LABOUR MARKET
PAPERS

17

Wages and employment
status flexibility in Mexican
manufacturing industry

Gloria Moreno-Fontes

Employment Department
International Labour Office Geneva



Copyright © International Labour Organization 1996

Publications of the International Labour Office enjoy copyright under Protocol 2 of the Universal Copyright Convention. Nevertheless,
short excerpts from them may be reproduced without authorization, on condition that the source is indicated. For rights of reproduction
or translation, application should be made to the ILO Publications Bureau (Rights and Permissions), International Labour Office,
CH-1211 Geneva 22, Switzerland. The International Labour Office welcomes such applications.

Libraries, institutions and other users registered in the United Kingdom with the Copyright Licensing Agency, 90 Tottenham Court Road,
London W1P 9HE (Fax: +44 171 436 3986), in the United States with the Copyright Clearance Center, 222 Rosewood Drive, Danvers,
MA 01923 (Fax: +1 508 750 4470), or in other countries with associated Reproduction Rights Organizations, may make photocopies in
accordance with the licences issued to them for this purpose.

ISBN 92-2-110295-5
ISSN 1020-2633

First published 1996

The designations employed in ILO publications, which are in conformity with United Nations practice, and the presentation of material
therein do not imply the expression of any opinion whatsoever on the part of the International Labour Office concerning the legal status
of any country, area or territory or of its authorities, or concerning the delimitation of its frontiers.

The responsibility for opinions expressed in signed articles, studies and other contributions rests solely with their authors, and
publication does not constitute an endorsement by the International Labour Office of the opinions expressed in them.

Reference to names of firms and commercial products and processes does not imply their endorsement by the International Labour
Office, and any failure to mention a particular firm, commercial product or process is not a sign of disapproval.

ILO publications can be obtained through major booksellers or ILO local offices in many countries, or direct from |ILO Publications,
International Labour Office, CH-1211 Geneva 22, Switzerland. Catalogues or lists of new publications are available free of charge from
the above address. :

Printad by the International Labour Office, Genava, Switzerland



Contents

Foreword

1o IDHTOQUCHION w.ooiriiiiirircnceieet e ereen et seras s s asssessssssss s s st ss st ensens bt s b e ses b sent et are s samtsesemmeneasasssantseseassnaen
A. Description of ENESTyC
B. Main findings

2. Background

3. The Manufacturing Sector and Trade Liberalization
A. Trade and investment

4. Changes in the ManUfaCturiNg SECLOT ......cc.eecveeeruerecerecrcerecirescssaecrrerstsrssrronseses sssrssenssessesesessssssssansssssssnes
A. Implications of trade liberalization on sales, technology acquisition and training
B. Employment changes in establishments surveyed

5. WAEE FIEXIDILILY ..ooveeeeieioncececcrei ettt sttt ettt e sa e e b bt st ss b sn s st ss s s e s s ssasbesasas
S AL Wage adJUSTIMENLT ...ttt ettt st s et e be s s ner s eesbenn

B. Industry and occupational wage differentials ..........ccoeeveeeirrrnrinirieie st

C. Flexible remuneration: overtime, fringe benefits, bonuses, profit sharing and other social benefits ...

6. Employment status flexibility in an export-oriented ECONOIMY .......coeeererereeeeirecreereeeeereere e esseseseses
A. Non-wage labour :

7.
8.

Appendix

B. <Casual labour ...
C. Labour subcontracting
D. Hourly-paid workers

Employment forecasts

Conclusion

Industrial classification used in the survey

BIDHOGEAPRY ...ttt ettt s s s s er bbbt e b et e e R p bt s e st ean
Figures
Figure 1. Regions covered by the ENESTyC Survey and percentage of participation ........c...c..ceoueeervene...
Figure 2. Percentage of total foreign investment in manufacturing industry from 1989 to 1992
Figure 3. Percentage growth of gross domestic product in manufacturing industry 1989-1992
Figure 4: Percentage of export sales by manufacturing industry, 1992 ........ccieeeemernnecneennreereeseereesienas
Figure 5. Average percentage of income destined to payment of transfer and/or acquisition of

technology by iNAUSITY, 1992 ......omieeiirrreestnits e e resee e sreere e s essss s esses e sess s st
Figure 6. Percentage of workers receiving training in 1992 by industry
Figure 7. Magquiladora employment, 1980-1993 ...t esie s e sresssesssssssenssssessasssssena
Figure 8a. Average annual growth of manufacturing employment in non-export oriented industries

by size of establishment, 1989-1992 .......ccoovrmerereeeeieeecie et s s s st st ssesemesens
Figure 8b. Average annual growth of manufacturing employment in export-oriented industries

by size of establishment, 1989-1992 ...ttt st ess et s e seseseoen
Figure 9. Average annual growth of manufacturing employment by industry, 1989-1992
Figure 10. Minimum and average real wages, 1980-1992 (Index 1980 = 100)
Figure 11. Average monthly remuneration by industry in 1992 (current pesos)



Figure 12.
Figure 13.
Figure 14.
Figure 15.

Tables

Table 1.

Table 2.

Table 3.

Table 4.

Table 5.

Table 6.

Table 7.

Table 8.

Table 9.

Table 10.

Table 11.
Table 12.

Table 13.

Table 14.

Table 15.

Table 16.

Table 17.

Average monthly remuneration paid by occupational level, 1992 (current pesos) ..................... 25
Average monthly remuneration paid by size of establishment, 1992 (current pesos) ................. 25
Distribution of employment by employment StAtUS .........cccecvereceerereeeerenrveiiscreieeenseseesesessseesennes 28
Percentage of casual workers by Industry, 1992 .........ccovveeeenveninireneircsserenssesssseesersesesersessses 30

Manufacturing sector’s foreign investment as a percentage of total foreign
investment from 1989 to 1992 and share of foreign investment in the

manufacturing industry (millions of AOIAIS) ........c.ccecreermrenrrrersinerersisensinsnss s esessenseescsonsseens 40
Gross domestic product in the manufacturing industry by percentage change
TOM 1989-1992 .. eeccsirenesceeseastne et s et sstss s s bssssbasasbesssassass st basbasten s sas e 41

Distribution of manufacturing establishments’ average sales by industry
and industrial branch and sales destination, 1989-1992 (petcentages)
Average distribution of manufacturing establishments’ sales in 1989
and 1992 by size of establishment and sales destination (percentages) ..........o.ceceevveerveerveerene.n. 44
Average percentage-of income devoted to the payment of acquisition and/or
transfer of technology in manufacturing establishments by industry and size

of establishment 1989-1992 ..........oo et essssssssss st sbstssssss s 44
Percentage of workers receiving training in 1989 and 1992 by industry and

51z€ Of eStADIISHINENL ... e st ettt s 45
Number of manufacturing workers by industry and industrial branch, sizé '
of establishment and percentage of annual growth of manufacturing

employment from 198910 1992 ......ccviiiiiirermnccrcorerersenssnirsossssssssessssssss s essssssesssssans 46
Total monthly remuneration divided by total number of permanent

and casual workers by industry as of March 1992 (CUITent PeS08) ......ccovvrieeerimeressesiersmseeessesens 48
Percentage of manufacturing establishments by industry according to increases,

decreases or no changes in the number of wage differentials, since 1989-..........cccouvvvvevrnecnnnnne 49
Average remuneration paid by occupation level divided by total number

of workers by size of establishment as of March 1992 in current pesos ...........ccceeveeevverenenrennae. 49
Women’s average remuneration as a percentage of men’s by occupation, 1992 .......cccouvvueeenee.. 50
Distribution of total remuneration paid to the manufacturing establishments

personnel by industry and type of remuneration 1992 (Percentages) ........cceevirererssvesivesrevenns 50
Other remuneration paid to manufacturing establishment personnel by

industry and type of remuneration, 1992 (PEICENTAZES) .......ccercerrereiriererrerrsnsirernssreiesesssetseresensnens 51
Auverage percentage of profits shared among manufacturing workers

by industry and size of establishment in 1992 (PErCentages) ......cccuereerereresreerrecrersrereseesesseesenns 52
Structural percentage of employment by industry and by employment

Status in 1989 And 1992 .....ccovricrcrrrnnrirenncisesnieessansse s ssssss et s sesssas et sebessessssrsoneses 53
Percentage of workers in manufacturing establishments by occupational

level and emplOYMENt STALIS ....iccvueiivinciiiniriisisessesiiseeseseieeseesessesssssssssssensssssassasssssssesssssans 54

Percentage of manufacturing employment by industry and by
employment statiis 1989, 1992 .......ccciircrerminrensriniceninesrossssessssssnesssrsssssssessssssssssssssesssnsacs 55



Foreword

The process of modernisation and trade liberalization that Mexico has experienced
since 1985 put considerable pressure on manufacturing firms to adjust their production,
technology and labour practices. Economic liberalization not only covered trade, but involved
proposals to liberalise labour market relations and alter the regulations covering them. This
paper’s purpose is to obtain a better idea of the impact of fundamental changes on
manufacturing establishments and their adjustment strategies. It is based on data obtained
through a survey of manufacturing establishments, conducted in 1992 through collaborative
efforts by the Mexican Ministry of Labour and the ILO’s Labour Market Policies Branch.

It presents information on how liberalization and technological change affected the
manufacturing sector between 1989 and 1992, how manufacturing employment fluctuated with
the opening of the economy, how manufacturing firms were changing in terms of economic
performance and how firms responded, in terms of wages and employment status adaptation,
to trade liberalization, and movements in the economy due to the structural adjustment
process. It also addresses questions on Mexico’s strategy to lower labour costs through

greater labour flexibility in order to obtain a comparative advantage in the creation of a
North-American market.

Acknowledgements are due to Loretta De Luca and Arnulfo Arteaga (UAM-Mexico)
who co-ordinated and were responsible for the various phases of the “National Survey on
Employment, Wages, Technology and Training (ENESTyC). A comprehensive publication
presenting their analysis of the ENESTyC results is forthcoming.

Thanks are also due to Duncan Campbell, Richard Anker, Christine Evans-Klock, Niall
O’Higgins and Diana Alarcén for providing helpful comments.

Guy Standing
Labour Market Policies Branch
Employment Department
International Labour Office



CORRECTIONS:

p.5, last paragraph
The Mexican Government intensified the process of structural adjustment by accelerating the path towards
trade liberalization.

p.14, 1st paragraph

Manufacturing establishments are known to devote little attention to the training and retraining of
production workers and for providing training mainly to managerial, professional and technical staff. The
basic metals industry, which was privatized in 1989 and was going through a large process of
restructuration during this period, reported having trained as much as 62% of its labour force in 1992
according to the ENESTyC.

p.34, 1st paragraph

Employers were encouraged by government policy to pay very low wages and to adjust other remuneration
according to their own criteria. '

p.35, 1st paragraph

In certain sectors of the manufacturing industry, where wages and employment status flexibility was more
common, labour flexibility did not seem to have had a positive effect on employment. Could it be
concluded that the liberalization of the Mexican economy, besides promoting wages and employment
status flexibility, has also had a negative effect on manufacturing employment?



1. Introduction

A. Description of ENESTyC

In October 1992, the National Survey on Employment, Remuneration, Technology and
Training (ENESTyC) of manufacturing enterprises was carried out in Mexico, covering 5071
establishments. This was conducted through collaboration between the Ministry of Labour of
Mexico and the ILO’s Labour Market Policy Unit, as part of the ILO’s Enterprise Labour
Flexibility Survey (ELFS) Programme. The launching of the project was highly appropriate
since some of the topics examined in it such as technology, work organization, employment
security and gender differentials had received little or no attention on previous Mexican surveys.
ENESTYC is the first survey in Mexico that aims at covering such a large number of topics on
the manufacturing sector and that stratifies information in so much depth.

The survey aimed at pointing out useful entry avenues in the country’s strategy of
development and it responded to the Government’s top priorities to assess the level of
competitiveness of its product1on Establishments in the survey were divided into nine
industries, 54 industrial branches' and four size classes” Micro establishments comprised’
between 1 to 15 workers, small establishments between 16 and 100, medium-size
establishments between 101 and 250 and large establishments more than 251 workers.

The size of the survey was imposing since initially it comprised 7,200 establishments.
Some cases of refusal to answer the whole questionnaire or parts of it were found particularly
among “maquiladoras” 3 and the National Oil and Gas Industry (PEMEX) which was finally not
included. When non-responses or low-quality responses from establishments were discarded,
the number was brought down to 5,071. The latter number was considered to be the minimum
necessary to achieve appropriate representation for the country’s 32 states, and the totality of the
whole manufacturing industry’s branches and its four size classes of establishments. The survey
covered the country’s 10 most important urban regions and some rural entities (Figure 1).

A number of institutions were asked to collaborate, in particular the National Institute of
Statistics, Geography and Informatics (INEGI), and the National Commission on Minimum
Wages. It was not possible for the ILO to obtain the raw data of the survey with a desegregation
at the establishment level due to a confidentiality rule of the INEGI. However, INEGI agreed to

provide some custom tabulations to compensate for the lack of establishment-level
desegregation.*

! See Appendix for the industrial classification used in the survey.

% Micro establishments provided in 1992, 14.5% of manufacturing ernployrhent, small 19%, medium 15.5% and large
51%.

3 Foreign owned plants established in Mexico which assemble goods for sale in a foreign country (usually the United
States) are referred to as "maquiladoras". "Maquila" refers to the process of production or assembly operations; the factory
within which the operations are housed is called a "maquiladora". Occasionally the industry is called an "in-bond" industry since
the foreign firms have to post a bond for capital brought from outside but used in Mexico. (Susanne Peters: “Labor Law for the

Maquiladoras: Choosing Between Workers® Rights and Foreign Investment” in Comparative Labor Law Journal, Philadelphia,
11 (2), Winter 1990).

* Loretta de Luca, ILO Mission Report, Mexico Labour Flexibility Survey, Mexico City, 4-20 November 1992.
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Figure 1. Regions covered by the ENESTyC Survey and percentage of participation

Regional office and coverage Percentage of participation per region
1. Hermosillo, SON: Sonora, Sinaloa, BCS, BCN : 7.7
2. Monterrey, N.L: Nuevo, Le6n, Tamaulipas, Coahuila 13.2
3. Durango, DGO: Chihuahua, Durango, Zacatecas 7.0
4. San Luis Potosf, S.L.P.: S.L.0., Guanajuato, Queretaro, AGS 94
5. Guadalajara; JAL.: Jalisco, Colima, Nayarit, Michoacan 9.9
6. Toluca; EDO DE MEXICO, Morelos, Guerrero 17.7
7. Puebla, PUE.: Puebla, Hidalgo, Tlaxcala, Veracruz 10.0
8. Oaxaca, OAX.: Oaxaca, Chiapas, Tabasco 24
9. Mérida, YUC.: Yucatéan, Campeche, Quintana Roo 1.8
10. Mexico City: Federal District - 20.9
Total ' 100.0

Source: Ministry of Labour - INEGI, ENESTyC information documents.

The period covered by the survey (1989-1992) is important because it took place at a
time of economic recovery (since 1989), approximately between two and five years after the
starting of radical structural adjustment within the framework of the Pact for Economic
Solidarity (PSE) of 1987, and the strengthening of the opening of the economy. The
fundamental changes taking place in the country demanded an increasing need to obtain more
statistical information about the manufacturing sector’s activities, its behaviour and the
fundamental characteristics of its development. The manufacturing sector accounted for about
23% of Mexico’s GDP in 1992 and employed about 20% of its workforce.” The survey aimed at
determining the readiness of Mexican manufacturing firms to withstand the accrued competitive
pressure stemming from the liberalization of trade in order to devise policies to help them face
this challenge. It obtained information concerning level of technological development,
organization of production, productivity and efficiency, level of international competitiveness,
grade of labour force’s qualifications, level of industrial concentration and situation of the
structure of employment, remuneration and Wages.6

B.  Main findings

In the analysis of the ENESTyC data’ a distinction is made between export-oriented and
non-export oriented industries. Export oriented industries are defined according to the level of
production destined to the international market: those industries that exported more than 10% of
their sales in 1989 were considered export-oriented and others non-export oriented. Within the
export-oriented, the only industry that was found to be highly export oriented (exporting more
than 20% of its production) was the metal products, machinery and equipment industry. The
rest exported, on average, between 10 and 20 per cent of their production: (in descending order
of importance) the basic metals; the textiles, garments and leather; the chemical substances, coal
derivatives, rubber and plastics; and the non-metal mineral products industries. Lastly, the three
industries found to be non-export oriented were food, beverages and tobacco; wood and wood

> The Economist Intelligence Unit: Country Profile Mexico 1993/94, (London, 1994), p.23.
8 Loretta de Luca, op.cit.

7 Figures were embedded into the paper and tables were anmexed in the back.
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products; and paper and paper products. In the case of these three industries, sales to the
international market represented less than 5% of their production.

The overall image of Mexico’s manufacturing delivered by the survey was not very
bright. Employment in the manufacturing sector increased slightly according to the ENESTyC
survey during this period, but only because of the continuous augmentation in maquiladora
employment and the fact that the survey included single proprietorships and other micro and -

- small-sized establishments. Employment fell in most export-oriented industrial branches. Other

Ministry of Labour statistics, for example, for larger establishments showed a continual decline
in manufacturing employment during this period.®* The country’s manufacturing profile was also
changing; some industries, namely the metal products, machinery and equipment industry with
its automotive branch was growing buoyantly, but a number of others, in particular textiles and
paper and paper goods and wood and wood products, were floundering.

By the end of 1992, mainly larger and stronger capital-intensive establishments that
were receiving large inflows of private investment and introducing new technology and
competitive products were increasing manufacturing output, but were not necessarily increasing
employment. A factor that seems to play a role in the level of employment was whether that
industry faced competition from foreign products and if it was ready to compete with those
foreign products (the case of textiles, garments and leather industry). Whether production was
primarily sold in domestic market (the case of the food, beverages and tobacco) then
employment was not reduced. On the contrary, if the industries were export-oriented (the
metal products, machinery and equipment, chemicals and non-metal mineral products) or were
in a process of restructuring (the case of the basic metals industry) then they reduced
employment mostly in large establishments and in those industrial branches that destined most
of their production to the international market. Logically, such developments were entailing
retrenchment, underemployment and displacements of the workforce.

Another finding of the ENESTyC survey was that a clear employment and work
flexibilization has been taking place, characterised in particular by a high reduction of real
wages, increasing wage differentials (a broadening gap between the highest and lowest wages),
a larger role played by non-wage components of remuneration and a growth of precarious forms
of employment. Flexible forms of employment (casual, subcontracted, remunerated by the hour
and non-remunerated), while still only affecting a small proportion of the workforce, increased
and are expected to increase further. '

2. Background

At the moment that the survey was conducted, the great majority of the Mexican
labour force was living in a precarious situation. The labour crisis that began in 1982, had
further intensified since 1989 with the continuing transition to an export-oriented economy.
Unemployment and underemployment were growing, real salaries were deteriorating and
workers’ employment and wages security were weakening.

¥ INEGI: Cuaderno de Informacién Oportuna, 1993.



According to Mayolo Lépez, in a study including all economic sectors, out of an
economically active population of 24 million, only 25% had a remunerated, full-time,
permanent job. The rest were either working under a flexible work arrangement or in the
agricultural sector and were concentrated in the informal sector or were underemployed or
unemployed.” The National Employment Survey of the Institute of Statistics, Geography and
Informatics published amazing data: the percentage of workers not receiving any social benefits
was as high as 64% in 1993."°

The Mexican Ministry of Labour has published stable levels of open unemployment: it
fluctuated between 2.8% and 4.4% from 1985 to 1992. This percentage counts as unemployed
all those persons who have worked less than two hours a week or not at all. A 2.7% average
unemployment between these years does not reflect the real problem in the country.
Unemployment has not risen higher because of strong and rapid real wage adjustment and the
absence of unemployment insurance. ' - . :

The real problem can be better understood if the rates of underemployment and
informalization are considered. The country has been experiencing an impressive growth of its
informal sector that was calculated to employ more than 50% of the labour force in 1993 and as
much as 64% if all those that do not receive any benefits are included in the informal sector
accounts. Informal sector in the manufacturing sector represents between 18% and 20% of its
labour force. The Ministry of Labour considers as underemployed all those persons that work
involuntarily between 2 and 35 hours a week and that earn less than the minimum wage. There
the percentages start mounting and from 1987 to 1992 fluctuated between 20.5% and 23.3% of
the economic active population. An additional indicator to consider about the precariousness of
the labour market in Mexico is the percentage of workers that labour 48 hours a week and that
‘earn less than a minimum salary (13.3% in 1992)."” The practice of holdmg two-full time jobs is
also widespread due to strikingly low wages."

The standard of living and working conditions of workers have been, and are still,
deteriorating. There is a growing tendency to separate the determination of wages from the
cost of living; the substitution of permanent contracts with casual, or task-specific contracts,
and to neglect the institutional right to strike. According to Gutierrez Garza (1989), there is
also a growing tendency to render collective contracts more flexible and to cease to use the

® Fernando Mayolo Lépez: "Aposté a la inflacién y muy poco de lo que prometié pudo cumplir”, in Proceso
(México), 31 de octubre de 1994, no. 939, p. 13.

1% National Institute of Statistics, Geography and Informatics (INEGI): National Employment Survey 1993, (Mexico),
p.156.

" In Mexico, there does not exist any mechanism of social security or of training institutions that could help
counterbalance the effects of the deregulation of the labour market. Low salaries do not allow workers to save and so they
cannot afford to be unemployed Thus they go to the streets to trade whatever they can or accept any available job even for a few
liours a week. There are, for example, university graduates who work as taxi drivers or street vendors and manage to earn
enough money to survive. (Servicio Macroeconémico de CIEMEX-EPA, [México, Centro de Investigacién Econométrica de
México, 1994], p. 7.5)

12 gecretaria del Trabajo y Prevision Social: Principales indicadores de empleo, desempleo y subempleo, (México,
November 1994), p.12

" As of March 1992, the monthly minimum wage represented 290.4 nuevos pesos (working a 48-hour
week) or US$88 at an exchange rate of 3.3 nuevos pesos for 1 dollar.
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tripartite social agreement commission. In some firms, employers have even taken advantage
of strikes and have closed the plant’s doors during a strike, just to reopen them afterwards
with new and less attractive, individual contracts for workers.*

Not even economic recovery and/or the control of inflation proved sufficient to
ameliorate the workers’ situation. Even during the relatively prosperous times (1989 to
1992), wages were still kept very low. As Maria de los Angeles Pozas said, the government

tried to “sell the country” advertising as its main comparative advantage 1ts low-waged labour
force.

Employment growth was found mainly concentrated in commerce and services. Even
so, growth in employment in these two sectors was minimal and insufficient considering that
Mexico’s population is young and that there are one million young workers joining the labour
market each year. Informal employment also absorbed much of the increase in the labour
force and accounted, in 1992, for almost half of total employment."*

The deterioration of employment conditions is expected to continue. The Government
has announced that it will undertake a major labour law reform, particularly in the areas of
hourly pay, dismissal compensation and flexible work rules to provide employers with more
liberty to adapt workers’ wages and employment status because some employers complain
that the Mexican labour market is still too rigid.

3. The Manufacturing Sector and Trade Liberalization

A. Trade and investment

At the time of the survey, the Mexican government was fighting inflation with a
renewed version of the PSE, the Pact for Stability and Economic Growth (PECE) in force
since January 1989. This was a tripartite agreement between government, labour and business
organizations aimed at consolidating public finances, stabilising the exchange rate (valuing
the peso according to a fixed schedule of depreciation against the US dollar), monetary
discipline and a negotiated agreement to control wages and prices. Its major components were
huge reductions in the fiscal deficit, a tighter monetary policy, structural reforms, and a
comprehensive wages’ policy. This agreement played a major role in achieving
macroeconomic stability, containing inflation and re-establishing economic growth. By 1992
annual inflation had fallen to 12%, compared with 159% at the end of 1987, while national
GDP grew at 2.8% per annum.'¢

From 1989 on, the character of the country’s industrial sector changed rapidly,
moving towards a more deregulated market. The Mexican Government structural adjustment
by accelerating the process of trade liberalization, which was started in 1985. One year later,
the country joined the General Agreement on Tariffs and Trade (GATT). In 1989, on coming

' “Reconversion Industrial y Lucha Sindical”, op.cit., p.33.

Minerva Cruz: "Se vive el peor desempleo; estd limitada la capacidad para generar fuentes de trabajo”, in EI
Universal (México), 30 de diciembre 1994, p. 18.

6 "The Economist Intelligence Unit: Country Profile Mexico 1993/94, (London, 1994), p.16. .
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to power, President Salinas de Gortari hastened the process of modernising the industrial
apparatus through the promotion of private national and foreign investment, and through a
quick liberalization of trade and the opening up of the economy. By 1989, Mexico had
eliminated hundreds of tariffs and quotas affecting its trade with the United States and some
Latin American countries. To show the rapidity of these changes, imports covered by import
licenses were reduced from 92.2%, on average, in 1985 to 7.9% in only. five years. Also, the
tariff range which represented 0-100% of import value in 1985 was decreased five years later
to only 0-20%."

In 1992, Mexico started negotiations with the United States and Canada on the North
American Free Trade Agreement (NAFTA), with the hope of raising private investment and
attracting modern technology to Mexico.”® The increasing dismantling of import barriers
encouraged modernisation and restructuring of part of Mexican industry. However, trade
liberalization also meant that import growth of foreign products increased faster than expected
and competltlon in the national market put those companies that lacked capital and technology
ina precanous position.

The manufacturmg sector was affected by this rapid. trade hberahzatlon On one hand,
after a severe period of economic crisis in the country, the government decided to retire almost
completely from the economy. Most public credit available before was cut and manufacturing
establishments were not provided with assistance to restructure. Besides, starting from 1989,
there was a huge flow of U.S. manufacturing products into the country competing with
national products. On the other hand, foreign capital was permitted to invest in many areas
that were prohibited before. So, there was a marked increase in foreign capital inflows. The
manufacturing sector, as a whole, absorbed an average of 27% of all foreign investments
from 1989 to 1992 (F1gure 2 and Table 1).

Foreign mvestment was concentrated in four industries: metal products machinery
and equipment (27%), chemicals (22%), food, beverages and tobacco (21.3%), and non-metal
minerals (17%). Most of the above mentioned, belong to the group of export-oriented
industries with the exception of the food, beverages and tobacco industry. In the case of the
latter, the reason why it received such a high percentage of investment could be that it is a
industry considered to be reliable since it produces basic goods and depends, mostly, on a
strong domestic market.

The two industries in the group of export-oriented which did not receive a big
proportion of investment were those two that needed to restructure their industrial apparatus:
textiles, garments and leather industry and basic metals. Textiles and garments received 3.1%
and basic metals 2.3% of total foreign investment destined to the manufacturing industry. Trade
liberalization has provoked an important restructuration in the textiles sector. This industry has
strongly felt the pressure of foreign imports and has been forced to reduce its production

7 U.S. International Trade Commission: Review of Trade and Investment Liberalization Measures by Mexico and
Prospectzves Jor Future United States Mexican Relations. Investigation No. 332-282, phases I and II. (Washington, D.C., 1989),
chapter 4.

¥ Low labour costs give Mexico a trading advantage with its northern neighbours, and there are many U.S. and
Canadian companies opening their doors in the country or renting national companies as their "maquiladoras”. (Gordon H.
Hanson: “Industria, especializacién y libre comercio®, in Ajuste Estructural, Mercados Laborales y TLC, op.cit., p.318 & 371)
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destined to the national market. Moreover, the national textiles industry has not been able to
modernise quickly in order to be able to meet the standards of quality and productivity needed
to capture the international market. It is mostly the maquiladora sector of this industry that has
increased its exports. In the case of the basic metals, fifty percent of its steel production used to
belong to state companies. In 1989, the government decided to sell its steel companies to
private investors, who undertook fundamental restructuring of establishments and a big
portion of the labour force was retrenched.”

Finally, the other two non-export oriented industries that also comprised big sectors in
need of substantial industrial restructuring in order to be able to compete with foreign

products are the paper and paper products (4%), and wood and wood products (.9%). They
received very little foreign investment.

Figure 2. Percentage of total foreign investment in manufacturing industry from
1989 to 1992
0 5 10 15 20 25 30

Non-export oriented . ; ; ;

Food, beverages
Wood & wooden prod.
Paper and paper prod.

Export-oriente;
Textiles, garments'

Chemical subst. rubber & plastics
Non-metal mineral

Basic metals KRR

Metal prod., machinery & equip. S
|

Source: Resultados de la Nueva Politica de Inversién Extranjera en México, 1989-1994, Ministry of Commerce and Industrial
Promotion (SECOFI), 1994, table 4.

In 1992, 22% of all manufacturing establishments had capital of foreign origin, 71%
national private origin and 7% national public origin. The percentage of capital of foreign origin
was even more important if a distinction is made between subsidiaries and non-subsidiaries
establishments: 32% of subsidiaries establishments had capital of foreign origin. Within this last
category the food beverages and tobacco industry, the chemical substances industry and the
metal products, machinery and equipment industry had the highest percentages: between 36%

‘and 56%.%

In conseqﬁence, from 1989 to 1992, average output in manufacturing grew, mainly in
those industries that were receiving foreign capital inflows; metal products, machinery and

1 Country Profile Mexico 1992/93, op.cit. p.25.
% ENESTyC, table 5. '
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equipment (37.8%), non-metal mineral products (20.5%), chemicals (13.2%), and food and
beverages (13.9%). There was a big fall in wood and wood products (-20.6) and in textiles
and garments (-7.9), and a small growth of 1.9% in paper and paper products (Figure 3 and
Table 2).

Figure 3. Percentage growth of gross domestic product in manufacturing industry
1989-1992
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Source:INEGI: Mexican Bulletin of Statistical Information, No. 6 Oct.-Dec. 1992.

It is interesting to see that those industries that received foreign capital inflows
showed a positive balance of trade from 1989 to 1992; while, on average, the remainder of
the industries in the private national or public sector, had a deficit during the same period.”

How did all these economic changes affect the workers’ situation and employment as
a whole? Did foreign investment create employment in manufacturing? Did manufacturing
employment grow, or did it decrease with import competition? Did this process of trade
liberalization and the promotion of production to the international market change labour
relations in the country? Before analysing the evidence pertinent to these questions provided by
the ENESTyC survey, it is necessary to summarise succinctly the legal framework within which
employment changes have occurred.

B. Labour regulations and recent changes

A brief summary of Mexican labour law could be useful to understand the Mexican
experience. In the country there still exists, at least in paper, a lot of protection for workers.
There is a lot of debate as to modify the federal labour law and make it more flexible but until
now no changes have been made. In practice, however, in an individual manner or in collective
contracts there exists a variety of ways to contract or subcontract workers without respecting

! Inversion Extranjeray Empleo en México, op.cit. cuadro 23.
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some or in cases even all the labour protection regulations. This could be one of the reasons
why in the ENESTyC survey few employers reported having casual workers that do not receive

the whole package of protection laws that permanent and temporary workers should normally
receive.

Labour regulations are extensively set out in article 123 of the Mexican constitution and
in the federal labour law. For example: the law establishes a limit of eight hours on day shifts
and of 7 hours on night shifts. The extension of the working time cannot exceed three hours a
day, nor three times a week. Overtime work should be paid double the rate for normal working
time. For every 6 working days, workers should enjoy at least one paid day of rest. Workers are
not obliged to work during their day of rest, if they do so, they should be paid double.

Mexican federal labour law explicitly states that minimum wages are set by regional
tripartite commissions and approved by a national tripartite commission. Minimum wages are
classified as general or professional. General minimum wages are established in one or several
economic regions according to cost of living. Professional minimum wages are established in
several industries, and in some commercial sectors and by professions, skills or special jobs. A
minimum general wage should be enough to satisfy the material, social and cultural needs of a
family and provide for the children’s education. The minimum professional wage should
consider in addition the workers’ industrial and commercial activities. Other non-minimum
wages are to be negotiated in collective contracts by the national trade unions or workers
confederations and employers representatives or in individual agreements. Wages should never
be lower than the minimum wage established by the law.

Permanent and even casual workers (only after 60 days of having started to work) have
the right to receive profit shares. Employers who fire workers without a justified cause, are
compelled to provide a three month indemnity wage or to fulfil the contract. It is up to the
worker to choose between receiving the indemnity or fulfilling the contract. In addition, all
workers should be covered by a social security that comprises a disability, involuntary
dismissal, sickness, accident, and life insurance, plus a pension. All establishments are even
obliged by law to contribute to a modest income housing fund that provides comfortable and
hygienic lodging to Wofkers. Employers are even required by law to provide training, and tax
incentives are offered to those establishments that create their own training facilities.2

In practice the working conditions of the Mexican labour force are not always in line
with written regulations. Collective agreements are not always settled, either, to the interest of
workers as unions are influenced by political considerations. Labour relations have been often
governed by negotiations in collective contracts influenced by the political momentum.
Especially since 1989, within the framework of the new liberalization model, state interventions
became more favourable to business interests and a large margin of state and business discretion
in the application of the labour law developed. The subordination of the official trade union

* Services provided by official training centers are severely restricted due to lack of funds to provide adequate
equipment and teachers.
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leadership to the state and the Economic Solidarity pacts allowed the use of competitive
strategies in setting lower wages and less permanent employment arrangements.”

Employers exercise their influence to change the federal labour law by arguing that it is
still too rigid has become an obstacle to the modemisation of the production process. They
emphasise that the competitive context resulting from the new free trade policy requires the
flexibilization of labour institutions. Employers propose that workers’ income should be set
according to their productivity. They claim that non-wage labour costs represent an additional
85% of every peso paid to a worker in terms of social security, other benefits and fiscal taxes,
and that these costs should be reduced #

In an analysis of recent trends in collective bargammg agreements in Mexico, Garcia
(1993), found that the principal modifications made in the negotiations of collective contracts in
the country are increasing the authority of employers to:

1) reassign workers to another activity, shift, post, location, etc.;

2) orgamse work, supervise it and fix work programs;

3)  reduce differences in job respon51b111t1es and the number of work categories of a same
job; , . | ,

4) expand the decisi'orl capaeity of the establishment to select personnel, increase the

utilisation of casual workers and to hire mid and high-level professionals (personal de
confianza) with external collaboration contracts;:

5) . engage in more subcontracting of third parties in basic jobs, service and maintenance,
provision of inputs and for work less frequently utilised;

6) ‘intreduce new technological and organizational changes, and other changes to
_incorporate measures to raise productivity;

7 introduce the notion of “compromise” between trade unions and the establishment to
resolve rapidly those problems that could affect production for exports;

8) promote on ability rather than seniority.”

Labour flexibility, which already existed unofficially, intensified as a result of labour
market-reforms. These reforms created a new adjustment demand on firms by opening the
economy. So, labour flexibility appeared as “deregulatory” measures concerning such
important issues as employment, and wages security. The most evident expression of
increasing labour flexibility is the way that the government reduced workers’ real wages.
Restrictions were eased concerning the adjustment of wages to provide for a minimum standard
of living for a family, and employers were given more liberty to adjust wages according to
market demand in order to keep costs down. Minimum compulsory benefits offered to workers

2 Francisco Zapata: What flexible is, rigid can be: the Mexican labor market in the eighties, (Mexico, El Colegio de
Mexico, 1995), p.1-2.

2 International Labour Organization Regional Office for Mexico, Cuba, Haiti and the Dominican Republic: Mesa
Redonda Politicas de Competitividad y Empleo: El Rol de las Instituciones, (Mexico, May, 1995), p.10.

25 Norberto E. Garcia: Ajuste, Reformas y Mercado Laboral, (Santiago, OIT-PREALC; 1993), p.190.
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before, as the case of social security benefits, started to be withdrawn. So in practice, employers
were no longer obliged to provide workers with health and accident insurance, retirement
benefits, or paid vacation. Instead, bonuses and other social benefits were offered according
to workers’ educational attainment, level of training and productivity. Mexican workers
began to be hired and to work under conditions that previously had not been considered
beneficial for workers or legal. For example, fixed contracts were replaced by task-based
contracts. Casual and other forms of flexible employment started to become more common.
Furthermore, workers were required to show more adaptability on the job to new production
demands.

4. Changes in the manufacturing sector

A. Implications of trade liberalization on sales, technology acquisition and training

One of the most important characteristics of the Mexican manufacturing sector is that
its sales are still mainly destined for the national market (82.9%). In 1992, on average, only
12.8% of sales, from the manufacturing firms that were included in the survey, were
exported to the U.S., 1.2% to Central and South America, 1% to Europe and 0.9% to
Canada.

There was a small decrease in the share of exports to the U.S. from 1989 to 1992
probably due to diversification efforts by Mexican exporters and to the recession in the U.S.
economy. In spite of the relative decrease, the biggest trade partner for Mexico continues to
be the U.S., by a very large margin. One of the reasons why Mexican manufacturing
production continues to go mainly to the national market is that most manufacturing
enterprises have not been able to innovate technology and have not gone through the process
of industrial restructuring, so many of their products are still not ready to compete
internationally. Another fact is that manufactured exports have been concentrated only in a few

industrial sectors and in few large capital-intensive establishments linked to large transnational
corporations.

Those industries that had important export-oriented industrial branches, were benefiting
from the opening of the economy increasing their sales to the international market. This was the
case of nine out of thirteen industrial branches belonging to the metal products, machinery and
equipment: the manufacturing and assembly of office, processing and computer equipment, the
automotive industry, repairing and assembling of machinery for special uses, repairing and
assembling of machinery for general uses, manufacturing and/or assembly of machinery,
equipment and electrical appliances; manufacturing and/or assembly and/or assembly of radio,
television and communication electronic equipment; the manufacturing and/or assembly of
household appliances, the manufacturing, repairing and/or assembly of instruments and
precision equipment (Figure 4 and Table 3).

Also the manufacturing of glass and glass products, and the manufacturing of clay for
construction of the non-metal mineral products industry were benefiting. The non-metal
products industry was reducing its sales to the export market and by 1992, it could be almost
considered out of the group of export oriented industries. The basic chemical substances and the
artificial and synthetic fibres branch of the chemical substances, coal derivatives, rubber and
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plastics industry; the iron and steel basic industry and the basic non-iron metals of the basic
metals industry; and to a lower degree the manufacturing of canned food of the food, beverages
and tobacco industry; and finally three industrial branches of the textile, garments and leather
industry: the production of hard fibres and cords, the manufacturing of textile material and the
leather, furs and its derivatives were also increasing its sales to the international market.

Large establishments destined a bigger share of their production to export. In 1992,
large establishments exported 21.6% of their sales, medium 10.4%, small 6.3% and micro
only 0.8% (Table 4). A growing proportion of large rather than small, medium and micro
establishments were able to restructure their industrial apparatus and were able to reduce their
labour force to new market demands. Still, as these export-oriented industries seem to be
prospering rapidly and as NAFTA will improve their prospects and reduce the prospects of
others, trade liberalization policies seem to be benefiting only a small proportion of Mexican
manufacturing industry..

Figure 4: Percentage of export sales by manufacturing industry, 1992
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Source: ENESTyC survey tabs 20a, 20b.

Even before NAFTA came into force, much of the Mexican manufacturing industry
needed technological and financial assistance in order to confront the liberalization of the
economy. Most small-scale producers were struggling to stay afloat because of restricted
access to credit. A big proportion of weak, small and micro-size firms were affected by the
reduction in the demand for national industrial products and the invasion by foreign goods.
Those large establishments not receiving enough national or foreign capital felt the pressure of
competition from foreign products, t00.%

In response to survey questions about the main repercussion expected from NAFTA,
most of employers stated that they were expecting higher competition from imported

% Enrique de la Garza Toledo: “TLC'y Relaciones Laborales en México” in Ajuste Estructural, Mercados Laborales
y ILC, (México, Fundacién Friedrich Ebert, El Colegio de México-El Colegio de la Frontera Norte, 1992), p.288.
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products, some of them mentioned that it was going to provide them “greater access to new
and/or better technology” and only a few said that it was going to “increase the facility to
export” to NAFTA countries. Micro-sized establishments expressed the greatest concern on
the question of “higher competitiveness of imported products”.

Many national manufacturing firms that did not produce good quality products began
to close causing underemployment, displacements and retrenchments or started offering
“maquiladora” services to multinationals. Micro and small-scale establishments multiplied
rapidly and most of them moved into the informal sector. The majority of them could and can
not survive in the market for long since they are not ready to provide the necessary services to
larger establishments or simply they do not have the means to do it. Many of them have been
closing down since 1989 and others are following declaring as their principal reasons loss of
clients and excessive competition.”’

Trade liberalization called for greater specialisation and productivity, and Mexican
industry needed to restructure its productive apparatus quickly in order to meet the challenge
of competition from more advanced countries. Fernando Cortina Legarreta, President of the
Mexican Confederation of Chambers of Commerce (CONCAMIN), said that Mexico was
confronted by the enormous challenge of accomplishing in months what took other countries
decades to achieve.® The Ministry of Commerce and Industrial Promotion (SECOFI)
declared by the end of 1992 that there was only a privileged nucleus of big national
monopolies and transnational companies that were able to “modernise” by acquiring new
technology (only 5% of the total number of establishments).

The survey results indicate that the average percentage of income devoted to the
payment of transfer and/or acquisition of technology in manufacturing establishments is still
very low, only 2.5% in 1989 and increased to 3.1% in 1992. There seems to be a general
low interest to invest in the purchase of technology. Most industries in Mexico were devoting
between 2.3 and 5.9% of their income to acquire new technology. The paper and paper products
industry, (Figure 5 and Table 5) and the non-metal mineral products industries granted the
highest proportion of their income for this purpose.

Another important aspect to mention is that micro industry was spending, on average, a
larger part of their income to the acquisition of new technology compared to any of the other

three sizes of establishments. This fact shows the concern of micro industry to stay in the
market.

Training is a very important factor in the provision of labour force adaptability to the
challenges posed to the Mexican labour force since it permits productivity increases and labour
responsiveness to change. On one hand, about one third of managers recognised as a major
employment problem the lack of skilled labour and they also recognised that trade liberalization
demanded accrued technical knowledge on workers that they still did not possess. On the other

*7 The exact number of enterprises that closed down cannot be known because not all of them registered their
closure. (Secretaria del Trabajo y Previsién Social-Instituto Nacional de Estadfstica, Geografia e Informitica: Encuesta
Nacional de Micronegocios (México, 1994), p.152.)

28 Fernando Ortega Pizarro: "Lo que deja a los pequefios empresarios el regimen Salinista”, in Proceso (México),
31 de octubre 1994, p. 8.
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hand, according to the survey responses major efforts to provide training were found in export,
as well as non-export oriented industries.

Figure S. Average percentage of income destined to payment of transfer and/or
acquisition of technology by industry, 1992
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Source: ENESTyC tabs 25a &25b.

Did employers report a high percentage of training only because the Mexican federal
law requires establishments to provide training to their workers? A low interest in investment in
human resources in Mexican establishments have been reported by other authors.
Manufacturing establishments are known to devote little attention to the training and retraining
of production workers and for providing training mainly to mangerial, professonal and technical
staff. The basic metals industry which was privatised in 1989 and was going through a large
process of restructuration through this period, was training as much as 62% of its labour force in
1992 according to the ENESTyC. On average between 35% and 37% of the labour force in the
manufacturing sector received some kind of training from 1989 to 1992. All industries that were
receiving foreign investment and that were increasing their output like the chemical substances,
coal derivatives, rubber and plastics (46%), the metal products, machinery and equipment
(41%) and the non-metal mineral products (35%) provided a high percentage of training. Those
industries more prone to export had, on average, a higher rate of training than non-export
oriented. The level of training was directly related to the size of the establishment: the larger the
establishment, the higher the percentage of training provided (Figure 6 and Table 6).

At the time of the survey, the government continued implementing two very important
training programs: the “Program of Scholarships for Training for Work” (PROBECAT) geared
towards unemployed workers aged between 10 and 55 aimed to develop capabilities and skills
that will help them find a better-skilled job, and the Program of Integral Quality and
Modemisation (CIMO) which besides providing training to workers, supports employers to
develop quality programs and enterprises modernisation. These two programs, though, covered
only a small proportion of the workforce.



15

If the high percentage of training reported by the ENESTYC is considered, then most
manufacturing establishments are responding positively to meet organizational and production
changes in the manufacturing industry. These training efforts should continue to be made in
order for them to have a long-term effect and provide a well- prepared labour force. A large
scope of training seems to be one of the essential needs in Mexico for the labour force to meet

the challenge of modernisation.

Figure 6. Percentage of workers receiving training in 1992 by industry
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Source: ENESTyC tabs 137b, 279a & 279b.

B. Employment changes in establishments surveyed
The increase in export sales did not necessarily mean an increase in manufacturing

employment. The manufacturing sector’s employment growth rate registered in the ENESTyC
survey from 1989 to 1992 was 2.2% on average per year, but mainly in micro-sized
establishments (8.2%), which have been reported to be short-lived, and in maquiladoras. The
ENESTyC survey covered all types of establishments including maquiladoras, single
proprietorships and other micro-sized operations. As mentioned before, one of the important
reasons for the slight growth in manufacturing employment is the continuous growth in
maquiladoras’ employment share. In fact, the share of maquiladora employment went up from
4.9% in 1980 to 16.8% in 1993. Maquiladora employment reported an annual average growth
of 12.6% from 1980 to 1993 # (Figure 7).

Magquiladoras are prospering, profiting from low wages and the numerous devaluations
of the peso. The conditions given by the government to the establishment of the maquiladora
sector in the country have been widely criticised since apart from providing low-waged jobs the
magquiladora sector in Mexico does not have any other positive secondary effects in the
economy. Maquiladoras are not required to obtain part of their inputs in the country (contrary to
what happens in South East Asian countries). Besides, maquiladoras are also criticised for being

¥ INEGI: Cuadernos de Informacion Oportuna, México, 1993.
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B. Industry and occupational wage differentials

According to ENESTyC in 1992, the average salary in manufacturing was 5 times the
minimum wage®. In 1992, the total of unskilled, semi-skilled and skilled workers represented
71% of manufacturing workforce and the majority of them received wages representing
between two and three times the monthly minimum wage. The three export-oriented industries
with the highest average remuneration to permanent and casual full-time workers were: the
chemicals industry (6.7 times the minimum wage), followed by the basic metals industry (6.2
times the minimum wage) and metal products machinery and equipment (5.6 times the
minimum wage). They were followed by the paper and paper products (5.2), the food,
beverages and tobacco (4.4 times the minimum wage) and the textile, garments and leather
and the wood industry (both paid 4.0 times the minimum wage) Export oriented industries, on
average, offered higher wages than other industries (Figure 11 and Table 8).

Figure 11.  Average monthly remuneration by industry in 1992 (current pesos)
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Source: ENESTyC tabs 252a, 252b, 141b.

It is interesting to see that the export-oriented industry that had the biggest fall in
employment (basic metals) was also the one providing the highest average wages. Probably a
policy of the restructuration process of the industry was to attract a highly skilled labour force
with high wages. This is'a common practice followed by transnationals, maquiladoras, and
other national industry. After a time, they start lowering wages and after two or three years in
the establishment, workers realise that their wages are even lower than less educated workers in
other establishments. More wage differentials seem to have been created intensifying inequality
between manufacturing workers and concentrating income wages among the higher wage
earners (managerial and professional). Wage differentials across workers especially according to
educational level and occupation increased. Those groups of workers most closely associated

% The ENESTyC survey does not provide information on 1989 wages, so it was not possible to make a comparison
between 1989 and 1992. However, it provided data on 1992 manufacturing wages, wage differentials and types of wages by
industry and by size of establishment.
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with the increasing export orientation of the economy were precisely those among whom wage
differentiation were widened the most.”

In fact, the widening of wage differentials, have effectively rendered wages more
flexible. Overall, in 1992, 20% of manufacturing establishments had increased their number
of wage categories since 1989, across all industries. The industry where there was the highest
increase in the number of wage categories was the basic metals industry, then the paper and
paper products, the chemicals industry, the metal products, machinery and equipment and the
textiles, garments and leather. The widening of wage differentials seems to have been a
general rule (Table 9).

The increase in wage differentials was large by size of industry: large, medium and
small establishments increased their number of wage categories by around 40%; while micro
establishments only by 16%. ©

Managerial, professional and supervisory wage-earners have benefited the most from
trade liberalization and income wages have become more concentrated among the higher-paid
strata.*! The survey data permits a comparison between different occupations’ remuneration.
In 1992, on average managerial workers received 7,258 nuevos pesos (25 minimum salaries),
and unskilled workers earned only 817 nuevos pesos (2.8 minimum salaries) per month: a
ratio of almost 9 to 1. Between technicians, clerical, supervisors, skilled, semi-skilled and
unskilled the difference was small. Managers’ salaries were double the average for the
professionals (Figure 12 and Table 10).

Occupational wage differences also varied to a great extent by size category of firm.
The biggest difference found between managerial and unskilled workers remuneration was in
large establishments where managerial earned in average 12,163 nuevos pesos (42 minimum
salaries) and unskilled only (3.6 minimum salaries). Across all occupations and industries
interviewed, micro-sized establishments paid the least (Figure 13).

The survey evidence confirmed a linear relationship between the size of the firm and
remuneration: the smaller the firm, the lower the remuneration. This fact has been generally
evidenced by other authors like Main and Reilly in Great Britain and Brown and Medoff in
the U.S.” (Table 10).

Gender differentials within occupations proved to still be very big in Mexico. In those
establishments surveyed, female average remuneration was only 63% of men’s average
remuneration in 1992. The biggest gap found was within managerial staff, where females
earned an average of 47% of men, and professionals, 64.2%. Gender differentials became

% Terry Mckinley and Diana Alarcén: “Widening Wage Dispersion under Structural Adjustment in Mexico”, in
Conference on the Impact of Structural Adjustment on Labour Markets and Wages Distribution in Latin America, (San José
Costa Rica, 1994), p.18.

“ ENESTYC survey, tables 260 and 261.
*! Terry Mckinley and Diana Alarcén, ibid.

“2 Brian G.M. Main and Barry Reilly: "The Employer Size-Wage Gap: Evidence for Britain" in Economica (1993)
60, 125-42; Brown, C. and Medoff, J.: "The Employer Size-Wage Effect" in Journal of Political Economy (1989), 97, 1027-
59.
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‘ smaller within lower occupations: unskilled females’ average remuneration was 73 % of male
and 70% for semi-skilled workers (Table 11).

Figure 12.  Average monthly remuneration paid by occupational level, 1992 (current
pesos)
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i Source: ENESTYC tabs 140b & 251.

Figure 13.  Average monthly remuneration paid by size of establishment, 1992 (current
pesos)
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Source: ENESTyC tabs 140b & 251.

3 Gender differentials are discussed in another forthcoming paper: G. Moreno Fontes, "Women Industrial Workers
in an Opening Economy; the case of Mexico".
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C. Flexible remuneration: overtime, fringe benefits, bonuses, profit sharing and other
social benefits :

In 1992, average wages and basic salaries represented 76% of total remuneration for
workers of all occupational categories; while flexible wages accounted for the remaining
24%. This 24% can be divided into: 3% overtime, 17% fringe benefits and 4% other
remuneration (productivity, quality, attendance and punctuality, profit sharing and other
social benefits).

These percentages varied by industry division. For example, the proportion of wages
and basic salaries in total remuneration was very low in export-oriented industries like the
basic metals industry (only 69%); while fringe benefits represented 24 % (compared to 17%
average), overtime 4% and other remuneration 4%. The metal products, machinery and
equipment and the chemicals industry also provided a high percentage of fringe benefits,
overtime and of other remuneration; while its wages and basic salaries were lower than the
average. On the other hand, other non-export industries like the wood industry had a high
proportion of their remuneration (84 %) as wages and basic salaries and a low proportion as
fringe benefits (12%), overtime (2%) and other remuneration (2%) (Table 12). With the
exception of the textiles industry, export-oriented firms provided a lower proportion of
remuneration (28% on average) in basic wages and salaries than non-export establishments
(19% on average).

i. Bonuses

As mentioned before, within the classification of “other remuneration”, the survey
collected information on the incidence of three kinds of bonuses (productivity, quality and
attendance and punctuality), as well as profit sharing and social benefits. Employers
responded that in general, attendance and punctuality were the most frequently offered
bonuses, followed by productivity bonuses, and then quality bonuses.

Attendance and punctuality bonuses were found most frequently in the case of the
metal products, machinery and equipment industry, then, in the food, beverages and tobacco
industry, and least, in the chemicals industry. Productivity bonuses were high in metal
products, machinery and equipment, in the textiles industry, in chemicals and finally in the
food, beverages and tobacco industry. The quality bonus share was also highest in metal
products, machinery and equipment, in the basic metals and in the chemicals industry
(Table 13).

The emphasis on making wages more flexible was shown to be more important in
those industries with a production strongly destined to the domestic market and /or to those
export-oriented industries more exposed to liberalization measures.

By size of industry, it was large (47%), then small (31%), medium (16%) and lastly
micro (6%) establishments that gave the highest percentage of all three types of bonuses.
ii. Profit sharing and other social benefits

Profit shares and other social benefits represented, in 1992, 52% of non-wage
remuneration. Some other social bepefits obtained by workers were: supplies, aid for house
rent, aid for transport, aid for school material, aid for food, savings fund, and life insurance.
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In the case of clerical workers, 6.7% received money for supplies, 5.8% were paid a life
insurance, 5% obtained a savings fund, 4.4% received aid for food, 3.1% received aid for
transport, 2.8% got some aid for school material and only 1.3% obtained aid for house rent.

A higher proportion of production workers received these social benefits than clerical
workers. This is probably because their basic wages were also lower than clerical workers’
wages, so they were compensated with more flexible remuneration. Nine percent of
production workers received money for supplies, 8.2% were paid a life insurance, 6.7%
obtained a savings fund, 10.9% received aid for food, 6.7% received aid for transport, 5.1%
received aid for school material and 3.3% received aid for house rent.

Large establishments offered more social benefits than medium, small and micro
establishments. But large, medium and small-size establishments usually provided their
workers with life insurance, and a savings fund; while micro-size establishments provided
their highest share of additional benefits in aid for food. This is not surprising given that most
micro establishments are owned and run within family circles on a paternalistic basis.

Mexican establishments are obliged to share their profits with their workers. But there
are many firms that avoid this law in practice. In 1992, the average percentage of profits
shared among workers was positively related to the size of the firm: the larger the firm, the
higher the profit share (9.1% in large and 7.6% in micro). The four industries that gave the
highest proportion of profit shares belonged to the group of export-oriented: chemicals, basic
metals industry, the metal products, machinery and equipment industry, the textiles and the
paper (Table 14).

In general, the pattern keeps repeating itself (with the exception of the paper industry):
those industries that have been successful in competing with foreign products and/or which
have industrial branches destined to export part or most of their production are the ones that
have been introducing more flexible types of remuneration.

6. Employment status flexibility in an export-oriented economy

Employment status flexibility varied from contract to contract since employers started
practising an individual way of hiring workers. From one worker to the other, labour hiring
conditions could differ as the night and day.

Those employers that answered the ENESTyC survey did not report having a big
number of workers hired or contracted under a flexible employment status (non-waged, casual,
‘subcontracted, and hourly-paid work). According to the survey only 16% of manufacturing
workers had a flexible form of employment status (Figure 14).

One of the reasons for this could be simply that these forms of employment are not
important in the Mexican manufacturing sector or maybe that employers just did not report
them because it is still illegal to hire workers without providing them with the necessary
benefits required by the law. A third reason why the way of contracting or hiring workers has
not been flexibilized more could be that wages are so low that establishments do not need to
adopt other employment practices in order to maintain or increase profits. According to other
sources though, there has been an increasing prevalence of precarious forms of employment in
the manufacturing sector, although their growth has been less marked than that of wage
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flexibility. Hence, employment status flexibility seems to be lower in Mexico compared to
wage flexibility. Still, Mexican employers’ seem to be following the international trend of
adapting workers’ employment status in order to minimise costs and raise productivity and the
proportion of the workforce affected is increasing.

As explained before, a secure wage, work status, employment stability, worker
protection and labour security are guaranteed by Mexican law for permanent and temporary
workers. These rights are not covered, though, for the growing number of casual or
subcontracted workers, or those remunerated by the hour and non-remunerated. Employers
that hire employees under flexible conditions have the liberty to make the adjustments they
consider necessary whenever they believe that is suitable and required by a free labour
market.

Lately, there has also been a trend in Mexico towards the reduction of employment
categories in most establishments. Workers are not usually very bhappy with this policy
because it often also means more responsibilities and work for the same pay.*

Figure 14. Distribution of employment by employment status
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A. Non-wage labour

Non-wage labour is a type of employment status flexibility that was not found to be
very important in Mexico. In 1989, the percentage of non-wage workers according to the
survey was 2.3% of total manufacturing employment. Two years later, the percentage had
increased slightly to 2.4%, a modest share (Table 15).

# Marifa de los Angeles Pozas: “Modernizacién de las Relaciones Laborales en las Bmpresas Regiomontanas™ in
Ajuste Estructural, Mercados Laborales y TLC, ( op.cit), p.369-370.
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If non-wage workers are divided by occupation, the majority were concentrated in
managerial posts (51% in 1989 and 50% two years later), or as unskilled workers (33% and
32%) (Table 16). The majority were also found in micro establishments (probably as owners
and family members), where they represented a 14.7% of total employment in 1989 and
13.3% in 1992. In large, medium and small establishments the percentage was mnot
significant.

By distribution of industrial sector, in 1989 the largest percentage of non-wage labour
(43%) was in the food and tobacco industry, 15.2% in the metal products, machinery and
equipment industry, 14.5% in the non-metal mineral products, and 12% in the textiles
industry. In 1992, the percentages in the foods industry had gone up by 3 percentage points;
fallen slightly in the other two industries (Table 17).

The number of non-wage workers in the survey is low. Why is this, if the 1989
industrial census registered that 5 of every 10 persons working in the textiles industry, for
example, did not receive any remuneration at all?*® Probable reasons for this low percentage
is that persons answering the survey did not want to declare their non-remunerated workers
because they did not want to mention that they were not paying their workers or because they
thought that family labour was not supposed to be included in the survey resuits.

B. Casual labour

Mexican establishments have started relying more on casual labour,* than permanent
or fixed jobs, in order to reduce labour costs. Casual labour is the most common form of
employment status flexibility in Mexico. Some establishments have even fired permanent
workers, just to hire them several days later as casuals.” However, the ENESTyC survey
reported a slight decrease of casual workers from 1989 to 1992. This number represented
11.9% of the total number of all permanent, casual, non-remunerated and subcontracted
workers in 1989 and 11.7% in 1992 (Table 15). But, according to Gutierrez Garza (1992), the
actual figure is much higher: between 17 and 19% in the manufacturing sector and has been
increasing constantly since 1989.* The ENESTyC calculation for clerical and production
workers classified as casual agrees with Gutierrez Garza’s analysis: 18%. By occupation, in
1992 most employees with a casual status were unskilled workers (75%) and semi-skilled
workers (13%). There were no managerial workers working as casuals. The higher the
occupational level, the lower the percentage of casual workers (Table 16).

There was also a higher probability of concentration of casual workers in large and
medium-size firms. In large establishments their percentage share of total employment did not
change from 1989 to 1992 (13.4%). In medium enterprises the percentage share increased a

* UNAM-Facultad de Economia: Investigacion Econémica, (México), julio-sept 1992, no.185, vol. XL VI, p. 164.

% Casual labour is remunerated personnel with or without a written contract, working full-time or part-time for a
definite period of time or a specific task. Most of the time, casual labour are not covered by life insurance, vacations, and
retirement pension benefits. They normally also receive lower wages than fixed or permanent workers..

47 Esthela Gutiérrez Garza, ed-”La Crisis Laboral y la Flexibilidad del Trabajo 1983-1988”, in Testimonios de la
Crisis y los Saldos del Sexenio 1982-1988, (México, Siglo XX1, 1992) p.203.

“® Ibid, p. 213.
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little from 1989 (13.7%) to 1992 (14.4%). And, in small and micro-size establishments the
share fell. In general, there was not a big change in the distribution of casual workers from
1989 to 1992 in our survey.

The distribution of casual workers by industry in 1989 was high in the industry of
food and tobacco (27%), and in the metal products, machinery and equipment (29%), then in
textiles (13%) and in chemicals (10%). Two years later, the share went up slightly to 28% in
the food industry and to 31% in the metal products, machinery and equipment industry
(Figure 15 and Table 17). A high percentage of casual workers mainly in establishments that
are receiving foreign investment and that are increasing their GDP, as well as those with strong
domestic production and those that are facing a lot of foreign competition indicates employers’
preference to increase labour flexibility in all types of establishments.

Figure 15.  Percentage of casual workers by industry, 1992
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The main reasons given by employers for hiring casual workers were “variation in
production and/or demand”, then “bigger productivity” and “temporary replacement of
workers”. The main reason given varied by industry; for example, in the textiles, wood,
metal products and machinery industries the main reason expressed was “variation in
production and/or demand” while, in the food industry it was “temporary replacement of
workers”.

C. Labour subcontracting

Another form of employment status flexibility is labour subcontracting. * In the case of
the manufacturing sector two types of subcontracting have been identified: one in which
production is contracted out but raw materials are not provided and another in which raw

4 Subcontracted workers are personnel hired by a third party that works inside or outside of the establishment and
that are hired for a specific job. They normally receive a lower pay than a permanent or fixed-contract worker.
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materials and other inputs are provided. The first might be called horizontal subcontracting and
involves orders of goods regularly produced and sold by a firm to a variety of clients. The
second is called vertical subcontracting or domestic maquila and it consists of processing work
or production carried out for another firm under very specific contract arrangements, including
exact specifications regarding design and other products characteristics. Vertical subcontracting
results from a fragmentation of the production process in such a way that different parts can be
carried out by different firms. Some of the subcontracting arrangements are the result of the
need to replace imports with domestic production resulting from the need to lower production
costs.”

By subcontracting small and micro establishments, large and medium business could
reduce their imports and at the same time provide work to lower segments of production.
According to the ENESTyC survey subcontracting does not seem to be practised very often by
large and medium establishments of the manufacturing sector in Mexico probably because of
lack of productivity of small and micro establishments to provide the adequate services to larger
establishments. The percentage of subcontracted workers in the survey rose from 1.6% to
1.9% (Table 15). As in the case of casual workers, subcontracted workers were concentrated
in unskilled (46% of total in 1989 and 49% in 1992) and semi-skilled occupations (18% of
total in 1989 and 15% in 1992). The only difference is that there was a larger share of
clerical workers who were subcontracted (12 %) than casual workers (Table 16).

The subcontracted workers’ share of the total number of workers by firms’ size, from
1989 to 1992, stayed the same in large establishments (1.7%), and increased in medium-sized
firms, from 1.4% to 1.6%.

The labour subcontracting share of total employment in chemicals rose from 3.8% in
1985 t0 5.4 % in 1992 and in non-metal mineral products industry from 1.3% to 2.5%. In the
basic metals industry, the share decreased from 2.7% to 2.5% from 1989 to 1992. Again,
those industries with the highest inflows of foreign investment were the ones that requested,
more often, a subcontracted labour force in order to reduce labour costs (Table 15).

Subcontracted workers receive a lower pay than permanent or fixed-contract workers.
This is clearly the case with homework which is mostly done by women who receive on
average less than a third of the minimum wage.” Most of the subcontracting is illegal since
firms do not provide subcontracted workers with the social security benefits required by law.

The main reasons stated by employers for subcontracting a bigger proportioh of
personnel are: 1. the lowering of fixed costs, 2. avoidance of problems associated with
fluctuations of production, 3. avoidance of labour conflicts and unionisation.®

Subcontracting permits the shifting of employment toward the more informal, or
underground, segments of the economic system, thereby providing a way to escape state
regulations on production and market transactions, union contracts, taxes and fringe benefits.

*® Lourdes Benerfa: “Subcontracting and Employment Dinamics in Mexico city” in The Informal Economy Studies in
advanced and less developed countries, (Baltimore and London, The John Hopkins University Press, 1989), p.175. .

> Lourdes Beneria, p.179.
%2 Ibid, p.183.
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Subcontracting provides for a great deal of flexibility in expanding and contracting productive
capacity in the small-business sector. So, the most positive aspect of subcontracting is that it
stimulates the development of small and micro business.”® The development of micro and small
establishments should be promoted in Mexico in order for them to be able to provide a larger
number of services to bigger establishments.

D. Hourly-paid workers

Very few workers are recruited for a few hours at a time and paid on an hourly basis
in the Mexican manufacturing sector according to the ENESTyC survey. In 1992, the number
of workers remunerated per hour represented only 0.1% of the total number of workers.
(Table 15) The percentage was bigger in small establishments than in micro, medium and in
large establishments. '

7. Employment forecasts

The ENESTyC survey asked also several questions about the expectations of employers
in the near future. One of the main desires expressed by many firms hoping to increase
employment in the future was to innovate in order to be able to withstand competition within
the national market and at the international level. Most industries mentioned that they would
increase their level of employment if they introduced new products, if labour was
reorganised, if new technology was introduced, if there was a positive variation in the level of
production and/or demand, or if the capacity of the establishment was enlarged. Employers
considered labour reorganization second in importance.

In all sizes of establishments, the main reason given for planning to increase the level
of employment was, again, the introduction of new products. The proportion was higher in
large establishments than in the micro establishments. Establishments from all industries and
sizes’ responded that employment growth was going to be subject to the fact that they adapt
promptly and properly to new market demands.

When asked about the main reason for reducing employment in the future, most
industrial employers gave as their main answer the negative variation in the level of
production and/or demand. The second most important response given was the lack of new
technology. Both of these reasons reveal establishments’ urgency to restructure quickly in
order to withstand competition from more powerful trade rivals.

Small and micro establishments expressed a higher preoccupation about their future
because of negative variations in the level of production and/or demand and their lack of
means to introduce new technology. Employers from the smaller establishments expressed
more concern than those from the bigger establishments on the importance of acquiring new
technology, due probably to their fear of being thrown out of the market by stronger and
more competitive firms. '

Overall, the main employment problem expressed by employers was financial and
economic, followed by low productivity, and third, lack of skilled workers. Those

%3 Ibid, p.184.
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establishments that were introducing new technology or new labour relations in the
productive process increased the technical knowledge required of their workers. There was a
tendency expressed to demand higher skills from workers in those industrial branches that
introduced labour flexibility and new technology.

The food and beverage industry was the one most worried about financial and
economic matters, followed by the non-metal mineral products, the paper, the chemicals and
finally, the metal products and machinery industries. Low productivity was expressed as a
concern mainly by the textiles and wood industries.

If this problem is considered in relation to the size of the firm, micro establishments
were more worried about financial and economic problems than small, medium and large
establishments. Micro establishments also expressed more concern for low productivity than
the other three sizes of establishments. The opposite relationship was found on the question of
lack of skilled workers. Only 12% of micro establishments thought that this was important,
while between 33% and 34% of small, medium and large establishments considered the lack
of skilled workers important. This is surprising because it is micro establishments that have
had the greatest difficulty in adapting to market demands because of lack of human resources.

In general, export-oriented employers were optimistic and were expecting a growth in
employment in the years to come. The higher the national market share and the larger export
sales, the higher the probability expressed by establishments for employment growth. -

8. Conclusion

In Mexico, a labour crisis has existed since 1982, which has become even more acute
after the acceleration of liberalization and opening up of the economy in 1989. Workers have
been losing ground in terms of standard of living and working conditions. Unemployment
and underemployment rates have been increasing and the informal sector has been growing at a
very fast rate. The search of productivity and reduction of labour costs consists very often of

the closing of establishments, precarious utilization of the labour force and the reduction of
wages.

Manufacturing employment has declined in large establishments and export-oriented
industrial branches. A factor that seems to play a role in the level of employment is whether
that industry faces competition from foreign products and if it is ready to compete with those
foreign products. Also, if that industry still needs to restructure introducing innovative
technology and adapting work conditions to the market needs or not. But, in general, it seems
that if domestic production was important and if it did not face competition and if those
industries were labour-intensive, then employment was reduced very slightly. On the contrary,
if that industry was destining a big part of its production to exports or was in a process of
restructuring (the case of the basic metals industry) then there was a substantial reduction of
employment within that industry.

As it was seen, those industrial branches that are facing competition internally and
whose production was not able to compete with foreign products reduced employment. Trade
liberalization has called for greater specialisation and productivity and the majority of
Mexican industry needs technological and financial assistance in order to restructure its
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productive apparatus quickly and meet the challenge of competing nationally and
internationally with much more advanced countries. The ENESTyC survey reported a low
investment in technology acquisition. At the time of the survey (1989-1992), a large number
of enterprises were being obliged to close their doors because they were unable to withstand
market changes. Others that did not have the means to restructure their industrial apparatus,
but which were able to stay in the market, tried to increase the flexibility of labour in terms
of wages and employment status.

A trend that was very clear in the study is that the most common way in which labour
flexibility was implemented was by adapting wages to market demands. Employers were
encouraged by government policy to pay a very low wages and to adjust other wages
according to their own criteria. In fact, they tried to increase profits by reducing wages and
did it to the detriment of their workers’ standard of living. In 1992, the majority of
manufacturing workers received between two and three minimum wages. Yet, more wage
differentials were created which intensified inequality and concentrated wage income among the
higher income earners.

In the survey, export-oriented firms had a bigger proportion of flexible wage
components than non-export establishments. The emphasis put on compensating workers in
order to obtain a highly productive labour force was shown to be more important in those
industries introducing or hoping to introduce competitive products into the national market
and in those highly and medium export-oriented industries more exposed to liberalization
measures. In general, export-oriented firms also paid higher average wages than other
industries, but wage compensation was not equally distributed. More wage differentials have
been created intensifying inequality between manufacturing workers and concentrating high
wages among managerial and professional. There was also a direct relationship between size
of firm and the level of remuneration; the smaller the establishment, the lower the
remuneration offered. Another interesting finding is that, most probably, the policy of
keeping wages down has had a positive aspect in that it may have restricted a massive
retrenchment of workers and more unemployment.

Hence, employment status flexibility in the manufacturing sector does not seem to be
very important or at least has been applied in a lower degree than wage flexibility. A probable
reason for this is that real wages have gone down so much that establishments do not need to
manage labour in other ways, in order to obtain profits. A secure wages, work status,
employment stability, worker protection and labour security are guaranteed by Mexican law
for permanent workers. These rights are not covered, though, in the case of the growing
number of casual or subcontracted workers, or those remunerated by the hour. Employers
have obtained since 1989 more liberty to hire employees under flexible conditions and have
been making the adjustments they consider necessary whenever they believe these adjustments
are suitable and required by a free labour market.

The most common intra-firm form of flexible employment is casual work. Mexican
employers have started relying more on casual labour than on permanent or fixed jobs in
order to decrease labour costs. Casual workers represented 18% of the total number of
employees in 1992 and their number was increasing. Export-oriented firms hired a higher
percentage of casual workers than did domestic production-oriented establishments. Non-
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remunerated, subcontracted and remunerated per hour workers still represent a low
proportion of total manufacturing employment according to the survey results.

Labour flexibility appeared to be a way of obtaining a comparative advantage that
could help firms improve labour force productivity and reduce labour force costs. As it was
seen before, in general those industries that are practising more wages and employment status
flexibility are those export-oriented and capital-intensive industries that are at the same time
reducing employment the most. In certain sectors of the manufacturing industry, where wages
and employment status flexibility was more common, labour flexibility did not seem to have
had a positive effect on employment Could it be concluded that the liberalization of the
Mexican economy besides promoting wages and employment status flexibility has also had a
negative effect on manufacturing employment?

There was a direct relationship found between size of establishment and export sales
in 1992: large establishments destined a bigger part of their production to the international
market. Actually, it was mainly bigger and stronger firms that could restructure quickly,
obtain new technology, and introduce competitive products that profited from the opening of
the economy by increasing their export sales and modernising their productive apparatus
quickly. As export-oriented and mainly large industries seem to be prospering rapidly and as
NAFTA will improve their chances and reduce the chances of others, trade liberalization
policies seem to be benefiting only a small part of Mexican manufacturing industry.

The neo-liberalization model seems to promote the opening and development of large
and strong economic units (mainly those destined to the export-market), and forgets about the
development of small and micro establishments. Most of those that are on the “winner side” are
capital intensive and require a smaller labour force than old industry. The whole process is
creating accumulation of capital, centralisation and the promotion of oligopolies. As a result, the
new model is reinforcing gross capital and big trusts and weakening those that have very little
or the “losers” of the game. The large benefits obtained by the most protected sectors of the
economy do not trickle down in the form of higher wages to workers. Will this imbalance could
be compensated in the future? Would more jobs and better wages materialise provided the

country stays this course and starts producing a bigger proportion of competitive products for
the national market?

The Government announced in 1994 that it will undertake a major labour law reform,
particularly in the areas of hourly pay, dismissal compensation and flexible work rules to
provide employers with more liberty to adapt workers’ wages and employment status because
some employers complain that the Mexican labour market is still too rigid. How will these
measures affect the impoverished Mexican worker?

At the moment, the Mexican Government continues opening its borders to foreign
products and further reducing import barriers. There is no policy to assist establishments not
able to restructure their industrial apparatus. The Government has been withdrawing and
letting the economy “laissez-faire”. It has reduced its public expenditure and the limited funds
destined before to finance manufacturing firms in distress are no longer available. Funds
destined for training and education have been also cut. In addition, there is a lack of schools that
provide technical and specialized training. Also the investment in industrial and scientific
research is very low. Will these policies increase workers® vulnerability? What will happen to
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small and medium-size establishments that were able to stand competition until now? Will this
lack of institutional aid create more closing of establishments, unemployment and by
consequence more poverty?

The promotion of more training and the providing of more technical education should
be essential answers to the adaptability of workers to the globalization of Mexican economy
instead of just trying to solve the problem by flexibilizing the labour force conditions. The
designing of an efficient economic policy aimed at a positive utilisation of the labour force
should be a must to the government. Instead of reducing training, the improvement and increase
in number of official and private training and technical education programs should be promoted.
The Mexican Government should put more emphasis on these two issues since they represent
the best chances for the recovery of the purchasing power of the majority of the labour force. It
could also represent in larger terms an impulse for the promotion of economic growth. A well-
trained labour force could probably also improve workers’ wages. The governement should not
forget that workers also represent the national market consumers.

Another important factor to consider is the encouragement (as much as possible) of the
development of micro-sized establishments and the creation and establishment of labour-
intensive industries that can provide as much work to Mexicans as possible. The rapid increase
in the number of the labour force requires it. A large scope of action seems to be open to raise
productivity and quality. The Government should put more emphasis in the organization of
programmes (maybe with funds from larger establishments) aimed at modernising industrial
relations and the promotion of policies to lend support to small and micro establishments.

The Mexican Government says that economic development and living standards
should benefit in the long run from more investment from, and trade with, the United States
and Canada and from the resulting enhanced competitiveness. It also says that wages should
start rising, since NAFTA’s parallel agreement on labour calls for a gradual improvement of
Mexican wages. The findings from the 1992 survey will help provide a benchmark against
which the results from increased openness and decreased labour market rigidities and
protection can be compared in the future.
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Appendix

Industrial classification used in the survey

The food, beverages and tobacco industry covers 13 industrial branches: meat;
manufacturing of dairy products; *manufacturing of canned food, grinding of cereals and other
agricultural products, manufacturing of bakery products, grinding of corn and manufacturing of
tortillas; manufacturing of oils and fats; sugar; manufacturing of cocoa, chocolate and candies;
manufacturing of other food products for human consumption; manufacturing of food products
for animals; beverages and tobacco.

The textiles, garments and leather industry comprises: *the production of hard fibres
and cords; *the spinning, weaving and finishing of soft fibres; manufacturing of textile
materials; manufacturing of jerseys; manufacturing of garments; *leather, furs and its
derivatives and shoes.

The wood and wood products industry embraces: the manufacturing of sawing and
carpentry products, *manufacturing of wood packages, other wood products and cork;
manufacturing and repairing of wood furniture.

The paper and paper products, printing and publishing industry comprises: the
manufacturing of cellulose, paper and its products and the printing and publishing house
branches.

The chemical substances, and coal derivatives, rubber and plastics industry covers:
the *manufacturing of basic chemical substances; *artificial and synthetic fibres;
pharmaceuticals; the manufacturing of other substances and chemical products; rubber and
plastic products.

The non-metal mineral products industry embraces: pottery and ceramics; *the
manufacturing of clay for construction; *the manufacturing of glass and glass products, and the
manufacturing of cement, lime, plaster and other products.

The basic metals industry covers *the iron and steel and the *basic non-iron metals
branches.

The metal products, machinery and equipment industry comprises: the melting and
moulding of iron and non-iron metal pieces; manufacturing of other metal structures, tanks and
industrial boilers; manufacturing and repairing of metal furniture; manufacturing of other metal
products; *manufacturing, repairing and assembling of machinery for special uses;
*manufacturing, repairing and assembling of machinery for general uses, *manufactiring and
assembly of office, processing and computer equipment; *manufacturing and/or assembly of
machinery, equipment and electrical appliances; *manufacturing and assembly of radio,
television and communication electronic equipment; *manufacturing and assembly of
household appliances; *the automotive industry; *manufacturing, repairing and assembly of

- transportation and equipment parts; *manufacturing, repairing and assembly of instruments and
precision equipment.

Note: *export-oriented industries destine more than 10% of their production to the
international market
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