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Companero:

In our talk when we had the interview on the 19th, you
indicated you were interested in doing some study on
U.S. - Mexico relations,

As you know, I am presently working on a book of essays

on U.S., -Mexico relations and prospects for the 1980's,

It covers: immigration, petroleum; policy trends and what

I call the "Chicano connection," 1In the process alot of
material has come into my hands - too much even to comment

on, If you like, I can send you a bibliography of the most
useful and provocative summaries available for the 20th century.

For now, I am sending you only three pieces which indicate
the direction of U.S,- Mexico relations recently from the
"official" point of view, The first is a briefing paper
from the State Department, the second what I thought to be
Presidential Review Memo no, 41 but which I now find is only
part of it and also '"classified" so cannot be released.

The third is a major think tank piece from the Rand Corp,
which will be in my book and which indicates the direction
the ball game is taking,

Please use these with discretion, I also have a useful
collection of current materials on the guest worker program
politics which should be the central piece of the immigration
issue in the coming 18 months, If you are interested in
these give me a call or drop a line.

The interview came out gquite good although quite long. We
are trying to keep the integrity and flow of thought as we
edit it for publication. If you would like the tapes or the
pre=edited version, let me know,

\n ma'i ‘
b\
los Vasdquez

P,S, We haven't got any feed back from you on how we might
make the newspaper better,
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Upgrading Mexico Ties ' -

~National Security Council Study Sa/ys Neighbor ... ;.

- Could Be Viewed as Major Partner, Oil Supplier

'BYJLP.SMITH . : ‘ g
The Washinglen Post i

WASHINGTON—A Natiénal Se-

curity Council draft study describes
Mexico as “the most promising new
source” of oil in the 1980s and sug-

gests the President consider a serious

upgrading in that country’s priority
among U.S. foreign policy interests.
The memorandum; designated as
Presidential Review Memorandum 41,
says the United States could view

Mexico as a world-scale partner and -

accord - it sign‘nﬁcanl concessions on
winter export of farm products as

well as quotas for legal immigration -

of workers to the United States. A

copy of the draft was obtained Thurs-

day by the Washington Post. 4
Yet another option outlined in the

* draft would be for ‘Washington to

O\

‘President Jose Loj

maintain its traditional view of Mexi- .

I
|
€
i

© e — e T 2T

i leaders.

i
]

' |
co as an “emerging power” in the
Third World. = R
~Last 'week, President Carter said
the mefnorandum could serve as Lﬁe
basis for his impendihg negotiations '
in . Fébruary in Mexico City with:
_ z Portillo. ~ -/
“For the United States, Mexico rep- .
resents a major new energy source— .
présently outside OPEC (Organiza- ;
tion of Petroleum Exporting: Coun- !
{ries), Mexico could fill 30% of US.}

enhancing security of supply, and
more than compensating for thé de- !
cline of Venezuelan and Canadian)

- import needs by the mid-1980s, thus i
i

- supplies,” the draft study says.

ore important, however, the out- |

“come of PRM-41 (as the classifnedé
‘study is known Wwithin the foreign
“policy bureaucracy) could shape &

new generation of US.-Mexican rela- |
tions. -+ : . i
A draft of the Mexico PRM sets)
forth these possible results that could

* come from a redirection of Washing- |

ton's policy toward Mexico: ! i
~It could provide an alternative to
increased dependence on Arab oil,
and access to some of what the CIA
estimates could be as much as 10 mil-;
lion barrels of Mexican oil production,
a day by 1990. =
<1t could result in a sanctioned
program for Mexican aliens now im-
migrating. illegally to the United:
States at the rate of hundreds of '
thousands a year, a n{:roposal vehe-:
mently opposed by many U.S. labor
: S e
Please Turn to Page ’28‘ Col. 1~
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i : :
' 28 Part )t vec 15, 07 ). flos Angeles Times »

' Continued from First Page

—It could result in lowerin Atariff
k and other trade barriers to Méxican
exports, such as vegetables and tex-

' terests. ,
—And it could result in the

I President or Secretary of State Cyrus
R. Vance, that at the least would
. touch off regional political jealousies.
At the same time, the United States
could do nothing about any of these
and, as a draft 0
k low general U.S. foreign policy direc-
¥ tions without according Mexico spe-
cial or preferential status.”

! terestin PRM-41. , . i .
" Last week, at a While| House
" Carter said, “I considér our relation-
 ships with Mexico to be as imjportant

. relationship with President, Lopez
i Portillo has been very good.” .

é Washington observers are long ac-
¢ customed to Carter's effusive good-
¢ will and praise about any country or
[ . e A 2

 tiles, that are vigorously opposed by
politically powerful U.S. business in-:
- crea-.
tiorf of a special negotiator for Mexi-
% can affairs reporting directly to the

the PRM says, “fol- .,

Carter has yet to make a choice,
though senior Administration officials .
say he has taken a keen pers"qhal if-

! as any other that we have, and my

head of state. What is different about

' 'Mexico, howevVer, is that sehior Ad-

ministration officials say in private
that by all indications Carter attaches
a high priority to Mexico's emerging
oil status and to turning around the
suspicions and ill wil
marked relations between the two
countries ovef the last 40 years.

" Elsewhere in the Administration,

the Mexico PRM has béen the focus of
. Cabinet-level haggling, and the
. bureaucratic territorial battles that
mark any potgntial major foreign pol-

icy switch.

Energy Secretary James R. Schle- ;

singer ‘was reproved in a- sharply

worded letter last Nov. 8 from Na-:
_tional  Security Council head Zbig-

niew Brzezinski for trying to ignore

that have:

the council’'s PRM process by going |

directly to the President or negotiat-
ing directly with Mexico's national oil

* company.
¢ breakfast meeting with 'retmrtem 5

And within the State Department,

there has been discreté competition -

between Latin American policymak-
ers who favor an open-handed ap-
Breoach towald Mexico, and the State
partment’s energy experts who fa-
vored a hard-nosed posture until re-
céntly on energy negotiations with
Mexico, A :

/
7

STUDY OFFERS MEXICO OP

The Labor and Justice depart-
ments, which have an institutional
interest in stemming the flow of Mex-
ican illegal aliens into the U.S. labor
market, were briefly at odds with a

State Department-favored proposal
. for an official U.S. program to allow '

Mezicans to immigrate to the United
States. :

While. the details liave yet to he
worked ‘out, and the final PRM-41
document has not gone to the Pres-

ident, the outlines of the Administra-
_ tion’s options were agreed upon at a

Cabjhet-level meeting last week held
in the Situation Room in the base-
ment of the White House's West
Wing. . - '

The PRM begins with a stalement
that Mexico is etherging as “an eco-
nomic power of strategic value to the

. United States,” adding that Mexico

clearly could produce as much oil as
Saudi Arabia, the world's leading ex-
porter, does today.

It goes on to say there are four ma-
jor issues that need to'He addressed:

* energy, trade, migration and relations
* affecting the communities strung

along both sides of the 1950-mile
border between Mexico dnd the Unit-
ed States.

Among the obstacles to improving

TIONS -

relations between the two countries
the PRM notes, is thal “importan
element in both socielies regard th
other with suspicion and even fear.”

. These include Mexican fears tha
the United States will exploit Mexi
co's resources, especially oil and gas
and U.S. fears that illegal Mexical
immigration will swell domestic labo
markets as the economy moves to
ward a recession.

The PRM says that “influence, lev
erage, and bargaining potential —onc
overwhelmingly in favor of the Unit
ed States~—are shifting somewhat i
Mexito's direction.”

As for the goal of Mexican rela
tions, the draft PRM says the Unite
States should press for “a stable, hu
mane, and cooperative Mexico.”

It is Mexico's growing oil power
however, that is at the heart of th
policy evaluation.

The first priority of Carter's Feb

‘ruary visit to Mexico will be to un

snarl embarrassing loose ends from
natural gas sale, approved by Lope
Portillo, that was killed last year b
Schlesinger.

If the United States adopts a pos
ture essentially treating Mexico a
“an emerging power,” the draft PR}
says, U.S. interest in Mexican oil an
gas would be seen “in global rathe
than U.S. security terms,” a positio
that Schlesinger has continued t
argue privately.
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4 . Mexacan AtEltudes:

stake 1in

particularly to insure the curr

o5 i tseworkiersiiEoi jioiosE o Rt SRS T,

seeks to keep its border as
an area as possible,
sociaty. Finally,
border as an inwviting-area for
seeks to preserve the border's
consideration puts subtle
ot b liatsislza b oinde &

Eavoraoly

cooperacion

S Masvexr D

35

S
respectabd
s

historicalilvicondl
50 S

= katehel U .5,
maintalnipgs the Sopenness

exgansion, il

Haxican cnaractexr

extene 4

LimifE s an

the

ecisions In The Mexz Tw=alve Mcnths

A. Whather 4néd how to proceed in implen
Praesident's Bordsr Manacemant Reorganizacion

3. Whethser and how to conduct a study o
possibla measuraes to parmit the free antry of
and coods Qiong taxelboirdazi. -

C. Whetanar to approve ia priacipla: 1)
loans to Mexico,-through IBWC, for improvenecn
syreacmens; and 2} LZAA graants to U.S. borxder
citiss for ccoparative programs with Maxican
SO T LSk
0 . SiSiaisE:

-= Tg develop effective controls on Lhle
immigracion thet will ‘meitaer i molerd ot NSRS
pecple and goods nor cr=2acte = didiic o sl s ae sl
srdar problems for Hexican border chifhifersr.

SomSt ais cisie Mian s clom e gid e ol e RepOES
porder problams, such as pollucion 2R i msy
Mexico to slow the high rate of in-aigratlion

-= To detarmine what new bilaceral mecha
shculd be estabplished to deal with CoR Shamliciaichl
and jaigt actileon on bosder pizeb heiasy
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II.

US-MEXICO BORDER COOPE

I'ntroduction; The Importance of
in US-Mexican Relations

.S, tand dexican . Objectives

1
.
Se

Major Issue Areas .in the Bordex
A. Border Trade and Tourism;

1. Overviaw

2.0 U.Ses Interests

3. Mexican Interests
4. Cuzrent Prospects

RATION

the Border

Relationsnip

Border Industries

5. Options' and Considerations

B e liaw- Enftorcement, ©rime fand - Pubiiisc RO rdien

l. Overview

2. UnS. EInterests

3. Mexican Interests

G Background and Curren
5. Recent Trends and Pro

6. UL S Approach

S
spe:

€Y.

(o)
(ad
[
(%]

(@]
r
n

Ce: Environmantal and Conservation Problems

3l 7 Overview
2 JeS e Enterests
25 Hesiitcan @ Enterests
4. Background and
S Options
D. Watcer Resources
3L Overview
20 DS Interests
Do Mexican Interests

BQie Bachkground and Current=STatiis
51 Recent rends andiProspects
G - Major U.S. and Mexicdan Options
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O &y Alternative General Strategies Toward The Border
A. Improving on the Existing Approach
B. Alternative: Toward a More Open Border
Iv.

Cooperative Management of the Border Relationship



BORDER CQOPERATION

I. licroggction: he - Importance ofi tlicrBogdor

in US-Mexican Relations

The interdependence of Mexico and the United
States and their vast social and economic disparities
are most graphically displayed where the two societies
join. At the ‘border the two societies are markedly
symbiotic, but also in many ways competling —=— - interdep=nd=

ent but in many ways disparate and divided.

Our border relationship is important in seve
WwaysSe The border can be seen as a microcosm of the
overall US-Mexican relationship, wherein oftenitwnat are
or may become national-level issues and’ cont Ll cts axe
most intensely and visibly experienced and played ou
The border is where we most intimately experience Mexico,
and, Mlexico uss. The success of the two countries in
conducting a stable and cooperative barder | rlelation sitapid
both a barometer of the overall relationship as we I alg

ma jor factor determining its tone.

More thaﬁ seven million Americané Tntheled 6 ESEs
counties abur tinag theSbordier Sare factua Ly aisiaw et siats
figuratively close neighbors of Mexico. More +than E&our
million Mexicans now live in Mexico's 35 counterp
border municipalitiess The capacity of Mexican society
to impinge in concrete ways on the rdailly’ Lives o laxge
number of our citizens is clear. EwqitaY¥ly cliear i3 tha
potential for direct high costs to the USsS souchivest il
our border relationship were to deteriorate and Mexican
cooperativeness in managing the complexities oif | bornden

co-existence were to be withdrawn.

e Bl el S SR i e b e s A 5 Uck Dl G T MR i

e XY = R S
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Hass o rrca iy iiMesaicolt s sy grcdmale yabh el se e e T R diate

o

ImpinEs onfithe secietyofsronrisoat hwests its reserve
pooliiof “cheap,. disciplinedalabor’ has: both contributed
tolteconomic development  in" our border 'states and,
increasingly in recent years, begun to exact hignh socio-
economic costs. At present, Mexico's continuing

problems of'rapid population growth, urban migration,
unemployment, and poor income distribution, all present

to an extreme degree at the border, are impacting heavily
on kthe W.S., but nowhere more markedly than in U.S-abordesr
cities. Together with such benefits as production froa
twin-plant operations and a large flow of local cross—boréer
commerce, ilexico 'isllexportingt its Socialsand econoRiic
problems, with ‘the U.S. bordexr communities the principal

recipients.

In the econonic develoomant region comprising

It

tHe 1360 0.5 counties allong the bordex=, unemploiinen

ct

races, percentdges of welfare recipients, ‘incidencetos

(Ve

communicable disease, and percentages oI the housinc
stock rated inadequate are all higher than the rational
average. The percentage OfE SitiidenEs rqéuiring bilingualk
education are also higher than' netlonalllfaveragesiiviiile

average public school achievement standards,

[t
fL

ucatiraonal
attainment levels and family income are below: tue
national average, and in most cases below that of

their respective states. These problems have multiple

and complex origins, but the existence of the border 1Sy a
firequent’ contributing factora In Sthed sas tiEl e fon
presented for designation as a regional planning
commission under Title V of the Economic Development ‘hety

which was presented by the governors of the four

southwestern states:, 4t states:



According to most socio-econonic

area which comprises the proposed
commission is significantly under
lags substantially benind the res
Although some enclaves of T edliaitiidy

economic activity exist, they are

”

scaréely any beneficial impact on
whole. Thenti St ool the pProximity
continues to pose a Special fse iy
area which helps to impede the de
persistently large influx of sEAEG
especially, has proven to be a ma

to the econonmy."”

On Immigration, the Governors'® Re

-

“Binally, there is the masjor nrobd
J I
region -- large scale internation

both legal and illegal. Undocume

especially S haye helped to maintai

many service industries. "

Ironically the border Hegion, - ad
Enle Wi 5iS L (na relaity we v privileged an
e LYl Decades of Mexican Government
ing special tax incentives, import priv
excmptions to foreign investment e St rn
to a comparatively hight level lof indust
and the country's highest wages. These
together with the employment opportunit
Services sector or in the U.S., have ac
magnet for internal migration from thro

7]

wage levels in’ agricolture. manof

IRl cacoTrs L oth

e
regional border

o]

developed and
Ellot c e At i on.
ely healthy
few and have
the “Yegimn as a

of Mexico
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ving the "border fcatiessgrowth rates among the
highest in the Republic. There are' mixed effects:
large numbers of jobless people from the HMexican
Interior golnorth- for workx and end ap-in Ethe ‘strsets

of Nexica's boxrder cities, which are also the
depositary for those returned nightly from the UoSe
b TS

e
o

v
P2

~ e

The 'sharply centrasting living standards 'between
the U.S. ‘and ilexican Ssides of the border, now intensified
by the explosive growth rates of Mexican border
communithie s Sisithesconditilon . that underiies and
intlormis! most, Of the ‘current specifiic bilateral serderx
issues. Rapisd uwrban griowth, outstrippinglilexicolls
abilityifo progvide fadeguate 'social afd communits
Services, lsl a ‘prine "‘factor Sin the growthi of Bexrd el
pollutieont pulbliec¥hea Lehiipreblens, t i lillega i Simaiias o,

AR dii o Beisis U resi ons shiardie R nias n &

1

+—

r
s
2

a r

(0]

sogurces.

Waodlel parallel i insmany ‘aspects,  U.sS: andiitexican
objectives intheir outlook on. the borderidiverce
in some important ways. [

The U.Ss objective: has! been to maintain-an ‘topen

porder, M permiittling the rielativel yisuwnicranne led

1o
~
2
o}
r

traldesandicelturall contdoiEs, consistent witth e ffciciive
control owmemathes i Nl fich B L £ r an sl e B0t bieopil e faindiicio a ra Dl
The “openness’ of “Ehe borderiist of greatest concern to
those who actually reside. . in the ‘border landss The

interdependence of the local economies, the sha

0

"

intlierest o tourisal andifthe cliosc  culiturals sl rwages

and kinships between Mexican and Hexican-american maXe

l‘ . . . .
relatively free access an imperative £o loecal innabitants

i



on both sides. &At the same time, the rise of illegal
immigration “and, narceotics traffic and the ‘growing
flilght ot sitollen: veliicles "and lotheritems Ttolexico
are trends that argue for tightened border controls.
> Mexico hlas, T 1 anythingy ‘an ‘evengreatier ssitaico
1R -thie Yopenmiess!” of “the “borderi Mexico seeks to
avoid border rescrictieans.that affect the free filow ‘of
tourism. Unstated, but more important' to Mexicol,

She ‘current, relatively “tresiialccesSlor
Tt stundocumented ‘workers ‘and daily slegallt aadl 3l legail
commuter wWorkers to jobs on the U.S. side- Outs Vof
pationdl prideln and  forMithel sakesoiiitodciisn, Mexico also
seeks Lo keep its border as respectable and prosperous an
area as posSsible, favorably representative of Hexican

society. Pipally, fhistorically ceonditioneditol Secittiie

og
O
K

g fantinviting narea for WSS U et Bnisiallll Slec oo Riic
and even politicall expansion, iexico has.as major
objectives to effectively “occupy" the border and to
preserve its Mexican character, and to_ﬁie i1 farmly
taEstle i icon Ca Ty Phi s - consideration (pupsicentalnpiinscen
but effective limits on the extent and nature of biletera

border cooperations.

I1. Major Issue Areas in the Border Relationship

e Overview

Binational interdependence is particularly

ronounced in® the: areas of border &t
p

4 (b
ism and Erada

(e]

83

s



"Border transactions” are the major category in
dexico'!s. total tourist earnings, representingiiin
1978 a projected 1.5 ' blllion of 'a total wof 2.8

bidlionin tourists revenuaess, U s sSsbonder  citires,
particularly the "major gateways suchias EI Paso,

Nogales and Laredo, gain important derivative bene-

fits from the pass-through of U.S. and tharnd=counic oy

tourists to Mexico as well as from Mexican tourists
to the U.S. (#Mexico is the largest single source of

touriists ‘to  Ehe U.Se ) cand: local transbhorder trade is
closeilyiitilied to. Bourilsms. Mextco s expenditures in thne
Ui St Sunide r S MBorder s T ransactiionsit iwi 1T ot 2l e b ottt = S
ot d LA ol ol S s st iR e e Until the devaluation wof the

peso dn 1976, purchases by visitorss from Mexico
reprasented an'increasingly Bnplostc antSpeiEcencaiges of

the retail volume of U.S5. merchents near the border.

3k
Hanyitof thesel businesses suffared inpgdtial declines in

<
volume of 40 ercent and rmore following the ‘devalu
p g

e S
< LOn,

fu

wltho the limpact by some retail outlets as far away as
San Anéonio. The Tewvel of "trade hds, sincairscoverneds
Hexlcan purchases in real ‘terms should regain its 1975
levei, afkexr falling fiveperceont last;year.

Wikth Sthe exceptidon ofthe in-bond plants (discussed

below) rogduction ‘of i consuner oo0ds fer domestic use
g

has been slow to develop on the Mexican side. Th

(¢]
)
[¥]
o
<

influx fof  U.S. goods because of the ezistence:of alifree
ZionieLip ity asiivess i geliiing fand s ot hie sl i beira lEiia b ol eD o v
Leges hasiworked lagainsit thefgrowth “of Yan cf flecct ive Tdonestitc

sives't c mesfio Iprioduictilon "Tand diis b byt oot Sednisamin

Lo
n
O
O
f
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adisadtviantage furtherciaggravaged by ‘the horpdeniizone s
relatively high wage costs stemming: from thel preoxigity
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“In=beond M industries whichiperform: the laboy—
Lntenshve sphases' off ‘productionton foreitgn m;inly
U5+, components’' and re-export to the U.5. under sec-
tions :B06  and 807.of the U.S. Tarrft Schedule and to
other countries now number nearly 500 and employ almost

85 thousand Mexicans along the border.

-~ v

2-ls u.s. IRtenasts

Both+tnationally and acithe dtborder,
the U.S. has a clear interest in maintaining the
twin=way “El o o it o r1 s mi. RS ‘thie ‘ef'fectie ofSEhei 'l 26
devaluation ‘continue to flade, and Mexicols own

balance of payments begins: to benefit frem oil and

gais - earnings, We icaniexpect anuinecreasingly signiE

r
b

cant Hexi gan contribution toonri teourisaearnings.

While 'U.S. tiowrism to HMexico'ldoes . represemnt . balan

0
(19

of, paymwents drain, a far higher percentags of doll

fu
3%
0

spencEiniMexiico sreturnsiln. the form Yol ‘pulrchases fon

¥

U.S5. 'goods and  services -— and estimated 50 to &0
plercenc = ‘than tthoselis plenteiln trd velfoun Eside cif SN ol

America.

The U.S% alsio has ‘an dinterest im the contizuation
of Mexico's in-bond industries), though not necessaril
2 ssthesboir deie snthsicilsfr, WhiletprotectioniEstiisectors
Ipsthe W.iS. charge that Such industries ‘causeitihe

expo

a1

t of jobs of U.S.  workers, they ‘contrabute signifi-
camnt iy ttodt hie "wviiabatlu &y of ties e xican b o e o CiomWa iy,

and employ workers who otherwise might immigrate illegally.
The statisitics onathedputatives netail ossio RIS o DS

are 1nconclusi ve. There is evidence flexico's dn-bend
fndustries ‘crieate newijobs atisthe Ewin=plants fon it ediUs S
side of the border and make possible the ;ontinued opsratlion
YA sthie " S of iindustriesithat otherwise Imightiiredocate

entirelv ‘abroad.



2 Mexican Interests

Mexico wants to maximize tourism
earningse. To this end iexico seeks to keep her
border 'area ‘as. an anviting drea to prospective
RS . and third conntery touristsh Mexico, however,
would like 'to encourage local Mexican production and
distribution of consumer items now purchased in
larges volume in the U5 Mexico has a continuing
interest in the easy access of her people to the U.S.

side, as, tourists but even more importantlysas

WOrKers. Binallyv i Mexico hopesiifor furehezr expansion
of the "in-boand" industries, but within a generfal
strategy of directing future investment away £ remiithe

border, where wage and social costs make those

industriess increasingly less competitive, to under-

developed areas of the interior,

4. Current Prospects

Both countries! are roving to (further
expaﬁd border tourisms Additional ports ot entrf
are in the planning stages The +1978 tourism agreenane
callsg foR Joint eultural projects, in part to maxe

the border area more attractive to tourists, partic

(]
=
(]
r
|

ly to those from third countries. Cusktoms legisiiation

now in Conference Committee, if enacted, would

improve Mexico's carnings from border transactions

el ami e Tl e e na B LN S . tgateway cibieg. == by raising

from $100 to $250 the amount of duty free morchandise

a returning U.S. resident could bring back from tlexicol
alternative proposal in the Senate would ranise

AN
the duty free ceiling to $500.



Theiex] cans, asc. weltl asol .St
border communities, remain concerned over repeated
eftorts in the U.S. Congress ta bar lnpoerts £rom
in-bond industries by amending 806 and 807. At the
same time, while in-bond industries on the border
resumed rapid growth in 1978, the Mexicans percelve a
langer run .trend for these industries, because of

relatively high wage costs, to lose their competitiive

(o))

edge to in-bond plants in other less develope

counsries. Porsithisreason, and Eo discouraga over

X

concentration of industry at the border, t

e Mexi can

Government since 1972 has extended "in-bond" DI LV

’-4
-
()]
V9]
®
(@}

for the establicshnenti of plants anywheresin the CoBhHE B

2along with adéitional customs incentives. IE& Usucicassauly

Sshielnew isol oyiNcoull daggra vate unemployment

border, at least in the short run. The desired wltimace

efifect would of course be to ease some of the

b
2
O
[¢4]
2
ot
1=
<
0

to mlgrate from the interior to the border in search

ol wrorik.

develops alternate job opportunities, Mexico has little

choice but to continue encouraging tourism and services

as mainstays of the border's economic 1li

“rh

e . Bothl of
these sectors are unusually sensitive to the exchange

ratel With the effects of the 1976 devaluation wearing

(

off (and the peso now appreciating Sl gt Tyisia aa L st tive

dollac) S nnert cireles tof i the Mexican @ Gove rnmen

(r
B
v
<
()

reportedly considered another devaluation, but have take

b

e decis

}—
~
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Q
C

TRC e

on-as yet ‘because of the domestic po
of st ch al moives. If Mexico optsi for devaluation), it wou
further improve its border transactions balance at the

B
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Middle class Mexican tourism and purchases on the

U.S. side would probably decline further. More
significantly, the amended exchange rate would

make it still more attractive for Mexicans to work
illegally ‘on Ehe'  UsSs side.  Devaludtion would Incrcécase

the competitiveness of the border in-bond industries,

~ .

but at the 'same time encourage to some degree the flight

of Uife i can icapital Stowthe tUn Sy

- Folp rEheiitlis Sk The Trade-off between

local ‘erade and tourism .and . border icontrols: It oSt

be assuamed that,  ontthe U.S. side, ewven without new ;
imnigsation legislation, . there wiall be'a trend toward
tighter sScreening of border crossers- Regent increases
in border patrol strength and the President's Border
sMleanagement reorganization proovosals are steps

o Ehat

N
4

gl rectiohs Dl gntert enfiorce ment iwa LI ha valst ofb el clomici.c s

(o)

cerefullxy Ad £ 3 Uisnotd o s nhrbat it e e il ma tlel e siaan

s

tourist i orsisHioppets. Some depressingietfiect on tElielviolyge

oL Mexxcan  purcnases would probably 'resuwilt in any ervasit

in/, view of the large number of Mexican border crossers

who: wmigald 'be found excludable under careful moeaitoring

andalmigorons application: of ‘the Wimmi graitdions il aw

n

dg s Overvicy
As urban populations have grown on
both sides and legal and illegal movement have increcased
U.S. agencies face an increasingly complex task OE
improving border centrol: while maintaining a relatively
open border and Mexican cooperation.

{
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easy ‘aceess fof pecple and goods across

consistent with our

and other offenses prevalent in the border area;

~ -

e

Interes

Qur interest 1i

laws;

es in fosterin

the

in reducinig snuggl ing

and

in achieving maximum cooperation from Mexico in law

enforcement in the border

areae.

ATya st o a0 8

he border,

massive

3. Mexican Interests
Mexico seeks to
digckelss o i aonle tand goods.acE
come Tin s thelbordsr  area:;
U.S. enfeorcenent actions along

4.
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juvenile shopliftinge. Theetendency in U.S4 beorder
citiles increasiniglyyt d siito daet it butel rills ing S er i mos & o
1 llegaltlalienstand to 'demand federal laction, b or
Lneiseveral Fcdse sl oeall Simit fa thiivies il el daling

vigilantce action, to wpelice:the’ border.

Althéhgh the U.S,. and Mexican administrations
disaqree over-measures ‘to-ideal Switbh - 1arges —scale"
illegal Mexican migr&tion Intofthe USSLE S0 S Eilchiads
Erom: both countries: have recently stepped-up Hoint
efforts to investigate and prosecute those who mnake

business of smuggling aliens, whether £from Mexico o

Lo

from thirdi'couatries via Mexico, into thel Uless

Proposals now wander lconsideration -include, jolnt ‘target=

1

ing of suspected alien smugglers, close cooperation

IR iinvesitl ge i ons and spiese eutitons, and ol REREEa i ha il

)

ofji ipelrseonnel tbor "anti=smuggli ng tacic victielsi SR A BT S
seage, e is premature: tonsay hew fthesel Sosino Sanizd =
smiigaliing erf fogts -are apt to dewvelop uetil stnel I gar

igsuel lof B 1 Teigad Sniteratiocon is calddirielsseds

The ‘return of identifiable’stolesy pronerty 'is

enerally handled by respective U.S. and Mexican lew
s

enforcement agencies at the local level. Succelsis sor

rn

ai e in St histi reSpects seens ito iva ryivat i itih s sl St cns
established between local authorities. Not infrequently
L as reported, "nordidas' (brnibes) arec required t smooth
thesdire leasesdiofistollen Sqgoodsh Fngethe sshelena L Sicdisie o s
siteolen automobiles,; a - treaty governs  their ‘Yetuwrn, but

proceduraliiobstacles cause it to

o

e rsserted. to
infrequently -- especiall IR e liatd oRiato. st hie SisTizie s NaEe it e
P

problem. The present Mexican Kttorney's of

™
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!
o]
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e
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which have not been involved in:icrimes

h

ne largest number of stolen cars .end

ct

in Mexico; . buas

up in wvarious

Mexicanihands, including'fatitimes those of Yocalipolices

and ‘U.S."dnsurance companies pay. the 'z

ightful owners £for

their loss. In recent years, vehicle theft/cross-border

Srainsiterithdisiexct ende diitol il iightt Satincia &

farm equipment;ebulldozers, graders, =2

traillierse

5«7 Recent Trends and Prosp

In the last several ve
been 'a nunber of noteworthy accomplisn
areca of law enforcement cooperation.
OEMiSanecrions direatyeha st lledistofaireduc
in the number . lof convicted U.S, prison

g ilisis The WS and Wexicollhavesaliso

by trackters apngd

nd even seni-trac

ects

ars, there hnavs
ments in. thae

An excnhange

1 e niiby Sone =gl o
2rs. Ln-ressican

siianed

adrevigsed Exccadition Treaty, updatiagsantelarniien
7 +d )

omer coneludeid Fin 1899

En Septenbexr 30 & 19967,
siigned by tthetUnitediStatesand ilexa co
mutual assistance between the custors

tuoltcouwnt ries . L The isignatoryiinat 1ons

Cusitoms Sexwvices shall assist. one anot
in the prevention, investigation and r
oif flenisies, and  also, by proviidinag infor
assessment of customs dutbties and other
ment controls. The assistance’ tol b i
Admin i st ration ! include s bt e s o
information ‘en signifilcant actioniss wha
infringe, on. the ‘customs laws fof ‘thefo

conducting surveillances ©ff persons, 'g

2
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gk 1 e

Ssexrwviing oL turnidishing decumenEs fMicert i figatilons, “ana
certain decyisions’  and ‘rulingstof customslautheritias;
carrying out investigatioas or inguiries relative to

matters.

INS ‘has in¢ thel past ‘two- -years placed

heavy emphdsis on seizing alien smugglers, with more t

=i
V1]
@)

14,400 of them arrested so far this year, .an increase of
30 spercent over ‘total 1977 figures. Same 1 60,0008 aliens

were seized with these smugglsrs, most ©O

rh

theabal ong iEhe

US-Mexico border. Chula Vista 'and El Paso . rank one-two as

Yeading alien-snmuggling lecatioans in, the U.S. I is also
seeking statutory authority now lacking to impound vehicles
wsed in alient smuagglingse Gourt reguirements that "all S1id eca

aliens taken with an arrestied smuggler beiheld ‘asi material

witnesses for presecution have been burde

|

1sone and expensive
d

particulariys afs chere "is trialivdelay; overburdene clouixe
dockets are a systemic problem. Lonig range prospects for

Cene Nving Sthisdsnnagal iing®probliend it mate Ly e o oSS nidinis e e
of Wimportant: variables: thiel state of the Mexican econony
o5y,

the shape of U.S.:immigration: legislation changes), and th

2 .

degrechof cooperation off the two  goverpnents inl thelstu oo

2

ile comprehensive crime statistics

flory, the border i arca, tdr

(]

not available, particularslvion

thelfaixiican dsiide N the - consensustoft i nforime d lopifmion

among  law enfercement of ficials fisy thatithiore Naveibecn
nereasesiiniinear Ly a1 cat ¢ dorises fofl Be nifmed siin g ¢ clinit
yieasy, andethatithelrate lof Hinicrease iipl bordan e itthle s
Listihivghle pr SEhanit hie - nalbidlomal Save raige . Incadan vsiofifattacks

onteiilegal Cal en s’ dn. the act of 'crossing thedbonde nSomcn
U.S.. border ‘law entercerment ofifiicers '‘have dncrelased, Mexican

police intBaja Callifernia aktribite the shigh ‘rates of



robberies and homicides 1n Tajeana 'and Hexicali

facge 1aZlux ot poorand unseaployed Swhacenea mto

border froam Mexico's interior. Similarly, coap

have multiplied on the U.S. side over increases

numbder of robbasries, burglaries, and juvenile shop

Ligcing.,

Tigiatar UlS . *holrdars "contraol sy
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combined with legiglation te deny j0b

illegal aliens, raises the prospect of evan nor
sisciioWsSsociial and pudlichordes oircslemss LndiMans

Soitides i citiest =R thesa restrictions wouldimzayl

verse flow to thea o Mexicans
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Federal Government attention by both sices will be
necessary in order “to reduce the harmful effeccts

of these problems-on the major fabric of our
relations. For the U.S., the immediate challenge is
to develop new modes for inducing greater cooperation
and competence among Mexican border law enforcemant
aééncies, §érticularly at the state and local levels

where corruption and inadequate resources are

Cc

2t

ipplinge. Such assistance to Mexican law enforcement
agencies must be tailored to take into account Mexican

sensitivities over the appearance o EIILiSiastuiEeliaige

Adir and water pollution, rueh o= it
originating in Mexico, and pressures on land rand otiern
resources, hava readily felt effects on the

1 ifa'in U5, border. cities, which usually occecupy: the

Q
P
]
5
)
ct
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Q
ry

Ssanmesair *basins and drainage areas wi=h their Mexican

counterparts.

We have an interestciiin continuing and
IAproving cooperation in the area of environment,

conservation; and natural resourcecss By dls a8 e lnig

Mexico to monitor and combat ad i andl wWatied: pollution,

we can help diminish impacts on our own border. By

0
(6]

workiing with Mext to upgrade the housing, health, and

sanitary conditionssin Mexican border commun

[

E Y eis, sy

cooperating with Mexican family planning Programs and

L



by ‘sharing our expertise in tackling the problems of
arid lands, we can help Improve thiellgual ity of Hifec fan

iMexico. _This, in turn could contribute to sincrsaser

o

economic and agricultural growth and more job
opportunities, thus improving social and econonmic
stability and lessening the pPressures for migratifon
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Mexico in general shares our
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cr

exres
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gepallution and other threats to

[

ot
7
™

n
o

c Al i ey
of life, as desirable ends in themselves and as a means
of keeping conditions in its border zone favorably
representative of Mexican society and conducive to
tourisme. Mexico, 'however, because of the hAlg e CloistErl St

noit..be

(©]

xpected to try to mest U.S. air pollution
SEandiatyid sl assstic U bishediorliia rie o, Hexicot alesol bt elndsiveg

play down pollution control priorities when they aze

seen as impeding economic development.

NaS
.

BRlefarennd fandt Cuyrent Status

Transboundary fair pollution mowves ito
and from both ecountries as a result of industzs
automobile emissions, unpaved strects, open-air leRbiiahats iy ot
and the secasonal wind directions, with @S piechadiliy
notyceable e ffoctsain the bl Paso acdliSan Ditenos araas.
at Bthe sames Elmen i ndustrialtenissions fromn & Paso
have had impacts on Ciudad Juarez, where, for examvle
the levels of lead in the blood of children have risen.
Cooperationtin dealing Iwith ‘these pellutants 'is

expected to increase as a result of the signi: in

3
0

Junie 1978 o f satia o ity ‘



Menmorandum of Understanding by the U.S. Environment

i

2

11
Protection Agency and the Mexican Sub-Secretariat of

Environmental Protection.

Transboundary water pollution is anl especially

serious problem for communities across the border from

Mexicali, Nogales, Nuevo Laredo, and, potentially Tijuana.

Insufficieatly treated or untreated sewage constitutes
the major source of water pollution, exacerbated by
population pressure and urban growth. hncaent ) dnet fick
or in;dequate equipment is unable to process the amount

of waste generated. Panancial st incenciesiand e

division of jurisdiction between the federal and state

governments create additional problens. Thei.Internationals

Boundary and Water Commission (IBWC), discussed at

greater length in the paper on "Water Resources”, ‘primazily

deals with these issues.

Arid Lands.Management - The US=Mexico border lands

areocartof fonefcofliEhie s Largest semi-arid and arid regions

6f the worldl. Population and Econonic development

pressures, in the face of poox land, and swater manager ey

Q.

practjces, are resulting in serious reductions in ifoo
production, deterioration of rangelanés, o sis wo& sar faae
and ground water, extensive soil erosiion; forfeirturelof
sites for human settlement ... and exacerbation of isouth
to-north transboundary migration as job opportunit
disappecar. Growing concern has been expressed independe
by both countries in recent yocarns; A tile s IORI RS U
Conference on Desertification has incrcased the feve o s

awareness to the point where iexico is developiag a

National Plan to Combat Descrtification, and @TBE S inSer=s

agency task force is reviewing our domestic situation.



UeSLand: Mexico have! cooperated on arid landsipro-
biFsmgdiin N e Epas ity andealini mberitof i bidiate ral Saigrees
ments existo under which additional Joimnt actitvities
could be launched-. To date, however, cooperation
has been largely of afscientifici naturdeiquite
disaggregated, and seriously underfunded by both

parties.

S Options

Desertification - Based on recent
assessnments of desertification, a numbar of areas
for expanded cooperation exist which would appear
tio Lot er Bhier LS Esliigniatfd cant economic, social andad
political i benefits of wboth a dlrect and@indirect
nature. Examples include: establishnent of a regiomnal
desertification warning and monitoring system; econonic

use of native and lands vegetation; new approaches to

conserving soil, water and rangelands, and use of sa

1—

ine
water and urban waste waters for irrigation. A US-iexico

meating to discuss expanded coopsration on desertification
Q

s s tenptatively scheduled foxr late 1978. This

-~

probl=

forum could be used to surface specific U.S. proposals.

Urban Planning and Developﬂcnb - At the

invitation of the Mexican Secretariat of Human Settle-
ments and Public Works, an HUD delegation visited Mexlico

August 3-4, 1979, to discuss possible cooparation betwecen



the two ministries,

Mexicans presented their national
relates to

ment, especdallyyiasEit

ARong top) targetis Stor development Vareride xh clail i

Ma'tamoros, while growth would be controlled in

and Ciudad Juarez. In general,

primarily along i the border.

the

The

plian for urban develop~=
the border citiessy

and
Trgwang

Mexicans are

intarested 1n exechanging . dnformationiiwith "HUD on tzaan

planning

disaster prevention

and projects along the border

and management,

and on wrban

as

exchaniging informationson mationaljeurbanpal ey . HUD

Jysiinowirdina i dtaig ra

could be negetiated as the basis

options

water -pollution

Resources

Astdemands for

increase, the two. ! Governments

i ———— — — ="+ 2t s e e e %

foxs cooperation

more

Memorandum of Understanding wnig?

and

are discussed below.

and better watar
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Furthex utilization and improvement of border water
rYesourcess Essentially all surface water resources
in this sepisarid - areda along the border are now. being
used, and the two countries are searching for means
to expand their sources of water and improve their
quality. Mexico's pumping from common underground
water basins 1s already causing Or threatening a loss
65 1.8, waktar . Atia number of points Mexico is
polluting oxr likely to pollute waters in oOr crossing
into the United States. Over the waters of thuee
streams Ccrossing the Arizona bpoundary the respective

rights of the two countries have net been detarmined.

These matters are before the International Boundazy

—-

Commission (I BRC ) an international bod

¥

z
charged by treaty and law with responsibillity for

boundary and water problems.

rn

We must preserve the present ef eckive

cooperation in dealing with border water resources,

particularly through the I3WC, S50, that these scarce

waters do not again become a major préblem in US-Mexican
relations. This entails the delivery to Mexico of its
equitable portions of Colorado Riverx and Rio Grande
waters. .as allocated by treaty. It also requires settle=
mont of ‘respecgtive ro galiE sRitEo undetgronndewWatezs as

ol oS rifghiE SEEEO surface waters not yet sllocateds  The
two governments must also find means tO 51 inEna te

pollution of border waters that endagers public hecalth

andother environmental values.




Bis Mexican Intexrxests

Mexico wWill "wantito protect dtstexisting
access to underground and surface waters, and will
probably try to establish a right to increase those
uses -- to the extent that it can without incurring
Ui Se retaliation or counter=measures. Tt il want
time to meet i tS obliéations in respecti to pollucion
within budgetary constraints and public policies
favoring otheriprioritiesss On. thel other hand, Hexico
has consistently dealt constructively with border
water problems, acknowledging its obligations and

accepting accommodation of interests. =

4. B
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cekagzound and Current Stcatus

Since 1924, with the conclusiontof ‘tnelso=

callad Water Treaty, relations with Hexico regardin

A

e}

border watey resources have been generally excellent.

That treaty allocated the waters of the two major
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Rio Grande and Colorado River; provided
for dams to consexve waters and for other flood

control works; and authorized the IBWC to execute

a
(T8
cr

The Water Treaty also charged the two Governments t

(0}

give preferential attention to border sanitation
problemss. The only exception to this harmonious regime
was the problem caused by the high 5l nacEy o fAE e
Colorado River water delivered to #Mexico in the 19605
underithe dNater STomeaicy . That problem was settled in
1978 3 During this same period, however, two major
problems appeared: water pollution (decalt with only

broadl in the Water Treaty) and utilization of under-
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ground waters (which the Wwater Treaty di

STl



We need to conclude one or more treaties
to limit Mexico in establishing any right to draw on
the U.S. part of common underground basins. ~ BoRh
the U.S. and Mexican Sections of the Commission are
intensively investigating and compiling information
regarding the basins to develop a common fund Sof
knowledge 'as a basis for discussion. A treaty
allocating the waters-of the three international
streams not yet covered by agreements, the San Pedro
and Sénta Cruz Rivers and Whitewater Draw, could
prevent future contention about them. An executive
agreement is needed to eliminate as rapidly as

practicable Mexican pollution o interaationaliswatess

rh

that threatens public health and uea e Zatiiion SO feswa ey
in the United States. Meanwhile, the two governnents
must continue through the IBWC their joint managemeac
of boundary and water projects, and comply scruoulously
with other existing obligations (such as the salinity
agreement), both to preserve the international

arrangements already made and to provide '‘a sult

a
climate fox the resolutiorn of the remaining prob

.

Thip SIS S eicits om bf the Commission has been
congulting closely with the four Border States  and other
Federal agencies about these matters, attemptbing. £o
define the position of the United States in each case, and
draft agrecemecnts that would be acceeptiblieito Mexico --

while protecting U.S. interests.

Aleomrghisit e sl cane Commissirone b oS aceeptaody

Lo e

{s)]

in principle, considecration of a'bhraad goneralisa

onpoldliuticn,; he may £imd iour. proposal oo comprehensive and

&
demanding. e has indicated ‘a desire . to try tol coanclude



undarground water ktreaties, but we have not: vet

explored! the resktraints oenitlexican pumoping that

Government would accept.

Arizona State authorities have expressed rencwed

interest in the conclusion of a treaty to allocate
the waters

of “the

Arizona boundary streams. The
U5, Sectibn is updating its reports on these streans
in preparation for further consultation with then

and with the Mexican Commissioner.

(o)}
.

U .S and Mexican Optilions

TE the MUn L EedlLStaces s co saivie it siiviaiiiaion e
underground waters for itself, it must either be prepared
to use them or persuade Mexico not to use then. Mexico

would not agree to reduce existing pumping.

T e

Alternativelwv,
Th

we are reluctant to start protective punpi

=

seems to 2'no practicall alternativietos ous S valngat o

persuade Mexico to ayree not to increase

a point where it would draw further on U.S. waters.

(13

cooperation an
aritemnpit
e lattexr

costly. If

even a more limited agreement could be helpful.

Mexico will not

United States must either obtain Mexican

the removal. of water pollitantssor

to remove them in the United States.

woulid be impracticable or diffiicult and

accept. the: terns welbropoise

Options

for specific projects would vary from one community to

another,

with possibly

mhH

O

Arizoaamboundary Sare

A

e ither vinternationals or

options

cxelusivelly Sdomesticy

omesUcS. finanecimngs.

foix cEhes unalillocateds s o rean SEEon

not  yetsdisceranibles



A Imorovinag on the existing ao'ﬂ‘oach

The U.S. can follow the course of continuing
and improving on the traditional approach to tne
border: 5‘basic objective would remain to preserve
the border as a tight jurisdictional Fimit, policing
the flow of goods and people, whnile maximizing andy facil =
tatlng the  licit flow. This aporoach wounldicentinue GO
rely on effective border enforcement as the principal reans
of screening out harmful spillover of Maxicolsisocidliiand
economic problems, hopefully without seriously limitin

the volume of desirable binacioeonalicontaces
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unilaterally toward nore effective border enforcenent:

the U.S., under this stracegy, should engage Mexico even
more closely in cooperative soluk bons Lot het S0
econonic spillover probleams. We should emphasize:

— = llthel creation’ oM new bilateral mechanisms
for consultation, planning and action on

border problemsy

-- assistance to Mexico, in a form consistent
with Hexico's own internal POt el
constraints, to deal promptly with her

rexportable”. border areas pr oblens, such

L’x

as pollution and crimes,

-- encouragement to Mexico to foll Lo develon=

ment policies that 5 Bomaehe

e

g rate e
in-migration and urban growth 1in

2Es

bordcr areds-



In seeking to encourage Mexico to slow down
growth rates at the border, we should recognize that,
while ‘ouf leverage is limited, ‘the Mexicans themselves
want to move in this direction. We' should jconsSider
fiscal and tariff incentives to support this trend.
One approach might be the provision of further trade
ifcentives “to in-bond plants in Mexicolls Lnteriory
such as by raising or waiviag altogethers thhe conpektitiwve
need ceiling under GSP for those plants that are more
than 200 miles from the border. This would reguire
amending present legislation, and would likely be

difficult to accomplish.

In view of HMHexico's resistance to joilnt

programs that suggest direct government-to-government

assistance or a tutelary relationship, our cooperative

1y

effort

0
ct

o alleviate spill~-over border problems, where
possiple, should be channeled through state and Toicasl
governments oOr jolcall speeialiized institutions to their
Mexican counterpart entities. Possible programs would
be: i

-~ Law Enforcement Assistanée Administration

grants to U.S. state and local polic

3

for training and equipping theiyr Mexican
counterparts. Similar types of training
and assistance are being conducted on a

limitecd scale by somnc southwest jurisdic-

rioms, Jlargecly - akt their own expa2nse.
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Funding to expand theiability ol Customs
and Immigration ‘tostrain and-provide
other incentives for cooperation to their

Mexican counterparts.

Grants or coacessionaloloans, b

(1]

to
channeled through the IBWC or through
States land Muncipalities, to lassist Hexican
JaEvsidictlons s to fiﬁance sewerage treatment
plants or other sanitation facilities
where such facilities are inadeguate and

thie U Sh 51 de L 1siradverSellilvalalt Se et e ds.

Direct .grants to cities and states, for joing

programs with their Mexican counterparts £oir

-
s

control of communicable diseases, pubd

=

nuisances, insect pests and rodencs.

i

In seeking ways to help Mexico discourage rapid

in-migration,

magnet oull

econohy itself.
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we muist abe ifull v miind Sl thait st eSS b igige st
Mexicans to the boerdexr 'is the U.S.

Reduction ofe thatiSpulitl S aie tosiiin e tile

short run would call for greater obstacles to illegal

immigration.

may be access

commnunity

public

Possibly aneother "important pull factor

ot

o ocial anad

“
Q
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by ineligible Mexicans

services on the U.S. side, such as food stamnps,

schools, and medical rechabilitation and other

sexvices; tighter centrols' ovexr access to services would

then be

required.

In the absence of new immigration

legislation, more rigorous use of existing laws and
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of the advantages of using illegal alien



B. Alternative: Toward a More Open Border

Alternatively, the U.S. could begin to
accept the heavy flow of people and goods along our
frontier as a phenonmenon no longer fully manaceable
under classic law enforcement concepts and begin
steps to accomodate to it. While there are a
nimber of partial measures that could ezase bordex
movement and the task of border enforcement, the most
comprehensive would be the creation of some form of

free trade and immigration zone on the U.S. s iid

|3

M

ten

to twenty-five miles in depth in which peopile o

rh

both
nationalities and all non-controlled substances (weapons,
narcotics and the like would still be carefully
controlled) of either country's origin would circulate
duty free. The border, for customs and immigration
purposa2s, would become the periphery of this zone and
ports of departure wirthin 1t This approach: could

have the following advantages:

-- Legitimize, in effect, an M PO Bt

- percentage of immigration that now ig

e

at least technically illegale.
== Cikye thel: lakor¥ —aamtienisiivie agricultune
oF the ULSatisiide fullacicessiito e s

customary source 6 low=cost manpoverie

-— stimulate U.S. investment gt ele i
intensive industries in that arca (e{o)

take advantage of the large pool or Yow=

cost disciplined labor and permit those

L 1

industries to compete more e Fective Ly

internationally.



e Recognize and accept the GOl
1ingalstic homoganeilty of “mo
bordex zone, easing the mnatu

cultural and family contacts

Hispanic conmuniities noWIESeP

border.

= Further promote local EQuzris

a~

A

from Mexico to the U.S.

~= " Ease the administrative burd
and Immnigration, now heavily
monitoring a large volume of

(but at the same ti

flor idew

(D

Full analysis of the drawbacks ©
are beyond the scope of this paper- T
raise the prospect‘of massive in-migra
growth on the U.S. side 4as is now expe
Mexican side, with attendant growth in

on social and community SlerVYcCese. It

(v

complex'consti seional » legal and poli

about such matters ais.-n At ona 1At Vi lab

applicatkon. of (Laxes and taxif
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She amic

trade.rela:ionship with the rest oE £h
community reaction and the possibility
petween Hispanic and o=t S i CREC QIR
U.S5., side of the border would have to
likely attractivencss B tihd sz enc Bt
mAke: it iwork against yanico's efforts
the cultural ijdentity of its border ar

slow the flow of in-migration-. Thorou
refinement and study of the variations

would be necessary.
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IV, Cooperative Management of the Border R

Since the demise of the Commission far Bozsdar
Arca Development and Eriiendship "HCODAE) ,“there has
been no central bilateral mechanism at the federal
level to oversee the total US-Mexican border rela-
Eionship (the International Boundary and Water
Commissyron #is Fimited by its treaty mandate to ' the
épecialized guestions of border preservation and
demarcation and the management of internationral
water resources) . The lcurtenticoncduct "of rel atighic:
2t theldbordexr,! or abouti'the border, can now be
deiscribed 'as diverse and pluralistic. Federal agencies

with specific border enforcement functions, such a

-

[0}

Customs,inmigration, agriculture, 'work closeclyviwitn

counterparts on the Mexican side. duch of the relatioa-

<

fu

shiop is carried on, not: ineffectively, by the border

states and major border municipalities, who by now have
developed effective infofnal modes of cooperation on
shared problems. @ther  areasiof cooperatiaonsare darithe
hands of multi-agency bilateral ad hoe ‘groups, Winveolwing

Bedieral ,fistate "and “local pariticipantsi such assthe

1 Crime and.fthe. Bordezn, whilch m™mests
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Y., and the US-Hexican Border healthl associa~

Do

BothScountriecs:have' established special lagtacies to
oyersee the "devielopment of their respective berder arcass.
Inithe . Sio ttihe Southwest Bordeor "Regional Comzission
((SHBRC) Mwasi ereated’ in 19764 for Ehisipurpesa’ undern FPitile

Vilofithe  Publc Worclks ‘and Economiec Dewelopmont Aetiof

n

196 5., Lo penate s und et henscalilseigl atlfidiicie ctililonsiNon it e
four Southwestern state governors and a federal co-

chairman. 7



Siinice 1 OFsl B Mexd cothasiihad an ik niter=Mamis tielr yas
Commyission lontthes problemsiiottres Noxtnern Boxdex
and Free Zones and Perimetexrs", There ls no Bozmal
linkage between the two entities, though informal
talks have been held on the possibilities of

cooperative 'efforts.

~
.
- .

In May, 1977, Sscretary Vance and Foreign

Secretary Roel agreed to create under the Social

Working Group of the Consultative ilechanism a
Borderasub=group. Appropriateterms ofiire ferience and

possible agenda items are now being worked out in

difsctussions! with: thefMexicans and. thel first formak

meeting is polanned for October. The border sub-group,

like other working groups of the Consultative Mecha
will inclvde 'representatives of all federal "agencies

naving:t border dnterestsiand  ififexdcol agress,

representatives of the border states. While terms of
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Ssup=group nostuseful as ‘a mechanism for the

fide ast that conldiridentafysactual or potentaal

problems and stimulate. the ‘responsible ‘agen
; .

develop solutions. T adan tion A1t vouwldih

responsibilityiin implementing the borderiasoeats "Of

[

ecent bilateral agreements on tourism and cultural

cooperation.

«a il ander discussion:, awer ses ' thel boxd

aismn,

ave the lead

the

Wwith the increasing complexity off bordor problenss

it has been argued amony state and local governments
the  southwest, and by some Mexican-aAmerican and acad

Y
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and concern at the federal level. Sanhcesthals e sEEa
recurrent theme, a review is in order of thé opcionail
aporoaches Mexico and the U.S. might take to the
management of their border relationship and the
political and administrative considerations bearing on

each.

Approach Bo. 1 ~-“Laissez Paire:" Thirs s

essentially the current approach. W

o
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n
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D
r

X

o

jdentification and resolution of border problems is
left to the state and local governmnents or tae fe’efal
agencies most concerned, working wiich. thelir transbordenx
counterparts. Loose, informal coordination is provided
by the Department of State and the Mexican Secretariat
of External Relations, which involve ‘themselves as
necessary in border problems that have nationall ampaiet
or unusual co:piexity or ‘political sensitivitys The
value of this approach is that it allows feey rapiid
response by those best informed and with most at stake.
Par tiecipatiion andilocal initiative encourage concern
and ereativity. The drawbacks are several. The
solutions of comnmon border-wide problems are Yocalized

and atomized. Overlapping and duplication occur an

fu

a comprehensive developmental approach, Hnvolviag the
concentration of federal and local  resouwrces, bsScomes
more difficult. States and localities are more likely
to undertake actions that rum counter to natienal
objlective st A special difficulty here is the Mexican
federal government's unwillingness to pe Tt L EsiSsieate
and local reprcsentatives the sanme degreo of auconomy

ours enjoy, Adnpeding prograss on. SOk
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Kpproach Noai2 | == M ladussez Faire! Wit Yooise
Bederal coordination: =0Phi s, apoiroachiwi s be =ain
effect fwith the lereation sgfirthe shordierisub=group. Tt
may bring about greater coherence on general border
policy and bring about a clearer sense of priorities.
But it will ‘have limited ‘sgaff capacity to menitor
border events to assure follow-up and avoid duplica-
tien 'or AncensilStencies An the . soillbutiontof local
'probléms. Since the Federal Co-Chairman of the.South=-
west Border Regional Commission will also be U.S.
Co=Chairman "of the 'sub-group ., goocd coordination

within the U.S. Federal Government and with the stactes

-

will be possiblel.

ch-No. 3 -= Formal Yinxage of Hexican and
UoS. border ‘developmententities: =S CAl crlosesiand
formal linkage between SWBRC and tne Mexican inter-
conmi s siondwol diiparnmit fcloseicoordinatiion,
particularly on development matters, and close and
thorough coerdination 'with the range of federaliscate
and local’ agencies with border inkterests. T ou b
put.fesponsibility in the hands of agencies with a
preécnce on the border itself rather than in Washingto
Tt would not require legislation:, though ian agreenecnt
with Mexico would be needed. The disadvantages are
that this approach would tend to treat border probiems
more in a Qomestic rather than foreign relatioas
context. For this reason the Mexican Government would
probably ibe reluctant tofapprove - itiall Cors, 1 vedia,
to give it real autonomy of action in dealing witn ‘the
oS ifcounterparts Effective autherity would probably

ricmain awiit il the Hexdcans Secretariat SofiBvitenna

P

Relations.




SR
Approach No. 4: A 'Special Jointl Bordex
Commission: - This approach would involve the

creation of a new, funded organization, with stats

and with appointed iMexican and U S €o=Cnairimens

ko
()

i

Alternatively, it could begin by broadening t
IBWC's mandate to cover the full range of border
cékcerns, i€ necessary adding specialized sta
Either course would require legislation and special-
agreements with Mexico. As the existence of CODAFT
showed, this approach would permit thellclosest
pilateral coordination, dynamism and a sense of over-
all direction in the border relationship, and would
serve as an effective advocacy for the boxrder
viewpoint with the bureaucracy. Congress and state and
ocaliiinterestsie As for the disadvantages, it would
require legislation, a budget of its own, and special
agreements with Mexico. The joint commission wWo
tend to preempt some of the incentives for state and
loca i nimdared ves it and it could become a semi-autonomous

bureaucratic advocacy working against the Departmentits

efforts to coordinate border relations 'as parec

of the total relationsnip with Mesri coes, (B et

¥
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have shown no overriding enthusiasm for the rlecreation
of CODAF in whatever form and in this case also migis

resist the necessary delegation of lautnor LtV
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PREFACE

This "think-piece'" provides part of the written component of a
research project on U.S.-Mexico relations that was contracted to The
Rand Corporation by the Department of State.

The piece is intended to contribute to bi-national dialogue on
the future of U.S.-Mexico interdependence. The piece discusses
perspectives found among policy-oriented elites in Mexico as well as
in the United States.

The piece examines factors affecting the ways in which the U.S.
government may cooperate with Mexico to manage the complex issues
confronting the two nations. The piece does not aim to provide sub-

stantive recommendations for resolving specific issues.
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I. DRIFT AND DISORGANIZATION IN U.S.-MEXICO RELATIONS

The improvement of U.S.-Mexico relations deserves to be a high-
priority objective on the national agenda. The United States can no
longer afford to take settled relations with Mexico for granted. U.S.-
Mexico relations are neither bad nor lacking in political goodwill, but
they have deteriorated in recent years. At the same time, changing
domestic situations in both nations have given rise to important new
interests and incentives for building improved relations.

Developments since the late 1960s have jarred customary views of
Mexico and p.S:-Mexico relations. We are accustomed to dealing with
a relatively passive Mexico. . .a Mexico that has little we need. .

a Mexico that lacks bargaining leverage with the United States. . .

a Mexico that cooperates in a "special relationship' with the United
States. . .and a Mexico that can normally be neglected. We are also
accustomed to dealing with a politically and economically stable Mexico
. . .a Mexico where the myth of revolutionary legitimacy is strong. . .
a Mexico that has great institutional continuity. . .a Mexico ruled by
a highly cohesive and durable elite known as the "revolutionary family"

.a Mexico with great capacity for coopting dissidents and managing
domestic conflicts. . .a Mexico that is one of the very few quasi-
democracies left in the Western Hemisphere. . .and a Mexico that is
making steady economic progress through the success of the Mexican
Revolution.

New uncertainties emerged in virtually all these areas by the mid
1970s. The "special relationship’ has lost favor in Mexico as an overall
principle for guiding U.S.-Mexico relations. The discoveries of major
petroleum and gas reserves have gi@en Mexico a new strategic significance
to the United States, but other issues are not inviting. In particular,
the immigration of undocumented Mexican workers, and the clandestine
influx of heroin, have aggravated serious socio-economic problems in
the United States. Meanwhile, political divisioms, financial disarray,
and demographic pressures in Mexico have strained the stability of its

post-revolutionary institutions. Suffering from untenable deficits in



the balance of payments and trade, Mexico has required exceptional loans
from U.S. and international banking agencies.

While this complex bundle of issues is increasingly referred to as
"the Mexican problem," its significance transcends U.S.-Mexico relatioms.
As George Ball concludes in his Diplomacy for a Crowded World, "The -

problems one can predict between the United States and Mexico foreshadow
those we will face with many other countries. They are problems for
which we are not prepared--psychologically, intellectually, emotionally,
or in terms of concrete plans and programs."* Indeed, three bilateral
issues--energy, migration, and drugs--rank very high on the U.S. agenda
of global problems that require presidential attention.

Reflecting a growing uneasiness about the future of bilateral
relations, President Jimmy Carter and President Jose Lopez Portillo
agreed in March 1977 to coordinate policies on major issues and to
fashion new mechanisms for managing interdependence. Presidential commit-
ment will prove essential if new measures are to take effect. As an
initial step, the careful cultivation of a new sense of high level trust
and direction, including collaborative discussion of problem issues,
should prove more useful than fast-paced (and inherently unilateral)
U.S. efforts to resolve those issues. It remains to be seen, however,
whether Mexico-related issues can compete with the major policy concerns
confronting the U.S. government at home and abroad.

At the very least, emerging public discussions about bilateral

problems will lead increasingly and inevitably to new discussions of

controversial domestic conditions in both countries, in particular

arousing sensitive public reactions within Mexico and in the U.S. Southwest.

For example, an election-timed letter to President Gerald Ford, signed by
76 U.S. Congressmen in 1976, erroneously warned that Mexico was heading
toward communism behind a "cactus curtain." That unfortunate letter,

and the caustic Mexican reaction, indicated that the potential for public
misunderstandings has grown on both sides, and that bilateral issues

and domestic controversies easily intermingle.

*
George W. Ball, Diplomacy for a Crowded World, Little, Brown and
Company, 1976, p. 250. g




The purpose of this paper is to contribute to bi-national dialogue
regarding the management of future U.S.-Mexico interdependence. While

the specific issues alone suggest a problematic future for U.S.-Mexican

relations, equally serious are the lack of a central policy concept and

of an organizational interface that can motivate dialogue and provide

overall direction in bilateral relatiomns.

While recognizing the importance of private sector interests, this

paper focuses on government-to-govermment relations according to the

following areas of concern:

o The complexity of the major bilateral issues is described

in Section II. While most have proven quite resistant of
resolution, linkages between some issues raise the possi-
bility of trade-offs. However, differing priorities and
domestic linkages have created obstacles to a willingness
to resolve the issues in both countries.

o The evolving nature of the "special relationship" is dis-
cussed in Section III. This central principle in U.S.-

Mexico relations may need revision if it is to provide a
sense of direction to policymaking encounters within and
between the two governments. Whether Mexico is and should
be considered '"special" by the U.S. Government involves
sensitive issues for U.S. multilateral policies.

o The structure of the organizational interface between the

two governments 1s treated in Section IV. The ways in

which the two governments are organized for dealing with
each other affects the treatment accorded to specific issues.
The prevailing compartmentalization of the issues in both
countries, and Mexico's weak representational and lobbying
presence in the United States, have tended to hinder the

prospects for negotiations and bargaining.



o Perspectives on dependency, leverage, and bargaining are

the concern of Section V. Common mythologies of great U.S.
leverage and of negligible Mexican influence have served to
restrain dialogue, and even to create preferences for pre-
serving the status quo and for avoiding bargaining over

issues resolution.

In our final thoughts, we move from a present sense of drift and

disorganization, to a prophecy of failure in the management of future

U.S.-Mexico relations. ‘Interdependence between the United States and
Mexico 1is acute and growing. Yet neither government seems prepared to
establish ways for managing this interdependence. Numerous ideas have
been floated regarding policy measures that might strengthen inter-
dependence. These ideas range in scale from narrowly selective tariff
adjustments to co—spoﬁsored border development programs. However, the
prevailing tendencies in bilateral relations continue to result in
isolated piecemeal efforts at issue resolution, often undertaken with-
out significant consultations, frequently without much effect, and
sometimes with unintended consequences that further strain relatioms.
Doubt is widespread in both countries that either government can

surmount the policymaking constraints which we identify below.



II. BILATERAL ISSUES AND LINKAGES

Few economies and societies are so tangled together as those of the
United States and Mexico. Of the major bilateral issues-——illegal immi-
gration, U.S. access to Mexican oil and gas, trade protectionism-—-not one
has a simple solution. Some issues, especially migration and drugs, are
serious for the United States but Mexico may well prefer the status quo
to possible solutions. Most issues have controversial aspects. A few
seem intractable. Many interact with each other. Some issues link to
major domestic U.S. interests and policies, as well as to domestic factors
of potential political and economic instability in Mexico, which in itself
has become an issue in recent years. Trends in virtually all issue areas
reveal that Mexico's great dependency on the United States will probably

%*
increase.

FINANCIAL STAKES: INVESTMENTS AND CREDITS

The United States has an enormous capital investment in Mexico,
affecting private and public sector relations in both countries. The
book value of U.S. direct investment approximated $3.2 billion at the
end of 1975, representing some 80 percent of the $4 billion estimated as
total foreign direct investment. About 75 percent of the U.S. investment
was in the manufacturing sector. During the past decade, U.S. and multi-
national corporations purchased numerous Mexican businesses, and concen-
trated in the fastest-growing, most profitable sectors of Mexico's

economy-—a fact that has aroused some resentment among Mexicans.

v
Sources regularly consulted regarding most issues include: Comercio

Exterior de Mexico, a monthly publication of the Banco Nacional de Comercio
Exterior, S.A.; Review of the Economic Situation of Mexico, a monthly pub-
lication of the Banco Nacional de Mexico, S.A.; and the Quarterly Economic
Review of Mexico, published by The Economist Intelligence Unit Ltd., London.

An earlier and still informative discussion of a range of bilateral
issues is Lyle C. Brown and James W, Wilkie, "Recent United States-Mexican
Relations: Problems 0ld and New," in John Braeman, et al. (eds.),
Twentieth-Century American Foreign Policy, Ohio State University Press,
1971, pp. 378-419. :




While Mexico needs foreign investment to create jobs and exports,
the government has advanced numerous laws to restrict and guide its
impqgt, while also seeking to stimulate domestic private investment.*
Foreign investment is not permitted in basic industries including
petroleum, basic petrochemicals, gas distribution, nuclear energy,
electric power, railroads, telecommunications, most transportation, and
forestry. State enterprises control these areas (although some are
heavily indebted to foreign banks). In many other areas, the law requires
"Mexicanization," that is, Mexicans must hold 51 percent equity interest.
Recent laws specify cost-benefit criteria for evaluating the merits of a
proposed foreign investment, and require increased domestic benefits from
technology transfers. In general, the intent is to protect domestic
industries, strengthen domestic participation in joint ventures, and
halt "denationalization" of the business economy.

Implementation. of these laws has proven quite pragmatic. Yet their
initial appearance created widespread uncertainty among foreign business-
men, while in general the policies of the Echeverria administration alsov
lost the confidence of domestic businessmen. The ensuing withdrawal of
investments and capital flight contributed significantly to the peso
devaluation/flotation in late 1976. Since the change of administrationms,
Mexico's private sector has promised to support the new president’'s
plans. But President Lopez Portillo has received greater confidence and
support from U.S. and other foreign investors, who have rescued Mexico's
economy from its greatest monetary crisis in decades.

The economic crisis confirmed that the United States had enormous
financial as well as capital stakes in Mexico. Indeed the United States
has recently provided greater support to Mexico's monetary system than to
any other developing country. At the time of the peso devaluation, the
Eptal foreign debt of Mexico's public sector approximated $20 billion

*The regime of former President Luis Echeverria, noted for its
nationalistic bent, promulgated important new codifications, consisting
of the Law to Promote National Investment and Regulate Foreign Invest-
ment, the Law on the Transfer of Technology, and a Law on Patents and
Trademarks. These created a set of new institutions, notably the National
Commission on Foreign Investment, the National Registry of Foreign Invest-
ments, and the National Registry of Technology Transfer.



(with the private sector debt summing another $7-8 billiomn). U.S.
commercial banks held more than $10 billion of this debt, while the
U.S. Export-Import Bank, the World Bank, the Inter-American Development
Bank, and other U.S.-supported institutions accounted for additional
billions of exposure. Apart from the foreign debt, the current account
deficit in Mexico's balance-of-payments for 1975 rose dramatically to
$4.2 billion, most of it with the United States. This deteriorating
situation owed largely to a trade deficit, a tourism decline, and to a
great increase in borrowing and spending by the Echeverria administration
to expand the public sector's role in Mexico's economy.

While an estimated $2-4 billion left Mexico during a near-panic in
1976, U.S. and foreign financial institutions committed large credits
to avert a continuing crisis after the peso devaluation. Initial steps
included drawing rights for $1.2 billion from the International Monetary
Fund (IMF), and a Eurocredit loan of $800 million from a consortium of
64 banks, including U.S. banks. In addition, the U.S. Treasury and
Federal Reserve offered $600 million in short-term drawings to the Bank
of Mexico. Although this stabilization effort rescued Mexico's economy
during 1976-1977, its longer-term financial stability will require
additional billions from international and domestic sources.

The IMF agreement, by requiring Mexico to abide by an austere
stabilization program for three years, has restricted the economic and
political flexibility of the Mexican government. However, following
an appeal to the U.S. government, the Mexican government did gain
exemption of the state oil company, Petroleos Mexicanos (Pemex), from
the limitations on public sector borrowing. This frees Pemex to seek
large credits for petroleum development. President Lopez Portillo mean-
while warned about a potential "South Americanization" of Mexico's poli-
tics if the United States should prove unresponsive to Mexico's economic
needs. Indeed, concern had spread that the original IMF requirements

*
might seriously strain political cohesion among Mexico's governing elites.

*

Cabinet changes in Mexico in December 1977, eliminating two top
economic advisers, reflected internal controversies regarding IMF con-
straints on government budgetary policies.




PETROLEUM

U.S. interests in Mexico's o0il and gas reserves have strategic sig-
nificance, and may provide Mexico with some bargaining leverage. With the
development of new on-shore and off-shore oil fields, the present cautious
estimate of nearly 20 billion barrels of proven hydrocarbon reserves
(including oil and mixed gas) may soon rise to 30 billion barrels, and
possibly to the 60 billion figure frequently cited in foreign reports.
Pemex has compared fields in Tabasco-Chiapas and the Gulf of Campeche to
the Alaskan and North Sea finds respectively.

Pemex plans to double both crude production and refining capacity
Aand to triple its petrochemical output during the current presidential
sexenio, 1977-82. Accordingly, petroleum production will rise from 1.1
million barrels daily at present, to 2.2 million barrels daily by 1982.
Exports, mostly in crude form, will increase from 200 thousand barrels
daily at present, to 1.1 million barrels daily by 1982. The United States
and Israel buy most current exports. While Pemex production already
exceeds its schedule, the Central Intelligence Agency recently released
an estimate that Mexico could produce 2.2 million barrels daily by 1980,
and possibly double that figure by 1985. Other recent appraisals show
similar optimism.

According to Pemex projections, Mexico stands to earm more than
$20 billion from exports during the sexenio. Revenues close to $1 billion
in 1977 may rise to $6-8 billion annually by 1982. Meanwhile, petroleum
development will require some $15 billion in investments, including $5
billion for equipment imports.*- The Pemex program may generate about
§0,000 new jobs, and at least 100,000 more in areas indirectly related
to petroleum production.

The expansion program will require foreign financial and techno-
logical support. To raise the $15 billion for investments, Mexico aims

to mix domestic with foreign capital on a one-for-one basis. Mexico

*These publicized dollar figures should be regarded as rough con-
versions from estimates in pesos. TFor example, Pemex currently estimates
its investment program at 310 billicn pesos. The total Pemex budget will
amount to some 900 billion pesos. The estimate for export earnings runs
about 450 billion pesos.



will not accept foreign financing that is conditioned on direct partici-
pation in the state oil industry. Nonetheless, Pemex has a long history
of obtaining credits from U.S. and European financial agencies. Recent

measures include loans negotiated in the Eurodollar market and with the

U.S. Import-Export Bank, as well as the sale of "petrobonds" secured by

the Mexican govermment.

While Pemex is deservedly proud of its technological achievements
at near self-reliance, it remains partially dependent on U.S. and other
foreign companies for specialized equipment and services that all oil
companies require to some degree from outside contractors. Mexico's
petroleum development will surely require large purchases of equipment
and services from U.S. suppliers. Foreign consulting service contracts
are arranged through the Mexican Petroleum Institute. Private foreign
investment, to a level of 40 percent participation, may enter the
secondary ‘petrochemical industry sectors through the Institute.*

By declining for the present to join the Organization of Petroleum
Exporting Countries (OPEC), Mexico expects to preserve its freedom of
action, to acquire some bargaining power, and to avoid possible sanctions
under the U.S. Trade Law of 1974, while still obtaining high prices for
its oil exporté. Mexico is discussing oil sales in exchange for foreign
products and technical cooperation with Brazil, Canada, France, and the
Soviet Union. Mexican officials have objected publicly to signs of U.S.
pressures for special petroleum access.

Mexico's petroleum policy is a politically delicate issue. Mexican
nationalism is symbolized by the 1938 expropriation of foreign oil com-
panies, and by the sanctity of Pemex as the nation's sole producer and
supplier. The prospect of large-scale petroleum development has excited
public concern that voluminous exports will increase Mexico's dependency
on the United States, and possibly jeopardize Mexico's sovereignty and
security. Conservationists in Mexico advocate dedicating the oil mainly

to the manufacture of fertilizers, plastics, and other petrochemicals

*
Pemex also exports technology abroad, including for two petro-

chemical plants to be constructed in the United States.
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that meet growing domestic needs, while preserving the reserves for

future generations.

NATURAL GAS

Pemex has discovered major gas deposits in Tabasco-Chiapas and in
several northern states, including Baja California. The Tabasco-Chiapas
0il fields alone may contain 20 trillion cubic feet of mixed gas, com-
pared to the 26 trillion cubic feet estimated for Prudhoe Bay, Alaska.
Pemex plans to produce 3.6 billion cubic feet of natural gas per day
by 1982.

Pemex and six U.S. inter-state pipeline companies are negotiating
an agreement to comnstruct a 750-mile pipeline from the Tabasco-Chiapas
fields to the Reynosa-McAllen border area. The pipeline would be built
during 1978-79 at a cost over $1.5 billion, financed by Pemex and foreign
sources, and providing employment for thousands of Mexican workers.
Initial exports of one billion cubic feet per day would rise to two
billion cubic feet per day by 1980-81l. Mexico seeks to charge prices
substantially higher than for U.S. regulated gas, thereby arousing
objections in the U.S. Congresé that have slowed the final negotiation
of U.S. loanms.

Whereas oil constitutes a national problem for the United States,
gas represents more of a problem for specific states. The Mexican gas
would be distributed over various U.S. pipelines, with some 175-300
million cubic feet daily going to California. Governmor Jerry Brown
and President Lopez met in April 1977 in Baja California to discuss
future gas acquisitions that could ease California's looming shortages.
During February 1977 President Lopez agreed with President Carter to
supply gas on an emergency basis for 60 days to ease winter shortages
in the northeastern states. <

Mexico wants its gas sales to result in U.S. purchases of other
products. However, critics in Mexico protest that the pipeline will

increase dependency on the United States.
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GENERAL TRADE AND PROTECTIONISM

While Mexico's economic growth depends greatly on U.S. economic

conditions and on bilateral trade, the two countries conduct their trade
without benefit of a general treaty or agreement. The last formal instru-
ment, the Reciprocal Trade Agreement of 1942, expired by mutual consent
in 1950, largely because of Mexico's concern to protect its import sub-
stitution policies and maintain its freedom of action. For similar
reasons Mexico also declined in 1947 to join the General Agreement on
Tariffs and Trade (GATT), but it has recently become interested in the
Multilateral Trade Negotiations (MIN) relating to GATT. While the United
States has extended "most favored nation" status to Mexico through in-
formal understandings, the trade interplay has stayed higﬁly complex,
focusing mainly on specific items and restrictions.

Each country has sought increased access to the other's markets
for agricultural and manufactured goods. Mexico, through accounting
for only some 3 percent of U.S. imports and 5 percent of U.S. exports,
has nonetheless constituted our fourth leading trade partner. The
United States is Mexico's leading trade partner, accounting for some
60 to 70 percent of imports and exports in recent years. For example,
figures for 1973-1976 show that Mexico's annual imports from the United
States ranged $3-5 billion, while U.S. imports in turn ranged $2-3.5
billion. Mexico's main exports have consisted typically of cotton, coffee,
sugar, tomatoes, cattle, shrimp, fluorspar, zinc, and various electronic
and electrical goods. U.S. exports have consisted largely of capital goods
(equipment and machinery), and increasingly of grain foodstuffs. Imports
by Mexico's public sector have grown faster than for its private sector.
Mexico restricts the importation of luxury and consumer goods.*

Mexico has historically incurred a trade deficit with the United
States, which was largely offset by tourism and border commerce until
1975. Mexico's shift in policy emphasis from import substitution to
export diversification helped encourage export growth in the early 1970s.

*
These import restrictions in turn motivate significant smuggling
operations.
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However, this growth faltered as a result of industrial recessions in
the United States and abroad, the decline in world commodity prices,
financial and political difficulties in Mexico, as well as a downturn
in foreign investment and tourism. While Mexico's public sector in
particular continued to increase its imports,'the trade deficit enlarged
to an alarming $3.6 billion in 1975, of which some $2 billion was with
the United States.

Restrictive measures were adopted in the mid 1970s by both Mexico and
the United States to protect their respective employment and balance-of-
payments situations. Both countries have recently sought to simplify
their tariff, quota, and licensing systems--but while barriers have gone
down in some product areas, others have gone up. On balance, Mexico has
benefitted from the U.S. Trade Act of 1974 and the Generalized System of
Preferences (GSP), although it's competitive-need ceiling restricts the
volume of certain exports.

Protectionism has been the source of most complaints. The principal
U.S. trade problems have concermed Mexico's import licensing requirements,
which apply to over 60 percent of all import categories in its tariff
code, and Mexico's refusals to allow U.S. access to local markets for
some items that Mexico exports on a competitive basis to U.S. markets.
Other complaints have focused on Mexico's official pricing policies, on
inordinate "red tape" delays, on defaulting of some negotiated contracts,
and on the "dumping" of certain items, most recently sulfur, copper,
and cement. Mexico has defended its protective licensing policies, and
rejected reciprocal market access, for purposes of maintaining local
employment, even though the inefficiencies and costliness are recognized.

Mexico has protested principally about the lack of long range,
unimpeded access to U.S. markets, without threat of sudden marketing
order restrictions that have especially affected Mexico's exports of
winter vegetables, as well as beef, textiles, and shoes. Tomatoes, a
significant earmer of foreign exchange, have been a sensitive item

*
affecting U.S. growers in Florida and Southern Californmia. Mexico has

*See Thomas G. Sanders, The Modern Agricultural Sector of Sinaloa
and Mexico's Population Growth, Fieldstaff Reports, North American Series,
Vol. III, No. 1, 1975. Sanders has produced a wide range of useful and
informative Fieldstaff Reports from Mexico.
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complained about U.S. applications of voluntary quota reductions without
sufficient prior negotiation, and about U.S. non-tariff barriers, in-
cluding health and safety regulations, that discriminate against agri-
cultural items in particular. Mexico has also objected to the United
States as representing a middleman in triangular trade with countries
like Canada and Japan.

Regarding current developments, President Lopez has placed U.S.
trade concessions at the top of his negotiating agenda, mentioning agri-
cultural products in particular. The special bilateral trade agreement
signed in December 1977 represents a significant step that will open
U.S. markets to $63 million in Mexican products, and Mexican markets to
$36 million in U.S. goods. During the negotiations, handled within the
MIN framework in Geneva, Mexico proved willing to make concessions con-
cerning its import-licensing system, and became the first developing
country to reach a bilateral agreement with the United States within
a multilateral framework.

While the foregoing agreement mainly concerned tropical products,
Mexico aims to increase its manufactured exports as well. The peso
devaluation should increase Mexico's comparative advantage. However,
results are mixed so far, and it is not clear that increased export
opportunities will lead to new production aﬁd employment. One problem
is that Mexican businessmen expect higher profits than their American
counterparts, and are not particularly efficient and competitive in
many product areas.

In the past few months, Mexico's trade deficit has diminished, and
future prospects seem excellent for large exports of petroleum, gas,
and eventually of phosphates. However, Mexico's population growth and
agricultural disorganization are expected to lead to growing importation
of basic foodstuffs, while U.S. business protectionism may impede in-

creased Mexican exports of agricultural and manufactured products.
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THE IN-BOND INDUSTRIES®
Chronic high unemployment in northern Mexico, intensified by the

1964 termination of the U.S. bracero agreement, stimulated the Mexican
government in 1965 to initiate the Border Industrilization Program
(BIP).* U.S. and Mexican officials hoped the program would alleviate
" the growing potential for social unrest in northern Mexico.

Mexico passed new léws in 1965 to attract U.S. investments'in
manufacturing for the U.S. market. These laws allowed the duty-free
entry of foreign materials and components for use by assembly plaﬁts
(maquiladoras) located within a zone two-kilometers deep along the

border, provided that their total output was exported. In 1972, Mexico
modified the laws to allow the in-bond plants to locate anywhere in
Mexico's interior, where unemployment was often higher and wages lower
than along the border. The new laws also provided for some in-bond
production to be sold inside Mexico. The program exempts the plants
from the new foreign investment law, which requires 51 percent Mexican
equity in foreign-invested enterprises. :

The Mexican program depends on U.S. import policies that grant U.S.
plants access to special items 807.00 and 806.30 of the U.S. Tariff
Schedule. 1Item 807.00 enables U.S. components and materials to be
assembled abroad (in any country) and return as duty-free products to
the United States——with import taxes levied only on the value added
from the non-U.S. portions of the assembly operations, including non-
U.S. components. These tariff items have permitted hundreds of U.S.
businesses to remain cost competitive by moving their labcr—iﬁCEnsive
assembly operations to low-wage locations abroad. For many U.S.
businesses, pressured by rising wages and inflation-recession a£ home,
the only alternative was to close shop.

Though not among the first cdﬁntrges to take advantage of the U.S.
tariff items, Mexico became the major beneficiary by the mid 1970s.

The number of plants in Mexico gres to a peak of 586 in 1974. Then

*The standard U.S. work is Donald W. Baerresen, The Border Indus-
trialization Program of Mexico, D. C. Health Company, 1971. Some critical
but interesting material appears in "Hit and Run: U.S. Runaway Shops on
the Mexican Border," NACLA's Latin American and Empire Report, July-
August 1975.
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rising wages in Mexico, combined with further inflation-recession in the
United States, drove numerous plants to reduce their operations. More
than a hundred closed shop entirely, some moving to countries where wages
were lower and better regulated. However, by late 1977 Mexico's in-bond
program began to revive, in response to the peso devaluation, the moder-
ation of local wage-hike demands, and the U.S. economic recovery.
Illustrating the program's dimensions, figures for 1975 estimated
the total number of plants at 447, with only 22 located in Mexico's
interior. U.S.-owned subsidiaries of major U.S. corporations accounted
for about 90 percent of the plants. Most of these engaged in electronic
assembly, apparel industry, and food processing. Many operated a twin-
plant system, with a plant on each side of the border. In 1975 the total
value of U.S. imports from Mexico under the special tariff items amounted
to slightly over one billion dollars, representing about 30 percent of
total U.S. imports from Mexico. The dutiable value added was $468
million, or 46 percent of the total in 1975--rising to $520 million in
1976. Figures for 1977 still show 447 in-bond plants, now including 43
in Mexico's interior; and direct employment numbers about 76 thousand.
The in-bond program stirs ambivalent reactions in Mexico. Critics
contend that the maquiladora system increases dependency on the United
States and mainly benefits U.S. businessmen, while also strengthening
powerful political conservatives in northern Mexico. Moreover, the
critics assert, the system has not produced spin-off industries in Mexico,
nor otherwise advanced its technological development and alleviated
unemployment. In fact, the maquiladora system has encouraged migration
northward. Unemployment remains chronic among young males and heads of
household, while 90 percent of the plant employees are women, mainly
single in the 16-24 years age bracket. Nonetheless, expansion of the

maquiladoras represents a very significant alternmative available to the

Mexican govermment for creating new jobs.

Within the United States, organized labor has demanded elimination
of item 807.00, contending that the In-Bond Industry Programs damage
the U.S. economy by exporting U.S. jobs to foreign countries and exposing
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U.S. workers to low-wage competition.* However, their opposition seems
directed mainly against the in-bond establishments in Western Europe,
the Far East, and the Caribbean Basin, since salaries and wages paid
there fail to enter the United States. Those paid in northern Mexico
largely return to the United States through border transactions and
imports.

THE BORDERLANDS
The borderlands comprise a special zone with its own special problems.

Here two distinct cultures and disparate economies make contact in a
semi-arid land some two thousand miles long, a couple hundred miles wide,
including parts of four U.S. and six Mexican states, and populated by
some six million citizens from both countries. At times the borderlands
seem far from the heartlands of either nation. The U.S. side has a strong
Chicano sub-culture, while the Mexicans often consider their norteflos a
special breed. The U.S. side contains what some label the '"poverty

belt" of the American Southwest, yet Mexicans tend to see the border as

a land of hopeful opportunities.** Washington and Mexico City each field
numerous agenciles to regulate border activities, yet neither federal

capitol has much effective control.

*Donald W. Baerresen, "Unemployment and Mexico's Border Industriali-
zation Program," Inter-American Economic Affairs, Autumn 1975, pp. 79-90,
stipulates that elimination of item 807.00 would severely harm Mexico's
program and stimmlate U.S. investors to transfer assembly operations to
other foreign countries--without necessarily increasing U.S. employment.
However, a calculated increase in U.S. import duty rates, combined with
retention of item 807.00, would stimulate U.S. investors to shift overseas
assembly operations into Mexico, and would benefit employment in both the
United States and Mexico--while still leading to a decline in the total
value of U.S. imports under item 807.00

**The U.S. Bureau of Census classifies nearly 30 percent of the Mexican-
American population located in the region as living below the poverty level.
Regarding the adverse effects of the Southwest rural economy on Chicanos,
and the related impact of undocumented workers, see Vernon M. Briggs,
Chicanos and Rural Poverty, The Johns Hopkins University Press, 1973; and
Briggs, ""The Mexico-United States Border: Public Policy and Chicano
Economic Welfare," monograph, University of Texas at Austin, 1974.
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Border issues involve far more than illegal immigration. Citizens
of both nations direct crime and violence at citizens of both nationms.
Officials of both govermments, charged with border control operatioms,
sometimes mistreat citizens of both nations. Juvenile delinquency,
pollution, flood control, and disaster relief concern officials on both
sides. While U.S. border cities seek to attract Mexican shoppers, Mexico
counts on tourist transactions and border industrialization to create
thousands of jobs and help balance Mexico's trade deficit with the United
States.

The borderlands are reknowned for their clandestine trade in "undocu-
mented alien goods," roughly valued in the billions of dollars. The
smuggling of weapons and contraband consumer goods (appliances, televisions,
automobiles, cigarettes) into Mexico may have entailed a currency outflow
of some $500 million to $1 billion in 1976--up from an estimated $250
million in 1970. However, as discussed above, narcotics trafficking may
return double the amount into Mexico.*. Adding to this the estimated
$1-3 billion in remittances from undocumented workers we see that
the unofficial balance of clandestine payments runs significantly in
Mexico's favor--though it escapes becoming direct govermment revenue.

The federal governments have attempted to organize special programs
for border development, though without much success in recent decades.
Mexico's President Adolfo Lopez Mateos initiated a Programa Nacional
Fronterizo in 1961 that engaged in some beautification projects for a
few years. Bilateral cooperation in the Border Industrialization Program
(BIP), begun in 1965, proved vastly more effective. Presidents Lyndon
Johnson and Gustavo Diaz Ordaz also founded the U.S.-Mexican Commission
for Border Development and Friendship (CODAF) in 1966; it raised high
hopes until its termination in 1979.

*

Both U.S. and Mexican officials in the field along the border see
some contradiction between Mexico's anti-drug cooperation with the United
States, and the lack of similar U.S. cooperation to halt contraband flow-
ing into Mexico.

*Meanwhile, state and municipal organizations joining both sides
of the border--including the Commission of the Califormias, the Arizona-
Mexico Commission, the Good Neighbor Commission of Texas, and the bi-
national Border Cities Association--have served as useful communications
networks outside the federal framework.
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Since then, the two governments have not joined to organize a new
bilateral development program along the border. The Mexican government
has shown increasing concern about its apparent lack of central control
over the border economy, which seems increasingly integrated with the
U.S. economy. The creation of customs-free zones in the northern states
signified recognition by Mexico City that it could not effectively regu-
late border commerce and contraband smuggling. On the positive side,
the new govermor of Baja California, Governor Roberto de la Madrid,
considers his state to be Mexico's "most important outpost' along the
2000-mile border, and wants Baja to represent a model of good relations
with the United States. In particular, he seeks U.S. cooperation to
develop fishing, agriculture, tourism, and assembly plants, and thereby
to alleviate unemployment along the California border.* A close personal
friend of President Lopez Portillo, Governor de la Madrid could play a
very influential role in shaping U.S.-Mexico relations at their territorial
contact point, the border.

Meanwhile, in the United States, recent Title V legislation, falling
under the responsibility of the Department of Commerce, has entailed
creation of the Southwest Economic Development Region as a kind of
"Appalachia program'' for the four U.S. border states. In additiom, the
Carter administration has proposed the establishment of a border manage-
ment agency that would absorb the fragmented, poorly coordinated operations
of the Bureau of Customs, the Immigration and Naturalization Service
(INS) and possibly the Coast Guard. Government officials have begun
to recognize that law enforcement perspectives alone will prove inade-
quate to deal with the social and cultural complexities of the border-
lands, which represent both the melting pot and the boiling pot of U.S.-
Mexico relatioms.

*
See Frank del Olmo, "The Border: A Promising Sexenio," Nuestro,
December 1977, pp. 54-55.
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TOURISM

Tourism represents Mexico's second largest industry and a leading
source of foreign exchange, next only to petroleum. During the early
1970s, tourism grossed Mexico about $2 billion annually and employed
some 350-450 thousand individuals. In good years, three to four million
tourists a year visit Mexico's interior for several days, 87 percent of
them from the United States. Millions more visit border cities on brief
excursions and business tramsactioms.

Mexicans own most of the tourist industry, and the Mexican govern-
ment itself is making large investments to develop new sites and facili-
ties. Mexico is counting on tourism to remain a leading source of income
and foreign exchange to help offset balance-of-payments deficits.

Aided by the peso devaluation, the tourism industry is now recover-
ing from a temporary decline that began in 1974. Late that year, American
Jewish leaders organized an effective tourism boycott in protest against
Mexico's vote in the United Nations supporting a Third World.bloc resolu-
tion to condemn Zionism as racist. The boycott cost Mexico millions of
dollars in revenue. Economic recession in the United States, and reports
of tourist deaths and political unrest in Mexico, further inhibited U.S.
tourism.

The image of Mexico's political stability has historically affected
the volume of tourism. Thus after anti-U.S. disturbances in the late
1950s and early 1960s led to drops in tourism, the Mexican govermment
moved to take greater security precautions in the future. For example,
the governﬁent quelled the student-led disturbances in 1968 partly in
order to assure the staging of the Olympic games.

At present, Mexico's tourism leadership reports that the recent
decline in U.S. tourism accounts significantly for the recent increase
of illegal migration to the United States.* Accordingly, thousands of
the migrants are displaced workers from hotels, restaurants, stores, and

other businesses that rely on tourism for sales and income. As one

®
See interview with Mexico's Director of Tourism, Guillermo Rosell
de la Lama, reported in the San Diego Union, May 9, 1977, p. B-3.
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remedial measure, Mexican officials request doubling the $100 limi-
tation on goods with which Americans may return duty-free from Mexico.
Mexicans have also objected to a change in U.S. tax laws limiting the
deductability of conventions held outside the United States.

Mexican tourism to the United States has expanded significantly.
Close to a ﬁillion Mexican tourists visited the United States annually
prior to the peso devaluation and their expenditure of nearly $1
billion in 1976 proved a drain on Mexico's balance of payments. These
- expenditures, though representing only two percent of total tourist
spending in the United States, added vital commerce to U.S. border cities.

THE MIGRATION OF UNDOCUMENTED WORKERS

The most impassioned issue historically is the illegal immigration
of Mexicans seeking work in the United States. Millions of Mexican
nationals (estimated between two and eight million) ;éside illegally in

the United States on a permanent or temporary basis. About a million

or two cross the border surreptitiously each year. Hundreds of thousands
—over 900 thousand in 1977, compared to about 90 thousand in 1967--are
caught and returned to Mexico. Other hundreds of thousands return
seasonally to their families and communities. On balance the ebb and
flow of illegal migration from Mexico probably adds an annual increase

of several hundred thousand to the U.S. population, which presently
totals about 215 million.

The migration pattern stems f}om the huge wage differentials between
the two countries, and from the shortage of jobs in Mexico. Unemployment
-underemployment there runs about 30 percent and job creation lags far
behind population growth. Moreover, Mexico's gross domestic product of
$80 billion runs a mere $1300 per capita, while the $1.5 trilliom U.S.
economy offers an alluring $7000 per capita as well as millions of job
opportunities.

The migration incentives may increase. At present, the floating
devalu;tion of the peso and economic recession in Mexico increase the
attractiveness of earning U.S. dollars. In the future, Mexico's popu-
lation, growing at one of the world's highest rates (about 3.5 percent
a year), may nearly double by the year 2000 (from the present 65 million
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to 120 million) and its labor force may triple in size, while job oppor-
tunities fail to keep pace. Birth control measures have spread among
some urban, middle-class sectors--but not among rural populations where
the growth rate remains highest, and the jobs scarce.

Some U.S. domestic interests claim that the presence of Mexican aliens
represents an economic threat. Accordingly, the aliens take jobs away
from less-skilled Americans. They put Americans on unemployment and wel-
fare rolls. They depress wage scales. They undercut union organizing
efforts. They remit millions, perhaps billions of dollars in detriment
to the U.S. balance of payments. They consume more in welfare and edu-
cational services than they pay in taxes. They generate crime, corruptionmn,
and a multi-million dollar smuggling racket. They are creating the poten-
tial for a new wave of civil rights problems in the 1980s-1990s.

Contrary to those views, recent field research indicates that removal
of the aliens would resolve none of those issues, and that the aliens may
contribute more to the U.S. economy than they take out. Accordingly, the
aliens often take the lowest-paying, least-skilled, dirtiest jobs--in
agriculture, canneries, packing houses, restaurants, hospitals, garment
and construction industries--while Americans collect unemployment or
welfare. Aliens enable some industries to survive that otherwise might
succumb to rising wages or cheaper imports. Aliens pay far more in taxes
than they consume in social services. Aliens a}e carefully law-abiding
to avoid detection and deportation. Indeed, costly policing measures
could not stem the crossings from Mexico, whose economic stability

*
depends significantly on migration opportunities as a ''safety valve."

*Recently published studies on illegal migration to the United States
include: Jorge Bustamante, "Impact of Undocumented Immigration from Mexico
on the U.S.-Mexico Economies,” in Fronteras 1976, Proceedings of a Con-
ference on The International Border in Community Relatiouns, San Diego,
California, November 19-20, 1976, pp. 28-50; Wayne A. Cornelius, Mexican
Migration to the United States: The View from Rural Sending Communities,
Migration and Development Study Group, Massachusetts Institute of Technology,
June 1976; David S. North and Marion F. Houston, The Characteristics and
Role of TIllegal Aliens in the U.S. Labor Market: An Exploratory Study,

Linton and Company, Inc., Washington, D.C., 1976; U.S. Department of Justice,
Domestic Council Committee on Illegal Aliens: Preliminary Report, Office of
Policy and Planning, Washington, D.C., December 1976; Joyce Vialet, Illegal
Aliens: Analysis and Background, Congressional Research Service, Library

of Congress, Washington, D.C., February 1977.
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In a plan made public in mid 1977, the Carter administration rec-
ommended: amnesty and permanent resident status for some aliens,
temporary resident status for others, civil penalties for employers
who knowingly hire illegal aliens, large expenditures on border enforce-
ment, and economic cooperation for developing labor-intensive;projects
in source countries.* The H-2 certification system, which allows
employers to request te&porary foreign workers through the Department
of Labor, will also be reviewed. As part of the border enforcement plan,
the Immigration and Naturalization Service has requested the additiom
of 2000 persomnel (about a third being Border Patrolmen), helicopters,
vehicles, and ground sensors at an initial cost of $90 million. The
Carter administration has ruled against a new bracero-like program or
mass deportation for the ptesent.**.

The Lopez Portillo government has quietly objected to the Carter
plan. While Mexico prefers the unmanaged status quo as a "safety valve,"
its government officials have proposed alternatives: a temporary worker
program that would avoid the abuses of the bracero system, as well as U.S.

trade preferences and tourism measures that would generate employment in
Mexico.

* .
Some controversial legal aspects of the Carter plan are discussed by

Arturo Gandara, The Chicano/Illegal-Alien Civil Liberties Interface, The
Rand Corporation, P-6037, November 1977.

- ** e would like to raise a (potentially controversial) idea, not seen
elsewhere. Our idea amounts essentially to legitimating and controling the
illegal migration, on a pay-as-you-go basis, by charging an official fee
for a temporary work permit.

For example, the fee might be set in accordance with the going rates
for smuggling and deportation. At present, smugglers charge about $200 to
transport an individual into the United States. The INS estimates that
apprehension and deportation cost about $225 per individual. These consid-
erations suggest institutionalizing a system whereby a certain number of
temporary work permits (say for six months) may be 'rented" by individuals
who are required to pay a flat rate (say $200) which is refundable upon
relinquishing the work permit by its expiration date. The permit could be
used for identification purposes with prospective emplovers. If the
individual does not relinquish the permit and return to his country within
the valid time period, he/she would forfeit the security deposit.

While other elaborations come to mind, our basic point 1s to pro-
pose discussing the potential usefulness of converting the illegal migra-
tion phenomena into a legal public enterprise that pays for itself. Any
surplus funding might be dedicated to economic development projects along
the border; other uses are also imaginable.
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DRUGS AND NARCOTICS
Drug abuse has become a major problem in the United States, entail-
ing an estimated $14 billion in social costs, and involving some 400-600

*
thousand heroin users. About 85-90 percent of the heroin available on

American streets originates in Mexico, which is also a major source of
marijuana and pharmaceutical drugs, as well as a transit point for cocaine
from South America. Heroin production in Mexico expanded rapidly after

1972, following effective U.S. campaigns to eradicate smuggling from France
and Turkey. This multi-million and possibly billion dollar 'growth industry"
in Mexico reportedly involves some 25,000 acres of opium poppies, distributed
among twice as many small plots in remote mountain areas, and employing

some 250-500 thousand individuals in cultivation, processing and distributiom.

While U.S.-Mexico drug cooperation began in the 1950s, Mexico agreed
to a greatly enlarged effort in 1969 following the near-closure of the
border by the U.S. government with "Operation Intercept.'" At first directed
mainly against marijuana and presently against heroin, U.S.-Mexico cooper-
ation has included: an opium-poppy eradication program, intelligence and
route interdiction opefations, and joint efforts to apprehend and prosecute
drug traffickers. Mexico has spent millions of dollars on civilian and
military progréms ($35 million in 1976) with loss of life and equipment,
to cooperate with the United States. Mexico has also become a high priority
of the International Narcotics Control Program administered by the State
Department, in collaboration with the Drug Enforcement Administration (DEA).
In 1976, these programs provided $11 million for helicopters, herbicides,
technical assistance and liaison advisers to Mexico.

U.S.-Mexico cooperation may prove successful in the long run. None-
theless, U.S. accusations of official corruption in Mexico have hampered
cooperation. In turn Mexican critics have charged that some activities
of U.S. agents, and their collaboration with local military and police
units, constitutes one more form of U.S. intervention in domestic affairs.
Mexican officials see a contradiction between U.S. pressures to be 'tough'

on drugs but later "soft" on prisoners of U.S. citizenship. These aspects

*
White Paper on Drug Abuse, A Report to the President from the
Domestic Council Drug Abuse Task Force, Washington, D.C., September 1975.
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have publicly embarrassed the Mexican govermment, which has pointed out
that the solutions to the U.S. drug problem ultimately reside within the
United States.

MEXICO'S STABILITY

Recent events in Mexico have surprised many observers. At first,

the large student-led disturbances of 1968 seemed an exceptional event
of exaggerated importance. However, the subsequent emergence of rural
insurgency, urban terrorism, peasant unrest, divisiveness between certain
business and govermment elites, doubts about the viability of the govern-
mental party (the PRI-Institutional Revolutionary Party), rumors of
increased military participation in politics, the largest turnmover of
government officials since 1940, and a striking presidential rhetoric
of reform in the presence of a severe balance-of-payments deficit, slowing
economic growth rates, rising unemployment, and one of the worst income
distribution patterns in Latin America, all stimulated questions whether
the regime of former President Luis Echeverria would preserve ingtitutional .
continuity. His closing acts in office, to expropriate commercially
valuable lands in northern Mexico and to permit devaluation of the peso,
temporarily converted these questions into fears of an imminent insti-
tutional crisis. :

In this setting, the inauguration of President Lopez Portillo aroused
great popularity and widespread relief throughout Mexico and in the United
States. The International Monetary Fund, the U.S. govermment, and U.S.

as well as other banks, meanwhile assisted in restoring some balance to

*A brief overview of U.S.-Mexico drug cooperation efforts and problems
is provided in The Shifting Pattern of Narcotics Trafficking: Latin
America, Report of A Study Mission to Mexico, Costa Rica, Panama, and
Colombia, House Committee on Intermational Relations, U.S. Congress,
Washington, D.C., May 1976.

Useful material appears in Richard B. Craig, "La Campafla Permanente:
Mexico's Anti-Drug Campaign,'" a paper presented at the Annual Meeting of
the Latin American Studies Association, Atlanta, Georgia, March 25-28, 1976.
The paper provides findings from extensive field research in drug-producing
areas of Mexico.
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Mexico's economy. And the domestic unrest and violence subsided.* Thus
the fears of instability soon returned to the status of questions, tempered
by forecasts that new oil income will rescue Mexico from its socio-ecdnomic
problems.

The progress of post-revolutionary Mexico is frequently termed an
economic "miracle' supported by the '"genius" of the Mexican political
system and by the "myth" of revolutionary legitimacy. While one set of
intellectual critics or another has often predicted crisis and collapse,
Mexico's instituﬁions have always preserved their stability. Most observers
regard the recent political troubles as being transitory to the inherent
resilience of the permanent revolution. Such troubles merely reflect the
belated and temporary passing of trends that have already coursed else-
where around the world. Accordingly, the renewed prophecies of institu-

tional crisis deserve to be dismissed.

A Speculation

The prospects for stability and continuity appear reasonably good,
though not so good as before 1968. No one has made a convincing argument
that Mexico has entered an institutional crisis. Even so, our own judge-
ment concludes.that Mexico is, or will be, experiencing an institutional
transformation that may engender unrest and struggle.

In traditional conceptions, the Mexican government is ruled by a
"revolutionary family" or coalition of elites, headed normally by the
existing president. This family has carefully included new post-
revolutionary generations along with the original inheritors of the 1910
Revolution. The president has relied mainly on two institutional
pillars. The most important 1is the PRI party, given its remarkable

ek
capacities for mobilization, control and cooptation. The second pillar

*

Economic grpwth 1s not a sure sign of political stability: the
violent disturbances in 1968 and prior incidents in 1967 occurred during
years of relatively good economic performance in Mexico.

*%

On methods of control and cooptation, see David Ronfeldt, Atencingo:
The Politics of Agrarian Struggle in a Mexican Ejido, Stanford University
Press, 1973 (updated and published in translation as Atencingo: La Polftica
de la Luch Agraria en un Ejido Mexicano, Fondo de Cultura Economica, 1975.
Also see Evelyn P. Stevens, Protest and Response in Mexico, The Massachusetts
Institute of Technology Press, 1974.
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is the army, given the sparing use of its limited, but occasionally
critical, capacities for maintaining order and repressing dissent on
behalf of the chief executive. '

This traditional conception may need revision. The president
remains the government's leader. The revolutionary family still shows
great discipline but may be headed toward a post-revolutionary sep-
aration. Generational changes within the elite (including the military
officer corps), replacement of the unifying experiences of 1910 by the
divisive experiences of 1968 as a benchmark of generational identity,
and recent divisiveness between private business and public sector elites,
represent changes that augur poorly for intré-elite cohesion.*

The post-revolutionary state, meaning the presidency and the federal
bureaucracy, is replacing the revolutionary family as the centerpiece of
the political system.*** At the same time, the PRI party seems to be
weakening as the main institutional pillar of the govermment. Its capaci-
ties for mobilization and conflict management show declining effectiveness,
even as political reforms broaden the opportunities for alternmative

parties and groupings. Meanwhile, the govermment's reliance on the

*This cursory, simplified description draws on the standard U.S.
bibliography on Mexico. It includes works by Roger Hansen, Frank Branden-
burg, L. Vincent Padgett, James Wilkie, Martin Needler, Robert Scott, and
numerous others whose full citations are readily available.

Recent, revisionist writings from Mexico have emanated mainly from
El Colegio de Mexico and the Instituto Mexicano de Estudios Politicos,
and include works by individuals too numerous to summarize briefly.

**Peter S. Smith, "Continuity and Turnover within the Mexican Political
Elite, 1900-1971," in James W. Wilkie et al. (eds.). Contemporary Mexico:
Papers on the IV International Congress of Mexican Studies, University of
California Press/El Colegio de Mexico, 1976, pp. 167-86, finds that private
business and public sector elites come from dissimilar socio-economic
and educational backgrounds.

***In the original formulation by Frank Brandenburg, The Making of
Modern Mexico, Prentice Hall, 1964, the '"revolutionary family" was said
to consist of a top level, composed of the president and his inner council,
a second level consisting of important interest group leaders, and a third
level corresponding to the government bureaucracy and related formal
organizations. What seems to be evolving now, more than ten years after
Brandenburg's formulation, is that the formal administrative apparatus
is surpassing the interest groups in policymaking importance.
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military has grown; and moreover the military education system is expanding

to cover Mexico's political, economic, and foreign policy experiences.
Neither extreme of a military coup or a new revolution seem likely

in Mexico's future. Broader military participation in govermment would

*
not be surprising.

BILATERAL-DOMESTIC ISSUE LINKAGES

The more sensitive bilateral issues affect the potential for insta-

bility in Mexico. The migration of Mexican undocumented workers eases
the effects of population growth, land scarcity, unemployment-underemploy-
ment and poverty conditions. The migration returns new capital and some
light technology into Mexico, thereby representing a beneficial rural aid
program that may be superior to most U.S. economic aid programs abroad.**
U.S. efforts to reduce illegal immigration would alarm Mexican officials,
who fear strains on their economic and political institutions. Demo-
graphic pressures already aggravate rural unrest. According to dire
predictions, a closure of the U.S. border to illegal immigration would
stimulate social unrest in Mexico's norther cities, and induce require-
ments for military operations. Such a trend could increase military
participation in Mexico's politics.

The drug business threads the political, econonic, and criminal
fabric of the northwestern states of Sinaloa, Sonora, Durango, and
Chihuahua. Marijuana and opium poppy cultivation has proven profitable
for impoverished peasants in some violence-ridden areas, as well as for
some politically powerful and privileged individuals. As the govern-
ment manages to control drug agriculture and trafficking, it will need
to generate alternative livelihoods for the affected rural populations.
Meanwhile, rural guerrillas and urban terrorists, as well as ordinary

criminals, have traded drugs to procure weapons smuggled from the United

*On the continuing residual political roles of the army, see
Ronfeldt, "The Mexican Army and Political Order Since 1940," in Abraham
F. Lowenthal, ed., Armies and Politics in Latin America, Holmes and
Meier, 1976, pp. 291-312. Also see Guillermec Boils, Los Militares y
la Polfitica en México, 1915/1974, Ediciones "E1 Caballito," 1975.

*
See Cornelius, op. cit.
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States. The Mexican government has expanded the army's presence in
these areas in order to control both the drug business and social unrest.

The petroleum discoveries promise nationmal profit and progress.
Yet over the short-term the politics of developing the oil and gas
resources may exacerbate divisiveness between some elite factionms.
Internal debates--regarding how energy income is used, in what public
and private sectors, for what kinds of programs and to what diplomatic
ends--may sharpen differences between capitalist- and socialist-minded
elites, raising tensions over pro- and anti-U.S. dispositions. Mexican
critics already complain'that govermment policies will increase dependency
and vulnerability relative to the United States. Intra-governmental dis-
putes may also attend the reorientation of Pemex, away from its historical
roles as an essentially political institution, toward becoming an efficient
economic enterprise. Over the longer run, mounting income from energy
production will not spell salvation for Mexico's vast problems—especially
those found in rural areas.*

The major bilateral issues also link to important U.S. domestic
interests and problems. These range from the national scale, as in
regard to energy, drugs, labor employment, and the status and rights of
the Chicano population--to more regionally-focused issues, like those
affecting tomato growers in Florida and tuna fishermen in Southern
California. The linkages are often so deep that the traditiomnal
dichotomy between foreign and domestic affairs becomes artificial in
the case of U.S.-Mexico relations.** Thus, while Mexico may seek atten-
tion in terms of foreign affairs issues, the U.S. Congress in particular
seems more likely to approach Mexico~related issues from an essentially
domestic perspective.

For both countries, the strength of the bilateral-domestic linkages

means that the discussion of bilateral issues typically converts into

*
Venezuela's large o0il revenues have made little impact on its
rural conditionms. '

**The frequent artificiality of the foreign-domestic dichotomy
receives a valuable discussion by Bayless Manning, ''The Congress, the
Executive, and Intermestic Affairs: Three Proposals," Foreign Affairs,
January 1977, pp. 306-324.
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controversial discussion of the other country's domestic conditioms.
This sometimes leads to identification of the neighboring country as
the scapegoat or potential solution to the original country's inability
to arrive at a domestic solution. For example U.S. interests sometimes
blame Mexico for U.S. drug and employment problems, while other U.S.
interests see Mexico as a solution to energy needs. In turn, Mexicans
sometimes blame the United States for Mexico's financial and economic
problems.

The illegal migration issue will prove especially sensitive. What-
ever U.S. policy stance one may favor, discussion will inevitably focus
on agrarian conditions in Mexico. Thus U.S. critics will blame the
Mexican government for allowing such conditions to evolve, and may insist
that Mexico bear the burden of resolving the migration iésue. Indivi-
duals favoring sympathetic or accommodative policies toward the illegal
migration will point to those very same conditions in Mexico, but may
advocate U.S. assistance programs and toleration of the migration as a
safety-valve for Mexico's growing numbers of jobless and landless
individuals. In any case, such discussions are bound to arouse sensitiv-
ities in Mexico. As one reaction, some Mexicans may take a human rights
perspective that criticizes the domestic U.S. treatment of Chicanos as
well as illegal Mexican migrants. Public bittermess could result on all
sides, with some individuals even arguing that the United States has
reasonable cause to seek expanded involvement in Mexico's socio-economic
development processes despite Mexican sensitivities. Thus, Congressional
deliberations regarding undocumented workers and related aspects of the
Carter proposals may well aggravate U.S.-Mexico temnsions—similar to the

emotionalism aroused by the proposed Panama Canal treaties.

APPROACHING THE ISSUES
The complexity of the issues and their linkages makes possible various

policy approaches. The traditional approach is to treat each issue sep-
arately. However, a comprehensive, linkage perspective suggests alterna-
tive approaches: such as a sequential strategy, by treating specific

issues in a deliberate negotiating order; or a trade-off strategy,



30

by exchanging U.S. trade preferences for preferred access to Mexican oil
exports, for example; or a ''package'" program, such as a Marshall-like
plan for Mexico's rural areas.

Some U.S. and Mexican officials have shown a new sensitivity to
issue linkages in bilateral relations. In Mexico this sensitivity appears
at the highest level, where President Lopez Portillo takes the position
that

+..There are no isolated problems; everything is part of
everything else.

If, for example, we want to solve the problem of un-
documented workers, we must understand that the problem lies
in Mexico's economic situation. This will improve if we
achieve a better balance in our very unfavorable trade re-
lations with the United States.*

In another interview regarding worker migration, he stated

We see it as a problem of commerce, a problem of finance,
a problem of development, a problem of demography...We
cannot resolve it as a police problem.**

Within the United States, linkage perspectives are found mainly in the
State Department. Otherwise, they are a rarity, for there is normallf
little time to frame neat analytical packages. The U.S. government must
ordinarily deal with issues as they arise--and that often depends on which
congressman or private interest proclaims the loudest.

The most likely approach to the preceding issues may turnm out to be
continuous, unresolved dialogue, until some specific crisis or difficulty
obligates remedial measures. This seems likely for both countries not
only because of the complexity of the issues. Other contributing factors,
discussed in the next sections, are the lack of a central bilateral policy
concept, the compartmentalized nature of the organizational interface,

and a sense of dependency that inhibits bargaining.

*
From an interview reported in The Christian Science Monitor, September
14, 1977.

k%
From an interview by Frank del Olmo, Los Angeles Times, April 26,

1977 .



3%

III. THE "SPECIAL RELATIONSHIP"

A mutually agreed, central policy concept or rationale does not
exist to guide and symbolize relations between the United States and
Mexico. It might be useful--it may even become a necessity--to formu-
late a new, mutually agreeable rationale to take the place of the
rhetoric of "special relationship." Otherwise, the policymaking biases
inherent in broader U.S. multi-lateral and regional concepts will foster

the continued neglect of U.S.-Mexico relatioms.

DEMISE OF THE SPECIAL RELATIONSHIP
The United States has traditionally promoted a "special relation-

ship" with Mexico and Mexico has not rejected the idea. U.S. and Mexi-
can leaders recognize that a bond known as the special relationship
does, even must, exist by dint of geography and histopy as neighbors.
Thus President John F. Kennedy once stated in Mexico City that geo-
graphy had made us neighbors, tradition had made us friends, and eco-
nomics had made us partners. In that sense, U.S.-Mexico relations are
so intertwined as to be implicitly special; and in that sense the
uniqueness of the relationship cannot perish. Nonetheless, the policy
traditionally known as the special relationship has lost meaning on
both sides of the border, particularly in Mexico.

Some Mexicans have come to regard the policy idea as being worn-
out, inactive, even defunct. Others believe it never really existed.
That is, whenever Mexico has tried to invoke the special relationship,
by seeking a preferential adjustment of some global or regional U.S.
policy measure, Mexico has seldom found a special responsiveness.

The meaning and origins of this vague concept are not clear. No
explicit definition has ever been offered. Traditional elements would
appear to be: a relatively open and unfortified border, close consul-
tation over problem issues, and some advantageous treatment for Mexico

in trade and migration matters. The special-relationship idea was
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meant to signify that, despite vast asymmetry, mutual dependency would
enable ﬁexico to become strong and independent. Furthermore, bilateral
cooperation would be based on mutually valued principles, such as respect
for sovereignty, non-intervention, and equality.

The special-relationship notion has proven to be more symbol than
substance. It has not served to clarify whether or how to resolve
specific problem issues. Nor has the concept entailed a framework for
perceiving possible linkages and trade-offs among the issues. These were
left to be compartmentalized within the U.S. and Mexican bureaucracies.*

The idea of a special relationship between the two neighbors gained
prominence in recent years—but achieved little more than rhetorical
significance. Rooted in World War II experiences, when U.S.-Mexico
relations were extremely cooperative, the idea was overshadowed by U.S.
regional concepts involving the Alliance for Progress in the 1960s. Then
in the 1970s the New Dialogue suggested a broad "special relationship”
with Latin America. Mexico was sometimes mentioned as representing a

- special-special relationship within the region. k:

For its part, Mexico resisted this regionalization of specialness,
ostensibly because it might increase regional dependence on the United
States, but also because it might stimulate new competition for pref-
erential relations with the United States. In recent years there has
been a proliferation of U.S. "special relationships" with emerging
regional powers, such as Brazil, Iran, and Saudi Arabia (plus the
unsuccessful claim of other countries for their own special relatiomship,
as in the case of Venezuela). With so many rivals for special relation-

ships, Mexico saw its own as having relatively diminished stature even

*A view in Mexico claims that the '"'real" special relationship comnsists
of U.S. financial loans, and opportunities for U.S. businessmen. Ia other
words, the respective private sectors have attained a more authentic special-
relationship than have the two governments.

Another depiction of the '"real" special relationship consists essen-
tially of the U.S. private sector and the Mexican government.
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as a symbol, and seemed particularly sensitive to the appearance of a
growing special relationship between the United States and Brazil in
the mid-1970s.

Prior to the recent petroleum discoveries, U.S. interests and
objectives in Mexico did not seem to warrant much special attention.
Treating the special relationship mainly in procedural terms, the
United States continued to provide ready, high-level access to Mexican
officials. Moreover, U.S. officials continued to avow that Mexico
deserved preferentiality in relations. The United States steadily
remained disposed to discuss the initiation of major economic and
technical assistance programs for Mexico. Yet Mexico remained adamant
in refusing large-scale bilateral aid from its neighbor, partly for
reasons of image. Indeed, following flood damage in 1977, Mexico was
reluctant to request even temporary disaster relief--and the United
States was reluctant to offer it because of concern for affending
Mexican sensitivities and pride. (Nonetheless, some recent signals
indicate that in Mexico the new administration might be receptive to
special development funding programs which fall outside the traditional
AID assistance framework.) \

In substantive terms, successful negotiation of the Chamizal issue
in the early 1960s, and of the salinity issue in the early 1970s, served
to symbolize and sustain the generally good bilateral relations.* Apart
from such border issues, no serious bilateral differences, of a structural
or diplomatic nature, arose during the 1940s-1960s to challenge the basic
acceptability of the special relationship idea and its apparent benefits
to Mexico. But the Mexicans have focused on other experiences in recent

years to mark the violation and demise of the special relationship,

*For Secretary of State Henry Kissinger, successful negotiation of
the salinity issue reportedly demonstrated that dialogue could be useful
and thereby helped give him cause to initiate the New Dialogue with
Latin America in general.

The broader point that Mexico has often been the anvil of U.S.
diplomacy toward Latin America, a point made originally by Frank Tannenbaum
in 1948, is reiterated by Robert E. Quirk, '""Mexico and the United States,"
in A. Curtis Wilgus, ed., The Caribbean: Mexico Today, University of
Florida Press, Gainesville, 1963, pp. 193-198.




34

typically perceived to involve a sudden unilateral action by the United
States without warning or consulting Mexico. These experiences included
Operation Intercept (the sudden near-closure of the border in 1969 to
pressure the Mexican Government to take measures against narcotics
trafficking), the 1971 enactment of the 10 percent import tax surcharge
without exempting Mexico (or Canada), protectionist trade measures that
took the form of marketing orders and non-quota tariffs, and in 1976
changes in the U.S. Immigration and Nationality Act lowering the Mexicans
allowed to immigrate yearly. The 1971 surcharge was particularly galling
to the Mexicans (and it also marked an end to Canada's belief in a
similar special relationship with the United States.

Although waning over these past few years, confidence exists in
Mexico that the United States has the resources and imagination to
resolve bilateral problems. Accordingly, it is only a question of
political will and attention. As Mexicans have been quick to claim,
perhaps the United States was too pfeoccupied with developments else-
where to attend properly to Mexico in the'early 1970s8. This lenient view
holds that various developments-—-including U.S. efforts to build new
relations with distant, former enemies rather than resolving problems
with old friends and allies, the new U.S. strategy to replace bilateral
with multilateral approaches to economic problems in the Third World,
U.S. balance of payments problems, and the proliferation of new special
relationships--ultimately reinforced tendencies to neglect U.S.-Mexican
issues.

One of Mexico's leading foreign affairs analysts, Mario Ojeda,
has described the U.S. neglect of Mexico in regional-strategy terms.

Thus...by the end of the 1960s, with the coming to power of

a new government in Washington, once that it was clear that
social revolution in Latin America was not going to explode
so easily as had been thought; once that the first signs of

a relaxation of the Cold War were in sight; and once that it
was clear that the government of Fidel Castro had moved from
a policy of supporting Latin American guerrillas to a less
belligerent attitude, Mexico's strategic value for Washington
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decreased in relative terms. As a result of this, the
"special relationship" was shelved by Washington, and the
Mexican government lost a great part of its past capacity
to negotiate with the United States.* :

A different but nonetheless popular Mexican viewpoint has held that
the United States has had no interest in seeing the development of a
strong and independent nation next door--and therefore would do nothing
special to advance Mexico's development.

Under these circumstances Mexico turned to pursue an unusually
active, internationalist policy in the 1970s, suited to a new vision
as a potential medium power and leader among Latin American and Third
World nations. The growth of the European Economic Community (EEC) and .
Japan and the relaxation of U.S.-Communist bloc tensions were seen to
provide new opportunities for economic diversification. Mexico was
prompted as well by economic stagnation and political dissidence at
home, and by concern for casting a new intermational and domestic image
to Mexico's policies. Beginning in 1971, therefore, Mexico sought to
diversify its markets and obtain new capitalist partners for trade and
investment. Mexico further began to advocate a familiar redistributive
line for the Third World and to oppose U.S. positions in Third World
and other multilateral forums. ‘

International activism thus gained official favor in Mexico over
the now rather quiescent "special relationship.”" Berefit of bargain-

ing power in the bilateral relationship, Mexico hoped to locate distant

*Translated from Mario Ojeda, Alcances y Limites de la Polftica
Exterior de México, E1 Colegio de México, 1976, p. 94.

Another very good source is Olga Pellicer de Brody, México y la
Revolucfon Cubana, E1l Colegio de Mexico, 1972, and her article, ""Mexico
in the 1970s and its Relations with the United States,"” in Julio Cotler
and Richard R. Fagen, eds., Latin America and the United States: The
Changing Political Realities, Stanford University Press, 1974.

Useful background and analysis also appears in Fagen, ""The Realities

of U.S.-Mexican Relations," Foreign Affairs, July 1977, pp. 685-700.
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new allies and issues, especially in the EEC and the Third World,
that would help reduce dependence on the United States while at the
same time giving Mexico some claim against it.

Despite the Third World rhetoric voiced by some Mexican govern-
ment officials in intermational forums, Mexican officials remained
fairly cooperative and uncontroversial when dealing privately and
bilaterally with U.S. officials. Indeed in this period Mexico did
virtually nothiﬁg by way of demanding a new framework for bilateral
relations or new resolutions to problem issues.

With the decline of the special-relationship idea and the lack of
any replacement, charges of dependency, neo-colonialism, and neo-
imperialism have spread as a currency of recent Mexican political dis-
course toward the United States. 1In the absence of a concept of mutual
dependency, latent perspectives of unilateral dependency and vulnerability
have come to the fore within Mexico. The spread of such viewpoints has
reflected generational changes within Mexico's political institutioms,
where rising young nationalists have found the new dependency concepts
useful for calling attentiomn to certain problem areas and for trying
to put the United States on the defensive.*

CONSEQUENCES FOR MEXICO'S FOREIGN POLICY

Third World activism did gain some new political prestige for Mexico
in Latin America, and in Third Worlds and other multinational forums.
Moreover, the decay in the climate of bilateral relations did come to

trouble U.S. policymakers sufficiently to make them ready to pay
attention and give Mexico higher priority. For Mexico, these gains may
have been worth the effort.

*The observation that younger elite generations push themselves to
the top of the political system in Mexico by taking advantage of new
rhetoric and new problems and issues is presented by James W. Wilkie in
his statement before Hearings of the Subcommittee on Inter-American
Relationships of the Joint Economic Commitcree, Recent Developments in
Mexico and their Economic Implications for the United States, 95th
Congress, U.S. Government Printing Office, 1977.
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Mexico's strategies have not been as successful in achieving other
major objectives. Mexico's bargaining leverage with the United States
has not increased. Drift and disorganization characterize bilateral
relations more than ever--even though relations may be described as
"good" in the traditional diplomatic sense. Mexico's efforts at eco-
nomic diversification have brought meager results. Instead recent
government policies have led ironically to an increase in economic and
financial dependency on the United States and to the discovery that
Mexico has very limited trade options outside the United States.

Mexico has never conceded that its future may lay more with North
America than with its Latin American brethren--though this may prove to
be a lesson of recent experiences. Several times in recent decades
Mexico has offered to serve as a mediator in U.S.-Latin American re-
lations. There has been concern that a U.S. policy which lacked under-
standing of Latin America would have grave repercussions in Mexico.*
Nonetheless, at present Mexico appears disinterested in playing a
significant role in the formation of a special Caribbean Basin policy
by the United States.

In recent years Mexico has campaigned hard to strengthen its
status and role in the Latin American system. Yet its opportunities
in Latin America are severely restricted by the prevalence of rightist
military dictatorships in South America, from which Mexico has received
numerous exiles and escapees of liberal and radical political convictioms,
and by the poor prospects for economic integration and regional trade
and investment. Moreover, other Latin American countries have tended
to regard Mexico as a peripheral member of the region, too closely
meshed with the United States. Mexico has recently provided leadership
for organizing new Latin American institutions, notably the Latin

American Economic System (SELA). But so far these are weak entities.

*
See Jorge Castaileda, "Revolution and Foreign Policy: Mexico's

Experience," Political Science Quarterly, September 1963, pp. 391-417.
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Thus, Mexico's Latin American options have not significantly
enhanced bargaining leverage with, nor independence from, the United
States. Once again Mexico appears to be an exception to Latin America——
with almost nowhere else to turn but directly to the United States.

Mexico's new president, Jose Lopez Portillo, has proven friendlier
toward the United States and less Third World in orientation than was
his predecessor. Although the new president is not abandoning the
recent policy image favoring a new international order, he has given
relatively less emphasis to it. Efforts to expand and institutionalize
relations with other Latin American countries and groupings are con-
tinuing--but again with less emphasis. A turn toward a Mexican isola-
tionism, or toward an extreme focus on bilateral relations with the
United States, might cost Mexico what little foreign bargaining
capacity it has. In any case, he is likely to proceed cautiously
toward the United States if only for the sake of appearance. His pre-
ferred option would probably be a revitalization of the special
relationship.

FUTURE CHOICES FOR THE UNITED STATES
The United States has essentially three choices for designing a

new policy concept regarding U.S.-Mexico relations. The choices are

not ideal: each reflects different aspects of current views about U.S.
interests and objectives, about the value to be placed on good relatioms,
and about willingness to resolve specific issues. A likely outcome may

be some blend of the three perspectives.

Toward A New Special Relatiomship

One alternative would be to revitalize the '"special relationship"
by giving it new meaning and possibly calling it by some other name.
Thus the United States could emphasize shared interests in issue resolu-
tions, convey symbcls and standards for the conducting of relations, and

offer a presumption of preferentiality in those relations in part because
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traditional U.S. dichotomy between foreign and domestic affairs is so

artificial in the case of U.S.-Mexico relations. It may not be necessary
to specify whether or how particular problem issues should be resolved.

A series of principles might be identified on which to base the
management of U.S.-Mexico interdependence. Some pertinent principles
might be as follows:

o assurance of U.S. interests in seeing the development of
a strong, independent Mexico;

o public and private awareness of each other's sensitivities
about sovereignty, nonintervention, and equality, so as to
avoid the appearance of policy imposition;

o a border whose openness symbolizes neighborliness, along
which no fortifications are installed, and which allows
constant, easy trade, communications, and exchange;

o recognition that the relationship as well as the consequences
are national in scope and not limited to the border states;

o ready access to each other'g top decisionmakers and close
consultation whenever problem issues arise;

o an assumption of mutually shared responsibility for creating
most problem issues, combined with an assumption of mutually
shared responsibility for dealing with them--that is, an
"organic'" view of the relationship;

o an absence of precipitate punitive actions, as well as con-
sultative forewarning of measures that may have an adverse
impact even though they be directed at a third party or be
multilateral in nature;

o and preferential treatment in selected areas where mutual

benefits can be realized.

Beyond such principles, the building of close, cooperative rela-
tions might be rationalized in terms of protecting each other's eco-

nomic vulnerabilities in the changing world context. U.S. access to
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Mexico's petroleum reserves and Mexican access to U.S. commerce,
financial, and labor markets may represent implicit stakes in the
economic relationship. There is a likelihood, however, that many
Mexicans would not publicly accept an "economic security" rationale
unless it brought sizable concessions from the United States. '"North
American interdependence," including Canada, and some reference to
the defense of democracy, might also provide additional rationales.*

There are serious constraints, symbolic as well as substantive,
to building close, cooperative bilateral relations. Mexico and the
United States are very different countries with very different interests,
needs, and identities at stake. Most Americans probably feel their
country already has too many problems to become deeply enmeshed with
Mexico's. Most Mexicans fear and resent encroachment from the Colossus
of the North, and many nationalists do not want or trust a close U.S.
embrace. Nor do they want to appear publicly to be collaborating.

Even so, earlier experiences suggest that a special bilateral
concept may have considerable appeal and utility. 1In its absence, U.S.-
Mexico réiations will likely be neglected, or else will fall prey to
other mythologies (the special relationship itself being a kind of
mythology) about the Mexican Revolution and the history of U.S.- '
Mexican relatioms.

*The demise of democratic governments in Latin America has made
Mexicans all the more wary about the potential for political instability
and authoritarian rule in their country as well--"South Americanizationm,"
President Lopez calls it. Mexico's political system is not a liberal
democracy. Nonetheless, as the reknowned Mexican political analyst
Daniel Cosio Villegas has stated:

The United States can be sure of ome thing as far -as Mexico

is concerned. This country, poor and sluggish if you will,

lives for one reason alone, with one sole end: to achieve,

to practice, and to live liberty and democracy. All our

history is but one long effort to achieve this end. And if

there is one way of definitely alienating the friendship and

admiration of Mexico, it is by convincing it that only here,

in Mexico, may a Mexican live as he likes. Daniel Cosio

Villegas, American Extremes, University of Texas Press, Austin,

1964, p. 52.
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An Ad Hoc Approach

Some Americans and Mexicans entertain that the best approach would

be to have no particular U.S.-Mexico policy at all, and certainly not
one that is avowedly special and thereby seemed paternalistic. Accord-
ingly, any new policy should be left quite undefined--so as not to
inhibit mobility and flexibility in bargaining. Each issue must be
treated separately. Relations are so complex as to defy a priori tech-
nocratic planning. One risks becoming overly fascinated with the
predefinition of the relationship. A special new blueprint for U.S.-
Mexico relations could even be dangerous, especially for Mexico.
Ambuiguity and a lack of definition may be essential to successful
govermment in Mexico and to manageable U.S.-Mexico relationms.

This ad hoc perspective may appeal most to those who prefer free
wheeling diplomatic negotiations and who wish to avoid any possible
signs of U.S. patermalism. Yet there are arguments against adopting
this approach en toto. The symbolism of specialness seems unusually
important in the case of U.S. relations with Mexico. In withholding
such symbolism, an ad hoc policy concept would likely lead to the
triumph of multilateral, regional, or parochial U.S. interests in the
treatment of bilateral issues. In American eyes, if Mexico is not
special then it tends to be regarded as just another Latin American
country, easy to neglect and entitled to relatively little attention.
Mexico 1is typically considered an exception even among U.S. specialists
on Latin America, who typically prefer to attend to South America
where the main ideological struggles occur. Multilateral trade nego-
tiators, who oppose the emergence of regional trading blocs and who
generally resist preferential trade arrangements, have no reason to
make any exceptions for Mexico. An ad hoc perspective would likely
facilitate the influence accordeddto domestic U.S. interests in
dealings over bilateral issues.

Apart from such potential impact on U.S. interests, the ad hoc
approach also appears unsuitable as a basis for dialogue with Mexico.

An empty concept, especially if it contained little symbolic assurance
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of beneficial U.S. intentions toward Mexico, would likely arouse Mexican
cynicism and suspicions about U.S. bargaining efforts. Indeed, an ad
hoc approach that became an excuse for drift and neglect might well
serve to strengthen anti-American radical elements in Mexico, on both
the extreme right and left, who would be interested in destabilizing
Mexico's internal conditions. At the same time, the absence of special
symbolism might well raise the burden placed on organizational mech-

anisms to achieve solutions to the specific problem issues.

Unilateral Protectionism

A unilateral turn toward a defensive and protectionist policy con-
cept may appeal to certain U.S. sectors regarding certain problems such
as drugs, migration, and trade. Such a concept would be tantamount to
identifying Mexico more as a threat and contaminant, with the open
border representing more a liability than an asset. The open border,
Mexico's safety-valve for political stability, would lose much of its
porous nature. Mexico would be treated as a scapegoat for domestic
U.S. problems. Law enforcement might become a leading rationale.
Mexico would be blamed for exporting its problems.

Despite possible short-term benefits in controlling drugs and
migration, and in protecting some domestic U.S. industries and labor
markets, this policy perspective would prove quite risky. In the
first place, it might well become a self-fulfilling prophecy, by con-
tributing to the potential for increased political instability in
Mexico, as well as by serving as a terrible affront to Mexican nation-
alism. Were serious instability to occur, the United States would be
faced with the delimma of determining up to what point it could tolerate
an unstable Mexico. Pressures for some kind of U.S. involvement (if
only for a militarized border seéurity system on the U.S. side) would
probably arise if the political situation deteriorated.

A protectionist approach would surely alienate Mexico from serving
as a key ally for the United States as we move into the uncertain energy

context of the 1980s. More so than in case of an ad hoc policy, Mexican
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elite coalition balances would be disturbed by a U.S. protectionist
policy, thereby strengthening those groups not in favor of friendly
and open relations with the United States. Indeed, severe U.S. pro-
tectionism could serve to induce new elite alignments in Mexico,
including alignments of extreme left- with extreme right-wing nation-
alists. For those and more moderate circles as well, U.S. behavior
would be taken as further proof that it will not allow a strong, inde-
pendent Mexico on its borders--and will always work to keep Mexico
weak and divided.

While a protectionist approach would not provide incentives for

Mexico's friendship and cooperation, it might appear tempting for some
U.S. sectors to test as a hard bargaining tactic. For example, threats
to increase trade protectionism or border security might be viewed as
leverage to obtain U.S. access to Mexican energy reserves, or to make
Mexico develop an effective population stabilization program. Nonethe-
less, such risky and offensive tactics would not attack the heart of
the bilateral ﬁroblems. Their management ultimately depends on the
building of cooperation rather than barriers between the two neighbors,
and on U.S. and Mexican capacities to determine internal solutioms to

their own internal problems, without seeking foreign scapegoats.
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IV. THE ORGANIZATIONAL INTERFACE

Neither government seems well orgamized to bring about changes in
the relationship. The compartmentalization of issues on the U.S. side,
and the penchance for "closet diplomacy' on the Mexican side, seem
better designed for maintaining the status quo. A new organizational
approach, one that would allow the consideration of linkages and trade-
offs across issues, and that would have strong executive support above
entangled domestic interests, may improve the prospects for protecting

good relations and managing interdependence in the future.

COMPARTMENTALIZATION OF U.S.-MEXICO RELATIONS

The organization of the U.S. government encourages the compartmentali-

zation of relations and the separation, if not isolation and fragmentation,
of individual bilateral issues. The organizational interface with Mexico
is characterized by counterpart-to-counterpart relations that tend to
reinforce particular institutional perspectives and interests on most
bilateral problem issues. The U.S. Department of State deals directly
with Mexico's Ministry of Foreign Relations, Agriculture with Agriculture,
Treasury with Treasury and the Bank of Mexico, the Special Trade Repre-
sentative with Treasury, Commerce with Industry and Commerce, and Justice
with Mexico's Attornmey General. Such a structure is natural for large
bureaucracies.

While policies thrive on generalities, bureaucracies thrive on
details. At working levels, the constant reinforcement of bureaucratic
perspectives, and the dispersal of issue responsibilities among varied
offices, lead to technical, administrative definitions of the issues.
Consideration of issue linkages aﬁd trade-offs 1is inhibited. Negotiations
and bargaining become difficult to initiate. The proposal of 'package'
deals is prevented. Split responsibilities in most issue areas may lead
to serious coordination problems as well as jurisdictiomal rivalries,

%
for example between DEA and Customs agents regarding drugs. The alien

*While mechanisms exist in Washington for coordination among federal
agencies, mechanisms for federal-state coordination are lacking. Title V
legislation and related activities under the Department of Commerce will
bring changes in this area.
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issue alone involves elements of Labor, HEW, Justice, INS, the Border
Patrol, State, the Domestic Council, and Congress, not to mention labor
unions, employer organizations, Catholic and Chicano groups, and the
‘police and other private and state-level agencies. The "special
relationship" means virtually nothing at the level of specific issues.

So many issues involve trade and finance that Treasury, Commerce,
and their Mexican counterparts tend to dominate relations. The strong
domestic linkages of many issues also strengthen the roles of these
agenciés, as well as of private pressure groups.* The U.S. Department
of State and Mexico's Ministry of Foreign Affairs may be kept informed
of working discussions and decisions. But they generally have low
involvement and marginal influence in these matters. Thus State may
end up having to explain, defend, and implement decisions in which it
had little participation. Indeeg, State spends considerable time trying
to restrain other departments from taking steps that may appear blunt
and insensitive to Mexican officials.

At times, there may be'deliberaté circumvention of State and the
Foreign Ministry as coordinating organs. In one case a U.S. agency,
concerned about safeguarding professional, technical treatment of the
issues for which it was responsible, pursued a strategy of relating
almost exclusively with its Mexican counterpart in order to strengthen
the latter's role in that issue area independent of its Ministry of
Foreign Relations, which was studiously ignored. The officials involved
wanted to prevent the intrusion of political and ideological criteria
that would alter their technical-administrative definition of the issues.

*

This fits with a broader projection of U.S. domestic agencies into
foreign affairs. See Manning, op. cit. According to Joseph S. Nye, Jr.,
"Independence and Interdependence," Foreign Policy, Spring 1976, pp.
130-161,

These miniature foreign offices that domestic agencies have
developed for dealing with the international aspects of issues
with which they are concerned are not merely bureaucratic
nuisances. They are needed in the management of interdependence
issues that are both domestic and foreign. As the entire govern-
ment becomes involved in "international" affairs, it becomes

more difficult to reserve a separate section of the agenda

for the State Department. (p. 138)
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U.S. administrative compartmentalism and jurisdictional jealousies
are not the only organizational constraints to approaching bilateral
issues. Advocacy by multilateralists, regionalists, and domestic lobbies
have all played havoc on the organizational relationships between the
United States and Mexico. Within the U.S. government, these perspectives
and pressures have reinforced compartmentalization, fostered a technical
focus on specific issues, and contributed to the avoidance of issue
linkages and tradeoffs. U.S.-Mexico relations get trapped amidst strong
U.S. domestic interests and broader multilateral and regional perspectives,
especially in regard to trade issues.* The overall result has diminished
the attention assigned to enhancing good bilateral relations.

MEXICO'S PENCHANCE FOR '"CLOSET DIPLOMACY"

The Mexican foreign policy process tends to be secretive. Thus

the Mexican Government has preferred to deal with the United States in
a style that resembles '"closet diplomacy.'" That is, reflecting a self-
conscious effort to maintéin an image of independence from the United
States, Mexican authorities have generally preferred to deﬁl only with
the highest levels of the U.S. Government (usually secretarial or
presidential), on a basis of quiet, informal, loosely structured, per-
sonal comsultations, usually at the initiation of the Mexicans, and
focused on a specific issue rather than on the broader relatiomship or
issue linkages. This approach enables the Mexicans to raise some
matters, such as a linkage to Mexico's political stability, that they
would prefer not to discuss with lower U.S. functionaries or in public.

Congress, the U.S. media and many interest groups tend to be regarded

*

Differences between the Office of the U.S. Special Representative
for Trade Negotiations (STR) and the Department of State provide an
illustration. In recent years STR has encouraged Mexico to adopt a
multilateral trade perspective. The Mexican government has generally
preferred (not being a member of GATT) to seek special bilateral
arrangements with the United States. STR has generally resisted efforts

by the State Department or the Mexican government to discuss ''special
trade concessions.
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in general as potential pressures on the U.S. executive that are not
amenable to Mexican diplomatic style and whose actions are likely to
have adverse consequences for Mexico. This approach also helps to
give Mexico's president a free hand independent of outside pressures
and interest groups, which are few in any case in Mexico's foreign
policymaking processes.
| The classic tendency is to wait for an issue to reach near-crisis
proportions and then rely on special access to the Executive branch or
to individual Congressmen who have shown an interest in Mexico. This
tendency stems in part from the fact that, at the working level, Mexico
has not been well organized for representing its interests with the
United States on a daily basis. The Mexican Embassy has not been
actively suited for either gathering information or handling the com-
plexity of U.S. government processes in Washington, D.C. Mexico has
not made use of lobbyists. Mexico has not developed skills for dealing
with the Congressional and administrative processes of the federal govern-
ment. Mexico has preferred to deal mainly with the White House, and
secondarily with the Department of State, where it does maintain steady
contact. Mexico has frequently ignored other agencies, and has neglected
opportunities for monitoring and influencing bills and laws as they take
form within the U.S. government;"for,example, by early presentation of
Mexican views regarding marketing-order restrictions within the Depart-
ment of Agriculture, Mexico has lacked the bureaucratic follow-through
that may gain them occasional break-throughs om little issues.* There
has been deficient coordination in Washington between officials in
Mexico's Embassy and those dispatched on missions from Mexico City.**

*For example, for over a year the Mexican Government sought to
obtain a quota-free status for cajeta, a product made from goat's milk.
The lack of follow-up consultations and pressures, in part from the
Mexican Embassy, resulted in prolongation of a decision that would
mean additional foreign-exchange earnings for Mexico. In the words of
one U.S. Treasury official, "The U.S. Government expects other countries
to 'work' the U.S. system to their own interests. Mexico is not very
effective at 'working' the U.S. system.”

Examples of deficient coordination also occur between the U.S.
Embassy in Mexico City and U.S. officials dispatched from Washington
agenciles--but to a lesser degree.
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Mexico's representational capabilities in Washington do not even
compare favorably with those of their Latin American brethren. The
Embassies of Argentina, Brazil and Venezuela seem to understand better

how to "work the U.S. system,'" especially in legislative matters.
Panama and Venezuela have used their U.N. missions skillfully to spread
public relations materials. Even a small country, Nicaragua, has con-
tracted effective U.S. lobbyists to defend its interests with Congress
and the Executive branch.* Elsewhere, the Japanese Embassy recently
confessed to being mystified by the complexities of U.S. domestic poli-
tics and thus hired two U.S. law firms to provide background analyses
for Japanese diplomats.

Mexico has the ability to make a number of improvements in its
institutional capacity to provide effective representation in Washington.
Such improvements would surely benefit the prospects for managing inter-
dependence and for gaining quiet, early attention to specific issues.
Until such improvements are made, it will probably continue to be said
that the best representation of Mexico's views in Washington come from

the U.S, Embassy in Mexico City.
From an institutional perspective, Mexico's bilateral as well as

multilateral efforts have been quite dispersed among various ministries.
This dispersal is to be reduced somewhat by the administrative reorgani-
zation, which, for example, will bring the concentration of trade and
investment responsibilities in the new Ministry of Trade and Commerce,
placing that ministry in a comparatively strong position. New efforts

- are also to be made at establishing inter-ministerial committees for
purposes of liaison and counsel at working levels, and for purposes of

reducing inter-secretarial rivalry. However, it is not clear that

*A general assessment that does not mention specific countries
is Roger F. Sack and Donald L. Wyman, '"latin American Diplomats and
the United States Foreign Policymaking Process,'" in Appendices:
Commission on the Organization of the Govermment for the Conduct of
Foreign Policy, U.S. Government Printing Office, 1975, volume 3,
PP. 243-=247.
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these institutional changes in Mexico City will have much effect on
Mexico's capacities to deal directly with the United States. These
could probably be raised more effectively by improving Mexico's rep-
resentational capabilities in Washington, DECS

In the meantime, Mexico's diplomatic and administrative capabili-
ties will continue to depend very much on individuals, especially
those few who combine technical competence along with personal status
and connections in both Mexico and the United States. The absence in
Mexico of a professional foreign service may affect the availability
and preparation of skilled diplomats and negotiators who are knowledge-
able about the United States. However, Mexico's recently expanded commit-
ment to multilateral approaches and organizations, a turn that may have
risen in part from frustration at trying to negotiate with the thicket
of U.S. compartments involving international trade and financial issues,
is serving to produce new personnel who are quite experienced at deal-

ing with the United States.

SOME LESSONS FROM PAST COOPERATIVE MECHANISMS
Since World War II, the United States and Mexico have periodically

established special mechanisms in order to overcome bureaucratic and
*

political barriers to expanding cooperatiom. Some special bilateral

mechanisms existing in recent years have included: the Internmatiomal

Boundary and Water Commission, the U.S.-Mexico Trade Commission, the

*In the aftermath of a 1943 war-time meeting between Presidents
Roosevelt and Avila Camacho (the first time that a U.S. president had
officially entered Mexico and only the second time that the presidents
of the two countries had met face to face) a Mexican-North American
Commission on Economic Cooperation was set up to study problems and
coordinate programs that required the cooperation of the two natioms.
The Commission requested opinions from technicians and industralists,
and made recommendations for bilateral policies. As a result,
"...American technicians and experts...swarmed into Mexico and began,
with the enthusiastic cooperation of their Mexican counterparts, to
tinker with Mexican social and economic mechanisms." From Howard F.
Cline, The United States and Mexico, revised edition, Athenuem, New
Yorlk, 1968 S 0273
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Commission on Illegal Immigration to the United States, and the U.S.-
Mexico Commission for Border Development and Friendship. Experiences '
with them suggest that little faith is evidently to be placed in the
establishment of special bilateral mechanisms.*

The International Boundary and Water Commission (IBWC) is con-
sidered the prize example of U.S.-Mexico cooperation. Established in
1889, the Commission has facilitated the resolution of numerous boundary
disputes, the Chamizal settlement, and the resolution of the Colorado
River salinity dispute. The mission of this bilateral mechanism was
based on the mandate to deal with "all problems on the land and water
boundary susceptible of an engineering solution.'" Successful nego-
tiations by special inter-agency task forces operating within the frame-
work of the IBWC have proven successful largely because of the technical
nature of the problems (meaning '"non-~human'" problems)., Other essential
factors-wefe the presidential-level interest in the Chamizal and salinity
issues, the provision of sufficient inter-agency staff, and the low-

profile, nonpublic nature of the negotiatioms.

*Neither the Interparliamentary Group nor the existing drug
"cooperation" program are seen as significant models of bilateral
mechanisms for resolving issues. The periodic meetings between members
of the respective legislative bodies is primarily symbolic and pro-
cedural, not substantive. The Mexicans have often used their Congress-
ional contacts to convey concern on such matters as the 1971 tax sur-
charge, Operation Intercept, the Chamizal, water salinity, and the
recent letter signed by seventy-six U.S. Congressmen about "Communism"
in Mexico. The Mexicans believe that their contacts have been quite
useful for resolving the issue at hand. Nonetheless, Congress is not
the place to base any new mechanism.

The drug '"cooperation' program is seen in Mexico largely from
the perspective of tacit threat bargaining in the aftermath of Operation
Intercept. The Mexicans were provided with two choices in 1969: (1)
continue to minimize anti-drug efforts and cooperation with the U.S.
and be open to periodic border closures that disrupted border economics
but not the flow of heroin into the U.S., or (2) commit sizeable re-
sources for an anti-drug campaign and establish open cooperation with
the U.S., especizlly DEA, by facilitating anti-drug intelligency activi-
ties and operations on Mexican territory.

Other examples of organized cooperation include the Mixed Commission
on Scientific and Technical Cooperation, and the Mexico-U.S. Commission
on Cultural Cooperation.
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Similar efforts to establish mechanisms of cooperation in other
issue areas have not proven as successful. The U.S.-Mexico Trade
Commission, established in 1965, fell into disuse in 1973, as it became
clear that the Commission had no authority to negotiate and could only
make recommendations. Difficulties occurred because the Mexican per-
spective focused on demands for bilateral concessions and preferences,
while the Americans conceptualized discussions primarily in multilateral
terms. The Mexican Govermment broke off trade discussions when it rec-
ognized that its expectations for bilateral preferences could not be
met. Differing conceptual Approaches, the absence of the authority to
negotiate and bargain, and the lack of high-level support led to the
demise of the U.S.-Mexico Trade Commission, and its replacement by
informal, ad hoc trade meetings that were often ritual in form.

Since the early 1970s, the govermments of the United States and
Mexico have made efforts to discuss illegal immigration. On two
océasions, commissions were created to "study" the problem.* On both
occasions, the appearance of "bilateralism'" masked what were also uni-
lateral efforts at public relations, meant to symbolize that both
governments were trying to do something about the problem. In
practice the commissions exhibited minimal coordination, with low expec-
tation that solutions would result from meetings between U.S. officials
and their Mexican counterparts. There existed no authorized framework
for real negotiation. There was little exchange of information, and no
authority from the respective presidents to discuss alternative proposals.
This supposedly bilateral commission, in the words of one State Department
official, amounted to "nothing more than expensive public relations”
between the two countries. Indeed, it was never clear whether there was
one joint bilateral commission, or two separate national commissions

operating independently within their domestic constraints.

*

Mexico created a special Intersecretarial Commission headed by its
Ministry of Foreign Affairs. The U.S. efforts were called the Special
Study Group on Illegal Immigrants from Mexico, headed by the Department
of Justice, and subsequently the Interagency Committee on Mexican Migration
to the United States, headed by the State Department.

The establishment of the Domestic Council Committee on Illegal Aliens
was a separate, more important measure taken in response to U.S. domestic
pressures.
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The U.S.-Mexico Commission for Border Development and Friendship
(CODAF) was established in 1966 by joint agreement between Presidents
Lyndon Johnson and Gustavo Diaz Ordaz for the expressed purpose of
improving relations and settling bilateral problems along the border.
Its demise was facilitated by several factors. In the first place,
CODAF's roles were left undefined, and this led further to confusion
over its "study" versus its "action" functions. CODAF's roles also
overlapped with the bureaucratic prerogatives of other U.S. agencies,
and included an unclear relationship to the Department of State. Then
there were congressional restrictions placed on funding CODAF, and
presidential attention declined after its creation, and especially after
the change of presidency in 1969. Finally, there was a lack of cooper-
ation between the two countries apart from the exchange of information
during periodic meetings of their representatives. In short, CODAF
may have been a good idea. But without the presidential commitment and
resources that had allowed the establishment of CODAF, it fell prey to
organizational jealousies, Congressional indifferencé, and the pressures
of domestic interests.

Lessons may be drawn from these experiences. (1) The United States
must first set out to resolve its own problems of coordination before
effective negotiation and cooperation with Mexico can take place.

(2) The first step toward cooperation is to develop an organizational
and conceptual concensus between the two countries before substantive
discussions take place. (3) Presidential attention and authority must
be forthcoming and sustained, backed by an NSC directive or cabinet
resolution. (4) The U.S. effort should be headed by an individual of
high stature who has extensive bureaucratic knowledge and clout.

(5) The technical aspects of the issues must be isolated from the
political, as the basis for negotiationms. (6) The United States must
be willing to accept a bilateral and preferential framework. And (7)
The public nature of the dialogue must be minimized.
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Such lessons could prove useful to guide the creation of new future
mechanisms.* However, the dominant tendency within both governments
favors avoiding the establishment of new mechanisms. There is widespread
doubt that such a special body could be effective, once created. Since
no clear solutions exist for key problems in trade and migration areas, ,
formal govermment-to-government negotiations might only lead to public
impasse and bitterness. Moreover, apart from illegal migration, no single
issue relating to Mexico has seemed sufficiently urgent and critical to
require a special coordinating body within the U.S. government.**

The initial meeting between Presidents Carter and Lopez Portillo in
January 1977 did result in the creation of three bilateral comsultative
groups, organized according to economic, social and political themes.
These were directed to examine individual policy issues and possible
options, prior to a future presidential meeting. Although the working
groups held several meetings in mid-1977, their activities now appear to
be in suspension. On the positive side, the group meeting helped each
goéernment to identify the other's players and to form personal contacts.
One meeting laid useful groundwork for the trade agreement signed in
December 1977. On the other hand, these working groups were not allowed
to consider the recent proposals by the Carter administration to prevent
the hiring and entry of undocumented workers. The full text of the plan
was provided to the Mexican govermment only days prior to its public
release in August 1977.

*The establishment of a comprehensive bilateral mechanism has been
proposed from various directions in recent years, including in our
initial version of this paper.

Similar suggestions appear in James D. Theberge and Roger W. Fontaine,
Latin America: Struggle for Progress, Critical Choices for Americans,
Volume XIV, Lexington Books, 1977,.p. 113; and in testimomy by Clark W.
Reynolds, in Hearings before the Subcommittee on Inter-American Economic

Relationships, op. ecit., pp. 37-56.
K%
At present, the Soviet Union is the only country for which the

State Department contains a policy ''Czar."
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V. BARGAINING, LEVERAGE, AND DEPENDENCY

A profound sense of dependency pervades Mexico's relations with the
United States. The great asymmetry of power potential, and presumptions
about the imbalance of influence and leverage, have inhibited Mexico

from seeking to bargain and negotiate with its superpower neighbor. 1In
addition, dependency-related beliefs within the United States have tended
to amplify, and even exaggerate, the sense of influence and leverage

that the United States could exert on Mexico, if need be.

Dependency i1s not entirely a myth. But in policy terms it is
iimited and negotiable. There are few, if any, ways in which the United
States could inflict damage on Mexico without also harming itself.

Mexico could learm better to work the U.S. system--much as some U.S.
"superclients" do. Indeed, it is in U.S. interests that Mexico improve

its capacities to bargain and negotiate with the United States.

THE EXAGGERATION OF DEPENDENCY
While the idea of the "special relationship'" has lost favor, newer

"dependency'" perspectives have spread in both Mexico and the United
States, particularly among policy-oriented intellectuals. Accordingly,
Mexico is locked structurally to the United States as a weak, dependent
client-state.* Thus Mexico's historic yearning for national independence
is ultimately contradicted by recognition that Mexico's economic health

is unwillingly linked to the U.S. economy. The evidence lies in the
scale of Mexico's inﬁebtedness to U.S. banks, reliance on the U.S. economy
for imports and exports, penetration by U.S. investors in the most dynamic

*Throughout the hemisphere, a voluminous literature has blamed U.S.
imperialism and Latin America's dependency for underdevelopment in the
region. However, the best-selling, innovative analysis by Carlos Rangel,
Del Buen Salvage al Buen Revolucionario, Monte Avila Editores, Caracas,
1976, maintains that these perspectives are largely incorrect and mythical,
and that the-burden of responsibility falls on local national elites. How
one state learned to manage dependency and bargain with multinational
corporations is analyzed by Franklin Tugwell, The Politics of 0il in
Venezuela, Stanford University Press, 1975.




55

business sectors, and requirements for U.S. technology and tourism. Other
evidence is said to lie in the manipulability of some Mexican leaders,
the military weakness of Mexico, and contamination of the social fabric
with U.S. cultural styles.

It is often argued by Mexicans and Americans alike that Mexico's
dependency confers potentially overwhelming influence and leverage on
the United States. Accordingly, reliance on U.S. trade, tourism, credits,
debt financing, investment, technology, an open border, and favorable
media treatment makes Mexico vulnerable to a broad range of potentially
powerful instruments of control. U.S. capacity to limit imports and
credit, or to curtail migration and deport aliens, represent especially
great leverage.

By contrast, Mexico has virtually no effective leverage with the

' narcotics and undocumented

United States. Two significant "exports,'
workers, do not represent viable foreign policy instruments. And
Mexico's trade and economic policies can have relatively minor impact

on the health of the giant U.S. economy. In sum, there are numerous

ways in which U.S. activities could damage Mexico, but there is
essentially no way in which the Mexican government could deliberately
pressure its neighbor.

Many Mexicans have expressed a belief that the United States does
not want, and will not allow, the development of a strong and independent
neighbor. That is, U.S. security and sectors of the U.S. economy make
it imperative that Mexico's course remain subordinate and closely
teathered to the United States. Thus there is little that Mexico can
do on its own behalf should its actions adversely affect fundamental
.S interest;. The United States can depend on bilateral relations to
remain within manageable, agreeable bounds. Mexico is thought to have

%
flexible leeway only on secondary issues.

*
In this spirit, Ojeda, op. cit., has observed that

...The United States recognizes and accepts Mexico's need
to dissent from American policies in all matters that are fun-
damental to Mexico, even though they may be important but not
fundamental for the United States. In exchange, Mexico offers
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Govermment-to-government relations are rarely conducted in terms of
who has leverage over whom. Nonetheless, the mere prospect of U.S.
leverage has weighed heavily on the Mexican mind and served to condition
agreeable behavior. Even though U.S. leverage may rarely be applied,
the perception of dependency has constrained Mexico's freedom of actionm.

Dependency perspectives, motivated more by nationalism than by
socialist inclinations, are not necessarily inimical to the United States
or to its capitalist economic practices. Nonetheless, the philosophical
bases do affect pragmatic behavior. The old special-relationship idea
exaggerated what the U.S. govérnment might do for Mexico. But the
existing dependency perspectives exaggerate that Mexico's internal
problems stem basically from U.S. foreign relatiomns, and that the global
order must be changed in order to remedy domestic problems in Mexico.
Furthermore, dependency perspectives tend to foster resentment and dis-
trust, thereby hindering communication and cooperation. Falling prey to
the dependency syndrome tends to inhibit bargaining and to blind indi-
viduals to the possibilities for managing issues and building inter-
dependence in the face of great asymmetry.

MYTHS OF U.S. LEVERAGE
Barring reformulation of a central policy concept for U.S.-Mexico

relations, Mexico's current generation of leaders may be tempted to ply
modified dependency perspectives in their dealings with the United States.
On the one hand, this may represent a tactic for making U.S. officials

defensive and apologetic toward Mexican sensitivites. But on the other
/

its cooperation in all matters that are fundamental or even
important for the United States, even though they are not fun-—
damental to Mexico. (p. 93)

Ojeda goes on to say that

In consequence, the United States seems to have been will-
ing to tolerate a dissident position on Mexico's part if this
helps foster the internal political stability of the country....
(pp. 93-94)
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hand, by subscribing to the dependency syndrome, Mexico's leaders risk
succumbing to self-fulfilling theories of their own ineffectiveness.

Some theoretical presumptions may be mythical. 1In the first place,
the dependence of Mexico on the United States constitutes an organic
or symbiotic relationship that entails significant constraints on U.S.
behavior. The two countries are so deeply linked that the U.S. govern-
ment is unlikely to exploit many potential levers. Punitive or discrim-
inatory U.S. options would arouse U.S. domestic repercussions against
continuation of the leverage attempt. For example, Operation Intercept
in 1969 did secure Mexico's agreement to a joint anti-narcotics campaign
——but it also aroused irate opposition among businessmen on the U.S.
side of the border, who suffered from the disruption of Mexican tourism
and commerce. Major deportations of undocumented workers would likely
arouse opposition from segments of U.S. agricultural, manufacturing,
and service industries. Such measures would also antagonize the Mexican-
American community, especially in the U.S. Southwest. In addition, many
U.S. businesses might complain against U.S. measures affecting tourism,
investment, or trade. : '

The exercise of leverage is further constrained by U.S. concern
for Mexico's stability. U.S. policymakers are sensitive not to endanger
stability in Mexico and to help sustain a government there that
can manage intermal affairs. The United States has shown that it does
not want an unstable, violence-ridden, or unfriendly country as a neighbor.
This inhibits potential resort to pressures, especially in economic and
financial areas, that might damage domestic stability in Mexico, especially
at a time when it's stability seems less secure than in the past.

In sum, the United States actually lacks instruments to hurt Mexico
deliberately without also harming its own interests--a true mark of inter-
dependence. Mexico may not be ablé to escape from dependency, but neither

can the United States escape from interdependence.
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PREFERENCE FOR STATUS QUO: AVOIDANCE OF BARGAINING
The most workable option so far, for both Mexico and the United

States, has been to treat the issues one by one, in isolation from each
other. As a result of sensitivities on both sides, trust has been
placed in maintaining a general fabric of relations in which the issues
are not deliberately threaded together, and in which negotiations and
bargaining are avoided.* Ritual dialogue has proven safer than attempts
at substantive reciprocity. Preserving the relationship has taken
precedence over resolving the issues.**

Mexican and U.S. officials have been generally reluctant to link

issues, implicitly or explicitly. Until the recent meeting between

*

Similar patterns prevail in U.S. relations with its other neigh-
bor, Canada. U.S. Ambassador to Canada, Thomas O. Enders, ''Canada and
the United States: The Framework and the Agenda," The Department of
State Bulletin, April 19, 1976, pp. 508-513, states cogently that five
points of reference govern bilateral relations, including,

Fourth, try to deal with each issue on its own terms. In the
past we've generally tried to avoid trade-offs on unrelated
questions. Of course few decisions have been made in the
Canadian Cabinet or in the U.S. Administration without asking
how the rest of the relationship was going. But both of us
have felt that to link various issues, at different stages of
ripeness, with different regional constituencies and different
supporting interests would make them less solvable, not more.
Some now on both sides of the border are urging us to start
linking issues. That would be wrong. Across-the-border bar-
gaining could easily produce frustration and quite possibly
brawls. But it is obvious that we can avoid linkage only if
we can show that good progress can be made in the case-by-case
approach. (p. 512)

The other points of reference are: first, consult before taking action;
second, build in predictability; third, de-bilateralize where appropriate
by using multilateral frameworks; and fifth, go for expansionary solu-

tions by avoiding zero-sum approaches to problem issues.
k%
A very good discussion of these points, as well as of others in

preceding sections is Donald L. Wyman, "Interdependence and Conflict in
United States-Mexico Relatioms, 1920-1975," in Donald Wyman et al.,
Diplomatic Dispute: U.S. Relations with Iran, Japan, and Mexico,
Harvard Center for International Affairs, 1978, forthcoming. Wyman
reaches many conclusions similar to our own.
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Presidents Carter and Lopez, neither govermment was proposing package
deals or sequential trade-offs (for example, to exchange Mexican oil
exports for U.S. acceptance of other Mexican products or of a labor
program agreement). The feeling in both govermments is that, because
the issues and people who deal with them are so disparate, failure
would ultimately result from attempts to design an encompassing insti-
tutional framework or to arrange broadgauge resolutions. On the U.S.
side, private domestic interests as well as bureaucratic responsibilities
militate for keeping the issues separate.

In Mexico there is a tendency to suspect that possible U.S. or even
Mexican initiatives to link issues would lead to risky tit-for-tat
bargaining games, or even to U.S. encroachment, with Mexico ending as
the loser. There is a belief that Mexico, by working to keep the issues
separate, may better determine which issue comes to the fore. Mexican
officials worry about taking actions in one issue area that might lead
to indirect, adverse effects in another issue area.

While Mexico has hesitated in the past to negotiate issue linkages,
Mexican officials have frequently viewed the United States as linking

. 1ssues for purposes of pressure or retaliation. For example, a U.S.

cut in Mexico's sugar quota in 1966 was said to represent retaliation
against Mexico's lenient policy toward Cuba. More recently, the U.S.
press announcement of major Mexican oil discoveries, nine days prior
to a meeting between Presidents Echeverria and Ford, was viewed as a
prelude to a U.S. proposal for trading oil and immigration preferences.
Furthermore, Mexico's concern in 1976 regarding delicate negotiatioms
with U.S. and international financial agencies evidently led Mexico to
refrain from objecting to disadvantageous changes in the U.S. Immigration
and Nationality Act. Mexico has been quite defensive about indications
of U.S. bargaining maneuvers that ;eemed designed to secure access to
Mexico's oil--while Mexico in turn seemed reluctant and cautious about
using its oil resources as a bargaining instrument.

Some Mexicans are even doubtful that their govermment has the
capacity to negotiate favorable agreements that resolve single issues,

let alone issues linked in a larger policy package. So beyond making
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motions that symbolize "good" relations, they ask, why negotiate at all?
'In this view, it is preferable to cope with the disadvantageous but
nonetheless familiar status quo, especially in regard to illegal immi-
gration, than to risk bargaining for major changes that might ultimately
benefit the United States, at the expense of Mexico.

U.S. diplomatic style also makes it very difficult for Mexico to
negotiate. Accordingly, when Mexico enters negotiations, it seeks to
present a single, centralized face toward the United States. But the
United States presents numerous conflicting agency faces that seem to
immobilize its negotiating capacity.* The Mexicans feel that there is
no central location to go for a decision-—unlike the case in their own
country, where the presidency 1is clearly the hub of decisionmaking.

This condition is said to have advantages for the United States. For
example, when the State Department does not care to negotiate, then it can
blame others for the lack of decisive action. BHowever, when State aims

to negotiate, it may have great difficulty in organizing a unified
position. According to Mexican complaints, the U.S. government has too
many commissions and meetings to negotiate effectively, and cannot take
special interests into account before beginning negotiations. Thus
regarding such issues as trade and migrant labor, the United States keéps
raising domestic impediments. Therefore Mexicans raise the question,

why negotiate with a party that cannot negotiate? Partly because of this
perspective, Mexican officials have preferred secretive informal diplomacy,
and have often regarded the U.S. Congress and media as obstacles to good
relations,

Given this preference for informality and secrecy, a common Mexican
line of analysis holds that the creation of a special high level post
or agency within the U.S. government, or the formation of a special
bilateral commission for U.S.-Mexico relations, whether focused on single
or various issues, would likely produce superficial results. Such a
major undertaking would likely stir new conflicts within the U.S. govern-
ment, and still not allow determination of a unified U.S. position before

*
At one point during the salinity negotiations in the early 1960s,
the United States reportedly fielded so many positions that a State

Department negotiator asked Mexico's forgiveness for not being able to
adopt a single position.



61

negotiations began. A public mechanism would also prove rigid and cumber-
some for the Mexicans, depriving them of flexibility and requiring them
to "play" at negotiations with U.S. government agencies that still lacked
decisiommaking authority. In addition, establishment of a formal mech-
anism would create difficult problems of coordination among bureaucratic
feudos within the Mexican govermnment.

Such pessimism reinforces Mexican preferences for a piece-meal
approach, that is, for being satisfied with the benefits of little
achievements in some areas, such as trade, while defending the status

quo in general--especially in regard to illegal immigration.

MEXICO'S NEGOTIATING STYLE

Despite a lack of general confidence, Mexico is reported to have
negotiated quite skillfully with the United States on specific issues,
where Mexican negotiators have adopted a resolute pragmatic stand, and
have displayed thorough technical preparation. Examples include the
negotiations over the salinity dispute and, more recently, over a fisheries
agreement, financing for PEMEX programs, and a trade agreement.

The history of U.S.-Mexico relations has led to the development of
a distinctive Mexican negotiating style, one that has in fact been very
patient and tolerant toward the United States. One prominent trait
is to emphasize the moral and juridical aspects of an issue. This fits

within the broader foreign policy view that:

...the best, if not the only, way of maintaining Mexico's
international prestige and authority is to defend firmly
and perseveringly the basic principles underlying her
foreign policy, placing them above circumstantial consider-
ations of temporary values.*

Thus engagement of the U.S. government in the salinity negotiatioms
depended largely on a protracted campaign that the issues were moral

and juridical in nature, not simply technical as the U.S. government

initially maintained.

%*
Castarieda, op. cit., p. 417,

* %
See the bhook La Salinidad del Rio Colorado: Una Diferencia
[nternacioual, Secretaria de PRelaciones Exteriores, Mexico, 1975.
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A second, more recent trait has emphasized the multilateral and inter-
national aspects of an issue. This helps Mexico to avoid settlements
within a bilateral framework that might appear to favor the United States.*
The U.S. commitment to settle the salinity problem through special bilateral
negotiations was prompted in part by U.S. concern regarding a Mexican
fallback proposal to engage in an intermational juridical action that, in
the U.S. view, might turn into a lengthy, and potentially acrimonious
dispute.** The recent bilateral trade agreement was negotiated mainly in
Europe, within the framework of broad multilateral trade negotiatioms.

Mexico's style often contains proud expressions about Mexico's
national sovereignty, appeals to the reputed shame or guilt of U.S.
behavior in long-past historical incidents, as well as accusations that
make the United States a "scapegoat' for Mexico's intermal problems.

Such characterizations have sometimes helped Mexico to shape a psycho-
logical climate that induces U.S. sensitivity and responsiveness.

References to the necessity of Mexico's political and economic
stability have constituted a persuasive element of Mexico's negotiating
style. For example, folloéing termination of the bracero agreement in
1964, combined Mexican and U.S. concern for Mexico's economic stability
led to establishment of the Border Industrialization Program in 1965.

More recently, President Lopez Portillo has carefully warned about the
risks of a "South Americanization" of Mexico's political system, should
the United States prove unresponsive to Mexico's financial needs.

In sum, Mexico's style has produced successful results in some
negotiations regarding some specific problem issues. Yet these tend
to be the exception rather than the rule. A general lack of confidence
and expertise still makes many Mexicans hesitant to promote bilateral

negotiations affecting the broad range of relatioms.

*

The U.S. government prefers to '"de-bilateralize" issues in its
relations with Canada as well as Mexico. See the speech by Enders,
oples clt.

*

U.S. views are expressed in Herbert Brownell and Samuel E. Eaton,
"The Colorado River Salinity Problem with Mexico," American Journal of
International Law, April 1975, pp. 255-71.
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EXPERTISE AND BARGAINING CAPACITY
A Mexico that does not understand the United States is not in the

best U.S. interests. Few important countries have remained so aloof

as Mexico from the American political process, and relied so strongly
on personal, private, high-level contact for promoting selected govern-
ment interests. If relations are to improve, Mexico in particular will
need to strengthen its negotiating capacity.

Mexico could learn better how to work the U.S. system, much as
other friendly countries succeed in doing at times. Some ''superclients’
like Israel, Iran, Cuba, as well as Finland, have succeeded in gaining
"reverse leverage'" and freedom of action on selected issues in their
respective bargaining relations with the United States and the Soviet
Union. While power relations are largely conditioned by resource
differentials, the capacity of a lesser country to bargain and exercise
leverage is also heavily influenced by: psychological and perceptual
factors that belie dependency, an ability to identify and make critical
issue linkages, tactical knowledge of bureaucratic pdlicymaking
processes in the stronger power's government, and tight centralism and
continuity in foreign policy decisionmaking within the weaker nation's
government.* While Mexico has fallen short on all but the last account,
improvements may be emerging om all accounts.

Despite proximity, the Mexicans have lacked general knowledge and
training for dealing with the United States. The United States has
only recently become a fit subject for academic study in Mexico's

universities, Indeed, prior to the mid-1960s, specializing

*Studies of bargaining and leverage practices between big and

small powers are scarce in quantity and quality.
Significant contributions include the neglected work by Richard

W. Cottam, Competitiye Interference and Twentieth Century Diplomacy,
University of Pittsburg Press, 1971, as well as Robert O. Keohane,
""The Big Influence of Small Allies,”" Foreign Policy, Spring 1971, pp
161-82, and Robert 0. Keohane and Joseph S. Nye, Power and Inter-
dependence: World Politics in Transition, Little, Brown and Col, 1977.
Annette Baker Fox, The Politics of Attraction, Columbia University
Press, 1977, includes extensive material on Mexico.
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on the United States was somehow considered anti-Mexican, likely to make
one pro-American, and thus subject to criticism by "nationalists" and
leftist intellectuals. Although a school of international relations was
established at the National University in the early 1950s, at the present
time a major research focus on U.S.-Mexico relations does not exist. The
most. important research center is E1 Colegio de Mexico, where a small
group of academicians, some of them advisers to the government, has con-
centrated on the analysis of Mexico's foreign policy. The recent estab-
lishment of the Centro de Investigacidn y Docencia Econdémica (CIDE),
which publishes a monthly newsletter analyzing U.S. politics and foreign
policy toward Mexico and the rest of Latin America, represents an
innovative effort. Within the Mexican government, a new Institute of
Diplomatic Studies 'Matias Romero'" was recently established as a base
for some researchers and for training individuals and groups that may
be sent on missions abroad. But at present the Institute remains in the
formative stages. Experience in foreign affairs is hampered further by
the low continuity of office-holders from one administration to the next,
and by shifts in issue responsibilities from one office to another.
Mexico's rejection of U.S. assistance programs in the 1950s and
1960s may have deprived it, ironically, of gaining experience in how
best to negotiate with the U.S. government. These economic and military
aid programs were regarded in the United States as important instruments
for U.S. influence and leverage abroad. But in fact many natioms,
ranging in size from Iran to Guatemala, used them as‘training and testing
grounds to become quite skillful at bargaining for U.S. programs and
concessions. As a result, these were sometimes larger or more advan-
tageous than what the U.S. government originally planned to provide.
Some recipients learned to ply arguments and tactics that successfully
played upon the varied U.S. bureaucratic interests and rationales. In
addition to acquiring familiarity with U.S. bureaucratic processes, the
aid recipients also formed a range of personal contacts as reference
points. While Mexico had reasons for declining or minimizing partici-
pation in such aid programs, one unexpected cost appears to be Mexico's

comparatively less developed skill at diplomatic gamesmanship.
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At present, Mexico is working to overcome these deficiencies in
training and expertise. In particular, one notices the advancement of
a new generation of elites who have worked extensively in various inter-
national banking and financial institutions.* In addition, the creation
of international affairs offices in various ministries may also help
gradually to strengthen Mexico's institutional capacity for dealing with
the United States.

The centralization of foreign policymaking in Mexico's presidency
may constitute an asset for influencing and bargaining with the United
States. Tight centralization of decisionmaking around one leader and
his principal advisers sometimes helps to close access points for a
foreign power, thereby making it difficult for that foreign power to
influence internal coalitions and mobilize in-country allies. Tight
centralization sometimes enables the leading decisiommaker to orchestrate
issue linkages and trade-offs, and to take a firm negotiating stand that
may involve a convincing demonstration of willpower. The capacity for
influence and leverage often increases as the central decisionmaking
leadership gains experience through continuity in office. These are
lessons to be observed in the cases of Iran and Israel vis-a-vis

the United States, and in the cases of Cuba and Finland vis-a-vis the

. *
Soviet Union.

*
The other side of the coin is that their exveriences as economists
and bankers leads them to neglect the social dimensions of problem issues.

The analysis of leverage/bargaining practices in these and other
cases will be discussed in David Ronfeldt and Edward Gonzalez, ''Super-
clients and Superpowers: A Comparison of Iran-U.S. and Cuba-USSR
Relations," in preparation.

The experience of Finland may be instructive for Mexico, since {t
too borders on a superpower. George Maude, The Finnish Dilemma:
Neutrality in the Shadow of Power, Oxford University Press, 1976, is
suggestive.

Even more instructive comparabilities exist in Canada-U.S.
relations. There too the "special relatiomship” is out of favor. The
organizational interface is highly compartmentalized. Conflict manage-
ment takes precedence over problem resolution. Issue linkages and
bargaining are avoided. And both sides are very wary about establishing
special institutional mechanisms. Very interesting material, potentially
useful for comparing U.S.-Mexico and U.S.-Canada relations, appears in
the following sources: John Sloan Dickey, Canada and the American Presence:
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RECENT DEVELOPMENTS
Since the advent to office of Presidents Carter and Lopez, the United

States and Mexico have expressed new interests in negotiating improved,
closer relations. O0il and alien migration issues have mainly motivated
U.S. interests, with population pressures in Mexico being recognized as
having long-range potential significance for U.S. security. Economic
difficulties at home, and fear of possible U.S. measures to increase bor-
der security, have mainly motivated Mexico's interests.

Departing from Mexico's recent diplomatic style, President Lopez
has proposed examination of the '"total picture."” In his view, specific
bilateral issues, for example relating to trade and worker migrationm,
should be assessed not according to individual national interests, but
rather according to their impact on the U.S.-Mexico relationship as a
whole. Moreover, the assessment should recognize the interconnections
among issues in the relationship. Mexico, he has suggested, might be
willing to consider a "package'" approach to some issues. Indeed, Mexico
has begun to clarify just what specifically it would like the U.S. govern-
ment to do about improving relations. Mexico also appears newly receptive
to the idea of a Marshall-like plan for developing rural areas where
poverty and unemployment cause labor migration to the United States. In
the area of emergy, however, the Mexican govermment is finding it easier
and less constraining to deal with the U.S. private sector than with the
U.S. govermnment regarding the development of Mexico's petroleum and gas
fields.

Although Mexico has lacked resource leverage since World War II,
the newly discovered oil and gas reserves give Mexico remewed strategic

significance to the United States. Mexicans are very sensitive to the

The United States Interest in an Independent Canada, a Council on Foreign
Relations book, New York University Press, 1975, especially the final
chapter; C. Robert Dickerman, "Transgovernmental Challenge and Response in
Scandanavia and North America," International Organization, Spring 1976,
pp. 213-240; Kal J. Holsti and Thomas Allen Levy, '"Bilateral Institutions
and Transgovermmental Relations Between Canada and the United States,"
International Organization, Autumn 1974, pp. 875-901; and Peyton Lyon,

"The Canadian Perspective,” in H. Edward English, ed., Canada-United States
Relations, Proceedings of the Academy of Political Science, vol. 32, no.

2, 1976, pp. l4-26. Also see Keohane and Nye, op. cit., and Wyman, Op. citi.
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potential risks as well as benefits that may extend from the renewed
strategic significance of their territory. On the negative side, some
Mexicans claim that petroleum development will only increase national
dependency on the United States. On the positive side, the observétion

is pertinent that:

Whatever may be the strategic value of Mexico for the United
States, it is well to remember that historically this value
has increased in times of world and hemispheric political
crises, and has consequently decreased in periods of world
and regional political stability. One can conclude, then,
that Mexico increases or diminishes its bargaining capacity
with the United States according to these changes.

Thus in view of the worldwide petroleum situation, Mexico's o0il may
represent an important bargaining chip, if the Mexican government so
desires, and if Mexico's domestic economic and political conditions
permit its use as such.** While Mexico has not yet determined how best
to make use of this instrument,'Mexico will have to be careful not to
exaggerate its leverage potential and not to adopt hard-bargaining
tactics that offend the United States.

Issue linkages could represent the keys to managing and improving
future interdependence. It is important to understand--and both govern-
ments do understand--that causal interactions connect many bilateral
issues, such that a move in one issue area often affects others. The
perception of linkages also raises a possibility of bargaining for
trade-offs that may allow mutual gains.

Whether to link or separate issues is a fundamental question for
negotiators in both countries. In general terms, the functioning of
bureaucracies depends upon the technical separation and compartmentali-
zation of issues. The linking of issues represents an essentially

political act that often confounds bureaucracies and requires handling

*
Ojeda, op. cit., p. 94.
ek

An interesting, wide-ranging discussion appears in Edward A.
Williams, "Oil in Mexican-United States Relations: Contextual Analysis
and Bargaining Scenario,'" unpublished, 1977.
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at the highest levels of government, namely the White House or the Cabinet.
Perceiving this significance of issue linkages, wily leaders of some
foreign govermments have posed issue linkages precisely in order to

demand attention from the White House, or else to impel middle-~level
officials to make a favorable response that fulfills their bureaucratic
responsibility to keep issues from going to higher levels.

In recent years, the Kissinger approach made grand use of linkage
politics. As a result, the bureaucracy often played marginal roles on
key issues, whose management was centralized and privatized within the
White House. However, the change of administrations has brought a new
perspective into power, represented in particular by participants from
The Trilateral Commission. The "trilateralists' have advocated isolating
the issues, giving their elements a technical definition, and avoiding
issue linkages. - This approach has in effect returned the issues to the
bureaucracy. Thus, ironmically, Mexico has moved toward a linkage per-
spective just as the United States has chosen to usher it out. Nonethe-
less, Mexico's promotibn of the linkage perspective may help it to work
higher levels of the U.S. goverﬁment, as other U.S. allies have succeeded
in doing.
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VI. A PROPHECY OF FAILURE

Some recent signs suggest a hopeful future for U.S.-Mexico relationms.
Numerous ideas are floating, in the respective governments and elsewhere,
regarding possible policy measures to ameliorate bilateral problems.

These ideas presently include selective trade accommodations and large
co-sponsored development programs. The $99 million trade agreement signed
in December 1977 represents a fruitful outcome to earlier discussions
between Presidents Carter and Lopez Portillo. It provides some evidence
that an atmosphere of mutual concern and cooperation may be emerging
between the two administrations. In addition, the recent formation of
a bilateral consultative mechanism, as well as separate U.S. efforts to
create the Southwest Economic Development Region, a border management
agency, and an inter-agency task force on immigration, will all help
institutionalize attention to U.S.-Mexico relations, and to provide con-
tact points for Mexican officials as well as for the growing Chicano
population in the American Southwest.

The lessons of history promise a hopeful future. Despite predictions
of imminent crisis in times past, Mexico's political and economic systems
have always managed to maintain their remarkable resilience, owing in
part to the skill of Mexico's leadership and the patience of its peoples.
Past crises never proved so serious as observers sometimes feared. Nor
did U.S.-Mexico relations ever turn irreconcilable. Thus, even though
difficulties within Mexico and in U.S.-Mexico relations may sharpen,
they will not necessarily result in crisis or failure.

Now as in the past, a convincing case cannot be made that Mexico
and/or U.S.-Mexico relations are necessarily entering a critical phase
that will require unusual measures. Now as in the past, skillful leader-
ship within Mexico and the United States could make obsolete any prophecy
of failure. :

While acknowledging that unqualified pessimism seems unwarranted,
we nonetheless choose to pose a prophecy of 'failure." This prophecy

of failure extends from the prospect that, in the absence of joint
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presidential atteﬁtiou, the dominant issues will be approached in a
bureaucratic and protectionist manner within each government. Indeed,
apart from the December 1977 trade agreement and loans after the 1976
peso devaluation, we are not aware of any serious bilateral measures
being taken to surmount the policymaking constraints identified above.
In the area of govermment-to-government relations, impasse and cosmetics
seem the most likely outcome. A combination of factors--Mexico's pen-
chance for defensive closet diplomacy, its preference for the status
quo in key areas, the pathology for avoiding displays of close cooper-
ation with the United States, and a sense of dependency that inhibits
bargaining--all lead to doubt that Mexico possesses the will and capac-
ity to develop a étrategy that will be effective in Washingtonm.
Another.combination of U.S. factors--the priority given domestic and
multilateral perspectives, the compartmentalization of issues, the
absence of a bilateral policy concept, and the assumption of great
leverage--all instill further doubt that the U.S. government possesses
the will and capacity to manage and promote interdependence with
Mexico. The main areas of exception to such doubts would be the pro-
tection of existing investments and efforts to secure access to Mexico's
oil and gas resources.

Even with presidential attention, the more divisive issues will
still entail great symbolic and substantive difficulties. As one U.S.
official remarked to us, effective policy coordination can only take
place at the presidential level--but by the time a Mexico-related issue
gets to the White House, it is usually too late to adopt a bilateral
framework. There is even a risk that once a U.S. president directs
his attention to settling U.S.-Mexico issues, Mexico will not be pre-
pared to respond. For one thing, an eager United States could overwhelm
Mexico with plans and data. Mexiéo may simply give an appearance of
favorable response, while it seeks to keep the United States at a dis-
tance and to isolate Mexico's domestic problems from public debate in
the United States.

Preserving a sense of neighborly relations, in part through appeal

to transcendant symbolism, should prove much easier than managing the
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substance of specific issues. Public discussion of substantive bilateral
issues would only lead to exposure of controversial domestic problems,
which both governmments would rather avoid.

The illegal immigration issue, éssuming priority on the U.S. agenda,
involves the most sensitive human and symbolic questions. Thus it could
become a "lightning rod" for the entire U.S.-Mexico relationship, unless
carefully handled within Congress as well as within the executive branch.
The congressional structure, like the federal bureaucracy, tends to frag-
ment issue elements among various committees and sub-committees. But
unlike the case with the executive branch, the public nature of congres-
sional deliberations is highly exposed to media propagation. Spirited
congressional debate is inherently contr#dictory to Mexico's diplomatic
style, which traditionally seeks to avoid the arousal of U.S. public
passions while dealing mainly with the executive branch.

Current efforts by the Carter administration to legislate a program
package to deal with the undocumented worker will eventually require
the cooperationgof the Mexican government. Not only will the Mexican
government find it difficult to assess the economic and political impli-
cations of the current proposals, but the uncertainty about the actual
consequences of such a policy package may well compel the Mexican govern-
ment to take a strictly defensive posture in order to buy time and hope-
fully forestall unilateral decisions by the United States.

What would some elements of "failure'" look like? First, bilateral
issues would translate into increasingly controversial discussion of
each other's domestic conditions, especially concerning social issues.

In addition, issues presently regarded as separable and economic in
nature would begin fusing together as socio-political issues, thereby
becoming less amenable to traditional diplomacy. This would especially
affect the border areas, where preéent demographic and economic trends
augur serious future problems, and where the influence of Washington
and Mexico City often seems remote. Furthermore, possible instability
resulting from "failure'" of the Mexican Revolution cannot be discounted.

Virtually all trends indicate that socio-economic interdependence

will grow and grow, and that neither the United States nor Mexico can,
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or should, escape from having close, interdependent relations. Mexico
might conceivably try to diminish U.S. dependency by using the oil
resources--the "wild card" in Mexico's game--to expand business pro-
tectionism and economic nationalism at home. But such a move would
risk retarding economic growth, while leading to increased technology
imports from the United States, as well as stirring protectionist U.S.
counter-moves against Mexico's agricultural exports. On the other hand,
should the United States manage to curtail labor migration at the border,
economic necessities would likely drive Mexico to require increased U.S.
investment and trade. Thus an initial U.S. measure to put boundaries
between the two countries would only result in the expansion of other
linkages.

. The critical question is not whether U.S.-Mexico interdependence
will be close and consequential. The critical question is whether
U.S.-Mexico interdependence will be cooperative and manageable between

the private sectors as well as their respective’ govermments.
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