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ABSTRACT 

This thesis begins with a discussion of the theory behind free trade, and then 

examines some of the political rhetoric surrounding current free trade negotiations. This 

rhetoric ignores the potential pitfalls of free trade, and alternatives which would lead to 

more balanced development. The U.S.-Mexico FTA is placed in global perspective, with a 

discussion of the GATT. The maquiladora industry, dominated by multinational 

corporations, is presented as a "sneak preview" of free trade. This agreement would 

generate multiple realities, in that it would mean different things to different groups of 

people; it will have numerous negative effects, especially on Mexico's rural population. The 

ideological rhetoric obscures the fact that a primary result of free trade will not be broad 

economic development, but rather further polarization of society and the enrichment of 

certain vested interests. 
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Were all nations to follow the liberal system of free exportation and free importation, the 
different states into which a great continent was divided would so far resemble the different 
provinces of a great empire. (Adam Smith, quoted on frontispiece, Armitage-Smith 1898) 

Adam Smith, David Ricardo, and the others are assumed to be uncompromising advocates 
of laissez-faire. In fact, these authors engaged in a subterfuge. While publicly promoting 
laissez-faire as an ideology that would give capital absolute freedom of action, it also called 
for intervention of one sort or another to coerce people to do things that they would not 
otherwise do. (M. Perelman, quoted in Kanth 1986:173) 

INTRODUCTION 

Mexico, Canada, and the United States are currently negotiating a free trade 

agreement that would create the largest, richest free trade area in the world, combining the 

productive and consumptive forces of 360 million people and a cumulative GNP of $6 

trillion. An agreement would involve complex economic, political, environmental, and social 

issues, which deserve a balanced, rational analysis, especially if an FTA produces a fraction 

of its promised sweeping effects. The debate over free trade, however, has been 

characterized by a polarization of sides, each promulgating and defending overstated views, 

unfounded predictions, dogmatic statements, and logically inconsistent and historically false 

positions which are, ultimately, ideologically rooted. 

This thesis attempts to address three sets of questions: (1) What is free trade? 

Under what conditions did it enter the mainstream of Western economic thought? How are 

the principles and ideology of free trade currently employed in international trade relations? 

(2) Why are the U.S. and Mexican governments pursuing an FTA? (3) What are the likely 

effects of an FTA, based on the experience of the border region and the maquiladora 
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industry?1 

Before continuing, I should make my own position clear. I agree with the rarely 

voiced middle position that free trade will have both positive and negative effects on the 

populations of the three countries. Some kinds of employment will suffer in Canada and 

the United States, being displaced toward Mexico. From a pragmatic point of view, this is 

good for Mexico: in the short term some jobs are better than no jobs. On the other hand, 

there is no reason to believe that a purely pragmatic approach to trade policy based on the 

exigencies of the global trading system and resignation to the status quo based on an 

uncritical acceptance of Smithian and Ricardian theory will lead to balanced economic and 

social development. In the current highly-charged political and desperate economic 

environment, however, the alternatives are being ignored. 

In the first part of this paper, I will discuss Adam Smith's concept of free trade, and 

David Ricardo's law of comparative advantage. Comparative advantage (known in the 

vulgar press as competitive advantage) has been invoked to justify and promote a particular 

international trading regime, rationalizing the consignment of some countries to the 

production of labor-intensive goods in low-paying jobs. In the following sections, I will 

undertake a brief examination of the current trends in international trade, in order to place 

1 This topic and the issues that these questions raise are increasingly important to 
economic anthropology. In 1967, George Dalton wrote that "[n]either the problems of 
interest nor the methods of analysis are the same in economics and economic anthropology" 
(Dalton 1967 [1965] :276). While this statement is still largely true, the gap between the 
two disciplines is closing, as more development and agricultural anthropologists spend time 
in the field, and economic anthropologists turn more to economic phenomena in the home 
countries (Gladwin 1989:395). The "new economic anthropologist" must have a grounding 
in economic theory, while the "new anthropological economist" must learn to do fieldwork 
(Gladwin 1989:424-425). 
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the proposed FTA in context, in reference especially to world-system theory. Having 

described free trade and placing this treaty in context, I will focus on the maquiladora 

industry. As part of the Border Industrialization Program, this industry offers tax and tariff 

breaks and other incentives to companies that assemble products for export.2 I argue that 

this program, operating since 1965, provides a some insight into the potential impact of an 

FTA. Finally, I will present the potential effects on the people of the countryside, through 

an examination of the impact of trade liberalization and the strategy of production for 

export on the smallholders of Mexico. 

IDEOLOGY, ANTHROPOLOGY, AND FREEDOM 

Anthropology has a role and a contribution to make in the free trade debate because 

of its interest and expertise in the analysis of cultural institutions. Institutions shape our 

lives, permeating our existence with a logic of their own through which we find meaning 

(Douglas 1986). It is institutions, primarily the federal governments of the United States 

and Mexico, that are discussing, and will possibly implement, the free trade agreement. The 

United States government, under the Bush administration, and the Mexican government, 

under Salinas and the PRI, each have their own motives and methods. The Republican 

party is understood as the party of the wealthy and the privileged, conservative, and pro-

business. The PRI is repressive, entrenched yet embattled, and corrupt. I cannot devote 

space to an analysis of these governments and political parties, but it is they who represent 

their countries in these negotiations, they who define and enact national policies and 

2 Since 1989, up to 50% of the products could be sold in the interior (Banamex 
1990b:148). 
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political agendas, and it is to them thai I am referring when I discuss the actions, 

statements, and philosophies of Mexico and the United States throughout this paper. 

Instead of looking at these political parties themselves, I will concentrate on the theory that 

informs their actions in the realms of international trade and national development, and 

how that theory is represented and misrepresented in public political discourse. 

In the past, the practice of anthropology has revolved around the description and 

interpretation of the social institutions of small-scale, circumscribed societies. 

Anthropologists have since come to realize that so-called traditional societies do not exist 

in isolation from historical and global processes, especially since the Age of Exploration 

brought European explorers to the very ends of the earth, creating a global web of dynamic 

relationships between the peoples of the world (Wolf 1982). Before European expansion 

in the 1500s, there were other vast empires, such as those centered on Rome, and located 

in China, and in Central and South America. Wallerstein calls these world-empires, one of 

the two types of world-system, marked by political but not economic hegemony. The second 

type, characterized by capitalism and arising around the year 1500 in Europe, is called a 

world-economy. 

Frank (1991) faults Wallerstein's position as Eurocentric and erroneous, precisely 

because other world systems existed before 1500 and capitalism, and outside of Europe. 

Students of Wallerstein, however, view the spread of European hegemony as qualitatively 

different. Capitalism, with a logic of its own that includes an insatiable drive for profit, 

resources, and markets, has led to the creation of a world-economy, fueled by the demands 

of capitalist accumulation. This thesis is about some of the justifications for that logic, as 

used by the institutions of government that control our destiny. 
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Free trade creates the environment par excellence for developed industrial capitalism 

to realize its goals. Freedom of trade, however, should not be confused with other, 

individual-based freedoms, such as political freedom or personal liberty. Freedom in this 

context does not mean the freedom from institutional constraints, but the relatively free 

operation of capitalist institutions. This will especially benefit those institutions that 

represent the most advanced and evolved manifestations of industrial capitalism, and which 

serve as glowing tributes to the highly adaptive, flexible nature of capitalism itself: the 

multinational corporations. 

The approach to social development, by which I mean rising standards of living, of 

these countries is informed by a capitalist perspective that reduces human labor to a 

productive input, and treats the environment as a free good, raw materials as infinite, and 

value as located in exchange rather than production. Free trade is the triumph and 

crowning achievement of capitalism, free at last from such hindrances to efficiency and 

profit maximization as tariffs and quotas. 

Arguments for and against free trade are put forward by interest groups on either 

side of the fence. The champions of free trade present it as an economic panacea; its 

detractors portray it as disastrous folly. The leaders of Mexico, Canada, and the United 

States have all claimed that the benefits of free trade are necessary for the economic survival 

of their respective countries. They are selling an agenda, and so not surprisingly have 

avoided discussing the expected negative consequences of free trade for their constituents. 

Labor unions and environmental groups, on the other hand, are working hard to prevent 

an FTA. 

World trade is not, never has been, and never will be completely free; its flow is 
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Impeded at a number of levels by tariffs, quotas, subsidies, and other kinds of regulations. 

The goal of free trade is to eliminate these barriers, which exist a priori: it is not to 

perpetuate an existing condition. Although detrimental to international trade, these barriers 

serve a number of functions, chief of which is the protection of domestic industries. Every 

industrialized country has protected in the past, and continues to protect, some industries, 

while promoting free trade in those areas in which they are prepared to compete. 

Free trade and comparative advantage are presented and accepted as "facts," but they 

are, in fact, ideology, which is defined by Webster's New Collegiate Dictionary (1981) as 

"the integrated assertions, theories, and aims that constitute a sociopolitical program." The 

link between free trade theory and ideology is not new. As Rajani Kanth observes: 

Laissez-faire, free trade, natural laws and economic freedom, were all synonymous 
slogans during the early nineteenth century, not because they all mean the same 
thing but because they were all used by the same agents against the same social 
forces for the same purposes. All of these slogans wee ideological doctrines, a fact 
revealed clearly when we see the context of their application and the ease with 
which they were denied and affirmed, revoked and recalled, as it suited classical 
purposes. (Kanth 1986:176-177) 

Ideology is apparent in the free trade debate in black and white assertions loosely based on 

decontextualized free trade theory that aim to creat a favorable investment climate for 

capital, from which it is assumed social benefits will flow. This is encapsulated in the 

following quote from a popular economics textbook. "Free trade promotes a mutually 

profitable regional division of labor, greatly enhances the potential real national product of 

all nations, and makes possible higher standards of living all over the globe" (emphasis in 

original) (Samuelson 1980:651). The inherent simplicity of these ideas perhaps adds to 

their attraction, especially when powerful vested interests are involved. Rooted in history, 

these ideas continue to be drawn upon today, by institutional leaders, educators, and men 
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of economic and political power and influence. That is why the following discussion is 

germane to this thesis, and why this thesis is anthropological. I will now look at the 

historical development of free trade theoiy and comparative advantage, in order to explicate 

their assumptions. 

ADAM SMITH AND FREE TRADE 

Free trade has periodically been championed by economists since the publication of 

Adam Smith's The Wealth of Nations (Smith 1937 [1776]; Armitage-Smith 1898; Dobson 

1976). Smith's work represents the culmination of the debate about whether or not 

individuals operating according to their limited self-interest could benefit society (Myers 

1983; see also Smith 1937:l-lvi for the influence of Smith's predecessors and contemporaries 

on his thought). Smith used the metaphor of an "invisible hand" to argue that a group of 

people pursuing their own ends benefitted society as an aggregate. Social interest was 

equated with maximizing national wealth, which was simply the sum total of individual 

wealths. "By pursuing his own interest [the individual] frequently promotes that of the 

society more effectually than when he really intends to promote it" (Smith 1937:423). The 

invisible hand therefore generated benefits for society through the individual's pursuit of 

self-interest.3 Ironically, Smith mentions this invisible hand, undoubtedly among his 

greatest legacies, only once in The Wealth of Nations, and again in his other major work, 

The Theory of Moral Sentiments (Werhane 1991:101-102). This alone should indicate that 

3 West (1990:193-195) writes that there are actually two invisible hands at work in The 
Wealth of Nations: the second one stimulates private enterprise through actions undertaken 
explicitly for public welfare. 
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powerful forces have mobilized to promote this idea for their own interests. 

Smith promoted free trade specifically as part of an attack on the mercantilism, 

characterized by government interference in support of monopolists, that was beginning to 

degenerate in Great Britain at the time. Under the system which dictated that wine from 

Portugal be preferred to the cheaper and better product of France, 

[t]he sneaking arts of underling tradesmen are thus erected into political maxims for 
the conduct of a great empire; for it is the most underling tradesmen only who make 
it a rule to employ chiefly their own customers. A great trader purchases his goods 
always where they are cheapest and best, without regard to any little interest of this 
kind. (Smith 1937:460) 

The government should not be run by business nor actively promote its interests, Smith 

argued, but rather should facilitate the operation of the free market. 

The invisible hand and the laissez-faire that allows it to operate have been 

caricatured and misunderstood by subsequent economists (Werhane 1991). Unfortunately, 

it seems that these caricatures of The Wealth of Nations are invoked as the gospel of Adam 

Smith, as important subtleties that are evident in the work are ignored. A reading of Smith 

that ends with unrestricted laissez-faire would ignore his criticisms of rapacious 

businessmen, and his focus not just on economic liberty, but also on "the market... in the 

context of laws of commutative justice" (Werhane 1991:180). Smith was not arguing that 

the government should have no role, nor that it should abrogate its responsibilities to its 

citizens, but that a condition for prosperity was a more limited role for government than 

existed at that time (West 1990:14). He was arguing against a state that, through its 

activities (in assisting mercantilists), harmed most of its citizens. This is not the place to 

expound at length on Smithian political economy. I am merely pointing out that certain 

code-words have been plucked from the coipus of a great thinker, and are presented as 
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scientific fact to support current political ideologies. 

The invisible hand, it is implied in pro-FTA rhetoric, will guide us to the promised 

land of economic prosperity, where on the level playing fields of economic competition 

everyone will win. The conditions of the world trade economy, of course, have changed 

dramatically since 1776; for instance, Smith put agriculture at the top of his hierarchy of 

employments of capital (West 1990: 2-3).4 Smith could argue that under free trade, British 

cattle herders would not be harmed by the importation of Irish cattle, because the 

transportation on the hoof to market would make Irish cattle lean (Smith 1937:426-427). 

People who lost their jobs due to free trade would simply get others, since "[t]he capital of 

the country remaining the same, the demand for labour will likewise be the same, or very 

nearly the same, though it may be exerted in different places and for different occupations" 

(Smith 1937:437). These two examples from Smith's work should suffice to show that 

conditions under which he wrote no longer obtain. Improved transportation allows beef 

to travel vast distances to sate North American appetites, while the international mobility 

of capital means that workers who are laid off cannot expect to become automatically re

employed. Nowadays, layoffs may occur precisely when capital seeks more profitable 

employment in poorer nations. This is one of the fears voiced by opponents of free trade. 

More than just historical circumstances undermine the applicability of free trade to 

4 Conditions have also changed for Smith's early detractors, one of whom writes that 
"the revenue of a state arises solely from the produce of its land, and that Dr. Smith's 
arguments in support of the productiveness of manufactures are altogether illusive," and 
"Were we to have no connection at all with foreign nations, high price or low price in all 
our internal dealings, supposing those prices fixed and stable, would not affect our national 
prosperity, as the price of the subsistence of the labourer would still regulate all other 
prices"(Gray 1969[1797]:49, 66). 
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the modern world,. Smith's free trade would lead to the public good only after five 

conditions were met. These conditions, or assumptions, are not merely ignored, but 

brutalized in the current debate. To summarize from Werhane (1991:105-106), the free 

market depends on natural liberty (the absence of constraints), the rule of justice which 

protects citizens and guarantees fair play, a sense of self-restraint and prudence (since 

"selfish or greedy economic activities can damage competition and hurt the free market"), 

and coordination and cooperation prevails within the market. One salient condition which 

is not met in the U.S.-Mexico case is: 

[A] free market works most efficiently when there is competition between more or 
less equal parties in which one party does not have undue advantages not available to the 
other... perfect competition occurs only when both parties in the exchange are on more or 
less equal grounds. (Werhane 1991:105-106) 

Smith's goal was to destroy the mercantilism of eighteenth-century Great Britain by 

showing how it harmed the nation, and by proposing and promoting its antithesis, free 

trade. His ideas became doctrine and then dogma to the rising industrialist class, who 

wanted as little government interference as possible in their burgeoning businesses. This 

"hands-off' attitude toward government (unless a bailout, tax breaks, or access to resources 

are needed) persists today among modern capitalists. Smith's work is used to justify the 

self-interested actions of contemporary entrenched coiporations. Many of his ideas, in 

qualified or attenuated form, remain central today in economics: "the maximizing individual 

in a relatively free market... [remains] our basic paradigm..." (West 1990: 12, quoting 

Gordon). Even in the last few years, Smith has been vindicated, as economies of scale 

become an increasing focus in the study of international economics, the division of labor 

reaches the international level, and more countries (in Eastern Europe and Latin America) 
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turn in hope to free market mechanisms to solve their economic and social woes. 

Practically speaking, free trade is never as wide-ranging as to include all trade. If 

nothing else, certain non-tariff barriers, which protect politically sensitive industries like 

textiles or automobiles, remain in force. The U.S.-Canada free trade agreement, for instance, 

exempts cultural goods. Generally, though, free trade is deemed desirable because it lowers 

costs by expanding the division of labor and allowing efficiencies to operate-removing any 

shackles from Smith's invisible hand. It supposedly does that according to the law of 

comparative advantage. -

DAVID RICARDO AND COMPARATIVE ADVANTAGE 

Like Adam Smith, David Ricardo advocated free trade. Whereas Smith opposed 

mercantilism, Ricardo battled the landed aristocracy and sought the repeal of the Corn Laws, 

which prevented the importation of corn into Great Britain. He believed that this repeal 

would increase food imports, which would lower costs for workers and therefore improve 

profits for manufacturers, with whom Ricardo identified, and whose interests clashed with 

those of the landed gentry (Evans 1989:11; Kanth 1986).5 For Ricardo, "[f]ree trade would 

provide the basis for the expansion of industrial capital without the shackles of diminishing 

returns from land and a long-run redistribution of income to the landed class" (Evans 

1989:11). Ricardo's arguments for free trade hinged on the doctrine of comparative 

advantage, used to this day to justify international trading arrangements. In the popular 

5 As Ricardo wrote to Trower, "I contend for free trade in corn on the ground that 
while trade is free, and corn cheap, profit will not fall however great the accumulation of 
capital" (quoted in Kanth 1986:81). 
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press, it is known as competitive advantage-a phrase which the public can intuitively 

understand and identify with, as in the following statement by United States Deputy 

Secretary of State Lawrence S. Eagleburger: "What we dream of is a community in which 

each nation builds on its strengths [rather than developing new strengths- editorial note], 

discovers new competitive advantages and reaps the benefits of competition in the world 

marketplace" (Long 1991:5h). (He was discussing the Enterprise for the Americas Initiative, 

which is Bush's vision of a hemisphere-wide free trade area (see below).) 

Comparative advantage states that, all things being equal (that is, without 

impediments to trade), different areas should produce what they are most efficient at 

producing, thus exploiting their comparative advantage in one area, while benefitting from 

their partner's relatively efficient production of their most efficient good. The benefits are 

derived from: 

(i) enhanced efficiency in production made possible by increased specialization 
in accordance with the law of comparative advantage; 

(ii) increased production levels due to better exploitation of economies of scale 
made possible by the increased size of the market; 

(iii) an improved international bargaining system, made possible by the larger 
size [of the market], leading to better terms of trade; 

(iv) enforced changes in economic efficiency brought about by enhanced 
competition; and 

(v) changes affecting both the amount and quality of the factors of production 
due to technological advances. (El-Agraa 1989:10-11) 

Comparative advantage is a refinement of the doctrine of absolute advantage, which 

states that countries should restrict production only to those goods which they can produce 

more cheaply than their competitors (see Samuelson 1980:626-636)).6 As countries exploit 

6 As an example of absolute advantage, if Mexico can produce corn at $10/ton and 
automobiles at $5000 each, while the United States produced those items at $20/ton and 
$4000 each respectively, then Mexico should produce just corn, and the United States just 
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their absolute advantages, increased efficiency in production is supposed to lead to increased 

real wages everywhere, because goods would require fewer hours of labor to produce 

(Samuelson 1980:629). As put by Vera Pavlakovich of the University of Arizona Division 

of Economic and Business Research, "If there are no barriers, you increase trade, and you 

make better and cheaper products for everyone" (Arizona Daily Star 1991a). 

..Comparative advantage is a necessary next step, because some countries enjoy 

absolute advantage in producing nearly everything. Ricardo showed that output would 

increase even if countries were at an absolute disadvantage in all areas of production-that 

is, if labor productivity is lower in Country A than Country B for all products-because, 

according to the theory, all countries have a relative, comparative advantage in producing 

something. His classic example, following Smith, concerned the textile-wine trade between 

Great Britain and Portugal. To use another example, if a Mexico produces beans twice as 

efficiently as corn, while the United States produces beans 1.5 times as efficiently, even if 

one of the countries produced more of each good per unit of labor than the other country 

it would increase world output and be profitable for traders if Mexico produced beans, 

which it then sold to the United States for corn. The United States would produce just corn, 

to be exchanged for beans (see Samuelson 1980:670ff). 

Several practical matters concerning comparative advantage reveal its disadvantages 

as a policy tool. First, taking the comparative advantage approach to trade and 

development would lock countries into their existing role or level of economic development, 

automobiles. Per unit of labor, Mexico can produce absolutely more corn than the United 
States, and so should concentrate on corn production. Total aggregate output and trade 
between the two countries would then increase. 
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since an essentially agricultural nation would never, barring substantial investment, be able 

to produce more valuable manufactured goods as cheaply as industrialized countries. 

Underdeveloped nations may find that their advantage lies in producing raw materials, 

which could lead to lower employment and more dependence on industrialized countries 

for finished products than the development of internal industry. Industrial nations could 

always choose to produce the most profitable products. Comparative advantage is a static 

model, which takes for granted a given level of economic development. As Evans writes: 

In classical Ricardian theory, the preconditions for the establishment of each trading 
unit were taken for granted — for example, the development of a capitalist national 
economy with complete internal mobility of factors and complete external 
immobility of factors. It is worth recalling that this procedure does not necessarily 
confomi with the historical conditions under which national economies were 
formed... (Evans 1989:2-3) 

The comparative advantage model contains a number of assumptions that make its 

attempted application to the real world somewhat suspect, if not untenable. In explaining 

the principle of comparative advantage with the example of trade between England and 

Portugal (producing cloth and wine, respectively), Ricardo assumes, among other things, 

that labor was the only input and was perfectly mobile within countries but immobile 

between them; there were no externalities, no transport costs, and perfect competition 

existed (Evans 1989:12).7 Comparative advantage ignores price and wage stickiness, 

balance-of-payments problems, transitional inflationary gaps, and the possibility of chronic 

7 Most of the economic models contained in Evans' book assume: (1) perfect 
competition; (2) constant returns to scale; (3) standard utility behavior; (4) domestic factor 
mobility and international factor immobility; (5) no fixed capital; (6) no joint production; 
and (7) no externalities. Although I do not have the historical expertise to judge how valid 
these assumptions were in the early 19th century, they clearly undermine the power of any 
model which relies on them in the late 20th century. 
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unemployment (Samuelson 1980:636). In addition to these assumptions and oversights, not 

all of which are realistic, there are shortcomings inherent in the theory of comparative 

advantage. For one, "it would seem that the neo-Ricardian rejection of factor endowment 

theories of comparative advantage leaves out of account well over 40 per cent of world 

trade" (Evans 1989:269). In a multilateral system, it is conceivable that some countries do 

not have a comparative advantage in any area. 

The final barrier to the efficacy of comparative advantage lies in the fact that it does 

not seem to be completely understood by those who tout its beneficent power, especially 

in areas relevant to the U.S.-Mexico FTA. According to the model, incomplete specialization 

will occur between countries of different sizes and levels of development, such as the United 

States and Mexico. Specialization in production, one of the reasons for and benefits of 

comparative advantage, will be complete in the model only for countries of the same 

economic size and consumer preference (Evans 1989:21). If, as in the case with the U.S. 

and Mexico, one country is significantly economically larger than its trading partner, "it is 

more likely that there will be incomplete specialization for the large country. In this case... 

the international terms of trade will be governed by the internal or autarcky terms of trade 

of the large country and will have nothing to do with reciprocal demand or bargaining 

power" (Evans 1989:22). Discussions of comparative advantage emphasize the case of 

complete specialization. In fact, according to the model, country specialization would only 

occur in the smallest countries in a multi-country system, and the more countries and 

commodities that are involved, the less the tendency toward specialization (Evans 1989:26-

27,68). The most glaring omission in the comparative advantage model, in light of the fact 

that it is called upon by Mexico as necessary for economic and social development (see 
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Banamex 1990a), is that it does not discuss how countries get to an advanced stage of 

economic development. In fact, as a static model, it ignores the possibility of internal 

development. Despite these shortcomings, which lead to the conclusion that comparative 

advantage is not necessarily a valid justification of free trade between the U.S. and Mexico, 

comparative (competitive) advantage is used because it allows for the economic articulation 

of countries at unequal levels of development in such a way as to be seemingly beneficial 

to both. 

THE POLITICS AND POETICS OF FREE TRADE 

I have tried to describe briefly the circumstances surrounding the initial development 

of free trade theory to show how these ideas are rooted in particular historical moments and 

limited by their assumptions. Since their initial presentation they have come into and 

departed from favor, depending on the dictates of the self-interest of coimtries-or rather, 

of the policymakers of powerful countries fsee. for instance, Cunningham 1904; Armitage-

Smith 1898).® This historical fact contradicts some of the statements linking free trade to 

the American way of life generally, to democracy specifically, and to those ideals for which 

our forefathers fought and died. For example, John McCain, U.S. Senator from Arizona, 

8 Cunningham calls free trade a blunder, and points to the failure of the development 
of agriculture as damning evidence. "Since agriculture has not flourished under this scheme 
of policy, we are forced to recognize that this great economic development has been one
sided [that is, benefitting commerce and manufacturing]; the country has not prospered all 
round" (1904:105). His insight continues to have relevance: "The Free Trade movement as 
a political force owed its strength to the fact that it had a scientific character..." and "our 
whole attitude towards the Free Trade movement must greatly depend on our view as to the 
reliability of Economic Science as a practical guide in political life" (ibid:l,4). He also 
discusses American protectionism, as a rational cost of building up an independent political 
community (ibid:10). 
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said of the agreement: 

The United States should be no more inclined to modify our advocacy of free trade 
than we were our advocacy of free elections... A North American Free Trade 
Agreement is merely the most recent reaffirmation of values the United States has 
been dedicated to since our inception as a nation." (emphasis added) (McCain 1991) 

To put the present hallowed status of free trade into historical perspective, it should 

be noted that our nation has also been periodically devoted to protectionism, and currently 

is not the selfless white knight of trade liberalization that such rhetoric would have us 

believe (see Armitage-Smith 1898, chapter seven on the growing protectionism of the United 

States). This statement is especially suspect when one realizes that most of the revenue of 

the young American republic was derived from tariffs. Up until 1913, and the ratification 

of the 16th Amendment to the Constitution (which allowed income taxation), tariffs 

provided between 50 and 90 percent of all federal income (Dobson 1976:1). Although 

more recently tariffs have supplied only one to two percent of federal income, to ignore 

their role in the development of the American economy reveals either a poor grasp of tariff 

history, a case of institutional amnesia (Douglas 1986), or an instance of collective 

forgetting for political purposes (Andrea Smith 1992). 

Bush, meanwhile, will not let petty, election year, political considerations block FTA 

negotiations, because an agreement "is right and... is best for the American people... We are 

not going be be dissuaded by political pressures in the United States. I remain convinced 

that a good agreement... is in the interest of the worker" (Arizona Daily Star 1992a:4a). 

He "foresees an entire American community of free-trading nations, from Alaska to 

Argentina, which will set an example against the forces of protectionism" (emphasis added) 

(Long 1991:5h). The intent in relating these quotes is not to pillory the Administration, but 
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rather to show how extreme dogmatic positions, perhaps necessary in the practice of 

national and international politics, are passed off as fact, when they are flatly wrong or 

simply untenable for a host of reasons. The "forces of protectionism" are evil, un-American, 

contemptible, but only when they protect industries that it is not in the American (business) 

interest to protect. 

Ricardo's 1817 theory of comparative advantage was attacked as early as 1841 by 

Friedrich List, who claimed that infant industries that could not compete freely in the short 

term might provide long term advantage (Chirot and Hall 1982:87). This is one of the 

sources of opposition of world-system theorists to free trade, which both benefits the 

advanced industrial countries and slows the development of poorer countries (Chirot and 

Hall 1982:87). This "infant industries" argument has been periodically invoked as a 

justification for erecting trade barriers and influencing protectionist trade policies, and takes 

Ricardo's static model assumptions to task for avoiding the realities of world trade (see 

Evans 1989:47). With the exception of Great Britain, no country, including the United 

States and Germany, has been able to develop its industrial base without some form of 

protection. The United States has been alternately protectionist and an advocate of free 

trade, depending on its relative ability to compete in world markets (see Dobson 1976).9 

Aligned on the other side of the debate are labor groups and "protectionist" 

politicians, who fear the loss of jobs to Mexico, and have vigorously attacked the FTA. 

According to Representative Dick Gephardt, "What's at stake are our jobs, our wages and 

9 The first tariff act of the United States, which became law on July 4,1789, articulated 
the several goals of this and subsequent tariffs, stating that it was "necessary for the support 
of government, for the discharge of the debts of the United States, and the encouragement 
and protection of manufactures..." (quoted in Dobson 1976:8). 
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our national destiny" (Tumulty 1991:1a). The AFL-CIO has produced various figures on the 

number of jobs that would be lost, ranging from thousands to over a half a million in the 

first decade of the agreement (Epstein and Zane 1991:2a). 

Despite these and other periodic assaults on free trade, and despite their 

shortcomings, it has been embraced by current policymakers in the U.S. and Mexico: it is 

presented as the only alternative to economic collapse and social disaster, or worse-falling 

behind the Japanese and Europeans. Their arguments are repeatedly being hammered home 

in the media, and can be summarized as follows. 

1. Free trade is necessary to make North American industries competitive in the 

world market, especially in light of the perceived threats of a unified European Community 

and impressive and intimidating Japanese economic success. The alternative, according to 

President Salinas, "is economic domination by Japan and Europe" (Arizona Daily Star 

1991b). Increasing competitiveness means lowering costs of production and increasing 

labor productivity. It means moving some or all production to Mexico, where labor rates 

are about one-tenth U.S. rates, and productivity comparable or higher. 

Mexico's comparative advantage is based on its vast, cheap, productive pool of labor, 

which, according to one set of arguments, would be wedded to U.S. technology and capital 

to produce cheaper goods for the international and domestic markets. Those U.S. firms that 

are in a position to invest in Mexico and tap into that labor force will be the primary 

beneficiaries. Carried to its logical extreme, the U.S. would stop "producing" (i.e., 

employing) unskilled labor, because Mexican labor would provide a more efficient, cost-

effective "input," while Mexican companies would stop trying to produce technology, since 

they would have access to U.S. technology. Industries based in the United States would 
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gain cheap labor, at the expense of the American workforce; Mexican companies would gain 

technology, at the expense of their own development. In ways, this agreement would not 

meet many of the a priori assumptions of the Ricardian model. For instance, it would result 

in U.S. investment in Mexico (in fact, this is a hope of the Mexican government), while in 

the Ricardian model capital is not internationally mobile. It would take place between 

dramatically unequal partners. Actually, this inequality in investment capital and wage 

structure drives the negotiations. This investment raises a series of problems in the areas 

of sovereignty and internal national development, which Mexico has dealt with before by 

nationalizing industries and confiscating land and capital equipment (see Cockcroft 

1991:131ff). 

If mere competitiveness is not enough, consider the evaluation of Carla Hills, U.S. 

Trade Representative. In addition to denying that free trade would cost jobs—in fact, by 

increasing exports it will add jobs-free trade will keep trade lanes open "so that our 

businesses can be supercompetitive and we can guarantee to every American a job" (Arizona 

Daily Star 1991d:6a). 

This argument raises the important and increasingly difficult question: what is an 

American, or a North American, company? The entities that will benefit the most from a 

free trade agreement, namely multinational corporations, are the most difficult to classify. 

What is good for General Motors is good for the country only to the extent that General 

Motors hires American workers. When gigantic corporations develop production facilities 

around the globe, designating them as American companies becomes almost meaningless. 

Would Honda or Toyota, with plants scattered throughout the United States, become 

American companies by moving their boards of directors to the United States? American 
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competitiveness, then, really means the competitiveness of those usually enormous 

companies that are in a position to take advantage of the free trade agreement. With that 

clarification, and without reference to the national economic welfare of any country, free 

trade will indeed improve North American competitiveness. 

2. It is better for jobs, which are leaving the United States anyway, to go to Mexico 

than Asia, since Mexicans spend most of their foreign currency in the United States. This 

is the "make the best of a bad situation" argument, since it admits that jobs are leaving. It 

is not commonly made, except along the border region, where Mexicans can easily buy 

goods in the United States. It has been made by U.S. Commerce Secretary Mosbacher, who 

said that it was better for companies to move operations to Mexico, rather than move 

farther away (Healy 1991). His sentiments are echoed by Julian Nava, former U.S. 

Ambassador to Mexico, who points out that it is far better to increase all forms of trade 

between the United States, Canada, and Mexico, and it is better to have work done in 

Canada and Mexico than in Asia (Nava 1991). 

The problem with this argument is not that it is untrue, but rather that it denies that 

anything constructive could be dene to keep jobs in the United States. The government 

cannot directly force companies to remain in the United States, of course, but the American 

market remains among the largest and richest in the world. The government could use that 

carrot, and the stick of, for instance, tariffs, to mitigate a process that is admittedly 

undermining the American economy. The official reaction to the flight of jobs amounts to 

a federal shoulder shrug, coupled with a cry for free trade. 

3. Free trade will absorb Mexican labor, reducing the flow of migrants across the 

border, and creating a market for American goods. On the Mexican side of the border, 
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officials from communities that have been decimated by migration look to free trade to 

stimulate the local economy enough to keep people home (Arizona Daily Star 1991e; see 

Kemper 1977). Salinas himself has warned that "millions of Mexicans will flood the Texas 

and California areas if the treaty is not approved" (Arizona Daily Star 1991b). Despite such 

crude attempts to frighten Americans with the vision of millions of hungry, poor Mexicans 

trying to take their jobs, and otherwise making life unpleasant, increasing numbers of 

researchers think that an agreement would take years, if not decades, for Mexican wages 

and employment to reach the level where the United States would not draw people (Arizona 

Daily Star 19911). About one million Mexicans are caught trying to cross the border every 

year (Arizona Daily Star 1991e); millions more do not try, but still need jobs. Rising 

Mexican wages, however, comprise only half of the dynamic equation. American wages 

would drop, along with the demand for labor, as industry shifts south. The rhetoric states 

that jops would appear, and wages rise, in Mexico; it overlooks the concomitant (at least 

in the short term) loss of jobs, and the depression of wages that should follow, in the 

United States. 

Again, the problem is not that the argument is totally misguided, but rather 

incomplete, and it reveals some of the logical inconsistencies of free traders. Any Mexican 

labor that will initially be absorbed will be at the expense of American workers. The goods 

newly competitive American companies would theoretically sell to the expanding Mexican 

market would actually be made by these newly employed Mexican workers. One of the 

reasons given for the U.S. pursuit of free trade is that it will staunch the flow of 

undocumented workers from Mexico. Labor, like capital in the Ricardian model, is not 

internationally mobile, either. I am not arguing that economic growth is a zero-sum game 
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in the long term, but in the short term, it is. Free traders want it both ways, right away. 

4. Finally, a host of benefits are presented as flowing from free trade at little or no 

cost According to President Bush, free trade will provide a cornucopia of benefits. An 

agreement would provide "more and better jobs, stimulate price competition, lower 

consumer prices, improve product quality, make food and clothing more affordable, raise 

productivity and produce a higher standard of living throughout the world" (McFeaters and 

Deibel 1991:4a). "We are going to increase jobs in this country," the President said. "We 

are going to have fewer border difficulties, which we all know exist, once we get this 

agreement through" (Arizona Daily Star 1991f). Free trade, it is held, should create trade 

and wealth, to the unequivocal benefit of all. This conclusion is based on an extrapolation 

to the actual global trading arena of models that seem to have these effects for two 

Ricardian theoretical countries under tightly defined circumstances. There is no suggestion 

that the very underpinnings of our economic system, based on eternal economic growth as 

measured by GNP, might not even be sustainable (see Daly 1977). This argument simply 

rings false, especially in the short and medium term. In the long run, some net benefit may 

be realized, but not as quickly and painlessly as some would have us think. 

These basic justifications for free trade ultimately rely on Smith's idea that economic 

freedom would result in efficiencies and profits, but more importantly that it would benefit 

society. Smith postulated that free trade leads to wealth which in turn leads to prosperity, 

and concentrated on the more purely "economic" aspects of political economy. As a 

professor of moral philosophy, however, he did not completely ignore the social side-effects 

of the policies he espoused, nor the dangers of allowing rapacious businessmen to run 

amuck, although the classical economists of the early 19th century were accused of turning 
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their backs on the pressing social issues of the day in the name of laissez-faire (Kanth 

1986). 

The classical economists had a clear political agenda, being uniformly opposed to 

the Corn Laws and Poor Laws because they hindered the accumulation of capital. Kanth 

(1986) writes that this belief generated support for laissez-faire, and had the classical 

economists determined that their ends could be better served by other means, they would 

have jettisoned laissez-faire altogether. As it happened, they found the concept useful to 

undennine the old aristocratic, landowning, mercantilist order in favor of the rising 

industrial capitalists. Neoclassical economists, on the other hand, ignore the relationship 

between policy decisions and their work, concentrating on efficiencies for their own sakes 

as inherently desirable. I suppose this is related to the attempt to raise economics to the 

status of a science. Once this status has been agreed upon, policy makers can return to the 

"scientific" findings of economic theory and use them at least implicitly to reinforce and 

promote the arguments outlined above. 

Back in 1938, it was noted that "The history of the American tariffs records the 

triumph of special interests over the general welfare" (Henry J. Tasca, quoted in Dobsoh 

1986:10). The same could be said of the anti-tariff movement. The link between the 

theories which support free trade and a particular set of powerful vested interests is of 

paramount importance, because it continues today, is a major force behind the thrust for 

free trade, and fuels the political rhetoric of trade liberalization. 

TRADE DIVERSION AND TRADE SUBSTITUTION 

Even when applied to two countries, with all the assumptions accepted and third-



30 

party countries ignored, comparative advantage has serious limitations. The problems 

become more manifest as we move from 18th and 19th century theoretical models to the 

complex realities of contemporary world trade. In contrast to the static two-country model 

and many of its assumptions, a U.S.-Mexico FTA involves numerous countries ultimately, 

at various levels of development, and trading a vast array of goods. Canada, for instance, 

has a vested interest in negotiations, and a seat at the negotiating table, since the recent 

U.S.-Canada FTA is in effect being expanded into a North American Free Trade Area 

(NAFTA). These not only mitigate the potential theoretical benefits of free trade, but have 

costs as well. In this section, I will focus on the impact of FTAs, and the inefficiencies they 

can create on world trade. 

Free trade agreements have been interpreted as short term steps toward the ultimate 

goal of global free trade. In the short term, however, while they may increase trade 

between signatories, they inhibit world trade in general, and therefore may have a 

detrimental effect on world production; while they may be "trade creating" between 

partners, they may also lead to "trade diversion" in world trade (Viner 1950).10 Trade 

diversion, or trade substitution, occurs when imports from a FTA partner are less expensive 

than more efficiently produced goods from a third country, which are priced at an artificially 

10 Although Viner's work is frequently cited as expounding on the positive (trade-
creating) and negative (trade-diverting) effects of free trade agreements, he writes that even 
trade-creating unions harm the world at large in the short term. Viner writes that with 
trade creation "the outside world loses, in the short-run at least, and can gain in the long-
run only as the result of the general diffusion of the increased prosperity of the customs 
union area. Where the trade-diverting effect is predominant, one at least of the member 
countries is bound to be injured, both may be injured, the two combined will suffer a net 
injury, and there will be injury to the outside world and to the world at large." (Viner 
1950:44). 
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high level due to tariffs. This prevents the free operation, of comparative advantage, and 

therefore eliminates its theoretical benefits to global society. Trade diversion harms the 

consumer and the world economy by not permitting competition to bring the highest 

efficiency and lowest prices to the market. 

Those benefits are one reason why countries enter free trade agreements. Countries 

also seek bilateral or regional agreements to ensure access to their primary markets as 

insurance against rising protectionism. This was one of the principle motivations of Canada 

in negotiating the U.S.-Canada FTA, and seems to be behind Mexico's desire for a free trade 

agreement. For both countries, the U.S. is far and away their biggest trading partner. 

Significantly, however, much of this trade is intrafirm-that is, between subsidiaries of 

international corporations that straddle the border. About 80% of the manufacturing trade 

between the U.S. and Canada (Campbell 1991:26), and a large percentage of U.S.-Mexico 

trade, falls into this category. Such practical considerations apparently have outweighed 

longer-term concerns about being too closely tied to the U.S. market and economy. 

Canada and Mexico's reasons for establishing FTAs are symptomatic of perceived 

threats to the multilateral trading system, including the specter of trading blocs in Europe 

and America, where members of these groupings would enjoy economic privileges not 

available to outsiders.11 If free trade prevailed the world over, of course, bilateral or 

regional agreements would not be necessary. Free trade is the ideal currently aspired to, 

but in protecting their interests countries have increasingly turned to regional trade 

11 The European Community is a customs union rather than a free trade agreement. 
Customs unions erect standardized barriers to imports from third countries, while signatories 
to free trade agreements retain their own foreign trade policies. 
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agreements. This trend runs against the highest ideals (and ideology) of the world's 

primary institution for the promotion of multilateral trade liberalization, the General 

Agreement on Tariffs and Trade (GATT). 

THE GOALS AND STATUS OF THE GATT 

In the previous sections I have endeavored to show the reasons behind the 

development of the principles of free trade, and the economic problems that trade 

agreements can present. Now I will attempt to put the free trade discussions into global 

context by discussing the GATT, U.S. long-range trade policy toward Latin America in 

general, and Mexico's reasons for turning toward free trade. Each party advocates free trade 

as the ultimate goal of trade negotiations, but global free trade looks increasingly unlikely. 

The General Agreement on Tariffs and Trade was formed in 1948 as an interim 

agreement to govern international trade until a more permanent arrangement could be 

made. Currently over one hundred countries are signatories to this binding contract, 

representing nearly 90 per cent of the world's merchandise trade (GATT 1990b:ll), which 

has increased tenfold since the GATT was created (Belous and Hartley 1990:15). The GATT 

works toward providing 

a secure and predictable international trading environment for the business 
community and a continuing process of trade liberalization in which investment, job 
creation, and trade can thrive. In this way, the multilateral trading system 
contributes to economic growth and development throughout the world. (GATT 
1992:8) 

The United States emerged from World War II as the political and economic leader of the 

world. It has been the driving force behind the GATT, which seeks global trade 

liberalization based on the principles of nondiscrimination and comparative advantage, and 
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"transparency" in international trade, meaning that only tariffs, and not nontariff barriers 

like voluntary restraint agreements and quotas, should be used to protect domestic 

industries (Belous and Hartley 1990:4). 

Developing countries have argued that the GATT has reduced barriers only on those 

goods that developed countries have an advantage in producing, while retaining high 

barriers for those goods that developing countries export, like agricultural products, textiles, 

and simple manufactures (Grubel 1977:187), despite the contention of the GATT that a 

"significant part of the GATTs purview is committed to the economic growth of the 

developing and, particularly, least-developed countries" (GATT 1990b:ll). 

America's role and goals in the GATT evolve with its position in the global economy, 

as well as its internal economic and political climate. The United States has led the GATT 

since its inception. Mexico, on the other handed, joined the GATT only in 1986, marking 

a radical departure from its economic policies of earlier decades. The circumstances 

surrounding Mexico's accession are discussed below. 

As it nears the end of the Uruguay Round, the most recent of a series of meetings 

designed to promote global trade liberalization, the GATT is being threatened on various 

fronts: by French agricultural subsidies, and by the rise of bilateral agreements and regional 

trading blocs, in Europe, Asia, and North America. The sometimes strained relationship 

between these mutually antagonistic systems of trade-multilateralism and regionalism, 

based on economic liberalization and economic nationalism, respectively-is frequently 

glossed over, as bilateral agreements are touted as stimuli to the multilateral process. In 

fact, they are more of a hedge against what some see as the imminent collapse of the GATT. 

Even as FTAs threaten the global system, countries are exploring bilateral and multilateral 
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trade agreements to protect themselves should the Uruguay Round fail, as it looks like it 

might. In 1992, the EC will become integrated economically, and will form a large, wealthy, 

powerful trading bloc. The United States and Canada already form another one. The 

United States wants the Uruguay Round to succeed in its primary goal of opening markets, 

but like other nations is not willing to count on it. 

The growing popularity of bilateral free trade agreements and threatens multilateral 

attempts at international trade liberalization in several ways.12 First, it diminishes the 

clout of group-based (GATT-based) decisions to have some participants (especially the 

United States) striking their own bilateral deals on the side. Second, FTAs raise legitimate 

fears that those not involved in particular deals will have greater difficulty penetrating 

markets. For outsiders, the specter of a "Fortress Europe" or a "Fortress North America," or 

any other trading blocs that develop as a result of non-global agreements, is unnerving. 

When actually ratified, regional agreements raise questions about the level of confidence 

and commitment signatories feel toward multilateralism. This is especially the case when 

the United States is involved. The mood in the United States, however, has been changing 

recently, primarily because of frustration at the results of the Uruguay Round, which has 

been characterized by slow, complex negotiations that produce rules that are either 

inadequate or inadequately enforced (Schott 1989:7). The GATT is not able to address 

important issues in "postindustrial" trade dealing with intellectual property and services; it 

is, in ways, outmoded (Schott 1989:6-7). The GATT, out of perhaps excessive pragmatism, 

has undermined itself by virtue of the fact that free trade agreements are allowed at all 

12 From September 1988 to February 1989 alone, sixteen bilateral agreements were 
signed (GATT 1989:102-105). 
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under Article XXIV, and that there are over 200 measures allowing for "gray areas" that 

inhibit international trade, such as voluntary restraint agreements and orderly marketing 

arrangements (Schott 1989:8). The framers of the GATT believed that global trade 

liberalization would increase trade, but realized that some provision had to be made for 

bilateral agreements as well. Hence, they incoiporated Article XXIV in an attempt to at least 

have some knowledge if not oversight over the forging of agreements that undermined their 

stated goals. 

According to GATT article XXIV:8(b), which has been used or abused in establishing 

free trade areas contrary to the goals of the multilateral trade negotiations, a free trade area 

is a "group of two or more customs territories in which duties and other restrictive 

regulations of commerce ... are eliminated on substantially all the trade between the 

constituent territories in products originating in such territories" (United States International 

Trade Commission (USITC) 1988:1). Article XXIV contains a three part test for the legality 

of the creation of a free trade area, customs union, or some other form of economic 

integration. 

First, the bloc or free trade area must include a substantial amount of all the 
merchandise traded between nations inside the bloc or area. Second, the nations 
that form the bloc must go through a process of notification with the GATT. Third, 
the bloc must not be formed to raise new trade barriers to nations outside the bloc. 
(Belous and Hartley 1990:4) 

Unfortunately for the GATT, Article XXIV has been invoked numerous times. Since 

1948, 69 FTAs and other preferential trading agreements have been submitted to the GATT 

in accordance with Article XXIV. While only four of these were judged to be compatible 

with Article XXIV, none were censured as violating GATT rules (Schott 1989:24-25). 

Exceptions to the GATT code, using this "escape clause," can be routinely won. This has 
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been possible for a variety of reasons. Jeffrey Schott of the Institute of International 

Economics cites the formation of the European Community as the watershed for Article 

XXIV. In this and other cases, political considerations outweighed strict attention to the 

rules, resulting in countries having "derogated from their MFN [most favored nation] 

obligations with little risk of response from affected third countries" (Schott 1989:25). 

Those countries which have wanted to bend the rules (or violate their spirit) have either 

been the major signatories (like the United States and the members of the European 

Community), without whom the GATT would fail, or they have been too small to really 

matter to world trade. Using Article XXIV, then, nations can live within the letter of GATT 

law, while violating its spirit. The U.S.-Mexico FTA would be one of those violations. The 

administration gets around this rhetorically by claiming that the talks will further 

multilateralism. So, however, would concentrating on the GATT talks themselves. 

In addition to the problems inherent to the multilateral system, the declining 

economic position of the United States has also led to an increasing reliance on bilateral 

agreements. As American firms face tougher international competition, the pressure has 

increased for both unilateral and bilateral action to "level the playing field" (Schott 1989:7). 

With the current recession, there is a feeling that the United States has absorbed more than 

its fair share of costs in its attempts to further multilateralism, to the benefit of now-wealthy 

trading partners. 

The erosion of GATT momentum and the decline in American hegemony are not 

unrelated. The GATT has always been a reflection of "U.S. value and preference systems" 

(Belous and Hartley 1990:8), and has been criticized for being inherently weak; few 

mechanisms exist for enforcing GATT decisions, but few have been needed, since the United 
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States itself could implicitly enforce GATT decisions. As the American economy becomes 

increasingly beleagured, a more active government role in managing international trade 

rather than leaving it to "the market" seems likely. In the current climate, the status quo 

no longer is economically or politically viable, and some are even predicting the rise of 

neomercantilist policies (Belous and Hartley 1990:11). The United States has lost the ability 

and desire to actively pursue the goals of the GATT, and, perhaps more importantly, to force 

others to do the same. Instead, countries are increasingly relying on more limited trading 

agreements to serve their needs. 

. REGIONAL TRADING BLOCS AND THE EAI 

The Bush Administration sees the development of a hemispheric trading bloc as 

critical to its long-term economic strategy. The growth of blocs can be interpreted as 

recognition that free trade cannot work globally unless all countries play by the same rules. 

Barring that, free trade Utopia will only be extended to like-minded countries. 

The theory of economic benefit underlying the development of regional trading blocs 

is strategic trade (Belous and Hartley 1990:4). Strategic trade implies that trade policies, 

investment strategies, government activities, and other forces can affect a nation's 

comparative advantage (Belous and Hartley 1990:4). Close government oversight can lead 

to economic growth, as attested to by the economic success of the East Asian Newly 

Industrialized Countries (NICs) (Deyo 1987; Harris 1992). 

One policy option suggested for the United States is to combine the economic 

liberalism espoused by classical economics and the GATT, and the economic nationalism of 

strategic trade (Belous and Hartley 1990:14-15) in a two-tier system, in which liberalism 
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would reign within a bloc. This is what the Bush Administration appears to be doing as it 

pursues the Enterprise for the Americas Initiative (EAI). 

President Bush introduced the EAI, a plan for hemisphere-wide trade liberalization 

and economic development, on July 27, 1990. In his remarks, Bush articulated the 

administration's views of free trade, and drew connections between political and economic 

liberalization. The future of Latin America, he said, lies with free government and free 

markets. 

The EAI has three components, dealing with the stimulation of trade and investment, 

and the reduction of debt. 

To expand trade, I propose that we begin the process of creating a hemisphere-wide 
free trade zone; to increase investment that we adopt measures to create a new flow 
of capital into the region; and to further ease the debt-the burden of debt-a new 
approach to debt in the region with important benefits for our environment. [The] 
overrestrictive trade barriers [that inhibited trade within the hemisphere resulted 
from] the misguided notion that a nation's economy needs protection in order to 
thrive. The great economic lesson of this century is that protectionism still stifles 
progress and free markets breed prosperity. (Bush 1990) 

By the one-year anniversary of the introduction of the EAI, the administration has 

signed one multilateral and eight bilateral framework agreements dealing with trade and 

investment (Bush 1991). On the first anniversary of the initiative, framework agreements 

were signed with Nicaragua and Panama, and negotiations were continuing Guatemala and 

the 13 nation Caribbean Community (Caricom). Needless to say, these negotiations and 

agreements have not taken place in a vacuum. It is clearly beyond the scope of this paper 

to properly contextualize each of these agreements, although the problems cited above 

concerning free trade and comparative advantage apply to each of these countries. The 

U.S.-Mexico trade agreement can thus be seen not as an isolated event, but as one piece of 
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a larger puzzle, situated in a large and growing movement toward regional free trade 

agreements. The relevant point is that the ideology of free trade is, in a sense, sweeping 

the globe; witness the developments in Eastern Europe and the (former) Soviet Union in 

the past few years. In the next section, I will look at Mexico in the GATT, and the U.S.

Mexico FTA agreement with reference to world-system theory, as we move closer to drawing 

conclusions about the probable causes and effects of the FTA. 

THE MEXICAN ECONOMY AND THE U.S.-MEXICO FTA 

The Mexican economy has undergone dramatic liberalization in the last decade, as 

its leaders turned from a stategy of import substitution and protectionism to an export-

oriented strategy, after dependency theory-inspired policies led the nation to the brink of 

economic and social collapse. Under Salinas, Mexico joined the GATT in 1986, and since 

then has slashed import tariffs from an average of about 50% to an average of under 10%, 

while pursuing a strategy of privatization (Weintraub 1991:57). The maximum tariff level 

fell immediately from 100 percent to 50 percent; over the next thirty months tariffs came 

down to between 0 and 30 percent (USITC 1990:4-3). 

In a few years, Mexico has liberalized trade, after forty years of committed import 

protection. Where once virtually all items required an import permit to enter the country, 

now import quotas are sparingly invoked (USITC 1990:4-3). The previous strategy of 

import substitution, which encouraged domestic production over importation, was supposed 

to allow Mexican industries to develop, protected from crippling competition from 

industrialized countries (although massive foreign investment in Mexico continued 

(Cockcroft 1990)). Mexico did not change its strategy because it was "ready" or "mature" 
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enough to join the New World Order, but rather because the previous strategies of import 

substitution industrialization and an over-reliance on oil exports failed to provide a 

diversified (and viable) economy and positive social benefits. 

According to David Barkin, and in contrast to those who blame Mexico's problems 

on parastatism and heavy regulation, the economic crisis of Mexico that came to a head in 

1982 was the result of thirty five years of successful capitalist development, which initially 

saw food production grow at the rate of 6% per year from 1940-1960 (Barkin 1991:31). 

Food self-sufficiency, achieved in the early 1960s, was lost by the end of that decade, as the 

government encouraged the production of export crops while paying billions for staple food 

products (Barkin 1991:33). Government policies resulted in urban migration, industry 

bailouts, environmental deterioration, and the noticeable power of transnational firms; by 

1982, "government finances were in shambles, [Portillo's] economic and social programs 

canceled, and the foreign debt had reached nearly $100 billion, second only to Brazil's" 

(Barkin 1991:33-34). In response to this crisis, the banks, which had served as conduits for 

capital flight, were nationalized, and the peso devalued. Unemployment rose, wages fell,13 

social welfare programs were slashed. 

It was in this milieu that trade barriers and tariffs were hacked to stimulate 

production, exports, and internal competition, while migration and international food aid 

served as "escape valves" (Barkin 1991:34). In 1986, Mexico joined the GATT, with the 

preconditions of continued liberalization. According to Barkin, the free trade agreement 

would be just another disastrous step in a development strategy being pursued since 1982, 

13 Real minimum wages fell about 60% between 1976 and 1991 (Barkin 1991:35). 
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with integration into the world market closing opportunities rather than creating them 

(Barkin 1991:31). It would cause even more unemployment and prevent government 

intervention for people who are hurt by recession and price fluctuations abroad, and the 

pursuit of profit in Mexico (Barkin 1991:30). Instead of controlling its own economic fate, 

Mexico has forfeited that control and instead now depends on foreign investment devoted 

to export production, the success of which requires access to foreign markets (Barkin 

1991:35). Mexico now sees the development of export-oriented industries as a way to earn 

foreign currency, increase employment, and comply with the GATT. 

Mexico's current "national program of industrial modernization and foreign trade" 

has four main objectives: 

1) provide industrial growth by strengthening a competitive export sector: 2) 
achieve more balanced regional development; 3) promote and defend Mexico's trade 
interests abroad, and 4) raise employment and living standards. The strategy 
consists of the 11 modernization of industry and fomenting foreign trade through 
internationalization: 2) technological development and improvements in productivity 
and quality; 3) deregulation; 4) promotion of exports; and 5) strengthening 
domestic markets, (emphasis added) (Banamex 1990a:144) 

These are worthy goals, of course, but it is interesting to note that the number one objective 

and the primary strategy revolve around foreign investment and production for export. 

WORLD-SYSTEM FORCES BEHIND FREE TRADE 

The transformation of Mexican trade policy from the 1970s to the 1980s included 

a shift from being highly protectionist to clamoring for open trade. This policy is 

culminating in an FTA, but has included maquiladoras since 1965. Underlying the 

numerous vectors of self-interest operating to promote or discredit the FTA are deeper, 

structural, historical reasons why the agreement is being pursued now. These are best 
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addressed by world-system theory. World-system theory raises the role of multinational or 

transnational corporations, which I argue have, and will continue to, derive the most 

benefits from free trade. They have been benefitting, in fact, from the maquiladora industy, 

which is essentially free trade writ small (although originally maquiladoras were not 

allowed to sell their products in Mexico). Curiously, the promises and expectations of the 

maquiladora industry are in many cases the same as those proposed for free trade. Analyses 

of the maquiladoras specifically and the "world market industrialisation" (Frobel et al. 1980) 

that they represent suggest that these promises of benefits will remain unfulfilled, the 

expectations unrealized, and the goals of economic development and growth unattained, 

should free trade be writ large. 

World-system theory (WST) divides world-economies into core-states and peripheral 

areas (Wallerstein 1974:349). World-systems are characterized by an extensive international 

division of labor, which produces disparities in wages and standards of living. Especially 

in core-states," a strong state machinery coupled with a national culture... serves as both 

a mechanism to protect disparities that have arisen within the world-system, and as an 

ideological mask and justification for the maintenance of these disparities" (Wallerstein 

1974:349). Under this international division of labor, core countries are those of the First 

World ("the advantaged areas of the world-economy" (Wallerstein 1974:349)), and control 

the economies of the world through a variety of mechanisms. Mexico is a semiperipheral 

country, meaning that it serves many of the functions of peripheral countries as far as 

producing raw materials and providing a resevoir of cheap labor, in addition to acting as 

a buffer between the core and peripheries. Wallerstein writes that 

semiperipheral areas... are in between the core and periphery on a series of 
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dimensions, such as the complexity of economic activities, strength of the state 
machinery, cultural integrity, etc... These middle areas... partilly deflect the political 
pressures which groups primarily located in the peripheral areas might otherwise 
direct against core-states... (Wallerstein 1974:349-350) 

In peripheral countries, the harshest forms of exploitation occur, as core countries tap into 

cheap labor and seek raw materials. 

WST borrowed a number of concepts from dependency theory, which in ton was 

a reaction to modernization theory. According to modernization theory, countries proceed 

through the same stages of development. National economies went through stages 

culminating in "takeoff' (Rostow 1962). Countries could achieve takeoff by certain cultural 

changes, such as the increase of savings and investment, and the more efficient use of 

resources. Rostow's work was stimulated by the belief that any nation could achieve a high 

and desirable stage of industrial capitalism, provided certain preconditions were met. 

Rostow's theory of modernization failed to take into account a number of structural 

impediments to development, which dependency theory stresses. 

According to dependency theorists, modernization, which had social as well as 

economic components, was impossible for Third World countries because they faced 

conditions unlike those that existed as First World development was proceeding-namely, 

the presence of and domination by core powers. Dependent countries are prevented from 

healthy development since their economies are crippled by a deformed, "dependent" 

capitalism (Chinchilla and Dietz 1981:140). Structural relationships between countries 

perpetuate this relationship. According to dependency theory, in unequal trade, dependent 

"satellite" countries supply cheap raw materials and unskilled labor to industrialized 

"metropolis" nations, and are forced to buy expensive finished products. Value continues 
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to flow out; no capital is left for meaningful internal investment and the economic 

development that flows from it. 

World-system theorists use the concepts of delinking and relinking to support their 

case (Frank 1983). Third world countries, they argued, showed remarkable levels of 

internal development when "delinked" from core powers. During world wars and 

depressions, when left to their own devices, these countries could develop the infrastructure 

necessary for development. With the passing of the crisis, however, they were relinked to 

core powers, and promising internal development was halted. The solution to chronic 

underdevelopment, then, was delinking from the core. Latin American countries such as 

Mexico raised high tariffs to imports, and pursued a strategy of Import Substitution 

Industrialization (ISI) to stimulate factory construction, foster internal market development, 

and ultimately achieve a balanced economy. The economic condition of the Third World, 

however, continued to deteriorate, as scholars groped for an explanation and a remedy. 

Mexico now repudiates ISI, in favor of trade based on comparative advantage. 

In the past, the government adopted protectionist measures and made using capital 
artificially inexpensive, while supporting sectors considered strategic. Today, we are 
aware that this approach is a dead end: the protective apparatus has been 
dismantled and attempts are being made to eliminate those distortions hindering an 
efficient use of resources. We face increased competition from abroad, which 
demands producing at international levels and, most important of all, making 
maximum use of our comparative advantages, (emphasis added) (Banamex 
1990a:142) 

Dependency and world-system theory take issue with the arguments for free trade, 

claiming that the benefits of "comparative advantage" are not actually realized by developing 

countries. In fact Raul Prebisch, one of the founders of dependency theory, attributed 

underdevelopment to the system of international free trade, which had turned the terms of 
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trade against Latin America in the name of comparative advantage (Klaren 1986:14). The 

center kept the periphery in the inferior position of being simply a producer of primary 

goods; comparative advantage was never allowed to properly operate, and imported goods 

prevented the development of any domestic manufacturing (Klaren 1986:18-19; Chirot and 

Hall 1982:91). Frank writes that "The expansion of Buenos Aires as a satellite of Great 

Britain and the introduction of free trade in the interest of the ruling groups...destroyed the 

manufacturing and much of the remainder of the economic base of the previously relatively 

prosperous interior almost entirely (1969:12). World-system and dependency theorists 

agree that free trade perpetuates unequal levels of development (Chirot and Hall 1982). 

World-system and dependency theory state that peripheral countries are kept in that 

position for as long as possible by core powers, which continually suck profit out of the 

periphery to maintain their hegemony. Hegemony is cyclical and ultimately transient, and 

many theorists feel that America's power is waning. According to WST, cycles of hegemony 

can be identified throughout history (Shannon 1989:120). Upward cycles of nations are 

marked first by an increase in productive efficiency, followed by commercial and financial 

dominance. This hegemony has a military component, as well. The United States is 

presently experiencing declining hegemony, which is characterized first by a decline in 

productive efficiency, followed by the loss of commercial dominance, and finally the loss of 

position as the center of world finance (Shannon 1989:123). The question remains which, 

if any, nation will rise to a hegemonic position next. 

The United States' loss of hegemony has ramifications for the world order, but also 

can explain the drive toward bilateral free trade agreements. Countries enjoying hegemonic 

maturity are likely to press for multilateral trade liberalization, since they have the most to 
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provide broad domestic consensus for foreign policies that emphasize political and military 

interventionism and free trade" (Shannon 1989:129). As countries decline, a struggle 

ensues between those who benefit from free trade, and those who want increasing 

protectionism. The "forces of protectionism" find themselves linked to the cause of 

economic nationalism, notable in the campaign rhetoric of presidential candidate Patrick 

Buchanan. Should they cling to the free trade philosophy of the past, they are reduced to 

forging bilateral agreements, since they no longer have the power to impose their will on 

the world at large. "Declining hegemony creates conditions that favor the creation of 

exclusive, bilateral trading patterns between the core and the periphery" (Shannon 

1989:127). The fact that the United States is turning toward bilateral agreements, and 

away from the GATT, is symptomatic, then, of its weakening global position. 

While the United States is a declining core power, Mexico is a semiperipheral nation. 

It is, therefore, in a subordinate position economically and politically to the United States. 

It would follow that Mexico would have to make more concessions in international 

negotiations. It does not take WST to see that Mexico is far more dependent on the FTA 

than the United States. The stakes are higher for Mexico, because of the relative sizes of 

the economies and the percentages of trade involved. Two-thirds of Mexico's exports go to 

the United States, while about 70% of Mexican imports come from the United States (Healy 

1991). Salinas, like Mulroney in Canada before him, has invested a lot of political capital 

in the successful completion of negotiations, which he used to justify his far-reaching 

reforms of the Mexican economy. Mexico is therefore more likely to agree to a final version 

that does not reflect all of its interests and concerns, while the United States can press hard 
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the other hand, Salinas is not being strong-armed into an FTA for the benefit of the United 

States (or, more accurately, business interests in the United States). Rather, it appears that 

the ruling elite in both countries share the conviction that, on balance, free trade is 

beneficial to economies and necessary for economic prosperity or, in the case of Mexico, 

survival. This belief is rooted in the Smithian economic theories outlined above. 

While WST has explanatory value at the global level, it is less able to explain what 

happens on the local, micro level. This is the main criticism of WST from anthropologists 

like William Roseberry (1989a), who claims that WST assumes that the needs of the system 

itself dictates action, and both world-system and dependency theory are deficient in their 

understanding of the role of culture. Culture and agency is ignored because the unit of 

analysis is the system itself. As capitalism's tentacles reach into the hinterlands of Mexico, 

it is assumed, people simply bow to its pressure: culture becomes irrelevant. Neither 

Roseberry nor I agree with this. Although the capitalist core undeniably does influence 

people in the periphery, WST ignores major aspects of the economic, social, and cultural life 

of these people, unique responses and various forms of resistance to capital (Roseberry 

1989a:lll). 

A related criticism is that WST concentrates on unequal exchange, rather than the 

exploitation of labor (cf. Meillassoux 1975:91). It is at this level that culture most visibly 

operates. June Nash (1979), for instance, showed how Bolivian tin miners retained a rich, 

active cultural life that provided them with a series of adaptive strategies under conditions 

of extreme exploitation, while broad, all-encompassing theories about capitalist development 

and underdevelopment would reduce them to the anonymous status of proletariats being 
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ground into the earth by the forces of international capital. Roseberry therefore sees the 

attempts of WST to explain everything as being "profoundly functionalist and reductive" 

(1989:111). 

Despite these criticisms of WST, it is instructive and necessary to see people in the 

broader historical framework than anthropology has used in the past, and to recognize the 

macrolevel linkages between economies that impact their lives (Roseberry 1989, 1989b; 

Wolf 1982). As Roseberry writes: "Anthropologists must pay close attention to the complex 

interplay of external pressure and internal response over time" (Rosebeny 1989a: 118). WST 

forces anthropology to account for the influence of larger social, economic, and political 

forces-such as international trading arrangements-on the people they study. People, 

however, have varied and uneven responses to these forces (Rosebeny 1989a:125-126). 

The role of anthropology will continue to be to learn "how these larger contexts affected 

real people in real places: what was done to those people, what they thought about it, what 

they said about it, what they did about it" (Rosebeny 1989:126). 

BEYOND WST: THE RISE OF MNCs 

Modernization theory, dependency theory, and WST are each rooted in an historical 

period, and have attempted to interpret events and relationships that continue to evolve 

today. Modernization and dependency have become somewhat dated, when the conditions 

they sought to explain changed, and their predictions did not come about because of 

unforeseen circumstances. The same thing might be happening to WST. As multinational 

corporations cut themselves free from the moorings of nation states, the idea of core powers 

as being countries may no longer apply; the international division of labor will not so 
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clearly map onto politically delineated countries. The free trade agreement will, if it does 

nothing else, increase the freedom of multinationals to move capital, resources, and profits 

across the face of the globe, relatively unhindered and essentially unregulated. 

Transnationals have been interpreted as the purveyors or handmaidens of capital (Chinchilla 

and Dietz 1981:141), carrying the message and its attendent relations of production to the 

periphery, and destroying or transforming the indigenous relations of production. It is 

perhaps more realistic to view their goals more concretely: they want to maximize profits 

in competitive markets. For this they are not to be blamed, since they are merely operating 

under the conditions and with the logic that society has dictated. This is their reason for 

existing. Currently, however, the idea of "American business" or "Japanese business" is 

becoming somewhat obsolete, as inputs from around the globe find their way into numerous 

products. This has recently surfaced in the automobile industry. General Motors and Ford 

have Mexican plants, Ford and Mazda are close business partners, and Toyotas are 

manufactured in the United States. By forging free trade agreements, the state has rendered 

the ultimate service to capital~by bowing out of the picture completely, like the modest 

mother of a superstar proudly watching her progeny conquer the world. Bush and Salinas 

could be seen more as partners working for the same clients rather than the leaders of a 

core and peripheral country. 

The rise of multinational corporations, or MNCs, is becoming paramount in the 

global economy, and anthropologists have begun to examine them (Hunt 1987). Hunt 

disagrees with both of the main anthropological approaches to MNCs. The first position, 

articulated by Wolfe (1977, cited in Hunt 1987:317), is that "MNCs are participating in the 

evolution of a new cultural-ecological system that is a qualitatively distinctive form of 
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organization at a hierarchically superior level of integration to that of the nation-state" 

(Hunt 1987:317). Another approach is for anthropologists to condemn MNCs, "mainly 

because of their perceived impact on the social and economic health of societies, particularly 

in the less developed countries" (Hunt 1987:318). A further view is that MNCs are not that 

new, but are growing in size and importance because of qualitative changes in the nature 

of international business (Frobel et al. 1980). Better communication and transportation 

make MNCs feasible, since the former allows for effective central control to be maintained, 

while the latter allows for, among other things, swift responses to changes in the global 

market. Those qualitative changes include the relaxation of restrictions and tariffs on the 

movement of goods-that is, trade liberalization. Hunt does not foresee the domination of 

MNCs of the world economy, noting that governments are loosening controls on 

international trade, but do not seem to be moving toward abdicating regulatory power over 

MNCs (Hunt 1987:354). While it is true that corporations are discouraged from dumping 

toxic wastes into mountain streams in the United States, in poorer nations the gap between 

regulation and enforcement is sometimes wide enough to drive a diesel truck through, and 

regulations can be eased if companies threaten to leave, taking precious jobs with them.14 

14 Environmental issues are complex, and unfortunately I cannot deal with them here. 
President Bush has given the environment an important position in his Enterprise for the 
Americas Initiative, and has given his "personal commitment" that, as long as Congress does 
not "tinker" with the free trade agreements he is negotiating, "concerns about environmental 
pollution, job loss and lax labor laws would prove unfounded" (McFeatters and Deibel 
1991:4a). Along with job protection, Bush "promised cheaper, better products..." (ibid). 
The Education~I mean, the Environmental President, then, encourages us to trust his lips 
on this important issue, even as Quayle's Competitiveness Council guts regulations that 
"curb growth" (growth being the most important indicator of (political) health), and the 
moratorium on more anti-growth regulations has been extended. Environmental regulation, 
like trade barriers, are not inherently bad. 



51 

Frobel et al. (1980) contribute a WST perspective to the discussion of the spread of 

multinational (or transnational) corporations. The rise in interest among corporations in 

locating plants outside of their home countries is explained as a logical step in the further 

development of capitalism. Capital, they write, has two goals which account for its laws of 

motion: the valorization of capital, and the accumulation of abstract wealth as measured 

in dollars. This book, written in the world-systems tradition, seeks to debunk the many 

beliefs, apparently sincerely held by policy makers, that free production zones (also known 

as free trade zones) and world market oriented industrialization (or production for export) 

leads to meaningful, balanced development. In fact, Frobel et al. argue that this attempt 

to stimulate development leads to the perpetuation of underdevelopment. 

For Mexico, these free production zones are concentrated in the maquiladora or in-

bond industries. Frobel et al. see in this trend the development of a "new international 

division of labour," meaning the tendency which 

(a) undermines the traditional bisection of the world into a few industrialised 
countries on the one hand, and a great majority of developing countries 
integrated into the world economy solely as raw material producers on the 
other, and 

(b) compels the increasing subdivision of manufacturing processes into a number 
of partial operations at different industrial sites throughout the world, 
where the division of labour should be understood as an on-going process, 
and not as a final result. (Frobel et al. 1980:45) 

Frobel et al. conclude that this new international division of labor has had clear, 

quantifiable, and unsavory results, which belie the myths surrounding them. The history 

of the maquiladora industry is shrouded in these myths and rationalizations. Since the 

maquilas have been used by each side in the FTA debate and have clear correlations to and 

ramifications for the liberalization of trade, they provide a case study of the effects of a FTA. 
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MAQUILADORAS: A SNEAK PREVIEW OF FREE TRADE? 

The Mexican economy, Fernandez observed, is thoroughly permeated and heavily 

influenced by American-based multinational corporations (Fernandez 1977:113). The 

consequences of the power of foreign corporations is most clearly seen in the northern 

border region, where "the proposed remedies for the national ills [that is, the operation of 

a form of free trade] are "at work"" (Fernandez 1977:113). He goes on to discuss how the 

large and increasing populations of border towns form a reserve labor pool for U.S. 

businesses across the border. 

The maquiladora industry provides an example of what free trade has done and will 

continue to do for Mexico, namely attract investment and increase dependence on the 

United States. The industry is a precursor to free trade, but will also be profoundly affected 

by a trade agreement, since special concessions will no longer be unique, and no longer 

confined to the border area. The maquiladoras have had mixed effects on U.S. employment 

and Mexican development. There is a contrast between the promises made about the 

industries and the realities that have subsequently developed, that are important to keep in 

mind for the free trade agreement, since many of the promises are the same. 

The maquiladora industry became the cornerstone of the Mexican Border 

Industrialization Plan (BIP) after the termination of the bracero (guest worker) program, 

under which Mexican seasonal migrant workers were allowed to work in the United States. 

(The bracero program had been operating from 1942 to 1964 (USITC 1990:5-13)). The 

BIP, initiated in 1965, had a number of related objectives: (1) attract foreign investment; 

(2) provide employment, especially for those who lost jobs with the termination of the 

bracero program; and (3) result in the transfer of technology and the training of Mexican 



personnel (see Valdes-Villalva 1985:164; USITC 1990:5-13). To stimulate investment, the 

BIP offered the following incentives: 

(1) tax reductions and exemptions, (2) curtailed regulatory mechanisms and 
controls, (3) low-wage, high-productivity work, (4) hazardous working conditions 
[by which I assume he means few OSHA-type regulations], (5) abnormally high 
labor-force turnover rates, and (6) an entrenched antiunion atmosphere. (Peiia 
1989:317) 

The clearest result of the BIP program, Fernandez writes, has been an increasing 

dependence of the border region on the United States (1977:128). This is perhaps most 

revealed in the growth of the maquiladora industry, and the effects movements of the U.S. 

economy have had on maquiladora employment. 

Maquiladora or maquila "generally refers to an offshore assembly operation that is 

involved in export-manufacturing processing or secondary assemblage" (USITC 1990:5-13). 

They can move goods such as raw materials, finished products, and machinery back and 

forth across the border without paying the full tariff. The only tariffs levied are on the 

value added, which has largely consisted of the labor costs of production. Exportation of 

the imported materials by the specified time is guaranteed by the posting of a financial 

bond, hence the other name for these enterprises, which are also known as "in-bond" 

industries. Initially, these were restricted to a 20-km zone along the border, but were later 

allowed in the interior of Mexico as well (USITC 1990:5-13). 

Factors leading to the phenomenal growth of the maquila industry can be sorted into 

different categories. First, the Mexican government has succeeded in its attempt to make 

investment in maquilas extremely attractive, through its regulatory procedures (or lack 

thereof). Second, events external to the maquiladora program per se have resulted in its 

growth. The devaluations of the peso made Mexican labor, cheap to begin with, cheaper 
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yet. "The average Mexican wage rate in U.S. dollars declined form $2.96 per hour in 1980 

to $1.37 per hour in 1987. As of 1986, Mexico's wage rate was below that of Brazil, 

Taiwan, Hong Kong, and Singapore" (USITC 1990:5-13). Third, developments in the United 

States stimulate maquiladora investment, as wages and the costs associated with employee 

benefit packages continue to rise in the United States. 

The basic selling points are that a docile, highly productive labor force located in 

close proximity to the United States is willing to work long hours at low wages and few 

benefits with little or no enforcement of occupational health and safety standards or 

environmental regulations. These attributes combined with the near collapse of the Mexican 

economy, which has resulted in massive unemployment and underemployment and has 

generated a nearly infinite supply of labor. Consequently, the maquiladora industry has 

mushroomed from its modest origins to now employ nearly a half a million people in about 

two thousand plants (Arizona Daily Star 1991h). 

Not suprisingly, maquiladoras have been praised by pro-business interests, and 

attacked by pro-labor groups. One of the most important benefits of maquiladoras was 

supposed to be their ability to absorb labor, and thus to provide an alternative to crossing 

the border. This indeed is the case, for the particular cross-section of the population that 

tends to get hired in them: young women (Fernandez-Kelly 1983:53). In her study of 

maquilas in Ciudad Juarez, Fernandez-Kelly found that the maquilas did not hire the 

chronically unemployed and underemployed males of the community, but instead hired 

young women who met exacting specifications. Sixty percent of the more than one hundred 

maquiladoras were devoted to electric and electronic assembly, while thirty percent 

assembled apparel (1983:48). Most workers were female, 17-25 years old, single, with a 



high level of schooling (six years, compared to the Mexican average of 3.8 years) that 

allowed them to be trained quickly and easily (1983:47-52). Since the work is boring and 

leads to physical deterioration (for instance, optical nerve disorders and other problems 

brought about by a disregard for worker health and safety (Peiia 1989:325)), there is a high 

turnover rate, with the average job lasting three years (1983:67-68). This high turnover 

spares the maquiladora operators the expense of severance packages mandated by the 

Mexican constitution. 

Contrary to its initial goal of absorbing workers, the maquilas have not lived up to 

promises and expectations (Hansen 1985:6; Pena 1989:323). Instead of employing the 

target population of males, maquilas employ predominantly a female labor force in short-

term situations paying low wages. The number of jobs promised have not materialized, 

worker training has not occurred, nor has any effective technology transfer been realized. 

The program has failed to improve living standards, and may even lead to deteriorating 

standards of living in the border region since it attracts far more people than can be 

employed and supported by the strained infrastructure (Peiia 1989:324). Maquiladoras 

were supposed to keep money in the Mexican banking system, which would be used for 

internal development; they have ignored this regulation (Valdes-Villalva 1985:160). 

Maquiladoras have been accused of exploitation, worker harrassment, and extreme 

environmental abuse. Despite the poor working conditions (by U.S. standards) of many 

maquilas, however, these jobs are among the highest paying in Mexico. Mexican state 

governors eagerly court maquiladoras for the employment they represent (Valdes-Villalva 

1985:160). People continue to flock to the border region both for the maquiladoras and 

the possible opportunity to work in the United States. Between 1980 and 1988, Agua 
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Prieta, the Sonoran town across the border from Douglas, Arizona, and home to 24 

maquiladoras in 1988, grew from 40,000 to between 60,000 and 70,000 residents 

(Rosenblum 1988b:7b). In the process, the infrastructure of border towns is strained to the 

cracking point, as people gather in squatments, and live in misery and "crushing poverty and 

have raw sewage running in the streets" (Sister Susan Mika, president of the Coalition for 

Justice in the Maquiladoras, quoted in the Arizona Daily Star (1991b:4b)). Free trade, its 

proponents argue, will alleviate this kind of misery, keep Mexicans from trying to cross the 

border by providing them with satisfactory employment, take care of the environment, and 

increase everybody's standard of living by producing cheap consumer goods along with 

maximum employment. How will it do these things? The same way the BIP program was 

supposed to: by attracting investment and providing jobs! 

Some of the macroeconomic goals of the maquiladora program have been met or 

surpassed. Upon opening in 1965 with 12 maquilas, the industry grew to 620 plants 

employing 119,546 workers by 1980. The average growth rate of new jobs from 1965 is 

over 17% a year, at a time when the domestic manufacturing industry experienced an 

average 1.2% decline during the same time (Banamex 1990b: 146). A series of peso 

devaluations made investment in Mexico increasingly inexpensive, and therefore increasingly 

profitable, through the 1980s (USITC 1990:5-13). In 1988, maquiladoras employed 310,000 

workers (50,000 more than the year before), and wages paid to those workers were the 

second-highest source of foreign currency, after oil and before tourism (Rosenblum 1988b). 

In 1989,1,699 maquila plants employed 443,682 people (USITC 1990:5-13); by early 1992, 

there were almost 200 more maquilas and 7,000 more employees (Arizona Daily Star 

1992c). These plants were "concentrated in the manufacture of electric and electronic goods 
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(27.8 percent of total), textiles and apparel (15.0 percent), furniture (13.4 percent), and 

transportation equipment (8.4 percent)" (USITC 1990:5-14). The industry accounted for 

twenty-five percent Mexican exports to the United States, worth $3.4 billion in 1990 

(Arizona Daily Star 1991g, 1992b). 

The growing importance of the maquiladora industry as a source of foreign exchange 

and in the development of an industrial base led Mexico to relax the rules governing the 

industry. "The new Maquiladora Decree promulgated in December 1989 revised and 

liberalized all previous regulations covering the industry" (USITC 1990:5-13).1S It allows 

for up to 50% of the total value of exports to be sold on the domestic market, promotes the 

development of additional maquiladoras in other parts of the country (80% are located in 

the border region), and tries to stimulate the use of domestic inputs which, in 1988, 

accounted for a miniscule 1.6% of the total used in the industry (Banamex 1990b:148-150). 

The FTA is the most recent and advanced stage of an ongoing process of trade 

liberalization begun in earnest in the mid-1980s in Mexico. This process has had concrete 

results of its own along the United States-Mexican border, and has also blended with and 

strengthened other trends in Mexico. The nature and depth of these results as attributable 

to the process of liberalization is related to the degree of liberalization; we cannot say that 

foreign companies moved to the border region only and specifically because of the 

maquiladora program, but the maquiladora program's generous terms certainly encouraged 

15 For the legal aspects of the maquiladora industry, see USITC 1990a:5-15ff. There are 
three types of maquilas: captured, or mostly foreign-owned, sheltered, or wholly Mexican-
owned, and subcontracting, which are wholly Mexican-owned but managed by a foreign 
corporation. A constellation of regulations regarding permits, the limited but increasing 
ability to sell products in Mexico, recent liberalization measures, etc., are discussed in this 
ITC report. 
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the movement. If even better terms had been offered, the industrialization of Mexico's 

northern frontier would be even more "advanced" in numbers of plants and companies 

operating. 

The litany of fluctuating but consistently low wage rates, the explosive growth in 

maquiladoras, and their essential but evolving function (production for export, with 

increasing prospects for internal sales), could go on, but I think the point has been made 

without further dissection of the specifics. I have proposed that the maquiladoras can be 

seen as an experiment in free trade. Judging by their rate of growth, this experiment has 

very successful for U.S. corporations, which generated enormous profits from the 

combination of peso devaluation, low wages, and high productivity. Maquilas promote 

investment and employment, but, as with a free trade agreement, they do not specifically 

foster internal development, the training of a skilled workforce, and long-term employment. 

It would be naive to think that with the modest goals of the maquiladora industry only 

partially realized after over twenty years of operation, the colossal promises of free trade 

will quickly bear fruit. 

CAPITALISM AND THE COUNTRYSIDE 

Maquilas, being almost largely foreign-owned and operated, fall outside Bartra and 

Otero's (1987) description of the "double crisis" of the Mexican economy, which has 

undermined Mexico's efforts to both improve the welfare of ejidarios, as well as the 

sometimes antithetical efforts to rationalize agricultural production for the international 

market. People in each of these spheres of economic activity will feel the impact of free 

trade, which will benefit market-oriented producers at the expense of the peasantry. The 
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very existence of the category of peasant has come under attack ("see Roseberxy 1989a), but 

I use the term to refer to smallholders who engage in agriculture primarily for their own 

subsistence needs. 

The effects of trade liberalization have been negative for Mexican peasants, who 

have been left behind as the government's "dual track" or "bimodal" agricultural policy, 

which separated social justice (evident in such policies as land redistribution) from 

productivity (dedicated to returns on investment).16 The latter concentrates on the 

production of exportable agricultural products which predominates over the former, 

characterized by subsistence production or production of the foods Mexico needs to become, 

once again, self-sufficient. 

Bartra and Otero analyze the two different logics involved in the production of cash 

versus subsistence crops. From the 1950s, capitalist development has undermined the 

agricultural economy; the capitalist sector produces crops for export, and does not produce 

enough to eat (Bartra and Otero 1987:341). Mexico had been self-sufficient in food for 

fifteen years, but by the 1970s, Mexico needed to import food. The double crisis of the mid-

1970s occurred with the crash in prices along with the destruction of the peasantry, who 

underwent the process of "depeasantization" or proletarianization. The peasantry, however, 

has been only partially dissolved, since the peasant economy still serves a "social function" 

for capitalism (Bartra and Otero 1987:353, citing Meillassoux) in that it helps to sustain 

workers. The peasant mode of production, which is basically agricultural production for 

16 Despite Mexico's official policies concerning land redistribution and assistance for the 
peasantry, agrarian reform in Mexico has been inefficient and ineffective, easing short term 
tensions but proving to be an economic failure (Bartra and Otero 1987:360). Bartra and 
Otero think that these failures will lead to a political explosion in the longer term (ibid.). 
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personal consumption, allows peasants to work periodically in industry for less than 

subsistence wages, since capital does not have to pay for the reproduction of labor, nor the 

full support of labor during periods of unemployment. De Janvry calls this phenomenon, 

which partially but not completely transforms peasants into proletariats, functional dualism 

(de Janvry and Garramon 1977). 

Functional dualism is laden with internal contradictions, as the logic of self-

sufficiency in food production succumbs to the logic of profitability in the world market, 

leaving ejidos that "must function with capitalist rationality, but [lacking] adequate means 

of acquiring the resources to do so" (Barkin 1978:3, quoted in Kearney 1980:120-121). The 

conditions surrounding the origins of functional dualism have made migratory wage labor 

a way of life for many people in Latin America. Unable to subsist on small, poor plots of 

land, peasants are forced to seek employment in low-paying jobs in Mexico, or across the 

border in the United States. Plots are too small, inputs too poor, the land itself marginal, 

and the technology used for fanning is "traditional," with the result that ejidal land was 

never as productive (and therefore competitive) as privately held land (Gates 1988:279). 

Despite their inability to compete, ejidal land tenure continues to be the (partial) source of 

livelihood for millions of peasants. The inability of the land to support local populations 

is one cause for the massive rural-urban migration seen in Mexico and throughout Latin 

America. Another cause is the strategy of industrialization, which has "exacerbated already 

extant problems such as rural-urban drift, urban mushrooming, skewed income distribution, 

increasing regional disparities and inefficient, overprotected industries, biased towards 

import-substitution and often predicated on foreign capital inputs" (Gates 1988:282). 

There is a fundamental conflict of two government strategies, which pit production 
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against peasant interests. Warman has articulated this conflict in the phrases politica 

agricola. implying policies that focus on technocratic production orientation, mechanization, 

and state-controlled modernization, as opposed to politica agraria. which emphasizes the 

social function of land and redistribution to the landless (Gates 1988:302). These two 

strategies lead an uncomfortable coexistence which has led to a complex symbiosis between 

subsistence farming and capitalist expansion, and the "functional dualism" of Mexican 

peasants who are neither pure peasants nor pure proletariats (Gates 1988:304; Kearney 

1980:115). 

The result, for the peasantry, is a "codified marginality" (Gates 1988), arising partly 

from government programs ostensibly designed to help them, such as investment in 

infrastructure, partly by neglect, and partly by abuse. The peasantry has become a 

"modernized subsistence sector," as government investment in infrastructure is designed to 

promote private investment and increase productivity (Gates 1988:281, 302). Debt 

restructuring agreements, the necessity of diversifying away from a predominantly oil-based 

economy, the increase of luxury and food imports, and increased foreign debt (Gates 

1988:290), have combined to increase the demand for foreign currency, and have 

heightened the pressures for liberalization that is supposed to provide that currency. 

The rise of agribusiness in Mexico has stimulated the "cattle-ization" of agriculture 

at the expense of maize production (Gates 1988:283). The ethos of productivity at all costs 

(including self-sufficiency in basic foodstuffs) has triumphed over the ideals that are 

enshrined in the Constitution. The main beneficiaries of Mexican commercial agriculture 

are, of course, not the peasants, but middlemen (Gates 1988:287). The most "successful" 

ejidos, success being marked by almost complete reliance on cash crops and cattle rearing, 
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are those where the proletarianization of the peasants is the most advanced (Gates 

1988:287). 

With trade liberalization, peasants are both pushed off their land and pulled to jobs 

in the capitalist sector. Maquila jobs, which pay high wages (for Mexico), are one pull. 

The need to supplement subsistence or sub-subsistence income from peasant farms is both 

a pull and a push. Another push comes from agribusiness-either national or multinational, 

but in either case producing for export, and for that end acquiring vast tracts of the best 

land. 

Self-sufficiency in food has symbolic significance on both the individual peasant and 

the national level, but this is being or has been lost on both levels with the increases in 

industrialization and trade liberalization. The attempt to get it back stimulated new 

agrarian reform and water laws in 1971 (Gates 1988:284-287), but since then the Mexican 

government has acquiesced to dependency on foreign food as a cost of rapid economic 

growth and industrialization. The reforms, which centered on ejidos, were most successful 

where proletarianization was most advanced, but on the whole the results were 

disappointing (Gates 1988:286-287). 

In addition to changes in the productive processes potentially leading to cultural 

change, industrialization and liberalization are likely to lead to more changes in 

consumption as well. Forman and Riegelhaupt (1970) described how improved 

transportation and communication in Northeast Brazil led to the creation of a consumer 

need for certain manufactured goods. Peasants were forced into the marketplace to earn 

cash to satisfy the new demands of their families. Throughout Mexico the same process has 

probably already occurred. Since 1965, market forces and changing demand patterns led 
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to the production of more meat and poultry and the importation of more luxury goods, as 

the tastes of Mexico's urban populations evolved (Gates 1988:282). These new demands, 

the increasing needs of the domestic food and industrial crop processing industries for cash 

crops like sugar, cotton, and soybeans, and the international market demand for feeder 

cattle, fruits, and vegetables, resulted in the erosion of support for subsistence crops (Gates 

1988:282), and the dramatic (but partial) displacement of people who produced them. 

Land becomes valuable when it can produce goods, generally for export, like 

vegetables, beef, or raw materials like cotton. It can produce these goods, frequently, only 

after massive government investment in irrigation works. Irrigation changes the value of 

the land in several senses: the land can produce a profit, and the nature of the human 

relationship to the land evolves. Land becomes a commodity, something to be milked for 

profit rather than primarily a means of livelihood. The construction of a dam and irrigation 

project in Juchitan, Oaxaca, in the late 1950s had this effect of transforming the nature of 

land use (Binford 1985). Previously, precise definitions of land tenure were not important, 

and it was not deemed necessary or important to acquire written titles to land. Claims on 

plots of this mediocre, rain fed land could be established simply by the effort of clearing and 

planting. The construction of the dam, however, transformed the land into a valuable 

commodity, and raised urgent questions about the legal classification of the lands around 

Juchitan. The legal status of the land remained "confused and ambiguous" (Binford 

1985:180), as landless wage laborers flooded into the area, to work on new, large, irrigated 

farms. The federal government unsuccessfully tried to declare that there was no private 

property within the bounds of the municipio, contra a 1962 decree that had guaranteed and 

protected private property rights (Binford 1985:186). Local landowners became embroiled 
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in a legal battle over the interpretation of conflicting laws and decrees, as those who were 

not prepared to stake out large claims lost access to the newly valuable land. This dam 

project serves as an example of how government investment in development projects upset 

a stable equilibrium and dispossessed many local land-users, who subsequently had to 

compete in a buyer's market with other landless workers for scarce jobs. 

These articles demonstrate that production for export, even in the agricultural sector, 

and government programs that create valuable assets but do not prevent the consolidation 

of resources, are not successful in improving the lot of a majority of Mexico's peasants. 

Peasant marginalization through the loss of arable land has been going on for some time. 

Projects which leave the distribution of the best land to the free market do not lead to the 

equitable distribution of resources, but rather to the concentration of resources in the hands 

of the few, and the partial or complete proletarianization of the many. The free trade 

agreement and adherence to the market-oriented philosophy associated with it should 

accelerate the processes outlined above, since they will stimulate investment geared toward 

the production of export crops and the generation of profit instead of internal economic and 

social development (see Barkin 1990). 

ALTERNATIVES AND IMPEDIMENTS 

I am not against international trade. It creates jobs, generates wealth, puts money 

in people's pockets and food on their tables. I am against government-assisted growth 

exclusively for the sake of profits, with wages trickling down incidentally as secondaiy 

characteristics of economic growth, but passed off as a primaiy motive for the policies 

leading to it. Yes, GNP in Mexico is going up; yes, unemployed and underemployed people 
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are able to survive by working in the factories and maquiladoras constructed with foreign 

investment; yes, it is good for people to have jobs, and for government policies to stimulate 

the economy. I do not deny these benefits, but negotiations toward free trade raise 

questions. Where did all these unemployed people come from, and why? Why are people 

forced to enter the labor market under unfavorable conditions in the first place? Who 

benefits the most, and who gets harmed, by free trade? Is this in fact the only responsible 

economic policy for a government to pursue? And finally, what are the alternatives to free 

trade? These are the questions that are not being raised. 

Mexico is somewhat constrained in the alternatives that could be chosen, given its 

massive foreign debt and need for foreign investment to service that debt. It could still 

develop a balanced strategy to development, however, concentrating slightly less on 

exporting and slightly more on internal market stimulation. Barkin recommends raising 

grain prices to increase production and revive the rural economy, and double the real 

minimum wage, to create jobs, redistribute income, stimulate the domestic market and 

induce demand-driven growth (Barkin 1991:36). Poverty remains an intractable problem, 

but there is no reason not to try to legislate some of it away at the expense of multinational 

corporations. American corporations would undoubtedly raise a hue and cry over wage 

increases once they were established in Mexico, but were wages higher in the first place, 

Mexico would have wealthier consumers more quickly. Pegging the minimum wage rate 

in multinational corporations to the U.S. minimum wage at, say, a 50% rate, could double 

the income of workers, and multiply the positive effects of free trade for the country at 

large. Even at $2 an hour, I suspect Mexican labor would still be competitive on the global 

market, especially if there were improvements in infrastructure so that goods could actually 
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move around Mexico and into the United States quickly and efficiently. MNCs should also 

pay for the infrastructure that they will, literally, profit the most from. Perhaps a payroll 

tax of $0.25 per hour per worker could finance the construction of toll roads, to become 

free once they were completely paid off. Such simple suggestions would meet with fierce 

opposition, since such "government interference" would create inefficiencies by not allowing 

the law of supply and demand set the wage rate. Governments, it would be said, are 

responsible for infrastructure. It could be pointed out, however, that these simple measures 

are completely consistent with the arguments for free trade (creating a Mexican market), 

and ultimately would benefit the business community. 

The question of infrastructure is one of the factors that will prevent free trade from 

actually having an immediate enormous effect, for good or bad. There are forty border 

crossings along the 2,000 mile border (Arizona Daily Star 1991a). The number of 

northbound trucks at the border increased from 1.1 million to 1.8 million from 1986 to 

1990 (United States General Accounting Office (GAO) 1991:26). There are,then, only a 

handful of roads linking the two countries, and these are already being severely taxed. A 

recent GAO report found that 

the current Capital Improvement Program did not anticipate increased traffic that 
could result from the free trade agreement, and no long-range planning process 
exists for designing, constructing, or renovating border inspection 
facilities....Mexico's transportation infrastructure has not been able to adequately 
accommodate the increased trade in recent years; existing roads and highways in 
Mexico are considered dangerous. (GAO 1991:2) 

Another factor is the extent to which Mexico has liberalized trade already. Tariffs are down 

to an average of 6% (while U.S. tariffs average 8%) (Banamex 1990e:306); it is unlikely 

that their complete elimination over a ten-year period will cause a firestorm of investment 
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the University of Arizona said, "It will be like getting rid of the sales tax... People are not 

going to come flocking out of their seats for an 8-and-a-half percent sale" (Hawkins 

1991:6). Those companies that would invest in Mexico already have, and stand poised to 

reap the benefits of free trade. 

SUMMARY AND CONCLUSION 

Since Mexico joined the GATT in 1986, U.S.-Mexico trade has increased by ninety-

seven percent to $58.6 billion in 1990 (Arizona Daily Star 1991g). It is very difficult to say 

how this growth in trade has mitigated the current recession in the United States, or 

improved the long-term outlook for the Mexican economy. The profits from this increased 

trade have not been equitably distributed throughout the population, and that is perhaps 

the key criticism free trade. Although Mexican economic growth was recently pegged at 4% 

a year, 44 million of Mexico's 82 million denizens qualify as impoverished, unemployment 

is high, and real wages are at about the 1980 level (Arizona Daily Star 1991f). Trickle-

down theories of wealth distribution do not work, and as the gulf between the haves and 

the have-nots widens, social problems requiring sociopolitical and socioeconomic solutions 

will only mount. Ultimately, trade policy is supposed to engender development. The 

various meanings of development have become conflated in discussions of and plans for 

"development"~but this conflation is hierarchical in nature. Capitalist development is 

"underdevelopment" from the perspective of the other definitions, since it provides for the 

enrichment of the few at the expense--or immiseration-of the vast majority. Adam Smith 

noted that "the affluence of the few supposes the indigence of the many," and wrote that 
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"no society can surely be flourishing and happy, of which the far greater part of the 

members are poor and miserable" (Heilbroner 1986:324, 321). While nobody can say for 

certain what the effects of an FTA will be, it appears more likely that it will lead to further 

polarization in Mexico, than that it will provide a means for the downtrodden to improve 

their standards of living. 

Mexico now perceives a path of development leading from free trade toward 

investment, employment, and rising standards of living. Free trade, however, is an ideology 

as well as an empirical description of trade relationships, and subservience to this ideology 

is apparently causing national leaders to ignore the social costs and dangers of free trade. 

This ideology, articulated by Adam Smith in 1776, has enjoyed a renaissance recently, as 

formerly closed economies turn more toward laissez-faire economic policies to solve 

economic and social problems. This effectively means that government interference-or 

involvement, or oversight, depending on one's perspective-is minimized. Into the vacuum 

step the corporations. Corporations are not uniformly evil, but their primary goal is not to 

promote the welfare of the citizens of any country; it is to promote the welfare of 

shareholders, who are generally interested in profit. 

In the loss of government control over trade it is unclear that the good of society 

will be promoted. It could be argued that it is precisely the role of government, and of 

economics, to attend to such matters as a rising standard of living, an increasing freedom 

from the worries of material existence, and some measure of contentment or happiness for 

citizens. It does not appear, judging from maquiladoras and some examples of the effects 

of an export-oriented strategy on the countryside, that the trade liberalization of Mexico has 

yet provided any of these benefits to large sectors of the population. If applied economics 
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should ideally work toward to supplying people's needs, then free trade, as already exists 

in the maquiladora industry, is not a policy that should be blindly pursued. Adam Smith's 

free trade is still very attractive to many people, however, and this attraction is only 

enhanced by the recent and clear failure of controlled economies to provide for their people. 

A balance, though, must clearly be struck. 

In pursuing free trade, governments abrogate to corporations and the mechanisms 

of self interest responsibilities that, in democracies, should rightfully remain with the 

representatives of the people. Corporations are concerned with the accumulation of profit, 

not the welfare of the population. Relying on the Invisible Hand ignores the Smithian 

insights that classify manufacturers and merchants as 

an order of men, whose interest is never exactly the same with [sic] that of the 
public, who generally have an interest to deceive and even oppress the public, and 
who accordingly have, upon many occasions, both deceived and oppressed it. 
(Quoted in Heilbroner 1986:3) 

The maquiladora industries show how free trade can, at best, have mixed effects on the 

well-being of those it employs. The unsavory aspects of the maquiladoras are generally 

ignored, as are the possible negative influences of free trade, by our governmental 

representatives. 

The possible causes and effects of a U.S.-Mexico Free Trade Agreement range far 

beyond the simplistic formula, heard repeatedly, that free trade will increase commerce, 

create jobs, and generate prosperity. Disruptions are portrayed as temporary inconveniences 

at worst, unworthy of discussion in light of the wide-ranging benefits of free trade. A host 

of social, political, and economic factors are involved. Some groups will benefit, while 

others will suffer, as trade in certain industries, as well as the mobility of capital, is 
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enhanced. It is not clear that Mexican and American society will, on balance, benefit, 

whether or not an FTA will stimulate broad economic development in Mexico, or that it will 

lead to renewed economic growth in the United States. It is highly probable that an FTA 

could translate into enormous profits for some industries, as seen in the burgeoning 

maquiladora industry. 

The point of this thesis has been to illuminate some of the fallacies being bandied 

about in defence of a U.S.-Mexico free trade agreement, and to discuss some of the negative 

consequences and broader contexts and meanings of the proposed agreement. A balance 

had to be struck between scope and depth, with the result that I cannot argue that it is 

sufficiently comprehensive or sufficiently focussed to do the topic justice. If it is more of 

a critique than a thorough-going analysis, it is a critique with the ultimate end not of 

gratuitous iconoclasm, but rather of broadening and deepening the scope of the current 

debate. Ultimately, we must ask ourselves what sort of global society we want to struggle 

for, rather than submit to dogmatic statements that deny alternatives and dictate the 

impossibility of battling large, impersonal forces that lead us inexorably (by the nose?) 

down the path of subservience to global capitalism. 
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