NAFTA model brings economic and social pain to Mexico

NAFTA model devastates Mexico’s rural sector while poverty increases

Mexican government data show that elimination of food security policies under NAFTA led to 1.3 million
Mexican peasant farmers losing their livelihoods as subsidized U.S. food imports flooded the market.
While the price paid Mexican corn farmers fell by about half following NAFTA, the deregulated retail price
of tortillas shot up hundreds of percentage points over the pact’s first five years? — in sharp contrast to
promises by NAFTA’s boosters that Mexican consumers would benefit from the pact.

Prior to NAFTA, 36 percent of Mexico’s rural population earned less than the minimum needed for food, a
number that grew by nearly 50 percent in the agreement’s first four years. The percentage of the population
in this state of poverty in Mexico today remains roughly where it was before NAFTA despite the promised
made by the pact’s proponents.®

According to the Washington Post on the 10-year anniversary of NAFTA, “19 million more Mexicans are
living in poverty than 20 years ago, according to the Mexican government and international organizations.
About 24 million — nearly one in every four Mexicans — are classified as extremely poor and unable to
afford adequate food.™

NAFTA model: lowered Mexican wages, rise in poorly-compensated temporary employment

A 2006 comprehensive found that inflation-adjusted wages for virtually every category of Mexican worker
decreased over NAFTA’s first six years.

The workers that experienced the highest losses of real earnings were employed women with basic
education (-16.1 percent) and employed men with advanced education (-15.6 percent).

The only exception to the downward earnings trend was earnings for mobile-street vendors — the very poor
people that hawk candy and trinkets on Mexican streets. Even in that category, earnings were still below
their 1990 levels, and only slightly better than their 1994 levels.

Overall, there has been a shift from formal, wage- and benefit-earning employment to informal, non-wage-
and benefit-earning employment under NAFTA. Even formal employment has shifted to carrying fewer
benefits than it did prior to the pact’s passage.

Maquiladora (sweatshop) employment, where wages are almost 40 percent lower than those paid in heavy
non-maquila manufacturing, surged in NAFTA’s first six years. But since 2000, hundreds of factories and
hundreds of thousands of jobs in this sector have been displaced as China joined the WTO and Chinese
sweatshop exports gained global market share.

NAFTA model: surge in immigration and dangerous border crossings from Mexico

NAFTA’s boosters claimed that the pact would limit immigration. Former Mexican president Carlos Salinas
for instance famously said that the choice over NAFTA was the choice of “accepting Mexican tomatoes or
Mexican migrants that will harvest them in the United States.”

According to the Pew Hispanic Center, the number of people immigrating to the United States from Mexico
decreased by 18 percent in the three years preceding NAFTA’s implementation. However, the number of
annual immigrants from Mexico surged from 332,000 in 1993 (the year before NAFTA went into effect) to
530,000 in 2000 — a 60 percent increase over the period.’

The number of undocumented immigrants in the United States (who are mostly Mexican and Central
American) increased 185 percent over the period, from 3.9 million in 1992 to 12 million in 2005.2

NAFTA model: Mexico misses chance to achieve European living standards

An estimated 28,000 small/medium-sized Mexican businesses were destroyed in NAFTA’s first four years.’
In Mexico, the richest 10 percent of the population makes 45 times what the poorest 10 percent make, while
— despite the promises of NAFTA’s corporate boosters — the country’s income inequality index remains
among the highest in the world.*°

Defenders of NAFTA cite Mexico’s average annual growth rates since NAFTA of 1.3 percent to argue that
the trade pact was good for Mexico. But Mexico’s per capita income only grew by a total of 15 percent over



1980-2000 — and only 1.7 percent over 2000-05 — when NAFTA and the WTO were in place. In sharp
contrast, prior to NAFTA from 1960 to 1980, Mexico’s per capita income grew by a healthy 100 percent, or
four percent on average per year.™* Mexico would be very close to European living standards today if it had
continued its previous rate of growth.

For more information or to get involved in demanding fair trade policies, contact
Public Citizen’s Global Trade Watch at www.tradewatch.org and 202-454-5106.
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