
Foreign Direct lnvestment 
In the Zedilla Administration 

I 
nterest in foreign invesrmenr, parcic

ularly portfolio investment, is high 

roday because it is exrending che 

process of globalization. What is more, in 

chis process, foreign direcc invesrmenc 

(FDI) has caken a back sear to foreign port

folio invesrment (FPI), more characceris

tic of globalizarion, while rhe former is 

more fragmenred. This is relared to rhe 

very narure of borh kinds of capital: FPI is 

more shorr rerm, renrier and absolutcly 

mobile thanks to che rechnology of fi. 

nancial services; FDI is long rerm, aimed 

ar infrasrrucrure, which is more useful 

for development. 

From che onset of Miguel de la Ma

drid's neoliberal economic policy in 1982 

unril 1988, foreign capital had complete

ly complied wirh ali chese hyporheses. 

Even though sorne adminisrrarions had 

cried to amacr more FDI chan Fl'I in an 

efforr to creace jobs, modernize infrasrruc

ture, increase savings and, above ali, con

tinue Mexico's developmenr, ir has been 

a difficulc, ofren even bloody, efforr be

cause of che adverse, conrradictory effeccs 

like rhe grear Mexican crisis of 1994-1995 

and che first financia! crisis of globaliza

rion, che "Tequila Effecr." 
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From che Salinas de Gorcari adminis

rration on, foreign invescment in general 

began to have more weight in rhe narion's 

economy, so much so thar by 1989 ir had 

already surpassed early government pre

dicrions. 

Financia! and legal policy srrarcgies 

were changed to arrract foreign invest

ment. For example, rhe December 1993 

Law on Foreign lnvesrment (replacing 

rhe May 1989 regulacions) merely legal

ized what was already happening. This, 

in addirion ro a drascic trade opening, 

made Mexico rhe main magner for for

eign capital in Latín America, somerhing 

which has changed under che current 

Zedilla administracion. 

Mexican FDI, in addition to being pare 

of economic policy of che last three admin

istracions, including Zedillo's, has been one 

of che main financia! supportS from abroad, 

second only to the foreign debe. The coun

rry, rhen, has gone through che rwo main 

financia! ways of becoming pan of che in

cernational economy: indirect capital (for

eign debe) and direcc capital (FDI). These 

rwo forms have also been determining fac

tors in the economic history of che lasr 30 

years wich regard ro the Uniced $caces, given 

rhar since the 1970s, che U.S. has been 

Mexico's main creditor and crading parrner, 

as well as its largest foreign invescor. This 

siruarion has escalared since 1994 when the 

Nonh American Free Trade Agreemenr 

(NAFT'A) wenr imo effecr. 

ACCUMULATED FDI IN MEXICO 

( 1994-1997) 

From January 1994 to December 1997, 

FDI in Mexico carne ro U.S.$42.7199 bil

lion, distribuced as can be seen in Table 1. 

Compared to che Salinas administration, 

FDI in Mexico in chis period is quite high 

and shorrer term since during the entire 

previous administracion, jusc over U.S.$50 

billion in FDI carne into the counrry. 

ÜISTRIBUTION OF FDI BY SECTOR 

1 n che 1994-1997 period, FDI was disrrib

uted by sector as shown in Table 2. 

In chose sarne yea.rs, che manufacrur

ing, commercial and financia! services sec

rors received the greatesr arnounr of FDI, 

as is reflecred in each year's results, since 

rheir performance was che most dynarnic 

and imporcanc ro rhe nacion's economy. 

In che subsecrors of social and profes

sional and financia! services, communica

cions and transporcarion, FDI went mainly . 

into insurance and bonding, which cap

rured 53.9 percenr; restaurants and hocels 

artracted 20.2 percent; professional, rech-
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nical and specialized services, 10. l percenr; 

renced real estate, 5.8 percenr and "others," 

1 O percenr. 1 This rneans rhac in services, 

che financia! subseccor has acquired an 

irnporcanc presence in Mexico's econorny, 

parcicularly because of che consequences 

of che councry's recurrenr financia] crises. 

rn1 BY CouNTRY 

ANO EcoNO.MlC BLOC OF ÜRIGIN 

Frorn 1994 ro 1997, "mi carne mainly 

from che Uniced Scaces, wirh 84.6 percenr 

of rhe toral; chen carne Canada, with 0.7 

percenr; followed by Greac Bricain, wich 

0.5 percenr; Gerrnany wirh 0.4 percenr; 

and France, wich 0.2 percenc."1

Alchough Canada is a NAI-TA parcner, 

ics direcr invescrnenc in Mexico is nor 

nearly as significanc. This does not mean 

chac Canaclian FDI is noc imporcanr, as in 

1997 ir reached 12.l percenr, -0.7 per

cenr less chan in 1996. 3

lf we review FDI in Mexico in the 

sarne period by econornic bloc of origin, 

we find che following: total accurnulaced 

FDI was U.S.$32.5078 billion; frorn Norch 

Arnerica (che Unired Scares and Canada) 

carne U.S.$19.5078 billion (see Table 3); 

from che European Union, U.S.$6.9959 

billion; and fi-om "ocher seleaed counrries," 

including Japan, Souch Korea, India, che 

Durch Anrilles, Panarna, che Caiman 

Islands, ere. (sorne of which are in che 

Asian bloc. and ochers in Larin Arnerica 

or rhe Caribbean), U.S.$5.3946 billion.4

I want ro emphasiz.e che FDI in Mexico 

in che period frorn 1994 ro 1995, in che 

framework of NAITA. Analyzing ir during 

che neoliberal period is quire cornplex 

because invescmenrs coincide wich peri

ods of che sharpesc crisis srernming from 

Table 1 
Foreign Direct lnvestment in Mexico• 

(M1llions of Dollars) 

1994 1995 1996 19971 Accum 
Sector 1994-19971 

Amount % Amount % Amount % Amount % Amount % 

Total 14 703.5 100 0 9270.5 100.0 8 168 8 100 0 10 015.0 100.0 42 719 9 100.0 

RNIE" � 10 180.3 692 7 6634 82 7 6 121 9 74 9 7 980.1 79.7 31 507 8 761 
Maqu1lador as. 

RNIE 9403.3 640 6564.8 70.8 5 174_3? 633 68581 685 28 562 6 669

Maqu11adoras 777.0 51 1098.6 11.9 9476 11 6 11220 11 2 3 945 2 91 

Remmtment of 2366 6 16.1 1 586 3 17 1 2 OSO.O 25.9 2 150.0 21 5 a 1s29 19 1 
Prof1ts 

Interna! Company 2 156 6 14 7 20.8 0.2 -31 0 0  ·115.1 ·1 2 2 059 2 48
Accounts 

• figures repo11ed December 31. 1997
•• Nauooal Fore<gn lovestment ReglSlly IRNIE)
1 figures for January-Oecember 1997
1 From Jonuary 1, 1994, to Oecember 31. 1997
J Th� figure IMII grow as mvestrnents made ,n 1996 conunue to be reponed to the Nat,onal foreign lnvestrne<1t Regstry. BdSed on
ex1St1n9 1rends. once lhe l!pOITing process � a.er. lh� amount � expeaed to be clase to the U S S66218 b,lhon 1r,,esied in 1995

Sourte: Dore<coón General de lnvers,ones Extran¡eras, S!COll.

Table 3 
Foreign Direct lnvestment in Mexico from North America (1994-199n

(M1lhons of Dollars) 

Penod Total FDI AII of North Amenca Canada Urnted States 

1994 10209.6 5306.9 741 1 4565.8 
1995 7720.4 5055.1 165 7 48894 

1996 6597 7 4840.1 4930 43473 1 1 

1997 7980.1 4775 0 1020 4673 O 

Soun:e: o,rección General de lnvffllÓn Extran¡e,a, S!Con (Jonuary-Oecember 1997) 

che inflow and outflow of speculacive 

capital aimed ar stock markers and porcfo

lio investrnenrs, bue noc ar production, and 

from soaring inrerest races in Mexico which 

made ir possible ro compete for capital. 

Three poincs should be caken inca 

accounr here: a) Mexico's economic crisis 

began befare NAITA carne inro effecc; b) 

whac ir meanc far NAI-TA ro come inco effea; 

and, c) che December 1994 ro 1995 crisis. 

Overall foreign invescmenr closed 

in 1994 ar U.S.$ 16. 1658 billion, of 

which U.S.$7.9796 billion was FDI and 

U.S.$8.1862 billion was porcfolio invesc

menr. 5 As we can see, in cha e year, porr

fol io invescmenr exceeded direct invesr

menr, which has been poinced to as one

of che causes of the deficit of che crisis. in

addicion ro che balance of paymenrs de

ficir, which added ro che deficic in che



Table 2 

Foreign Oirect lnvestment by Economic Sector 1 

(M1llions of Dollars) 

1994 1995 1996 1997 1994-19972 

Sector 
Amount % Amount % 

Total 10 209 6 7 720.4 6 597 7 7 980.1 100.0 32 507 8 100 0 

Agriculture 7 9  9.0 28.0 4.3 O 1 49.2 0 2  

M,mng 87 6 79.0 82.4 56 1 0.7 305 1 0.9 

Manufactunng 5 9173 4 372.9 3 812 4 4 941.5 62 O 19 044.1 58 6 

RNIE' + 5 140.3 3 274.3 2 8648 3819.5 47.9 
. 

15 098.9 46.4 

Maqu,ladoras TT70 1 098.6 947.6 1122.0 14.1 3 945.2 12.l 

Electnclly & Water 15 2 2 1 11 1 O 0 0  19.4 0-1 

Construct10n 258 1 25 3 23 3 49 8 0.6 356.5 1 1

ComerclO 1 245.1 933.1 631 7 1 5568 19.5 4 366.7 13.4 

Reta,I & Wholesale 591 9 860 9 403 5 474 6 5 9  2 330.9 7 2 

F1nanc1al Ser, 3 950 8 1 060.4 1 180 2 532 t 6.0 3 723 5 l l.5 

Sooal & Prof Serv' 1 135 7 377 7 435 1 363.9 4 6  2 312.4 7 1 

• Nat,onal fore,gn lnvestment Reg,stry IRNIEl 
1 lncludes ,nvestments reported to the Nat,onal fore,gn lnvestment Reg,suy (RNIE) by December 31. 1997, plus ,mports of ftXed 

assets by maqudadoras 
11 does not 1nclude reinves1ment of profns or mternal company accoums. since this intormation is not ava1lable di,saggregated by 
seaor 

2 from January 1. 1994, to Oecember 31, 1997 
3 F1naoc1al ser.11Ces, management serv1ces aod rentals of real estate and other goods 

' Social and profess1onal serv1ces hotels and restaurants, professional, techmcal and personal servtces 

Source: 01rección General de 1nvers16n Extran¡era. SE(OFt. 

Table 4 

Distribution of FDI by State• (1994-1997) 1 

(M1lhons of Dollars) 

State Amount Percentage 

Federal DIStnct 21 083.9 64 9 

Nuevo león 3 722.7 11.5 

Chihuahua 1 471.0 4.5 

BaJa Cahforn,a 1 417 1 4.4 

State of Mex,co 1 318.0 4.1 

Tamaulipas 756 5 2.3 

Sonora 355 6 1.1 

• lnclu�s 1nvestments reponed to the NatlOllal Fore1gn lnvestment Registry (RNIE) by December 31. 1997. plus ,mports of fixed 
assets by maqutladoras. 
lt does not mc!ude remvestment of pmf1ts or interna! company accounts, smce 1h1s informauoo 1s not ava,lable d1saggregated by 
state 

1 Figures for January 1 to December 31. 1997. 

Sourt.e: Djrecoón General de 1nverSl6n ExtranJera, SECOF4. 

capital account (especially foreign capital 

invested in portfolios, che srock market 

and government bonds which are shon

term and volacile), ali of which had a ne

gacive impact on hard currency reserves, 

sparking the devaluacion of Mexico's peso. 

By June 1995, foreign investment had 

dropped, parcicularly porcfolio invest

ment: in che first quarter of 1995, FDI was 

U.S.$606.9 million, while portfolio invest-

menr had dropped co U.S.(-)$7.6657 bil

lion, which made for a negative rotal of 

U.S.(-)$7.0588 billion. This is where we

can see that porcfolio investment had a se

vere effect on che capital account and, ac 

che same time, on che foreign debe due

co capical flight becween Decernber 1994

and June 1995 through interese paymenrs

and, above all, payments to holders -most

ly non-Mexicans- of srocks and govern-

ECONOMY 

mene bonds. Almost 27 percent of the 

equicy in the Mexican Srock Exchange 

is conrrolled by foreign investors and 

U.S.$31 billion of a total of U.S.$50 bil

lion in FDI in Mexico (62 percent) comes

from the United Scares.6

Accumulated foreign invesanent until 

1999 wenc clown U.S.$9.547 billion, be

cause alrhough hard currency did come in 

direccly, U.S.$11.446 billion in portfolio 

investment left. Before the December 

1994 crisis, the historie high of U.S. invest

ment in Mexico had been U.S.$28.6203 

billion, or 62.6 percent of ali foreign in

vescments in the counay. Canada's historie 

high had been U.S.$670.1 million, 1.5 

percent of the total. Until 1994, then, in

vesrmenr from North America in Mexico 

was 64.8 percent of the total. 

If we look at the figures in absolure 

cerms, we mighc think that investment 

by our North American parmers in Mex

ico has been favorable, bue che truth is 

chat just when NAFTA carne into effect in 

1994, both coumries' invesanem dropped. 

By contrast, invescment by other coun

rries like England, Germany or Japan in

creased. We can interpret chis in severa! 

ways: a) rhe crisis attracred an increased 

direcr capital invescment from other parrs 

of che world; b) Mexico's participation in 

NAFrA (1994) spurred an increased direct 

and indirect capital investmem from the 

Uniced States and Canada although a year 

before, in 1993, when invescment was the 

highest, rhe United Srares participated 

with 71.5 percent; and c) credic-indirect 

invescmenr capital increased, one exarn

ple being che financia! rescue package in · 

the füst months of 1995. 

There is no quescion chat beginning 

wirh the crisis, from December 1994 to 

mid-1995, most of rhe capital which 
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flowed into che coumry wenr into port
folios, and nor direct investmenrs: in che 
first half of 1995, U.S.$899 mi Ilion was 

channeled into direcr investmenr, only 
36.5 percent of ali flows rhe federal gov
ernmenr registered in che period, and only 

45 percenr of che toral reponed in che firsr 

quarter of 1994. The Banco de México 
(Mexico's central bank) reporred chac dur

ing rhe firsc six monrhs of che year, for
eign invesrors shipped U.S.$1.077 billion 
out of che counrry ro pay royalties, remic

rances, interese and ocher icems.7 Generally 
spea.king, in chis period, invesrors rook 
more money out of rhe counrry chan chey 
broughc in. 

During che Salinas adminiscration, FDI 

was given cerrain privileges. The ZediUo 

adminiscracion conrinued chis policy, and 

even obsessively soughc to atrract more 
foreign capital, despite momencary diffi
culcies because of the incernarional finan

cia! crises of che lasr few years, which have 
been not only recurring, bur of great impaa. 

FDI DISTRIBUllON BY STATE 

Mexico has 31 scates and a Federal Distria, 
ali wirh different levels of development 
and geographic, economic and policical 
specificicies. And the amounr of FDI chac 
each receives should be analyzed wich 
chis in mind (see Table 4). 

CONCLUSIONS 

Mexico's mam econom1c problems in 
1994 did not derive from che Chiapas 
conílict, nor from che death of Luis 

Donaldo Colosio (then-PRJ candidare for 
rhe presidency), nor from che kidnap-

ping of Mexican business magnates, etc., 
bue from the neoliberal model. le was in
capable of creating conditions for econom

ic growch in any nacion. The success sro
ries of sorne cow1tries' economies have 
nor been based eicher on chis model or 

on a selecrive economic opening ro che 

oucside. They have been based on broad 
incervention by che stace, rogerher wich 

che privare sector, in che economy, and on 
regularory mechanisms chat ensured che 
necessary macroeconomic and produc

tive condicions. Neoliberal policies are pare 
of che economic model of markec-orient
ed structural reforms through which che 
Mexican government has arrempred ro 

inserc Mexico in che world economy, reach 
the status of a Firsr World councry and 

maimain low inflacion and susrained eco

nomic growch races.8 However, an unpar
alleled recession and che devaluacion of 
che peso ar che end of 1994 meam chat che 

crisis deepened in 1995, manifesred main
ly in increased unemploymenr, inflacion, 
indebtedness, ere. 

Foreign invesanent in general dropped, 
wich a particularly severe plunge in direcc 
invescment. Portfolio investment (as we 

noted in che period scudied), however, did 
not decline, propitiating a wave of uncon
trolled speculation which had a negarive 
effect on nacional ourpuc. 

I 995 marked a new, sharper, scage in 
Mexico's crisis; since 1994, economic and 
legal policy has tended to give favored 

rreatment ro foreign invescment, in accor
dance wich che Mexican governmenr's 
idea of not putting any obsracles or pad
locks on short-rerm invescment. Changes 
in the law in December 1993 made for 
more flexibilicy and increased possibili
ties for foreign investment in sorne srill
protecced secrors, like petrochemicals. 

NAFTA rules are imporranr poinrs in 
any legal analysis, particularly given rhat: 
a) i nvesrors from signer coun tries can sue

for dan1ages for violations of rreacy pro
visions; b) chere is a commitment to give
foreign invesrors from NAFTA countries

esrablished in Mexico local rreatmenr; c)
incernarional transfers and payments
made by investors may nor be slowed or

resuicred.
The internal weakness of che Mexican 

economy makes ic more susceptible ro 

externa! problems such as che mobilicy of 
foreign capital, above all when no attempt 
is made ro restricr or rax it, since U.S.$31 
billion could leave che country ar any time.9 

Even in chis context, President Zedillo has 
said chat Mexico has che capacicy ro <leal 

with economic globalization.10 l'íM
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