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FOREM>RD 

During the period that elapsed bebleen tbe date of Pmject 

Approval and c~nt of operations. Mexico suffered the 1110xst 

economic crisis in its history. 

Instead of encouraging accelerated i.mrest:.ent in the establish

ment of new industries. the newly elected Federal Go~t p:resented 

a programme of dis-investment in parastatal industries. At t.be .

time, a aajor financial support progr.- wu introduced to support 

ailing industries. 

Manufacturers in the State of Guanajuato were t«>rking at 40'" 

to 20\ plant capacity, and workers wei:e being laid off. Finis were bor

rowing heavily at preferential rates, simply to pay wages and pxovide 

working capital. 

The Project Director therefore took the de--ision to rearranqe 

the priorities in relation to the realities, whilst preserving the aims 

and the spirit of the Project, as follows: 

(a) lmlllediate review of current economic factors affecting local 

and foreign investment at national and State levels. 

(b) Short-term. Examine causes for fall in demand, and identify 

opportunities to increase plant utilisation. 

(c) Medium-term. Outline proposals for a balanced industrial 

development programme for the State of Guanajuato. 

(d) Long-term. Propose strategy for attracting new investors to 

the Guanajuato lndusttial Corridor. 

The proposals, as outlined, were put to the State Government 

and the SIDFA, UNIDO, and were given their full support. 
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This report recom1ends industrial dneloi-ent and investllent 

promotion strateqies for the State of Guanajuato., in the context of the 

National Develoi:-nt Plan, 1983-1988, and the pftsent state of the Mexican 

economy. 

Firstly, the report outlines the national policy for industry as 

presented by the President of the Republic., 1st. 5eptewber 1983, and 

reviews the national ecol'M'Wic environment. (Chapters One and 'l'Wo) 

Secondly, the report i~p~i~ies Federal Govenment invest:.nt 

policies, incentives and financial support procJr-• 111hich have a direct 

bearing on future industrial development in the state of Guanajuato. 

(Chapters Three to Five) 

Thirdly, the report reviews the c~~~.- .industrial status and 

economic trends in the State of Guanajuato, identifies problems, recommends 

objectives, and presents three stra"Ce«Jic scenarios for their attainment, 

as follows: 

- STRATB;IC INDUSTRIAL DEVELOPMENT PLAN 

- STRATEGIC EXPORT PK>!DTION PLAN 

- STRATEGIC INVESTMENT PK>KJ'l'ION PLAN 

In addition, the report includes 12 new investment opportunities, 

2 research proposals, and 9 technic.tl assistance proposals. 

The report and recoB1endations of the Senior Industrial £n9ineer 

are presented in their original form, in order to premerve their int9grity 

and technical accuracy. 

The Project was of six months duration, June to December 1983. 

Fieldwork was carried out by the Project Director/senior Industrial 

Economist (6-ncnths), and the senior Industrial Engineer (2...,nths) in 

accorda.1ce with tJNIIX> Job Descriptions. (AnneXes 11 and 12) 

• 
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SUMMARY, CONCLUSIONS AND RECOMMENDATIONS 

1. SUMMARY 

1.01 The fieldwork of the UIDO Project in the State of Guanajuato 

was carried out during the first year of the new Federal Government taking 

office, at a time when Mexico was faced with the gravest economic 

crisis in its history. A progranme for the IDIDediate Reordering of the 

Economy was already being enforced to deal with the crisis in line with 

the strategy set out in the National Development Plan for Mexico, 1983-

1988. 

1.02 Consequently, it was important that strategies for the promotion 

of industrial development and investment in the State of Guanajuato 

should be designed to contribute to achieving the national objectives, 

whilst providing a model which could well serve to assist the other 

Federal States in Mexico. 

1. 03 The industrial structure of the State of Guanajuato is dominated 

by three largely unrelated manufacturing categories - the Shoe industry, 

the Processed Food industry, and the Intermediate Manufacturing industry. 

Over 90\ production is destined for the domestic market and, with the 

exception of the processed food industry, manufacturers have shown little 

interest in export markets. Consequently, the economic crisis found 

manufacturers ill-equipped, in terms both of products and experience, 

to take prompt and effective counter-measures to c~mpensate for the 

d::"astic falls in domestic demand. 

1. 04 Investment in existing industry has virtually ceased, the ban'{S 

and financial institutions report that investment borrowing is well below 

expectations, and the situation could remain this way just so long as 

an attractive and effortless alternative is available from Term Deposits 

in the order of 50\p.a. 

1.05 Manufacturers in the Guanajuato Industrial Corridor are, for 

the most part, not interested, securing foreign investment at this time. 
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Involvement with foreign investors. especially in the intermediate manu

facturing industry. is considered feasible only in so far as foreign 

companies are able to provide an established selling or9anisation in 

international markets. or able to ensure continual suo-contract work. 

1.06 CJnversely. the attitude of potential foreign investors is that 

Mexico's foreign investment laws are too restrictive. offering little 

incentive to enter into partnership with local firms. Constantly changing 

interpretations of Mexican foreign investment law abroad. and the nation

alisation of the banks, have combined to make Mexico - and thus Guanajuato 

- less attractive for investment than other countries in the world. 

1 . O 7 However, there is encouraging .avidence of awareness by industry 

that the present economic situation also provides opportunities, even 

though .born of necessity, to seek competitive advantages in domestic and 

export markets. Applications for financial and technical assistance in 

setting up new businesses are increasing. NAFINSA/PAI rE:port that, during 

the first eight months of 1983, fifty-one new industrial proqrammes have 

been initiated in Guanajuato, nearly half being in the Shoe industry. 

1.08 Yet the rate of industrial growth in the Guanajuato Industrial 

Corridor falls far short of the 682 new companies set up in 1980/81, and 

a supreme effort will be required to create the 146,000 new jobs needed 

in the manufacturing industry by the year 2000. This is the equivalent 

to seven new factories coming on-stream each month from January 1984, 

each providing an average 100 new jobs. Indur"..rial training facilities 

will be required for 87 ,000 persons to perform skilled, technical, or 

managerial jobs. On the basis of an average 4-year training cycle, this 

represents a minimum 10,000 persons in training at any time between 

1983 and 2000. 

2. Conclusion and RecoJ1111ended Strategy for the State of Guanajuato 

2.01 ~e conclusions ~o be drawn from the report, and their impact 

upon Guanajuato's future industrial prospects and strategies, are as 

follows: 
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2.02 Short Term 

Existing Plant is seriously under-utilised, and increased local 

market demand is not to be expected during the next three years, 

1984··1987. Morecver, higher output levels in manufacturing will be 

required to obtain the increased employment opportunities necessa-

ry to absorb the growing labour force. 

A Strategy is required for motivating and ass:lting manufacturers 

to active!} seek new export markets, as a matter of urgency and 

even surv"..val. 

2 .03 RECOMMENDATIONS: EXPORT PROK:>TION 

It is reconunended that 1984 (or appropriate year) should be proclaimed 

as Guanajuato's export promotion year PRO-EXPO '84, backe~ up by a sustained 

programme of events, and supported by a.well-planned publicity campaign 

throughout the year. 

It is recommended that a"Governor's Award for Export" should be 

present~d to industrialists for achievements in export, according to aggred 

criteria, at the conclusion of PRO-EXPO '84. Governor's Awards would take 

the form of f~ags or pena,ts to be erected over the factory, and displayed 

prominently inside the working area and main office. Governor's Awards 

would be an annual event the~eafter. 

2.04 Medium Term 

Future Industrial development should be related to the heavy 

demands upon employment which will result from a population increase 

well above the national average. 

A Strategy is required for setting out clearly defined guide

lines for the identification of the new manufacturing opportunities 

and their feasibility by type of industry, appropriate location, 

employment needs, and training requirements. 

2.05 RECOMMENDATIONS: INDUSTRIAL DEVELOPMENT 

It is recommended that a Directorate of Investment Promotion and 

Industrial Development for the State of Guanajuato (PROMIDI) 
11

should be 

created as soon as possible. Responsibilities would include, inter alia 

.!/ Direccion pazia la Promocion de Inversiones y Desarrollo Industrial (PROMIDI) 
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tht following: 

(a) Definition of the current structure and status of industry in Guanajuato. 

(bl The current socio-economic situation, projected trends, and the 

favourable and unfavourable factors that are likely to affect 

industry over the next 10-years. 

(cl The form and structure of future industrial development and invest

ment programmes appropriate to dealing with the situation (b) 

(d) The motivating and regulatory role of State Government. 

Detailed proposals are set out in Scenario II. 

2.06 Long Term 

Radical Changes in the national investment climate mean that 

competition to attract new investors will be stronger and more 

aggressive than at any time before. 

A Strategy is required for a well-planned investment promotion 

programme to sell the Guanajuato Industrial Corridor as the ideal 

location ak:x:>ve all others in Mexico for the establishment of export 

industry, whilst at the same ti.me providing fast and easy access 

to the vital domestic market centres. 

2.07 RECOMMENDATIONS: INVESTMENT PROMOTION 

The concept visualisaticn and execution should be assigned to a 

professional Advertising or Public Relations Agency, with a proven track

record in industrial investment promotion at corporation, if not State level. 

The agency should have established international connections and an outstanding 

record in creative communications 

A shortlist of agencies should be invited to make presentations to 

the State Goverrunent on the basis of defined objectives and a specific brief. 

3. RECOMMENDATIONS OF THE SENIOR INDUSTRIAL ENGINEER 

Specific products and technical subject areas are reco111T1ended for 

OPFOrtunity studies, feasibility studies, and economic justification analysis, 

as follows: 
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3.0l New Investment Opportunities 

(a) Agricultural tractors for Mexican conditions 

(b) Capital Goods as already recommended by NAFINSA/UNXDO 

(c) "Environmentally difficult" type industries 

Cd) Gears for replacement, and short production nl:ns 

(e) Kaolin-coated boa.rd for high-quality packaging 

(f) Polypropylene film for food packaging 

(g) Replacement and spare parts for mechanical units operating beyond 

"normal" life-usage, due to current economic constraints, reduced 

purchasing power, etc. 

(h) scientific eduactJ.onal materials 

(i} Short-run speciality items for import substitution 

( j) Soap Fancy soaps .based on coconut oil 

( k) Steek sfe s : Security against fire and theft 

(1) Submersible pumps. Deepwell and borehole. 

3.02 !!_w Materials for .l.Jllport substitution 

(a) Leather soles: Research into alternative training materials to 

replace wattle-bark currently imported 

(b) Shoe lasts: Research into Mexican petroleum based derivates to 

replace imports of plastic waste. 

3.03 Technical Assistance 

(a) Foundries: Improvement in quality and finish of non-castings from 

local foundries. 

(b) Leather: Improvement in quality of locally produced leather 

(c) Training workshops: Establishment of sual-purpose "1Drkshops for 

training and urgent repair parts. 

3. 04 Administration: It is recoanended that implementation of the above 

proposals shoul be coordinated through PROMIDI (Para 2.04 ) 
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CHAPTER ONE 

NATIONAL ECONOMIC PRIORITIES 

1.01 The promotion of investment in the industrial developnent of 

the State of Guanajuato calls for the formulation of an effective strateqy 

which at the same time con~orms to the National Development Plan for 

Mexico 1983-1988 and actively contributes to its realisation. '1'he timin9 

of the field work of the ~IDO Project in Guanajuato enabled work to 

c0111111ence within the first year of the new Federal Goverment taking 

office for the constitutional period 1983-1988. 

1.02 At the time of the election in July 1982, the country was faced 

with the gravest economic and financial crisis in its bl.Story. GDP growth 

had virtually ceased, i.nvestm6nt had declined substantially, and foreign 

exchange em:nin•:is were seriously diluted. The basic reasons are attributed 

to macro-economic ob)ectives having been defined on the basis of optimistic 

economic assumptions which were not modified when the industrial nations, 

the main consumers of energy, moved into deep recession. The assumptions 

were threefold, namely: 

(a) That the c;iowing demand for Mexico's petroleum and related 

produc~..s in world narke~s would continue to expand from its 

already high level, and that high prices would be maintained, 

Cb) That heavy b0rrowin9 from foreign banks, based on the assumptior. 

in (a), would provide unli.lllited incremental funt\s for t~e 

financing of extensive socio-econ~c and industrial development 

programmes, 

(c) That, as a result of (b) and (c) coupled with availability of 

local resources, domestic consumers purchasing power and demand 

would rapidly increase. 
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l.J3 In the event, ~artly as a result ot substantial reductions 

in energy cons\Dllption and the ... X\JCl>1l~tJ.on of extensive petroleum 

stoc.ks, and partly a 11e to the "'°rldwide recession, external dem!lnd 

fell drastically. ln tne meant.J.me domestic inflation had risen tc 

levels considerably nigner than external inflation. These factors, 

compounded with tne rapidly growing deficit in th~ public sector, 

resulting from uncontrolled expansionist policJ.es, contrl..buted tc 

the present crisis_ 

Moreover the preSelltation of the filst "State of the Nation• r~rt 

.by the new President of ~co, Lie. Mic;ael de la Mldrj.d Hurtado, 

on the 2nd September 1983, aDd the report of the Goveznor of the 

State of Guanajuato on 7th August 1983, ccab.i.ne to set the parameters 

for economic and industrial development at National and Guanjuato 

State level respectively across the next five years. 

ln the light of these unprecedented developnents, it was judqed 

right and proper that the s·t.rategy for attaining the UNIOO project's 

declared ObJectives should oe conceived in tne context of the 

l.ioverment' s new economic policies as stated in the report. of the 

President of the Republic. Extracts are sUD111arised as follows: 

1.04 Extract No. l Economic Programme.- "Economic policy was 

confronted with a challenge whose magnitude and complexity is 

unprecedented in tne country's history. Demographic and social 

pressures were accompanied by disarray of the material .bases for 

generating opportwu.ties for growth, employment and income sources. 

The crisis must oe confronted so as to use the economic ad)ustment 

as an opportunity to correct the economy's structural defects_ The 

strategy spelled out in the 1983-1988 National Development Plan is 

being put into practice in an effective, diciplined and decisive 

way. The program for the lmmediate Reor.dering of the Economy is 

designed to deal with the crisis and establish the minimum conditions 

needed for the ecvnomy to function normally. The measures contained 

in the proqram are aimed at fighting inflation and foreign exchange 

instability; protecting employmeRt, basic consumption, and the produc

tive plant1 maintaining job opportunities, and preventing the 



destruct:.on of what has been created with such effort~' 

l.05 Extract No. 2 Scien.e and Technology Transfer.-•A policy 

of scientific and technological development will be pra.oted to 

permit greater mastery over material resources and improve 

capacity to absor.b useful knowledge from abroad. The inteqra.:ion of 

research for the solution of the problems facing t;he productive 

apparatus will be im.proved. ror this purpose, a survey was bequn of 

the human, financial and material resources devoted to research. A 

new focus has been given to the training of human resources, establi

shing certain priority areas and favorl.ll<} national research institu

tions. Domestic demand will be channelled toward a C}reater use of 

national technologies; 27 technological packages have been prepared 

for transfer to the productive sector. A number of measures have 

been taken to provide industry with technical assistance in solvinq 

the problems that impede the substitution of imports•. 

l.06 Extract No. 3 Industry and Foreign Trade.-•The priorities 

for industrial development and foreign trade are to pra.ote production 

for mass consumption, support self-sustaining economic growth, foster 

exports, contribute to geographic decentralization and ecourage the 

consolidation of a dynamic, efficient Mexican business caamuni~~. 

Progress is being made in this direction. The highest priorities 

are .being given to key categories such as .basic goods, capital goods 

chemical and petrochemical products, and exports." 

1.07 Import Sllbstitution.-"To assist in the recovery of capital 

goods industries, mixed advisory committees on supply have been 

established or strengthened in the principal pu.blic enterprises, with 

responsibility for planning machinery and equipment purchases, so 

as to favor Mexican producu. For example, procurement program for 

PEMEX worth 265 billion pesos has been signed with representatives 

of nstional industries. 

Almost 70 percent of this will be speni: within the country." 

l.08 Export.-"lndustrial d'!velopment is closely related to the 
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volume and structure of trade with other countries. ·:onsequently, 

the policy of effective protection 1s aJ.Jned at cre~ting eff Lcient 

ties to the international economy tnrough the ~romotion of expor~s. 

particulary non-petroleum exports In addition to maintaining a 

realistic rate of exchange, a pack39e of l.BIDediate oenefits to 

support export has :>een set .i.n motl.on Under thl.S proqram, t."le 

requirement of prior export licences has been eli.ml.nated in 94 

percent of all cases; procedures foI l.JllPOrtl.ng ui-bond processing 

maten.ai have oeen SJJDPlifl.ed, and only 18t> items still requl.re 

r'ermits. A sen.es of unmediate support measures for exports has been 

implemented to unprove the forel.gn trade situation Efforts have 

oeen made to sunp..1.ity and expedite the procedures required and to 

strengthen :inancial and loan support to this sector. Today, increasing 

exports l.S our hl.gh~ prl.ori_!X ~k.'" 

1. 09 Ext.ract No. 4 Publl.c Exterprises.-''Parastatal industries will 

continue to De deve..1.oped to the deqree required by the country's 

economy.out on tne oasis of highly selective criteria. The ~ational 

Development Plan assigns priority to capital goods and their components, 

strategic inputs and oranches ot prunordial interest for maintainl.ng 

the wellbeing of lower-income groups. Parastatal enterprises engaged 

in activities not covered by the aforementioned priorities are 0ein9 

reviewed These include small and medium sized parastatals that have 

little impact on the performance of their respective J...,dustrial 

sectors. Mexicans will oe given priority in their acquisition,in 

order to ensure the continuing existence of their productive plant 

and employment. 

In order to attain the ob)ectives set for public enterprises 

experienced professional and technicians have been appointed to 

management positions, thereby avo~ding the improvisation that has 

oeen a heavy burden on the Mexican People." 

1.10 Extract No_ 5 Decentralization.-~Tlle strengthening of 
! 

States and Municipalities ac~ompanied by programs to coml:>at centrali-

zation will make a decisive contribution to qualitative change. Tlle 
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development strategy of the National Plan establishes various courses 

~o be ta.Ken oy the structural change~ i.n the economy and society. 

These are, inter-alia, more efficiency and productivity in the 

productivity plant; less depender.ce on fore2gn trade, finance, 

science and technology; a more competitive position for the cowitry's 

exports: a realistic exchang~ rate that simulates the growt.~ of the 

economy and fosters balance in the external sector.• 
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CHAPTER TWO 

NATIONAL INDUSTRIAL .ENVIRONMDlT 

2.01 With a population of 73 millions, a land mass of a wealth of 

material resources including energy, mininy and agriculture.Mexico's 

human and material resources at -:>nc:? provide a ma)or source of 

supply and a large danestic market for local manufacturers. 

To this may be added the fact that Mexico is uniquely placed 

geographically to derive considerable econaaic benefits from her two 

"continental" neighbours to the North and the South. 

To the North direct land communications across a 1600 mile 

!:>crder provide immediate and easy access by road and rail to the 

major and rapidly growing USA markets of california, Florida and 

the border States, together with the hinterland of North America as 

far as Canada ancl the Arctic circle. Total population exceeding 

220 millions. 

To the South lies the vast continent of South America which 

together with Central American States, has a total population exceed

ing 300 millions, having a coaanon language, derived from a common 

colonial history, sharing many COllllllOn cultural and religious traditions, 

and with vast and still untapped natural resources. 

2.02 The country's evident geographic and economic advantages 

are often offset by deep-rooted traditional and cultural attitudes 

which reinforce Mexico's tendency to be conservative whilst 

preserving a strong sense of history, and long memory of external 

interference. 

These factors in agregate have a direct affect on the fonn 

and style of Mexico's industrial development up to the present time 

and future growth potential in respect to manufactured products. 

!ndustrial Development History 

2.02 The most spectacular growth in the manufacturing industry 

took place during the period 1976-1981, in line with the national 

--1 



:rend resultinq from the upsurge in foreign exchange earnings fro~ 

petrole'11!1 sales anc tne ready availability of external loan facilities. 

These .l..I:IIllense external resources enabled the Federal Goverment to 

underwrite an extensive prograr.irne designed pr.1J11arily to accelerate 

new employment opportunities. This prograDDe included import 

liberalisation, export promotion incentives, industrial development 

at State and Regional level, incentives for private investment in 

manufacturing, and the expansion of small industries. Additional 

.oenefits included specially discounted energy prices and subsidized 

agricu:tural inputs. 

2. :J4 ')urin<j t_he .bonanza that followed, industrial output increased 

oy average 8~ annually between 1978 and 1981 At the same time the 

1976 devaluation of the Peso was followed by substantial increases 

in export of manufactured goods until 1978, when exports began to 

diminish as the price advantage arisi.ng from devaluation became 

diluted. 

2.05 Against the background of a GDP standing at over 9\ the 1979 

National Development Plan was conceived with obJectives designed to 

stimulate accelerated employment and individual earnings through 

increased in~ustrial development, with emphasis on exports, at regional 

level in accordance with a new system of Regional Priority Zones and 

incenttves (Refer Para 3.04). 

2.06 By 1980, llllports exceeded exports. As a result of rising 

domestic prices, it was cheaper to buy imported manufactured goods 

than tho&e made .oy local manufacturers. At the same ti.me exports 

oegan to fall, partly because of increased domestic demand. Between 

1978 and 1981 manufactured exports fell from 33\ to 11\ of total 

exports. 

2.07 ,In mid-1981, the demand for petroleum on the world markets 

f~ll sharply, further assisted by the building up of large reserve 

stocks by the major importing countries, resulting in succesive 

reductions in oil export earnings. As a result, economic growth 



"A. 

' 

c. 

' 

-8-

fell from an annual rate of 8\ in 1981 to -5\ at the present time, 

and is considered unlikely to stage a recovery until 1986 (Chart IA}. 

CHART I MEXICO: ECONOMIC PERFORMANCE 1973-1983 

Real Growth B. Inflation rates 
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Economic Performance 

2.08 By Oecer.:ber 1981 reduction in foreign exchange earnings, 

the declining value of the Peso and rising interest rates resulted 

in high prices for imported goods. The price acceleration quickly 

spread to domestic products resulting in a very high inflation rate 

of 58\ across the year 1982 and rising close to 100\ at year end. 

(Chart IB). As the result of Govennent's tough economic programme 

l . ' 
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~ntroduced in January 1983 inflation seems to be under control, and 

the target of 70\ by 1983 year-end will probably be achieved. 

2.09 During the ten-year period 1972-1982 heavy foreign .borrowing 

by the public and private sector led to a twelvefold increase in 

Mexico's foreign debt: from US$ 4,000 milliou to US$ 52,000 million. 

By 1982,Mexico had the larges~ external debt in the world and the 

debt escalation continued to rise to USS 85,000 million by the end 

of the year ( Chart IC ). 

2.10 During 1982 a series of currency devaluations led to a dramatic 

fall in the Peso's market value from 28 to 150 ?esos per US dollar. 

As a result interest payments alone required more than SC\ of Mexico's 

foreign exchange earnings and no repayment of principal was made 

{ Chart lD and Annex l l . 

2.11 The sudaen change from financial prosperity to technical 

bankruptcy has, inter alia, resulted in industrial output being cut 

back to 50-20 \ with little prospect of domestic demand increasing 

significantly during the next five years. With inflation vacillating 

between 75\ and 80\ p.a., investment funds have become scarce as 

potential investors see a safer and better return on capital earning 

58\ on fixed term bank deposits. 

2.12 To compowid the problem, Mexico's historic reluctance to 

pioneer and develop export markets has meant that the fall in demand 

in the home market could not be offset by increased promotional 

activity in the external markets for products which were largely 

unknown. This quite apart from the fact that all markets have been 

affected by continuing world economic rece~sion; and many in Latin 

America will continu~ that way for same time to come. 
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The Present ~ational E~onomic Situation. 

Prospects for Recovery. 

2.13 It is generally believed in goverment and industry that the 

country is off the danger list although still in need of intensive 

care. Govennent statements are cautiosly optimistic but emphasise that 

the road to recovery will take time. Industry, encouraged oy signs of 

growing confidence in the management of the economy, is becoming more 

positive about the medium term prospect. 

Analyses of the trends of the first six months as synthesised 

from official sources point to a period which has been the most 

important as well as the most difficult in recent years, cnaracterised 

oy dras~ically reduced demand, production and investr.lent, against a 

oackground of unprecede~ted levels of inflation. 

2.14 The immediate implementation of the Programa Inmediato de 

Reordinacion Economica has resulted in inflation being brought under 

contr0l,at least in respect to retail prices. For example, average 

monthly prices at the end of the first quarter 1983 had risen by 7.6~ 

compared to 4.9\ a year ago. By the end of the second quarter, price 

increases had been reduced to 5.6\ with further reductions in July and 

August to 4.9\ and 3.9% resr~ectively. T:-.ese figures are influenced 

by goods subject t.:.. price control!:' and consequently r!Oflec~ the best situa~ion. 

For example, the rate of inflation of goods not subject to goverment 

price controls during Jan-June 1983 was nearly double that of controlled 

goods during the same period, namely 50\ compared to 23\. The figure 

is even higher in the case of rootwear and Clothing,which could have 

serio~ effects on export prospects. 

Based on .: .... ~ulative figures to date the inflation rate for 

Jan-D~c 1983 would be 87.7~ (exponential projections) l/ 

Grose Domestic Product 

2.15 Per capita GDP, which had staged spectacular annual growth 

rates averaging 5.4\ between 1978 and 1981, reversed in 1982 with 

negative growth of -2.7i, and currently stands at -5\ with some 

prospect of improvement around 1985. The problem is further compounded 

in the context of a population which has gro·.··r .. by 34\ from 54.6 million. 

lj NOTE: November 1983 trend points to decreasing inflation in 1984 



i.n t!'le past t:er. years, a."ld vhi.ch .!.S .:.ncreasl.!'lg annually by:.-:~ (Table :.:1 

~~p !'OTAL A~C ?ER ~API~ 1978-1981 

<'000 ~oersons l97C Pesos. !ltl.lll.ons 

Item 1978 1979 198':' 1981 1982 

::;;:;r 711962 777163 6-U854 9\>8765 907306 

Annual Growth rate 8.2\. 9.2\ 8.3\ 7 .9\ -0.2, 

Population 65658 6751 / 63392 71249 73122 

GDP Per Capita 1084-t l.l 511 12132 12755 12408 

Annual Growth rate 5.2~ 6.l\ 5.4\ 5.H -2. 7\ 

Source: COHAPO-SPP-cELADE 

2.16 Between 1978 and 1981 three sectors displayed averaqe annual real 

GDP growth rates well in excess of 8.4\: Min1n9 tincludes petroleum extrac

tion), Trasport and COlllllWll.Cations, and Construction. Two other sector 

had growth rates marqinally above everage: C011111erce and Manufacturinq. 

(Table 2.2 

Employment 

2.17 The number of unemployed and underemployed persons has risen to 

12 million out of an economically active population of 20 million. It is 

estimated that an additional 800 000 young persons will join the economic

ally active sector in 1983. Despite an expected upturn in employment 

between 1986-1988, it is considered unlikely that opportunities will be 

sufficient to absorb available manpower; this could lead to a difficult 

social situation, and possible modification to the I!llllediate Economic 
1/ 

Reorganisation Programne 

ll Source: Wharton Econometric Institute. Mexico Oct 1983 
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TABLE ::.2 GDP GROWTH RATE by Se=tors,1978-1982 at 1970 prices 

Sector 1978 1979 1980 1981 1982 
Average \ Total 
1978/81 GDPl 982 

Agriculture \ 

Mining \ 

Manufacturing \ 

Construction \ 

Electrici tl' \ 

Commerce \ 

5.8 

ll~ 7 

9.8 

12.4 

7.8 

7.9 

Transport and 

Communications \ 12.4 

Financial Services\ 4.4 

Other services\ 6.7 

Total GDP 8.2 

-8.3 

14.3 

10.6 

13.0 

10.3 

11. 7 

15.S 

5.2 

7.8 

9.1 

7.0 

22.2 

7.2 

12.3 

6.4 

8.1 

14.0 

4.5 

7.5 

3.3 

9.3 

15.3 

6.9 

11. 7 

8.3 

8.4 

9.8 

4.8 

7.6 

7.9 

Source: Banco de Mexico and Mission estimates 

0.5 

9.5 

-2.4 

-4.2 

6.8 

-1.6 

-1.5 

2.8 

4.6 

-2.7 

3.4 

15.8 

8.6 

12.3 

8.2 

9.0 

12.9 

4.7 

7.4 

8.4 

8.7 

3.5 

24.0 

5.3 

1.6 

25.2 

7.4 

9.6 

4.7 

100.0 

2.18 However of particular importance, not only to the country but 

also to the State of Guanajuato, is the steady slowing down in the 

rate of growth in the Manufacturing and Agricultural sectors culminating 

in a diminishing contribution to GOP in 1982 ( Table 2.2 ) This is 

the more serous when it is noted that Manufacturing and Agriculture 
1/ account for nearly SO\ total employment • 

Importance of Manufactured Products in G:P 

2.19 Three sectors account for 60\ total Manufactured Products 

exports, namely: Engineering; Food, Beverages and Tobacco; and Textiles 

Clothing and Leather. Indeed, a systematic programme for penetrating 

export markets could reverse the present under-utilisation of installed 

ca:,,::>acity. Yet in all three sectors, the proportion ,·f agg:-egute 

production direct.adtoell'Ort markets has been reduced by average 20\ 

annually. Moreover, marginal annual increases in the contribution oi the 

!:ngineering sector to Manufactured Products GDP, is offset b~· decro...ses 

in contribution by the other twc. sectors. (Table 2. 3 ) 
I 

ll Source: Comision' Consul tativa del Empleo 
I 
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TABLE 2.3 ENGINEERING, FOOD AHi> t'EXTntE SEC1'0ML AND EXPOR1'S 
CONTRIBOTIC* 'l'O MANUFAC'ftJRES GDP 1978-1981 

( Millions Pesos at CUJ:rency values) 

1978 1979 1980 1981 

GDP i:ngineering 105447 144753 204992 281963 

.Exports ' 14.6 11.9 10.S 7.7 

Sectoral \ GDP 
Manufacturers 19.1 20.3 20.0 21.5 

GDP_ Food, Beverages, 
Tobacco 155412 178439 237220 313329 

Exports ' 10.7 10.2 7.4 5.3 

Sectoral \ GDP 
Manufacturers 28.2 25.0 24.1 23.9 

GDP. Textiles,Clothing, 
Leather 73029 96740 129085 167289 

Exports \ 5.8 4.9 3.5 2.6 

Sectoral \ GDP 
Manufacturers 13.3 13.5 13.l 12.7 

2.:0 Tne Public Sector deficit was reduced by 24\ during Jan-June 

compared to the same period in 1982,representing 26\ of the Zcrecast 

figure for 1983. In the Private Sector, output in 42 selected manufactu

rers 11 representing a cross-section of industry was down by 19.8\ for 

tinplate, 20\ for beer and 89.4\ fo= trailer-trucks canpared to the 

same period 1982. National industrial production levels dropped by 

9.6\ during the first five months, with over 30\ of manufacturers work

ing below 60\ capacity. 

2.21 Drastic reduction in demand, increased costs and reduced 

profit margins during Jan-March resulted in share prices on the Bplsa 

de Valores falling by 54.4\. However, growing confidence in the Mexican 

21 CEESP 
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~conomy 

:ram April 1983 ownwards. 

Performance of the M.anufact:i.;r ..;.ns ~:-idus trv 

2. 22 Information on .:.ndustr ial ::r·.:..duction during t.he first six 

months of 1982 is not adequat.e to provide a .::iasl.S of comfiar isor. ::c,r 

the same perivd in 1963. Improvements in certain sectors . Ref nnnex 2 1 

have prompted financial analysu; t.c suggest ':hat t.l1e recessior. may 

have botto~ed ~ut in the third quarter of i982, leading t.c th€ first 

signs of recovery in the first quarter 1983. For the purpose of tr.is 

report a more sanguir.e view is taken namely that, al though ind us trial 

performance during Jan-April 1983 w:.~ better than ir. 1982 ':·•..::. less 

than might have been expected under t!:e present aust~ity program.'Tle, 

the manufacturing st?ctor has b.:!en serously affecte~. ':hart. l f 

~ROOUCTION OF MANUFACTURED GOODS 1980 - l 9E: BASE 1970 

---- 12 MONTH MOVING AVERAGE 

MONTHLY 

lOG 

J f MA MJ JASON DJFM AMJJ AS ON 0 JF MA 1"'.J JASON D JFMA 

1980 1981 1982 1983 

11 Secretary for Financ~. Jes~s Silv~ Herzog 
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.!.n fact, fal~ .i.n production have been so sharp that :..nvestment 

.i.r. plant, machinery and equipment has virtual~y dried up. 

2.:3 The manufacturing industry is supporting, as far as possi~le, 

Goverment's official pol.l.cy of maintaining employment as a key 

priority. In absolute terms, based on a sample of 1233 selected 

manufacturers l/ eI'lploying an average monthly total of 594,000 in 

January to April 1982, the same period in 1983 shows a drop of 

47,200 to 546,800 or -8\. The increasing trend in unemployment 

continues, albeit marginally. 

Foreign Trade 

-·2~ An ~n~ouraging sign during the first four months has been the 

improving t~cnd in the external sector (Table2.~). For the first time 

in over 80 years Mexico has achieved a surplus on balance of trade 

amounting to US$ 6,520 million, as compared ~o a deficit of $US 1,074 millior. 

during Jan-April 1982. 

TABLE: 2.4 MEXICO: ANNUAL BALANCE OF TRAU.E 1981-1983 
(US$ MILLIONS) 

annual (\) Jan-April 
19EZ/83 1981 1982 Change 1981 .l.~t:I..:'. 1983 

fi; chage 

EXPORTS TOTAL 19419.4 21006.1 + 8\ 7274.2 5747.1 6630.6 +15!il 

Petroleum 14573.3 16477 .2 +13\ 5396.0 4196. 0 5136.9 +22\ 

Non-Petrol 4846.3 4529.0 - 7\ 1878.1 1551. 2 1493.7 - 4\ 

-ManiJfactures 2688.2 2794.7 + 4\ 865.2 815.8 869.2 + 6\ 

IMPORTS TOTAL 23929.6 14421.6 7830.4 6567.7 2143.9 
(FOB) 

-consumer Goods 2812.9 1519.5 -BS\ 743.S 694.0 190.5 -73% 

-Intermediate 
Goods 13541. 3 8399.9 -61\ 4648.6 3660.3 1484.0 -59\ 

-capital Goods 7575.4 4502.2 -68\ 2438.2 2203.4 469.4 -78ft 

Balance of trade 
Total [4510.0J 6584.S [ 556.2] [820.6] 4486.7 

.._;.:;·..zrce: Ba'1co de Mexico 

So;.irce; :omisi6:-, Ad~HiJ.strat i va d~l Empleo 

l 



-16-

2.2 5 h ~avorable trade balance of a.round :.JSS 7,000 million is 

predictec !or 1983 compared to USS 6,SOJ million in 1982. This will 

.::>e jue to reductions l.n unports and increased import substitution. 

Nevert.heless, if imports and expon:s by PEMEX are excluded the 

oalance remal.ns in deficl.t. 

CHART III 

Exports (FOB) 
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I::-ipor~s 

.::._·~ II".l?Crts o: mo.nufa.:tured g.:.>u.:is fe:ll by 7.2.6~ frorn ~SS 5,S40 

million, Jan-April 1982, to ~SS 1,630 millions in 1983, wit~ capital 

goods accounting for 34\ of -.otal reduction ( Table:. 5 ) 

TABLE - ·) IMPORTS BY INDUSTRIAL SECTOR JAN-APRIL 1932/83 

Sector Jan-Apr 

Total Im~rts E.557.7 

Agriculture 405.C 

Extractive I!iO::ustry .. 1 - -
J.. ~ I•'.: 

Manufacturing 5940.~ 

-Food, Beverages, 
Tobacco 187.2 

-Textiles, Clothing 
:.eather 123.3 

-Wood Products 21.8 

-Paper, Prin~ 
newsprint 189.l 

-Petroleur.i Derivates 179.7 

-?etrocnemicals 218.3 

-Chemicals 541.6 

-Plastic & Rubber 
Products ilO.l 

-:lon-Metal mineral 
Products 58.l 

-Iron & Steel 490.6 

-Non-ferrous 119.a 

-Metal Products, 
::achinery and Equip-
ment 367.2.0 

-Other lndustries 36.4 . 
Products/Services 
Unclassified 94.6 

Sv•.irce: SPP 

rnss r"1illion 
1982 

%Total 

100 

6.2 

J. .8 

90.6 

2.8 

1.8 
-, , .., . _, 

2.8 

2.6 

3.3 

8.0 

l. 7 

0.9 

7.4 

1.8 

56.0 

J.5 

1.4 

1983 
Jan-Apr 

2143.8 

478.0 

33.8 

1630.6 

227.8 

13.5 

6.C 

62.l 

62.4 

115. 3 

204.6 

23. 4 

8.1 

104.2 

2Q.7 

788.0 

2.4 

1.2 

\Total 

100 

22.3 

1.6 

76.0 

10.6 

O.o 

2.6 

2.8 

5.2 

9.5 

l.O 

0.3 

4.8 

l.9 

36.3 

0.1 

Ci.06 

1982/83 
\Change 

-67.3 

+18.0 

-71.2 

-72.6 

+21.6 

::_8~. J 

-72.4 

-67.2 

-63.7 

-47.2 

-62.2 

-78.7 

-86.1 

-78.8 

-82.7 

-78.8 

-93.1 

-98.7 
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: • 27 According to a CESP survey carried out among i;:. ··hers in 

the private industrial sector, the main reason for the fall in imports 

stems from under-utilisation of installed plant and/or consequent 

shortage of investment funds. Moreover there is a reluctance to 

expand existing plant, even thouqh industry has confidence in the 

economic recovery, and believes that the rece"Ssion will be shc--t. lived. 

Exports 

2.28 Total exports in 1982 amounted to US$ 16,477 million, an 

increase of 8\ on the 1981 total of USS 14,573 million. However, the 

increase was attributable to Petroleum exports. Non-petroleum exports 

actually dropped by -7\, with ; anufactures as the only redeeming 

feature. 

2.29 During the first four months in 1983,PetroleUlll exports 

continued to improve up 22\ on 1982. But the downward trend in 

the non-petroleum sector continued; in fact non-petroleum exports 

during January, February and April 1983 fell by -8\, -6.4\,and -8.4\ 

respectively. Cummulative non-petroleum exports far the period were 

down by-4\ on 1982. 

2.30 Exports of manufactured goods showed a small increase of 3.7\ 

compared to the•37\ drop during Jan-April 1982 (Table2 .6). However 

there were significant drops in sectors concerned with manufacturing 

finished products for i.?1t.ermediate and cosumer markets, notably textiles. 

clothing, leatl1er goods, and engineering products. These sectors 

of industry have already been seriously affected by falls in danestic 

demand, and the need to p:>:omote demand in export markets could prove 

vital to the survival of many businesses in the longer term. 

No growth is 1·ecorded for agriculture and minerals, but 

toe neqative growth rate of 1982 has been reduced. 



-l9-

TABLE 2.6 EXPORTS BY INDUSTRIAL SECTOR JAN-AP?. :982/83 

(USS Million) 

1982 1983 1962/83 
Sector Jan-Apr \Total Jan-Apr \Total 'change 

• 
Total Ex~rts (FOB) 5,747.l lOC 6,630.6 100 15.4 

Agn.cul ture 573.8 8.9 471.2 7.1 -8.3 

Extractive Industry 4,227.5 75.3 5,132.2 77.4 +21.4 

Manufacturing 948.9 16.5 983.6 14.8 +3.7 

-Food,Beverages,'lbbacco 227.3 3.9 223.5 3.3 +1.7 
I 

-Textiles,Clothing, 
Leather 54.6 0.9 46.6 0.7 -14.6 

-Wood Products 16.1 0.3 18.i' 0.3 +15.9 

-Paper, Print, News-
print 25.9 0.4 15.9 0.2 -38.5 

-Petroleum derivatives 100.4 1.7 87.l 1.3 -13.3 

-Petrochemicals 33.7 0.6 30.2 0.4 -10.4 

-Chemicals 119. 7 2.0 123.4 1.8 +3.l 

-Plastic 6r Rubber 
Products 7.0 O.l 11. 7 0.2 +67.9 

-Non-Metal Minerals 
Products 37.3 0.6 55.6 0.8 +49.0 

-Iron & Steel 12.9 0.2 64.7 1.0 +399.0 

-Non-ferrous 19.3 0.3 37.6 0.5 +94.8 

-Metal products 
Machinery & SIUipment 282.0 5.0 260.2 3.9 -7.7 

-Other Industries 12.2 0.2 8.2 0.1 -32.9 

Product/Services 
Unclassified l.l 0.02 2.8 0.04 +141.4 

source: SPP 
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ca.cLUSIC»iS: 

2.3:. a) Fundamental to Jlezi.co•s ~c ~- ia caatrQl of_ 

inflation, which in turn depends primarily upon CODtu>l of tbe aoaey 

supply and the extent to which the Public sector deficit can be r..-. ea 
to the levels required by th~ hogr ... Trnadiato de 9eoz)aa 1t5n Jbai16.. 

mica. 

b) Substantial r.irplus funds fna the beMimq sector~ 

currently beinq absod>ed by the Banco de ll&zico. 1ti.th . tbe z:esult .that no 

reduction uf the high interest rates ia likely for ..a tiJle to came. 

c) Serious deterioration in ....,,....;c M:ti.vity, z:esulting in 

substantial reduction in dcmestic d=end ad ~ purdM•j119 poller. 

d) Rate of growth in Manufctuti.ng and .Aqri.cultural sectors -

accounting for nearly 50\ employment - bu steadly declined since 197"9 

resulting in -2.4' reduction in GDP in l~and ~ -s• ill 1983. 

e) Export prospects are impnwing, and a smpl.us on tbe 

balance of payments for 1983 is expected. But aenufactured pnx!ucts 

have been unsuccessful in penetrating aport markets. 

spectacular fall of ~37\ in aports vhi.cl• started iD 1982 ~to 

.be slowing dolm. 

f) The ti.ming and ext:ent of Mezico's econcaic reccwexy will 

depend not only upon a more favorable demand/price situation, bat alao 

on the recovery of her most important trading partner, the USA. At 

this time the OSA is aer9in9 frcm the most prol0119ed recessim since 

the 1930's, and only now, in third quarter 1983, are signs ~ 

that the OS econcmy may be on the road to recovery. Even .a, us 

sources sugqest that full recovery will not be evident until 1985. 

9) Cbnsequently Mexico's ec:onanic growth_, c::urrently staudinq 

at aroW1d -5\ p.a.1 is unlikely to staqe a recovery before 1986,· and 

per capita GDP will remain static. Averaqe annual growth in GDP 1980-1985 

is unlikely to exceed 3.1' p.a. on basis of actual growth to date. 

Assming tum-around in 1985 with annual gmvt.h l\ point p.a. until 

1989, averaqe annual growth 1985-1999 would be 3\ p.a. 

l 
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3.01 The strategy for the economic developient of Mexico during 

the next five yea.rs is set out in the National Development Plan 

1983-1988, effective l January 1983. 

3.02 Chapter 8,sets out Government policy, aims a:id strategy for 

industrial development in some detail under twenty..c..ix sul)ject 

leadings, with specific reference to the llWU!ufactllre of capital~, 

intezmediate- and consumer qcods. Tbe new NIP also incorporates key 

elements of the foi:mer NIP relating to .indUEtrial cievelopinent pri~ 

rities and incentives,which are covered in the follow.L"lq paragraphs 

3.03 to 3.07. 

3.03 The principal objectives ~re to encourage the creation of 

new industries, the enlargement of existing factories and the develop

ment of local tecbnoloqy, in order to generate new -employment 

opportunities on a wide scale, whilst simultaneously increasing real 

income of the population. These socio-economic objectives were to be 

attained within the framework of Reqional Priority Zones which had 

been established in order to decentralise a.'ld redistribute industry 

more effectively throughout the country and, in particular, to 

reduce the phenou:enal. growth rate in Mexico City with population 

standing at 13.S million.,and representing 1~ total population. 

Regional Zoning Priorities. 

3.04 Three categories of zones were created. Zone IA includes the 

main seaports of coatzacoalcos, Lazaro Cardenas, La Union, Salinas 

Cruz and Tampico, and the areas adjoining. zone IB consists of a 

number of selected areas listed in the Urban Development Plan, 21.nd 

located in twenty Federal States. Zone II re!;)resents areas identified 

as State priorities. Zone III relates to Mexico Ci·i:"y and the 

surrounding locality,defined as controlled areas for selective 

investment only. 

':'he Guanajuato Industrial Corridor. zone IB 

3.05 Six important centres in the Stz.tc of Guan<ljuato a.re :ir.cluded 

in zon,,e IB: Apaseo el Grande, Celaya, Irc:;:ue_t.0, Le5n, S;.lama'.'l.ca, 

Silao and Villa9r!n all of which are locat$~ alo~g 160 r.ms. L:t:retc~t 

l 
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of the Par. American Highway, in an area designated as the Guanajuato 

Industrial Corridor, and which is the subject of this Report. ( Refer 

Chapter Six } 

3.06 Companies setting up new factories or expanding existing 

plant in Zone IB are therefore eligibl.e for special. assistance and 

incentives in~luding credit facilities, energy at reduced prices, 

selective tar~ff production, financial support etc. (Refer Table 3.1 ). 

To analyse these benefits the manufacturing ir.dustry is divided 

into two categories: 

(a} The food industry and manufacturers of supporting machinery 

and equipment 

(b) Manufacturers of basic conswner goods and manufacturers of 

essential goods for general use. 

Manufacturers of products other than those in (a) and (b) are 

not eligible for benefits unless they generate new employment. 

Export Incentives 

3.07 In addition to the financial incentives designed to achieve 

increased production an: employment in the ::.=riority ~ones, further 

inducements were introduced to promote exports by manufacturers in 

these zones as follows: 

(a) Manufactures exporting minimwn 25\ production ( by volume). 

Up to 30\ discount on purchase price of electricity, fuel 

oil and natural gas. 

(b) Manufactures exporting products to internationally competitive 

standards. In June 1981 a further stimulus to exports was 

introduced, designed to rais~ the all-round standards of 

Mexican manufactured products in export markets. Provided 

export products were up to international standards of 

quality, price and delivery, and could canpete on favorable 

terms with main competitors, investlnent and employment 

incentives were raised from minimum 10\ to maximum l0\1 and 

the rebate on purchases of local equipment and components 

was increased from 5\ to 1:5\ subject to certain conditions. 
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TAELE 3. l ZONE IB: SUMMARY OF FISCAL INCENTTI'ES F·)R INDUSTRIAL 
INVETMENT a/ 

b/ 
Priority 
Zone 

small 
enterprises 

cl 
Act.ivi~, 
Category II 

d/ 
Activ~ty 

Cateqdry 2 
Purchase &nployment 
Local Equip. Generated 

I 25\ 
Investment 

20\ 
Investment 

20\ 
employment 

15\ 
Investment 

20\ 
employment 

5\ 20\ new 
employment 

5\ 

(a) Geographic zones are defined in the decree published in Diario 

Oficial, February 2, 1979. Fiscal credits can be used for the 

payment of any Federal tax which is not imposed for a specific 

use. The percentages shown in the table for investment are 

applied to the total value of construction and installations, 

and the purchase of new machinery and equipment directly 

related to the production process; it is granted at the time 

of undertaking of the expediture. In the case of employment, 

the percentage is applied for a period of two years on the new 

employment valued at the annual minimwn wage. 

(b) Enterprises with fixed assest not exceeding 200 times the annual 

minimum salary Federal District. 

(c) Includes agroindustries, capital goods producing industries and 

strategic inputs for the industrial sector (e,g, steel, cement). 

(d) Includes non-durable consumer goods, durable consumer goods 

and intermediate product specified in decree published in 

Diario Oficial. 

Sour.re: Secretaria de Patrimonio y Fomento Industrial. Plan Nacional de 

Desarrollo Industrial 1979-1982 
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3.08 Between 1979, when the system was introduced, and 1981 SEPAFIN 

provided data on the value of investment approved under the incentive 

law and the expected employment associated withthose projects. The 

:approvals represented actual and proposed investment. Data on 

approvals during the period 1979-1981 are shown in table 3.2 

TABLE 3.2 VALUE OF INVESTMENT APPROVED UNDER INVESTMENT INCENTIVE 

LAWS BY PRIORITY CLASSIFICATION !/ 

1971-1981 

E.x;iected Increase• Investiaent 

Category l 

Agro-industrie.£-1 

Cap ital goods 

Strategic lnput• ~/ 

Category II 

Non-durable consumer good• !./ 
Durable consuiaer goods !/ 
lntennediate.&1 

Grand Total 

source: SEPAFIN 

Total Value of investment 
Value in Current Prices b/ 
Million Pesos Million US$-

l28 1H9.2 51488.4 

42,657.0 1,821.4 

35,H9.0 1,526.9 

50,123.2 2, 140.2 

1161091.4 41956.9 

32, 144. 9 1,372.5 

32 ,705.9 1,396.5 

51,240.6 2!187 .9 

244,630.5 10,445.4 

i of 
Total 

E:1. 
17.4 

14 .6 

20.5 

47.5 

13.l 

13.4 

20.9 -
,00.0 

in ~lo;t•nt Poer Job 
% of ThousanOli IJS$/ 

JCuabera Total Job 

791680 43.3 ~ 

34,195 18.6 !13. 3 

39,238 21.3 38.9 

6,247 3.4 3io2.f. 

1041491 56. 7 47.4 

3i,326 17 .o 43.8 

58,245 Jl.o 24 .v 
14.92G 8. l 146 .o - -

184 ,171 100.0 56.7 

~/ The classification is given in the decree of Harch 9, l979;vith ainor llOdificatione introduced aubiequently. 

!!_/ Converted a: 23.42 pc•o• tu the US dollar, the unweighted average uchange rate for years l!l79 
through 1981. 

£/ Includes JJ.ainly processed foodstuffs, inputs for the agricultural •ector and agricultural product• for 
industrial uses. 

d/ ; .... i .. 4eR ba.ic lron and 1teel and ceaent. 

!1 Ha1nly textiles, &&rmi:i1ta, shoes, and leather and relatao proouc,a. 

fl Includes ••inly do11utic appliances and automotive parts. 

~I lncluciea petrocheaical1, ch••ical•, aon-ferrou• metal• and con•truccion 11ateria11. 
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CHAPTER FOUR 

_rmANCIAL .;ND TECHNICAL SUPPORT SERVICES 

4.01 Nacional Financiera SA. (NAFINSA) is the official goverment 

agency ct.arg~ with implementati."l'g the promotion and financing on the 

industrial development policy set out in the National Development 

Plan. The scope of NAFINSA's involvement it.eludes four main activity 

areas: Identification and promotion of ~'t _projects; Financial 

support for the establishment of new industryT_Fi.nancial -support_far. 

factory start-up and operations.: Assistance in restructuring corporate 

finances on request. 

4.02 To achieve these objectives NAFINSA has access to Mexican and 

foreign co-investment funds, global credit lines at preferential rates, 

special funds for working capital and equity reconstruction, and the 

services of specialised subsidiaries: FONEP (4.17), FOMIN (4.20 ), 

FOGAIN ( 4.24) and FIDEIN ( 4.27 ). 

4.03 For investment and loan purposes, industry is divided into 

three categories which are administered by NAFINSA and PAI, a NAFINSA 

subsidiary ( Para 4.16) namely : 

(a) Large Industry. Capital: Pesos 50 million and upwards. 

Financing agency: l:U;fJ~SA 

(b) Medium Industry. capital: Pesos 5 mil.lion to Pesos 60 million 

Financing agency: PAI 

(c) Small Industry. Capital: Pesos 50,000 to Pesos 7 nU.llion. 

Financing agency: PAI 

Financial and Technical Services 

4.04 Studies and Projects 

Direct credit facilities to cover costs of research and pre

investment studies, and also studies designed to inprove management, 

operations, productivity, and market potential. All credits are 

granted through _FONEP ( Fondo Nacional de Estudios y Proyectos). 

-

I 
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4.05 Industrial Credits 

Credits are granted through FOGAIN ( Fondo de Garantia Fomento --------a la IndU£tria Mediana y Pequeii.a) for loans, working capital and 

industrial mortages. FOGAIN also administers a system of Bank loan 

guarantees primarily for small industries. 

4.06 Prevision of Share Capital 

Temporary share capital in the form of ordinary shares 

(common stock) or preference shares, and other financial instruments 

which can be converted into shares, can be contributed by FOMIN (Fondo 

Nacional de Fomento Industrial ). FOMIN contribution is limited to 

one third of share capital. 

4.07 Industrial Sites 

FIDEIN ( Fideicomiso de Conjuntos, Parques, Ciudades Industri.! 

les y Centros Comerciales ) offers land for sale in selected urban 

areas and in industrial townships, on a rental or option-to-purchase 

basis, including marketing and service facilities. FIDEIN facilities 

are in the form of credits for the installation of industries in 

industrial parks, townships, and service centres. 

4.08 Technical Assistance 

Direct suppor:falls into four categories: Advice to management 

on effective use of company resources; Analysis of the problems of 

established business and those in the formation stages; Management and 

personnel training; Scientific and Technological information. 

Functional agencies are: 

(a) INFOTEC-CONACYT ( Informacion Ter.hica del Consejo Nacional de 

Ciencia y Tecnologict.) 

(b) CENARO-ARMO ( Centro Nacional de Productividad - Adiestramien

to Rapido de la Mano de Obr~ 

(c) IMIT ( Instituto de Tecnicos para el Financiamiento a la In

dustria 

NAFINSA Foreigr. co-investment and te~hn~~al services. 

4.09 Four investment stages are identified as pre-requisite to a 



me.'1t: : c . __ l. 

Pi1ase I Imroec;:;tr.'e:-1t. P:i:i:-•Jt.;~ --------------- "'---
4.10 rl'echr.!.iC~l and fin~ .. ncia.l J.. .. .!. 

and l'APINSA co-imre~'i:ment funds. ~faere intt- ia.ncing is 

raquired for largoe sec. le indu!':tr ial '!.ind-ert.~.J.ngs, or •.. ~re a Mexicar· 

corporation is to be set up with up to 4::i fOl:eign equity _r.articip:tti.on 

within statutory prioritit=:s, H~.T'INS,.. h~s established an industrial 

support mechar.is!I.. Thi::: enables inte:L!';ational finance institutions 

and the foreign partne-r to participn.te ir. the risk capitc:.l by the 

creation of mixed equity co:npa."l.ies 

4.11 Ten internationcl co-investmer.t f;_._r..:ls h;:7e been established 

up to the present time: BRINMEX { Erit.:i.in), COFRl'1l'1!:X (I"rance), FOMF..cA 

(Canada), H!SPAMEX { Spain), INGERMEX ( W. Germany), ISRAMEX (Israel), 

ITALMEX (Italy), NIPCMZX {Japan), NO?.MEX !Nor..:i:;.y) and S-1JIZhMEX (S,'.itz.erland). 

In addition , a Mexican fund has been set up jointly by HAFINSA (60%) 

and Ba.~co del ~~ranjero (40%) with Ba~co Internacional as trustee. 

4.12 NAI'INSA also identifies po~e~~ial M~r~can pD.rtners, 

suppli~s data on the Mexican mart.et, <md p.covides advice ~nd technical 

assistance to prospective clients. 

FOMIN (Para 4.20) pro\rides tempora.ry risk cc-,pital, grants 

stibsid.i -::.ry er.edit for thr. e>.cqui:;iticn of con,rer.tir:le stock, and provi<le~ 

lmsecured loans e.:!: inrerest rntes Si b"'.l0w maz!,et r«tes accordin;J l.o 

agreed repayme:nt perio-3.•;, 

tempor.'!ry e-guit.y ca.pite.l ti~; to ::3ri. co-inves-i-n:·~•.t fi_, ... ?, 11p to 49% r)-;,, ___ .... 

-1 
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with repayment periods from six months to five years. 

4.14 Credits for the purchase of plant, equipment, industrial 

warehousing and tra."'!.sport are made available throughFOGAIN within limits 

and provisos set out in Para 4.24. The development of industrial 

townships, commercial centres and factory location is financed through 

FIDEIN (Para 4.27) 

?hase III Factory start-up and Operations. 

4.15 Complementary credits are obtained for co-investment funding, 

in addition to FOGAIN facilities. 

unsecured credits for working capital are available in the 

case of cornpa.::.i:..'5 executing Federal Goverment and State contracts. 

Credits in respect of mortgages, plant and equipment are available 

against colateral at variable preferential rates of interest. Loan 

repayments from 90 to 360 days. 

Global short-term credit lines are also arranged to cover 100\ 

purchase costs of material and parts up to USS or canadian s ioo million, 

at preferential rates, for 6-months (USA) and lJmonths (canada). 

Phase IV Capital Restructure. 

4.16 NAFINSA will contribute risk capital to businesses needing to 

restructure their finances. Mortgage facilities for settlement of 

outstanding deb~s and for FOGAIN up to Pesos 12 million (Maximum: Pesos 

45 million in aggregate. 3 types of credit). Short and long-term 

credit facilities may not exceed Pesos 60 million, with a maximum 

repayment period of eight years. Preferential and variable interest 

rates are offered. 

Financ;ial and Technical ~upgort Institutions. 

fAI (Programa de Apoyo Integral a la Industria Pequena y Uediana) 

4.17 PAI was established in 1978 as a subsidiary of NAFINSA,in order 

to provide technical and fi~ancial support for small and medium size 
l/ industry in line with Goven-: .• _ .. t ,PC>licy. PAI has three key respons:..bi-

li ties: 

(a) To supervise the activities of NAFINSA's specialist agencies 

in providing assistance to medium and small industry. 

l_I Definition of Criteria. Refer Para 4.03 

-1 
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'.~' -,c, pr::>v:.de tec.hm.cal support to i.naustry in the f=·llow:_ng 

.:.cti··:.'_ty areas: 

Mars.eti.ng a.nd ~1.::.rket: ?.esearch 

l•:ar.agement., ?reduct.ion and Finance Control 

:-;.5.na 0.;ement Trai:un;:: and Personnel Development 

'"' ~- ·~-· ...... :; 

.. .:;: ,.i. an:::: ~.o !'."~.:-:::;m.-;-,t;:1.) .idci tions or modi f:.cations as 

-----'---:;_. ~--._:. ___ ._.,.::..;: ~ .: z--.~. J. -~-· _"-_:_· ._s_t."-:.._ .• _· __ : -~---"_,,__' _r_ .... _ ... -... _e_::_t:_:-___ L-

'·• lS 

· •. -J..-:<£:. ~c.rl•~2 c:: .:·~sc~rch stud..!..-:s, including: 

:. ;;: i ~ .c. - : .. ~asibili ty studi.:..s related to regiona:i., .:;c ::: . 

:-.otc:r~.:. and hu.-:ia.n resour;.;es, includinq aerial .r.. 

·' 

• ~- . 2- ..__; 

Interest rate. l O~ on balance 0utstandir1g. 

!": ;:::;: reta .. :,!": consultants on an ac h".>c basis selectP.d from ar: 

·- -'.:lie:nts rr.a.y retain their owr: -::onsultants provideJ 
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FOMIN (Fondo Nacional de Fanento Industrial ) 

4.21 FOMIN facilities are available only to aedium size cx•pamies, 

and are concerned with providing taaporary finance for risk capital and 

recoverable credits. 

,.""' 
4.22 FOMIN deals directly with enterpriseB/~~ite finance and 

provides up to 49\ new equity capital, inclusive of ccapany share holding, 

by subscribing to ordinary or preference. As a ainority shareholder, 

FOMIN has no directive powers beyond participation at COJIPlDY boud 

meetings, in accordance with current legislation applicable to CCllllercial 

Companies. When financial support is no longer required FOMIH shares are 

put up for sale, giving preference to existing shareholders. 

4.23 FOMIN also grants unsecured long-term credits with attractive· 

repayment periods at interest rates 5-percent&cJe point below the prevailing 

: market rate 

4.24 Applications for FOMIN financial support must be npporterl by a 

ccmprehenaive corporate study setting out the econcmic, technical and 

financial justification of the proposed business together with the 

organisation structure. 'l'he coats of such a study may be incorporate 

into the loan facility. 

FOGAIN (Fondo de Garant!a y Fomento a la Induatria Mciana y Pesueiia) 

4. 25 FOGAIN grant.a financial support uJd quarantHa to 1111&11 and 

medium industrial companies through the co-rcial banks and r9CX)9nise4 

credit institutions. 

4.26 FOGAIN guarantees (Novmnber 1983 ) are •• followar 

(a) Up to 75• of credit• covering working capital or equipnent and/or 

spare parts to 1 million !eaoa. 

Cb) Credits up to 8 million i .. 01 are granted to cover coats of 

raw materials, other materials and W&IJel. Repayment periods, 

18•30 month1. 

Cc> Credit• not exceeding 11 million Pa101 are al10 ;ranted fol! 

p\U'ohue and erection of plant and machinery, alao for p\U'chue 

of real 1tate for indu1trial u1e. Repayment period• 3•6 year1. 

-1 
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.~} ::i.d'...lstrial mortgages up to 9-million Pesos to cover short

~e!'m liabilities. Repayment period 4-7 years. 

t~) Total credits are restricted ~o 24-million Pesos 

tf) Ajditional credit facilities are available for small industries. 

~.27 Interest rates vary according to industrial priority zones. 

For G~ana]uato (zone IBl interest rates currently applicable are 20' for 

sra~l industry, 23\ for priority medium industry, and 28\ non-priority 

::.ed.1 u..-n industry. 

:·:~£IN (F.i..deicorniso de Conjuntos, Parques, Ciudades industriales y Centres 

C-:>merciales} 

F::.:Er~;' s role is to assist in the decentralisation of industry 

the provision of special installation facilities and support 

services, on a lease or sale basis. This includes the sale of urban 

sites provided with full municipal services for industrial, commercial 

ar;d residential purposes. FIOEIN also arranges leases, with option to 

p'...lrchase, of industrial buildings warehouses etc., as well as the 

leasing of plant and equipment. On all matters relating to site and 

location, manufacturers regardless of size may apply to FIDEIN for 

assistance, provided the industry is not classified as contaminatory. 

4.29 Physical installations (eg., plant, equipment, etc.) will only 

be leased to industries with capital structure minimum 50,000 Pesos 

and maximum 60 million Pesos, to set up new operations or to expand 

£XJ..sting production capacity. Applications must be supported by 

feasibility studies prepared according to FIOEIN requirements. 

~.30 Thr.ee months rent in advance is required for standard covered 

fQc~cry buildings (frame structure,cladded walls), and five months for 

c-..sto:r: built units. Contract periods are for S·years and 13-years 

res}Ject..i•:ely. Construction costs must not exceed 5-million Pesos. 

l••tC;:rest rates vary between 22\ and 30\ on balances outstanding. FIDEir.: 

i:-:c.i-.st.rial centres in the Guanajuato Industrial Corridor are located 

in Leor. and Celaya. 
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CONACYT ( Conseio Nacional de Ciencia v Tecnologia> 

~.31 This prestigious and authoritative .body, the National Council 

of Science and Technology, is the Mexican Gove.rment's instrument a.nd 

trustee on all matters related to the advance of science and technology. 

The head office of CONACYT, centred in Mexico D.F., has direct contract 

with similar agencies abroad and with other specialised bodies throughout 

the world, and is computer-linked with the major international data banks 

covering all aspects of contemporary scientific and technological 

development • Information is channelled through subsidiary organisations, 

of which INFOTEC and CIATE are the principal focalpoints for industry 

and agriculture. 

4.32 Specific activities embrace ind\lStrial consultancy, technical 

ne~~service and computer data Dank covering scientific and technological 

information worldwide. 

~ONACYT operates through 23 technical advisory centres throughout 

Mexico including Laboratorios NacionaL~~de Fomento Industrial, one of 

the most advanced organisations of its kind, specialising research into 

paper production, packaging-engineering for the food industry, and 

equipped with pilot plants. 

4.33 A recent addition to CONACYT services is the "Programme of 

Shared Risk" in industrial development, aimed at encouraging and assisting 

in research and development programmes which would be too costly for an 

individual manufacturer to under-write on his own. The pxogranne is the 

coordi~ating instrument for important sources of research, technological 

know-how, skills and expertise which currently exist in universities, 

research =en~res, engineering and consultancy firms and frequently within 

the com~anies themselves. More often than not, industry is unaware of 

the existence of these resources. 

4.34 The programme deals only with enquires relating to innovation, 

adaptation or technological development associated with experl:ental 

processes, machinery, or new products which are considered to ha·re a 

reasunable chance of sucess. No assistance is available for investJr1ent 

studies or industrial plant acquisition. 

-1 
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4.35 Financial support fran CONACYT is offered on the basis of 

25\ to 75\ total cost of project, depending on priority and socio

economic benefit. Tchnological research carried out will be cost-free 

if not. taken up by the company, in which event CONACYT reserves all 

rights on use and subsequent developnent. 

INFOTEC ( Fondo de Informacion y Documentacion para la Industria ). 

4.36 This organisation is a subsidiary of CONACYT, and offers a 

range of services for raising the standards of production, engineering 

planning and marketing on a free-paying consultancy basis. INFOTEC 

services include the following: 

(a) Industrial Consultancy.- This is a "Rapid Response" personal 

telephone/letter enquiry service. Infoxmation provided 

includes physical and chemical properties of materials, location 

of plant and machinerz suppliers, appropiate manufacturing 

processes, nonns, patents-# trademarks and production and 

market statistics. 

(b) Technical Notes and News. Monthly bulletin of technical 

information. 

(c) Fast Information Service. Provision of computer systems 

linked to over 150 data banks providing scientific and 

technological information. 

(d) Technical management training courses, seminars, and other 

events. 

(e) Preparation of feasibility and technology studies 

CIATE (Centro de Investigaciones y Asistencia Tecnologica del Estado) 

4.37 CIATE~ operate at State level under the pricipal sponsorship 

of CONACYT and State Goverr.:nents,supported by other statutory bodies 

or special interest industrial grvups. There are six CIATE's through

out Mexico, each majoring in a specific field of industrial technology. 

Desi2nation State Field of Technolo~ 

CIATE£ Guanajuato Leather Industry 

CIAT~ Jalisco Animal Feeds 

CIA'fE.f!!. Chihuah·..ia Agriculture-Arid Areas 

CIATE_2 Queretaro Grain (soya, ma!ze etc.) 
I 

IME<;: Sar. Lui.S Potosi Metal Mechanics 
CIQk Saltillo, '" . .... oan. Applied Chemi.stry 

-1 
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4.38 CIATEG (State of Guanajuatol. Located in Le6n, centre of 

the Tanning and Shoe Industry in Guanajuato, was established in 1977 

under the joint sponsorship of CONACYT and the Guanajuato State 

Goverment and supported by IMCE, Camara de la Industria del Calzado, 

and Camara Nacional de la Industria de Curtiduria. 

Until recently CIATEG offered a wide range of technical 

services applicable to most industries in the Guanajuato Industrial 

Corricior, but lack of interest, apart from the leather industry, has 

resulted in CIATEG directing its total research function to the Shoe 3lld 

Leather Sector. Of the 75 staff, 50 hold doctorates or specialist 

degrees in engineering and chemistry disciplines related to t~e 

leather industry. 

IM.:i:'!' ;..c. Institute cie Apoyo Tecnico para el Financiamiento a la Industria 

4.39 IMIT services are available on direct request fro~ industrial 

enterprises, banks and credit agencies seeking assistance in the 

preparation and evaluation of projects for new industrial undertakings 

or for proposed expansion of exi~'tinq plan<:. Activities are concerned 

with industrial development including the following: 

4.4J 

(a) Systemat~c examination of the national industrial structure 

in order to identify opportunities for the establishment of 

new industries. 

(b) Preparation and evaluation of projects relating to new 

investment and the expansion of existing factories at the 

request of industry and banking institutions. 

(c) Research into the adaptation of raw materials, products and 

processes to meet specific industrial requirements. For this 

purpose, laboratories and pilot plants are available, as well 

as an extensive technical library. 

In line with the programming and promotion activities of 

NAFINSA, IMIT participates in studies concerned with evalucting 

alternative tecnnologies,especially in regard to the local manufacture 
I 

of capital goods and the provision of basic products of national 

priority. IMIT also offers a special service to small and medium 

industry covering productivity and the establishment of new plant and 

equipment. 

-1 
I 



-35-

CENAPRO-ARMO (Centro Nacio~al de Productividad-A~tramiento Rapido de 

la Mano de Obra. 

4.41 This organisation specialises in personnel training at 

supervisory and .!.ntermediate management levels. CENAPRO and ARMO 

operate directly with manufacturers through ta~lor-made in-house 

training programmes, specialist seminars and courses. The range of 

subjects covered oy C.ENAPRO, includes administration organisation and 

planning at corporate level, engineering and production economy. A 

video library and film library are available, and films and video 

tapes inclu~e 50 T.V. programmes and 35 training film-strips. CENAPRO 

also publishes the monthly magazine " Gaceta de Productividad " and 

a quarterly review "Productividad y Desarrollo" • 

.... ~: ;;RMO's educational activities are primarily at factori' floor 

and worker level. Special courses are designed for workers with 

potential for promotion to supervisors in industry, for supervisors 

having responsibility for education programmes, and on-the-job training 

of workers in differing categories of occupation. ARMO maintains a 

reference library of over 10,000 books, 700 magazines and 700 films. 

All information is freely available on request. 

PROFIDE ( Programa de Financiamiento en Divisas para Exportacion ). 

4.43 PROFIDE was established in April 1983 to provide financial 

support in us dollars to .bona fide exporters for import of raw 

materials, replacement parts, components and/or services essential to 

the production of goods destined for export markets. Exporters 

requiring foreign exchange for imports are required to provide full 

details of imported goods together with projected export sales forecast 

for the next 12 months,and the estirnate1 foreign exchange earnings 

which will be generated to cover the PROFIDE funding. Fonnal application 

supported by the required information, is sulJmitted to PROFIDE by the 

exporter's .bank. 

4.44 PROFIDE funding is made available to Mexican exporters 

through FOMEX deposits granted to the credit institutions in the 

country from which the goods are supplied, who then settle the supplier's 

I 
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account in vS dollars. PROFIDE credits are granted for a maximum 

period of 1 year. Interest is payable in US dollars at 6 months 

accept~~ce rate on the New York market, plus 3\ points p.a. o~ the 

principal. The rate of interest charged by the intermediary institu

tion will be 2\ points below th2 above rate. Repayment of PRCFIDE 

foreign exchange credits is made in us dollars, to the account of the 

local FOMEX branch or agency in the country concerned, through the 

in~ennediary credit institution. 
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CHAPTER FIVE 

INDUSTRIAL INVESTMENT AND TRANSFER OF TECHNOLOGY 

The Current Industrial Investment Situation 

5.01 l/ A recent survey carried out by CESP among 40\ Mexican manufacturers 

indicated that pri~ate sector investment will be down by 20\ in 1983, with a 

further contraction of 30\ ir. demand and substantial reduction in company 

profits. Moreover, as at October 1983, government funds administered through 

NAFINSA and subsidiaries PAI, FOGAIN etc, have been used primarily to finance 

short-term expediture principally pay-rolls. 

c: '2 The private sector's view is that lack of clear connunication between 

Government and the private sector is creating uncertainty: with the result 

that most companies are unwilling or unable to seek loans at prevailing rates 

for the purpose of corporate investment. 

5.03 SECOFIN confirms that there are insufficient investment projects in 

industry at the present time~ and although adequate funds are available for 

the private sector through NAFINSA at preferential rates, these resources are 

without takers. SECOFIN makes the point that Mexican investors have traditional

ly suffered from "lack of definition" as to what constitutes a good industrial 

investment, and that all too often investors have financed industrial undertakings 
21 

in the past which they are now beginning to regret 

5.04 SECOFIN is now preparing sectoral programmes for analysis, based on 

the financial and technological resources currently available. Preference 

will be given to projects of companies with a majority Mexican equity holding. 

On the other hand, foreign capital may have a majority control, subject to 

the law perrniting, but only in those cases where nationally controlled enterprises 

lack the resources to undertake such projects. The view-points expressed by 

the private sector, together with suanissions from other sectors, will provide 

the basis on 'which government will formulate and define an integrated programme 

for industrial development. The programme is due for completion by early 1984. 

1/ CESP. Centro de Estudios Econ6rnicos del Sector Privado 
21 Source: Sub-Secretaria de Promoci6n Industrial Oct. 1983 
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Foreign Investment Policy 

5.05 Cumulative foreign investment in industry will have gro1"11l from 

USS 2000 million, when the investment laws were or~qinally approved, to an 

estimated US$ 12,000 million by December 1983. Of this sum, the USA will 

account for USS 8,300 million (68\). l/ Although estimates for 1983, on 

investments from other sources, are not available, the 1981-1982 trend is set 

out in Table 5.1 

TABLE 5 .1 

Source of Funds 
Country 

USA 
Germany 
Japan 
Switzerland 
Spain 
UK 
Sweden 
Canada 
France 
Benelux 
Italy 
Others 

TOTAL DIREC'I f'OREI•'.iN 
INVEST~NT 

CUMULATIVE DIRECT FOREIGN INVESTMENT 1981-1982 

( USS MILLION ) 

1981 

Value \Total 

6908. 7 68.0 
823.0 8.1 
711.2 7.0 
548.6 5.4 
304.B 3.0 
290.6 2.9 
142.2 1.4 
132.1 1.3 
111.8 1.1 
101.6 1.0 

30.5 :J. 3 
50 .8 0.5 

10159.9 100.0 

1982 

Value \Total 

7334.8 68.0 
862.9 8.0 
776.6 7.2 
571. 7 5.3 
345.2 3.2 
302.0 2.8 
140.2 1.3 
140.2 1.3 
118.6 1.1 
107.9 1.0 

32.4 0.3 
53.9 0.5 

10786 .4 100.0 

Source: Banco de Mexico: Direccion General de Investigaciones Extranjeras 
y Transferencia de Tecnologia 

5.06 The Government's stated intention is to have a foreign investment 

policy that is active, selectiye, and designed to attract capital primarily 

from European investment sources, so as to reduce excessive dependance upon 

North American investment. US investment in Mexico currently accounts for 68\ 

total foreign investment, with equity participation in 3,733 Mexican companies. 

78\ US investment is in industry, 12\ in services and 2\ in agriculture. 

!/Source: Adolfo Hegewisch. - <:;11h-~cretarin ~"? I"'~'~""Siones Extranjeras y 
Transferencia de Tecnologia sept. 1983. 
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5. 0 - Western Europe 's share of direct foreign investment in Mexico. has 

remained unchanged at 23.5\ since 1979 (Table 5.l~with W. Germany accounting 

for 34\ w. Europe investment, and 8\ of Total. Japan has been the fas~est 

growing investor, with share increasing from 4.2\ in 1977 tr 7.2\ in 1982. 

TABLE 5.la FOREIGN INVESTMENT BY COUNTRY OF O~TC,:~ ~ <>'77-: 982 

source of Funds 
Country 

USA 
Germany F.R. 
Japan 
Switzerland 
Spain 
U.K. 
Sweden 
Canada 
France 
Benelux 
Italy 
Others 

TOTAL 

1977 

' 
70 .2 
7.3 
4.2 
5.3 
1.0 
3.7 
0.9 
2.1 
1.3 
2.0 
0.6 
0.4 

100.0 

( ~ Share ) 

1978 
\ 

69.8 
i.3 
4.8 
5.5 
1.4 
3 .8 
1.5 
1.8 
1.3 
1.8 
0.6 
0.6 

100.0 

1979 
\ 

69.6 
7.4 
5.3 
5.5 
1.8 
3.0 
1. 7 
1.6 
1.2 
1.3 
a.a 
0.8 

100.0 

1980 

' 
69.0 

8.0 
5.9 
5.6 
2.4 
3.0 
1.5 
1.5 
1.2 
1.1 
0.3 
0.5 

100.0 

Source: Direccion General de Inversiones Extranjeras 

1981 

' 
68.0 
8.1 
7.0 
5.4 
3.0 
2.9 
l.4 
1.3 
1.1 
1.0 
0.3 
0.5 

100.C 

1982 
i 

68.0 
a.o 
7.2 
5.3 
3.2 
2.8 
1.3 
1.3 
1.1 
1.0 
0.3 
o.s 

100.0 

5.08 The importance which the oresent Government attaches to stimulating 

increased foreign investment and technology transfer from European sources 

is evident in the recent talks in Paris between the Undersecretary for 

Foreign Investment and Technology Transfer and the French Foreign Trade 

Ministry. The mission was extended to include meetings with the Paris 

Chamber of Industry, and with major French industries including aviation, 

port installations, chemicals and automotive industry. 

Factors affecting Foreign Investment 

5.0~ Based on discussions with representatives of Foreign investment 

bodies in recent months, and viewpoints expressed as recently as 25th 

November 1983, the Federal Government's investment policy is either not 
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sufficiently clear or not :ully understood. 

5 .1 - Foreign investors attending the high level Internation<J. E:xio,:-uL.'.'E 

Forum entitled "How to do business with Mexico " l/ were of the opinion 

that Mexico's existing foreign investment laws were not sufficiently 

attractive and were weak on incentives. The policy of limiting foreign 

equity participation to 49\ was unlikely to attract investors with unique 

technology con tr ibut ions to offer. Moreover. "Mexico's: economic er isi s, 

constantly changing interpretations of foreign investment law abroad, and 

the nationalisation of the COW1try's banks have put a damper on new 

investments at present. This is particularly evident in cases of Joint-ventures 

which had been Flanned with Mexican companies which were later expropriated 
2/ a long "'·:..th the .:::ianks " 

5.11 w. Germany industrialists stated that they "could contribute to 

a solution of Mexico~ economic crisis by bringing in fresh capital and 

transfering technology. Mexico's foreign investment laws should be made more 

flexible, so that foreign investors can be offered greater incentives to 

from partner ships with Mexican industrialists. German investors need 

clear and secure cond1t1ons,and a good margin within which they can move 
3/ freely. with price controls and export constraints kept to a minimum" 

5.1~ The general manager, British Cha!'l.bers of :ommerce, emphasised that 

Britain is the world's second largest foreign investor, and currently invest

ing the equivalert of USS 500 million ( total investment in Mexico ) every 

10-days in some other part of the world .. Jur1ng 1983, Britain will have 

invested USS 16,000 million in other countries, of which USS 3,500 million is 

in USA. Britain believes that more foreign investment in Mexico would lead 

its industry to be more internationally oriented, would help develop its 

technology and make exporting easier. To this end, a one - week exhibition 

was mounted in Mexico ~.F. during November 1983 entitled "Dos Siglos de 

Cooperaci6n Mexico-Gran Bretana• with supporting lecture sessions. 

Moreover, in an major drive to assist Mexican exporters, the Chamber is 

arranging for teams of British importers to visit Mexico and groups of, Mexican 

1/ :J-day conference sponsored by us business publication "FORTUNE" Cancun Sept 1983 
2/ Robert Hickman. President, British Chambers of Commerce in Mexico November 1983 
3/ Rolf Rodenstock. President, Industrialists' Association. Fed. Rep. Germany OCT 1983 

----
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exporters to visit Britain in 1984. 

Tax incentives as stimuli to foreiQn investment 

5.13 US economist Dr. William Grant Ireson, Stanford University, expressed 

the view that, more important than amending Mexico's current investment l~ws, 

would be the granting of greater tax benefits to foreigners willing to 

directly invest risk-capital in Mexico. At this point, it may be appropriate 

to cite two specific instances where tax incentives have played a major role 

in national economic development~ namely Ireland and ~~ngapore 

5.14 During the past 10-years, Ireland has moved away from a prEd~minantly 

agriculture-based economy and has given priority to the nanufacture of high

technology products. Success has been achieved by actively seeking foreign 

investment worldwide, mostly from USA, but also from many European countries. 

Generous incentives and tax-holidays have resulted in the striking growth of 

Irish industry and exports of high technology products, especially in the 

electronics field. 

5.15 Since becoming an independant sovereign state, Singapore has achieved 

an increasingly prosperous economy, with few natural resources apart from 

geographical location, due almost entirely to massive foreign investment 

stimulated by generous tax concessions. To cite one example from many, 

General Motors which established a replacement parts factory in 1973 solely 

for export, has been exempted from Sinagpore's Corporation Tax during the 

past ten years. 

Foreign Investment Policy 

5.16 However, Government's stand, as represented by the UnderSecretary 

for Foreign Investments, remains firm. "Foreign investment laws will not 

be changed in any way, since they have proved adequate for the country's 

needs. Proof of this is that foreign investment in Mexico which amounted 

11 h l 0 
. 11 . .. (sic) to USS 2000 mi ion w en aws were approved, is now USS 12,00 mi ion . 

The Law relating to Transfer of Technology 

5. J7 The Law relating to the Transfer of Technology l/ was first published 

1/ Ley sobre el Control y Registro de la Transferencia de Tecnologia Y el Uso 
y Explotacion de Patentes y Marcas. Diario Oficial, 1972. 

-- --
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in the Diario Oficial on 28th December 1972, and subsequently revised on llth. 

January 1982. An important feature of the Law is the requirement that all 

technology transfer contracts must be recorded in the National Register of 

Technology Transfer. Failure to comply is a serious offence which can 

result in a SUI!l'llOns to appear before a national tribunal. 

5.18 To q~alify for registration the contract may not include any 

restrictive clauses or conditions which could be considered as prejudicial 

to Mexican interest viz; ~xcessively high prices, re~::rictions on exports, 

production.research, and any other operational constraints imposed upon the 

company. Some idea of the extent of the Register can be gained from 

the fact that over 4,JOO contracts were initially presented in 1972, and a 

further 8,257 submitted between 1973 and 1980. 

c;.19 Technology Transfer contracts are fairly evenly divided between 

Priority and Non-?iority sect:ors of the economy. (Table 5.2) It is notable 

that, in the Prioirty Sector, capital goods and intermediate goods account 

for a significant 20.4% and 10.7\ respectively. 0f particular interest is 

the 28.7% share of contracts held by the Manufacturing industry, the majority 

of which were reqistered between 1973 and 1980. 

5.20 With few exceptions, the dominance of foreign technology is evident, 

ranging between 69.1% for agro-industry and 87.l\ in the case of capital 

qoods. However, it is important to note that national technology accounts 

for 48.4% for goods of strategic priority, and 50.5\ for the extractive 

industry. 

Technology Transfer Exchange 

5.21 The Secretaria de Patrimonio y Fomento Industrial CSEPAFIN) 

operates a technology transfer 'bank', Balsa de Technologias Transferibles, 

which regularly publishes a list of technologies offered from national and 

foreign sources (Annex 3J. Technology transfer contracts by country of 

origin are shown in Chart IV. 

----

I 



-43-

TABLE 5.2 TECHNOLOGY TRANSFER CONTRACTS: SECTORIAL DISTRIBUTION 
1973-1980 

Source of Technology 

Economic Sector Total Mexico Foreign 

No. ' No. ' No. ' 
PRIORITY SECTORS 
Agro-Industry 330 4.0 102 30.9 228 69.1 
Capital Goods 887 10.7 115 12.9 772 87.1 
Strategic Supplies 97 1.2 47 48.4 50 51.6 
Consumer Durables 689 8.3 90 13.l 599 86.9 
Consumer Non-Durables 623 7.6 150 24.l 473 75.9 
Intermediate Goods 1686 20.4 354 20.9 1332 79.l 

Sub-Total 4312 52.2 858 19.9 3454 80.1 

NCX>J-PRIOR!TY SECTORS 
Manufacturing 2369 28.7 704 29.7 1665 70.3 
Extractive 298 2.4 100 50.S 98 49.S 
Services 1378 16.7 261 18.9 1117 81.l 

Sub-Total 3945 47.8 1065 27.0 2880 73.0 

Grand-Total 8257 100.0 1923 23.3 6334 76.7 

Source: Direccion de Inversiones Extranjeras y Transferencia de Tecnolog!a 

Chart IV TECHNOLOGY TRANSFER CONTRACTS : COUNTRY OF ORIGIN, 1980 
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CHAPTER SIX 

THE STATE OF GUANAJUATO 

G.01 The State of Guanajuato is presided over by the Governor as 

chief executive officer, and administered through departments and 

agencies corresponding with Government Secretariats at Federal level. 

The seat of Government is in the City of Guanajuato. 

6.02 The City of Guanajuato, located 256 miles (410 Jans) north-west 

of Mexico City at an altitude of 6396 ft. (~OOO_m) is situated in the 

mountains overlooking the central plai~ of El Bajio which contains the 

State's major ~ities, through runs the principal railroad and the Pan

American Highway providing important transport facilities for in-State, 

inter-State and international road and rail traffic. 

6.03 The State of Guanajuato is one of thirty-two States which 

together form the Republic of Mexico. The population of 3,376,000 

represents 4.6% total Mexico. The State or Guanajuato is geographically 

located in the centre of the country and covers an area of 11,300 sq. 

miles - approximately the size of Belgium. There are some 1875 miles 

(3000 km) of metalled highways and 570 miles (910 kms) railroad track. 

An inter-urban passenger railroad system, connecting the cities in the 

Guanajuato Industrial Corridor, is currently in the planning stage. 

Climate 

6.04 Guanajuato is considered to enjoy one of the most equable 

year-round climates in the world, with average temperatures ranging 

between 13.5°C January and 23.5°C June, with annual average 18.5.°C. 

The wettest months are June/July/August preceeded by a gradual build-up 

from March onwards, and a steady decline in rainfall after $eptember. 

The temperature and rainfall continue tc an•excellent climate well-
. I 

suited to the production of temperate fruits and vegetables, as well 

as grain and cattle rearing. As a result, agriculture's contribution 

---
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to the GDP of Guanajuato State (para 6.lOl is well above the ~ational 

average. In terms of productivity, however, agriculture is poorly 

organised, inefficient and considered by the banks to be a bad credit 

risk; with consequent adverse effects on the processed fooa industry 

as discussed later in this report (para 8.47). 

;HART V STATE vF .:;;JANAJUATO: ~EOGRAPHICAL ~OCATION 

---
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The Guanajuato Industrial Corridor 

6.05 The Guanajuato Industrial Corridor is located in the centre 

of Guanajuato State and consists of seven Municipalities at various 

points along the 160 kms. of the Pan Aircrican Highway - Apaseo el 

Grande, Celaya, Irapuato, Leon, Salamanca, Silao y Villagran. The 

emergence of the corridor as a potential centre of industry was 

largely based on the assumption that, because factories depend o a 

work force, a multiplicity of factories would, by definition, create 

an increasing number of employment opportunities. 

CHART VI THE GUA.~AJUATO INDUSTRIAL CORRIDOR 

STATE Or SAN LUIS POTOSI 

STATE OF JALISCO 

OF QUERETERO 

f STATE OF MICHOACAN 

--
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6.()6 To this end the State of Guanajuato was desi~ated ?riority 

Zone IB, which incorpora~es an attractive pa-:kage of fiscal and industrial 

incentives (Refer 3 .04) most of which are embodied in the 1983 ~•ational 

Development Plan. Between 1979 and 198::?, encouraqed by the prospects of 

a continuing properous <economy. new manufacturing opportunities were 

identified and investors responded to the incentives by setting up new 

industries or expanding existins ooes along the Industrial Corridor. 

The Current Economic Situa~ion 

6.07 The State or GuanaJuato is current:ly react_ng to ,..~t is 

undoubtedly the most serious crisis which Mexico has yet experi:ea~. 

Indeed many of the industrial problems confronting the country as f
whole are mirrored in the Guanajuato Industrial Corridor. evideacea .bf a 

halt: in economic qrowt~ and a corresponding decline in investment. 

The subsequent reduction in government, industrial and consimter 

spending has resulted in a fall in demand for locally manufactured goods. 

The cwnulative impact: on the manufacturing industry in the Guanajuato 

Industrial Corridor is measured in terms of factories operating at bet"'1een 

2oi and 50\ ~lant utilisation. reduction in manning levels, mounting .......__ 
req---u-e-s~t-s--:f~or credits to finance working capital. and closures of small 

factories. 

6.08 The impact of the economic er isis in Mexico as a whole has been 

experienced as much in Guanajunto as in all other Federal States. Prior to 

this, Guanajuato's period of greatest industrial growth had been at a time 

when the highest priority was given to the creation of e11Floyment ir. 

selected categories of industry. with perhaps less concern for achieving 

a balanced mix of manufacturers within each category. In fact, by 1982, 

the momentum of industrialisation in Guanajuato had reached the stage where 

th~re appeared to be a st:rong case in suppcn: of a programme to give 

added impetus to industrial investment. The State of Guanajuato, as 

with Mexico itself, is now obliged to reflect and take stock of the 

present im~lications. 

Gross Domestic Product 

6.09 The absence of up-to-date regional statistics on economic trends 

in the state of Guanajuato beyond 1980 has meant that the commentary 
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in t!iis cha~ter is based or: sue!:". data as is available. S;J;i;>or-:-?j ::;:· 

information and view:.:>oints supplied :;;y usually reliable sou.:»::e-s ir. t!if> 

State Governme~t. ::>anking and fi.nance ;..nst.itutions. Chami:>ers :c: Ir.Justry; 

an~ individual manufacturinq enterprises. Nevertheless it is .::>elieved 

that the existence of more precise data 1oC>uld not have resulted in 

significantly different conclusions. 

TABLE 6.1 GUANAJUATO: GROSS DE.VET..OPMENT PRODUCT BY SELECTED 

SECTORS. l 980 

Sector 

Agriculture 
Mining 
Manufacturing 
Construction 
Electricity 
Distribution 
Other Services 

TOTAL 

Population 

Per Capita (pesos) 

source: SPP Guanajuato 

Agricultural Sector 

Mexico Pe::>os 
\ ( '000, OOC)) 

8.35 357, 131. l 
6.82 291,37~.l 

23.03 985,(>:!_:,.1 
6.46 276,192.9 
0.98 42,034.9 

29.90 1278,667.4 
24.46 1046,076.9 

100.00 4276,49J.4 

67382,581 

63,466.0 

GUANA.;~. ;Tc 

:;to. Pesos 
" ( • 000, 000 l 

11. sci 15,:34.4 
LJ3 l, 361. 9 

22.60 2'9,942.4 
7.09 9,390.6 
1. 52 2,020.9 

30.42 40,296.3 
25.84 34,234.9 

l 00. 00 132, 481. 4 

3044,402 

43,516 

S!-:ARE 

Mexico 

"' 

4. 2f. 
.J.4~ 

3.04 
3.40 
4.81 
3.15 
3.27 

4.50 

68.06 

6 .l'.:\ The scate of Guanajuato is the second largest producer o! cash 

crops in Mexico, with some 250,000 hectares under cultivation pro~~cing 

nearly 750,JJO tons valued at Pesos 2.530 million <Table 6.3 l. 

6.11 The number of persons actively employed i~ agriculture is :sa,ooo 
representing 4J'I< of the econ:>mically active population in Guanajuato. 

----

1. 
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TABLE 6.2 GUANAJUATO: AGRICULTURAL PRODUCTION, 1982 

Product Hectares Tons Pesos !mill ion) \ Total 

Wheat 53 ,494 157,326 952.3 37.6 

Sorghum 79,689 186,193 731. 7 29.C' 

Maize 79,169 55,440 363 .1 14.3 

Alfalfa 5,644 211, 765 149.6 6.0 

Beans 29, 127 2, 716 43.5 1. 7 

Others 10,815 137,635 289.0 11.4 

TOTAL 247,938 745,075 2,529.2 100.0 

Source : SA~:ui 

Agro- Industry 

6.12 Due to the narrow variations in year-round temperature (Para 6.04> 

and altitude, Guanajuato is well suited to the cultivation of temperate crops, 

most of which are unspecified and classified as "others". The most unportant 

in this category are strawberries, asparagus arid chiles which provide the 

bulk of the input into the canning, frozen foods and processing industry. 

In fact, the nine large cold-storage depots are currently handling 35,000 tons 

strawberries annually, of which 25,000 tons are for export, primarily to USA, 

and 10,000 tons for domestic consumtion.· (Refer paraS.49 ) • 

Mining Sector 

6.13 There are important mineral deposits. Gold and Silver was discovered 

in 1548 and developed commercially in 1558,following rich discoveries at San 

Juan de Rayas, which made Guanajuato the largest silver mining region in the 

world. During subsequent years the resources have diminished as shown in 

Table 6.4. The mining industry in Guanajuato State generated Pesos 1,362 

million in 1980, representing 1% of state GDP compared to national mineral 

production's 6.8% share of Mexico GDP. 
I 
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TABLE 12. : ~UA..~A ... 1UAT':'': !-::::..:~:.~ I'ROCl'CTIO:~ 1977-]979 

Mineral 1977 1 Cl78 1979 National 
ranking 

Gold (OZ troyl 4"-,461 44 ,336 45. s-1r. ::n.::. 

Silver (oz troy) 6'770,298 6'142.391 ::; '997. 842 3rd. 

Copper (tonnes) 124 94 80 13th. 

Pluorspar <~es> 121,949 237 ,602 104,:-37 ~th. 

Lead (Tonnes) 71 58 48 18th. 

Sulphur ltonnesl 600 1,994 827 6th. 

Source: Consejo de Recursos Minerales 

~-'Ian ufact~ ing Sector 

6 .l 4 With the exception of Agriculture and Mining, the sectoral 

participation of the :;uanaJuato ;op in l980 was a stratified sample 

of the national GDP, and imµortantly so in the case of Manufacturing 

and :onstruction (Table 6. l J • ::! 198), manufactur inc;_: production 

accounted for 22.6% of GuanajudtC GDF, closely corresponding to the 

2~t contribution of the Manufactur1nc sector to the national GDP 

(Table ~.ll. 

6 .1 :-, The assumption is made (w1th no justification beyond that 

cf cor.venience l that :_Jerformance o~ the Manufacturing sector in 

GuanaJuato since 1980 has followed the national trend, and will 

continue to do so. In which case, the growth rate of Manufacturing 

GDP for Guanajuato will have fallen by -2.4~. and will continue to 

slow down, due to the strict Federal austeri tj' programme aimed at 

reducing the national GDP deficit to a.ss, in 1983, cou:·led "'1th 

t!"!e effects of the recession, which directly af!ects both _pu.clic 

and private investment. 
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Forecasts are that the index of industrial production will fall by 

betweem -5\ and -3\ compared to 1982. 

Inflation 

6.16 In line with the national trend,inflation is currently running 

at between 80\ and 75\ l/ and will continue at this level until early 

1984. Banco de Mexico foresges inflation continuing to diminish 

through 1984 to 35\ or 40\,following a gradual reduction in interest 

rates. 

Table 6.~ COMPARATIVE INTEREST AND INFLATION RATES, 1979 - 1983 (Est) 
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1 r-:-:·:-:·:·:·l 
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1 
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1111 

f ;:·11~!i!!~ii]o---....1 
"' ... :·· : ... -::~:Ht/ t 

i!!!!!!! i!lll~ 
~ ~~j~ j j 1::1::::::i 

!~~~j~jil 1:::1 
~::::::l:~:}})nl 

~ ~: ~: ~: li~iii~i~i~;~~~ 
1982 1983 

Source: Banco de nexico; Consultores Internacional; Consultant estimates. 

1/ Source: Banco de Mexico 

-1 
I 
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6.17 Up-to-date information is not available on current employment levels 

and trends in the manufacturing industry in Guanajuato State. Moreover it 

appears that plant under-utilisation is no indication of equivalent 

reductions in number of persons employed. In response to Government's 

request that: industry should maintain employment levels, not to mention the 

high cost-penalties of severance compensation, the current trend is to 

under-employment:_) a factor which cannot readily quantified. Nevertheless, 

a reasonable estimate based on 1980 Census data points to a total popula

tion i:i the GuanaJuato lndustn.al Corridor of 1.6 milli<•:i of which 684,632 

persons are actively employed. The estimated number employed in the manufacturing 

industry is 118,441 as of 1983 ( Refer Table 8.1). 

6.18 Consequer.tly, new employment generateJ between January and August 1983 

is of special importance. During this period, the new progranunes listed by 

NAFINSA/PAI in Para 6.19, represented 1042 new jobs, with Le6n Accounting 

for 68\, Irapuato 22\, and Celaya 7i. If the 2,875 new Jobs listed by 
1/ SF'ES are added, total new employMent in 1983 will be approx 4,000 (Table 6.5) 

Interest rates 

6 .19 Time deposit Bank interest rates (November 1983) are marginally down 

to 55.45% or 9-months fixed-term. However, Banco de Mexico has recent!~ 

issued (25 October) negotiable promissory notes for 3-,6-,9-, and 12•months 

maturity yielding 64.8\ or 9-mon':.hs fixed-term. 

Investment and Incentives 

6.20 ln addition to the Incentive Development Law promulgated by the 

Federal Goverrunent 1979 !Para 3.06 l, incentives were introduced by the 

State of Guanajuato to attract new industry to the Industrial Corridor, under 

the Ley de Proteccion Fiscal y Fomento Industrial del Estado de Guanajuato. 

These are set out in Annex 4, and summarised as follows: 

(a) Elioibili t:": New enterprises or existing firms seeking to expand. 

Provided that production cannot be maintained without tax exemptions, 

or provided that ~ew technology is to be introduced, or product 

improvement/cost reduction programmes are to be adopted. Subject to 

the articles/goods not being already available in the State to meet 

local needs. 

l/ SFES: Secretar.la de Fomento Economico y Social.- Guanajuato. 

~-
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(b) Zones: 3 priority zones are defined. 

(c) Fiscal Benefits: Tax exemptions from 25\ to SO\ over 3 to 4 

years according to elegibility qualification and zone location. 

6.21 As a result of the Federal and State incentives introduced, and 

encouraged by the bright economic prospects of the petroleum industry, 

substantial investments were made in the State of Guaneo.juato from 1979 

onwards. From the data which it has .been possible to obtain from 

various sources including NAFINSA and SFES, Guanajuato, the growth of 

industrial investment and employment generation during 1979-1983 is as set 

out in Table 6.5. 

Incremental capital formation, for which NAFINSA/PAI credit lines 

have .been granted during January-August 1983, amount to Pesos 576 million. 

Expected annual gross sales are estimated at Pesos 1884 million (Annex 5 ) 

TABLE 6.5 

Year 

1979/80 

1980/81 

1981/82 

1982/83 

GUAi~ATO: INDUSTRIAL INVESTMENT AND EMPLOYMENT, 1979-1983 

(Pesos: Million) 

TOTAL 

New Companies 

559 

123 

682 

60 

1,424 

Capital 

2,411.6 

15,349.l 

17,760.7 

4,461.0 

39,982.4 

Eq>loyment 

9,456 

11,401 

20,857 

3,917 

55,631 

Source: Consultant extrapolations from SFES , Guanajuato; NAFINSA 

Current Investment trends in the Manufacturing sector 

6.22 According to NAFINSA/PAI, applications for financial and technical 

assistance in setting up new busjinesses in the Guanajuato Industrial 

Corridor are higher that had been expected and ahead of the national trend. 

During the first eight months of 1983 fifty-one new programmes have· been 

-·-· 
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initiated of which 35 are already operational, 10 are being implemented, 

4 are under consideration, and one is at °'ncept stage. (Annex 6) 

It is significant that 53' of new businesses are located in Leon 

and 41\ are in the traditional leather and footwear industry. Of th-e remain 

ing new industries.rrapuato and Celaya account for 20' and 12' respectively. 

Metal-mechanical engineering account for 25,,processed foods for 12,, 

chemicals and pharmaceuticals for 12~ and clothing for 8\. 

Balance uf Trade 

6.23 As already noted,Guanajuato GDP mirrors national GDP with few 

exceptions. '1'he relative c::::'"'ltribution of the Manufacturing Sector is almost 

identical, whilst Guanajuato food production is way ahe;o'i. The si.Jllilaritv 

ceases when comparinq respective balance of trade 

6.24 Guanajuato's contribution to the national balance of trade since 

1979, the period of GIC's greatest industrial development has been an annual 

US dollar deficit that has grown from -US$ 11.2 ail.lion in 1979 to -05$58.8 

million in 1982, and increases in imports over exports rising from 25.4' 

to 116.4\ (Table 6.6 l. Aggregate negative contribution: -US$ 209 million. 

6.25 The leather footwear industry accounted for an average 3.5, all 

imports, but less than 10\ exports in 1982. In fact, raw materials for the 

leather industry averaged nearly 40\ all imports during the past f~ur years. 

The principal exporting sector is the processed foods industry 

which accounted for 45\ exports in 1982, representing a further improvement 

over the four-year average of 42.6\. These figures are achieved mainly by 

subsidiaries of the transna~;~~~1 ~orporations with processi~ factories 

in t~ GIC. 

6.26 It is significant that the industrial development boom in Guanajuato 

in recent years has contributed virtually nothing to exports. On the contrary 

non-exporting industries have accounted for an average 53\ all imports 

annually during the past five years. 
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TABLE 6.6 GUANAJUATO: ANNUAL BALANCE OF TP1'~, 1979-1982 

(US$ ''JOO 

Item 1979 1980 1981 1982 1982 4 year 
\TOTAL average 

\TOTAL 

Ex~rts Total 42611 57764 57990 50518 100.0 100.0 

Processed Foods 20109 20952 25061 22858 45.2 42.6 
Fresh fruit & 

Veg 1952 3418 424i 8.4 4.6 
Textiles and 

Clothing 4348 6452 9484 9538 18.8 14.3 
Leather and 

Footwear 7085 10485 10445 4814 9.6 15.6 
..::hemicals 1282 2230 1. 7 
:>the rs 9867 15693 9572 9061 18.0 21.2 

l!!:!,EOrt S Total 53888 81143 1215974 109329 100.0 100.0 
Agriculture 266"> 1147 1.0 1.0 
Food Industry 3247 6807 4135 3 .8 3.8 
Leather Industry 38333 33204 37280 38670 35.4 39.7 
Machinery & 

Equipment 1421 10778 1215 1.2 3.6 
Others 14134 42027 72079 64162 58.6 52.9 

Balance Trade 
'roTAL (11277) (23379) (68984) ( 58811) 

Exports: Imports 1:12 1:14 1 :22 1:22 

Source: Banco de Mexico, IMCE 

.::onclusions 

6.26 The prospects appear to be somewhat better than might have been 

imagined twelve months ago. The industrialised nations are emerging from a 

10-year period of economic recession. Mexico's handling of the problem of 

re-establishing confidence among the debtor nations has been skillfully 

Pxercised. Foreign investors are showing renewed interest. But investors' 

interest l.1l Mexico - and Guanajuato in particular - will become reality 

0nly when industrv d!3!1onstrat~s its ability to stimulate demand, increase 

production, and maximise plant utilisation. This will be largely achieved 
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ny the introduction of more sophisticated and aggressive marketing strate

gies designed to achieve specific targets in both domestic and external 

markets, and by the ordered establishment of new industries to fulfill 

evident needs and attain specific objectives. 

Recommendations 

6.27 In order to establish an industrial development policy for the 

State of Guanajuato there is an urgent need to obtain an accurate assessment 

of the following. 

(a) The Guanajuato Industrial structure as it exists 

!bl The current socio-economic situation, projected trends, and the 

favourable and unfavourable factors that are likely to affect 

industry over the next 10-years. 

(cl The form and structure of future industrial development and 

investment progranunes appropriate to dealing with the situation (bl. 

(d) T~e motivating and regulatory role of State Government. 

A proposal for meeting this requirement is set out in Chapter Eight Scenario III. 

l 
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PART I: DESIGN OF FIELDWORK AN•· FA~TORY VISITS, JULY-AUGUST 1973 

7.01 The project as ~riginally conceived provided for 2-months 

preparatory research to be carried _,ut by the Senior Industrial 

Economist/Pro)ect Di.recto: prior tL the arrival of the Senior Engineer. 

This would have permitted tne setting up of a stratified quota sample 

representative of the ~1ndustrial establishment5 in the Guanajuato 

Industrial Corridor. ~he event, both experts arrived similtaneously 

at the Duty Station. 

7.12 In •:1e\\' of tr.is development and the fact that theSr.= .. ·•1!"Engineer's 

assigment was of : months durat1on. the Project Director took the decision 

to give the highest priority to the work of the Senior Engineer, during 

the first two months. with the team working hand-in-hand and the Pro)ect 

'.Ji.rector performing the oack-stopping role. 

,.J3 The f .:-.:.~task was to .:arry out a detailed study of the industrial 

mix. establis.r fac-torv selection and evaluation criteria, programme the 
l! 

jata into the Sc:-:ic.·_ Englneer 's i-lrogrammable calculator and extract a 
2/ 

list of : 3 enterprises lo...:ateci along the 160 km. GIC for factory tri5l.t::.. 

7.J4 The industrial Jata case was derived from the only statistics 

made available to tne mission at the tJJne. 

l al Document ";" : : atastro Indust .. ial del Estado 'undated) . 

Secretar!a de Fomento Economico y 51'.>cial, Gobierno del Estado 

de GuanaJ uato 

(bl Document "B" : Breve Analisis del Area Industria C 1983). 

Secretar1a de Programacion. ~obierno del Estado de Guana1uato. 

Note: Relevant data base 1975 and 1979 

Regrettably neither document explained the methodology employed, 

specifically in relation to data-base and count of enterprises. Moreover, 

.. :1e two sources differ widely in certain key data making it difficult 

to draw realiable conclusic.ns. 

1/ Hewlett-Packard Model q7 
2/ GIC: GuanaJuato Indust~1al :orridor. 

I 
I 



-.o4 A representative cross-section of industry according to 

location and population was formulated from a statistical analysis of 

the seven Municipalitites, Apaseo el Grande. Celaya. lrapuato, L'!on 

Salamanca, Silao y Villagran. 

I Table - . ' 

: .t;rlLE 7. l GUA!~AJUA.'IO: lJlSTRlBUTlON vF l'uPULATluN AND INDUSTRY 

Ill 
I 

: .... 
c: : < c: ... < : CJ 

= e 
Cl> . . ~ 
~') c... 0 CT.I 
c;:! 0 0 :..... c ~ 

.;. :0 r.:i ....> '"") ' . 
'- I ... . .. 
(.. 0 c l7J ell 

:. c ::- ... c . .... 
< • .. O'\ Ille l7J . 
= '1 al () .x :i.J : 

.--1 .... . < 
c: . Cr-1 al c al c: O' rl: 
0 0 0 (t' ::s 0 ·c: 0 ~ 

"" ... 0 ... ~ c: ... . ........... ... • 
.... 0 ..., c c: .... s.. ~ t:,, I- CJ 
ell d E- d al~ ro c: ....> 0 

r-i r-4 ... ,-1 . 1-4 0 Cl)~ 

::so :::s c.... • :::s CJ :::s (/) :::s 
A.CO ~c t_ ;._rl i:.. s.. " s.. 0 CT'> 0 :> o ro 0 Q) s:: Q) 

P.rl Po. lit <r>. u P4 a. H j:l, 

=-· -·- -- - ·--- --- -
.;p"iseo el Grande 48175 3.1 3.6 131 77 ---- ·- . -- -- - ._ -- - - -- .. ---
Cf' 1 aya ??8027 16.5 5.8 445 416 

;/) 
;) 

c: 
C.J 
e 
~ 
tO -, .. 

.-=. 
ell .... 
aJ . 
':J :. 
~ 

,-. = 
al ... . 
I- CJ 

.... 0 
UJ Q 
:::s 
·~ s... 
c: Q) 
HA 

::: 

27 -- . 4 

495 I -- -- --- --- --- -- - - --- -,_ __ 
·- . 

;r~puato 247?11 15.8 ;.5 315 480 ?'72 
------ - '- --- .... 

Leon 711106 45.4 5.4 601 1330 3579 
--- .... 

Sa1amanca 17308; 11.0 5.1 224 204 96 --- - .. 
S1 1 ao 9?559 6.1 3.0 174 147 29 - ---- .. 
V11lagran 34018 2.1 4.? 346 36 9 

1 J l 4.9 
:..: 

Total 1567479 100 3p2 2690 4807 
~ -----· -- ·-
st~te of Guana- 3156970 J--1--3. 6 I 103 I ?224 I n.a:-] 
~uato 



[ 

-59-

The caL I...iustri.&l lists nearly 5000 finis. 'fte nmber 
\ 

7.05 

was considerably redw:ed after sc::reeninq out trailing finis. contruct.iDn 

cxwipenies. quarries. locAl bakeries. bottl.ing plant. aerri.c:es illldllst:ries 

(¥>rksbDps. printers etc.>. and fizms vi.th less tbul 16 emplo,_s. 

----llcelaya I Ira- I Leon __j puato I Sal~ I Silao~ :can ca 
-

Total Enterprises list- 495 572 3579 96 31 47 ed in Catast.i·o 

Ro data on Employment 240 288 1'82 ' 1 19 

Small 
Employees 864 930 8348 331 69 10542 
Enterprises 190 191 1627 64 20 2092 ----

y.;ed. Small 
Employees 1005 1382 8518 300 152 113~7 
Enterprises 38 58 343 11 6 ~~--

riedium Employees 719 1040 9868 503 140 122'10 
Enterprises 12 19 158 8 2 199 - . 

Med.Lg. Employees 2041 2316 10109 390 0 14856 
Enterprises 12 13 61 3 0 89 - .. 

Large Employees 3177 1609 4689 7600 620 17895 
Enterprises ' ' 8 7 2 23 ... 

All Employees 7806 7477 41532 9124 981 66920 
Enterprises 255 284 2197 93 '° 2859 

,,, s 11.l 12.4 20.1 3.6· 7.0 15.8 
Employees MS 12.9 18.5 20.5 3.3 15.5 17.0 
iD M 9.2 13.9 23.8 5.5 14.3 18. '5 
Group ML 26.l 31.0 24.3 4.3 0 22.2 

L 40.7 24.2 11.3 83.3 63.2 26.7 

~ s 74.5 67.3 74.l 68.8 66.7 13.2 
Enterprises MS 14.9 20.4 15.6 11.8 20.0 15.9 
in M 4.7 6.7 7.2 8.6 6.7 7.0 
Group ML 4.7 4.6 2.8 3.2 0 3.1 

L 1.2 1.1 0.4 7.5 6.7 o.8 
. 

Number of Inhabitants 33 33 17 19 97 22 
per one industrial Job 

Key: S (Small) 15 or less. MS(Medium Small) 16-39 up. M(Medimn) 40-99 ap. 

ML (Medium Large) 100-299 emp. L (Large) 300 or mDre amp. 

I 
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7.06 The final selection of 33 factories was mutually agreed by the 

.:>overment counterpart officer. the three Chambers of Industry (CANACINTRA) 

w the GIC, and the Project Team as follows:-

(a) CELAYA 

ARBOMEX SA de CV 

CARROCERIAS DIVERSAS HAKON 

CHIMICA SODIUM SA de CV. 

ESTUFAS Y REFRIGERADORES 
NACIONALES SA de CV 

K>NTERREY CHLORIDE SA de CV 

NABISCO-FAK)SA SA de CV 

PROoocros ESTAMPA~S SA de CV 

RO~~M!ENTOS SA de CV 

TALLERES AKERRA SA 

TRANSETE SA 

VEL CON 

(b) LEON 

EL ARBOL SA 

EVE SA 

FLEXI SA 

INDUSTRIAS MEDINA SA 

MMUFAC'I'tJRAS DIVERSAS SA 

MEDINA 'roRRES SA 

MICRO-ONDA SA 

PASTIFICO MILANO SA 

PLASTICOS INDUSTRIA:..ES SA 

PROCESOS M:>DERNOS DE LEON SA 

FoWldry, Automotive Camshafts 

Truck body builders 

Detergents 

Domestic applanc~s 

Batteries (Lead acid) 

Prepared foods, Biscuits 

Heavy duty Pick-up truck bodies 

Roller bearing 

Grain Milling Plant 

AutoDDtive Gear Boxes 

AutoDDtive Axles 

Footwear Lasts 

Jeans 

Leather Footwear 

Submersible pW!ps 

Enging Gaskets, Hollow ware 

Tannery, Shoe soles 

Cardboard Boxes 

Pasta 

Plastic Soles-Tubes 

Tannery, Shoe soles 

QUIMICA CENTRAL DE MEXICO SA de CV Chromite Chemicals 

SIETE LEGtJAS Boots 

( c) IRAPUA ro 

COMPAf;IA MANUFAC'I'tJRERA DE 
ARTEFAC'roES ELECTRICOS SA de CV Transformers 

EMPACADORA y EXPORTADORA SA Processed Vegetables, Pfeserves 

EMPACADORA GILBERT SA Processed Meats 

-1 

I 



re) !RAPUATO (~Ont 'd) 

INFANT INA SA 

JAB;Jr:Es .:ON STA.~T IA 

MACON SA 

PIN-HER SA 

(d) SALAi.fANCA 

ENVASES CONTINENTAL 

PRODJC'roS F'RUGO SA 

PRODI~C :5A 

SA 

SA 

Childrens Gar:nents 

Soaps, Washing powder 

Agricultural Land Clear~ng Equipment 

Metal Furniture 

Metal Cans 

Processed friuts, Vegetables.preserves 

Heavy Steel Plate Fabrication 

(el Sueporting :nst1tut1ons 

CANACINTRA 1Camara Nac1onal de Industrias de Transformac16nl 

IMCE ( I~st1tuto Mexicano ie Comercio Exterior l 

NAFINSA 1 Nac!onal F1nanc1era 2.A. ' and Sucs1diar!es 

CIATEG 1 Centro Industrial de Asistenc1a Tecn1ca) 

Univers1dad de Guana3uato CFacultad de lngen1eria1 

et al. 

7. _;7 Summary and technical commentary by the Senior Engineer are set 

out in rart II of this ~hapter paras 7.08 through 7 19 The Senior 

Engineer's full reports on factory visits are presented separately as 

Annex. 13 
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.:riAPTER SEVEN 

FAF:T II. REPORT OF THE SENIOR INDUSTRIAL ENGINEER 

SUM."1A.~Y OF CONCLUSIONS AN~ RECOMMENDATIONS RESULTING 

FROM niE FAC'IDRY 'VISITS 

· :,nortunities for j;ew Investments 

A - The indu3trial countries, particular in 
times of prosr-erity, find it difficult to 
obtain workers for jots which are disagreeable, 
low-prestige, hazardous or potentially health
impairing. 

Further, plants which tend to be "polluters" 
or in some form "public nuisances" are less 
and les~ wanted by the communities in which 
the investors wish to establish them. 

If so, profitable investment opportunities 
:::icht be more easily found than for "less 
:Jbjectionable'' industries. 

2 - Pclypropylene has, in industrialized 
2ountries, become the packaging material par 
?xc~llence. It is also widely used in Mexico 
(even tr.oueh it might be consiuered a luxury, 
~.c•!1-ezsential, r;;aterial). It is an oil
~er}vative and thus could be produced in 
·:ex:ico from local resources. A pendin[ inquiry 
to UNIDO is to clear up whether ~ex1can demand 
~o~ld justify a plant at or over "minimum 
·conomic size". If the answer is positive .•• 

---·------·---

RECDr·:MENDATIONS 

It should be determined 
whether, in principle, 
Mex~co might be prepared 
to receive such plants. 

An opportunity study 
~hould be initiated. 

_, ~c~a1led reports on eac~ visit are set out in Annex.~. 

I 

I 

I. 
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C - KaolinE-coated cardboard is u~ed in Mexico 
::i.n sub~~ t,311 ti al quantities for hieh-erade 
packaging te.g. luxury shoes). It must be 
iffiported, as none is made in ~exico, in spite 
of the fact th~t kaoli-ne is a locally-found .. miner-el. 

D - I'ir~- and ourglar-proof safes are in wide 
demand; but it seems there ie no local prod
'Jct.ion. f.'janufacture could probably be under
t~ken by an e:xisting, suitably equipped plant 
~n the pmetal-mecanica" field. Manufacturing 
:: now-he~·.' :?.nd some parts (locking mechani Ems) 
~ight, at least initially, have to obt?.ined 
from abrca.d. 

-~ - ~d''ca:,:i.onal materials (display or working 
models, . .s1,;.ch as used e:.g. in the teaching of 
physics or medicine; books are excluded by 
definition) do not seem to be in production in 
~exico (perhaps ~ith the exception of some 
rr~terials for basic schools). Makers of educ
cational materials are an important seement 
of indu~try in many countries -- althoueh not 
widely known, as they serve a very specialized 
r:iarket. 

~ - While there are a certain number of m::mu
facturers of speed reducers in ~exico, it seems 
that the mar.ufacture of' gears -- either for 
rcplace~ent purposes, or in small production 
quantitiee -- is not being undertaken as such. 
It would aprear that a successful business 
2~uld be created in this field. 

~ - An ag~icultural tractor, particularly suited 
~e; J:exican conditions, has been developed at 
the Engineering School of the University of 
~uanajuato at Salamanca. Prototypes are curr-
0~ u~Y being built; a pre-production run is 
;lanned. ~hen the situation is ripe -- probably 
.. ~rear or tw0 hence -- ••• 

An opportunity study 
shou.l.d be uncertaken. 

An opportunity study 
should be un~ertaken. 

An opportunity study 
should be undertaken. 

An opportunity ~tudy 
should be undertaken. 

an opportunity study 
should b~ undertaken. 

I 
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H - ~=~t o~ the irOJ2cts i~e~tified ac possible 
i:·wes·,,.;i!tnt proj~ct~ 1n the mass1ve study by 
EC!finsa/ui:1no on "Ce-pi tal Goods'', are probably 
non-i~plementable during the preEent "crisish. 
However, the material s'.'lould be kept in nr.iJid; 
and when more "norma) times appear on the 
horizon, U1e study s· uld be re-examined and, 
as deemed appropriat 

I - D~ring the current "crisis", certain spe
cialty manufacturers -- particularly in fields 
which require some special knowlerlee, but 
relatively little capital (e.g. commercial 
detergents) -- have found it possible to 
establis~ ~hemselves quickly with consid-
2r~ble B~Cc€ss; they have taken over business 
opportunities which previously were being 
supplied by imports which have now become too 
expensive. Some of these opportunities may as 
yet have remained unrecognized. 

T~is work o~ght to be done at an early moment. 
Cnce "normal" times return, the possibilities 
may be much reduced! 

J - ln bad eccnomic times (Jike the "crisis") 
equipment (productive, transport and conEurner 
durable} is u~ually kept in service longer than 
in better ti~ec. While the original equipment 
~anufacturers suffer, repairers and spare parts 
sup~liers flourish. ~uch of this work is hiehly 
labor-intensive, hence of much interest. Some 
of these op~ortunities have been recognized, but 

:..e:ain ::..s in the preceding item: Once "norrtal'' 
:1rnes return 7 the possibilities may be much 
:-educed! 

potential investor 
col1aborators shou}_ 
be approached as appro
priate to Gua~ajuato. 

A syste~atic search 
for additional pcfs:
bilities should b~ 

undertaken; and opp~r~
unity studie~ prepared, 
as appropriate. 

a systematic sEarch 
for additional pcs~1-
bilities should be 
unuertaken; and opport
unity studies prep~red 
as afpropriate. 
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C - lron c~s::~gs (a~ ite~ in wide use in 
indu.ftry) are U!:'..lally obtained by the equip
~ent ~?.nufacturers from supplierE (foundries). 
~any of the castings purchased are said to be 
of poor quality (Re~ect rates of 10 ~are re
ported). As numerou~ foundries exist, 
the problem might h~·~·e to be att~::ked by the 
institutional appr~ch. One of 1he CJATE organ
izations seems to be active in ~atters relating 
to siderurgy-metallurgy; but so far, the problem 
seems to persist. 

F - Leather shoe soles are generally made with 
leather produced by a vegetable tanning pro
cess for ~hich the material is not currently 
~rown in :·:e)'ico. Efferts are underi.;ay that in 
a fe~ years suitable pl~nta~icns will exist 
in ~ex1co. In the meantime, however, material 
must be obtained from abroad. It is conceiv
able that other tanning methods which could 
be substituted in the interi~ period, do exlst. 
It seems desirable to ..• 

Q - Complaints were heard that locally avail
able leather, while rath.er plentiful, has 
quality problc~s. Jt is known that the FAO of 
the UN has successfully dealt with such diffi
culties elsewhere. It would appear appropriate 
to ... 

A comprehensive tech
noloeical assistance 
recommendation by 
UNIDO may be in order. 

bring this matter to 
the attention of 
UNIDO's staff who 
specialize in the f1eld 
of leather and leather 
products. 

inform the Resident Re
representative of U~DF 
about the existence of 
the problem, with the 
suggestion that techni
cal assistance fro~ the 
FAO may be useful. 

Sur"~estions for noss~ble Actions bv the T·iex1can Government ------- -~---- ·------
~ - The exportation of manufactured ite~s which 
contain subsidized in&redients (e.g. cookies) 
~eecs to be prohibited. This ~ay preclude export 
~pportunities which would be advantageous both 
:o producerr a~d the ~exican nation. It might 

I 
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~~ desir~ble to work out a recom~endation as 
to a ~odus operandi suitable' to prevent ~he--:
covernmP.nt's subsidization of foreien consumers; 
?..nd t~ 

S - In et least one case, a r.:e · can manufact
urer (shoe 12sts) imports used plastic material 
for re-precessing and subsequent use in the 
~aY.ine of his product. The same material, but 
in "virein" state and more expensive would be 
obtainable from the ~exico oil-derivatives 
industrJ. This would then save foreign exchange. 
Details as to the financial implications (not 
known at this ~oment) might be investigated; 
and, if deemed appropriate, it woulu then be 
de ~i rable to 

T - All imports seeffi to require specific action 
by eovern::ient, relative of licenses and foreign 
e~change allocations. The approval process is 
reportedly quite time-consuming; where spare 
parts for equipment requir1ng emergency repairs 
are concerned, delays may be costly not only to 
the enterprise conc~rned, but also to the nation. 
It is felt by some entrepreneurs that personnel 
in government dealing with import licenses for 
spare parts are not always sufficiently techni
call t cognizant to recognize the consequences 
of delays. It may be appropriate to .•• 

U - In one developing country (Bangladesh) 
government has successfully created mechanical 
v:ork shops which fill a dual function: Training 
of personnel in "metal-mechanica"; and readily 
available assistance in urgently needed repair 
parts and operations. The scheme is described 
in Eome detail on page 79 of the report. It 
cay be just as useful in Mexico a~·it is, for 
=~ny years already, elsewhere. Jt is suge~sted 
to ... 

submit the matter to 
the Mexican eovernment 
for consideration. 

submit the matter to 
the Mexican eovernment 
for consideration. 

brine this matter to 
the attention of the 
rexican authoritie~. 

bring this possibility 
to the attention of 
the Vexican authorit1er. 
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s~nior Industrial Engineer's Report (cont'd) 

~£r-e T~~u·-~!~_0n 7~~~~210-!ca!_)~~~l~~e~t i~_:ex!~~ 
7.09 
The beeinnings of industrialization in ~exico can be traced cack to 
the iime immediately following the first ~orld ~ar. Since then. twc
thi rds of a century have :la~sed. equivalent to tvo human generations. 

It is felt by some that ~~is time span is sufficient (but really no 
more than necessary} for the tran~ition of 2 non-industrial society 
into the industrial age. lt would seem that Mexico has succes~fully 
wade this transition: Th~re exist now in the country many industrial 
pl~nts which not only are well equipped; but which are being managed. 
and are functioning properly,entirely with indieenous manpo~er. 

J~ other words, production technology at an up-to-date level {by 
world standards) is being ~£Plied intelligently and without any, but 
the usual, problems. 

What 3eems to be less well unuerstood, however, is the following: 

The design of products, as well as the des!.8!!._of production procesEes 
~ust, for good efficiency and economy take into consideration the 
local environment. 

For examcle: An automatic washing ~achine which controls the qu~ntity 
of water admitted into tte machine by timing , will not work 
properly ir. an application where water presFure is too low. The design 
ought to be changed to control the water by measurine water flow or 
level. 

For example: A metal tool box which is to be made in very large quantitie~ 
is b~st designed so that the body can be deep drawn on a heavy press. 
This, of course, requires the availability of a special tool, which is 
quite expensive; but which can be justified as the production quantities 
are large. If a functionally equivalent toolbox is to be made in limited 
quantities, the product'should preferably be designed so that manufact
ure is pos~ible on relatively inexpensive sheet metal cutting and bending 
machines cf a versatile type. While function is maintained, appearance 
may be somewhat different. Also, labor costs may be higher, but the 
necessity of major investment costs (for heavy machinery and special 
tooling) can be avoided. 

These examples a;·e illustrative only; they do point to the fact, however, 
that the copying (or taking over under license) of product designs, or 
production processes, will in many cases lead to bad industrial economy. 

DcciFions on what to produce, and ho~to produ£!_it should only be t~ken 
after a careful. determination of car basic functional specifications, 
and (b) the best (i.e. most economical under the prevailing--Conditions) 
way to fulfill them, both a~ to product design and manufacturing proce~~. 

---1 
I 
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1j9s:i{_:nr ?.."1ci proce~ses \':hie~. h~ve provE:-d themselves ir. pc;r.ie fc:--e;~-n 

cour1 try. 

Tr~ininc institutions ~hould include in their proframs (*) ~hatever 
it will take, to release their eraduates with a recoenition of the 
fact that "what has proved itself elsewhere is not ~2....2.Eso best for 
us"; and with the conviction that the ability to de:~ign products or 
proces~es best suited to local needf is simply based on sound knowl~cce 
of funcamentals, plus the daring to venture into the untried. 

Coupled with this ~ust, ho~ever, be a willineness at level~ of investors, 
lenders, and rr.an~cers to tllow their technit::al pe:r~onnel to eyerc1~e 
their inventiveness a~d i~enuity to arrive at, discuss and try out 
novel ide~s; and to ~ccept the fact that some of these ideas will 
eventually turn out to be unsuccessful. 

Mana5ers have long recocnized that their success is lareely ba~ed 
on their abi 1 i ty 11 to be more often right than -wrong". 

The sa~e rig~t must be granted to those people who are responrible 
for the technical aspects of industrial enterpriFes (which are usu~lly 
mysterious to tho~e whose cor.tributions are pri~arily in the financial 
or marketing areas; and often unclear even to those who direct operat
ions at the "general ~anagement 11 level). 

Eajor progress is never achieved by simply proceeding alone the well
trodden path, however vigorously 1t may be pursued. Jt invariably 
comes from new ideas, pursued witr. conviction and daring. 

This, in this writer's conviction, is still virgin territory in much 
of ~exi~o's industry! 

P.S.: Tow~rd the very end of his ~i~sion, the writer had an opportunity 
to vi~it the Eng1neerin~ School of the Vr.iversity of Guanajuato. This 
School is located at Sala~anc~; its Director ±s Dr. Arturo Lara LOpez, 
who, on 12 Aueust 1963, received the writer very kindly in his office 
and provided much information on, and a guided tour through the entire 
e stabl id.men t. 

The School has an enrollment of about 150 students, who are admitted 
to it upon coILpletio.n 0f '3econd::i...r:y schooling.; and ~1ho eventu~lly. erad
uate with bachelors' degrees in ~echanical or Electrical En~ineering. 

(*) It is, unfortunately, one of the characteri~t·cs of training 
in!:titutions that teachers tend to "create their students in their 
own image". Thus, the teacher who himself lacks creativity and 
dar~ng (innately, or through conditioning) will not generally be 
eager. or very good at, stimulating his students as to these facult1e~. 
Thus, quick success can hardly be expected. The time scale involved 
may be measured in decades, or even in ge~erations (cf. the intro
ductory paracraph of this chapter). This fact should even more in
dicate the urgency of implementing what has been postulated here. 

-1 
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::- :otl-:::n:: dc<cr: >-:: 3.°:,c\'e he:.ve 1::::-n reco'.:"nized <::!"ld a:-e "bE-ir,c cour.te:·
,,,·:,ed in :;·is ~:i:ocl 2nd pc..s.::bl:t c·'vherc in existence i:1 ~-:encc. }t 

~auld ~2~~ that 0~ce the cr~dua· of thiE and ri~ilar Lchools ln 
r·e::-:ico -- these :-.:chools ~r:e::n tc- _ ot ver:; recent vint~re; a!1d C'?..Y'.~ot. 

yet !:ave rc·iE::::-:.:-·2d r::~ny [r8.G.uP.t' into in•ju~try -- beein to influ(-·;-,:-e 
d>?ci!"ic,r.s ir. ;.;o:ico's jncustry, t!"ien the beeinning of an ir.tellcctu~'.ly 

~u:0norro~s i~~u~~ry, ~hle ~nd desirous to co its own ~ay, will be at 
: 0,nd • 

.:-\-.€ Enc_":r.or.:r:.:..:- ~--:!-,ool at 2818.:7.2."ica, :p:-otably togetr,e::- ,'1th many c-:::<:·r 
·~c-::8rvinc : r:~·ti tutio:"ls, :iust at the pr•: sent time tiehte~ it(" belt, in 
r:~~c~uc~ce 0~ ~he country's difficult economic ~itu2ti~n. Eudc~t ~or 
~'·...:"::::>cripLc:r.s to fore~g:i periodicals h~a to be curtailed; and :be 
c~::put.?.ticr.:::.::.. fa:::ilit:ies -- r-1ost irr.portant in the tra:nin,r:- of tr;e ::JL;:·"" 
:0~tnolc~~r~l P}ite of the country -- are badly in need of upcr~di~r. 

~J- '.\l'·',Jl~ :-:•:: tr::..t a :-elatively ht:.~ited ~upport :procram t:.; ne :·--.:::0:::. 
::r..ti1.111s ·.~: •. :JG or ~:;;z::sco) with a relatively s~all pe:.:-so!1:Jel corr.r:-::!,e!'",t, 
·r.ut a ,s,:,;-,e·,.:Lat sizeatle equipment ccrnpo:-ient (say, of the order of 
SUS 100,0)8 ) would not only be very useful, but in all probability 
~uch rore rr~~uctive in the long run than could be 2c~ieved ~ith cc=
~'-:.T8.ble i:~:-.::::: alone the more "traditi0n:-il" lines. 

·-·~ :.; ... ~ :p -· 
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1·u,,n5on -""'if> IlF:A'i or J.',,.1·,, :·1n\"r. 
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Senior Industrial Engineer Report (cont'd) 

7.10 

Jn rr.any industries, includine particularly (but not exclusively) the 
"enfincering" types, the Ekills needed to produce qualitatively 
~cceptable, and economically produced products require~ the c~ncurrent 
availability of many types of personnel. 

~uch :personnel, as to specific background, will, of course differ 
ere a tly; for exarr:ple, persons knowl cdeable in the tanning of lea th er 
will require quite a different trainjnf from one whose field is 
:he heat treatment of steel. 

~owever, as to the level of trai~ine (as distinct from its specificity), 
these two persons may-be quite similar. 

In principle, it may be u~eful to distincuish the following categories 
of 3kill levels (which, for the purposes here pursued, do not include 
ffianagerial or administrative ranks, such as "foreman", "~upervisor", 
"u ire ct or" , etc. ) . 

Unskilled workers 

Se~i-~killed workers 

Skilled workers 

Technicians 

do mostly manual work which is highly 
repetitive, u~ually requires more physical 
strength than mental ability, and whose 
performance can be learned with virtually 
no training. 

perform slightly more complex tasks, such 
as the operation of machinery which is 
;-et up by other per~onnel; they usually 
can be trained to do a repetitive task 
(which may from time to time vary in 
details) within days to a few months. 

must be able to use machinery and tools 
peculiar to their trade and to produce 
high 1uality output, even where the part
icular item to be ~ade was not previously 
encountered. They have u5ually gained this 
proficiency by a combination of ''formal 
apprenticeship", Ptraininr on the job", 
"attendance at courses and/or trade school~··, 
and "real life experience". 

must have s good understanding of 
skills, ~aterials, machines and tools used 
in their ~peci fie fields; and possess a 
sufficient amount of theoretical knowledge 
to perform as the "interpreters" t0 the 
"factory floor" of the instructions, work 
order or di rec ti ve!;, which emanate1 from 
the ''front office'' and require execution 
in "the shop". 
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~re per~ons who perform in f~nctio~~ rc-
qui ring a fOOd unaerGtandjng of prir.cip1c~, 
but at le~s than the hiehest levels of sciL~ce 
and/ or ingenuity; they must have tborc:.ich 
training in the application of science and 
~~chnology to specifjc problems as such are 
-·~:countered in induf'try. 

do work involving re~earch, experimentatj0n 
and other invP~tigative tasks requiring the 
hichest level of ineenuity and conceptual 
thinkine in the devising of new theories, 
ideas, products ~nd proceetes,as such are 
required to proceed from the "pre sent st?. te 
of the art" into the unknown • 

.. 
In the ··~r2ditional", pre-industrial nge, the world was larrely 
divided jnto the "doers" (which went from the unskilled laborer to 
the hichly skilled craftsman); and the "philosopherE" who pursued 
their thouehts without, in most caseE, tangible results. 

The educational systPms of "civilized countries" corresponded to this 
dichotomy; and it provided as training (to the extent that it did 
exist) "~pprenticcshi:i:-s" for the doers, and •·univer.dties" for the 
thinkers. 

With the advent of the industrial age, and particularly with the 
introduction of ever more complex products, proccs~es and manufactur~~[ 
~achinery, an increasing need arose for the availability of an 
"in-between" group, which consists of the Technicians and Technologist~ 
as they have been iden~ified above. 

Even in the. '' i ndu st rial i 7ed countries" training in st i tut j ons for Tecr.
nici ans and Technolo~ists have l~rgely been e~tablished in the very 
recent past, almost entirely since ~orld war JI. 

Jn most develop1ne countries, where industriali1ation itFelf is a 
very recent, and indeed partly an incipient matter, the need for thi~ 
intermediate skill group has hardly been recoenized; and where recog
nized, has so far failed to engender action. 

It is felt stronrly that rapid profress in industrialization requires, 
as a necesr.ary pre-condition, the existence of a well-selected and 
then well-trained group of persons with the characteri~tics delineated 
for Technolofists and Technicians. 

This report cannot be the place in which to dc~cribe whet has to be 
done to achieve this. However, the writer believes tnat he could be 
chided for incompleten~ns of his work, did he not point to the pro~ 1 ~~. 

-1 
I 
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Senior Industrial Engineer's Report (cont'd; 

~he writer, in the mid-1970's, had occasion to comment on problems 
ln ~exico relative to standards and standardization. While thir area 
-.:a~ not a rpecific topic of _ill.llf;' :ration during the current mi.::: don, 
~he GenP.ral impressipn was that little has changed in the intervening 
seven ye~rs. 7herefore, the fo:lowinc is quoted from a report of 1976: 

" .•. difficulties exist relative to standards and standardization. 
~hile, ~pparently, quite a few persons are members of a system of 
con~ultative bodies 3nd ~tandards (co-ordinated by CONACYT (*)), 
lit.tle conclusive outrut has FO far been achieved. To be sure, 
a country ~hich still, to a substantial degree, depends upon im
rorted mate~ia1s and components (and which con~titutes a relatively 
smell ~arket for the corresponding exporters) can hardly expect 
that it can create a set of norms by which all its ~uppliers will 
be willing to abide. This, however, is not the point. Efforts 
Ehoulc; 'te r:,ade, with as little delay as porsible, to establish the 
l0n~-~-~ee objectives which will have to be satisfied if ~exico, 
as a nation, is to become the efficient industrial producer which 
it evidently hopes to be. On this baeis, the requirements of 
industry as they will eventually exist, must be determined; and 
after that a carefully laid out plan should be delineated (and 
enforced!) so tl;at proeress will be r:iade in the intended direction. 

~It is, of courre, recocnized :hat in a free enterprise system 
gover~rrent taE only limited enforcing ability in matters of this 
type. This, ho~ever, should be so much more reason to deal with 
ftand~rds and f.tandardization in an effective manner whict. should 
include qp~roaches involving ~ctive participation of indu~try in 
the creation of standards; and perhap£ eventual incentives (and 
even, if it ha~ to be, sub~idies) to achieve the voluntary 
cc-operation of all .concerned." 

It ~icht be ~entioned that Mexico, due to its geographic proximity to 
t~c USA, is in ~any instances using the "traditional English" system 
0: w~2f.ure~ents (inches, gallons, acres, etc.) in spite of the fact 

:hat the metric system ie the official (and also widely used) one. 

7his cguses a duality of physical requirements {fasteners, containers, 
r~per sheet sizes, etc.) which result in inefficiencies and hence 
~osts to the economy. • 

~s Jong as this situation continues while induEtrialization progresFes, 
~he~e costs will keep on jncreasinf. And the eventual (and probably, 
in the lone run, inevitable) change to a sin[le sy~tem will become 
cv~r-more difficult and coEtly, as J.ong as the mentioned duality is 
pe,~iited to continue. 

(4) See al so "Local Efforts to develop/improve Technology" el~ewhere 
in :his report. 
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senio:r Industrial Engineer's Report (cont'd) 

7 .n UFv:i;C ,:Jroviues ~-:::ce:-:~ :c,r ~:e):ic:-:!'l infor::.ation :-eekers to the 'tio:·ic·s 
i~~or~aticn resources, 1~rrely t~roufh in~tanta~cous acce~s ~o the sc-
.,. :-al 1 !::-ce c3ta b?..r.k s~·!:'.te::s, :uch as, for '?Y?..::-.rle, "C:'.1!:-:JT" in the l'Sh 
:,r".i "2URC'~;..:T" .:.!n the "E:u!·vpC;an :;:.!!linent. (Refer Para 4.31) 

; termimi.l with direct access to 1:~1-'C'TiC is ··:ct.1d to le :!'l s-xist(·nce at 
~~i;ersi:y of Guanajuato; apparently it is t~ be dJscc~!.ected in the 
~~2r future as it rc~ained virtu~lly unused during its first year of 
~~~il~t:~ity. :t seE~s ttere were 2ome technjcal proble~s (trans~isFi0n 
•::-::-ors ~-...e :o lcv:-quality telephone lines bet-.:een Guanjuato and ~·exico, 
.F.); :L;: l:'1in aiffici..;lty, ho·,.ever, is .Gaid to lie with very hic;h 

r.~~ect1rn c~~~ce~ to the user. 

!~ :ti~ con~ection, the writer ~iFhes to place on re~ord tr.at 
~ur:~c his t~=e ~s a ~taff ~enber of UNJDO (in the 1970's) he 
.. :p,,s ;r.:t::-;.<~E::.tal in ~.:ecur;.nc access for U~iJDO pers:::c1el to :he 
d:-:t~ t~nk system thE ad-:~istered by the !nter~atio;.el ~tc~ic 
::;:;,'°;<: Aeency (at its c1d ::::.c.~tio!"l, l~aerntnerring 5, ·;ic:-:na., 
_:,i..:;:.~ia). [r:r.e s\s'..e~ is no\\ in operation at tr:e L ~.::a :n:s::-
;.~t1onal Cer.tre~7 
C~?rces for the ur~ of that ryFtem were very reaFonable, indeed. 
;~ey consisted of three distinct components: 

A connectlon_fharg~, which was very low, and was 
proportional to the leneth of time a ter~i1al 
was kept in use; 

? __ tra~~'.'"i;:~io~ch~rFe, which wa.$ based on the nu:;,ber 
"bits" trar:srr.itted, and which -- due to the rieh 
Epeed of tranE~icsions on circuits which had rn8ny 
simultaneous users -- was quite low; and 

a'1_§;-'=~~~.Lcf:a£CT• wl'.ich was lare-ely covered out of an 
ann~1al fee p~~'a°ble tc tr.e cw:-ier of the particular 
data bank w~ich was beinF addreFsed. 

A typical connection, lastinf for, Fay, 20 ~Jnutes and pro~ur~nr 
two aczen refere~ces cost no ~ore the~ SUS 10 to 20; with an 
add::~cnal fee of ~US 0.10 per printed pa~e which was rec~erted 
~r.;(Ll{fi Hie aPt:·ropriatc si;.-nal, ·~nd wb.iC ... -'-'?C' sa+1· ef'1'ea' : .• ~,..,.,..,., 

.., _ - "' • • rt ._... .._ v ' - \,.- J I Jo '.. tA e . ., J 

cc~r~tcr print-outs dlspatcted ty airrna1l ~ro~ the source ty -
a i :-r:.a i 1. 

~~ere ~re ~Ew activitiec :n this world which are bott so s0stlv 
~o u~elerr as the repetjtion of rcre~rch which has alre8dy b~e~ 
~~d hgs t0cn docu~ented in scientific literature. 

I 
I 
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7he cost of m~intajninE such a ctation (particularly if it is used ratter 
rarely) should be quite re~sonable (•}; and that cost should, indeed, 
b~ neeligible, if in the ab~ence of the ~tation, es3ential infor~ation 
were s1mply considered un~vailable; and in consequence not sourht, er 
obtained throueh re-researching a EUbject on which infor~ation could 
readily be located throuch the modern inform~tion systems which have 
come into existence during the last ten or so ~ears. (**) 

(*)---rr-these co~ts were indeed unreasonably h1gh, then e;forts should be 
made to find a solution, if necessary by governmenta} action. Should the 
reason lie in the fees charged for the use of telephone lines -- lonc
d1stance telephone calls, especially to foreign countries seem to cost 
many times what is now customary throughout most of tr.e world -- then 
it should be considered that the costs of any telephone system are larrely 
fixed coets; virtually no lo~s will accrue to the owner of the telephone 
system through "marrinal utilization of the system", say during nieht-t1~e, 
1o~-usage periods. 

( ... ) Jf worst came to worEt, the "live" tc-rr1inal at Guar.a~uato could pc r
h~ps be replaced by a telex ~~chine which would per~it rapid (thou£h not 
iristanta!'leous} information exhange between J~iF'CTEC at !·le:xico City, and 
t~e remote static~ somewhere in the State of Cua!'la~uato. 
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A!: C':i.r'Of:TU!;JTY ?O.rl :::::c;:·~r10GY '!'!Ur::.;F:::R 11 

7.13 

Castines (ferrou~ and non-ferrous) are used for many applications, 
r~neing from p~rts UFed in earth moving machinery, over d~or h~ndle~, 
to .,.ater f?.ucet~. 

T!-:ere :;;eems to be no shortage of foundriee in J·iexico. 

iowever, app~rently the castines required by the "metal-mech~nic" 
indu~tries (which are aenerally machined and/or otherwise "finished" 
and tl-:en used as co:r:ponents :in ~or.:e fjnal product), are Vf:ry often 
of i~?.dequate quality. 

Quality problems may o;ieinate with product design; or with mold 
desien; or they may have to do with foundry practices or a lack 
of metallurgical understandine. 

* 
It ~rtY not be feasible to afsist individual foundries in specific 
inst~:-.cef throueh the "technology tr:'insfer" mechanism established 
within the United Nations ~ystem. 

lt would, however, seem po~iible to establish in ~exico something 
like a "Center for technological information in the field of ca~tines". 

a 
This could be visualized as small organization with, at the very 
least, a few profeEsional specialist~, such as a 

design engineer cpecializing in castings' 
a specialist iu foundry practices (probatly 

best one in ferrous, one in non-ferrous 
work); and 

a versatile engineer as "trouble shooter". 

It would probably be u~eful, if the idea as such were to be pursued, 
to provide .somewhat more than the above minimum. This could consiEt 
of draftine facilitities; test equipment {hardness, metallurgical 
properties etc.); up to a complete demonstration foundry. 

* 
This is not the place to make a comprehensive proposal for a tech
~ical assistance project. The basic point is: 

Mexico has a very sizeable metal-work industry ••• castings 
are a basic require~ent •.• there are many foundries in 
the country ••• but quality problems are frequent ••• help 
to overcome these quality problems would seem useful. 

1/ Refer also to Chapter Five ".Industrial lnvestment and Transfer of Technology". 
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.• ·,· .. ~~:-:-.• ~T c::c.:-.i'~~.J'i'l~S !:~ T!-:::: r"li-:1D C1F 

7.14 
A massive effort to analyze the situation prevailinc in r:,exico ri:.>1ative 
the ~xisting capital eoods industry; its needs; and i1~ opport~nities 
with respect to both domestic and foreien markets he.! been, arid cent. :i :'1..lC'S 

to be made by a joint Nafinsa/UNIDO te~m workine in Mexico City. 

A first publication, corr.prising alrr:ost 500 pages o! text and tables, 
appeared in 1977 un~er the title (tr~nsl~ted from Spanish) "~exico -
a Strateey to develop the C~p1t.al Goods Indu~try". 

Volurnes issued subsequently deal with 

500 Enterpr1~es manufacturinc Cepital Goods in ~exico (a directory), 
1980; and 

some specific subsectors of the Capital Goods Sector, such as 
ccz:;pressors 
foundries 
professional electronics 
equipment for petroleum and petrochemical industries 
equipment for the mining industry 
etc. 

. 
Some of the new enterprises in the capital eoods sector which have 
oecome operational 1n recent years, or are currently approaching ccm
pletion,have had their conceptual origin in this effort. 

~eanwhile, the optimistic investment clir::.ate of the late 1970's has 
given way to what is e:enerally referred to at the "crisis" which beean 
in 1981-82 and which is still continuinc. 

In consequence, some of the opportunities identified by the ~afinsa/U~JDC 
team have lost some of their lustre, at least for the present, anc the 
ir::.rr:ediate future. 

r:evertheless, ·unless one wanted to admit complete pessimism relative to 
~:exi co' s i ndust rial future, it· must be felt that sooner or 1 ater the 
investment outlook will improve; and in this case, the conclusions drawn 
in the above-mentioned reports, ~ay - perhaps with some ~edifications -
stJ 11 be val id. 

Whjle the Nafinsa/UNIDO effort has been and is b~ing directed at the 
United ~ex1tan States, and not at Guanajuato in particular, it is felt 
that any development plan for the State of Guanajuato should only be 
formulated with due consideration of the work done by the Hafinsa/UNIDC 
team. 
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b) Eaucatio~al ~aleri~ls 

7.15 

:he iuentification of the follovin£ t~o potential ~~':'\Ortuniti~~ re
sul teci. froe: the wr~ t.er' s visit to the Eneineerine; ;-:-hool at s~la.a:.anc:rt, 
~e~tioned el~e~tere in this repo;t. 

(a) _!fricul tural Tractor· 

The Ji rector of the School (Dr. Artu re· Lara j opez), r:hile vorkin( f'or 
"" . I h '"' • ~ th •• . . • "' C ... . .,. . ( - . ,. C 1 .1s .u. aerree a" e univ~r~:.i ~Yo~ c=:1JJorn1a .:.J:-:vi.s .. 21r:pus, a ., 
~SA), publizted, to&ether.several faculty =.c~bers of ~aid u~iver~ity, 
a paper entitled "A -:Vo-·.fheeleci Tractor :or E=!~U facture in Hexico~ 

The abstract of said paper reads a~ follow~: 

A hifh-clearance, twc-•heeled, ~to E-kv, ~ero~ene-fuelec tractor 
cesifll to ::-ieet the needs of !:exico•s e- to 10-ha far.1:1-=rs is 
cesc:-ibed. V-belt and rollE:--chain tran~:rission ele:ne!1~~ cake the 
design suitable for manufacture by s~all-scale ir·dust!"'iel:. 
Economic analyses show that ~anufacturing costs for intermediate
sized batches ~ould per~it a ~elling price of $.LU~7 2000 (in 1979) 
?.nd that at this p~ice the unit would be competitive w:th tractor 
c~stom-hire service ana ~dvantageous to farmer-ow~ers relative to 
current costs for farm field work. Field tests indicate a plowing 
capacity of about 0.1 ha/h. 

A prototype of the tractor (which had served for the above-mentioned 
field tests) was ~een. Ten pilot units are currently beinc built; seven 
of them have already been sold, and the re~ajning three are expected 
to be acquired by the Governme~t of the State of Guanajuato. 

After performance results of these ten units are avajlarle, a p~e
pro6uction run of 100 units is planned (probably 1984 or 85). Th&re
upon incustrial manufacture could be uncertaken. 

It should be ~~i~ that the e~£ine (a easoline eneine, not the 
kerosene eneine mentioned in the abstract) for the pilct run is a 
r.:exican product (make "Kohler"); and that a kerosene eneine can be 
built lareely from the same design, with some modifications. 

The most advantageous production design should be determined before 
actual ~uantity production ie begun, taking into consideration the 
anticipated market size (internal and export). 

It would seem that one of the four existing tractor manufacturers 
established in·r~exico might be interested in producing the design; 
and UNIDC might be interested in promoting the use of this tractor 
in other developing countries, possibly with local production. The 
de3:ign is conceptually similar to (but in details qu1·t.e .. differer. t from) 

I -

Transactions of the American Society' of Agricultural Engineers ( 1982), 
Identification No. 0001-2351/82/2505-1189~02.00 

-1 
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~:.e ···~:.:~: . .:..:-:."~.--,:-:.or i:. •:'..o:.·e ~e:-.·r::::·;·::.e:.t. (in s..-a.7.il:-:i:l) U!\Jl>O nl~·,.:;-o 
a role. 

?urtrier r·u:-::-u1 t of this project would potentially entail eff0rt~ in 
"tr~nsfer of technology" ( transition from pro to type to a prcuu c ti on 
de:·:en which is economically advantaceous without abandoninc the b~~ic 
int•ntions of low product~·on costs at relatively low quantity leveJ s; 
~fsy easy zerviceability in rural environments); and "inv~st:::::ent pro
motion" , which may well direct itself at one of the tran~nation3l c~~
pa. .. ieE already engaged in tractor manuf~cture in Pe xi co. 

Dr. Lara Lopez also @entioned that there is only one co~pany in ~ex1co 
manufacturing educational ~aterial; and its products do not include 
items of the type needed in eneineerine schools. These are, to the 
extent that they are affordable, always imported. 

Jt should be explained here that "educational m~terialr doeE, by de
finition, not include books; but many other types of itemE which are 
u2ed in ed~cational institutions for deconstration or latoratory pu~
poses. Exa~ples are globes (geography), disapsemblable models of hu~an 
bodies (anato~y), models of molecules (chemistry), slider crask mecha
nisms (mech~1::iical engineering), rope-and-tackle systems (physics), etc. 

The writer, while workine as a managewent consultant in.Swjtzerland 
some time ago, had occasion to undertake one task for a company in th1s 
type of ~anufacturing industry; Rnd to discover that this is indeed a 
field in which quite a number of enterpri~es are active. He attended 
in this connection a major internation~l exhibition (at Easle, Swit7er
land) durin[ the winter i979/80, in which a large nu~ber of exhibitors 
(probably somewhere between 100 and ?00) ~howed their wares. 

It would seem that at least some sub-groups of "educational :riaterials" 
would be very well suited for :nanufacture in r~exico, as -- with product
ion runs usually quite limited -- production could adv an taeeou:Sly 
make use of both the mechanical skills and the relatively low labor 
rates which are characteristic of Mexico. 

***000000000*** 

The following publications were obtained from Dr. Lar~ Lopez and handed 
to the Project Director, Mr. I. ~atthews: 
A TWO-WHEELED TRACTOR FOR MANUFACTURE IN MEXICO 

PRUEBAS DE BARBECHO PARA UN MOTOCULTOR DE ALTO DESPEJE 

?RUEBAS DE ESCARDA DE UN MOLTOCULTOR DE ALTA DESPEJE 

F.RUEBAS DE CAl':.PO FA?.A TRACTORES E H'.PLET·:t.:iTOS AGRICOLAS EN LJi 
UNIVERSJDAD DE GUANAJUATO 

(Inclusion in the report would have increased bulk without contributinr 
information valuable to the reader n0t directly concerned with technic~l 
details). 
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A ~C'·~:?J-..!:E 1l~V~ST!:::.i,_T 01PC11ru;;1 TY O·:ar.ufacture of Ge;:\rsl 
7 .16 
Ge~rs (i.e. toothed wheels) are an es~ential component of many ~achines. 
r1·,0y are needed in agricultural machinery; elevator~; manu f~ctu ri ne 
equipment; copying machines, etc. etc. 

They r~nee from very large to very small. They may be made trom 
ordinary cast iron (even with cast teeth); from hieh era~e steel 
(possibly heat treated, and with tooth flanks subsequentJy preci~ion 
e,round); or from various types of non-metallic ~aterials (~uch as 
nylon). 

Gears ~re widely used in the manufacture of new equipment; and they 
are often needed as replacement parts , after wear or breakage has 
made a specific gear useless. 

lt seems that there does not exist in Mexico a manufacturing 
facility which is able to produce gears to order, be it a single 
replacement gear, or production quantities(*). 

As gearE co~e ~ot only in many sizes and m?.terials, but also in 
cany tyFes, thd manufacture of £ears is a complex bu~ineEs; ~nd alDo 
one ~hich requires many types of equipment and ir. a range of sizes \**) 

Tooling is a major item in a gear manufacturing plant. It must 
correspond to the several production processes (hobbing; shaping; 
single-tooth cutting, where applicable; and grinding); And it 
must be available for tooth si:zes from small to large; further, in 
a country like Mexico, where at least a duality of standards is 
beine, followed (USA "Pitch"; and European "rtiodul"), also in at least 
two "tooth systems". 

Jn addition, there will be need (best within the plant itFelf; other
wise in a qualified subcontractor'• plant near-by) for heat-treating 
facilities; and also for foundry work (ferrous and non-ferrous), with 
an ancillary pattern-making capability. 

Finally, as - particularly in the gear replacement business - in many 
ca~es it will be neceEsary to do considerable engineering work (if, 
for example, a broken gear is broughtto the plant· with a request to 
"make us a new one, just like the broken one" ) the plant must have 
a capable engineering oreanization, properly staffed and equippped • .. 
From the ·above, the establishment of a versatile "gear shop" may seem 
a forbidding undertaking; and it seems, so far potential investors 
have shied away from this opportunity which may, however, be a good irnd 
a highly profitable one. 

It is hereby recommended for consideration. 

(•) Gears are being made in companies makint, for example, automotive 
transmissions. However, such plants are invariably equipped and tooled 
only for their specific purposee. 
('1 •) "T:,.·pes" include spur, helical, spiral, bevel, miter, worm and 
several others. 

I 
I 



-78-

~:.;:~:-.- ~l.'2 v1::-it to :-,e:>:ico City 1.:; ;.:r. :-:~:ahe:a-s anu r.:yself in L'u!:: 
l'J 2

, Er. Ayza, f·:anacer of the !iafinsa/m:IDO "Car.·ital Goods" pro,;~ct, 
s~~=0 ~ted that the ~anufacture of :e~rs :ay be a pc:Ejtle invc~tment 
pr..;,J'O.:ct for the State of Guanajuato, within the corJtext of u~ilDO 
Fr ~ - ; c t s I I r.:E x/ e 2Iso1 . r 
\c."; ( ::-ece~ved on e AuBlst 1982), !-:!". 1-.:;za 2ent to us a rE:ro:-t l:y 
:;~~r-ional Fin;~nrie!"a, 3.A., cated 3 :uly l~l?l, and entitled "P:rc2ect.c 
d,_, :icductore:~ :..:e Veloc-:idad con ::ctc-n~i?.. !'""=~ta :le 1~,00C ;··,·:". Eound 
intc the s:;.:ne report w~s a c0py uf the nc .. ::-.p,~r.er ";:ovnd~def'" of 4 
:erte~ber l?fl, according to wt1ct an ~cr~0~~nt for the propo~ed rr~~a 
reduct::r plant h~d teen Si£ned, with .!.ltos ;..:orno~ de rc=xico SA, ;;afir.~·~. 
a~d 7echnoka~~erz of the GDR, teinf p~rtnere. 

It would sEem that -- at least that is the icpression the writer h~d 
durin£ the discu~sion with ~r. Ay7a -- the project ~ust Eubs~quently 
have been '.;a~celed or- at least EUspended. This, hcwever, ca'1, and ~bc\:1::: 
':::e ·;c- ri fi ~:.:.. 

~he EueeeFtion by the writer that the e~tablishment cf a gear m~nufact
urine fac:ili ty r.:ay be worthy of consideration, would in a!'ly case not 
sit:!'lificar•t:y be affected by the activation (now or ~n future) of th 
propcEed ~r~ed re6ucer plant. The facility propored ty the writer 
~ould prod~ce rearE larfely for replacement purposes; or in !"elatively 
~rn~ll series, and presumably only in relatively srrall sizes. Jt would 
not p::-oduce ~nything but the cears themselves; there would, in partic
ular, be nc cenufacture of pear reducerE (which include housi~cs, 
te~r~ng3 etc., and constittite an inte£ratee unit of cachinery). 

ihat ~ay be more Sl£nific2nt, thou~h, is the i~formaticn contain~d in 
the report here under consi6eration that there exjst in rexico already 
at least 11 plants making speed reuucers (and hence rears), as descri~ed 
on pace 41 of the :repor.t. 

To which ext~nt these plants a:re p:-epared ~o undertake the ~anufacture 
of gears (as such, inste~d of sell in[ the~ as part of corrplete speed 
··~ducine units) is not clear. Jn any case, it see~s likely that none 
of tte exieting plants are in the State of Cuanajuato, even thoufh this 
St1te, possessing a conE1derable ~urn1er of induzt:rial esta}lishments, 
would probably by itself justify a mojerately sized plant fer the ~a~u
facture of replacement gears. 

T~us, :t would feem that the emereence of the above-referenced ~afinsa 
report will not in itself invalidate the suc~estion that a rear ~a~u-
78.cL:-ing pl~rnt !".'.ieht be ccnsidered; 'but before any ~a~o!" a=:ount of 
effort is expended into this pofsitility, mere infor~~tion oueht to ~e 
2ourht as tc the several existinf pla~ts with tear-~aking capabilities, 
~nd the way in which they operate. 
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7 .17 

E\~ryday life in our age, ~hether in an indu~trialized or in a de~el
cpin£ country, depends on the availability of ~echanical and/or 
electr~cal equipment. 

Even more so, modern indu~try i~ unthinkable without tools, inr Jments, 
and, first of all, machines. 

Unfortun~tely all man-made items have a limited life; sooner or later, 
U:ere will be wear or bre~ka~e. Then there will be, at least in many 
cases, the need for spare p~rts. 

The spare parts problem in developin[ countries is generally even more 
severe than in industrialized countries, for at least the follow]ng 
reasons: 

Kuch of the in~ustrial, as well as personal equipment, on h~nd in de
velopin~ countries was initially, eit~er wholly or partly obtained from 
abroad. And "abroad'' will mean "any one of numerous foreign countries, 
in e~d. ::>f which there many competing manufacturers". 

?urther, the combination of hie;h cost of foreign equipment, and the 
usual scarcity of foreign exchange, cause a situation where much of the 
equipment in use in developing countries is, on average, con~iderably 
claer than comparable equipment in u~e in the industrialized countries. 
And, as older equip~ent, for obvious reaEons, requires more spare 
parts, the "spare parts problem" is once aeain aegravated. 

This situation has repeatedly led to the conclusion that "a spare 
parts factory OU6ht to be built"; and this writer was, ~lready quite 
some years, deeply involved (in a ~est African country) in a project 
which was intended to create such a factory. 

Fard economic facts, however, made the project a real-life impossibility; 
and there is, unfortunately, no re~son to feel that. in other countries 
and at othe~ times, the situation would be substantially different. 

~odern equipment, be it a typewriter or a millirig macline, has many 
co~ponent parts. The (relative) inexpensiveness of-the final equipment 
)s a conFequence of the fact that it, an4 _p_articularly its component 
parts are manufactured in large quantities, using carefully prepared 
methods and, in many ca~es, specially made tooling and, at least often, 
highly specialized machinery. 

Jere this not the case, most of us would still be riding horses instead 
of automobiles; and wash their clothes in the near-by river by hand, 
instead of placinc them into an automatic washing machine. 

For this very same set of reasonE, the occasional manufacture of an 
individual spare part (and, even more, of a spare sub-assembly) is 
simply, in the great majority of cases, an economic impossibility; 
and the ~ame holds true for the establish~ent of a factory which is 
to undertake such "occasion al mRnu fac tu re of ind i ~i dual spare parts". 



-BO-

Tc :.:-.::.s 1·e:r.e:-al :--ule, the:re l!", !".O\\(:\•er, 2.!"l excer~iOT!: -:.:-.:!er cert~:n 
c1rcurr~t~~ces, an eq~ipment Lreakdo~n in 2n indu;.tria: ~:~nt ~ay 
c~use the immediate shut-do~n not only of the particular piece of 
::-.::i ch inery, but al so of the plant as a whole, or at least 1 ?.!"£e po :-t1 on~ 
thereof. This will eenerally be the case in a chemical procesE pl~nt, 

· where each piece of equipment is an esEential link in the ch~i!"l ~hich 
produces the eventual output. But a1so in ~echanical industries, a 
parallel situation ~ay occur; an example would be the breakaee of a 
press die which produces a part e~sential to the assembly of the 
co~p~ny's product (which may be a ~eat ~rinding ~acr.ine or~ lieht 
n·i tch). 

A versatile ~~chine shop, with a work load arranged so that priority 
can quickly be given to the manufacture of a part such as described 
above, would be extremely helpful in such a situation. 

In at least one other country, an ingenious solution to this type of 
problem was found: 

At sever~: strat~gic locations within the country, the ~over~~ent, in 
collaboration with a bi-lateral "official development 
agency", set up training workshop; for apprentices in the metal
working trades. These workshops.which accommodated about 50 trainees 
at any one time, and which had qualified craft~men as instructors
foremen, were equipped with a full complement of ~achine tools, ~uch 

as lathes, milling machines,surface and cylinderical grinders etc.; 
and they also had facilities for the heat tr~ating of steel, as well 
as an ample stock of standard and ~pecial materials. 

Jn "normal" times (i.e. when t~ere were no "emergency orders" to be 
filled), the shop functioned prioarily as a training institution; 
when possible it did some work for industry in subco!'ltract, to the 
extent that such work lent itself to instructional purposes. 

F.owever, when necessaryt the shop -- or, more precisely, that portion 
of the shop which was needed in the particular case -- would quickly 
"shift gears" and devote whatever effort was needed to produce an 
urgently needed spare part, which otherwise might have caused major 
problems in the client's establishment. 

As the client was only too happy to obtain this rapid help, he was 
invariably willing to pay a eood price for the service, which in turn 
helped the training institution relative to its own budget problems. 

This seemed to be an ingenious solution which was_ useful t_o both parties 
ipvolved; and it may well be something which could be e~ulated at one, 
or even several locations within the Corridor Ind~strial de Guanajuato. 
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INDUSTRIAL INVESTMENT OPPORTUNITY MANUFAC'l'ORE OF SOBMERSIBLE 

PUMPS 

Addendum l/ to Senior Industrial En9ineer's Report 

7 .18 

Backgrormd 

On the basis of information obtained from an established manufacturer 

of swnersible plDDpS there are thirteen manufacturers tha>u9hout Mexico of which 

two probably control 45\ market. Conpany sales in 1982 were 600 Wli.ts, the 

majority being rebuilt units, valued at Pesos 185 million, representing est. 

25\ domestic market. 

Maricet Profile 

The market consists of three largely unrel~ted sectors each requiring 

pumps of different specification and performance. Market participation in 

total sales is estimated 
31 

as follows: 

Agriculture (small farmers) 70\ 

Drinking Water Bo%tlholes 25\ 

Mining Industry 5\ 

T 0 TA L •••.• 100\ 

Market Size and Growth Prospects 

Estimated market size in 1982 was Pesos 740 million (US$ 5 million) 

and 2500 units. Growth prospects assume 1982-1983 at + 35\ p.a. 

Forecast 1981-1990 

(1983 value) millions 

Units 

.!/ Project Director's addendum 

·~_1 Annex 13 

~I Base: Company estimates 

360 

1215 

1983-1985 at + 25\ p.a. 

1985-1990 at + 10\ p.a. 

1982 

740 

2500 

1983 

1000 

? 

1985 

1562 

? 

1990 

2576 

? 

--1 
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Indications 

At a time when most factories are workinq at between 25\ and 50\ 

;capacity the fact that manufacturers of swiersible pumps are working at full 

capacity, with a full order book in hand, bas :illportant :iJlplications. The 

industry is not a new one. It is long established. It is wiable to •tisfy domestic 

dewnd. Existinq aanufacturers see no reason U> expand when they are 

al.ready doing very well. 

Due to inflation distortions, projections (1981-1990) cannot be 

regarded as indicating in excess of 2500 units per annum new and replacement. 

Indeed, qrowth estimates would prove to be conservative if agricultural 

development should improve during the next five years as is qenerally believed. 

One company has modified its overseas design to withstand the 

abrasive effects of sand in suspension to a point where design could fintlJ a 

wideopen market in t.'li.rd world countries, notablJ Africa. This is important 

at a time when, all things being equal, international finencing organisations 

would give preference to manufacturers from developing countries. After-sales 

service, however, is a key factor in the case of s...ersible pumpsi the need 

to establish special workshops would be vital. 

Conclusions 

a) Existing manufacturers should be encouraged to develop sut.ersible 

pumps especially suited to rough-handling in ell:port markets. 

b) The establishment of another manufacturer of sumersible PUllll>S in the 

Guanajuato Industrial Corridor would not prejudice existing fi%ms, 

and would be essential to satisfy increa.ed demand f:rom the local 

market• 

Recommendations 

It is recommended that 

(a) opportunity studies should be initiated and prefeasibility studies 

carried out to detiennine the comnercial, financial, and production 

justification for the setting up of a new manufacturer of sumersihle 

pumps. 

(b) Potential partners should be identified as having the most appropriate 

Technology for a joint-ventun operation Cvz. Smno P\DPS Ltd. England) 
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INDUSTRIAL INVESTMENT OPPORTUNITY 
MANUFACTURE OF BATH AND FANCY SOAPS FROM COCClro'I OIL 

Addendi.mi l/ to Sen.ior Industrial Engineer's Report 2; 

7.19 

Background 

Jabones Constancia is the only soap manufacturer in Guanajuato. 

Manufacture is by the hot process and produces 300 tons of long-bar 

Laundry Soap annually for the low price market. Additional plant and packing 

lines are now being installed with incremental capacity for a further 300 tons 

Toilet Soaps in tablet form. 

9~\ distribution is through CONASUPO, a state~wned enterprise, 

sel~ing to government departments, public sector institutions, and consumer 

outlets at controlled prices. 

Product Pre-file 

Coconut oil is t:he key ingredient in this soap. The high cost of 

coconut oil limits its to use in soap manufacture in industrialised markets to 

only the most expensive toilet soaps; except in coconut-oil producing cowitries, 

of which Mexico is one. 

In North America, Western Europe, Australia and New ze_al.anQ., coconut oil 

is highly valued in the cosmetic and fragance industry as a key ingredient in 

luxury gift soaps. Moreover, the coconut oil content is emphasised whenever 

they can afford to include it. Soap based on 10\, coconut oil, manufactured 

by the cold process, has sudsing ·-' li ties in extra-hard water, even sea water. 

There is a growing market in the Prairie Provinces of Canada where 

exceptionally hard water is a characteristic. 

Coconuteil •.sgrowing importance in the Soap Industry 

A trend towards greater use of cOCQOU~ oil in soaps and deterqents is 

predicted by PROCTOR & GAMBLE as an alternative to petro-chemicals 31KAo., 
Japan's lead ng manufacturer of toilet soaps and shanpoos, installed a 

US$ million coconut oil plant in the Philippi.-ies in 1977 to supply coconut oil 

to its subsidiaries • 

.!f Project Manaqer's addend\111 
y Annex 13 
lf Source: Fred Wells Vice-President. PROCTO & GAMBLE 1982 
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SIMIMOTO, .Japan, predicts that consumer pressure could force them to 

replace synthetics by coconut-oil in their products, resulting in 10' increase 

in cost of raw materials. l/ 

Market Profile 

A US$ 10 million export market exists 21 for coconut-oil - based fancy 

soaps packed and presented for the high-priced gift market. 

The soap market is divided into three distinct segments 

- Hbusehold/lawuiry soaps Cususally unbranded) 

- Mass consumption branded toilet soaps (Lux, Pal.m>live etc.) 

- De luxe fancy soaps. C'.osmetic and fraqance houses 

Eacil category is destined for a specific market segment. Competition 

between each seqment is minimal. 

Up-market coconut-oil based qift soaps retail at US$ per 100 gram tablet 

in Australia .and USA. 

Indications 

The maintenance of coconut-oil production is of important social 

significance to ~conut growers in the low-income qroups in aub tropical 

regions of Mexico. Thus justifying full suppcrtto manufacturers using coconut

oil as a key inqredient. 

Conclusions 

Jabones Constancia has adequate production facilities to manufacture a 

high quality coconut-oil base toilet soaps for the gift lDilrket. 

The conpany has no experience in sophisticated speciality marketing 

in domestic and export markets. 

Recommendation 

It is reconnended that: 

(a) Domestic and export market research studies should be carried out in 

the USA, Canada and Western.Europe. 

(l:>) Export packac;; ·.ng and promotion strategy be formulated. 

~/Source: Chemical Weel April 1982 
,!!Source: The Export market for coconut ~il based soaps 1981. Ian Matthews. 
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CHAPTER EIG~T 

A STRATEGIC INDUSTRIAL DEVELOPMENT PROGRAMME FOR GUANA.JUATO 

Definition 

8.01 The aim of the Strategic Industrial Development Progrmmie is 

to provide active employment for the increasing population of the State of 

Guanajuato, through the manufacture of a wide range of goods which are 

capable of competing successfully and profitably in domestic and export 

markets, by factories located in the :iuanajuato Industrial Corridor. 

PoE~lation Growth in the Guanajuato Industrial Corridor, 1980-2000. 

8.02 The focal point for priority development during the next 16-years 

will be the ere. comprising seven municipalities (Table 8.1) with a total 

population Of around 3.6 million by the year 2000, of which some 1.5 million 

I 41. 7\) will be econcmi. cally active. To realise the State Government's 

overall socio-economic aims, in the context of a balanced agricultural and 

industrial economy. employment in the manufacturing sector in the year 2000, 

projected from the current base. will be 265,000. This figure represents 

16.3% of the economically active population in the seven municipalities, 

and is more than double the size of the present manufacturinq population. 

(Table 8.1) 

8.03 The projectionsare based in the 1982 Survey of Employment by 

occupation Categories in the State of GuanaJuato , conducted by the 

Institute de Estudios Economicos y Sociales del P.R.I.,and projected on 

the basis of variable growth trends,derived from the Census of Population 

in each of the seven municipalitites in the GIC,until year 2000. Table 8.1 

points to the ~~vels of employment tc be achieved by the manufacturing 

industry in each municipality by the end of each 5-year period. Employment 

targets in the manufacturi~g industry are based on the following assumptions:

That the pt>pulation increase of 4.7\ annually continues; That the economic

ally active populati(; continues at 41.7\ GIC population; That the employ

ment in the manufactur111g industry is maint"'lined at 17 .3, of the economically 

active population. 

-~-1 

; 
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TABLE B.l GIC POPULATION PROJECTION »ID EMPLOYIENT TARiETS. 1983-2000 

<a> = 100\ (b) s 41.7• x (a) Cc>= 17.3\ x Cb> 

1983 1985 1990 1995 2000 

Ai:!aseo el Grande 
(a) Population 49577 52290 59788 68307 78100 27\ 

(b) Actively Employed 
41.6\ x (a) 20673 21804 24931 28484 32567 

(C) ~ufacturing 
17.3\x (b} 3576 3778 4313 4928 5634 

Celaya 
(a) Population 243806 274248 319892 389100 473528 40\ 

(b) Actively Employed 101667 114362 133361 162254 197457 

(c) Manufacturing 17590 19784 23071 28070 24160 

Irapuato 
( a) Population 291722 3197R8 401692 505390 634830 4.7\ 
(b) Actively Employed 121648 133351 167505 210747 264724 

Cc) Manufacturing 21045 23070 28978 36459 45797 

Leon 
(a) Population 757787 846634 1116297 1472836 1941951 5.7\ 
Cb) Actively Employed 315996 353046 465496 614172 809793 

Cc) Manufacturing 54667 61077 8CS31 106251 140994 

Salamanca 
Ca) Popula~ion 178523 194578 242135 300303 373700 4.4\ 

(b) Ac~ivity Employed 74444 81139 100970 125226 155833 

(c) Manufacturing 12879 14037 17468 21664 26959 

Silao 
(a) Population 88033 90693 97433 104962 112761 1.5\ 

(b) Actively Employed 36709 37819 40629 43769 47021 

(c) Manufacturing 6350 6542 7029 7572 6134 

Villagran 
(a) Population 32355 34192 39153 44952 51471 2.8\ 

(b) Actively Employed 13492 14258 16327 18745 21463 

(c) Manufacturing 2334 2466 2824 3243 3713 

Total 
C&) Population +641803 1812423 2276290 2885850 366~331 47\ 

(b) Actively Employed 684632 755780 949254 1203399 1528860 

( C) Manufacturing 118441 130750 164221 208188 26~.492 

Source: Instituto de Estudios Economicos y Sociales del P.R.I.; Census of 
Population; S.P.P. Guanajuato; Project Director's extrapolations 
based on annual growth rates of the seven Municipalities in the GIC. 
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8.04 Incompat:ibility of the statistical sources could result in unac-

ceptable margins of error in the longer term. All that can be stated with 

certainty is that skillfully conceived and executed investment prol!K.>tion 

strategies will be required~ if :i 11anUfacturing structure is to be created 

capable of generating ~0,£> new jobs annually between 1984 and 2000. ----
Strategy options for Guanajuato 

S.J5 The conclusions to be drawn from this report, and their impact upon 

GuanaJuato's future industrial prospects and strategies. are as follows: 

Short Term 

Exist:1ng plant is seriously under-utilised, and increased local market 

demand is not t:o be expected during the next three years, 1984-1987. 

Moreover. higher output levels in manut"!cturing will be required to 

obtain t:he increases in employment opportunities necessary to 

absorb the growing labour force. 

A Strategy is required for motivating and assisting manufacturers 

to actively seek new export markets, as a matter of urgency and even 

survival. 

Medium Term 

Future .Industrial development should be related to the heavy demands 

upon employment which will result from a population increase well 

above the national average. 

A Strategy is required for setting out clearly defined guidelines 

for the identification of the new manufacturing opportunities and 

their feasibility by type of industry, appropriate location, employment 

needs, and training requirements. 

Long Term 

Radical Changes in the national investment climate mean that competition 

to attract new investors will be stron~er and more aggressive than 

at any t.une before. 

A Strategy is required for a well-planned investment promotion 

programme to sell the ~canajuato Industrial Corridor as the ideal 

loca~1on abC ~ all others in Mexico for the es~ablish.'l'lent of export 

industry. whi.-t at the same time providing fast and easy access to 

the vital domestic market centres. 
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8.06 The extent to which above strategies are successful will depenj 

upon two vital elements. the importance of which cannot be too strongly 

stressed, namely: 

(a) The requirement that New Investment proposals and factory expansions 

s:tx>uld be "market oriented" and supported by detailed evidence that 

they are more than simply a good credit risk. They will neeci to be 

commercially and economically justifiable in the context of defined 

marketing criteria (Para 8.22) applicable to both domestic and 

external markets. In s:tx>rt, new industry should be market-led and 

geared to support market-led industries. 

(bl The formulation and enactment of State Policy on investment promotion 

and development. and the establishment of a "Direccion para la Promo

cion de Inversion y Desarrollo Industrial de Guanajuato" or similar 

body, charged with responsibility for collaborating with industrial 

institutions in the setting of ob)ectives ar'ld assisting in their 

attainment within agreed time-scales (Scenario II). 

FAC'I\JRS AFFECTING SHORT TERM STRATEGY 

Import Substitution 

8.07 In order to identify new investment opportunities in Guanajuato for 

the manufacture of products to replace those imported in recent years, it is 

useful to review past industrial development as related to import substitution. 

8.08 During the t'WO decades following World War 11, Mexico's economic 

development policies followed the classical pattern of priorities adopted by 

roost developing countries. High on the list was import substitution, aimed 

at covering foreign exchange reserves. Low on the list, if not least important 

of all, was the development of export markets. Indeed, domestic market potential 

was considered to be sufficient to ensure maximum plant utilisation for a wide 

range of locally manufactured products. 

8.09 By the end of 1960's the creation of new local industries manufactur-

ing product to replace ·..nports was well advanced, resulting in the need for the 

protection of "infant industries". 

Import controls were introduced, which resulted in subtantial reductions 



-89-

in import of manufactured products and capital goods, the only exception 

being intermediate products for further processing. 

8.10 The bonanza years, 1977 to early 1982, led to spectacular increases 

in demand by all sectors of industry (Table B.2). 

In fact, during this period imports of manufactured goods soared by 

240\, consumer goods by 132\, intermediate goods by 283\ and capital goods 

::>y 20b'~. The initial impact of the econanic crisi in 1982 led to a rapid 

drop in imports, -60\ down in 1981. Consumer goods fell by -83\, intermediate 

goods by -56i, and capital goods by -60\. With 1983 1st-quarter, imports 

dwn by -70\ on 1982, indications are that 1983 total imports will be cut 

back to USS 4,000 million equivalent to 1973 levels. 

Expected Trends in dire=t import substitution 

8.11 The ready availability of foreign exchange and the removal of most 

import controls during recent years, meant that many businesses in Guana)uato 

found it quicker, more reliable and often cheaper to import than to deal 

with local manufacturers. In fact, according to CANACINTRA (Leon), importing 

had become such a habit that little thought had been given to the possibility 

that local manufacturers might even exist, until applications for .unport 

permits were turned down. Foe example, PEMEX, had been importing floor

cleaning material! until import permits were refused. Enquires into alter

native sources revealed that a similar product was being manufactured 10 Jans. 

away. In another case, leading local manufacturer had been importing 

chemicals until major production cut-backs were threatened following non

renewal of import permit. Investigations b,, CANACINTRA revealed that the 

identical chemical was being manufactured within 60 Jans. 

Goverrunent Stimulus for import substitution 

8.12 Effective 23 March 1983, SECOFIN has set up a commission comprising 

CFE, PEMEX, FERTIMEX, SARH, CONATUR, SIDERMEX, SEP y SRA to implement an 
• 

import substitution programne valued at Pesos 336,000 million, on the basis 

of a register of alterr1ative local suppliers. 

-~l 



TABLE 8.2 t>f<INCIPAL COM.'"IODITY I!-!PGRTS, 1977-1982 

(in million US dallarsl 
1977 i9eo isai 1982 

Un~rocessed Imports 
Agricul~ural raw material 

of which,corn,wheat, sor~um etc. 
Beans 
Soybeans seed 

Livestock,fi~h an~ related products 
Extractive industries 

Manufactured imports-total 
Processed foods, beverages, tobacco 
of which sugar 

Textiles, clothing and leather 
Wood products 
Paper and ?roducts, printing 

Petroleu.~ derivates 
?etrochemical 
Chemicals 
Plastics and rubber 

SUBTOTAL 

Non- ~etalic minerals 
Basic iron and steel 
Non-ferrous metals 

Metal products, ::iach8nery and equipment 
of which for transport and communication 
Industrial equipment 
Electronic and electrical machinery 

Other imports 

TOTAL 

SOURCE: Bai~ j,, Mexico 

790.3 
566.5 
307.5 

9.8 
156.0 

67.8 

4,805.4 
195.5 

62.4 
23.5 

239.7 

149.6 
224.2 
597.7 
65.7 

(l,037.2i 

39.3 
350.6 
76.3 

2,753.8 
785.8 

1,184.0 
475.9 

9.2 

5,604.9 

2,267.7 
1,871.5 
1,060.4 

241.l 
132.4 

140.3 
255.9 

2,700.J 
2,204.l 
1,089.0 

337.6 
335.0 

216.5 
279.3 

lS,002.a 21,018.2 
1,174.8 1,079.7 

562.0 360.2 

262 l 
73.0 

631.8 

291.8 
535.l 

1,484.7 
284.5 

404.3 
89.4 

705.4 

367.5 
C37.2 

1,745.9 
408.8 

1,537.2 
926.6 
335.4 
38.; 

155.8 

172 • .; 
220.9 

12,956.l 
691.5 
140.6 

270.l 
51. 7 

471.5 

409.9 
452.6 

l, 251.2 
215.0 

(2,560.l} (3,159.4) (2,328. 7) 

163.l 
1,824.4 

384.6 

8,826.2 
2,365.4 
.:;,189.0 
1,098.1 

215.7 

2:'.ll. 9 
2,219.6 

579.8 

12,473.6 
3,385.2 
6,151.2 
1,475'9 

259.6 

117.4 
l, 071. 0 

268.5 

7,609.7 
1,756.8 
5,875.0 
1,087.5 

469.9 

19,486.2 23,929,5 14,421.6 

8.32 In order to discourage the imports of materials which could be obtained 

locally, and sc as to encourage the nronuction of local materials to the standards 

required by industry, SECOFI has amended the scale of import duties as follo'·'s: 

(a) Capital Goods Not produced in Mexico 

Locally manufactured 

10\ 

25\ 

(bl Intermediate consumer goods (Industrial raw materials} 

~lot produced in Mexico 

Locally Procuced 

(c) Consumer Goods Not Produced 'in Mexico 

10\ 

40\ - 50\ 

50\, 75\ and 100\ 

(dl All other goods Duty assessed in accordance with strategic necessity. 
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Conclusions: Import Substitution 

B.13 Import substitution has probably reached the stage where opportu

niti.es to set up new industries are becoming fewer or are not economically 

or financial feasible. An analysis of industrial i.q:>ort reveals that the 

majority are raw materials, equipment and component parts which cannot be 

economically produced in Mexico, ejther because raw materials are not 

available locally, or because the level of demand does not justify 

investment in local plant and equipment of a highly sophisticated nature; 

not to mention the time required to train specialist skills to the teclmolo

gical levels reyuired. 

B.14 It is iney~~able that the next phase in import substitution will be 

in the area of high technology and sophisticated plant and equipment. Since 

the domestic market will not be able to take up total output, the develop'!llent 

of export markets will be a key factor in the decision to set up local 

operations capable of generating an economic rate of return. Consequently, it 

is clP.ar that increased engineering exports will have a vital role to play 

in financing specialised new industries. 

Recommended Import Substitution Products. 

8.15 The following products are recommended for manufacture in the Guana

juato Industrial Corridor, as import substitution items, subject to satisfac

tory opportunity studies being carried out: 

I - Polypropylene film as packaging material 

- Kaolin-coated paper-board for high grade packaging 

- Fireproof and burglar-proof steel safes 

- Scientific educational models and display materials 

- Cellulose for the paper and packaging industry. 

For more detailed information refer Chapter Seven. 

8.16 It is recommended that CANACINTRA regional offices in the Guanajuato 

Industrial Corridor should obtain from all members details of all raw material. 

replacement parts and other essential supplies normally imported, and for which 

alternative locally manufactured products are required or recommended 
11

. 

_!/ NOTE: This proposal is shortly to be implemented by CANACINTRll, Leon. 
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Action already taken 

8.17 As the official body representing the manufacturing industry, 

CANACINTRA sponsored and organised the " CANACINTRA 4 " National Industrial 

Exhibition held in the Convention Center. Leon, 9th-16th September 1983. 

Objective: Bring the attention of Industrial users and buyers to the wide 

range of locally manufactured goods available in the Guanajuato Industrial 

Corridor. 

Export Promotion 

Current trend in Mexican Exports 

8.18 During the first six months of 1983, exports increased at the pheno-

menal rate of 25\ each month, resulting in a favourable trade balance of 

us~ c,500 million. 

This improvement was due almost entirely to petroleum exports which 

accounted for 75\ all exports. 

8.19 The non-petroleum sector. accounting for 25\ exports, was up 4.8\ on 

the same period 1982, largely due to the favourable exchange rate and the 

removal of export permits. The impact is specially evident in the case of 

manufactured products, an important indicator for Guanajuato, where the 

increase was 15.8\,representing an absolute increase of US$ 192 million over 

1982. Moreove-r;-60\ of this increase was achieved by medium-sized firms, and 

as much as 35\ by small industries. 

8.20 An important role is played by rnaquilladoras located mainly in the 

USA/Mexico border region. In fact, it is becoming an established practice 

for transnational companies to depend on sub-contractors. due to higher prices 

required by US sub-contractors to cover substantially highsr operating 

overheads. For example. General Foods Corporation (USA) is reported to be 

drawing supplies from 525 maquilladoras/sub-contractors the world over. 

8.21 The continued fall in agricultural exports has important implications 

for Guanajuato, particularly in respect to temperate horticultural produce, 

which constitute the bulk of supplies to the' frozen foods and canning industry. 
I 

Agricultural exports were down 4\ on 1982, which in total were 21\ down on 1981. 

Exports cf fruit and vegetables were USS30 million less than in 1982. 
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~urrent Trend in Guanajuato Export 

8.22 Despite the rapid and extensive industrial developm.mt and the 

diversity of products manufactured. Guanajuato's annual exports have not 

increased since 1979, whilst imports have outstripped exports by 40\ • 
.. -------· -- -

Moreover. exports have not reflected this industrial diversification. but have 

been restricted to two traditional sectors, and dominated by a few exporters 

namely: Horticultural products <fresh and processed) and the Clothing industry 

(garments and footwear) • 

8.23 Guanajuato's exports fall far short of nationalperformance of similar 

product categories, at a time when the Federal Government is looking to the 

manuf~cturinq sector to augment the foreign exchange e.i.rnings required to reduce 

the national f0reign debt. In Table 8.2 the Metal/Machinery sector is included 

in the "others" category in Guanajuato export statistics. Guanajuato exports 

in the first 6-months 1983 are down -30\ compared to +5\ national average for 
·--- ··- .. 

the same sectors. 

TABLE 8.3 EXPORTS: SECTORAL COMPARISON GUANAJUATO/MEXICO, 1979-1983 

cuss MILLION) 

1979 1980 \ 1980 ' 1982 ' 1983 
+(-) +(-) + (-) Jan/June 

Process:?d Foods 
- Mexico 799.0 770.0 (-3) 679.0 (-13) 791.0 (-11) 326.0 
- Guanajuato 20.1 20.9 +4 25.0 +20 22.8 (- 9) 16.2 

Clothing/Footwear 
- Mexico 209.0 201,0 (-4) 180.0 (-10) 150.0 (-17) 73.0 
- Guanajuato 11.3 17.0 +50 20.0 +17 14.3 ( -28) • 2.8 

Metal/Machinery 
- Mexico 755.0 938.0 +24 894.0 <- 5) 888.0 (-0 .6) 455.0 
- Guanajuato 9.8 15.6 +61 9.6 (-38) 9.0 (-6 ) 2.5 

Total 
- Mexico 1762.0 1909.0 +8 1753.0 (-8) 1829.0 +4 854.0 
- Guanajuato 41.2 53.3 +30 54.6 +2 46.1 ( -1. 5} 21.2 

Source: Banco de Mexico; IMCE; Consultant's extrapolations 

'1982 
(-) + 

(-2) 
(-3) 

(-9) 
(-80) 

+13 
(-77) 

+5 
(-30} 

----l 
I 
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Guana]uato Industry's attitude to export 

8.24 Visits to thirty-three manufacturers in the GIC during July/August 

1983 lndicated that over 70\ had insufficient knowledge of the domestic and 
C: .... 

external markets for their products, with particular reference to market size 

and potential, market share, competitive activity and consumer requirements. 

Exporting companies.operating below capacity. attributed drop ir: experts 

to " fall off in demand " by importers. The maJority appeared to be 'order 

takers' relying on unsolicited enquiries from foreign importers. Few believed 

in the need for sales promotion, and trained sales personnel were, for the 

most part, considered unnecessary, except by firms jointly owned by foreign 

partners. Export consortia, which currently account over 15\ of Mexico's ------export~. were considered "too expensive" to use. 

8.26 The most successful bu~inesses are fully occupied in satisfying local 

demand (mechanical plant replacement, automotive spare parts, gaskets and 

pump manufacturers) . Management could see no reason to seek export markets 

so long as local demand continued. 

8.27 Mexican subsidiaries of foreign firms and businesses with foreign 

partners are either production units supplyi~g an existing external distri

bution network, or limited to the Mexican domestic market by agreement. 

8.28 Mexican owned Guanajuato firms, who have never exported before, 

regard exporting as the last resort. This is mainly due to lack of experien 

ce by management, lack of confidence in their product, and a deep- rooted 

scepticism about government's ability to simplify the vast amount of docwnen

tation, and time-consuming bureaucratic procedures associated with exporting. 

This is considered to be the. greatest ~ing_le disincentive, outweighing the 

benefits of all other incentives. 

l.ack of Marketing policy 

8.29 The majority of manufacturers in the GIC lack a defined marketing 

policy, and have not assigned this responsibility to a competent senior 

executive. :In the past, management response to training events, courses and 

.....unars organised by IM:E, has been negative. 
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ApPointment of Agents in export markets 

8.30 The role of the sole agent/importer is not properly understood and 

is ev?" suspect. Companies without an export policy believe that export 

sua:!:s3 will result from spreading the risk across as many importers as 

possible. Importers are mostly "brokers" with no other objective than a 

quick sale. The pr~ctice is short-sighted,i.:lecause it ignores the fact that 

no importer will promote the Mexican product if he suspects that other 

importers will ~enefit. 

Ex;-0~te== dealing through a sole-agent in each export region benefit 

from the agent's credibility and resources in the market-place, as well as 

the opportunity to gain a close insight into the market forces at work. Sales 

will b~ developed on the sound commercial base of mutual confidence and good 

personal relations between .both parties. The sole agent will give advice 

and assistance on pricing and quality requirements, and up-to-date iniormation 

~n market trends anc competition. 

Export Price Competitiveness 

8.31 Although comparative price structures of similar products on the US 

and Mexican sides of the .border do not provide a basis for predicting the 

longer term export p:'."ospects in the US market or worldwide, the implications 

should not be over looked. There are already indications that price advantages 

from the 1982 devaluation could become dilutedi,or offset by inflation 

running at around 80\. 

In the US-Mexico border area, the considerable price advantage 

enjoyed by a cross-section of Mexican products over similar US products in 

February 1983, had been substantially narrowed by July 1983 (Table 8.3 >. 
In a number of specific cases former price benefits were reversed to 

disadvantages as high as 57\. Moreover, the price dif:erences give no indica• 

tion as to quality of the Mexican item, which is often inferior. 

Taken in conjunction with Para 8.33 <Quality Control) the implications 

are importa~t to Guanajuato manuf~cturers. 
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TABLE 8 .4 ??..ICE ADVANTAGE OF SELECTED MEXICAN PRODPCTS Ir\ - ~~t. US/MEX:.::. 
BORDER AREA. 

FEBRUARY 1983: JULY 1983 
(-) Less expensive than US. 
+ More expensive than US. 

Item 

Food, Drink, Tobacco 
- Butter, Apples. Pears 

l/Toiletry Products 
Lotion and Cream 

l/Houseno:.~ e:lectr1cal appliances 
- :~ :.-::-.:iers) 
- !13" color T.V. l 

l/Cloth1ng and Footwear 
- (Womens & Childres Garments 
Tiries 

Feb 1983 
\ pr ice comparison 
with US equivalent 

- 226\ 
1-) 

- 21H 
'-) 

43\ 
(-) 

(-) 

- 146% 
(-) 

(-) 

source: Banco Nacional de Mexico (BANAMEXl August 1983 

July 198~ 
\ price comparisor, 
with US equivalent 

- 125\ 

+ 

- 106\ 
+ 

33\ 
+ ~7\ 

+ 47\ 
SH 

+ 44\ 
+ 25\ 

1/ These products are also manufactured in the GIC, and point to the need for 
exporters to review current export costing and pricing policies. 

Quality Control 

8.33 In industrialised coW1tries, ten years of economic constraint, 

resulting in higher priced goods and the highest levels of unemployment on 

record, have brought about two maJor changes in purchasing criteria, namely: 

(a) That a product must be the best available at its price. 

(bl That buy~rs are prepared to pay more for the best - even from slender 

resources 

Buying cheap does not mean buying "shoddy" or "sub-standard". 

Limists on financial resources are affecting industrial and consumer buyers 

alike. The "deciding factor in purchase in industrialised markets is, first 

and foremost, quality followed by price - which need not to be the lowest"
11 

1/ source: Dr. R. Greppi. President Snampropetti, S.A. jfoly's leading 
Construction firm 

-1 
' 
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S.34 During recent months, the ~xican press has given extensive coverage 

to the urgent need for manufacturers to raise the quality standards of export 

products, to have any chance of success in external markets. The rewards 

from hi~h quality production are too great to ignore. ~ow labour costs are 

no longer sufficient to compete in export markets. Consequently, Mexico's 

former price advantage is already being seriously tr.reatened by the emergenc~ 

of large new areas of lo"' labour costs, notably Taiwan : eg. the Shoe industry). 

and developing countries such as Africa and South East Asia. 

8.35 Future emphasis will be on competitive quality and adherence to delivery 

dates, with low price ( i.e. low wages l becoming of less importance to importers 

and consumers. Japan's success in export markets evolved from producing 

similar products at lower price, to sell.:.r.g quality 2roducts at the same price, 

and has now reached the stage of creating new products which will conmand high 

prices. 

8.36 I~E~~ 21 
cite current quality/price policies of the shoe industry as 

destined to further prejudice Mexico's weak position in the export market. The 

price of a high quality (eg. export quality ) pair of shoes can currently cost 

9,000 pesos. "Even medium to low quality Mexican shoes cost the equivalent to 

4-days pay at the minimum wage " The need to improve the quality of Guana-

j uato exports becomes a matter of extreme urgency. To this end,CIATEG 
·".-

(Para 4. 38) has already taken major steps to set up pilot m_a~ufacturing plant 

and research laboratories in Leon, in order to establish qu.-:ility standards that 

conform with the requirement of the market place. Yet, it is :,~ ~h~ record 

that CIATEG 's resources are available to all manufacturers in ~he Guenajuato 

Industrial Corridor, but only Shoe industry is making use of CIATEG services. 

Bureaucratic constraints 

8.37 The volume of paperwork and detailed documentation required from each 

exporter, product by product, far exceeds that of most other exporting 

countri~s. (Bound copies of all documents are the size of a standard workshop 

manual). The protracted delays in processing applications result in non

delivery on schedule, Wlwillingness of reputable importers to handle Mexican 

products, and frequent loss to local exporting firms. 

2/ Source: IMECCA (Institute Mexicanv de Control de Calidad ) 
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Road and Rail Transport 

8.38 There are seasonal shortages in the availability of transport, 

primarily due to the movement of large quantitites of imported agricultural 

produce and domestic commodity transportation, eg. Maize etc. 

Air Cargo 

8.39 There are no national air cargo operators. Air freight is mostly 

handled by US airlaines and charter companies,and shipments are dependant 

upon the availability of cargo space. Air Cargo is essential for the transport 

of perishable produce to export markets. High cost, and produce deterioration 

on transhipment in the absence of direct flight facilities, make air cargo a 

hie~ risk factor in export. The Department cf Commercial Aviation is currently 

investigating the establishment of Mexican cargo-carrying operations. 

Port handling facilities 

8 .40 Mexico's principal seaports are not apparently equippe:l with container 

terminals or Ro-Ro facilities 11 . Consequently, cargo handling operations are 

heavily over-loaded, with further protracted delays and increased costs to the 

exporter. Under these circumstances, it is probable that small exporters 

could be penalised by high shippin~ tariffs laid down by the various Conference 

lines. (Should this be the case. UNIDO's experience in setting up Shippers 

Councils would be beneficial to Mexican Industry ) • 

Recommended Industrial Development and Export Priorities. 

8.41 In 1982,export from the State of Guanajuato amounted to US$50.5 million. 

Nearly half was achieved by a few firms in the fruit and vegetable canning 

industry. The Shoe industry, the largest employer and principal importer 

(nearly 60\ of all imports} contributed no '?!Ore than USS 4.8 million (9.5\l 

to Guanajuato foreign currency earning~. Notwithstanding the boOm in 

industrial development in recent years, the value of exports from Guanajuatc 

has remained static since 1979, which implies that the vol\.Ulle has steadily 

decreased by at least 12t annually. In fact, exports of shoes in 1982 fell 

54\ to.the lowest level in five years • 

. !/ Source : I M:E 

I , 

. .--.. --
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It is evident than Guanajuato urgently needs to embark upon a 

systematic export promotion programme, not only to increase the vol~me and 

value cf existing exports, but to extend the range of products, enlarge the 

number of exporting firms, and expand the numbers of markets. The role of 

the State Government in such a programme is proposed in Scenario I. 

The immediate need is for a ma)or effort by the tlo!O industries with 

the gratest potential for achieving success in the shortest time - the Shoe 

industry and the Processed Foods industry. 

The Shoe Industry 

8.4~ The shoe industry is concentrated in Leon. 4th largest city in Mexico, 

and the principal city in the Guanajuato Indi.:strial Corridor. Traditionally, 

the shoe industry has oeen fully preoccupied with meeting the needs of the 

domestic market. Industry esti..~ate~ that there has be~n a consistent short

fall in supply of approx 12i p.a. or 30 million pairs. Consequently, there 

has been no incentive to develop exports, even though the USA, with three 

times the market potential of Mexico, is on the country's doorstep. And so 

Mexican shoe manufacturers, with few exceptions. have left the US market to 

overseas supplie .. o; namely Italy, Spain and Brazil. whose landed prices are 

higher than Mexico's. Only Taiwan and Korea offer price advantages over 

Mexico. The US market is valued at US$981 million annually. 1982 imports of 

snoes were 103 million pairs, of which only 1.7\ were from Mexico. 

8.44 Only in recent months has the foreign exchange earnings potential 

of the shoe industry, and its intensive labour structure. received the 

attention of both government and the industry itself. Indeed,the shoe industry's 

(quote} "lack of interest in having an export policy, constitutes a larger 

obstacle than product quality or the problems of exporting. Mexican shoes 

have an acceptable quality in export markets; it is therefore necessary to 

revitalise export activities and promote shoe exports" l/ 

8.45 1983 finds domestic demand has fallen to the point where the industry 

is currently working at soi capacity. La~~i~9 an established foothold in 

export markets, the ind~stry M.s no alternative mean,s for broadening its 

demand base in order to 'maintain f•Jll, or economic,' plant utilisation. 

1/ Source: FONEP. "La Industrial del Calzado en Mexico "1979 
I 
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Moreover, a prolonged delay in Mexico's economic recovery would result i~ 

further production cut-backs. plant closures and Wlemployment. at a ~ime when 

the municipality of Leon's contribution to new job creation should be in the 

order of 3100 per annum (Refer Table 8.1). Consequently, an initiative oy the 

shoe industry to sell aggressively into external markets could also lead to 

a more positive attitude to exporting by all manufacturers in the GIC. 

8.46 
1/ 

The Guanajuato chamber of the Shoe Industry ICICEG) in conjunction 

with CIATEG, responsible for design and quality control. is currently setting 

up a"! export consortium as contract supplier to the Shoe Retailers Association 

of the USA, an organisation operating a network of retail shors throughout the 

us.;. T::is lf' c:"!cperational response of the Guanajuato Shoe industry to the 

Nat :o~;al Plan :or the Shoe Industr;· inaugurated in September 198~, the k-:y 

elements of which are as follows: 

(al The Mexican Shoe Industry undertakes to export 3-million pairs of 

shoes, valuPd USS 30 million, in Year I. Total shoe exports :or 1982 

were USS 14.8 million, and 40~ less than 1981. Guanajuato's share 

of 1982 exports was 24\. Thus, Guanajuato's Year I target will be 

USS 7 million 

1988 export target: 18 million pairs, Value USS 225 million. 

(b) 40\ foreign exchan<Je earnings will be allocated to imports of plant, 

machinery and raw materials. 

(c) Plant and employment will be increased by S\ annually. 

(d) The industry will set up a National Institute for the Development of 

Fashion trends and Design in Footwear, to create export footwear 

designs. 

(e) Credit institutions will grant credit facilities on the authority 

of the industry, and not on individual company's guarantee. 

(fl FOMEX will finance purchase of imported plant, machinery spare parts, 

and raw materials. Imports will be tax exempt, as will be local 

supplies during the year. 

(g} SECOFI will accelerate the impor: and export proceaures. DCE will 

provide full administrative facilities. The provision of foreign 

exchange will automatically follow documentary request. 

ll CICEG; Camara de la lndustria de Guanajuato 

-1 
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(hl Import permits will be eliminated and Customs proced~.c.:: sir.·: li:ie..:.. 

ti> Additional facilities for exporting in the USA border area . 

.:,. L \ 

--- (! 
(7) ~eferential quotas for exports to Canada. 

Processed Foods. 

8.47 Exports of processed foods have remained static since 1979 at JUSt 

over US$ 2.2 million annually of which 52~ is asparagus. Increasing annual 

inflation means that exports have steadily fallen in volume and continue to 

do so. Since processed foods account for cs much as 45\ of Guanajuato's total 

export earninas, the causes for the continuing deterioration should be investi-

gated ar.::! remedied as a matter of urgency. 

8.~~ ~·'.=.xirri·~'Tl assitanc-=- should be give:: l:'ly the State of Goverrunent to 

remc.,.nnc obstacles and stimulating a maJor tncrease in exports, and encouragin;; 

the Processed Foods industry to propose a systematic export strategy along 

the lines of the Shoe industry 

8.49 The State of GuanaJuato is the second largest producer of temperate 

fruits and vegetables in Mexico, with 25i.1,00Cl hectares under cultivation. 

Principal eX?Ort crops are strawberries. brocoli. asparagus and chiles. 

GuanaJuato grows 85\ Mexican production of a as;::iarag"Js and 30\ of strawberries. 

Processing takes place during the three critical harvest months of May, June 

and July, followed by expcirt1ng between August and January. Daily workers 

are hired during the peak periods and laid off at end of season, with a 

skeleton staff for maintenance during October-May 

The main exporting industries are Del Monte, Campbells, Birds Eye. 

and Covermex. Manufacturers of concentrated foods include Anderson-Clayton, 

Pw-ina and Alimentos Balanceados. 

8.SO Principal export markets are USA and most countries in the EEC. 

Principal constraints on export 

8.51 Five key factors combine to bedevil the food processing industry 

in ~uanaJuato - shortage of raw materials, shortage of packaging materials, 

shortage of work1ng capital, prolonged delays in bureaucratic paperwork, and 

a short manufacturing season. 
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Shortage of raw material 

8.52 Fragmentation of the cultivated area into small minifundios and the 

absence of planned cultivation progranaes geared to market requirements, 
1 

result in gluts or scarcity. Failure by manufacturers to negociate and secure 

udequate supplies during the six-month critical ::_leriod rules out all export 

operations for the whole year. 

Problems therefore start at farm level where technical assistance 

and effective extension work is lacking in cultivation, harvesting and 

marketing know-how. 

Shortage packaging materials 

8.53 Technical constraints are covered in the report of the Senior Industrial 

Q-1g~~eer. Apart from being in short supply, locally manufactured cans are not 

acceptable in export markets due to inferior quality and failure to satisfy 

the strict sanitary requirements of most importing countries - especially 

USA and EEC. Consequently, the ind~stry is dependant upon imported supplies 

of the required specification - and at lower cost. The alternative of glass 

containers is too costly, and breakage levels too high to be economic to the 

exporters or acceptable to the importer, except in high margin products eg. 

Asparagus. 

Delays in financial and administration procedures 

8.54 Small farmers encounter great difficulty and prolonged delays of up 

to 9-month in the processing of applications for credit which, in any event, 

is frequently unobtainable, due to lack of colateral and banks considering 

farmers to be a bad risk. Interest rates at 62\ are unaffordable. 

For their part, food processing firms allege that financial criteria 

required by FOGAIN ignore the fact the industry is heavily dependant upon 

small farmers for vital supplies which are subject to seasonal cycles and 

adverse weather conditions. 

Quality Control and Export Marketing 

8. 55 Mexican•owned food processors experience parttcular difficulty in 
I 

export marketing. Absence of quality inspection by the farmers ilii compounded 

by slackness in quality control in the factories. For the most part, these 

lack ready access to established distribution systems, as are enjoyed by those 

firms connected to transnational organisations. 
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Lack of understanding about the whole marketing process, cou~led 

to the problem of supply, resultsin exporters selling to anyone whc wants 

to buy, in any export market than sem1ns interested. Consequently, the exporter 

is \"Ulnerable to changes in the market place. and at the mercy of importers, 

usually "brokers" who will trade-off products whenever it suits them. 

Conclusions 

8. 56 The food processing industry will su~ceed or fail as an exporter 

- and as the basis of GuanaJuato's ailing export programme - to the extent 

that the availability of credit and raw materials are geared to the critical 

rronths of May. June and July. Failure to meet these dates can result in 

1 e>s:: of exports for the next 12-months. 

Recommendation - Processed Foods Industry 

8.57 It is reconunended that an Agro-Industrial Development Committee be 

set up and initially convene~ oy the Director, Direcci6n para la Promoci6n 

de Inversion y Desarrollo Indus~rial as proposed in Scenario II. and that 

export priorities should be esta.Olished in the context of Scenario I. 

Summary 

8.58 Since September there have been clear signs of a significant change 

of attitude towards exporting by industry in the GIC. Interestingly, it is 

the shoe industry, by far the most important in the GIC and historically 

the most strongly opposed to developing export markets.which has taken the 

first steps. Indeed, at meetings between th~ Project Director and members 

of the Camara del Calzado, export marketing strategies have been presented 

that are both realistic and well conceived. 

8.59 At the same time the principal governmental. industrial and financial 

organi~ations, notably IMCE, CANACINTRA and CIATF.G, have accorded the highest 

priority to motivating Guanajuato manufacturers to gre~ter export activity. 

8.60 Significant, too, is the stand taken by the Banks in encouraging 

industry to embark upon agressive export programmes based on market-1 d 

str ateg ie s, 

--~l 

' 
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A significant stand has been taken by the Banks in support of ''a ne'W 

industrial strategy" and summed up by BANAMEX l/ as follows: 

"It is essential for Mexican Industry to pursue aggressive marx.~ting 

policies to exploitto the full their major price advantages. Current 

exchange rates enable exporters to plan medium- and long-term export 

strategies to increase market penetration and product recognition. Industry 

must understand that export markets are very different from the domestic 

market and not simply a way of disposing of surplus production. The export 

product must be designed to meet consumer requirements and be competitive 

which will mean higher quality standards aua conforming to strict specificat-

ior.:= ". 

Reconuneridations : Export Promotion. 

8.61 It is recommended that the Government of the State of Guanajuato! 

should declare 1984 as an Export Promotion Year and entitled PRO-EXPO '84~ 

Refer Scenario t. 

FACTORS AFFECTING MEDIUM TERM STRATEGY 

The need for a new inves~~ent prorrotion and industrial development policy. 

8.62 Accelerated industrial development programmes shoul:: b(: designed to achie-

v~ the recommended Aims of the State of Guanajuato proposed in Para 8. 01, 

namely: "to pro\·ide active employment through the manufacture and :narketing 

of goods which can compete successfully and profitably in domestic and 

export markets". These aims ?.re unlikely to be fulfilled if industry is 

able to develop on a largely ad hoc basis. 

8.63 The economic crisis and the subsequent deterioration in the investment 

climate may be. the appropriate time for the State Government to formulate 

a new industrial development policy, setting out short- and long - term 

investment objectives, and recomme.nded guidelines for their attainment. 

8.64 The formulation of su~h a policy implies the availability of up-to-

date information on the mix and structure of industry, its strengths and 

ll Source: BANAMEX Banco Nacional de Mexico 

~l 
I 
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w~aknesses, and growth potential in terms of employment, training and 

resource allocation. At the present time this information is not available; 

and other essential data, if it exists at all, is at least three years 

out-of-date. 

Reconmendations 

8.65 The first step would be the creation of a Directorate of Inv.e.stment-

Promotion and Industrial Development for the State of G~~~;j-~~~~ -i/. 
- ---- ---- - I 

F.espcnsibilities would include, inter alia, defining the up-to-date status -----of industry in Guanajuato in relation to national industrial development 

trends, identifying investment opportunities and;fec011111endin9 promotion 

act.:. vi ties for Government sponsorship or support. Proposals a.re set out in 

.3cenar io I I. 

FACTORS AFFECTING LONG-TERM STRATEGY 

Promotion of new investment in the State of Guanajuato 

0.66 In his statement on Government policy, the President of the Republic 

rchapter One) emphasised that recovery is expected to be lee cy private invest

ment from 1984 ownwards. Despite optimistic assumptions, it is Wllikely that 

the economic recovery of industrialised nations will be automatically followed 

by an increase in aggregate demand as in the past. Industrial recovery and 

expansion in Guanajuato will be dependant upon a turnaround in private 

investment, and positive steps to promote increased demand, instead of waiting 

~or it to happen. 

8.67 As of this date, foreign investors seeking to establish a new 

business in Mexico, and manufacturers in Mexico D.F. planning to relocate 

their existing factories elsewhere, have a wide range of alternatives to 

choose from, including 126 urban locations in Priority Zone I category. 

The final decision will be the investor's, on the bases of criteria 

which be regards as essential to the success and growth of the business on 

a continuin~ basis. 

8.68 In the absence of detailed information supplied by the State, and 

backed up by convincing argument, the investor's decision could be largely sub)ective. 

1/ Direccion para la Promoci6n de Inversiones y Desarrollo Industrial (PROMIDil 

I 
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Conclusion and Recommendations 

8.69 It is not improbable that twenty-three other Federal States arc 

already planning to attract new investors. It is recommended ::hat actior. 

should be taken to ensure that potential investors should select the 

Guanajuato Industrial Corridor in preference to all other alternatives. 

(Refer Scenario III l . I .., 
r '- i --

-1 
I 
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SCENARIO I. Short-Term Strateg·. 

STRATEGIC EXPORT MARKETING PROGR.l\MME FOR THE STATE OF :;uANA..TJl'.T:: ?RC·-EY?: ';., 

Purpose 

S-I.01 The operation is defined as a "Programme" oecause it v.:il: sons:st 

of a number o~ export related activities during a period of one year. 

"Marketing" emphasises the Government's belief that external demand has cc 

be actively generated - not passively expected. The operation is strategi, 

because it aims to achieve export ob)ectives that will stimulate continuinc 

eco:io'.'11.: stai::il.:. c-: through increased i!'ldustrial l!'lvestment in the State of 

Guar.a::'uatc;,. 

Scope 

S-I .J2 The long term aim is to ouil d an image of GuanaJuato as the "Export 

State" of Mexico. The short term obJectives are: 

(al Tc identify State Government's role in reinforcing Federal .:;overn

ment policy on export. 

(b) To give maximum encouragement to all bodies concerned with industrial 

exporting. 

Cc) To ?reclaim 1984 (or appropriate year l as Export Promotion Year 

Pro-Expo '84, backed up by a sustained progranune of events, and 

supported by a hard-hitting publicity campaign throughout 12-IOOnth 

period. 

Method 

S-I.03 A programme of activitie~ /events will be drawn up and agreed by 

representatives of all sectors of industry, support or9anisations and 

services concerned with the promotion of exports. 

s-r.04 The programme would be ina:;gurated by the Governor of the State of 

Guanajuato on the occacion of a ~igh Level Symposiwn to be attended by the 

Heads of government departments and the Chief Executives of industry in 

the State of Guanajuato. To this end, personal invitations will be despatched 

: , 

-1 
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from the Gcvernor to each guest by name. The pur;,-:ose of the !-!1c;:h Level 

Symposium w~uld bf' to present the "Strategic Export Marketing Prognunme ". '.:o 

launch PRO-EXP0 '84, and to announce the concept of The Governor's Awards 

for Export . 

S-I.05 During each ncnth of the year of PRO-EXPO '84 there would be a 

programme of special export events.eq. official luncheons to invited guests 

with guest -speakers, executive traininc events. and special interest 

seminars. 

Tne year would culminate in an Export Trade Fair PRO-EXPO '84, .in 

the 5ala je Conv~nciones in Leon. to which irnpcrters from USA and other 

t:irc.~t :"i.r:~o:?".:~ ·.·._ • .• :: ::ie i:;vitec. The :x:..iort Trade Fair could be tuned tc 

attraction. 

Throughout the year a special publicity compaign in support of 

PRO-EXPO '84 would be ma1nta1n.-d in the press, radio and television media. 

S-I.06 The end of the year. PRO-EXPO 'B~would be marked ~Ya formal 

ceremony when the ·;~wernor would personal 1 y present "The Governor's Award 

for Export " to successful industrialists. The Award could take the form of 

a flag or penant to be erected over the factory,, and another to be placed i.ri 

a prominant position inside the offices. 

S-I.07 It i5 envisaged that "The Governor's Awards for Ex:_:>0rt." should become 

a permanent annual feature. to be augmented by "The Gova-ror 's Award to Industry" 

on the basis of alternative criteria. 

Implementation 

S-I.08 The Strategic Export Marketing ?rogramme would be the responsibility 
1' 

of th~ Director of :nvestment Promotion and Industrial Development This 

would be a newly created appointmen<:, as set o:Jt in Sce:'lario II: of tlus 

report. 

s-I. 09 The Director would be assisted by an operational committee 

representing appropriate government departments, industrial institu~ions and 

exporters in the State of GuanaJuato. The Committee would recommend policy. 

obJectives and strategy. "Task Forces" (sub-comrn1tteesl would L:: charged w1th 

l/Directc!'.' ;:iar.a !a Pr0mocion de Invers:i.6r. ~· de:l :Jesarrollo Industrial (FRO!-'.IDil 



-110-

sectoral targets, programming and implementation. Task forces would have 

power to co-opt specialists as required. 

Task Force activity areas would include, inter alia: 

(al High Level Symposium. Governor's Award for Export. ~overnor's 

Export Luncheon; Guests and speakers. Governor's industrial visits. 

(bl Training events. 

eel Trade Missions and Trade Fairs 

(d) Publicity 

Activities and Content 

S-I.10 High-Level Symposium. 2-days.Contributors: The State Governor,Chief 

officers and executives of Projects and Planning, SECOFIN, IMCE, CANACINTRA, Director 

Investment Promotion and Industrial Dev@lopment. Guest speakers~ Chief 

executives of USA Chamber of Conanerce, 
r 

Japan importer canned fruits[veget~les, etc. 
,_ \. / '--:-- ...... .,., ..... " ---- . - . 

S-I. ll Executive Management Semi~ar: Export Promotion. 5-days.Subjects: 

Getting started in Exports; Market Research abd Selection; Export costing 

and pricing; Packaging and presentation; Product development for competitive 

advantage; Export documentation; Sole agency agreements; Export case-histories, 

successes and failures. 

S-I.12 Special Consultant Services. 1-day seminar,plus 2-day factory advisory 

service. Selected subjects as in s-I.11 

S-I.13 Governor's Monthly Luncheon. Guest speakers: VIP authorities on 

product and market opportunities in U~~. Canada, Japan, EEC countries etc. 

S-I-.14 Guanajuato Export-Trade ~air. 5-day exhibition to be held in the 

Sala de Convenciones, Leon. Supported by programme of factory visits 

CIATEG, etc. 

S-I.15 Publicity. Regular monthly features. Double-Page spreads. Case 

histories. Personal profiles. News coverage on new products, packaging, 

promotion. Radio and Televisior. iJrocrrammes on current affairs, Who's Who 

in Guanajuato export industry etc.,and other export related programmes. 

s-I.16 Certificates and Awards. Certificates for all persons on completion 

- ~l 
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of 5-day seminars to be issued by Ir.CE. Presented by Governor or VIP. 

S-I.17 "Governor's Award for Export". Suggested criteria and/or 

qualifications for eligibility could include: First-time exporter; New 

product exporter; increased exports over previous year; increased exports 

over forecast. Ali exporters to be awa.n!ed flac;, pennant or banner, to be 

prominently displayed outside company buildings, and in Chief Executive's 

office, factory etc. 

Companies will be authorised to display the Export Award symbol 

on company stationery, docwnents stc. 

S-I.18 Quality Standards. Symbol/seal of approval for export to be proposed 

anc administered by CIATEG. 
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SCENARIO II. Medium-Tera St:r!tecp 

THE ESTABLISHMENT OF A DIRECTORATE <»' DWES'l'MENT PROllJTICll AND INUJSTRIAL 

. DEVELOPMENT FOR "l'RE STATE ~ GOAl&JOATO (PROMll>I) l/ 

Purpose 

S-11.1 PROMIDI ..ould have three principal responSlbili;ties, Dllllllely: 
- ' I; 

Industrial Information, Investment Promotion, and Training. +- ( ~- · -;~· ~'-

s-I1.2 The chief executive of PROIUDI would be the Director. He would 

report directly to the Secretario de Prograniaci6n del Estado de Guanajuato. 

Responsible to the Director would be three Sub-Directors with resposibility 

for each of the functions defined, as follows: 

Sub-Director 

Industrial Development 
and Information 

Asst. Officer 

Director 

Su!>-Director 

Investment Promotion 
and Marketing 

Sub-Director 

Industrial Training 

Each officer would be appropriately qualified and experienced to 

discharge his responsibilities efficiently and, above all, to coaaand the 

respect of industry. outline executing profiles are as follows: 

(a) Director. A mature manager with all-rowid experience in government 

and industry. Diplomatic, personable, and a good te--leader. 

Should be persona grata with industrialists and enjoy good connect

ions in banking circles. 

(b) Sub-Director1 Industrial Development and Information, ehould be 

either a qualified engineer with some knowledge of statistics and 

production managemnt, or an industrial economist with considerable 

experience in the manufacturing industry. 

Job Training requirements: llpecific training could probably be 

provided by SECOFI (Mexico o.F.) department of statistics, 

SPP, or Banco de Mexico. Initial training period: 6 weeks. 

- -----1 



• 

• 

-113-

Assistant Officer. To understudy and assist the SUb-Director 

Numerate. Trained in C<llllPUter ..ork, or suitable for 

ttai.ning in cmputer work • 

(c) Sub-Director, Invest:Jllent Promotion and Marketing. Should he a 

financially oriented conmercial aanager with practical experience 

in marketing, sales prca:>tion and publicity at ~Y level. 

(d) Sub-Director, Traininq. Would be a qualified engineer with experi

ence in factory management and personnel &ministration, especially 

in respect to the planning and iilplementinq of training e.ents. 

Alternatively, he could he an educationalist with experience in 

technical career development or in a Technical Training Institute. 

S-II.3 In order to determine industrial objectives it is important that 

up-to-date statistics on indwrtrial status should be readily available to 

the State Government; especially in respect to the Industrial Corridor. 

lt>reover, the information should~ evaluated in te%1DS of quantity and 

quality. Basis data should include:- Number of factories; industrial 

category; products and markets; capital structure; number of employees, 

office and factory, method of remuneration; installed plant capacity and 

percentage utilisation; etc. 

S-II.4 The continual process of up-dating is a basic requirement of 

effective industrial statistics. The information contained in the catas

tro Industrial del Estado de Guanajuato, apart from being out-of-date, 

falls far short of providing a data-base on which to construct a realistic 

.industrial developmnt strategy. 

s-II.5 It is understood that the creation of a Statistical Information 

Centre is under consideration, to be based on proposals preeented by the 

Special Collllittee for Information and Statistics11 • The proposals are 

for a major information centre for the collection, collation and storage 

of statistical data, including industrial statistics. In view of the 

hi9h priority accorded to industrial investment in Guanajuato, it is 
I 

.recollllle.Dded that an Industrial Statistics Centre be aet up u a matter 

of urgency, and housed in PR:>MIDI, for linkaqe with the larger information 

centre at a later date • 

. !/Racomenc!acionea del Sub-comite Especial de Informacion y Estad!stica 

Comitede Planeacion para el Estado de Guanajuato, June 1983 
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It is assumed that national statistics confoz:m to the ISIC Code
11 

which, being decimalised, permits statistical analysis by classes, groups 

and sub-gxQ:?.PS· It is therefore suggested that then should be close 
I. 

collaboration with SECCFI, ·to ensure compatibility of data inputs. 

S-II.7 Information data- base and other inputs could be ccmpiled in 

collaboration with State Government departments, chambers of industry, 

chambers of comnerce, and finance institutions etc., i:epre•nting or 

servicing industry in the State of Guana~uato. Additionally, queationaires 

would be mailed directly to firms listed in the Catastro Industrial. 

5-II.8 The standard "Personal Computer" would be adequate for this work 

and is recommended for its economic price of around US$ 6000; which 

includes keyboard input, central processing unit, &>uble discette station 

and output printer. Equipment is supplied by IBM (USA), Siemens CW.Germany) 

Olivetti, Sanyo (Japan) and many ether makes. 

S-II.9 From meetings.w.ithCANACINTRA, NAFINSA, PAI/POGAIN, DCE and other 

bodiJ!s it appears that many of them have recently introduced systems to 

chart up much useful data which, prior to the present economic recession, 

had not previously been compiled. Industrial company information of a 

non-classified nature is currently being gathered which, if collated and 

consolidated, would provide an accurate and up-to-date census and profile 

of industry in the GIC. 

Central Chart Room 

~-II .10 Once the available data has been collected, a feature of PR:>MIDI 

would be the preparation of mural charts illustrating the industry mix in 

.tJhe GIC, according to Municipality. Industry distribution charts dipicting 

the national situation would provide a useful basis of comparison between G~ajua

to and the country as a whole. The chart-room system is well su!oted to 

Mexico, a country which has developed diagrammatic statistics to a fine art. 

Investment Promotion and Industrial Development 

s-11.11 The function of this section would be as follows: 
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(a) Maintain continuous contact with industrial and financial institutions 
-+ _;... t 

(Refer S-III.07 ) . ~ f. (.., . . \ . '·-· 

(b) Recommend objectives and strategies for promoting the establishment 

of new industries and attractive investors. 

(c) Recommend Public Relations and Publicity activities and campaigns 

briefing outside specialist agencies, and supervising implementation. 

(Refer Scenarios I and II 

The catalyst role of the section is demonstrated in Scenario I. 

Export Promotion, and Scenario III Investment Promotion. 

Industrial Training 

S-II.12 Economically active population of the State of Guanajuato was 

1'409,000 in 1982 11 , of this 17.30\ were employed in the Manufacturing Sector 

(transformation industries ) • The average annual growth rate of manufactur -

ing employment is 4.6\, bringing the total number of persons employed in the 

manufacturing sector by the year 2000, to 547,500; representing art estimated 

increase of 292,500 during the seventeen years between 1983-2000. 

S-II.13 Assuming 30\ new jobs createJ will be a supervisory nature 

(skilled, technical or managerial), training will be required for 87,750 

person='. TI:aining for this group will require form 3-to-7 years, wi~h an 

average 4-years This equates to 351,000 training years or a "group in

training" of 20,000 at any time between 1983 and 2000. Even assuming that 

manufacturing growth does no more than increase in line with population 

growth of 2.6\ p.a. a group-in-training would amount to 10,000 at any time. 

Applying this calculation base to the GIC only, the training requirement 

would be approximately SO\. 

s-III.14 Although the specific types of training, based on industry's needs, 

cannot reasonably be predicted at this time, it is obvious that industry 

will only be effective and efficient if its skill-requiring jobs are filled 

by skill-possessing personnel. 

It is, of course, premature to make detailed recomnendations at 

this moment, when industrial employment appears to decrease rather than 

increase. Nevertheless, it is a fact that, if industry in the State of 

Guanajuato is to grow at the rate expected, there will be a massive need 

!/ source: Instituto de Estudios Econ6micos y Sociales del PRI. 1983 
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for training in industrial skills. 
. ,~ ...... -

- .:r-· --~- .. 

-- . .. . 

S-II.15 It is recommended that industrial development in the State ee 
closely watched with particular attention to these~training needs. lest 

progress comes to a halt, because of a lack of the skills which are needed 

for industrial operaticns. 

PROMIDI Location 

S-II.16 It will be important for PROMIDI to maintain day-to-day contact 

with the C~ras de Industria, Camaras de Comercio, IM:E, PAI/FOGAIN, Nafinsa, 

Banks and to be aware cf industrial problems and activities along the 

Industrial ~orrijor. No doubt these considerations promted these government 

ag,1-:it:s and investment institutions to locate their regional offices in Leon. 

It is strongly recommended that PROMIDI should be located where the action is, 

namely a centre of industrial investment in the Guanajuato Industrial 

Corridor, and preferably in Leon. 

Technical Assistance and Training 

S-II.17 In order to ensure the effective implementation o~ the Short-, 

M?dium -, and Long-Term strategies it is suggested that a UNIDO project of 

integrated technical assistance could provide the specialist skills and 

experience required during the establishment period. Specific in-pu~ would 

be as follows: 

(a) Project Director/Senior Industrial Promotion Economist. To assist 

Director in setting up PROMIOI. 

Qualifications: Extensive general management experience in corporate 

organisation, and strategic and adaptive planning for domestic .ana, 

external markets. ~ · - - .,.>-, r 

Duration: 6 months ----·-
.I - ' . ' 

. (b) Expert in industrial statistics. To assist sub-director to set up 

the Industrial Development and Information Department. 

Qualifications: Experience in setting up industrial information 

centres based on computerised systemsfor collecting, collating and 

publishing industrial data and information. 

Duration: 4 months 

(c) Expert in national promotion. To assist the sub-director Investment 

Promotion and Marketing, in the promotion of the Guanajuato Industrial 
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Corridor as an integrated investment package. 

Qualifications: Extensive senior management experience in t:>ublicity 

and promotion in national or trans-national industrial corporations/ 

institutions, or similar responsibility in leading Advertising or 

Public Relations agency. 

Dur at ion: 6 mont!. s 

Expert in market identification ar,."1 export promotion: Footwear 

E:>..-pert in market identification and export promotion: Processed Foods. 

E~ert in market idertification and export promotion: Metal Machinery 

products. 

~: .;:-.:.:L: be possible to combine (a) and (c). Duration of assignment (d}, (e) (f) 

Du~· ::c.io:-: of each assignment (d}, (e} and ( f); 3 months including visits to 

expc.r"- narkets. 

·-

/. 

,,-------
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SCENARIO III. Long-Term Strategy 

PROMOTION CAMPAIGN TO SELL THE GUANA.nJATO INOOSTRIAL CORRIDOR 

Background 

S-Ill.l The State of Guana)uato has a diversified and established industrial 

base in the Guanajuato Industrial Corridor. There are many reasons for the 

G IC' s phenomenal growth. Three are especially important: 

(a) Classification as a high-priority industrial zone and an attractive 

package of investment incentives. 

(b) Relative proximity to Mexico D.F. enable;industry to relocate in 

Guanajuato, without less of existing clientele. 

(c) Geographical situation in the centre of Mexico, good year-round 

climate, power, communications and labour resources. A record of 

good labour relations. 

S-III.2 In order to achieve the proposed strategic Aims (Para 8.01) an 

additional 146,000 jobs will need to have been created in the Manufacturing 

industry by the year 2000. To achieve this will be a major task. It will 

need a continuous progranune of new investment to provide the 9000 new jobs 

which will be required each year. This is equivalent to starting up seven 

new firms with 100 employees, each month. Moreover, twenty-tlu."ee other 

Federal States will be pursuing similar objectives for the 126 municipalities 

listed in the zone IB Priority group. 

Purpose 

S-III. 3 It is proposed that the Goverrunent of the State of Guanajuato shoulj 

lauoch and Investment Promotion Campaign to sell the Guanajuato Industrial 

Corridor as an integrated investment package to selected investors. 

Whom to sell 

S-III.4 Recommended Target Audience 

(al Owners and Top Management of existing industrial groups, manufacturing 

industries, etc., currently located in Mexico D.F. indentified by 

PROMIDI l/ as potentialty interested in re-location away fror 

Distrito Federal 

1/ I'ROMIDI: Direccion para la Promocion de la Inversion y Desarrollo Industrial 
{Scenario II) 
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.. _, 

(b) Potential foreign investors. h register would be prepared in 

collaboration with NAFINSA~ foreign ~hambers of Colll!lerce, and Trade 

Promotion representatives located in Mexico; The Commercial Sections 

of foreign embassies in Mexico, D.F. 

Special targets would be foreign companies with established export 

distribution systE!l'\s capable of handling the marketing of GuanaJuato 

manufacturerso~~ product~or products adapted to the foreign assiciates' 

specification, or on a sub-contract or maquilladora component manufacture 

basis. This lJOints to a range of metal-mechanic products of high quality 

and cornpeti ti ve pr ice; and a revitalised food processing industry. 

What to sell 

S-IlI.5 The Guanajuato Industrial Corridor, due to its unique location plus 

road, rail and air communications, is the ideal operations base for fast and 

economic access to Mexico's largest cities and centres of industry, including 

Distrito Federal with population of 16 million. The GIC is also the most 

convenient jumping-off point for external markets to the North, South, East 

and West. 

The GIC offers a young and industrious labour force, a wide range 

of education facilities ~ncluding numerous schools, the University of Guana 

juato with departments of engineering, economics, and commercial studies, 

and Technical Training institutions. Not to mention the most up-to-date 

recreational facilities, and inter-city transport services. 

The diversity of industry, and the importance attached to the GIC, 

are evidenced in the number of industries and prestigious companies who have 

selected the GIC in preference to all others. Information would highlight 

the specific industrial opportunities identified by PROMIDI,and recorded 

in ti1~ "GIC New Industry Opportunity Study" (Refer s~;enario II ) • 

~ /?·'' .,. 
.. ,, 

I 

. ~ r 
•' . 

·- ' 
,. 

S-III.6 Industrial development guidelines 1«>uld be drawn up, in order to 

prolll)te investment in manufacturing categories considered important to 

achieving' specific industrial objectives ec;. ,capital, intermediate, or 
. 1 

consumer goods; and in order to locate firms in areas ~est fitted to the 

type of industry. 
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Emphasis would be given to industries with high employment potential, 

and small and medium manufacturers scheduled for strong financial s~pport in 

the National Development Plan. 

The Communications Brief 

S-III.7 As in the case of Guanajuato's manufactured products, success will 

only result when the prOJIK)tion is market-led: in other words, when the needs 

of the "customer" (the investor) are satisfied by the "product" (The Guana

juato Industrial Corridor). 

It is a well-researched fact that many 'good' products have failed 

because the publicity and promotion :ailed to interest the potential buyer. The 

Market Response Critical Path Checklist l/ is used by at least two of the 

most successful trans-national corporations 21 and three leading international 

advertising agencies. 

s-III.8 The Market RespoHse Critical Path Checklist is adaptable to a wide 

variety behavioral situatuins involving the transmission-reception-response 

sequence. The critical path content applicable to selling the GIC would 

be as follows: 

(a) Critical Path Structure 

.Message ~~.!!~ Target Re_s~i::is~ Product ~~-e_Etion T!:.._~~_ission 

Audience JPublications 
Press articles 

KNOW } tSEEING } Mailings 
WHAT? ,.... WHO? ,... WHO? TH INK ..... WHAT? ,.. READING ~ Radio progranmes 

does _J want...J to BELIEVE after--' HEARING ITV programmes 
Audio-Visual 
etc. 

Each factor has a specific role to perform in achieving the Objectives. 

(bl Example. The industrial analysis of the GIC indicates the need for 

the manufacture of non- chokeable centrifugal pumps. The Market 

Response Critical Path would produce the following basic statement 

as the basis of a promotion brief: 

(Who?) The Government of Guanajuato wants(Target Audience) manu

factures of non-chokeable centrifugal pumps in the Distrito Federal 

-to KNOW specific facts to be stated about the GIC,- to THINK that 

.Y "Creative Marketing Communications". Ian Matthews. Restricted distribution 

2/ General Foods. Nestle 

• 
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operational benefits etc, will be gained by transfering to the GIC, 

-to BELIEVE that the company will derive financial, cormnercial and 

envirorunental benefits (to be stated) and tMt the employees will 

gain social housing, educational (to be stated) advantages, form 

transfering to the GIC. 

- as a result of READING the feature article 

- in the magasine "TRANSFORMACION" 

.• 
•I 

S-III.9 The concept visualisation and execution should be assigned to a 
.1 

professional Advertising or Public Relations Agency. with a proven track-

record in :nd~~~rial investment promotion at corporation, if not State level. 

Th~ Agency should have established international connections ano an outstanding 

record in creative communications. 

A shortlist of agencies should be invited to make presentations to 

the State ~overnment on the basis of defined objectives and a specific brief. 

Media and Communications Channels 

S-III.10 The Media compaign would be directed along three channels: State 

publication the Newspaper and Magazine press; local;aB~i~elevision network. 

s...rrI.11 State productions would include the following 

(a) The GIC Investors Handbook. A deluxe publication to be published 

annually. Foreword by the Governor. 

Contents: Industrial and Financial incentives. Manpower. Education 

and training facilities. Housing communications Industrial Parks. 

Market access. Transportation. ~aw material.Natural resources. 

Trade associations, Chambers of Commerce, Industry etc. Legislation. 

Future development. New industries established. Technological 

development. New industrial opportunities. Comparative location 

advantages etc. 

(b) Brc·chures. 4-page double-fold. Information to investors:-

i. Specific manufacturing sectors vz. Food Processing, chemicals 

pharmaceuticals, foundries, metal-mechanical etc. 

ii. Municipalities in the GIC. Advantages, Services etc. 
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:c: !;~1cic 'hsual. Slides, Film-strips, VideoTapes. Communications 

content as for (bl. Distribution: Mexican Trade, Industrial and 

Commercial association, Embassies/CC>Illllercial represer.tatives ir. 

foreign countries vz. USA, Japan, EEC countries, IMCE 

~-!II.12 State Press Relations.The GIC Investment Promotion Campaign could 

be launched at a Press Conference and luncheon convened by the .:tOVernor. 

Thereafter, the press would be kept informed by special Press R~leases on 

a wide range of news and information items on all aspects of the GIC. 

s-:II.13 State Public Relations. Invitation to potential investors, Mexican 

an:.i fc.:.·eign businessmen, journalists, financial and technical assistance 

or.~anisatic.hs, foreign chambers of industry and commerce, visiting foreign 

trade missions, to official Government receptions, tours of GIC, meetings with 

local industrialists, chamber of industry etc. 

Missions to potential investor countries, and donors etc. 

(Following example of recent visits to Europe by the State Governor) 

l-..dministratior. 

s-:II.14 It is recom.~ended that the GIC Investment Promotion Campaign should 

be a.1.-ninistered by the newly created Direccion para la Promocion de Inver

sicn y DesarroJlo Industrial (PROMIDI). It is recommended that the 

inv~~tment promotion campaign should be a continuing activity with an annual 

budget to be f~nd~d by the State Goverrunent. 

I 
! 

' 

'f 
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