." As its title suggests, the 

book Our Common Future (1987) addresses global concerns that 

override local interests, even national institutions. 

Whether to combat acid rain or the protection of wildlife, 

the authors point out that international collaboration 1S 

essential, and ecological matters are no less critical than 

sociopolitical ones. "'Our environment problems today are 
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multidisciplinary and transnational,' as a Norwegian engineer 

said, 'not mainly scientific or technological, but political, 

economic, and cultural. '" (Lowenthal 1990, 127) 

As the engineer revealed, measures for the reduction of 

pollution in water and air have clear international 

implications; these implications obviously justify and 

support legislation that promotes the enhancement and 

protection of the environment, such as a NAFTA. Knowledge is 

both the cause and effect of economic growth, and the 

information industry has been the primary cause of the 

acceleration of technological change in the past 200 years. 

(Headrick 1990) In our lifetimes, technology has become so 

powerful that we now feel and measure feedback in the form of 

resource depletion, environmental degradation and threats to 

life itself. In as much as the policies for controlling 

pollution transcend national borders, they present 

difficulties of enormous complexity. Anthony Koo points out 

that even if agreement is reached, if it is in the absence of 

international inspection and sanction, there is little 

assurance that every nation will observe the standards set 

(1979). It is this revelation that makes the acceptance of 

the North American Trade Agreement so imperative, because it 

obvious that unless international policy is agreed on by all 

sides the environmental situation can only worsen. 
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U.S.-Mexico Border Environment 

The U.S.-Mexico border can be looked at by the world as 

a microcosm of itself. In looking, one can see the 

industries and their pollution, overpopulation and a rampant 

disregard for the well-being of the environment. Herein lies 

the United States and Mexico's chance to set an example for 

future environmental policy and precedence in future trade 

negotiations through a NAFTA. 

One of the most important concerns in passing the 

pending North American Free Trade Agreement is Mexico's 

willingness and ability to participate and enforce 

environmental standards within its own boundaries. We 

already know that substantial environmental problems 

currently exist, and these problems are the direct result of 

industrialization and population growth without the benefit 

of environmental planning and the construction of 

infrastructure. (Committee on Ways and Means 1991; hereafter 

CW&M) 

The people who live along the U.S.-Mexico border deserve 

the same quality of life as provided in other areas of the 

united States and Canada, but environmentalists argue that 

while Mexico has instituted tough new pollution laws, it has 

not backed them up with adequate funding. This governmental 

perplexity only serves to further emphasize the need for the 

three federal governments to assume their full responsibility 

and ensure environmental protection (with the promise of 
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adequate funding), regardless of whether or not the North 

American Free Trade Agreement becomes reality, although it is 

not very likely. 

Serious environmental problems on both sides of the 

U.S.-Mexican border run the gamut: soil erosion, unmanaged 

solid and hazardous waste, pesticides and other agricultural 

chemicals, pollution of air and water, and squandering of 

natural resources. Although the United States is far from 

blameless, most of the border area's pollution sources lie in 

Mexico. Mexican cities, for example, dump some 20 million 

gallons of raw sewage each day into the Rio Grande - a river 

the two countries share. (Office of Technology Assessment 

1992; hereafter OTA) Similarly, much of El Paso's polluted 

air comes from Ciudad Juarez. Because Mexico is poor and the 

United States is rich, because pollution sources in the 

250,000 square mile Border Area affect residents in both 

countries and because Mexico's pollution problems are worse 

in other parts of the country, it would not be too eager to 

suppose that over the next several decades the United States 

will have to bear a majority of the border clean-up cost. 

(ibid) 

Mexico's Environmental Politics 

Although Mexico has made some progress, the country 

lacks the resources to fully enforce its environmental 

regulations. Between 1989 and the beginning of 1991, the 

Government of Mexico imposed some 980 temporary and 82 
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permanent industrial closures for non-compliance. The 

environmental budget for SEDUE, Mexico's Ministry for the 

Environment, grew from $5 million in 1989 to $39 million in 

1991, an almost eight-fold increase (See Figure 1). (CW&M 

1991) Too many times the essential difference is money. The 

gaping difference in median per capita income - $19,840 in 

the United States and $1,760 in Mexico - is greater than any 

in the European community. Per capita income levels between 

Germany and Portugal, for example, are about 5:1, while the 

U.S.-Mexico spread is greater than 10:1. In that context, 

the strictest pollution and corruption laws are toothless 

without money to enforce them. (CW&M 1991) 

Mexico has a short history of agreements related to the 

environment. In 1889, the Internal Boundary Commission (IBC) 

was established to settle boundary disputes. A convention 

providing for the equitable distribution of the waters of the 

Rio Grande for irrigation purposes took place in 1906. And 

in 1944, the Treaty on the Utilization of Waters of the 

Colorado and Tijuana Rivers and the Rio Grande (Water Treaty 

of 1944) was agreed upon. This treaty replaced the IBC with 

the International Boundary and Water Commission (IBWC) and 

modified the 1906 convention. In cooperation with SEDUE and 

EPA, the IBWC identifies and seeks to correct cross-border 

water pollution problems. Currently, the IBWC is overseeing 

construction or expansion of waste water treatment facilities 

in five pairs of the Border Area cities. (OTA 1992) 
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Figure 1 

Federal Government Spending on Environmental Protection Via 
Its Primary Agency 
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Mexico passed its first environmental law in 1971, 

establishing a Subsecretariat of Environmental Improvement 

under the Secretariat of Health, but the agency got little 

money and did not accomplish much. Under President de la 

Madrid, who took office in 1982 after making the environment 

a campaign theme, Mexico created SEDUE (Secretaria de 

Desarrollo Urbano y Ecologia), Mexico's Ministry for the 

Environment, with responsibilities similar to those of the 

United States' EPA. In 1992, however, SEDUE was merged with 

the large social welfare agency, PRONASOL, to form the 

Secretariat for Social Development (SEDESOL). Since these 

mergings, environmental groups have been small, scattered, 

and concerned with local issues, most of them in Mexico City, 

although citizen involvement is also growing in the Border 

Area. (OTA 1992) Although Mexico has made commendable 

efforts, there are problems with the standing Mexican 

environmental policies. 

Mexican environmental laws, for the most part, state 

general objectives rather than specific criteria that must be 

met. These broad objectives must be codified in regulatory 

language and technical standards, a process that is underway 

but not complete. Regulations and technical norms issued 

thus far cover aspects of environmental impact assessment, 

air pollution, hazardous waste disposal, vehicle emissions in 

Mexico City, and contamination of the ocean. Environmental 

impact and risk assessments are not required for existing 

industrial facilities, but plants must register with SEDUE 
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and apply for air, water, and hazardous waste permits, as 

appropriate. Three areas covered in the United States but 

not yet covered in Mexico are: land disposal of hazardous 

waste; leaking underground storage tanks; and clean-up of 

abandoned hazardous wastesites. (OTA 1992) Mexican officials 

would probably like to be able to cover these areas and 

enforce the standing policies, but the problem of funds once 

again thwarts any good intentions. 

Lack of funds is not the only dilemma though; the 

expenditure of Mexican public monies for environmental 

projects designed to enhance beauty or convenience is 

difficult to justify in a society with so many citizens at 

the poverty level. The aim of achieving a certain level of 

environmental quality within a nation is a matter of the 

collective preference (demand) of its citizens. (Koo 1979) 

Every indication is that, in spite of the forcefulness of new 

laws, environmental protection in Mexico will be subordinated 

to "frequently inconsistent policies" of economic development 

(Utton 1973). Though Mexico's individual lack of funds is 

frustrating, there are commendable joint efforts that work 

toward the improvement and protection of the environment by 

the United States and Mexico. 

U.S.-Mexico Environmental Politics 

The first united endeavor between the United States and 

Mexico was the U.S.-Mexico Border Agreement (La Paz 

Agreement), which was accepted in 1983. This was the first 
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formal agreement to improve the environment in the Border 

Area, which provides a "basis for cooperation for the 

protection, improvement, and conservation of the environment 

and the problems that affect it ... and a framework for 

development of a system of notification for emergency 

situations." (OTA 1992, 128) This agreement also defines 

responsibilities for governmental bodies including the EPA, 

SEDUE and the IBWC and provides for the study of air 

pollution along the border. 

Another united endeavor was the General Law for 

Ecological Equilibrium and Environmental Protection, which 

was instituted in 1988. It is a comprehensive statute 

designed to ensure that there is an adequate legal basis for 

protecting the environment. Mexico has also established 

administrative sanctions and judicial penalties for non-

compliance with environmental statutes. In 1989, the Mexico 

City Agreement on pollution was accepted. This agreement 

commits both countries to solving air and water pollution, 

hazardous waste, and environmental health problems in Mexico 

City. In 1990, the Comprehensive Border Environmental Plan 

was established. Presidents Bush and Salinas called for a 

new comprehensive long-term border plan to parallel and 

complement a Free Trade Agreement. (CW&M 1991) 

Most recently, the Integrated Environmental Plan for the 

Mexican-U.S. Border Area was released in February of 1992. 

presidents Bush and Salinas charged EPA and SEDUE to jointly 

prepare this "plan." It was developed as a master plan for 
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dealing with border environmental problems and released as a 

parallel for the Review of the U.S.-Mexico Environmental 

Issues (the "Review), which 1S prepared by the Office of the 

U.S. Trade Representative. It is important to point out 

though, that neither the "plan" nor the "Review" is an 

environmental impact statement; such a document could not be 

prepared without a NAFTA text in hand. (OTA 1992) 

Both the "Review," and especially the more important 

"Plan," have come under intense criticism for lacking 

specific goals for environmental improvements and cost 

estimates for achieving them. EPA and SEDUE conducted 17 

public hearings in September 1991, following release of a 

draft of the "Plan" the preceding month. Seven of the 

hearings took place in Mexico, where they attracted an 

unexpected amount of attention as unique events, in a country 

lacking a tradition of general public involvement on 

environmental matters. The final version of the "Plan" 

addressed some (but not all) of the issues raised at the 

hearings. For example, it does not call for maquiladoras to 

submit plans and timetables for meeting environmental 

standards, or require SEDUE to disclose information on 

environmental and health hazards, a matter of great concern 

to many of those who participated in hearings on the Mexican 

side of the border. (OTA 1992) Beneficial progress has been 

made, but Mexico has yet to make a significant dent in its 

most serious environmental problem. 
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Mexico's most serious environmental problems dwell in 

the Federal District (Mexico City and vicinity), Guadalajara, 

and Monterrey, but it is pollution along the border that most 

affects air and water quality in the United States (OTA 

1992). Two-thirds of all trade between the United States and 

Mexico passes through the port of Laredo, an area in which 

some of the $241 million, to be allocated by Congress, will 

be spent. There are current U.S. projects underway to 

benefit this area, which include: construction of Laredo and 

Tijuana River sewage treatment facilities, joint U.S.-Mexico 

training of enforcement personnel for hazardous waste 

disposal, and EPA monitoring. Recently, in addition to the 

previously mentioned projects, a new $44 million wastewater 

treatment facility in Nuevo Laredo, Mexico, just across the 

border from Laredo, Texas, was built with contributing funds 

from the U.S., Mexico and Texas. (Texas Department of 

Commerce 1993; hereafter TDOC) 

In spite of all these projects and policy initiatives 

though, there are still those who argue against NAFTA. North 

American Free Trade Agreement opponents argue that an 

agreement would spur still more rapid and uncontrolled 

development along the border, with U.S. firms exporting dirty 

factories to Mexico, causing more environmental pollution. 

NAFTA supporters counter that Mexico can only improve its 

environment if economic growth is induced to generate new 

revenues that can be applied to clean-up and prevention of 

pollution. (OTA 1992) Various legislators, as well as 
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general public supporters, hope that NAFTA will be accepted 

and applied rigorously for the benefit of all. 

Legislators from all three nations hope that Mexico will 

amend its Constitution to alleviate some of its own social 

and environmental problems, but the procedure for amending 

the Constitution in Mexico is lengthy. To amend the 

Constitution, both houses of Congress and the legislators of 

all the Mexican states must ratify the amendment; but without 

amending the Constitution, the Congress may enact laws based 

on Constitutional provisions. (Utton 1973) 

The responsibility and power to issue regulations lie 

with the Federal Executive. To aid in the exercise of this 

power three bodies have been created: the National Tripartite 

Commission, the Committee for the Study of Environmental 

Contamination of the National Council of Science and 

Technology (CONACYT), and the Juridical Committee for the 

Prevention and Control of Environmental Contamination. (Utton 

1973) The u.S. and Mexico began cooperative enforcement 

activities in the 1980s. Since then, EPA and SEDUE have 

conducted on-site inspections and sponsored technical 

workshops to improve the level of technical expertise among 

enforcement officials inspecting the maquiladora industries. 

(CW&M 1991) 

Although not part of the formal trade agreement, Mexico 

has committed to spend $460 million over the next three years 

on border clean-up. Anticipating an early arrival of a loan, 

SEDUE recently announced the commitment of Mexican 
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counterpart funds to create 50 new inspector positions for 

Mexico City and 50 for the U.S.-Mexico border. This number 

of Mexican border inspectors has increased from 50 to 203. 

The Mexican government has also committed to spend $160 

million in 1992 on an array of environmental infrastructure 

projects in the border region, including wastewater 

treatment, solid waste management and transportation. The 

United States spent $138 million in 1992 on border pollution 

clean-up and has sought authorization from Congress for 

another $241 million this year. (Garcia 1993) 

Environment and the NAFTA 

It 1S important to note that regardless of all the 

current efforts by all three countries, specifically the U.S. 

and Mexico, Mexico does not view NAFTA as a forum for 

deciding environmental matters. Mexico does not want to be 

obligated to U.S. environmental standards, their policy-

makers believing that local problems ought to be met by local 

authorities. (Somma 1992) On the other hand, the three NAFTA 

countries have formally committed to implementing the 

Agreement in a manner consistent with environmental 

protection and to promoting sustainable development. 

Specific provisions throughout the Agreement build upon these 

commitments. For example, the trade obligations of the NAFTA 

place the countries under specific international 

environmental policies regarding endangered species, ozone-

depleting substances and hazardous wastes. These policies 
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will take precedence over NAFTA provisions, and are subject 

to a requirement that minimizes inconsistency with the NAFTA. 

This measure ensures that the NAFTA will not diminish a 

country's right to take action under these environmental 

agreements. (Department of Commerce 1992) This may sound 

noble in its gesture, but given Mexico's environmental 

politics and current situation such a lenient Agreement may 

prove ineffective. 

Second, the Agreement affirms the right of each country 

to choose the level of health and environmental protection 

(as well as the level of human, animal and plant life 

protection), that it considers appropriate. NAFTA also makes 

clear that each country may maintain and adopt standards and 

sanitary and phytosanitary measures, including those more 

stringent than international standards, to secure its chosen 

level of protection. Although the above measures allow for 

independence on one level, all three NAFTA countries have 

agreed to work jointly to enhance the protection of human, 

animal, and plant life; health and the environment. 

(Department of Commerce 1992) 

A more important aspect of this pending policy, the 

Agreement provides that no NAFTA country should lower its 

health, safety or environmental standards for the purpose of 

attracting investment. When a dispute regarding a country'S 

standards raises factual issues concerning the environment, 

that country may choose to have the dispute submitted to 

NAFTA dispute settlement procedures rather than under the 
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procedures of other trade agreements. This same option is 

available for disputes concerning trade measures taken under 

specified international environmental agreements. NAFTA 

dispute settlement panels may calIon scientific experts, 

including environmental experts, to provide advice on factual 

questions related to the environment and other scientific 

matters. In a dispute settlement, the complaining country 

bears the burden of proving that another NAFTA country's 

environmental or health measure is inconsistent with the 

NAFTA. (Department of Commerce 1992) 

All of these provisions are necessary and beneficial 

because trade will increase with the agreement, and 

unfortunately so will risks to the environment, but history 

has shown that commercial exchanges are certain to rise, with 

or without the presence of trade accords ("Trade Pact 

Presents" 1993). 

22 



CHAPTER II 

ECONOMIC ASPECTS 

Introduction 

A U.S-Mexico free trade agreement was proposed by 

Mexican President Carlos Salinas de Gortari in 1990. Quickly 

thereafter, President Bush notified the Congress that the 

United States and Mexico intended to initiate negotiations 

for a free trade agreement. Canada, concerned with 

protecting its interests in the two year old U.S.-Canada free 

trade agreement, pushed to be included in the negotiations. 

(CPW&T 1991) 

There are several key elements of the pending trade 

agreement. The first of these is tariffs; this element 

encompasses the pact's policy which would allow goods 

produced in North America to move freely across borders by 

eliminating duties, tariffs and other trade barriers over 15 

years. The second of these is automobiles; the NAFTA would 

allow U.S. automakers to set greater access to the Mexican 

market, the fastest-growing in the world. The third of these 

is transportation; this element of the pact would give 

truckers with international cargo "open roads" throughout the 

three nations. The fourth element is banking; through the 

pact U.S. banks and securities firms could establish branch 

offices in Mexico. The last element is investment, which 

would assure that U.S. firms in Mexico would receive the same 
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treatment as Mexican companies, increasing investment 

opportunities. (CPW&T 1991) 

Through these key elements, the North American Free 

Trade Agreement (NAFTA) presents a historic opportunity to 

unite the three nations of North America into the world's 

largest, and probably most profitable, trading area. The 

purpose of the treaty is to create a free-trade zone from the 

Yucatan to the Yukon by eliminating all tariffs and other 

barriers to international commerce. NAFTA offers the three 

nations a consumer market of 360 million people and a total 

output of $6 trillion. Currently, the average tariff on 

Mexican imports is under four percent, but the u.s. tariff on 

autos, for example, is only 2.5 percent. Surprisingly 

though, forty-five percent of Mexican goods already enter the 

United States duty-free. (CW&M 1991) 

Such an agreement would eliminate trade barriers and 

inefficiencies with our first (Canada) and third (Mexico) 

largest trading partners with a three-way trade in 1990 

amounting to $236 billion. This is in part due to a 

remarkable transformation in Mexico that has pushed the 

nation away from static, protectionist policies toward a more 

open-trade and investment regime. (CW&M 1991) 

Mexico and its Economy 

For the Mexican Government, a NAFTA represents the most 

recent in a series of steps toward a more open and market-

oriented economy and away from its heavily protected, highly 
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regulated one. The first major step took place when Mexico 

joined the General Agreement on Tariffs and Trade (GATT) in 

1986, and began lowering the barriers that had protected (and 

isolated) its industries for more than 50 years. Now it 

seeks further industrialization by exposing Mexican firms to 

the spur of foreign competition, encouraging foreign direct 

investment (FDI) and sharing of technology that will help 

create new jobs for a rapidly growing workforce (more than 

half the population is under 20 years of age). (OTA 1992) A 

strengthened border economy will also encourage more rapid 

growth in the border cities. Although population is also 

growing fast in the u.s. border communities, the highest 

growth is expected on the Mexican side. (Sanchez 1991) 

To become a full-fledged participant in globalization, 

Mexico must help its workers learn to function in the 

sophisticated technological and organizational context of 

complex international production networks. If Mexico fails 

to do so, it will remain primarily a site for labor-intensive 

branch plants. Today, Mexico competes for jobs with such 

countries as Thailand and Indonesia; but if it fails to 

improve its human resources, it will find itself competing 

with a poorer group of Third World countries. (OTA 1992) 

Though desperate, Mexico must not rely on "maquilization" for 

this imperative development. 

Since his election, President Salinas has visited Europe 

and Japan, as well as the United States, seeking investments 

that can help modernize Mexico's economy. With European 
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governments preoccupied with the new democracies of Central 

and Eastern Europe and the breakup of the Soviet union and 

with Japan focused on the Pacific Rim and its trade disputes 

with the United States, Salinas has found himself with little 

choice but to look northward. As a result - his proposal for 

trade talks with the United States. (OTA 1992) 

The United States is the wealthiest nation the world has 

ever seen. Mexico, though it 1S one of the most developed 

countries in the Third World, it is still only partially 

industrialized. During the 1980s, Mexico's inflation 

averaged more than 70 percent per year, the peso lost 99 

percent of its value against the dollar, and real wages 

dropped by some 40 percent. Low wages and underemployment 

drove growing numbers of Mexicans across the border into the 

United States. Today, per capita income in Mexico is little 

more than one-tenth of that in the United States. (OTA 1992) 

In 1990, Mexico's economy was the 13th largest in the world, 

slightly smaller than that of India, slightly larger than 

that of Korea, and about 41/2 percent as large as that of the 

U.S. It has been found that the country's citizens live 

better than gross domestic product (GDP) figures and 

rankings, but these averages may also mislead. Large 

differences in quality of life separate rich and poor in 

Mexico, more so than in most countries, even the United 

States. (ibid) 

Despite the vast differences between Mexico and the 

united States, the former as part of Latin America, the 
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latter with its political heritage and legal tradition rooted 

in England, their futures are inseparable. Millions of 

Mexicans have crossed the border to work. Already, the 

United States is home to the second largest Spanish-speaking 

population in the world and, unfortunately, polluted air and 

water cross even more easily than people and goods. (OTA 

1992) 

The boundary between the United States and Mexico 

stretches for 2,000 miles; at most points, people can cross 

almost as easily as polluted air. It will be easier to 

improve the environment than to slow immigration; short of 

establishing a police state along the border, there is no way 

the United States can stop the flow of migrants. Only 

socioeconomic development in Mexico that reaches into the 

lowest classes will serve to inhibit the flow appreciably. 

(Sanchez 1991) There are specific reasons why immigration 1S 

so high and these must be addressed. 

Some of the driest land in North America is found in the 

Border Area, although the region also includes forest and 

irrigated farmlands. Most of the Border Area is sparsely 

populated. High salinity of both soil and river water limits 

food production and human settlements. The total population 

is about 91/2 million, three-quarters of whom live in 14 pairs 

of sister cities located on each side of the international 

boundary. (Sanchez 1991) 

Much of the growth on the Mexican side of the border has 

been recent, paralleling industrial expansion - especially 
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the maquiladoras, which have been growing at about 16 percent 

annually as measured by number of plants and employees. 

Nearly half of those employed in the Border Area in Mexico 

work in maquiladoras. More than half of Mexico's 

maquiladoras are located in just two cities - Tijuana and 

Ciudad Juarez. Severe strains on services and infrastructure 

are the result of rapid growth without land use and urban 

planning. (Sanchez 1991) 

U.S.-Mexico Trade 

Mexico trades primarily with the United States, while 

U.S trade is spread among many countries. Mexico currently 

supplies six percent of U.S. imports of manufactured goods 

(accounting for two-thirds of all Mexican exports), while 

taking 9.2 percent of U.S. exports (likewise accounting for 

about two-thirds of Mexican imports). (OTA 1992) As stated 

earlier, Mexico is currently the United States' third largest 

trading partner (with a total trade of $58.6 billion in 

1990), after Canada and Japan, and our third largest export 

market. Furthermore, as a result of increased exports, our 

trade deficit with Mexico has been cut by two-thirds: 

excluding petroleum trade, the United States ran a trade 

surplus of about $2.7 billion with Mexico in 1990. (CW&M 

1991) Between 1987 and 1990 the United States' imports from 

Mexico rose $10 billion to $30.2 billion and United States' 

exports to Mexico increased $13.8 billion to $28.4 billion 
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lowering our trade deficit with Mexico from $5.6 billion to 

$1.8 billion (See Figure 2). 

Total trade for 1991 was projected to reach 

approximately $65 billion. The United States' exports were 

projected to increase 12 to 15 percent to $32 billion, while 

United States' imports from Mexico were projected to reach 

approximately $33 billion, further lowering the United 

States' trade deficit with Mexico (See Figure 3). (CPW&T 

1991) 

~ 

t 
Auto parts remain the leading United States' export to 

( 

Mexico. All of the big three auto makers; GM, Ford and if /; 
Chrysler, have subsidiaries in Mexico and there is an active 

trade in both directors in manufacturing parts and supplies. 

Mexico was Texas' largest trading partner in 1991, with Texas 

exports totaling $15.5 billion. Texas products accounted for 

46 percent of the $33 billion the United States exported to 

Mexico in 1991. Top ten Texas exports to Mexico in 1991 

were: electronic and other electrical equipment and 

components, transportation equipment; industrial and 

commercial machinery, computer equipment, primary metal 

industries; chemicals and allied products, fabricated metal 

products, food and kindred products; agricultural production, 

crops; photographic and medical measuring, analyzing and 

controlling instruments; rubber and miscellaneous plastics 

products. (TDOC 1993) 
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Figure 2 

MEXICO EXPORTS MEXICO IMPORTS 
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Figure 3 

Key States involved in Trade with Mexico 
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The United States' imports from Mexico have also grown 
~ 

steadily, though less dramatically than exports. In addition 

to auto parts, leading imports include crude oil ($4 billion 

in 1989), vegetables, televisions, and ADP equipment and 

parts. More importantly though, there are specific trading 

areas that the North American Free Trade Agreement will 

~irectl~ influe~cei electric and electronic equiPment!· 

lndustrlal machlnery and computers, primary metals, 

chemical/petroleum products, agriculture, oil and gas field 

machinery, various insurance services, transportation 

equipment, textiles, apparel and telecommunications. (TDOC 

1993) Three major economic analyses, the Clopper Almon 

Study, the KPMG Peat Marwick Study (Policy Economics Group) 

and the International Trade Commission Investigation Study, 

all corroborate that the u.S. economy will benefit from a 

NAFTA in terms of exports, output and employment (CW&M 1991). 

NAFTA Economic ImQact 

Over a IS-year time frame, a NAFTA could have larger 

impacts on u.S. workers and economic performance. Even over 

these periods, impacts would be limited by the fact that 

Mexico's economy will remain small compared to that of the 

united States. Mexico's GDP today is about 41/2 percent that 

of the united States. (OTA 1992) 

Notwithstanding conventional economic wisdom, the long-

term impact of a NAFTA on u.S. workers and productivity 

growth could be negative unless government and the private 
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sector take steps to prevent that outcome. A NAFTA could 

reinforce u.s. employers' efforts to compete by using low-

wage rather than high-wage strategies, increasing direct 

competition with Mexico and other developing countries on th~ 

basis of wage levels. NAFTA could precipitate a significant 

diversion of u.s. investment to Mexico. Following an 
I 

agreement, u.s. firms might move existing production to \ 

Mexico or build new plants there instead of at home. (OTA 

1992) 

The Office of Technology states that while massive 

third-country investment in Mexico is unlikely in the short-

term, over the longer-term a NAFTA could lead to greater 

Asian and European investment to serve the u.s. market. To 

date, Japanese and other Third World country firms have been 

more than satisfied with investments in Mexico because its 

poor infrastructure and lack of local suppliers serves to 

boost the investments' profits. By the late 1990s, however, 

these constraints should begin to fade, making Mexico a more 

attractive location. (OTA 1992) 

With increased investment in Mexico and a large (over 20 

million) and rapidly growing pool of less educated workers 

there, u.s. employers will gain added leverage in their 

dealings with less educated u.s. workers. More such workers 

in the united States will find themselves competing directly 

with workers in Mexican plants; increasingly, employers will 

be able to use the threat of relocation to depress wages in 

the u.s. (OTA 1992) 
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Past experience in the United States indicates that 

downward pressure on U.S. wages could exist even if the 

United States enjoys - as it does now - a trade surplus with 

Mexico. From the 1950s through the 1980s in most industries, 

southern U.S. states ran a "trade deficit" with the Midwest; 

nevertheless, low wages and low levels of unionization in the 

South contributed to the erosion of industry-wide bargaining, 

union influence, and manufacturing wages in the Northeast and 

Midwest. Compliance with pollution control regulations may 

contribute to U.S. unemployment, but in the long term, this 

decrease may be offset by increased employment in industries 

that produce equipment for pollution control. (Koo 1979) 

Besides these possible problems the NAFTA may induce, there 

are others that need to be addressed. 

Two major factors must be taken into account as 

potential emasculators of the NAFTA's legislation. First, 

Mexico is not known for the efficiency and incorruptibility 

of its bureaucracy, so the fact that the Mexican government 

is opposed to any American or Canadian intervention in the 

enforcement of its domestic environmental rules is not a 

surprise. (Risen 1992) In the many technical areas of 

environmental control, a truly first rate administrative 

organization from top to bottom is essential. Secondly, one 

must not lose sight of the fact that, economically, Mexico is 

a developing country. Many feel though that Mexico and its 

citizens are not willing to take up the responsibility and 

the inevitable work to improve its economy. Economist Worman 
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Bailey, feeling very strongly about this lack of initiative, 

said, "It is totally impossible to convince (the Mexicans) 

that they are going to have to work at free trade." (Mintz 

1992) 

Maquiladora program 

Long before the negotiations for NAFTA, there was the 

maquiladora program, a Spanish term for foreign-owned 

manufacturing plant (Crouch 1992). In 1965, Mexico developed 

the Border Industrialization Plan establishing this program 

(Somma 1992). Maquiladora industries, also called twin plant 

or in-bond industries, are located along the u.S. border and 

are owned by u.s. companies (although there are a number of 

these plants owned by European and Japanese companies). The 

program rapidly expanded in the late 1980s; and firms that 

provided supplies to maquiladoras grew in number in Texas and 

California. (Hendricks 1992) 

In 1990, maquiladoras were being opened in Mexico at the 

rate of one per day, a pace that slowed after the u.s. 

economic recession began in late 1990 (ibid). According to 

the International Trade Commission, they are concentrated in 

the manufacture of electronic goods, textiles and apparel, 

furniture and transportation equipment. The plants are 

located in Mexico because of the low wages of Mexican workers 

and special Mexican and American tariff provisions (See 

Figure 4). 
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Figure 3 

The Growing Disparity: 
Manufacturing Compensation in the United States and Mexico 
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Approximately 400.000 workers are employed by 1500 

maquiladora plants in Mexico. These plants are imperative to 

successful economic development in northern Mexico and 

responsible for a significant portion of Mexico's current 

economic growth. Most importantly though, they are Mexico's 

second largest net dollar earner. (Somma 1992) 

Mexico allows u.S. parts to enter duty-free if the parts 

are processed and the finished product is then exported to 

the United States. The united States assesses duty on only 

the value added to the parts through finishing the product. 

Trade involving the maquiladoras makes up a significant share 

of the total U.S.-Mexico trade. The Department of Commerce 

estimates that in 1989 nearly $12 billion, or almost one-

fourth of total U.S.-Mexico trade, took place under the 

special duty provisions that apply to these plants. (CPW&T 

1991) 

Maquiladora waste products are required by law to 
be sequestered in the manufacturing process and 
then shipped back to the United States for proper 
disposal. sequestering, shipping, and disposing of 
toxic and hazardous waste is expensive. A lower 
cost waste stream treatment is one of the 
advantages Mexico offers U.S. manufacturers in the 
first place. But since the possibilities for 
improper behavior in managing the maquiladora waste 
stream are numerous and high profits are available, 
the incentive to cheat is always present. (Somma 
1992, 1) 

It is this incentive that convinced some companies to move 

from the U.s. to Mexico. 

About ten percent of the maquiladoras surveyed in a 

recent study cited environmental regulations as a primary 
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factor in the decision to leave the United States, and 17 

percent considered environmental regulations to be an 

important factor. Almost 13 percent said weaker 

environmental controls in Mexico were a primary factor in 

relocating to the border, and another 13 percent said lax 

Mexican enforcement was an important factor. (Sanchez 1991) 

These factors allow maquiladoras to avoid punishment, and 

allow them to get away with a great deal of illegal 

activities. 

Some officials estimate that up to 90 percent of all 

maquiladora-generated toxic and hazardous waste is illegally 

dumped in Mexico. Ample evidence exists that some of that 

waste goes directly into the food chain, but while stories 

abound recent independent empirical research is limited on 

how much waste is produced and where it is going. (Sanchez 

1991) 

Illegal imports shipped by U.S. manufacturers are also a 

source of toxic waste in Mexico. Some efforts are now in the 

works to record the illegal importation of waste by various 

agencies in El Paso, since many observers consider the border 

control efforts traveling into Mexico are lax. According to 

agency officials' speculation, higher than expected amounts 

of toxic and hazardous waste materials are being exported 

into Mexico. (Somma 1992) 
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CHAPTER III 

CONCLUSION 

Because Mexico is only beginning to attack its 

environmental problems, and lacks technical expertise, in 

many cases there is not even baseline information on the 

severity of existing pollution problems and pollution 

sources. The United States can help ensure that a NAFTA will 

serve to raise, not inadvertently lower, Mexico's levels of 

environmental protection, by providing technical and 

financial assistance. A steady, predictable stream of funds 

for control and clean-up in the border region is the most 

needed element, so that planners will not be hostage to the 

vagaries of the budgetary processes in the two countries. 

The greatest danger is that government bodies in both 

countries might turn away from their commitments to improving 

the border environment once a NAFTA was implemented. (OTA 

1992) 

There are some particularly thorny issues that could 

turn into serious obstacles. First, there is the issue of 

centralization versus decentralization. Administrative 

structures are far more centralized in Mexico than in the 

united States; this relatively more centralized method of 

operation is perceived by some in the United States as one of 

the gravest difficulties in relations between the two 

countries in the borderlands. A border component of the 

revolt against big government in Washington has been 
39 



identified as a force pushing towards greater autonomy for 

the border region. (Fernandez 1989) 

Similarly, in the northern border states of Mexico 

manifestations of dissatisfaction with the central government 

and a perceived desire for greater independence in economic 

decision-making by local governments have been exposed. Be 

that as it may, the United States has to be careful not to 

utilize the efficiency norm in such a way as to impinge upon 

the sovereignty and national interests of Mexico. As a 

matter of fact, centralization may turn into a blessing in 

disguise in that it might make it easier to reach a broad 

agreement between the two countries. (Fernandez 1989) 

Second, there has to be a recognition in the United 

States that many of the problems of concern to U.S. policy 

makers, especially water and air pollution, are the 

ecological results of the economic cornucopia that the 

Mexican-American region has been for U.S. industrial and 

agricultural business. It is not so much a problem that 

Mexico must resolve, as it is an issue in American politics 

between advocates of economic growth and those who defend a 

pollution-free environment. Those concerned about the flow 

of sewage north from Tijuana towards La Jolla (where "the 

effluent meets the affluent") must recognize the connection 

it has, even if several levels removed, with u.S. utilization 

of cheap labor in Mexico for the benefit of its industrial 

and agricultural enterprises on both sides of the border. 

The U.S. side cannot have the cake and eat it too; it cannot 
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take advantage of Mexico's resources and then require that 

Mexico take absolute responsibility for the byproducts. 

(Fernandez 1989) 

Signs of the growing momentum behind environmental 

protection in Mexico include the comprehensive federal law 

passed in 1988, a growing number of environmental inspectors, 

stronger ties between the environmental protection agencies 

in Mexico and the United States, spending promised by Mexico 

for implementation of the "Integrated plan for the Mexican-

U.S. Border Area," and growing citizen awareness on both 

sides. But the problems are massive, and the "Plan" has been 

widely criticized as inadequate, particularly in its lack of 

specifics, such as timetables and guaranteed long-term 

funding sources. Despite its own limited success in setting 

priorities, the United States has far more experience than 

Mexico in environmental clean-up and control, and could, with 

Mexico's agreement, take a more prominent role in improving 

environmental conditions in the Border Area, where pollution 

affects people in both countries. (OTA 1992) 

The Mexican-American border region has been considered 

for too long, in both countries, as a zone where problems are 

spawned, not a zone where they are resolved. Given present 

international realities and the absence of a political 

program that challenges the PRI (Partido Revolucionario 

Institutional), the dominant political party in Mexico, 

Mexico should strive to obtain a broad negotiated package 

from a NAFTA - one in which border region development can be 
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a linchpin. Although varied conflicts, and even wars, 

separate Mexico and the United States, there is today at 

every level much that unites the two. (Fernandez 1989) 

Mexico should take advantage of these aspects and push 

for an agreement that would result in benefits to both, in 

order to reconfigure the relationship into an addition - one 

more advantage for Mexico than the present. That is not to 

say that there are not obstacles to this vision. Hegemonic 

tendencies die hard: that is a problem for the United States 

to overcome. Mexico's suspicions of the northern neighbor 

are equally difficult to eliminate. But despite the many 

problems that exist between Mexico and the United States, 

they should be viewed as "non-antagonistic contradictions," 

as problems between friends, therefore resolvable, in 

principle, by friends. (Sanchez 1991) 

It is this future friendship that could not only benefit 

the U.S. and Mexico on economic terms but also in the realm 

of environmental protection. As printed in the Austin 

American Statesman, "International agreements are a bonus 

because they provide an opportunity to negotiate parallel 

contracts that protect the environment and prevent 

deterioration." ("Trade Pact Presents" 1993, C2) No two 

individuals view environmental problems in quite the same 

way, but the proposed NAFTA presents an excellent opportunity 

to provide the foundation for future cooperative work on 

border environmental issues. The U.S. and Mexico could make 

history with such such a broad and beneficial treaty. In 
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regards to cooperation, economist Walt Rostow points out, 

"There have been trade agreements between vastly different 

countries, but one as potentially far-reaching as this treaty 

(NAFTA) between two such diverse nations looks like a first." 

(Rivas 1991) 
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