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The Pakistan Business Council: An Overview
The Pakistan Business Council (PBC) is a business policy advocacy forum, representing
private-sector businesses that have substantial investments in Pakistan’s economy. It was
formed in 2005 by 14 (now 60) of Pakistan’s largest enterprises, including multinationals,
to allow businesses to meaningfully interact with government and other stakeholders.

The Pakistan Business Council is a pan-industry advocacy group. It is not a trade body
nor does it advocate for any specific business sector. Rather, its key advocacy thrust is on
easing barriers to allow Pakistani businesses to compete in regional and global arenas.

The PBC works closely with the relevant government departments, ministries, regulators
and institutions, as well as other stakeholders including professional bodies, to develop
consensus on major issues which impact the conduct of business in and from Pakistan.
The PBC has submitted key position papers and recommendations to the government on
legislation and other government policies affecting businesses. It also serves on various
taskforces and committees of the Government of Pakistan as well as those of the State
Bank, SECP and other regulators with the objective to provide policy assistance on new
initiatives and reforms.

The PBC conducts research and holds conferences and seminars to facilitate the flow of
relevant information to all stakeholders in order to help create an informed view on the
major issues faced by Pakistan.

The PBC’s Founding Objectives:

• To provide for the formation and exchange of views on any question connected with
the conduct of businesses in and from Pakistan.

• To conduct, organize, set up, administer and manage campaigns, surveys, focus groups,
workshops, seminars and field works for carrying out research and raising awareness
in regard to matters affecting businesses in Pakistan.

• To acquire, collect, compile, analyze, publish and provide statistics, data analysis and
other information relating to businesses of any kind, nature or description and on
opportunities for such businesses within and outside Pakistan.

• To promote and facilitate the integration of businesses in Pakistan into the world
economy and to encourage the development and growth of Pakistani multinationals.

• To interact with Governments in the economic development of Pakistan and to facilitate,
foster and further the economic, social and human resource development of Pakistan.

The PBC is a Section 42 not-for-profit Company Limited by Guarantee. Its working is
overseen by a Board of Directors elected every three years by the Membership with the
Board being headed by a Non-Executive Chairman. The day-to-day operations of the PBC
are run by a professional secretariat headed by a full-time, paid CEO. More information
on the PBC, its members, and its workings, can be found on its website: www.pbc.org.pk
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The PBC’s Member Companies
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Executive Summary
This brief study on the United Mexican States is part of the research initiative taken
up by The Pakistan Business Council (PBC) to identify opportunities for trade and
investment in markets which have traditionally not been major trading partners of
Pakistan. The aim is to disseminate information and assist Pakistani exporters and
investors interested in developing new productive activities in Mexico.

The table below shows a comparison between the Mexican and Pakistani economies.
Even though Mexico has a smaller population than Pakistan, in 2015, its GDP was more
than four times the size of Pakistan’s: $1,144 billion and $271 billion respectively.
Additionally, the country enjoys a significantly higher net inflow of foreign direct
investment than Pakistan.

United Mexican States is located in Central America and is 14th largest country in the
world according to the area covered. Bordering the USA to the north, and Guatemala
and Belize to the southeast and Pacific Ocean to the southwest, Mexico is the 15th largest
economy in the world. The country is rich in oil reserves, however the economy does
not depend on oil revenue as its main source of income.

The country has experienced immense growth since the signing of NAFTA with USA
and Canada, however the growth has been erratic. Because of the agreement, Mexican
economy has become highly dependent on and tied with the US particularly. More
than 81% of Mexican exports are to USA and around 47% of imports are from USA
only, this depicts the level of integration between the two economies. The automotive
sector has become one of the biggest industries in Mexico’s manufacturing sector.
However with the wary future of NAFTA, Mexican economy may face a turbulent
time ahead.

Pakistan has a positive trade balance with Mexico, however the level of trade between
the two countries is insignificant. Textile and apparel make the biggest export to Mexico
and electrical equipment and machineries are the most imported commodities by
Pakistan. Although minimal trade is executed between the two countries, the scope of
trade that exists is immense. Pakistan has got potential to increase its export of garments
and surgical equipment, which Mexico otherwise buys from Bangladesh and China.
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Coastline & Land Borders:
Mexico has a long coastline of 9,330 kilometers which constitutes about 68% of its total
boundary Towards its eastern coast is the Caribbean Sea and on its western coast is
the Pacific Ocean.

It has a total of 4,389 kilometer long land boundary which it shares with three countries.

o United States of America: 3,155 kilometers

o Guatemala: 958  kilometers

o Belize: 276  kilometers

States
Mexico is a federal presidential republic with 31 states as administrative units. Besides
these states is the federal capital city of Mexico City. The states include Aguascalientes,
Baja California, Baja California Sur, Campeche, Chiapas, Chihuahua, Coahuila de
Zaragoza, Colima, Cuidad de Mexico, Durango, Guanajuato, Guerrero, Hidalgo, Jalisco,
Mexico, Michoacán de Ocampo, Morelos, Nayarit, Nuevo Leon, Oaxaca, Puebla,
Queretaro, Quintana Roo, San Luis Potosi, Sinaloa, Sonora, Tabasco, Tamaulipas,
Tlaxcala, Veracruz de Ignacio de la Llave (Veracruz), Yucatan and Zacatecas.

Federal Capital
Mexico City
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Languages
Spanish is the most common language in Mexico where about 92.7% of the population
speaks Spanish. However, at the federal level Mexico does not recognize any language
as its official language. There are 68 native languages spoken.

Religion
 Roman Catholic: 82.7%

 Pentecostal: 1.6%

 Jehovah’s Witness: 1.4%

 Other Evangelical Churches: 5%

 Other: 1.9%

 None: 4.7%

 Unspecified: 2.7%

Ethnic Groups
 Mestizo (Amerindian-Spanish): 62%

 Predominantly Amerindian: 21%

 Amerindian: 7%

 Other: 10%

Currency
The Mexican Peso is the currency used in Mexico. Each Peso comprises of 100 Centavos.
The sign for the Mexican Peso is $ or Mex$ and its code is MXN. As on January 1st,
2017 each US$ was worth MXN20.73.
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Connectivity

Physical Infrastructure

 Road Network: 377,660 kilometers

o Paved: 137,544 kilometers

o Unpaved: 240,116 kilometers

 Airports: 1,714

o With Paved Runways: 243

o With Unpaved Runways: 1,471

 Railways: 15,389 kilometers

 Waterways: 2,900 kilometers

 Major Seaports:

o Altamira

o Coatzacoalcos

o Lazaro

o Cardenas

o Manzanillo

o Veracruz

 Electricity Access: 99%

 Internet Users: 69.915 million (57.4% of population)
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Country History
Mexico’s history dates back more than 10,000 years. A culturally rich region, it is one of
those countries where agricultural villages sprouted and thrived. Despite political and
social changes over the centuries, evidence of past cultures and events still exist in the
Mexican society.

Modern recorded history for Mexico starts from 1519, when the Spanish arrived in Mexico
under the leadership of Hernan Cortes who was believed by the local Aztec king to be the
serpent God. The Aztec were the most populous tribe when the Spanish arrived and the
Aztec at that time ruled over vast lands of today’s Mexico. By 1521, Cortez along with his
men attacked and conquered the Aztec empire and colonized it as New Spain. Most of the
indigenous population were enslaved within a few years by the Spanish. Worse, the
foreigners bought the small-pox epidemic which wiped out an estimated local population
of 24 million. Spaniards kept on pouring into the country which eventually led to them
outnumbering the natives. Also, New Spain expanded to present Puerto Rico, Cuba and
vast lands of Southwestern America. Spain controlled the affairs of New Spain and in the
next three centuries transferred vast amounts of wealth from the country. Industries which
could pose a threat to Spanish produce were not allowed to survive in New Spain, this
was a major setback for the local economy. However, with Napoleon’s occupation of Spain,
its grip on New Spain weakened which created room for local uprisings. A local rebel,
Vicente Guerrero, joined with General Agustin de Iturbide who had defected from the
Spanish side to lead a successful rebel movement which led to Mexican independence in
1821.

In 1822, Iturbide declared himself emperor only to be overthrown by Antonio Lopez a
year later. Under Lopez, a constitution was drafted which established a Mexican republic
and he became the president of the new republic. Under his almost 30 yearlong Presidency,
Texas got independence from Mexico and the two year Mexican-American War broke out
which the country lost to America. Lopez later went into exile and was succeeded by Benito
Juarez. Juarez suspended repayments of Mexican debt to the French which became a reason
for them to come into the country and overthrow the government. However, the French
were unable to retain control for long as they were constantly subjected to local rebellions
and wars. In 1867, the French ruler of Mexico was executed by the locals which forced the
French Army to eventually withdraw.

Mexico was then faced with years of turmoil before President José de la Cruz Porfirio Díaz
MOR emerged as the popular leader. In his reign, Mexico underwent a major transformation
with foreign investments pouring in. Industries were developed, Mexico became open to
trade and new physical infrastructure was laid down. However, during the same time,
inequality increased sharply as land was expropriated from local villagers and gifted to
friends and family of the then President. The Mexican people eventually revolted against
Diaz, initiating the Mexican revolution in 1910 which led to a 10 year long civil war and
cost the lives of approximately 2 million people. In 1929, Plutarco Elías Calles became
President and formed the Institutional Revolutionary Party (PRI) which ruled the country
till 2000 when they lost elections to the National Action Party (PAN). For 12 years PAN
was in power when in 2012, PRI again emerged successful in the general elections and
chose Enrique Pena Nieto as their president. Nieto is currently the President of the United
States of Mexico.

Post Revolution era starting from 1920 has been one with relative political stability, however
the country has undergone major economic setbacks from time to time. The country still
faces the centuries old issue of regional poverty and inequality. The Mexican economy
however has maintained an overall upward growth trajectory in the 20th Century which
has led to its growing importance in the International community.
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Economic Profile
Mexico, a fairly important and large country in the Americas, is a manufacturing
oriented and export driven economy. Although the sixth largest oil producer in the
world, the country’s reliance on oil exports has significantly reduced since 2000. The
growing importance of manufacturing and assembling industry, particularly for
automobiles and white goods, has led to a gradual shift of resources from the oil
industry towards these sectors. This weaning away of the economy from oil saved the
Mexican economy from recession when the oil crisis hit in 2015.

Mexico is home to some of the world’s richest and poorest people, the economic
disparity in the country is one of the worst in the world. Its GINI coefficient, a measure
of income disparity, is 0.48 which is one of the worst in the world. Although the
government of President Nieto has announced and implemented some socio-economic
reforms in order to address economic disparity and to improve long term competitiveness,
these are yet to bear fruit and translate into better socio-economic numbers.
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GDP
Mexico is the 15th largest economy in the world as per nominal GDP according to the
World Bank. An export oriented economy, Mexico took a hit from the global financial
crisis of 2008 as world demand dropped which resulted in a fall in the country’s GDP
in 2009. However, Mexico recovered from the 2008 crisis till it was hit once again by
the global debt crisis in 2014 which severely curtailed demand for cars and electronics
in the US – Mexico’s major export market.  The GDP for the country was projected at
US$1.144 trillion in 20151.

1 http://data.worldbank.org/
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GDP by Sectors
The Mexican economy is diverse in nature. The agriculture sector employs the most
people in Mexico, however its share in GDP is minimum. As of 2015, agriculture
contributed a mere 3% to the national income.

Services sector in Mexico is under development and has not matured, unlike the
manufacturing sector. But its share in the GDP of the country is the largest. It contributed
64% to the national output as of 2015.

The manufacturing sector, for which the country is popular, is the second biggest
contributor to the GDP. Its share stood at 33% in 2015.

The figure below depicts the share of each of the three sectors in the country’s GDP
as of 2015 in the form of a pie chart.
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GDP Per Capita
The GDP/Capita has increased roughly four folds since 1980. In the 1990s, it took a
steep hit due to hyperinflation and then again in 2009 due to the global financial crisis.
In the last financial year, it again dropped due to weak global demand. As of 2015,
GDP per capita stood at US$9,005 which was lower than the per capita income of
Mexicans in the preceding year

The figure below shows the trend of GDP/Capita of Mexico between 1980 & 2015.
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Economic Growth
The GDP Growth rate for Mexico has been erratic since 1980 with periods of economic
growth as high as 9% and then as low as a negative 6%. Economic growth was the
highest in 1980 mainly due to high oil income. In recent years, economic growth has
been in the positive, however it stands at just 2.5% as of 20152 which is way below the
country’s potential and what it has achieved in the recent past. The country’s vulnerability
to global economic shocks is the core reason for the volatility in growth rate.

The figure below shows Mexico’s economic growth between 1980 & 2015.

2 http://data.worldbank.org/
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Inflation
Mexico faced a sustained period of hyperinflation in the 1980s & 90s where the CPI
increased by as much as 34% in 1993 alone. It was triggered by the Peso crisis when
the government initially depreciated the currency by around 15% before letting it float
freely causing further depreciation. However, inflation stabilized by 2000 and has had
a slowing trend since then. Post 2000, inflation flattened out at around 5% until 2011,
after which it started to fall due to weak demand caused by falling incomes. In 2015,
inflation in Mexico stood at 2.5%.

The figure below shows Mexico’s inflation trend between 1990 and 2015.

Unemployment
The rate of unemployment has increased considerably since the 2009 recession. However,
it seems to have stabilized at about 5% in the last few years.

The following figure shows Mexico’s unemployment rate for the period 1995 till 2015.
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Mexico’s Trade Overview
Over the last decade, Mexico has had a persistent trade deficit. Although marginal,
this deficit still exists despite increased industrialization and exports. In the year 2009,
exports plummeted mainly due to a recession in the U.S market which happens to be
the biggest importer of Mexican goods. Imports into Mexico also fell proportionately
since the Mexican economy is heavily dependent on the U.S. The trade deficit has been
minimal since 2009 except in 2015 when the deficit rose sharply.

The figure below shows the imports, exports and balance of trade for Mexico for the
last 10 years.
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NAFTA and the Mexican Economy
North America Free Trade Agreement (NAFTA) was enacted in 1994, however it faced
huge resistance in the USA based on the argument of job losses to Mexico due to wage
differentials. Today, more than 20 years later this argument may have helped win a US
Presidential Election!  Statement by President elect Donald Trump about renegotiation
or abolition of the agreement to bring back jobs into USA has placed the future of
NAFTA in jeopardy. There is sufficient discussion and focus on the effect of the
agreement on the US economy, however the more overlooked fact is whether Mexico
was a net gainer or loser due to NAFTA.

The high wage economies of Canada and US got access to relatively cheaper Mexican
labor post NAFTA which led to a lot of investments coming into Mexico over the last
22 years. ‘Maquiladoras’, which refers to all those Mexican assembly plants which use
imported raw material and components and then export their produce, have been a
great contributor to the economy and this has led to a growing middle class and an
overall betterment in the living standards of people particularly in, though not limited
to, the bordering states. The Maquiladoras industry employs an estimated 30% of the
workforce and the average wages for this segment have steadily risen which has
improved the lifestyle of people, particularly in the northern region of the country
where most of these industries are located.

By merely looking at the trade figures it can easily be concluded that Mexico has gained
a lot from the free trade arrangement as its exports to USA and Canada have greatly
increased since 1994. Mexican imports from the United States and Canada have also
increased in the same time frame but the net trade balance is in favor of Mexico. The
overall increase in trade has helped stabilize prices for goods in the country. Economic
theory suggests that with increased trade comes economic prosperity for both trading
partners.

Prior to NAFTA, Mexico was a heavily protected economy, particularly against the
United States. The rationale was to support domestic industry and to promote
industrialization through import substitution. This protectionist regime lasted till the
mid-1980s when Mexico was marred with high levels of persistent inflation and a
slowdown of industrialization as a result. This pushed the Mexican government to
start opening up the economy and to lobby for a trade agreement. Canada and USA
already had a bilateral free trade agreement in place so a trilateral agreement was
proposed which would also include Mexico. The trade level between the three countries
was gradually increasing even prior to signing of NAFTA but the agreement solidified
the region’s commitment towards trade liberalization.
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At the time of signing of NAFTA, wages in Mexico were 1/7th of that in USA. With
free movement of capital and no trade barriers it was imminent that labor intensive
industries would move to Mexico, which did happen as the auto industry started
manufacturing or at least assembling in Mexico. It was believed that over time wage
convergence would occur between the three countries. Although wages in Mexico did
increase, they have not increased to the levels initially envisaged. The little convergence
that did take place was more because of a downward pressure on average wages in
USA not the other way round. Real wages in Mexico have merely increased by 2.3%
between 1994 and 2012 which implies that they are more or less the same as they were
pre-NAFTA. Also, unemployment level stood at 5% in 2015 against 4.2% in 1994.
The increase in GDP per capita in the case of Mexico during 1994 & 2012 was only
18.6%, this compares with the nearly 99.0% increase in GDP per capita between 1960
& 1980.In the last 20 years post-NAFTA, out of the 20 Latin American countries, Mexico’s
level of growth was the 18th highest which could imply that the country did not gain
what it bargained for through NAFTA.

Another factor is the level of poverty. In 1994, Mexico faced a poverty rate of 52.4%.
In 2012, 18 years later, the country had 52.3% of its population living in a state of
poverty3. In absolute terms, there were 14.3 million more poor people in 2012 than in
1994. Compared to Mexico’s figures, Latin America was able to achieve a drop in
poverty levels of about 20% on average in the same time frame. The inequality issue
also persists. GINI coefficient is the economic indicator used to measure the income
disparity in the economy. Over 20 years it has marginally improved from 0.54 to 0.48.
The recent figures for GINI are disputed. It is believed that the little fall in inequality
is not because of actual decline in inequality, rather because of underreporting of their
income by the rich.

The Mexican farmers particularly took a hit because of NAFTA as they were exposed
to fierce competition from the heavily subsidized US agriculture sector putting almost
two million farmers out of work according to a research by The Center for Economic
and Policy Research. As a result of this joblessness and displacement of farmers,
Mexican emigration to USA surged and by 2009 12.6 million Mexicans were living
across the border in the US.

One possible major setback for the Mexican economy as a result of NAFTA is that it
got tied to the US economy. This happened at a time when over the last two decades
it had faced multiple recessions. The Peso crisis of 1994 came about as a result of U.S
Federal Reserve Bank increasing interest rates earlier that year. The stock market bubble
in 2000 hit the Mexican economy the greatest because of over dependence. The housing
mortgage crisis of 2008 pulled the Mexican economy down and it had a negative

3 Figures taken from Mexico’s national statistics.
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economic growth in the following years. The decreased demand for imports
following the global financial crisis hurt its economy and it has still not fully recovered.
Mexico has become highly vulnerable to America’s economic health.

The emergence of China as a global manufacturing hub has also pushed down Mexico’s
economy as it is in direct competition with China. Also, the exchange rate has a role
to play here. China has pegged its exchange rate against a basket of currencies including
the US$. This helps maintain stable international exchange rates for the Yuan. On the
other end, Mexico has a free-floating exchange rate regime. In order to maintain a
stable inflation rate around 3%, the central bank allows the exchange rate to fluctuate
which hurts competitiveness and reduces FDI.

In the table above, multiple economic indicators have been used to draw a comparison
between the pre-NAFTA decade and the post-NAFTA decade, also the change has been
calculated for each variable since implementation of NAFTA. The table clearly shows
how the relative importance and contribution of trade has gone up since the Free Trade
Agreement between Mexico and Canada and USA. Both exports and imports as a
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percentage of GDP have gone up significantly. This implies that the agreement has
boosted the free movement of goods and services across the border. As already
mentioned in the Trade Trends section, major portion of both imports and exports of
Mexico are with the NAFTA partner countries.

Another important trend that can be noted from the table is the change in industries
since NAFTA. As stated earlier, manufacturing sector got a boost due to NAFTA owing
to the availability of cheap labor in Mexico and the agriculture sector lost out because
of cheaper and better American produce. The entire primary sector witnessed a hefty
decline in revenue and importance. The oil sector’s share of contribution to national
exchequer also fell because natural resources are state owned in the country and the
State does not allow private investment, until recently, due to which this sector has
failed to match up with the country’s overall growth post NAFTA. Both manufacturing
and services sector contributed more to the national income post NAFTA than before
NAFTA.

The inflow of FDI however has seen a sharp increase post NAFTA. As the economy
grew in size after NAFTA came into force, more investments poured in than ever before
generating further economic activity.

However, there are some elements of the economy which seem to have been negatively
affected due to NAFTA. Despite exceptionally high levels of FDI, capital formation
was on average lower after NAFTA than before it. One possible reason is that Gross
Capital Formation calculation does not include land acquisition cost. This implies that
the FDI inflow did not result in overall higher growth rate of fixed capital formation.
Industries were set up in Mexico after the FTA but non-land investments were low.
Another possible explanation to this exceptional phenomenon could be that local
investments and government expenditure slowed down after NAFTA and only foreign
investors were sought for investments.

As can be seen in the Table above, economic growth slowed down post NAFTA, against
popular belief. Higher GDP growth rates were observed in the decade before NAFTA
than during the decade after the signing of the agreement. It is often believed that
Mexico achieved its GDP growth due to NAFTA, and as a result of this agreement
Mexicans became better off. In absolute terms Mexicans did become better off, however
the pace of income growth was slower after NAFTA.

There is however no doubt that NAFTA has helped Mexico become an important
manufacturing hub at global level but has also led to the creation of a two tier economy
where export oriented industries and the concerned population has seen a significant
improvement in their economic condition but other industries and southern areas
of the country appear to have missed out on the benefits of NAFTA.
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The Future of NAFTA
With the American President-Elect Donald Trump assuming power in the coming days,
the future of NAFTA has come under debate. Revisiting NAFTA was part of Mr.
Trump’s election promise, however only time will tell whether it was just a popular
political slogan or an actual intent of the President-elect. The first question that will
need to be answered is whether one signatory has the right to unilaterally dissolve
NAFTA. It would appear that the US can walk out of NAFTA with just a 6 month prior
notice to the other two countries.

Unemployment is high in the USA and the manufacturing sector is struggling. American
companies chose to manufacture in Mexico because of the low cost of labor and the
FTA. Once concessions under the FTA are no longer in effect, many companies may
decide to pull out their investments from Mexico. Mexico itself is not a very lucrative
consumer market, particularly for industries like automobile and aerospace. The FTA
between Mexico and USA allows companies to manufacture cheaply in Mexico and
serve the whole of the Northern American continent. Recently, Ford scrapped its plan
to establish a manufacturing unit in San Luis Potosi (a province in North Mexico) in
order to save itself from coming at odds with the incoming President of the United
States. Mr. Trump has been very vocal against American companies planning to
undertake manufacturing in Mexico. Instead Ford has decided to invest $700 million
in its existing plant in Michigan which would create at least 700 jobs directly.

With the projected production capacity, Mexico is estimated to produce five million
automobile units by 2020, most of which will go to its NAFTA partners. In fact, Mexico
is the third largest exporter of cars to the US and in case border taxes are implemented
it would face a shortage of supply of auto parts and increased costs. Automobile sector
particularly contributes around 3% to Mexican GDP, and if this sector is hurt the whole
economy will feel its effects. However, at least in the next 5 years it seems difficult for
any of the multinationals to halt their production activity in Mexico due to high potential
sunk cost and also because it will be hard to substitute their manufacturing in the US.
Pulling the investments out may take some time, but FDI is expected to drop.

A very high degree of industrial interdependence has been developed amongst the
three member states since NAFTA. In case there is a renegotiation of the agreement,
it can be expected that the industries and the North American economies would not
be affected as much. However, in case President-elect after taking up the office decides
to use his right to terminate the agreement, it could damage the Mexican economy
greatly.





SECTION  V

Regional Trade





41United Mexican States

Regional Trade
As mentioned previously, Mexico has a very significant trade relationship with regional
countries. Mexico, being a Central American country4, is in close proximity to mainland
North America consisting of the USA and Canada and to the Central & South American
countries to its South. Overall a lot of trade dependency can be observed between
Mexico and the USA with which the country shares its porous northern border.
However, the countries to the South of Mexico are still relatively poor economies and
hence unable to become major trading partners of Mexico.

Regional Export Partners
In the following table are the top 10 regional export partners of Mexico. It shows
Mexico’s total exports, the contribution of these countries to Mexico’s’ total exports
and the top 3 export products to these countries. The countries which have been
italicized represent Mexico’s bordering countries.

4 As per United Nations definition for Central America
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USA remains historically Mexico’s largest trading partner among countries in the
region Guatemala is the 15th largest export partner and Belize is at number 56. As is
evident from the Table, regional countries are major markets for Mexico’s exports.

Regional Import Partners
Regional countries are a major source of both raw material and industrial inputs for
the manufacture of exports from Mexico.

The following table contains Mexico’s top 10 importing partners from the region. Table
shows the value of Mexico’s imports from these countries, their contribution to Mexico’s
imports and the top three corresponding imported products from each country in 2015.
The countries which have been italicized represent Mexico’s bordering countries.
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As with exports, the USA is the major source of Mexican imports accounting for
nearly 47% of all Mexican imports which suggests that on imports side too, there is a
lot of dependence of Mexico on the USA as almost half of all Mexican imports originate
from the United States. However, though fairly high, import dependence on USA is
still lower than export dependence. This does not only hold for USA, but also for the
entire region. As can be observed from the table, the top 10 regional exporters to Mexico
made up nearly 53% of Mexico’s total imports in 2015.
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Import potential for a product is calculated by subtracting Pakistan’s actual imports
for a product from Mexico from the minimum of Pakistan’s imports from the world
and Mexico’s exports to the world for that product.

Import Potential = Min (Pakistan’s imports from the world of X,
Mexico’s exports to the world of X) – Pakistan’s current imports
from Mexico of X

Following is the list of the 10 products at HS-06 level which have the highest import
potential by Pakistan from Mexico in 2015 compared with the actual imports in the
year. With each of the potential import products is a list of 3 countries from which
Pakistan imported that product in the same year 2015. The import potential for 2015
goes to around $15 billion in 2015 whereas only $53 million worth of products were
actually imported in the year.

Table 15: Pakistan’s Top 10 Potential Imports from Mexico (2015)
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Table 16: Top 10 Exports to India at HS-02 Level (2011-2015)



59United Mexican States

Table 17: Top 10 Exports to India at HS-06 Level (2011-2015)
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Table 18: Top 10 Imports from India at HS-02 level (2011-2015)
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Table 19: Top 10 Imports from India at HS-06 Level (2011-2015)
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Table 20: Top 10 Exports to China at HS-02 Level (2011-2015)
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Table 21: Top 10 Exports to China at HS-06 Level (2011-2015)
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Table 22: Top 10 Imports from China at HS-06 Level (2011-2015)
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Table 23: Top 10 Imports from China at HS-06 Level (2011-2015)
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Trade Alliances
The economy of Mexico is heavily dependent on trade, it is therefore vital for the
country that it is open and has little or no trade barriers with its major trading partners.

Mexico is committed to free trade for which it has signed 13 Free Trade Agreements,
one of the highest by any country.  Its FTA network covers three continents and touches
a potential population of over one billion. 90% of Mexico’s trade is under Free Trade
Agreements.5 Its potential market constitutes around 60% of global GDP.

Major Trade Agreements
I. WTO
Mexico joined the General Agreement on Tariffs and Trade (GATT) in 1986 which is
the precursor to the World Trade Organization (WTO). On 1st January 1995 it became
a member of WTO. The main aim of this organization is to ensure and promote
frictionless trade flows. WTO has 164 members which includes almost every major
economy and it represents almost 97% of global trade. Iran and Algeria are two of the
relatively bigger economies that are not part of WTO.

II. NAFTA
The most important and one of the global pioneering Free Trade Agreement is NAFTA
which helped the world realize the power of cross border trade. North American Free
Trade Agreement (NAFTA) came into force on 1st January 1994 replacing the Canada-
United States Free Trade Agreement by including Mexico. It is a trilateral trade bloc
in North America aimed at eliminating trade and investment barriers between USA,
Canada and Mexico. Its terms were implemented gradually over 10-15 years
systematically phasing out tariffs. Cross border trade has increased by multiple folds
since the enforcement of the accord.

NAFTA also encompasses labor and environmental provisions so as to ensure better
socio environment and sustainable business growth. As a result of NAFTA, Mexico
started liberalizing trade with all regional and large global economies. Additional
income from increased trade has helped the country to reduce public debt, stabilize
inflation and build up foreign reserves.

III. PACIFIC ALLIANCE
Alianza Pacifico is an initiative by Latin American countries for regional integration. It
comprises of Chile, Mexico, Colombia and Peru and was formed in April 2011. As a
result of this agreement, all trade barriers have been cut down amongst the partner
countries. Moreover, there are 49 observer countries in addition to the 4 member
countries and Panama and Costa Rica are in the process of attaining full membership
into Pacific Alliance. Because of this alliance, member states have been able to promote
trade and investment within the region and also to enhance joint international status
and visibility.

5 INDIA - LATIN AMERICA & CARIBBEAN - TALKING BUSINESS
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IV. MEXICO-EUROPEAN UNION FREE TRADE AGREEMENT
EU is Mexico’s second largest export partner and 18th largest import partner. A Free
Trade Agreement was signed in 2000 curbing duties and non-tariff barriers in accordance
with WTO rules.

V. TRANS PACIFIC PARTNERSHIP AGREEMENT
The Trans Pacific Partnership Agreement (TPP) was signed in February 2016 but is yet
to be enforced by 12 signatories. The objective of this agreement is to bring about
economic integration across the Asia Pacific region to galvanize economic growth and
reduce unemployment. At the time of its signing it was hoped that the TTP Agreement
would become the basis of an Asia-Pacific Free Trade Agreement and become a powerful
trade bloc. Its members currently include USA, Japan, Malaysia, Vietnam, Singapore,
Brunei, Australia, New Zealand, Canada, Mexico, Chile and Peru. However, the election
of Donald Trump and his views on the TPP make it highly unlikely that the US will
ratify this Agreement.

Other trade agreements that Mexico has signed includes:

VI. MEXICO- PANAMA FTA (2015)
VII. MEXICO-CENTRAL AMERICA FTA [Costa Rica, El Salvador,

Guatemala, Honduras and Nicaragua] (2011)
VIII. MEXICO-PERU FTA (2012)

IX. MEXICO-BOLIVIA FTA (2010)
X. MEXICO-JAPAN FTA (2005)

XI. MEXICO-URUGUAY FTA (2003)
XII. MEXICO-ISRAEL FTA (2001)

XIII. MEXICO-EUROPEAN FREE TRADE ASSOCIATION (2001)
XIV. MEXICO-CHILE FTA (1999)
XV. MEXICO-COLOMBIA FTA (1994)

XVI. MERCOSUR Framework Agreement (2006)
XVII. MEXICO-ARGENTINA PREFERENTIAL TRADE AGREEMENT (2007)

XVIII. MEXICO-BRAZIL PTA (2003)
XIX. MEXICO-PARAGUAY PTA (2003)
XX. MEXICO-ECUADOR PTA (1987)

XXI. MEXICO-PANAMA PTA (1986)
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Table 24: FDI Share (2015)
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Table 25: FDI Sectors (2015)
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FDI Climate
Mexico has signed bilateral investment treaties with 30 other countries and is a preferred
destination of foreign capital for multiple reasons. The 2016 A.T. Kearney Foreign direct
Investment Confidence Index places Mexico at 18th positon where only China and India
are the only other developing countries to have fared better than Mexico. In 2015, the
same index placed it at 9th position, however this year it has slipped down the chart
due to regional trade skepticism6. Pakistan’s presence in Mexico is almost close to zero
but it has the potential to be a lucrative investment target country.

Mexico is a highly competitive country with low wage rates because of which it is able
to compete with Asian countries. Also, the country is strategically located in the center
of two continents. To the north of Mexico are the United States and Canada which are
rich countries with high demand and high wage rates and with whom Mexico has a
free trade agreement. To the South of Mexico, is poor yet populous South America
which is growing and is hence a powerful potential demand base. The government
has been making efforts to attract more foreign capital coming in for which they are
passing legislative reforms and focusing more on training and education to increase
the productivity of labor. Multiple Free Trade Zones and Special Economic Zones are
present in the country to incentivize potential investors to invest. Mexico is rich in
natural resources which is an added benefit to the manufacturing industry.

However, the country is reported to be plagued with corruption and violence. Organized
crime and mafia control is highly prevalent across almost the entire country. Also,
interest rates are high which increases the cost of capital and hampers growth. As of
December 15th, 2016 the interest rate was revised upwards to 5.75% in efforts to support
the Peso. This is highest interest rates since 2009. Mexico faces a huge challenge in the
form of human capital wellbeing as the country has a high infant mortality rate and
poor medical facilities and sanitation systems. This can potentially affect its labor force
productivity in the long-run.

6 https://www.atkearney.com/gbpc/foreign-direct-investment-confidence-index
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Table 26: Doing Business 2017
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Consulates and Business Forums

Embassy of Pakistan in Mexico
Address: Hegel 512, Colonia Chapultepec Morales, Delegación Miguel Hidalgo,
C.P. 11570, Mexico City, Mexico

Telephone: (+52) (55) 5203-3636

Fax: (+52) (55) 5203-9907

Email: parepmexico@mofa.gov.pk: embajadadepakistan@hotmail.com

Website: www.mofa.gov.pk/mexico/

* Mexico does not have an operating embassy in Pakistan; however there are honorary consulates
in Karachi and Lahore. For visa purposes, Mexico’s embassy in Iran is used.

Embassy of Mexico in Iran
Address: Africa Ave., Golfam St., No. 41 PO Box 19156-74741 Teheran Iran
Telephone: (+98) (21) 205-7586; (+98) (21) 205-7588; (+98) (21) 201-2921
Fax: (+98) (21) 205-7589
Email: embamex@embamexiran.org; embiran@sre.gob.mx

Table 27: List of Multinationals Operating in Mexico
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Mexican Honorary Consulate in Lahore
Address: 216, Upper Mall scheme, Lahore Pakistan
Telephone: (+92) (42) 111-888-333; (+92) (42) 3575-9036
Fax: (+92) (42) 3575-9039
Email: pklahoreconsul@gmail.com; faisal@tapl.com.pk
Head of Mission: Mr. Faisal Munir Chaudhary, Honorary Consul

Mexican Honorary Consulate in Karachi
Address: Lakson Square, Building # 2, Sarwar Shaheed Road, Karachi, 742000,
Pakistan
Telephone: (+92) (21)3569-8475
Fax: (+92) (21) 3568-3410; (+92) (21) 3568-4336
Email: sjh@cyber.net.pk
Head of Mission: Mr. Sultan Ali Lakhani, Honorary Consul

Relevant Commerce Bodies and Authorities in Mexico

Mexico Chamber of Commerce
Address: 100 W. Jackson St., Mexico, MO 65265

Phone: (+52) (57) 3581-2765

Website: http://www.mexico-chamber.org/

Mexico Secretariat of Foreign Affairs
Address: Plaza Juarez 20, Col. Centro, Mexico City. CP 06010

Phone: (+52) (55) 3686-5581

Email: atencioniudadanasre@sre.gob.mx

Website: http://www.gob.mx/sre

Mexico Secretariat of Economy
Address: Paseo de la Reforma 296, Col. Juárez, Del. Cuauhtémoc, Mexico City.
CP 06600

Phone: (52) (55) 5729-9100

Website: http://www.gob.mx/se
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Sources:

I. World Bank Open Data
http://data.worldbank.org/

II. OECD Data
https://data.oecd.org/

III. Doing Business
http://www.doingbusiness.org/

IV. ITC Trade Map
http://www.trademap.org/

V. WITS
http://www.wits.worldbank.org/

VI. CIA Fact Book
https://www.cia.gov/library/publications/the-world-factbook/

VII. UN
http://data.un.org/

VIII. WTO
https://www.wto.org/
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