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Chapter 1 
Effects of Export-led crowth on the 
strueture of Mexlcan Industrial Production 

by Enrique Dussel Peters 

1 N DISCUSSING THE ASIAN CRISIS OF THE LATE 1990S, MULTI­
iateral institutions have called Mexico's economy a model to guide others · 
caught up in the turmoil. The apparent rapid recovery ofMexico's economy 

sin ce December 1994, at least in terms of gross domestic product ( G D P) and 
exports, has undoubtedly been one of the main accomplishments of its liber­
alization strategy of development. Nevertheless, these apparent accomplish- · 
ments have, as a counterpart, a series of economic structural limitations which 
neither the Mexican government, researchers, nor academics have identified 
in sufficient detail. 

The first section of this chapter will examine the conditions of the Mexi­
can economy and general changes which it has undergone in the past two 
decades, with special emphasis on the liberalization strategy imposed since 
at least 1988, and attempt to describe in schematic fashion the vision and 
primary innovations of the liberalization strategy compared to earlier de­
velopment models. The goal is to understand the general context of both 
the Mexican economy and the subregional trends that have evolved since 
the late 1980s. 

The second section sets out in more detail the primary trends of the Mexi­
can economy since the strategy ofliberalization was implemented both at the 
macroeconomic level and, in sorne cases, by sector, and will underscore the 
conditions for grnwth of the Mexican economy and its future potential. The 
third section analyzes both the significance of the current globalization pro­
cess and its impact on the Mexican economy at a subregional level, particu­
larly since 1988. A series of variables, such as GDP per capita, the share of 
states in national GDP and employment productivity trends, reflect both the 
conditions and results of ten years ofliberalization in Mexico. The conclusion 
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sums up the chapter's principal points. It is important to stress at the outset 
that information about the economies ofMexico's states remains inadequate. 1 

The strategv of Uberanzation sim::e 1988 

Since President Lázaro Cárdenas' presidency (1934-40), Mexico, like most of 
Latin America, followed a development model known as import substitution 
industrialization (ISI). Like most industrial nations in the process of develop­
ment, Mexico, in following ISI, emphazised the domestic market as the cen­
tral reference point for modernizing and industrializing the economy and 
society. Acceding to the infant industry argument, which assumes that new 
economic activities need to be given sorne time befare they compete on the 
world market, ISI prescribed a long list of different policies-industrial, com­
mercial and macroeconomic, among others-with the goal of promoting the 
growth of sectors considered "strategic." These sectors were the first to pro­
duce substitutes for imported consumer goods, a process which itself requires 
the importation of capital goods. It was felt that these same sectors subse­
quently would become capable of continuing to develop on both the national 
and international markets. The function of the state, from this perspective, is 
critical, and includes legislation, continua! social and economic intervention, 
and even the creation of firms and sectors (as has been the case with oil and 
telecommunications, among many others). ISI was financed at least through 
the end of the 1960s by the transfering of resources from agriculture to the 
manufacturing or modern sectors, by capturing surpluses from the agricul­
tura! sector. 2 

Nevertheless, political corporativism, which is a key part ofISI and is based 
on a deep-rooted authoritarianism, as well as the failure to establish selection 
criteria and the temporary transfer of resources clearly and transparently to 
priority sectors, resulted in a crisis in ISI that began at least in the late 1960s. 
This crisis first manifested itself in the agricultura! sector, which had financed 
ISI but had itself begun to run deficits and could no longer do so. Student 
protests and armed political movements that appeared in the late 1960s also 
reflected the social and political crisis of ISI.3 

For almost two decades, the Mexican government was able to cope with 
the sociopolitical and economic crisis ofISI through various financing mecha­
nisms: first through the discovery and exploitation of petroleum fields and, 
later, through massive foreign borrowing. The oil revenues and external debt 
allowed the fundamental decisions about ISI and the country's broader eco­
nomic strategy to be postponed. Nevertheless, the foreign debt crisis, which 
began in 1982 when Mexico became one of the first nations to declare that it 
could not pay its foreign debt, and the impossibility of securing massive new 
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loans led to a political and economic decision to shift to a new development 
strategy. From this perspective, Miguel de la Madrid's presidency (1982-88) 
was a transitional phase where official criticism and concerns about ISI, as 
well as countless economic and political crises, emerged. No agreement was 
reached on a new development strategy at this time, however. 

In December 1987, with the signing of the first Solidarity Pact, which was. 
backed by business groups, the government and government-linked unions, 
and subsequently with Carlos Salinas de Gortari's presidency, we see clearly 
for the first time the conditions, objectives, and priorities of a new official 
development strategy: the strategy of liberalization. 

This strategy, based in theories of export-oriented industrialization, 4 was a 
response to the limitations and crises affecting ISI. In differentiating itself 
from ISI, the liberalization strategy takes as its point of reference the globaL 
market; that is to say, any economic unit (a firm, subregion, or nation) is 
considered efficient economically if it is capable of exporting. As a result, 
through an increase in total productivity, exports have a positive impact on 
the growth rates of their respective ec~momic units. There is a causal link 
between a country's exports and its direct integration into the world market · 
and economic growth. 5 

In the specific case of Mexico, the liberalization strategy is characterized 
by the following economic priorities: 

l. Control of inflation and the government deficit and the attraction of for­
eign investment. Control of the first two variables receives priority as a 
result of the ISI experience in the 1980s, when inflation reached an annu­
alized 160 percent and the government deficit hit 16 percent of GDP in 
1987 (Table 1.1), but this emphasis also reflects a new vision of an eco­
nomic strategy in which relative prices become a primary mechanism for 
allocating economic resources. A restrictive monetary and credit policy is 
a necessary result of these priorities: 

2. To meet the first priority, the state is forced to become minimalist or "lean," 
and withdraw from many of the roles that it played under ISI. This ex­
plains the widespread process of privatization of state-owned industries 
created during ISI, as well as the state's general withdrawal from economic 
activities and the fact that its fixed gross public investment fell from 12.1 
percent of GDP in 1981 to less than four percent for most of the 1990s 
(Table 1.1). 

3. As a substantive part of the liberalization strategy, the private manufactur­
ing sectors become the engine of growth through the dynamism of their 
exports. Most of the tariff barriers erected during ISI are eliminated, with 

-27 
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the object of allowing the private sector to import inputs at cheaper inter­
national prices, thereby stimulating the export dynamic. 

4. As a result, man y of the policies implemented during ISI were nearly elimi­
nated, to meet the criteria of the new development strategy. Those policies 
included selection of sectors, subsidies, preferential exchange rates influ­
encing macroeconomic and sectoral priorities, high and discretionary tar­
iffs, quotas and licenses making it impossible to import certain products, 
and monopolistic state-owned corporations. It is pertinent here to note 
that one of the primary macroeconomic variables-the exchange rate-is, 
in this new context, a consequence of the antiinflationary policy; i.e., the 
rate functions as an "antiinflationary anchor." Since a devaluation would 
generate pressures on relative prices, an exchange used rate to fight infla~ 
tion tends to become overvalued. 

5. Last, after 1988, foreign investment was the most important source of funds 
to finance the new strategy. Given that oil revenues barely were able to meet 
the external debt, and faced with the' impossibility of getting additional out-_ 
side financing, foreign investment became the key financing source for the 
liberalization strategy. Similarly, and based on the economic pacts in place 
until 1997, a fall in real wages, brought about by government-controlled and 
repressive unions, was fundamental to the liberalization strategy. 

Finally, it is important to indicate that the liberalization strategy continues 
to be, in theoretical and practical terms, the dominant development para­

digm since 1988. 

Effects of the Uberalization Strategy (1988-1997) 

Putting aside the December 1994 crisis, it is important to emphasize that, in 
terms of its stated goals, the liberalization strategy has been successful. Infla­
tion was reduced from more than 100 percent in the late 1980s to single digits 
in 1993 and 1994, the huge fiscal deficits of the 1980s have been cut to a 
minimum (with even a small surplus during sorne of the years since 1988), 
and foreign investment has risen from less than three billion dollars annually 
to more than 20 billion in sorne years during the 1990s. The productivity of 
the manufacturing sector, in terms of capital as well as labor (Figure 1.1), has 
risen significantly sin ce 1987, and manufacturing exports have risen from $10.4 
billion dollars in 1987 to about $95.6 billion in 1997, and from 50.9 percent of 
total exports to 86.5 percent over the same period. In terms of its stated goals, 
the liberalization strategy has been extremely successful. 

-29 
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Nevertheless, the liberalization strategy contains sorne structural limita­
tions that have not yet been analyzed adequately: 

l. The GDP and GDP per capita during 1988-97, annually 2.6 percent and 
1.1 percent, respectively, are significantly lower than in earlier periods of 
growth. 6 

2. Generalized structural polarization probably has been the primary charac­
teristic resulting from the liberalization strategy. Exports have become an 
engine of growth for the Mexican economy. These have risen from 11.9 
percent of GDP in 1987 to about 20.5 percent in 1997, and the same coef­
ficient for the manufacturing sector rose from 31.64 percent to 73 percent 
in that same period (see Table 1.2). Exports, however, have been concen­
trated in a relatively small number of firms, sectors and subregions. Begin-
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ning in the 1990s, the manufacturing sector produced about 85 percent of 
all exports, and about 300 companies were responsible for approximately 
60 percent of the manufactured exports. Beginning in 1988, five manufac­
turing sectors (automobiles, basic petrochemicals, beer and liquor, glass 
and electronics) were notably dynamic with respect to the productivity of 
their capital, labor, GDP, employment, exports and imports. Other sec­
tors, especially those that produce for the domestic market, have not sig­
nificantly benefited from the liberalization strategy. Such tendencies have 
become even more marked since the December 1994 crisis and the imple-

Figure 1.2 
Domestic Demand and Exports with Respect to GDP 
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mentation of the North American Free Trade Agreement (NAFTA) be­
cause of the relations that already existed among these firms and sectors. 
The growth in the gap between internal demand and exports since 1988 
also bears witness to these recent tendencies (Figure 1.2).7 

3. One especially relevant aspect of the liberalization st~ategy's polarizat~on 
and economic unsustainability is that it causes the pnvate manufactunng 
sector, the pillar of growth, to encounter increasing difficulty in integrating 
itself into the world market. Because of economic liberalization-including 
high real interest rates to attract foreign investment, liberalized imports, 
and an overvalued exchange rate to keep clown inflation-the manufactur­
ing sector as a whole runs into structural limitations that have ripple effe~ts 
throughout the Mexican economy. The results of the strategy noted earher 
imply that, despite the increase in exports, imports expand the m?st. In 
order to grow, the manufacturing sector, especially the most dynam1c por­
tions, requires more imports than are exported, which pus_hes up trade and 
current account deficits. The trade deficit, excluding maqmladoras, reached 
$27.3 billion in 1994 and, given the econornic context and international" 
and national policies, could not be financed, which contributed directly to 
the 1994 crisis. From this perspective, the Mexican manufacturing sector 
was a primary cause of the December 1994 crisis and that sector's struc~ 
tural limitations have not been corrected or even properly analyzed as of 
1998. Since the recovery of the Mexican economy in 1996, at least in terms 
of GDP and exports, manufacturing exports have continued to grow, al­
though imports are growing much faster, ail indication that we may_ ~e 
heading for the same sort of financing impasse that s~~rked the 1994 ~n~1s. 

Export-oriented industrialization-due to the cond1~1o~s ~f econom1c ~16-
eralization-has turned into import-oriented industnahzation, generatmg 
economic conditions that are not sustainable over the medium- and long­
term for the economy as a whole. This strategy also has a negative effect 
on employment, technological development, and, in general, the overall 
development of the Mexican ec,onomy. Figure 1.3, which illus:rates the 
difference between exports and imports for both the manufacturmg sector 
and the total economy, according to GDP, reflects the lack of endogeneity 
given that the manufacturing sector has increased its rat~o of the tra~e b~l­
ance/G DP from -15.4 percent in 1988 to -44.9 percent m 1994. Th1s rat10 
fell in 1995 as a result of the crisis, but has now risen again with the growth 
of the manufacturing sector. 

4. A series of studies have indicated that the most dynamic sectors of the 
Mexican economy, particularly in manufacturing, are highly capital-inten­
sive.8 This not only contradicts major portions of neoclassical international 
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Figure 1.3 
Trade Balance in Manufacturing and the Economy·s Total Current Account 
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trade theory, which assumes that countries rich in labor should produce 
and export labor-intensive products, but also introduces limitations, par­
ticularly in the creation of employment opportunities. Official information 
on open unemployment is neither relevant nor <loes it reflect the difficul­
ties inherent in the Mexican economy. 9 From another perspective, the eco­
nomically active population (EAP) has grown by 17 million people from 
1980 to 1996, while during that same period, the economy has generated 
perhaps two million jobs in the so-called "formal sector." This tendency 
worsened in 1994-95 when the EAP grew by 1.32 million and the economy 
lost 0.82 million jobs, creating an employment gap of about 2.2 million. 
The concentration of capital in the dynamic sectors of the economy is also 
reflected in the fact that employment growth during 1988-96 was just 2.6 
percent annually while, for example, in 1970-81, employment grew at a 
rate of 4.8 percent annually. Employment is the most important social, 
political, and economic variable in Mexico, and the Mexican economy 
finds itself facing structural limitations growing out of the liberalization 
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process because of the minimal amount of employment it generates, par­
ticularly in the economy's most dynamic sectors. 

5. Real wage trends were equally dramatic between 1980 and 1988. On the 
one hand, minimum wage 10 and real wages represented only 29 percent 
and 58. 7 percent of real GDP in 1980, respectively. On the other hand, the 
sectors generating the most employment in 1988-96 were in lower-wage 
categories, like construction, transport, and agriculture. As a result, the 
liberalization strategy not only failed to create sufficient employment but 
the jobs it did create were lower in quality than existing employment. 

The above points demonstrate that, despite its success in meeting the goals 
of controlling inflation and the government deficit, and attracting foreign in­
vestment, the liberalization strategy produces unsustainable economic condi­
tions that have profound repercussions on Mexican society. Generalized po­
larization, insufficient generation of employment, and particularly the lack of 
an endogenous Mexican manufacturing sector (based on a limited number of 
international and national corporations orient~d toward exports and having 
strong inter- and intra-firm links) have brought about structural characteris­
tics that have significantly transformed the Mexican economy since the 1980s. 
While one sector of the economy has successfully integrated itself into the 
world market by adhering to the parameters of the liberalization strategy, 
most of Mexican society, where 40 percent of the population lives below the 
poverty line, has not been incorporated into this process. 

The contradictions and limitations of the libéralization process are closely 
linked to theories supporting export-oriented industrialization and its imple­
mentation, but further discussion of these theories are well beyond the scope 
of this chapter. 

Subregional Tendencies in Mexico (1988-1997) 

Following from this discussion of national-level tendencies, one major hy­
pothesis emerging from a study of liberalization strategy is the likelihood of 
increasing polarization at the state level. 

In this context, it is important to realize that there are serious statistical 
limitations to conducting a state-level analysis of Mexico, although efforts 
have been made to improve that situation. Most of the data presented here 
were gathered by Miguel Angel Mendoza (GDP and population by state) and 
INEGI, unless otherwise specified.11 

The following analysis focuses on the main trends in Mexico's states-as 
opposed to its subregions, which still require in-depth study-with a particular 
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emphasis on the periods befare and after the liberalization process began. 
Other issues, such as government policies oriented toward subregions, and 
an econometric analysis, lie outside the scope of this chapter. This section will 
be gin with the presentation of sorne new challenges for the Mexican economy 
in the context of globalization and the liberalization processes that serve as 
the temporal framework for the states' evolution in Mexico. 

The Mexic:an Ec:onomv: Between 
Globaliiation and Subregionaliiation 
It is increasingly recognized at present that the process of globalization is one 
of the most significant economic, social, and political developments of recent 
decades. But what is globalization? From an economic perspective, we shall 
define this recent process as the institution of flexible production and global 
commodity chains. At least since World War II, productive and financial capital 
has become more transnational; the increasing importance of direct and port­
folio foreign investment flows, and increasing international trade, reflect this 
tendency. But the globalization process also incorporates sorne new charac­
teristics. Flexible production, 12 on the one hand, refers to the process of trans­
forming products that are more specialized and varied with the goal of re­
sponding to demand and allowing for more substitution between products, 
reducing the life cycles of products and cutting the time and costs associated 
with buying inputs, and producing and distributing the commodities. On the 
other hand, global commodity chains have increasingly become a way to maxi­
mize flexible production, processes of quality and just-in-time inventaries (in­
ternal and external), and to integrate operative functions and problemsolving 
and benchmarking, among other innovations. The search for clusters and 
sites with different kinds of benefits, for example, is extremely important. 
This form of production, in and of itself, requires new ways of distributing 
responsibilities (as well as costs and benefits), the learning process, and the 
productive process itself. It is significant that flexible production and global 
commodity chains generate new challenges for nations, regions, and firms; 
the basic work unit is now a group of units or a network, and not individual 
and/ or segmented firms. i:3 

From this perspective, transnational firms, and, increasingly, others as well, 
are realizing that they need to buy inputs, and produce and distribute their 
products, services and processes, in new ways and according to different sched­
ules. For example, a computer manufacturer has its base in Country A, buys 
inputs from Country B, and distributes its products in Countries A, B, and C. 
Thus, product X made by this company is the result of a series of productive 
processes performed in N number of countries for global production and 
distribution. That is, this firm <loes not buy inputs from Country A to trans­
form (and assemble) and distribute them in Country A but, rather, it gener-
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ates in Country A products and processes that may be either components or 
the final product itself, for global distribution. This type of industrial organi­
zation, which is different from transnational corporations' traditional indus­
trial organization, has a wide range of implications on a global scale, among 
which we should emphasize the following: 14 

l. The space within which economic policies are implemented-that is to say, 
the subregional and local territory-is key in terms of the globalization pro­
cess in economic development. From this perspective, and faced with the 
generalized processes of international liberalization, globalization has its 
greatest impacts at the subregional and local levels. In contrast to earlier 
decades, it is now in the subregional and local spaces that productive net­
works and global commodity chains among markets are generated ( or not). 
From a firm's perspective, economies of scale can be maximized when a 
particular territory becomes the locale for global production. At the same 
time, the learning process for production is at the local or subregional level. 

2. Based on the above, the productive process for goods and services is seg-· 
mented into value-added linkages. This is particularly significant in terms 
of value added, but also results in the use and production of technolo1:,ry 
and processes, in generating employment, in subcontracting and, in gen­
eral, in the learning process that develops in respective subregional and 
local spaces. 

3. The above <loes not signify the "disappearance" of nations (a discussion of 
which is beyond the scope of this chapter.) But it <loes require new kinds of 
policies. That is to say, faced with the globalization process, which is not 
irreversible and is strictly dependent on changeable global market condi­
tions, a single policy (industrial, social, educational, antipoverty, and the 
like) at the national level makes little sense and is more or less efficient or 
effective in different subregions of a single country. 15 From this perspec­
tive, subregions become the basic space within which to implement eco­
nomic policies, which are designed for particular locales. The globaliza­
tion process thus creates, at the same time, a subregionalization process 
within nations, and, as we will see, geographic dispersion generales a sys­
tematic reorganization between and among firms. The reorganization chal­
lenges for institutions responsible for subregional and national develop­
ment are of fundamental importance in enhancing subregional conditions 
for economic development, and the process of interfirm learning. 

These points have become relevant for Mexico since 1988, within the con­
text of its liberalization strategy and the focus on macroeconomic stability 
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and elimination of economic policy tools at both the subregional and na­
tional level. Within the framework of growing liberalization (trade, capital 
flows, and intensified inter- and intra-firm relations), the local and subregional 
impact has increased significantly since the 1980s. 

some Regional Tendeneies in Mexieo (197(M997) 
Sorne authors have argued that the Mexican economy has recently been char­
acterized by a variety of economic impacts. Ruiz Durán argues, for example, 
that, given the economic framework of the liberalization process, the states 
have been exposed in varying degrees to economies of agglomeration, mod­
els of state intervention, and differing models of foreign investment ( oriented 
toward the internal market, exports, and maquila activities). 16 Most notably, 
in 1980-93, the most dynamic model gave priority to foreign investment, 
which is characterized by a high degree of industrialization and high growth 
rates in the manufacturing sector. Other studies used coefficients of employ­
ment specialization to demonstrate that the states were characterized by rela­
tive processes of convergence in 1980-93; there was, however, a high degree 
of variability in the coefficients. 17 

But what have been the primary regional tendencies since 1988? In what 
follows, I will present general trends at the subregional economic level, based 
on data from Mexico's states. 

The average annual growth rate (AAG R)of G D P per capita at the national 
level averaged 1.4 percent from 1970 to 1987, but fell to 0.9 percent for 
1988-97.18 It is important to note that while just 13 of 32 states had AAG Rs 
that were lower than the national average in the first period, there were 19 in 
the second. (See Table 1.3) 

Table 1.3 
Basic Statistics on Rates of Change in Regional GDP per Capita by Period 

(32 State Observations) 

1970-87 1988-97 

Mean=Media 2.090 0.620 
Standard Deviation 1.498 1.812 
Variance 2.240 3.280 
Median 1.880 0.270 
Maximum 8.297 4.860 
Mínimum 0.430 -2.650 

Source: Instituto Nacional de Estadística, Geografía e Informática (INEGI), 
Anuario estadístico de los Estados Unidos Mexicanos (Aguascalientes: INEGI, various 
years 1981-1997). 
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The G D P per cap ita data at the subre 6r:ional level for the 1970-87 and 
1988-98 periods (Table 1.3) shows: 

l. GDP per capita declines significantly in the second period. 

2. The standard deviation and, consequently, the dispersion of G DP per capita 
through both periods, increases significantly from 1.498 for 1970-87 to 
1.812 for 1988-97. 

3. While no states showed a negative growth rate in the first period, 15 do in 
the second; in 1970-87, six states Campeche, Hidalgo, Oaxaca, Tabasco, 
Tlaxcala, and Zacatecas) had growth rates above three percent, while in 
1988-97 only three reached that level (the Federal District, Morelos, and 

Quintana Roo). 

4. If the Federal District, the country's economic and political center, lost or 
was stable in terms .of GDP per capita when compared to the states for 
1970-87, beginning in 1988, GDP per capita growth in the capital out­
stripped all states except Quintana Roo (Figure 1.4). It is interesting to note 
that during 1988-97 only Campeche hada higher GDP per capita than 
the Federal District. In other states like Chiapas and Guerrero, the GD~ 

Figure 1.4 
GDP per Capita far Selected States 
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Source: These are our own calculations and are based on data from Instituto 
Nacional de Estadística, Geografía e Informática (INEGI), Anuario estadístico de 
los Estqados Unidos Mexicanos (Aguascalientes: INEG I, various years 1981-1997). 
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Table 1.4 
Mexico: Share of National GDP of Selected States 

1970 1985 1995 

Four Largest States* 49.21 44.70 47.62 
Campeche 0.44 3.94 1.64 
Chiapas 1.62 2.32 1.82 
Guerrero l. 72 l. 74 1.98 
Morelos 1.08 1.19 1.61 
Oaxaca 1.48 1.77 l. 71 
Quintana Roo 0.18 0.51 1.34 
Tabasco 1.16 2.72 1.48 
Others 43.11 41.11 40.8 

Total 100.01 100.00 99.99 

Source: Instituto Nacional de Estadística, Geogrnfía e Informática (INEGI), 
Anuario estadístico de los Estados Unidos Mexicanos (Aguascalientes: INEGI, various 
years 1981-1995). 

*Federal District, State of Mexico,Jalisco, and Nuevo León. 

per capita fell compared to the Federal District since 1988, accounting for 
17.24 percent and 22.11 percent, respectively, in 1997. 

The trends discussed abo ve also show the states' participation in G D P for 
the period 1970-95.19 We observe the following: 

l. Only four states-the Federal District,J alisco, Estado de México and Nuevo 
León-produced around 50 percent of the GDP in 1970-95. It is relevant 
to note that their proportion slipped from 49.2 percent of GDP in 1970 to 
44.7 percent in 1985, and increased again to 47.6 percent in 1995. These 
tendencies are primarily the result of the Federal District's increasing share 
over 1985-95. 

2. In general, for the period 1970-85, most of the states that increased their 
share in the national GDP, particularly Campeche and Tabasco, did so 
because of the oil boom. This process was reversed beginning in 1985; that 
is, the main production centers, particularly the Federal District, began 
once again to increase their share in the national economy. 20 

3. Other states, like Chiapas, Guerrero, and Oaxaca, lose ground with re-

40-

Effec:ts of Export-led Growth 

spect to the GDP over 1970-95. Thus, Chiapas' GDP as a percentage of 
Mexico's rose from 1.62 percent in 1970 to 2.32 percent in 1985, but fell 
again to 1.82 percent in 1995.(See Table 1.4) , 

We see a similar trend in looking at labor productivity at the regional level 
over 1980-95.21 For this period, the AAGR oflabor productivity was 1.3 per­
cent, although we find major differences between the 1980-90 period and 
1990-95: 

l. Throughout 1980-95, it is notable that states like Campeche, Chihuahua, 
the Federal District, Quintana Roo, and Nuevo León had significantly higher 
labor productivity than the national average, while Chiapas, Colima, 
Guerrero and Oaxaca, among others, were far below the national average._ 

2. In the 1980-1990 period, 20 of the 32 states grew faster than the national 
average, especially the southern states (Campeche, Tabasco, Veracruz, 
among others) as a result of the oil boom which we have already men­
tioned. The main industrial centers, particularly Jalisco, Estado de México. 
and Nuevo León, saw their productivity fall during this decade with re­
spect to the national average, while it remained fairly steady in the Fed­
eral District. 

Figure 1.5 
Labor Productivity in Selected States 
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Source: These are our own calculations and are based-on data from Instituto 
Nacional de Estadística, Geogrnfía e Informática (INEGI), Anuario estadístico de 
los Estados Unidos Mexicanos (Aguascalientes: INEGI, various years 1981-1995). 
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3. In 1990-95, just 10 states saw their labor productivity increase with respect 
to the national average. It is notable that the major industrial centers, par­
ticularly the Federal District and Nuevo León, saw their productivity rise 
sharply compared to the rest of the country. In the case of the Federal 
District, for example, it rose 13 percent compared to the national average, 
from 1990-95. 

In the preceding pages I have shown that the Mexican government in 1988 
shifted to a new development strategy as a response to the ISI crisis. This 
strategy has been extremely successful in terms of its stated objectives, par­
ticularly macroeconomic stabilization ( controlling inflation and the fiscal deficit 
and attracting foreign investment). Nevertheless, andas was shown in the first 
part, it is unsustainable economically in the medium term due to a lack of 
endogenous 1::,rrowth conditions; this reflects a high and growing net penetra­
tion of imports and, in turn, puts strains on financing the deficits that these 
macroeconomic imbalances generate. At the macroeconomic level, it is im­
portant to note that the pattern of industrial organization resulting from the 
liberalization strategy precipitated the 1994 crisis. This type of organization is 
notable for its high level of capital intensity and its dynamic exports, which 
remain below imports, particularly in periods when the manufacturing sector 
is growing. Meanwhile, too few, and poor-quality, jobs are being created. In 
this way, the polarization of the Mexican economy, at the level of firms and 
sectors, becomes the primary characteristic of the liberalization strategy. 

This growing polarization has also been seen at the national level since 
1988. Even given the limited availability of official data, it can be seen that 
the current globalization process has a direct impact on Mexico's subregions. 
Since 1988, sorne states, particularly the more industrialized Federal District, 
Jalisco, Estado de México, and Nuevo León, and the northern states have 
seen their GDP per capita and labor productivity increase. Other regions, 
particularly in the south, have been left behind. 

As the liberalization strategy continues, a failure to face this growing polar­
ization means that it will deepen. These trends result from a liberalization 
strategy that creates a direct link between economic units (firms, regions, na­
tions) and the world market. In the best of conditions, this is not sufficient. It 
is necessary that we consider the priorities of a development strategy. On the 
one hand, what is more important to the economic and social development of 
a country: reducing inflation to single digits, or massive job creation? Is it 
possible to press on with a development strategy based on a reduced number 
offirms and regions oriented toward exports? On the other hand, as has been 
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stated, the responses to, and conditions for, the globalization process must be 
grounded at the subregional and local levels. Clearly, there are no general 
formulas for success, but neither is it possible to try to impose national poli­
cies of different kinds from the center of Mexico: 
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