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Preface

Transnational corporation as one of the main world economic entities is
playing a more and more important role in the world of increasing economic
globalization. What roles do transnational corporations play in the economy of
developing countries? How should the host developing countries deal with the
relationship with transnational corporations? These are two controversial ques-
tions to which Liberalism, Dependency Analysis and Structuralism have given
different views. The verification of these opinions requires solid positivistic a-
nalysis. This paper combines historical method and economic method to study
in details the effects of transnational corporation on the economy of Mexico and
the reaction of Mexican state to transnational corporations during the import —
substitution industrialization period under the guidance of Marxist historical
materialism and dialectical materialism from 1940 to 1982.

Around 1940, the economic development of Mexico entered a period of
import substitution industrialization, which has gone through three stages,
namely the non — durable consumer goods import substitution phase (1940 -
1955) , durable consumer goods import substitution phase ( 1955 - 1970),
advanced import substitution and export promotion combination phase (1970 —
1982). A large number of transnational corporations entered Mexicos manu-
facturing industry, promoting the industrialization and the growth of the whole

economy of Mexico during the second phase. However, with the arrival of "
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Mexican miracle" ,a series of structural problems that foreshadowed the subse-
quent crises emerged. Influenced by Mexican revolution and the 1917 Consti-
tution, the Government of Mexico has taken a combined policy both utilizing
and limiting foreign capital with different focus and degree of tightness at differ-
ent points in time. For extractive industries, public facilities, and basic indus-
tries, the Mexican government sticked to the principle of nationalization, while
for the manufacturing industry, it adopted Mexicanization and production inte-
gration approaches. During the first and second phase ( especially the second
phase) , the foreign investment policies were quite loose; in the third phase,
the control of transnational corporations was strengthened. Mexican State
played multiple roles in the game with transnational corporations, including
business owners, policy controller, promoter of manufacture exports, techno-
logical innovator, and fiscal and financial operators, some of which ware basi-
cally successful, maintaining the country s sovereignty independence and di-
rectly introducing foreign investment to the industries and regions that need de-
velopment. However, in advocating technological innovation and the imple-
mentation of fiscal policy and monetary policy, failure overshadowed success e-
ventually. This became an important cause of the debt crisis.

Compared with East Asian countries (regions), the use of transnational
corporations in Mexico has flaws. From the view of the efficiency of macro re-
source allocation, transnational corporations in Mexico did not contribute to the
full utilization of the comparative advantage of local resources; from the view of
the efficiency of micro resource allocation, transnational corporations did not
promote the growth of local businesses nor enhance their competitiveness. E-
ven though transnational corporations improved the structural efficiency of the
manufacturing industry, this improvement was achieved by the entrance of
transnational corporations into the " modern" departments of the industry with-

out affecting the " traditional" departments and the technology progress rate of



