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BACKGROUND

The North American Free Trade Agreenent (NAFTA of the
Lhited States, Mexico, and Canada was inpl enented on Jan-
uary 1, 1994. Snce then, trade and investnent in the region
have expanded dramatically and new NAFTArelated institu-
tions such as the North Ameri can Devel oprment Bank ( NADB)
and the Border Environment Cooperation Comm Ssion
(BEGD) have been put into place. Meanwhile, NAFTA has
been loudly praised by its proponents and nercilessly
dammed by it s critics. The vol une of books and articles ana-
lyzZingits inpact has steadily increased and ef fat s are under -
way to extend the agreenent to the rest of the Western Hem -
sphere (dement et al. 1999; Economic Policy Institute 2001).

Neverthel ess, very little has been witten about the ef fect s
of NAFTA on the highly urbanized comunities of the
U S Mexican border region, which constitute the nain points
of cont act between these greatly contrasting countries. In
1993, when ratification of the agreenent was being debated
in those two countries, nost border communities were led to
bel i eve that NAFTA would bring them higher levels of pros-
perity, inproved infrastructure, a cleaner environnent, and
better cross-border relations wth their nei ghbors on the ot her
side

In 1999, five years af ter the agreenent s inplenent ation,
this study was initiated in order to assess the validity of these
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expect ations and to fill agapintheliterature on the inpact of
NAFTA Mst systematic studies have focused on NAFTA S
inpact at the national level, while nost of the infornation
available on US Mxican border commnities has been
anecdot al, published in relatively obscure acadenic journal s,
or scattered about in local newspapers.

NAFTA of course, is only one of nany factors that have
i npacted these communities in the period since the inple-
ment ation of the agreenent. Qher factors, such as financial
crises in Asia and Russia increased financial instadlity in
nost of the world s energing economes and added to Mexi -
co s economc woes during the latter part of the decade. Yd,
per haps the nost inportant event during this period was the
Mexi can peso crisis of Decenber 1994, which dranatically
changed the dollar-peso relationship, turning Mexico s trade
deficit into a surplus, and plunging the nation s econony into
a deep, but relatively short, recession. This crisis resulted in
asignificant declineinretail sales in nmany US border com
munities. The retail sector is of fundanent al inportance in
nmost US. border communities and, in sone cases, Mxican
sal es account for nore than 50%of the total sales and 25%
of the jobs in the coomunity. Rt ail sdest ax rebates are al so
an inport ant source of funds for local governnent s Addition-
dly, a deval ued peso neans that nany U S border residents
find it worthwhile to nake nore of their purchases in Mxico,
potential ly further reducing ret ail sales and sales t ax rebates
onthe US side.

Wiile the Mexican national econony was in crisis, |ower
vwage rates in dollar terns and newregul ati ons est abl i shed by
NAFTA nade foreign investnent generally nore attractive in
Mexi can industry and specifically increased the appeal of the
nmaqui | adora (or assenbly) industry. This resulted in an eco-
nom c boom and near zero unenpl oynent rates in the Mxi -
can border region, despite high rates of internal migration
fromthe interior of the country to the northern border region.

Ironicaly, at the sane tine that the Mexican econony was
incrisis, the US econony was enjoying one of the |ongest
and strongest expansions inits history and a sust ai ned st ock
narket boom Qven the strong |ink between the health of the
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U S econony and the nacroeconomc perfornmance of the
Mexi can econony, the US expansion clearly boosted Mexi -
can exports, the Mxican national econony, and the loca
economes of US border comunities. Many of the benefits
and cost s of the econonic expansion spilled over to the Mex-
ican side of the border region. Manwhile, denocratic
reforns and admnistrative decentralization (devolution of
powers) in Mexico opened up new opportunities and chal -
| enges for subnational governnents and gave border govern-
nent entities increased flexibility for collaborating wth their
counterpat s in the Lhited States.

ORGANI ZATI ON OF THE STUDY

Wile it is possible to identify the nain factors operating on
these communities in the 1990s, no systenatic anal ysis has
been carried out to determine just how these wdely differing
border communities have fared during the NAFTA era, which
roughly coincides wth the decade of the 1990s. * This study
attenpt s to renedy this deficiency intw ways: (1) through an
anal ysis of existing denmographic and economic dat a and (2)
through a survey of know edgeabl e persons from governnent,
busi ness, nongovernnent al organi zati ons, and acadenia in
the main U S and Mexican border comunities.

The study was carried out by nenbers of a newy forned
consortium of individuals and organizations in the lhited
States and Mexi co the Network of Border Econom cs/Red de
la Economa Fronteriza (NOBE/REF). This organization is
supported by the H Paso Branch of the Federal Reserve
Bank, which maintains a website (http:// ww. nobe-ref.org)
and provides a point of contact for the consortium San O ego
State Whiversity (SD8U) and H olegio de la Frontera Norte
(CLEF) in Baja Galifornia al so support NCBE REF. Beyond
the Federal Reserve Bank of Dallas, SDSU and OCLEF,
NCBE/ REF nenbers include border-based universities and
busi nesses, as well as Banco de M&ico (Mxico s centra
bank) and Mexico s Instituto Nacional de Estad stica,
Geograf a e InformfEica (INEG), (National Institute of Statis-
tics, Geography, and Infornation).
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OBJECTI VES AND ASSUMPTI ONS OF THE STUDY

Thi s study, which focuses on the county-nunicipa level, has
two nai n obj ecti ves:
1 To deternine how the denographi c, econonic, environ-

nmenta, and infrastructure situations in US and Mxi -
can border communities have changed during the
NAFTA era

To determine what kinds of denographic, econonic,
and quality-of-life indicators? and analytical tools are
needed by these communities in order to enable them
to nonitor and anal yze their own situations on an ongo-
ing basis.

The study is also intended to:

Pssist local, state, and national decision nakers in both
Mexi co and the United States to better underst and the
conpl ex situation of border communities and thereby
devel op nore inforned policies.

Assist acadenmics and other researchers to identify
issues and trends that deserve further study as well as
to develop the skills and cont act s that wll be required
as NCBE REF begins to inplement its agenda of col -
| aborative, border-rel ated research project s

Assist the private sector, especially businesses and
organi zations |ocated in the border region, by providing
a nore conpr ehensi ve anal ysis of the economes of the
border and by updating the key indicators that busi -
nesses need to nake decisions related to day-to-day
operations and | ong-termi nvestment s and strategies.

A naj or assunption of the study is that, given the significant
df ferences anong the border communities, the inpact of
NAFTA and of other factors, such as the 1994 peso deval ua-
tion, have been and will continue to be dif ferent in each US
and Mexi can border community. Despite these dif ferences,
however, it is likely that there wll be sone trends that are
common, in varying degrees, to all border comunities.



U S. Mexican Border Conmuni -
ties An Overvi ew

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

Population Personal Income 1999
Percent of

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

Border Total 6,296,497

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

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

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

US BoORDER COMMUNI TI ES PROFI LES

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

CGalifornia Border Communities

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

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

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

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

Arizona Border Conmmunities

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

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

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

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

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

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

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

New Mexi co Border Communities

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

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

Texas Border Communities

Texas is, geographically, thelargest state in the Lhited States
and shares the | ongest border wth Mxico. S xteen of the 25
US border counties are located in Texas. An inportant con-
sideration regarding NAFTA is that a very large proportion
approxinately 80%of all land trade between the Uhited
States and Mexico passes through Texas counties, wth
approxi mat el y 38%coning through the city of Laredo al one.
G the total population of Texas in 2000 (20.85 mllion),
approxi nately 9.5%lived in the 16 counties i medi atel y adj a-

18



U S. Mexican Border Communities: An Overview

cent to the US Mxican border. Muny differences exist
between the border counties and interior counties of Texas.
ne of the nost significant is a |l ower high school graduation
rate in border counties. Gventhis, it is not surprising that per
capit a personal incone at the border is lower than in the rest
of the state. In 1999, the st @e s per capit a personal incone
was $26, 834, while B Paso had a per capit a personal income
of $17,216; Laredo, $14,112; MAlen, $13,339; and
Brownsvill e, $14, 280.

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

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

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

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

Percent of

State's

Population Percent of

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

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

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

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

MEXI cAN BORDER COMMUNI TI ES PROFI LES

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

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

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

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

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

Sonora Border Conmunities

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

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

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

Chi huahua Border Communiti es

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

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

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

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

Coahui | a Border Communities

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

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

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

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

Nuevo Le n Border Communities

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

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

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

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

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

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

As noted inthe introduction to this study, given the many fac-
tors influencing the region s evol ution during the | ast decade,
NOBE/ REF researchers decided that it would be extrenely
df ficut to isdate the ef fects of NAFTA tself. Such an
endeavor woul d not only require considerabl e resources, but
woul d suf fer froma lack of consistent dat a for the two coun-
tries at the municipd levd. As an alternative, it was deci ded
to anal yze published dat a and existing studies to identify the
nmai n denographic and economc changes in the border
region in the context of the changes occurring at the national
level in the two countries. ®

Wiat follows is a sunmary of existing dat a on the changi ng
economc¢ and denographic situation in the US MxXican
border region during the NAFTA ea This tine period is
| oosel y defined and depends mainly on dat aavailablity. How-
ever, it roughly coincides wth the decade of the 1990s. In
order to put the dat a on the border region in context, conpa -
isons with other tine periods and with the situation in border
g ates and/or the two nations as a whol e are nade where rel -
evant .

25



U S. Mexican Border Communities in the NAFTA Era

EXPANSI ON OF EcCoONOMI C ACTIVITY IN THE
1990s

Snce it is dfficult to precisely sumarize the dramatic
increase in economic activity in the US Mxican border
region during the NAFTA era, sone illustrative dat a provide
exanpl es of trends. Indicators regarding bilateral trade,
i nvestment flows, maquil adora enpl oynent, and cross- border
transport ation provide good exanples of economc activity
during the NAFTA era

Stimulated by dramatically lower taiff rates in Mxico
beginning in the late 1980s and by NAFTA taif f reductions
beginning in 1994, total US Mxican trade increased by
141% bet ween 1993 and 1999 (Vargas 2000a). S nce nost of
the U S Mxican trade noves across the land border, it is
not surprising that between 1990 and 1999 sout hbound truck
crossings from Texas into Mexi co (where a large proportion of
US Mxican trade crosses the international boundary)
increased by 278% while rail car crossings increased by
179% (Texas Center for Border Economic and Enterprise
Devel opnent 2001)

Reforms in the Mexican econony and the new NAFTA rul es
accounted for increasing foreign investnent, particdarly o te
the inplenent ation of the trade agreenent. Before the inpl e-
ment ati on of NAFTA (1988 1993), annual flows to Mexico of
taa foreign direct investnent (FO) averaged $3.7 billion;
however, dter NAFTAs inplenentation, during the
1994 1998 period they averaged $11.4 hillion, an increase of
over 300% (Vargas 2000a).

Border manufacturing also experienced growh in the
NAFTA era. Stimllated by falling wage rates associated wth
the peso devaluation in Decenber 1994 and new NAFTA
i nvestent rul es, the nunber of workers in border nmaquil ado-
ras increased by 88. 4% bet ween 1994 and 2000, conparedto
only 14.5% in the 1989 1993 period. However, this growth
was exceeded by maquil adora expansion in the interior of
Mexi co. Maquil adora enpl oyment in the interior grew 205%
during 1994 2000 conpared to growh of 70.1% during
1989 1993. The growth of this sector inthe interior was stim
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ulated by factors such as better labor availability, |ower |abor
cost s, inproving transport ation infrastructure, and i nvest nent
incentives of fered by st ate and | ocal governnent s

THE CHANGI NG U S. BORDER REGI ON IN THE
1990s

Tables 3 and 4, conpiled by Janmes Peach (Peach and
Adki sson 2000), provide a succinct overview of the eight
netropolitan statistical areas (MeAs) located in the US bor -

Table 3. US Border Region: Selected Characteristics

Population Income 1997 Labor Force
Percent Percent High
1998 Change Per of Participation | Unemployment| School

Area (1,000s) | (1990-98)| Capita | Nation Rate 1990 Rate 1998 Percent*
San Diego, 2,780.6 10.6 24,965| 98.7 68.4 3.5 81.9
CA
Yuma, AZ 132.3 22.8 15,629 | 61.8 59.0 279 64.9
Tucson, AZ 790.8 18.3 21,068 83.3 61.8 2.7 80.5
Las Cruces, 169.2 23.9 14,923 59.0 60.5 8.5 70.4
NM
El Paso, TX 703.1 18.0 15,216 60.2 61.3 10.2 63.7
Laredo, TX 188.2 39.9 12,999| 51.4 57.7 9.2 47.8
McAllen, 522.2 35.0 12,005| 47.5 55.0 17.7 46.6
X
Brownsville, 326.4 24.7 12,857 50.8 53.0 9.2 50.0
X
Non-MSA 525.6 23.2 15,123 59.8 56.1 18.6 57.5
Border
Border Total 6,138.3 17.3 20,376 78.2 63.5 7.6 74.1
California 32,666.5 9.2 26,218 | 103.7 67.0 3.5 76.2
Arizona 4,668.6 26.9 21,996| 87.0 62.9 4.1 78.7
New 1,736.9 14.3 19,249 76.1 62.8 6.2 75.1
Mexico
Texas 19,759.6 15.9 23,647 | 93.5 66.0 4.8 72.1
United 270,438.7 8.4 25,288 | 100.0 65.3 4.5 75.2
States

*Percent of popul ation 25 years old or older wth a high school diplonma.
Sources: (1) Population estimates are from US Bureau of the Gensus,
Noverber, 1999. (2) Rer Gppita Incone estinates from US Departnent of
Comrerce, Bureau of Economic Analysis, 1999. (3) Labor Force Participation
Rates calculated from US Bureau of the Gensus, 1993. (4) Uhenpl oynent
rates fromUS Bureau of Labor Statistics, 1999. (5) Percent Hgh School grad-
uates cal culated fromUS Bureau of the CGensus, 1993.
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Table 4. US Border Region: Selected Gowh Indicators

Average Annual Average Annual
Percent Change in | Percent Change in Per | Percent Change in | Unemployment
Population Capita Income Employment Rate

Area 1990-93 | 1994-98 | 1990-93 | 1994-97 | 1990-93 | 1994-98 | 1993 | 1998
San Diego, 1.28 1.46 1.57 3.35 -0.40 2.60 7.7 3.5
CA
Yuma, AZ 3.50 2.53 3.83 2.26 1.40 1.96 27.8 27.9
Tucson, AZ 2.16 1.92 3.30 3.19 1.54 1.32 4.0 2.7
Las Cruces, 3.77 2.10 2.34 2.38 0.88 2.18 8.6 8.5
NM
El Paso, TX 2.63 1.59 2.84 3.02 2.72 0.48 10.8 10.2
Laredo, TX 5.36 3.81 5.46 2.53 5.78 1.84 10.5 9.2
McAllen, 4.69 3.35 3.07 3.01 2.86 2.23 20.6 17.7
TX
Brownsville, 3.36 2.47 4.01 2.35 3.86 1.12 13.5 9.2
TX
Non-MSA 3.96 1.74 2.03 1.94 2.61 0.16 20.4 18.6
Border
Border 2.33 1.87 2.99 2.74 0.99 1.86 10.2 7.6
Counties
California 1.34 1.10 1.25 3.66 -0.94 2.13 7.7 3.5
Arizona 2.85 3.14 2.50 3.75 0.29 3.76 6.3 4.1
New Mexico 2.09 1.26 3.59 3.13 1.80 1.70 7.7 6.2
Texas 1.89 1.92 3.35 4.18 1.76 2.28 7.2 4.8
United 1.11 0.96 2.69 3.66 0.41 1.67 6.9 4.5
States

Sources: See Table 3.

der region and are conpared wth the four US border st ates
and the Lhited States as a whol e. ** These ei ght MSAs com
prise nmore than 90% of the border region s population. The
dat a in these two tables illustrate a nunber of inport ant
characteristics of the US border region.

The denogr aphi ¢ dynam smof the border region is renark-
abe The total population of US border counties increased
by 17.3%during the 1990 1998 period. This was al nost dou-
bl e the 8.4%increase for the Lhited States as a whol e (Peach
and Adki sson 2000). ** Wil e popul ation growth for this period
is well above the national average, the sane is not true for
other characteristics. Labor force paticipation rates and high
school graduation rates in the border region are generally
lower than in the Lhited States as a whol e, while unenpl oy-
nent is higher. San D ego, however, is the exception to these
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trends.

Before the inpl ement ati on of NAFTA during the 1990 1993
period, annual enpl oynent grow h al ong the border was nore
than tw ce the national average at 1%for the border and 0.4%
for the nation. During the 1994 1998 period, enpl oynent
growth in the border region was 1.9% which was only slight -
Iy higher than the nation at 1.7% However, since tat al popu-
lation growth in the border was double the national average
for the entire period (1990 1998), the border was still able to
roughly naint anits position wth respect to the nation in the
pre NAFTA era, but fell farther behind in the NAFTA era
Unenpl oynent figures for the period between 1994 and 1998
are consistent wth the enploynent data In this period,
unenpl oynent in US border counties fell by 25% signifi -
cantly less than the nation as a whole, which declined by
35%

Wil e per capita incomes vary considerably wthin the bor -
der region (for exanple, in 1999, San Dego had a per capit a
personal incone of $29,489, while MAlen only had
$13,339), with the exception of San Dego, they are all |ower
than the US average of $28,546 (see Table 1). This situation
was not inproved by NAFTA Prior to NAFTA (1990 1993),
per capita incone gronth in the US border region (2.9%
was slightly higher than the national figure (2.7%. However,
during the 1994 1997 period, incone growth in the border
region (2.7% was significantly |ower than the annual nation-
al average growh of 3.6%during the sane period (see Table

4.

THE CHANGI NG MEXI CAN BORDER REGI ON IN
THE 1990s

Wile the US border region |agged behind US averages in
indi cators other than popul ation, the situation in the Mxican
border area was quite dif ferent. Like the northern side of the
boundary, the Mexi can border area showed significant deno-
graphi c dynanism Over the entire 1990 2000 period, Mxi -
co s national popul ation increased by 23.7% while growh in
the border nunicipalities was alnost twce as high at 40. 7%
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Table 5. Mexico and it s Border States:
Sel ected Characteri stics

Border
Mexico Region

Population Growth (annual rate)

1990-1995 2.3 3.5

1995-2000 1.8 3.6
Employment Growth (annual rate)

1990-1994 4.5 5.9

1994-1997 4.7 6.8
Percentage of Work Force Earning < Minimum Wage

1990-1994 8.5 6.0

1994-1998 11.2 4.4
Percentage of Population with University Education

1990 5.1 6.2

1995 5.4 6.6
Unemployment Rate (urban areas)

1990 2.7 2.1

1995 6.3 3.5

2000 2.3 1.2
Real GDP Growth Rate

1993-1995 -0.8 0.8

1996-1998 7.4 5.9
Employment Percentage in Manufacturing

1992 22.0 21.2

1998 22.2 32.6
Per Capita GDP (1,000s of 1993 Pesos)

1990 13.8 15.3

1995 12.4 16.0

2000 14.2 19.6

Source: INE@ data for several years conpiled by H Qolegio de la Fontera
Norte (OCLEF).

From 1990 to 1995, the annual popul ation growth rate of the
Mexi can border region was approximately 1.5 percent age
ponts higher than for the nation as a whole (3.5% versus
2.3%. During the period from1995 to 2000, the annual rate
was al nost two percent age point s higher than the nation as a
whol e, at 3.6%versus 1.8%

Peopl e in the Mexi can border region, in contrast to the situ-
ation north of the boundary, are somewhat better educated
than the nation as a whol e. In 1995, 6.6%of the border region
popul ation had a university education, conpared to 5.4%for
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Mexi co as a whol e.

With the rapid popul ation groath in Mxico s border region,
there was al so significant expansi on of enpl oyment. Between
1990 and 1994, enployment grew annually by 4.5% at the
national level in Mxico, conpared to 5.9% in the border
region, a difference of 1.4 percentage points. During the
1994 1997 period, the dif ference in annual growh rates rose
by nore than two percentage points (4.7% versus 6.8%.
Despite the rapid expansion of the border popul ation, unem
pl oynent rates throughout the 1990s were significantly | ower
in the border region conpared to the nation as a whole. The
disparity between the border region and the nation was not as
narked as it was during Mexico s severe recession in 1995.
Qearly, Mxico s border benefited fromthe strong US econ-
ony during the 1995 downturn. Wthin the Mxican border
region, the |owest unenploynent rates are usually found in
Tijuana, dudad Jufez, and Nuevo Laredo, while Mat anor os
usual | y has the highest rates.

In terns of wages, the Mexican border region was al so rel -
atively better of f than the nation as a whole. For exanpl e,
from 1990 to 1994, the proportion of workers earning |ess
than the mni numwage in the border nunicipaities was |ess
than 6% conpared to 8.5%for Mexico as a whole. During the
1994 1998 period, the situation in the border region i nproved
sonewhat as the proportion of the workers earning | ess than
the mninum wage dropped to |less than 4.4% However, &
the national level, the situation got worse, increasing from
8.5%to approximately 11.2%

A the nacro level, gross regional product (G¥) in the
Mexi can border region grew only slightly faster than gross
donestic product (@P), despite significantly higher
enpl oynment growth. I'n 1993 1995 and 1996 1998, GRPgrowt h
in the border region was al nost two percent age point s hi gher
than in the nation as a whole (0.8% versus -0.8% and 7.4%
versus 5.9% respectively). Additionally, per capita GRPinthe
border region grew faster than per capita GDP in the country
as a whole. (onsequently, the per capita GDP gap between
the border region and the country as a whole is wdening. In
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2000, the @P per capita in Mexico as a whol e was $14, 200
pesos versus GRP per capita of $19,600 pesos in the border
regi on.

ne of the nost inportant drivers of enploynent and eco-
nomc growh in the border regionis the maquil adora industry.
Since the inplenentation of NAFTA the annual rate of
enpl oynent growth in this industry in the border region rose
to approxi mately 12.1%from 1994 to 1998 from appr oxi mat e-
ly 5.9%in the five years before. A the sane tine, investnent
rose from USP0.895 billion in 1994 to WS$2.778 billion in
1999 (Salas 2001). The principal reason for the rapid growh
of the nunber and size of nmaquiladoras was not the provi -
sions of NAFTA but the inpact of the 1994 deval uation of the
peso (Quben and Kiser 2001). ' From Decenber of 1994 to
July of 1995, the peso lost over half of its value in dolar
terns. This, of course, dranatically reduced the dollar cost of
[ abor to the naquil adoras and ki cked of f a spurt of growh that
lasted into 2000. This gromth was also enhanced by the
boomng U 'S econony and the perception that NAFTA |ow-
ered the political risks of investnent in Mxico.

Al though enpl oyrent in the naquil adora sector has grown
rapidy, 66.3% of the economcally active population in the
border regionis enployed in the tertiary (services) sector, fd -
lowed by 27.6% enployment in the secondary or
industrial/manufacturing sector. Enploynent in the prinary or
agricultural sector is mninal at 4.6% Inportat dfferences
exi st anong the border nunicipaities. In Bja Glifornia, the
proportion of enploynent in both agriculture and industry is
two tines higher than in Goahuila; the proportion enpl oyed in
services in Chihuahua i s higher than in Tamaul i pas and Sono-
ra The proportion of enploynent in industry in Nuevo Le nis
hi gher than the level found for the border region as a whol e.

A singul ar feature of the Mexi can border econony is border
transactions. ' Border transactions include incone fromfor -
eigners purchases of goods and services in the Mexican bor -
der region and these have tended to exceed Mexican pur -
chases (outlays) in the Lhited States. In recent years, this
surplus in favor of Mexico has grown significantly. Util 1993,
border transaction i ncone had i ncreased at a rate only slight -
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Iy lower than outlays, yet between 1994 and 1999, the rate of
income growth was 2.8%while the rate of growh of outlays
was only 0.5% *® Consequent |y, the credit bal ance (surpl us) of
US$2. 7 billion achieved in 1999 (the dif ference between an
incone of US$7.2 billion and an outlay of USH4.5 billion) rep-
resented an average annual increase of 20% over the favor -
abl e bal ance of US$606 million for Mexico achi eved in 1993
(Banco de MZico 2000). Thus, the favorabl e bal ance of bor -
der transactions inproved for the Mexican border econony in
the NAFTA era

The varying rates in the increase of incone and outlay are
reflected in what is called the retention coef ficient of border
transactions receipts *® Between 1986 and 1988, the yearly
average of this coefficient was 27% dropping to 5% during
the 1989 1993 period. However, between 1994 and 1999, it
rose dranatically to a yearly average of 41% The increase in
the proportion of dollars ret ai ned apparently resulted fromthe
changed peso-dollar relationship after the Decenber 1994
crisis as well as NAFTA provisions allowng US goods to be
sold in US-style shopping nalls throughout Mexico s north-
ern st ates, thereby reducing Mexican retail spending in US
border comunities. * In addition, since NAFTA was enact ed,
Mexi can custons inspectors began enforcing linmts on the
value of retail purchases that Mexicans could bring into the
country wthout paying duty. Free trade has not neant free
trade for consuners in border comunities.

A SH FT-SHARE ANALYSI S OF EMPLOYMENT
CHANGE: 1985 1997

To provide a nore det ailed view of the nature of enpl oynent
change in the border region over this period, a conprehen-
sive shif t-share anal ysis was conducted for all 25 of the US
border counties, as well as the six Mxican border st ates.
Sift-share is used to separate enpl oynent change over a
given period in a regional econony into three conponent s
1. National component: the anount of enpl oynent
change that would have occurred in the region if
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Table 6. US Border Enpl oynent by Industry:
Sift-Share Anal ysis, 1985 1989

Growth Rate

EMP85 | EMP89 | CHANGE| NAT | MIX | COMP (Yr.)
Total 2,180,980 2,564,836 383,856|224,718| 5,000 154,137 4.14
Farming 44,801 42,444 -2,357| 4,616 -8,106 1,133 -1.34
Agriculture, Forestry, and 36,104 51,739 15,635| 3,720| 3,236 8,679 9.41
Fishing
Mining 13,884 11,378 -2,506| 1,431 -4,822 885 -4.85
Construction 124,058 | 142,737 18,679 12,782 3,090| 2,807 3.57
Manufacturing 231,687 | 249,500 17,813 23,872|-21,311| 15,252 1.87
Transportation and Public 78,110 87,658 9,548 | 8,048| -1,824 3,324 2.93
Utilities
Wholesale Trade 76,567 94,707 18,140| 7,889| -,787| 11,037 5.46
Retail Trade 357,691| 435,874 78,183 | 36,855| 6,033| 35,295 5.07
Finance, Insurance, and 180,348 | 203,846 23,498| 18,582 2,882 2,034 3.11
Real Estate
Services 523,973| 672,634 148,661 | 53,988| 47,634| 47,039 6.44
Federal Civilian 79,424 83,132 3,708| 8,183| -4,805 330 1.15
Government
Federal Military 187,402 195,947 8,545| 19,309 -14,941 4,177 1.12
Government
State Government 55,753 62,152 6,399| 5,745 -371 1,025 2.75
Local and County 191,178| 231,088 39,910| 19,698 -906| 21,117 4.85
Government

Sources: Galculations for the US Shift-Share Anal yses (Tables 6 11) were
nmade by the Depat anento de Estudi os BEcon micos at H olegio de la Fron-
tera Norte (OQOLEF) with datataken from U S Departnent of Commerce

enpl oynent in each regional industry grew at the sane
rate as tot al enpl oynent in the national econony.

2. Industry mx conponent: the anmount of enpl oynent
change in the region due to a concentration of indus-
tries that grewat a dif ferent rate at the nationa |evel
than tot al national enpl oynent.

3. (onpetitive conponent: the amount of enpl oynent
change in the region that is attribut able to the regi onal
industry growng at a different rate than the sane
industry at the national |evel.

US Results: Border Industry Level

For the Lhited States, three dif ferent periods were exam ned:
1985 1989, 1989 1994, and 1994 1997. Tables 6 8 report
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Table 7. U S Border Enpl oynent by Industry:
Sift-Share Anal ysis, 1989 1994

Growth
EMP89 | EMP94 |CHANGE | NAT MIX | COMP | Rate (Yr.)

Total 2,564,836 | 2,794,495 | 229,659 |211,149 |-20,272 | 38,782 1.73
Farming 42,444 42,696 252 3,494| -6,310| 3,067 0.12
Agriculture, Forestry, and 51,739 61,441 9,702 4,259| 12,592 | -7,149 3.50
Fishing
Mining 11,378 11,886 508 937| -2,292| 1,864 0.88
Construction 142,737 | 137,634 -5,103 | 11,751 | -4,765 |-12,088 -0.73
Manufacturing 249,500 | 246,570 -2,930 | 20,540 |-30,168 | 6,698 -0.24
Transportation and Public 87,658 | 108,100 20,442 7,216 2,632 10,593 4.28
Utilities
Wholesale Trade 94,707 | 103,267 8,560 7,797| -4,291| 5,054 1.75
Retail Trade 435874 | 484,432 48,558 | 35,883| 11,973 702 2.13

Finance, Insurance, and Real 203,846 | 188,608 | -15,178 | 16,7821-19,840|-12,120 -1.54
Estate

Services 672,634 | 825,725| 153,091 | 55,374| 80,788 | 16,929 4.19
Federal Civilian 83,132 81,222 -1,910 6,844 |-11,734| 2,980 -0.46
Government
Federal Military 195,947 | 152,640 | -43,307 | 16,131|-56,297| -3,141 -4.87
Government
State Government 62,152 77,467 15,315 5117 1,742| 8,456 4.50
Local and County 231,088 | 272,747 41,659 | 19,024| 5,698| 16,936 3.37
Government

theresuts of the analysis for the entire 25-county U S bor der
region. There is clear evidence that the dynamcs of border
enpl oynent have varied over these three periods. The earli -
est period, 1985 1989, wtnessed very rapid expansion of
US border enploynent, with the creation of 383,856 jobs,
which anounts to an annual growth rate of 4.1% (see Table
6). During the period i medi ately preceding the inpl enent a-
tion of NAFTA (1989 1994), growh was nore noderate,
dropping to an annual expansion rate of 1.7%(see Table 7).
Ater the inpl enent ati on of NAFTA (1994 1997), enpl oynent
growth increased slightly to an annual rate of 2% (see Table
8.

In each of the three periods, enpl oynent growth in the bor -
der region exceeded the rate of growh of national enploy-
ment. However, the forces behind the nore rapid gronth in
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Table 8. US Border Enpl oynent by Industry:
Sift-Share Anal ysis, 1994 1997

Growth
EMP94 | EMP97 | CHANGE | NAT MIX COMP | Rate (Yr.)

Total 2,794,495 | 2,967,287 172,792 | 133,282 | -5,860 | 45,370 2.02
Farming 42,696 41,772 -924 2,036 | -2,466 -495 -0.73
Agriculture, Forestry, 61,441 67,723 6,282 2,930 2,145 1,207 3.30
and Fishing

Mining 11,886 12,879 993 567 -1,721 2,147 2.71
Construction 137,634 | 154,349 16,715 6,564 6,320 3,831 3.89
Manufacturing 246,570 | 250,403 3,833 11,760 | -9,325 1,398 0.52
Transportation and 108,100 121,799 13,699 5,156 2,028 6,515 4.06
Public Utilities

Wholesale Trade 103,267 107,008 3,741 4,925 -1,594 410 1.19
Retail Trade 484,432 508,558 24,126 23,105 -508 1,529 1.63
Finance, Insurance, 188,668 203,902 15,234 8,998 2,737 3,499 2.62
and Real Estate

Services 825,725| 905,357 79,632 39,382 | 24,321 | 15,929 3.12
Federal Civilian 81,222 80,619 -603 3,874 | -8,295 3,818 -0.25
Government

Federal Military 152,640 143,270 -9,370 7,280 |-11,995 | -4,656 -2.09
Government

State Government 77,467 83,424 5,957 3,695 | -3,254 5,517 2.50
Local and County 272,747 | 286,224 13,477 13,009 | -4,253 4,722 1.62
Government

the border region do not seemto be const ant over tine. This
can be seen by examining the changing roles of the industry
mx ef fect (MX) and the conpetitive ef fect (CQOMP) in Tabl es
68 The mx ef fect is positive inthe first period (1985 1989),
but turns negative for the border econony in the second two
peri ods surroundi ng NAFTA i npl errent etion. This inplies that,
since 1989, the US border region has becone increasingly
specialized in industries that have displayed bel ow average
growth rates in the national econony. Key exanples of this
are manuf acturing and whol esal e trade.

A the sane tine, the conpetitive ef fect is positive in each
of the three periods for the conbined industries in the US
border region. This nmeans the growth of the conpetitive
industries (those growng faster in the region than in the
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nation) nore than conpensates for any poorly perforning
industries in the regionin al three periods. It is inport ant to
note in this regard that the nanufacturing sector lost jobs in
each of the periods in the national econony (i.e., negative
mx ef fect). However, in the border region, the nanufacturing
sector actually added jobs in the first and third periods. Viile
the region did | ose nmanufacturing jobs in the second period,
the rate of decline was slower than that realized in the nation-
al econony, as reflected in the positive conpetitive share.

In terns of the ng or engines of enploynent growh in the

Table 9. US Border Gounty Enpl oynent:
Sift-Share Anal ysis, 1985 1989

Growth Rate

EMP85 EMP89 CHANGE NAT MIX COMP (Yr.)
Border Total 2,180,982 2,564,835 383,853 224,718 | 5,000 | 154,137 4.14
San Diego 1,172,684 1,417,145 244,461 120,828 | 4,398 | 119,235 4.85
Imperial 41,330 52,906 11,576 4,258 -225 7,542 6.37
Yuma 41,367 51,042 9,675 4,262 -278 5,691 5.39
Pima 294,415 324,717 30,302 30,335 | 3,759 -3,792 2.48
Santa Cruz 10,056 13,551 3,495 1,036 63 2,396 7.74
Cochise 37,280 40,642 3,362 3,841 -636 157 2.18
Hildalgo 2,606 3,007 401 269 -63 195 3.64
Luna 5,380 6,267 887 554 7 325 3.89
Doifia Ana 48,904 57,847 8,943 5,039 63 3,841 4.29
El Paso 234,215 266,313 32,098 24,132 | -1,077 9,043 3.26
Hudspeth 1,187 1,142 -45 122 -65 -101 -0.96
Culberson 1,851 1,765 -86 191 32 -309 -1.18
Jeff Davis 834 955 121 86 -23 59 3.44
Presidio 1,946 1,991 45 201 -41 -114 0.57
Brewster 4,023 3,971 -52 415 6 -472 -0.32
Terrel 789 827 38 81 -29 -13 1.18
Val Verde 15,111 15,527 416 1,557 -206 -935 0.68
Kinney 1,022 1,039 17 105 -31 -57 0.41
Maverick 8,412 9,663 1,251 867 -74 458 3.53
Dimmitt 3,830 3,352 -478 395 -218 -655 -3.28
Webb 42,552 50,754 8,202 4,384 -250 4,067 4.51
Zapata 2,452 2,540 88 253 -170 6 0.89
Starr 8,500 10,292 1,792 876 -276 1,192 4.90
Hildalgo 114,327 133,039 18,712 11,780 -382 7,314 3.86
Cameron 85,909 94,541 8,632 8,852 715 -935 2.42

37



U S. Mexican Border Communities in the NAFTA Era

Table 10. U S Border County Enpl oynent:
Sift-Share Anal ysis, 1989 1994

Growth Rate

EMP89 EMP94 CHANGE NAT MIX COMP (Yr.)
Border Total 2,564,835 2,794,494 229,659 211,149 | -20,272 | 38,782 1.73
San Diego 1,417,145 1,449,526 32,381 116,666 | -24,274 | -60,011 0.45
Imperial 52,906 58,786 5,880 4,355 2,360 -835 2.13
Yuma 51,042 59,760 8,718 4,202 206 4,310 3.20
Pima 324,717 378,398 53,681 26,732 4,662 | 22,287 3.11
Santa Cruz 13,551 14,367 816 1,116 62 -361 1.18
Cochise 40,642 44,468 3,826 3,346 -1,772 2,252 1.82
Hildalgo 3,007 3,158 151 248 -39 -57 0.98
Luna 6,267 8,199 1,932 516 162 1,254 5.52
Dofa Ana 57,847 67,126 9,279 4,762 373 4,144 3.02
El Paso 266,313 299,508 33,195 21,924 -4,844 | 16,115 2.38
Hudspeth 1,142 1,241 99 94 -8 12 1.68
Culberson 1,765 1,366 -399 145 11 -555 -5.00
Jeff Davis 955 1,052 97 79 -2 21 1.95
Presidio 1,991 2,121 130 164 7 -41 1.27
Brewster 3,971 4,401 430 327 53 50 2.08
Terrel 827 675 -152 68 -24 -196 -3.98
Val Verde 15,527 17,236 1,709 1,278 -636 1,067 2.11
Kinney 1,039 1,023 -16 86 -17 -85 -0.31
Maverick 9,663 12,120 2,457 796 34 1,627 4.64
Dimmitt 3,352 3,480 128 276 -27 -121 0.75
Webb 50,754 68,685 17,931 4,178 640 | 13,112 6.24
Zapata 2,540 3,461 921 209 -46 758 6.38
Starr 10,292 13,570 3,278 847 27 2,403 5.69
Hildalgo 133,039 162,905 29,866 10,952 1,190 | 17,723 4.13
Cameron 94,541 117,862 23,321 7,783 1,630 13,908 4.51

border, both services and ret ail trade have accounted for the
largest (first and second, respectively) sources of job growh
in each of the three periods. Mreover, this share has
i ncreased since NAFTAs inplenentation, as these tw sec-
tors conbi ned were responsi bl e for over hal f of the newy cre-
ated jobs in the region. The positive ef fect s for these two sec-
tors suggest s that their contribution to the border econony is
not sinply a reflection of devel opnent s in the national econ-
onmy, because these two sectors have outperforned their
national counterpat s

Focusing on the two periods inmmediately surrounding
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Table 11. U S Border Gounty Enpl oynent:
Sift-Share Anal ysis, 1994 1997

Growth Rate

EMP94 EMP97 CHANGE NAT MIX | COMP (Yr.)
Border Total 2,794,494 | 2,967,585 173,091 133,282 | -5,860 | 45,370 2.02
San Diego 1,449,526 1,543,307 93,781 69,134 | -3,290 | 27,937 2.11
Imperial 58,786 61,598 2,812 2,804 -25 33 1.57
Yuma 59,760 64,713 4,953 2,850 -167 2,269 2.69
Pima 378,398 401,611 23,213 18,047 | 1,133 | 4,033 2.00
Santa Cruz 14,367 15,167 800 685 -28 143 1.82
Cochise 44,468 47,008 2,540 2,121 -714 1,133 1.87
Hildalgo 3,158 3,097 -61 151 -21 -191 -0.65
Luna 8,199 8,802 603 391 -21 233 2.39
Dofia Ana 67,126 68,690 1,564 3,202 -341 -1,297 0.77
El Paso 299,508 307,899 8,391 14,285 | -1,620 | -4,273 0.93
Hudspeth 1,241 1,323 82 59 -19 42 2.16
Culberson 1,366 1,517 151 65 -12 97 3.56
Jeff Davis 1,052 1,232 180 50 -8 137 5.41
Presidio 2,121 2,262 141 101 -24 64 2.17
Brewster 4,401 5,028 627 210 -34 454 4.54
Terrel 675 674 -1 32 -12 221 -0.05
Val Verde 17,236 18,065 829 822 -216 223 1.58
Kinney 1,023 1,114 91 49 -17 59 2.88
Maverick 12,120 13,144 1,024 578 -71 217 2.74
Dimmitt 3,480 3,648 168 166 -58 60 1.58
Webb 68,685 74,861 6,176 3,276 -162 3,062 291
Zapata 3,461 3,722 261 165 -72 168 2.45
Starr 13,570 15,352 1,782 647 -53 1,188 4.20
Hildalgo 162,905 179,599 16,694 7,770 -91 9,016 3.31
Cameron 117,862 124,152 6,290 5,621 83 585 1.75

NAFTA there are several interesting findings. In the
1989 1994 period, there were four regional industries dis-
playing negative conpetitive effects: agricuture, forestry,
fishing; construction; finance, insurance, and real est ate; and
federa nilit ary governnent. Yet, al of these sectors, wth the
exception of federal mlitary governnent, displayed positive
conpetitive ef fect s during the 1994 1997 period. By way of
contrast, Farning displayed positive conpetitive ef fect s prior
to NAFTA but the ef fect turned negative in the nore recent
peri od.
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US Results: Border Gounty Level

Tables 9 11 report the three conponents of enployment
change for the 25 US counties over the three periods. These
tables illustrate that the aggregate patterns for the entire US
border region, reported previously, actually nask a great deal
of variationinthe gronth dynanics of the individual counties.
For exanple, during the 1985 1989 period, enploynent in
the border region grewat a 4.1%annual growh rate. Enpl oy-
nent in Santa Gruz County, Arizona, expanded at an annual
rate of 7.7% while at the other end of the spectrum enploy-
nent in Dmit County, Texas, declined by 3.3% annually.
Snmilar findings hold for the last two periods as well, sug-
gesting that border enploynent growh has not been a uni -
formprocess for the individual counties.

Focusing on the pre and post NAFTA conparison, Tables
10 and 11 reveal nore evidence of different experiences
anong the border counties. Specificdly, there are seven
counties that had negative conpetitive conponents in the
pre NAFTA era, yet in the period followng the inplenent a-
tion of NAFTA (1994 1997), these same counties had positive

Tabl e 12. Mexi can Border Enpl oynent by Industry:
Sift-Share Anal ysis, 1985 1989

Growth Rate

EMP85 | EMP89 | CHANGE | NAT MIX COMP (Yr.)
Total 585,452 | 724,101 138,649 14,472 6,968 | 127,828 5.46
Food and Drinks 95,022 99,887 4,865 2,349 2,658 83,415 1.26
Textiles 50,314 | 75,366 25,052 1,244 | 3,315 | 10,318 10.63
Wood Products 28,474 32,880 4,406 704 2,206 -2,464 3.66
Paper 20,865 | 25,936 5,071 516 1,573 -3,188 5.59
Chemistry and Oil 57,014 58,406 1,392 1,409 | -12,305 -2,656 0.60
Minerals (nonbasic) 39,363 47,160 7,797 973 3,236 -801 4.62
Basic Metals 47,932 41,167 -6,765 1,185 | -8,616 12,987 -3.73
Metallic Products 240,975 | 333,398 92,423 5,957 | 13,398 | 28,073 8.45
Other 5,493 9,901 4,408 136 1,502 2,145 15.87

Source: Galculations for the Mexican Shift-Share Anal yses (Tables 12 17)
were nade by the Depat anento de Estudios BEcon micos at H (olegio de |a
Frontera Norte (COLEF) with datataken from the followng publications:
INEQ (1991), (1992), (1994); Banco de Infornacion Sectorial (2001).
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Tabl e 13. Mexi can Border Enpl oynent by Industry:
Sift-Share Anal ysis, 1989 1994

Growth Rate

EMP89 | EMP94 | CHANGE | NAT MIX COMP (Yr.)
Total 724,101 | 971,946 | 247,845 |-1,233 | 49,525 | 199,553 5.03
Food and Drinks 99,887 | 133,466 33,579 -170 | -82,401 | 116,151 4.95
Textiles 75,366 | 98,735 23,369 -128 | 22,199 1,299 4.60
Wood Products 32,880 | 44,688 11,808 -56 7,989 3,875 5.25
Paper 25,936 38,914 12,978 -44 | 10,310 2,712 7.00
Chemistry and Oil 58,406 81,639 23,233 -99 4,247 19,086 5.74
Minerals (nonbasic) 47,160 58,167 11,007 -80 | 10,381 706 3.56
Basic Metals 41,167 25,241 -15,926 -70 | -16,894 1,038 -7.83
Metallic Products 333,398 | 478,714 145,316 -568 | 89,599 56,285 6.21
Other 9,901 12,382 2,481 -17 4,097 -1,599 3.80

Tabl e 14. Mexi can Border Enpl oynent by I ndustry:
Sift-Share Anal ysis, 1994 1997

Growth Rate

EMP94 | EMP97 CHANGE | NAT MIX COMP (Yr.)
Total 971,946 | 1,440,262 468,316 | 418,901 | 537,145 | -487,730 21.73
Food and Drinks 144,766 | 185,869 41,103 | 62,393 | 54,125| -75,415 13.31
Textiles 255,592 325,250 69,658 | 110,158 | 173,031 | -213,531 12.81
Wood Products 125,521 197,765 72,244 | 54,099 | 117,974 | -99,829 25.52
Paper 85,381 119,601 34,220 36,799 | 112,875 | -115,454 18.36
Chemistry and Oil 221,593 344,116 122,523 95,505 | 15,311 11,707 24.62
Minerals (nonbasic) 139,093 267,661 128,568 59,948 | 63,829 4,791 38.72
Basic Metals 41,167 25,241 -15,926 =70 | -16,894 1,038 -21.70
Metallic Products 333,398 | 478,714 145,316 -568 | 89,599 | 56,285 19.83
Other 9,901 12,382 2,481 -17 4,097 -1,599 11.83

conpetitive conponents Two counties saw their conpetitive
nature reverse frompositive to negative during this period.
The ngjority (14) of the counties naint ai ned positive conpet -
itive conponent s in both periods, while two counties, Hdal go
in New Mexi co and Terrd in Texas, displayed negative com
petitive ef fect s both before and af ter 1994.

The nunber of counties displaying conpetitive growth ten-
dencies increased from 16 in the pre NAFTA period to 21
dter the agreenent s inplenentaion This is particdarly
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noteworthy as the nunber of counties having a negative
industry mix effect also increased from 11 before NAFTA
(1989 1994) to all but Caneron County, Texas, and Pima
County, Arizona, in the nost recent period (1994 1997).
Taken together these indicate that the border counties are, on
average, becoming nmore specialized in industries that are
growng relatively slony or declining at the national |evel.
The positive enpl oynent growh of these industries in the
border context is clearly distinct fromthe experience of the
larger US econony.

Mexi can Results: Border Industry Level

Dat a availability prohibits a detaled shift-share analysis of
the regional economes on the Mexican side of the border. As
aresult, the focus is limted to nanufacturing enpl oynent at
the st ate levd. Thus, the three periods anal yzed on the Mex-
ican side of the border are 1985 1989, 1989 1994, and
1994 1997.

Tables 12 14 summarize the results of the shift-share
anal ysis for manufacturing enpl oynent for the Mexican bor -
der econony as a single region for these three periods. As
was the case for the Lhited States, enpl oynent growth in the
Mexi can border econony was greater in the 1985 1989 peri -
od conpared to the 1989 1994 period (5.46% versus 5.03%.
However, the rate of increase in the third period is nuch
greater in Mexico than was the case for the Lhited States, as
the fornmer grew at an annual rate of 21% conpared to just
over 2%north of the border.

Econonic growth rates on the Mxican side of the border
have al so exceeded those of the econonmies on the US side
of the border. Mreover, the level of nanufacturing enpl oy-
ment growth by 247,845 new jobs in the Mexican border
econony exceeded the level of total enployment growth by
229,659 new jobs in the US border econony during the
1989 1994 period. Between 1994 and 1997, this dif feretia
is even nore striking as the Mexican nmanufacturing border
econony added nore than 468,000 jobs in just tw years (see
Table 14). This grow h has al so been sonewhat concentr at ed,
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as over half of the Mxican nanufacturing enploynent
i ncrease was associated wth the netalic product s sector in
the 1989 1994 period. This sector al so was responsible for
over two-thirds of the manufacturing enpl oynent growh dur -

Tabl e 15. Mexi can Border Manufacturing Enpl oynent by
States: Shift-Share Anal ysis, 1985 1989

Growth Rate

EMP85 | EMP89 | CHANGE NAT MIX COMP (Yr.)
Border Total 585,452 | 724,101 138,649 14,472 | 6,968 117,209 5.46
Tamaulipas 67,813 98,115 30,302 1,676 -940 29,565 9.67
Nuevo Leén 196,815 | 205,221 8,406 4,865 | -1,056 4,597 1.05
Coahuila 89,785 108,828 19,043 2,219 | -1,691 18,515 4.93
Sonora 51,460 65,249 13,789 1,272 | 1,531 10,986 6.11
Chihuahua 122,822 | 168,029 45,207 3,036 | 6,439 35,731 8.15
Baja California 56,757 78,659 21,902 1,403 | 2,685 17,814 8.50

Tabl e 16. Mexi can Border Manufacturing Enpl oynent by
States: Shift-Share Anal ysis, 1989 1994

Growth Rate

EMP89 | EMPY94 | CHANGE | NAT MIX COMP (Yr.)
Border Total 724,101 | 971,946 247,845 -1,233 | 49,525 | 199,553 5.03
Tamaulipas 98,115 | 144,766 46,651 -167 5,844 40,974 6.70
Nuevo Ledn 205,221 | 255,592 50,371 -349 | 11,474 39,246 3.73
Coahuila 108,828 | 125,521 16,693 -185 | -2,572 19,450 2.41
Sonora 65,249 85,381 20,132 -111 | -3,226 23,469 4.58
Chihuahua 168,029 | 221,593 53,564 -286 | 30,832 23,018 4.72
Baja California 78,659 | 139,093 60,434 -134 7,173 53,395 9.97

Tabl e 17. Mexi can Border Manufacturing Enmpl oynent by
States: Shift-Share Anal ysis, 1994 1997

Growth Rate

EMP94 | EMP97 | CHANGE NAT MIX COMP (Yr.)
Border Total 971,946 | 1,440,262 468,316 | 418,901 | 537,145 | -487,730 21.73
Tamaulipas 144,766 185,869 41,103 62,393 54,125 -75,415 13.31
Nuevo Leén 255,592 325,250 69,658 110,158 | 173,031 | -213,531 12.81
Coahuila 125,521 197,765 72,244 54,099 | 117,974 | -99,829 25.52
Sonora 85,381 119,601 34,220 36,799 | 112,875 | -115,454 18.36
Chihuahua 221,593 344,116 122,523 95,505 15,311 11,707 24.62
Baja California 139,093 267,661 128,568 59,948 | 63,829 4,791 38.72
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ing the 1985 1989 period and just under a third of the gronth
inthe latest period.

The robust growh of manufacturing enploynent in the
Mexi can border states is also reflected in the conpetitive
conponent s displayed in Tables 12 14. In both of the first two
periods, the conpetitive ef fect or enpl oynent change due to
the regional industry groning at a dif ferent rate than the
national industry is the l|eading conponent of enploynent
change for the aggregate manufacturing sector in Mexico s
bor der econony. This is very clear evidence that the dynanic
characteristics of the border econony in Mxico were funda-
ment ally distinct fromthose of the national econony. Howev-
@, inthe last period, the border manufacturing econony had
a negative conpetitive conponent. This indicates that the
grow h in manufacturing on the border, while subst antial, was
actually occurring at a less rapid pace than was the case in
the rest of Mxico.

The strong conpetitive conponent of enploynent growh in
the Mexi can border econony in the first two periods suggest s
that the nature of the relationship between the border econo-
ny and the wder national econony nmay be very dif ferent
across the two sides of the border. Inthe US case, it was the
national, not the conpetitive, conponent that was the |argest
el enent of nanufacturing enpl oynent growh for the border
econones (see Tables 6 and 7). In contrast, the national
conponent becane the |argest source of enpl oynent grow h
in the Mexican border in the 1994 1997 period. This may
reflect the inpact of NAFTA for Mexico as a whol e. However,
the extent to which these shifts are due to NAFTA o reflect
other factors remains an area for future research.

Mexi can Result s: Border State Level

Tables 15 17 provide insight into the regional dinension of
border enpl oyment dynamics in Mexico. During the three
peri ods, nanufacturing enpl oynent growh was positive in all
six Mexi can border st ates. This stands in contrast to what was
found on the US side of the border during the sane tine
periods, where sone counties lost jobs in one or nore of the
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periods. Wile the Mxican border econony added sone
247,845 nmanufacturing jobs from 1989 to 1994 (see Table
16), the US border region experienced a | oss of 2,930 nan-
ufacturing jobs (see Table 7).

A the same tine, all six Mexican st ates had positive com
petitive enploynent shares in both of the earlier periods,
al t hough only Chi huaha and Baja Cali forni a had positive com
petitive conponent s in the 1994 1997 period. Thisisasodif -
ferent fromthe US border experience, where there was a
larger mx of counties with positive and negative conponent s
With one exception Chihuahua in the second period
(1989 1994) the conpetitive ef fect is the largest source of
enpl oynent growth for each region in the first two periods. In
the case of Chihuahua, its industrial mx ef fect was larger
than the conpetitive ef fed. This was due to its heavy spe-
cialization in net allic product s, which accounts for over half
dits manufacturing enploynent. In the final period, however,
the conpetitive conponent was the snal | est source of growth
inall six of the Mxican border st ates and is negative in four
of these. Again, this reflects the relatively stronger perform
ance of the larger Mexican nanufacturing econony.

Athough the border nanufacturing industries in MxXico
grew at a slower rate than their national counterpats in the
1994 1997 period, it is inportant to conpare this growh
agai nst that displayed by the US border nanufacturing sec-
ta. The latter grew at an annual rate of just over 0.5% com
pared to an annual rate of over 20%on the Mexican side of
the border. Gearly, the experiences of both sides of the bor -
der have been radical ly dif ferent since the inplenent ation of
NAFTA
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My or H ndings of the Surveys:
Perceptions of Local Stakehol d-

The type of dat a presented in the previous section can pro-
vide val uabl e insight into how the denographic and econom
ic structures have changed conpared to their respective
national economes during the NAFTA era. Neverthel ess, the
case can be nmade that such dat a provide only one di nensi on
of the changes that have occurred and that other analytical
techni ques are needed, including econonetric analysis
and/or direct surveys. The NOBE REF research team deci ded
to conduct a survey of local experts and community |eaders
(locd st akehol ders) in each | arge conmunity on both sides of
the border to ascertain their sense of how their ow commu-
nity has changed since the inplenentation of NAFTA Addi -
tiodly, it was hoped that the survey would provide prelin -
nary infornation on the factors that were instrumnentd in
bri ngi ng about those changes. Fnally, the survey was used to
identify the types of analytical tools these communities cur -
rently have and those they would like to have in order to non-
itor various aspect s of their |ocal economc devel opnent situ-
aion

This section report s on the two surveys carried out one in
the Lhited States and one in Mxico during the summer of
1999. In each case, the sanple of respondents surveyed is
described and then their responses to various questions
regarding the I ocal econony, infrastructure, or environnent is
reported. Each of the figures (1 36) illustrates responses to
key questions that are discussed in the text. It should be
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noted that the respondent s were specifically asked to answer
the questions based on their own perceptions. |If respondent s
did not have clear perceptions, they had the option of select -
ing no opinion, unsure, not sure, or a sinlar response.

SURVEY OF U S. BORDER COMMUNI TI ES: MaiN
F1 NDI NGS

Survey Characteristics

A group of local experts and comunity | eaders fromthe ei ght
largest US. border communities were sel ected based on their
datus as individuals inforned about at |east one aspect of
their local conmunity, such as the econony, the environnent,
infrastructure, and quality of life. They were sel ected fromsix
categories as indicated below. G the 147 individual s who
conpl eted the questionnaires, the respondent s were distrib-
uted as fol l ows:

Nati onal governnent agency represent atives 7

* Quasi - gover nnent organi zations include groups such as |ocal chanbers of
comerce and econoni ¢ devel opnent cor porations.

4. 8%

Stat e governnent agency represent atives 11
7.5%

Local government agency represent atives 33
22. 4%

Quasi - gover nment organi zati on represent atives* 24

16. 3%

News papers and academ c prof essi onal s 35
23.8%

Nongover niment al organi zation represent atives 37

25. 2%

Td al respondent s 147 100. 0%

With respect to geographical represent ation, every ef fat
was nmade to obtain 10 to 15 conpleted questionnaires in
each of the snall US border communities and 30 to 40 in the
two largest counties, San Dego and H Paso. As can be seen
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bel ow, however, the fina distribution of respondent s did not
always conformto the original design.

San D ego 36 24. 5%
| nperi a 12 8.2%
Yuma 19 12. 9%
Nogal es 9

6. 1%

B Paso 33

22. 4%

Eagl e Pass 3 2. 0%
MAl | en 10 6. 8%
Brownsvil l e 7 4. 8%
Lar edo 18 12. 2%
Ta al respondent s 147 100. 0%

In terns of famliarity wth the issues probed in the ques-
tionnaire, 45%of the respondent s had worked in their present
positions for less than five years, while 65% had worked in
the sane organi zation for five years or |onger.

Survey Responses

In the followng sections, the responses regarding the nain
topics included in the questionnaire are summari zed. These
i ncl ude NAFTA and non NAFTA i nduced inpacts on the | ocal
econony, local infrastructure, and the local environnent, as
well as tools for anal yzing and nonitoring | ocal denographi c,
econonic, and infrastructure conditions. In each case, an
overal | summary of the survey responses i s presented, group-
ing all localities and all types of respondent s, using both fig-
ures and explanatory text. \Wiiere there is significant agree-
nent anong all the localities and/or respondent s no further
text is provided. However, signficat df ferences are noted in
talics a the end of the appropriate section.

The Econony

The responses outlined in Hgure 1 clearly indicate that the
respondent s had generally positive inpressions of NAFTAS
i npact on their own county s econony. Addi ng the responses
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Figure 1. NAFTAs Inpact on County Econony
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of increased a great deal and increased, it is apparent that
at least 65%o0of the respondent s perceived that NAFTA had a
positive ef fect on the followng: US based firns noving into
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Hgure 2. Economic Stuation in Gounty
1994 to Present (1999)

Not sure
Remained Worsened 2%

3%

the same

7%
Improved a

great deal 31%

Improved

57%

Mexi co, whi ch coul d have positive and/or negative ef fect s on
the local econony; cross-border cooperation on econom c
devel opnent; firns noving into the county; retail sales; num
ber of jobs available; and the nunber of higher val ue-added
j abs.

Despite the general |y favorable inpact of NAFTA, however,
only 43%thought that the incone |evels of people enpl oyed
in the county had either increased or increased a great
deal during the NAFTA era (1994 1999) while 40% t hought
that there had been no ef fect and 3%felt that incone | evel s
had actual |y decreased.

In response to the question, Apart from NAFTA what one
nmai n factor has favorably inpacted the econony of this coun-
ty during the 1994 1999 period? there was a w de range of
open-ended responses. A large nunber noted the generally
strong national and/or regional econony, while others
referred to cert ain aspect s of |ocal devel opnent strategies in
response to globalization and the new econony, as well as
the boom ng maqui | adora industry and the gradual Iy recover -
i ng Mexi can econony.

Wien asked about their perceptions of howthe overall eco-
nomc situation had changed during the 1994 1999 peri od,
88% thought that it had either inproved a great deal or

inproved, while only 7%thought that it had renained the
sane and even fewer (3% said that it had worsened (see
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Figure 3. NAFTAs Inpact on Gounty Infrastructure
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Faure 2).

Infrastructure |ssues

Fgure 3 clearly shows that st akehol ders feel that NAFTA has
profoundly af fected the infrastructure of US border commu-
nties. Again, viewng the volune of responses indicating
increased a great deal and increased, it is clear that the
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Foue 4. Quality of Quunty Infrastructure
1994 to Present (1999)

Remained
the same
0,
Improved — 2‘4 o
46%
_ Worsened

Improved 18%
agreatdeal —

5%

_ Worsened

a great deal

2%
respondents felt quite strongly that NAFTA had increased
pressures on local infrastructure. Neverthel ess, when com
paring the overall quality of their county s infrastructure in
1994 with the quality in 1999, 46%of the respondent s fdt tha
it had inproved, 24%thought that it had renai ned the sane,
and only 20% thought it had worsened or worsened a great
deal (see FHgure 4).

In response to the open-ended question Apart fromNAFTA
what
one nain factor has favorably inpacted the infrastructure of
this county during the 1994 1999 period? nost respondent s
nentioned the strong national and/or regional econony,
vwhich led to increased infrastructure funding on nore favor -
abl e terns.

The question, Apart fromNAFTA what one nain factor has
unfavorably inpacted the infrastructure of this county during
the 1994 1999 period? evoked two nmain types of responses.
Sorre enphasi zed the expansion of demands on infrastruc-
ture due to increased popul ation and traf fic flows while others
enphasi zed the | ack of an adequate response by appropriate
agenci es because of inadequate funding, inadequate plan-
ning, or poor coordination.

Not sure

5%

Envi ronment al | ssues
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Figure 5. NAFTAs Inpact on County Environment
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Figure 5 clearly shows that the respondent s perceptions of
future prospect s for inproving the environment have changed
dranatical ly due to NAFTA FEvery question, except the open-
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Fgure 6. Quality of Gounty Environnent
1994 to Present (1999)

Remained the same

48% ‘
Improved
22%
Improved a
great deal - _ Worsened
1% ! 18%
Not sure Worsened
6% a great deal

5%

ended question asking for other inpacts, evoked a positive
response rate of over 60% Nevertheless, in stark contrast,
F gure 6 shows quite clearly that 66%perceived that the actu-
al quality of the environnent either remained the sane or
worsened during the 1994 1999 period, while only 23%felt
that it had inproved or inproved a great deal .

Interestingly, the percent of responses indicating overall
inprovenent in the environnent was significantly higher in
the snaller communities (29.5% than in either San O ego
(13.9% or H Paso (18.2%.

F gure 7, which summari zes responses to questions regard-
ingdfferent types of environnent al inpact s and enf or cenent
patterns, shows widely dif fering responses. For exanple, wth
respect to water quality and water availability on the US
side, nore than half of the respondent s felt that there was no
change, while a few felt that conditions had inproved and
others felt that they had worsened. Wth respect to loca air
quality and enforcenent standards on the US side, there
was consi derabl e di sagreenent as wel |l .

With respect to air quality, 38.9% of San O ego s respon-
dent s noted i nprovenent, while a significantly | ower percent -
age of the respondents in H Paso (18.2% and the snaller
comunities (14.1% acknow edged i nprovenent. Some
31.6%of the respondents in San D ego and 36.3%in H Paso
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Figure 7. Changes in Environnent Over Last Five Years
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80% —

29%

60% —

40%

20%

21%

0%

noted inprovenent of U S enforcenent standards, while in
the snaller communities only 12.8% saw such an inprove-
nent .

Analytical Tools: My or H ndings
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Figure 8. Denographic Mxdeling Systemfor Predicting
Popul ation Gowh: Inportance to O ganization (N-131)

Very
important
59% —
Somewhat
important
24%
| N
Not sure Norarall irr?;:r):ant
11% — ;r;)portant 5%
Organization Has
Access to System
(N=72)
Unsure
23%
Yes
75%
Yes
55%
_No
13%

No Unsure
22% “13%

Figures 8 18 show the respondent s perceptions in regard to
the type of analytical tools and nethods they currently use or
would like to have at their disposal for nonitoring and ana-
| yzi ng changi ng denographi c, economc, environnenta, and
quality-of-life conditions. Snce 16 of the respondent s did not
work for organizations that used or would |ike to use those
analytical tools, the sanple size was reduced from 147 to
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Figure 9. Econonmic Mdeling Systemfor Analyzing Regi onal
| mpact s: Inport ance to QO gani zation (N=131)
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Figure 10. Systemof Indicators for Mnitoring the Econony:

I nport ance to Organi zati on (N=131)
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FHgure 11. Systemof Indicators for Mnitoring the
I nport ance to O ganization (N-131)

Envi r onnent :
Somewhat
important
31% NO{ too
important
— 18%
V
. ey Not at all
important — .
30% important
8%
Not sure
13%

Organization Has
Access to System

Unsure (N=35)
Yes
-66%
Yes
27%
No
- 23%
No _ Unsure
11%

39%

58



Myj or FH ndings of the Surveys

FHgure 12. Systemof Forecasting Infrastructure Needs:
I nport ance to Organi zati on (N=131)
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FHogure 13. Systemof Indicators for Mnitoring Quality of
Life: Inport ance to O gani zati on (N=131)
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Figure 14. Wseful ness of Econom c Mdeling Applications
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Fi gure 15. Econom c Mddel i ng System Pref erence
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Fgure 16. Access to Regi onal

' In-house use by

trained personnel

32%

Econom ¢ Model s

60%
40%
50%
20% |
28%
2%
0% 0% [ Loy, ity |
None Other Not sure PCIO RIMS REMI Implan

62




Myj or FH ndings of the Surveys

FHgure 17. Access to Systemof Quality-of-Life Indicators
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Foure 18. Access to Systemfor Forecasting
Infrastructure Needs
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131. Furthernore, as wll be seen shortly, only a small num
ber of those 131 respondent s (as few as 19) actual |y worked
for organizations that currently have access to sone or all of
the tod s.

Respondent s overwhel mingly indicated that denographic
nodel ing systens to predict popul ation growth and systens
for forecasting infrastructure needs are very inport ant and

sonmewhat inportant. Sone 59% regard denographi c nod-
eling systens as very inport ant, while 24%believe they are

somewhat inportant (see Figure 8). Sone 56%regard sys-
tens for forecasting infrastructure needs as very inport at,
while 25%bel i eve they are sonewhat inportant (see Hgure
12). Qearly, these two tools are viewed as the nost inport ant
in all comunities. However, there is a geat dif ference
between these two systens with respect to access and avail -
aility. Hfty-five percent of the respondent s indicated that
their organizations have access to denographic nodeling
systens, while only 37%indicated that they have access to
systens for forecasting infrastructure needs; sone 75% and
80% wth access to these systens, respectively, actually use
them (see FHgures 8 and 12).

Systens of indicators for nonitoring the econony and eco-
nonmc nodeling systens for analyzing regional inpacts are
regarded as quite inport ant by the border st akehol ders who
were interviewed. However, few peopl e have access to them
and, in the case of the econom c nodel i ng systens, only 58%
w th access actually use them (see FHgures 9 and 10). Sys-
tens of indicators for nonitoring the quality of life and the
environnent are also inport ant to the respondent s. However,
the respondents reported very linmted access to such sys-
tens, with 23% having access to systens of indicators for
nonitoring quality of life and 27% havi ng access to systens
of indicators for nonitoring the environment (see FHgures 11
and 13). Not surprisingly, San D ego respondents reported
havi ng nore access to all of these tools than did respondent s
in the other border communities

Al types of econonic nodeling applications were regarded
as useful, although there were a few that were |ess useful
than others. These include applications for predicting ef fect s
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on resources and environment, and for conparing past prg -
ect promses wth realities (see Hgure 14).

With respect to preferences of the respondent s regarding
how communi ties would prefer to gain access to an econom
ic nodeling system there was no clear-cut consensus. Thir -
ty-eight percent indicated that they would prefer to use an
out side consult ant, 32%preferred to train in-house personnel
and 30%were not sure (see Figure 15).

The last section of this report wll return to these survey
findings and conment on their inplications for NOBH REF
and the types of tools that mght be nost wel coned by | ocal
border comunities.

SURVEY OF MEXI CAN BORDER COMMUNI TI ES:
MAI N FI NDI NGS

Survey Characteristics

The sane survey conducted in the U S border comunities
was al so conducted in the Mexican border commnities to
neasure perceptions by st akehol ders. It included a section on
NAFTAs inpact on econonic issues, the environnent, and
infrastructure; another section on the use of st atistica nodel s
for projection of economic and denographic variables; and a
third that inquired about the quality of life of border resident s
In order to provide a range of opinions, paticdpants were
recruited fromdifferent agencies and sectors. The respon-
dent s were distributed in the foll owng six categori es:

Nati onal governnent agency represent atives 15
10. 1%
Stat e governnent agency represent atives 17
11. 5%
Local government agency represent atives 20
13. 5%

Quasi - governnent organi zati on represent atives 39
26. 4%
News papers and academ c prof essi onal s 19
12. 8%
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Nongover nnment al organi zation represent atives 38
25. 7%
Ta al respondent s 148 100. 0%

With respect to geographical represent ation, the survey was
carried out in eight Mxican border cities. The desired nunber
of conpleted questionnaires for each community varied
according to the size and the economc structure of the com

Figure 19. NAFTAs Inpact on Mnicipdity s Econony
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munity. The general rule was 25 30 conpl et ed questi onnai res
for larger cities like Tijuana and 4 udad JuAEez, and 10 15 for
snal | communities |ike Nogal es and Piedras Negras.

Ti j uana 35 23. 6%

Mexi cal i 23 15. 5%

Nogal es 15 10. 1%
G udad JuAEez 27 18. 2%

Pi edras Negras 18 12. 2%
Vat anor os 20 13. 5%

Nuevo Laredo 8 5.4%

San Luis R o ol orado 2 1.4%
Td al respondent s 148 100. 0%

Fgure 20. Econonic Stuation in Mnicipdity
1994 to Present (1999)

Improved
68% —
Improved
a great
deal i
Remained
Not !
15% ° Worsened the same
sure
6% 10%

1%

In terns of the respondents famliarity wth the issues
probed in the questionnaire, 50%had worked in their present
position for five years or longer, while 50%had worked in the
sane organi zation for less than five years.

Survey Responses
Inthis section, the responses of the expert s surveyed in Mex-

ico are summarized. The findings are reported in the sane
format as were the results of the US survey.
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Figure 21. NAFTAs Inpact on Minicipdity s Infrastructure
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The Econony
In response to the question, How has NAFTA i npacted your

Fogure 22. Quality of Mnicipdity s Infrastructure
1994 to Present (1999)

Improved
T 62%
Improved a
great deal
15%
Remained
the same
Not sure — | - 12%
1% Worsened Worsened

a great deal 9%
1%

nuni ci pdity s econony? nost respondents indicated that
NAFTA has had a strong, positive inpact on their local econo-
my. The sumof the responses in the categories increased a
great deal and increased indicated that at |east 50%of the
expert group believed that NAFTA has had a positive inpact
on the nunber of available jobs, the nunber of firns noving
into the nunicipdity, cross-border cooperation on econonic
devel opnent, retail sales, and the nunber of higher val ue-
added jobs in the nmunicipdity. However, despite the strong
favorable inpact of NAFTA only 38% answered that the
i ncone | evel s of the peopl e enpl oyed in their nunicipaity had

increased a great deal (2% or increased (36%, while 51%
thought that there had been no effect and 7% felt that
incone levels had actually decreased (see Hgure 19).

There was a w de range of responses to the open-ended
qguestion, Apart from NAFTA what one nain factor has favor -
ably inpacted the econony of this nmunicipaity during the
1994 1999 period? However, perceptions varied anong the
nuni ci pdities. In Tijuana, tourismand foreign i nvestnent were
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Figure 23. NAFTAs Inpact on Mnicipdity s Envi ronnent
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noted. In Laredo, increased inport taxes were highlighted. In
Mat amoros, the booming naquil adora sector and Mexico s
nonet ary st ability were identified as the nain factors. In Mx-
icai, the Partido Acci n Nacional (PAN, or National Action
Party, was cited as the nain factor. In dudad JuAEez, approx-
i mately 20%responded that the naquil adora programwas the
nost inportant factor. In contrast, the question, Apart from
NAFTA what one main factor has unfavorably inpacted the
econony of this municipality during the 1994 1999 period?
produced a unified response fromall: internal nmigration and
the lack of water.

Wien asked about their perceptions of how the overall eco-
nomc situation had changed during the 1994 1999 peri od,
83% considered that the economc situation had either
inproved a great deal or inproved, while 10%thought t hat
it had renained the sane. ily 6%said that the econonic
situation had worsened (see FHgure 20).

Infrastructure |ssues
Fgure 21 shows the respondent s perceptions regarding the

Fgure 24. Quality of Minicipdity s Environnent
1994 to Present (1999)
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F gure 25. Changes in Environnent Over Last Fve Years
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i npact of NAFTA on the infrastructure of Mxico s border com
nunities. In response to the question, Hwhas NAFTA i npact -
ed your community s infrastructure? al nost 90% of the
respondent s fdt that traf fi c congestion on roads and hi ghways
on the Mxican side had increased a great deal or
increased. Seventy-five percent of the respondent s fdt that
vait tines for noncommercial vehicles at the border crossings
increased a great deal or increased. In addition, when com
paring the overall quality of their nunicipdity s infrastructure
between 1994 and 1999, 77%felt that it had inproved and/ or
inproved a great deal, while 12% thought that it had
renai ned the sane and only 10%thought it had worsened
or worsened a great deal (see Fgure 22).

Wien asked the open-ended question, Apart of NAFTA
what one nmain factor has favorably inpacted the infrastruc-
ture of this municipality during the 1994 1999 period? there
was a W de range of responses, including the construction of
toll roads, newinternational bridges and ports of entry, better
urban pl anning, construction of water facilities, and increased
funding on nore favorable terns. Mst responses to the
question, Apart from NAFTA what one nmain factor has unfa-
vorably inpacted the infrastructure of this nunicipaity during
the 1994 1999 period? nentioned popul ati on growth (ngra-
tion, increased denand for services, lack of housing, and
public security) and inadequate funding and pl anni ng.

Envi ronment al | ssues

The questionnaire al so explored the inpact of NAFTA on the
environnent of the Mexican border communities. Fgure 23
shows that the Mexican expert groups perceptions of future
prospect s for inproving the environnent have changed dra-
nmatical ly because of NAFTA According to the responses in
the categories increased a great deal and increased, at
| east 65% of the expert groups perceived that NAFTA had a
positive inpact on national attention to border environnent a
condi tions; the nunber of environnent a institutions and pro-
grans; cooperation anmong | ocal, state, and national environ-
ment al agencies; cooperation between U S and Mxican
envi ronment al  agencies; and cross-border cooperation
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F gure 26. Denographic Mdeling Systemfor Predicting
Popul ation Gowh: Inportance to Oganization (N=97)
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Figure 27. Economc Mdeling Systemfor Analyzing
Regi onal Inpact: Inport ance to QO gani zati on (N=97)
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Figure 28. Systemof Indicators for Mnitoring the Econony:
I nport ance to Qrgani zati on (N=97)
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Fgure 29. Systemof Indicators for Mnitoring the
Environnent: Inportance to Qganization (N=97)
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Fgure 30. Systemfor Forecasting Infrastructure Needs:
Inport ance to Qrgani zati on (N=97)
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Figure 32. Wseful ness of Econonmic Mdel i ng Applications
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Fi gure 33. Econom ¢ Mddel i ng System Pref erence
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FHgure 35. Access to Systemof Quality-of-Life Indicators
(N=137)
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to system 32%
46%

Fgure 36. Access to Systemfor Forecasting Infrastructure
Needs (N=137)

No response

30% Quality of System
‘ (N=24)
Excellent 8%
Planto -
implement Good 33%
4% Have
access Fair 17%
18% Poor 4%
Not sure/
No response
No access 38%
to system
48%
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between | ocal comunities.

With respect to the question, Has the quality of the envi -
ronnment in the municipality changed? a significant nunber of
the expert s in Mexican border cities perceived that the actual
quality of the environment either remained the sane or
worsened (58%, while only 33%felt that it had inproved a
great deal or inproved (see Fgure 24). In response to the
guestion, How has your nunicipdity s environnent changed
over the last five years in terns of local air quality, water
availddlity, water quality, and enforcenent of environment &
¢ andards on the Mexi can side? every aspect, except for the
enforcement of environmentd s andards, evoked a no
change or negative response rate of over 70% The enforce-
nent of environnent d & andards on the Mexican side shows
quite clearly that 42% perceived it had inproved a great
deal or inproved, while only 7%thought it had worsened
(see Fgure 25).

Al ytical Tools: Mjor H ndings

Fi gures 26 36 show the respondent s perceptions wth regard
to the types of analytical tools and nethods they currently use
or would like to have at their disposal for nonitoring and ana-
I yzi ng changi ng denographi c, econom c, environmenta, and
quality-of-life conditions. Snce not al of the respondent s
work with or use analytical tools, only 97 respondent s
(65.5% answered the Analytica Tools section of the ques-
tionnaire. Wen asked what type of analytical tools the
respondent s would like to have at their disposal, the nost
inport ant responses were denographic nodeling systens
and systens for nonitoring infrastructure needs. Seventy per -
cent of the paticipants regard denographic nodeling sys-
tens as very inportant, while 23%abelieve they are sone-
what inportant. S xty-four percent regard systens for
forecasting infrastructure needs as very inportant, while
34%bel i eve they are sonewhat inport at.

However, thereis agreat dif ference between these tw sys-
tens wth respect to access. Qly 18% actual |y worked for
organi zations that currently have access to sone or all of the
tools. Hgures 26 36 present the responses to all questions in
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this section of the questionnaire.
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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

79



U S. Mexican Border Communities in the NAFTA Era

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
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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
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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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Not es

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
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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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16.
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19.

Not es

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

21

2.

24.

25.

21.

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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Not es

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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