
Globalization and its effects on non-industrialized society has become a widely


debated topic.  In an age of ‘culture jamming’ and protests against international free trade, the duration and unexpected outcomes of the "westernization" of poor countries, has come under scrutiny. Within the Americas, much of the focus has been placed upon the North American Free Trade Agreement, (NAFTA) as it was one of the earliest major policy-shifts regarding how countries do business with each other.


The research I have done suggests that, in fact, NAFTA has hurt the Mexicans. It seems to be making the people dependant on outside help, instead of freeing them to be the architects of their own future. Despite having employment, Mexican labourers are seldom able to support themselves. Workers claim that they are increasingly mistreated; complaining that it was the low skill levels and the desperation of their countrymen that  drew American corporations south. Statistics show wages for factory workers and farmers in decline, supporting their claims.  



The North American Free Trade Agreement was put in place January 1st, 1994, and is an agreement designed to reduce obstacles to trade between the United States, Canada and Mexico.  While the agreement seems to be benefiting the United States and Canada, its effects seem to be a mixed blessing to Mexico.  The Mexican economy has apparently benefited from the drastic influx of foreign investment since the agreement. NAFTA’s opponents argue that what has been shown on paper does not necessarily reflect Mexico’s reality.  


Officially, NAFTA is a trilateral agreement between the United States, Canada and Mexico; wherein each country agrees to export goods to the others without worry of tariffs and taxes.  Ideally, this would create two open borders, through which goods can flow freely and without delay. This would, in theory, make North America very competitive in the international markets.  Today's international situation is based around multilateral agreements, especially in terms of economics.  Faced with the prospect of a unified Europe with one strong currency, the United States needed NAFTA to remain a superpower. 


The agreement has become more bilateral though, with the United States becoming the largest trading partner with both of their neighbours. Between Canada and Mexico the impact of NAFTA seems minimal. Instead of being beneficial for all three countries, it seems NAFTA has become a way for the United States to continue their economic colonization of North America, making their partners’ dependant on U.S. investment, trade and jobs.


Originally, Mexico’s economy was very isolationistic, with their main exports involving the very stable oil and tobacco markets.  A sudden drop in oil prices led to a disastrous depression in the 1970's.  By the 1980's, Mexico was so far in debt, that the nation opened its borders to foreign investors, such as  the United States, to help its suffering economy. 


Dr. Ravi Batra, author of "the Myth of Free Trade" believes that current situation developed because NAFTA was signed in order to stop the bleeding of a dovetailing Mexican economy. "The impetus to growth came from a government policy aimed at rapidly transforming an agrarian nation into an industrial economy."
 Dr. Batra' holds that while NAFTA was a good temporary solution for a troubled country, the attempt to change the fundamental mentality of a nation takes time.  NAFTA, he claims, fails in Mexico because it does not work with the skills and abilities of the Mexican people. Instead, it attempts to create a safe haven for American businesses to raise their profitability by decreasing their labour costs. 


The idea of NAFTA was appealing to the Mexican government for obvious reasons; they would be guaranteed business with two of the richest G7 nations in the world, and their unemployment would be decreased.  What has happened instead, is a shift from an agriculturally based economy into one driven by technology, and foreign investment. Foreign corporations that were intended to bring prosperity to all Mexicans, began setting up factories –referred to as maquiladoras- only along the American borders.


Some argue that the development of the maquiladoras – some of which can employ thousands- have not improved Mexican life beyond providing jobs. These complaints have led many to believe that the government is taking advantage of the work ethic of their people, in order to increase their own wealth and create a stronger alliance with their northern neighbours. 


Overall, Mexico’s economy does indeed show signs of growth beneath broad statistical analysis. Critics of the agreement claim that what this analysis truly represents is a top-down perspective of a nation with a once agriculturally based economy. They say that Mexico is being badly exploited by industries that rely on inexpensive labour, lack of unionization and the might of their already exorbitant wealth. This has had the effect of setting up a “false economy” in which Mexico's economy is not truly its’ own, but rather bought and sold at the whims of the richer American buyers.


This “false economy” seemed to work for a while, as foreign investors gained confidence in the ability of the country to recover. However, today, what was intended as a temporary solution has become a permanent necessity. 


Authors Gilbert Winham and Heather Grant explain the basic problem in today's Mexico: "With this shift in focus, Mexico became increasingly reliant on the export of manufactured goods to the U.S., and therefore more dependent on its northern neighbours for further economic development."
  Winham and Grant agree that the positive effects of NAFTA  only go one way; up.  Mexico presents a difficult economic paradox: it cannot grow without the foreign investment income; but it is foreign investment, primarily by Americans, that has created a stagnant economy.


Supporters of NAFTA argue that Mexico's economy has never been stronger.  It

currently exports more than seven trillion dollars (US) to the United States.
  This is second only to Canada, and should be more than enough to pay for infrastructures that could industrialize the entire country.  


However, under NAFTA, tariffs were decreased by 80%. As well, most of the raw goods being used in the American-built and American-owned factories within Mexico were produced in the United States. These raw materials, largely textiles and automotive parts, are covered under NAFTA as non-taxable.  


Many of the Mexican owned businesses have had no choice but to open themselves to international customers. Not doing so risks making these organizations non-factors within their own countries. Once again Winham and Grant express their view on the need for even the smaller businesses within Mexico feel it necessary to go global.  "...producers recognize that national markets are inadequate for efficient production, which encourages large and even smaller firms increasingly to orient their production and sales toward foreign markets."
 Essentially, even the successful Mexican companies have lost faith in the ability of their own population to sustain their profitability.  As well, the allure of the American dollar, (which ironically, is high largely due to the profitability of foreign investment) keeps their doors open to their wealthy northern neighbours.


Ultimately, it seems that NAFTA is working for a small margin of the Mexican population.  It allows wealthy landowners and business owners to take advantage of the increased trade with the Americans, however, the distribution of this wealth among the workers is inefficient.  Dr. Batra again states that the only reason the economy appears stronger under NAFTA is because the companies that base their production in Mexico are making a substantial profit, while their working class employees continue to earn well below a living wage.  "The poorest 20% of the people receive only 3% of the national income, whereas the richest 10% enjoy a 41% share."
  This goes a long way to highlight the flaws in NAFTA that fail the people of Mexico. This uneven distribution between the rich and the poor occurs simply because there are no taxes being paid on the land or goods being used within Mexico.


The outcry for changes within NAFTA from the poor, whose situation was supposed to have been improved after gaining employment in the factories, is understandable and reflective of another example of the shortsightedness of NAFTA’s signatories’. It is the failure of the Mexican government to include a guaranteed minimum wage clause, reflective of Mexico’s economic success.  


Companies have no reason to offer their workers a wage comparable to those in America, simply because workers are desperate enough to sell their labour for any amount they can get.  This is a failure on behalf of Mexico’s citizens to reclaim even some of the taxes lost to NAFTA and perpetuates the lack of a ‘trickle down’ effect.  The workers themselves have driven the wages down low in order to get jobs.  


This leaves the factory foremen and owners holding all of the cards, making competitive salaries unnecessary in order to obtain employees.  Not having to pay a rising minimum wage gives the company the illusion of being more prosperous and, more importantly, drives up their profits without forcing the company to invest them towards continued growth.  This in turn allows them to charge less for their product and put even more power in the hands of the wealthy and far less in the hands of the lower class.  


People who were once farmers that could afford to provide for their families are now working for next to nothing. The privatization of their cash crops mixed with the extreme reduction in tariffs and lack of fair wages has lowered the worth of their labour.


There is a reason why the number of American plants and factories south of the

Rio Grande have increased from 620 to 1,800 in 10 years with no sign of stopping.
  It is highly profitable for American companies to lay off their comparably high-paid and unionized skilled labourers in favour of an assembly line in Mexico.  The almost complete lack of labour laws allow the companies to employ children, as well as force any one of their employees to work extremely long hours for no extra pay.  


Workers cannot unionize without quickly finding that it is not the factories and investors who need Mexican labour, but Mexican labourers; unable to sustain themselves through farming, who need factories and investors. Inexpensive labour is available further south, as well as around much of the Pacific rim.  The unfortunate fact is that Mexican workers often have no choice but to accept whatever work is offered to them; it is the lack of small agricultural businesses mixed with the privatization of many other industries which forces them to.  


On the other side of the coin, in the American model, economic growth -by proxy social and business growth as well- is linked only to a growing profit margin. With this in mind, the rules stipulated in the NAFTA treaty would have to allow for the exploitation of Mexican labour. NAFTA has, without a doubt, changed Mexico economically, but it has also had a dramatic impact within other sections of Mexican life.  


A population can deal with a crumbling economy if the social aspects of their country remain solid. Unfortunately this has not been the case in Mexico.  In order to maintain a semblance of normalcy, life must remain balanced.  Responsibility falls, largely, to the far reaching effects of NAFTA and the temporary relief it brought. For many Mexicans, jobs and the ability to provide for themselves and their families, hangs on by a thread.


The maquiladora industry in Mexico was a system ushered in by NAFTA and the adoption of the industrial model that American capitalism is built on.  Maquiladora factories are large assembly line style plants, which employ low skilled Mexican labourers.  Professor Gary Gereffi, describes the maquiladoras as little more than a distraction for poor Mexicans who should be seeking a better way of life.  "[the maquiladoras are] in-bond, largely border, manufacturing operations that were designed to provide investment and employment opportunities within Mexico, in part to alleviate the Mexican migration pressure on U.S. border states." 
  His accusation is that the Mexicans were, and are, a burden on the opulent American society.  It is easier, and actually beneficial, to the industries of the United States to employ the Mexican people within their own country. It serves to line the pockets of Americans investing in Mexican factories, and reduces the number of Mexican workers seeking employment in the American domestic market.  


In fact, the maquiladora industry props up the entire infrastructure that NAFTA

built.  Due to the low wages, lack of unions and the high turnover rate (which makes it nearly impossible to organize in any resistance), the maquiladoras have become a cornerstone of the free market. By 1999 the system had come full circle, with the maquiladora industries responsible for 46.6% of Mexico's  foreign trade, while the agricultural institutions made up only 3%.
 “They are responsible for providing almost half of all Mexican exports.”


Mexico, a country once reliant on its farmers for exports, and once reliant on the land to sustain its culture, had become an industrial nightmare. Thousands of manufacturing plants became responsible for the employment of one third of Mexico's population.  As mentioned earlier, the primary reason that these factories are able to continue to make up such a large percentage of the exports is because they hold all the power.  The Mexican government can do little, as NAFTA expresses that it is up to the investors, and not the Mexican government, to decide whether or not they will remain in Mexico.  All that is required to coerce the government into compliance is an organized stance against it by a section of the industry, contingent on a threat to move factories out of the country and replace them overseas.  The corporations, effectively, own the government and therefore own the population as a whole.


In theory, the NAFTA  system is not a bad idea.  It employs people who need jobs and it increases the GDP of Mexico as a whole, bringing more investor confidence to the country.  As professor Gary Gereffi explains, though, it also raises some very serious concerns.  "...A frequently heard concern, even in government circles, is that maquiladoras are primarily a foreign enclave.  As such, they are not really integrated into Mexico's industrial structure, other than to take advantage of Mexico's low-wage workers."
  Professor Gereffi is concerned about economic reliance on a system that does not mix with the way of life that Mexicans are used to. Attempts to accelerate the natural growth of more traditional industries, such as agriculture, have been set aside in favour of simply replacing them with modern industries. It is obvious that this quick-fix solution benefits only one class of people, and that looking at the maquiladoras as a success and a permanent solution is a narrow-minded assessment, developed from a top-down view of the situation.  


In order to make an actual and viable recovery from the crisis Mexico has found itself in, it needs to be able to support itself. It cannot continue to rely on being able to give land to large foreign investors without charging taxes that otherwise would have helped the positive growth Mexican society. 


All one truly has to do is take a cursory glance at Mexico to see that the effect that it has had on the population and on the social structure is not positive.  Author of “No Logo” and “Fences and Windows,” Naomi Klein, clearly expresses what has happened to the Mexican people. "...seven years [after the implementation of NAFTA], three-quarters of Mexico lives in poverty, real wages are lower than they were in 1994 and unemployment is rising."
 NAFTA has been beneficial to the North Americans, especially the United States and most especially to those who have exploited the desperation of a country in transition. These are groups that have abused the work ethic of a people who have never learned anything other than how to survive from the land.


The supporters of NAFTA argue that the Mexican people simply need to show patience and all that is really needed is time to adjust.  Once the infrastructure and the spine of the new industrialized Mexico is up and running, it is claimed, it will then be a short hop to a better way of life.  Once again, what appears on paper tends to skewer reality.  Klein again explains the difference between rhetoric and cold fact. " [NAFTA] is based on an unshakable ideological belief that what's good for business will be good for everyone.”
 


Even if that dubious argument is true, the timeline is unacceptable.  According to the governor of the Bank of Mexico, at the current rate of economic growth, it will be sixty years before Mexico doubles its per capita income and ends its extreme poverty.
 This means that it will have taken the collective efforts of almost three generations of Mexicans living in extreme poverty and dealing with slave-like labour conditions to make the benefits obvious.  The opening of the maquiladora program was designed to increase Mexico's wealth and be a short-term solution to a number of problems.  What NAFTA's supporters won't admit is that it should not take a short-term solution 75 years to begin to make a difference.


To be fair, one must assume that NAFTA was implemented with the best of intentions on both sides.  Capitalism, however, thrives on Darwinist theory of survival of the fittest.  The reality is that the wealthy are using the Mexicans to increase their personal wealth, and therefore, the wealth of the United States as a whole.  Some of the responsibility for the current situation must lie with the Mexican government for their lack of resolve against patchwork solutions with no hope of creating long-term stability. Fault also cannot help but rest upon the Mexican people themselves for their inability or unwillingness to give up the small advantages offered by NAFTA, in favour of a more long-term solution.  


Currently, with accessibility to overseas markets that provide labour just as inexpensively as Mexico, the reality is that the people who dominate the Mexican economy will most likely remain there. This situation will prevail until the American or Canadian government finally steps up and admits the oversights written into the agreement.  The paper trail looks like it leads to a positive outcome. But, if one were to put themselves shoulder to shoulder with the Mexican people and look up, all that would be seen is the smoke and ruin left behind from ten years of hard labour and little progress. Ten years of the exploitation of a hard-working and trusting people.
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