
MS-4228 

TTS 

North American Free Trade 
and Border Development 

A Program t ring the Benefits 
to the 

Paso el Norte Region 

Prepared by: 

The Institute for Manufacturing and Materials Management 
University of Texas at El Paso 
Donald A. Michie, Director 
901 Education 
El Paso, Texas79968 

March 10, 1992 



Acknowledgements 

The Institute for Manufacturing and Materials Management would like to thank the staff and faculty of the 
University of Texas at El Paso for its suppon and encouragement in promoting the Institute 's goal of improved 
economic development oi the Paso del None region. 111.is document, in particular. could not have materialized 
without Lhe countless hours spent by faculty members and staff in fields of infrastructure development, 
cducauonal programming and economic planning. To those people, Lhe Institute holds a great debt. 

In tenns ot regional economic development. the most recent issue has been the proposed North American Free 
Trade Agreement. How the agreement affects the U.S.-Mex.ico border is crucial to Lhe region's economic 
future. ln this document the Institute attempts to address the potential for bringing benefits to the community 
at large. benefits both direct and indirect. A final section addresses the role of the University of Texas at EI 
Paso m this enonnous economic enterprise. 

We at the Institute offer this repon for your inforrnaoon and comment. We urge you to join us in this effort. 

Sincerely, 

r,-;_ 
Donald A. Michie 



Institute for Manufacturing and Materials Management 
Free Trade and Border Deveiopment 

Background 

The mission of the Institute for Manufacturing and Matenals Management 1s to Join the resources of the 
university with those of the community to provide the leadership and programs necessary to facilitate the 
industnal development of the Paso del None and U.S. -Mexico border regions. Education is the building block 
upon which development is founded. 

Programs/ Initiatives 

Networking 

Government 

Private Sector 

Academic 

Contributions 

Industrial Development Plan 
Borderbase 
Transponation (Legislation) 
Pons of Entry (_Capital Improvements) 
Technology Transfer 

Facilities 
Equipment 
Research 

Environment 
Maquiladoras 

Employment Effects 
Sourcing 
Environmental Compliance 

U.S. Department of Commerce (Free Trade Advisor) 
U.S. Congress (Transponation. Environment. Technology) 
Border Governors (Development, Free Trade, Infrastructure) 

Council of the Americas (Infrastructure. Free Trade) 
Business Council (Free Trade) 
Border Trade Alliance 
El Paso Foreign Trade Association 

Texas Centers 
Western Hemisphere Studies 
Southwest Center for Environmental Research and Policy (SCERP) 
Nonh American Technology Development Consonium (Proposed) 

Legislation (Transponation) 
Community Funding (Capital Improvements) 
University Funding 

Facilities 
Equipment 
Research 
Programs (Technology, Environment) 

Free Trade 
Provisions 
Infrastrucru.re 
Development 
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Free Trade and Border Deveiopment: A Plan of Action 

Why Free Trade 
~onh American indusmal Competinveness 
GlobaiizaLion of Regional Tr:iding Blocks 
Consumer Demand for Price :.ind Quality 

What is Free Trade 
An agreement to eliminate tanff and non-tariff bamers on the exchange of goods and services. The 
climinauon of barriers reduces the total cost or business. thereby enhancing industrial compemive­
ness. 

Free Trade Issues 

When 

Tariffs 
Investment Rules 
Rules of Origin 
Customs Procedures 
Dispute Settlement 
Intellectual Properry Rights 

• Industry Negotiations 

Free trade is not to be confused with a common market. Common market issues include: 

• 

• 
• 

Immigration 
Human Rights 
Environment 
Drug Enforcement 
Labor 
Currency (Common) 

Cnder Fast Track. the U.S. AdminisuaLion is authorized to negotiate and sign the agreement. 
(Target date, February 28. 1992) 

After signing, Congress has 180 legislative days to vote approval or disapproval. (Target date, 
August 1992) 

The target date for NAFfA implementation is January 1, 1993. 

How to Achieve Benefits 

Free trade is not a substitute for a sound development plan. Achieving its benefits requires a proactive 
plan of action. Failure to achieve its benefits is likely if the community is reactive, rather than 
proactive. 

A plan of action requires the following components: 

1. Provisions to the N AFf A 

2. Southwest Border Infrastructure Initiative 

3. U.S. Bonier Business !nvesanent Program 
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Component # 1 

Free Trade and Border Development: 
Provisions in the Agreement 

Tariffs 

Rules ot Origin 

Investment 

Impact on 
Border Business 

~egouators have agreed to eliminate tanffs. immediately. on 60% of tariff items. 
Remaming tariffs \Vi.ll be eliminated in 1. 2-5. 5-10 and 10+ year periods. Agricul­
tural products will dominate the longer tariff period. 

The agreement will establish a tanff schedule for North American production. To 
qualify. items must be North American by origin or processing, substantially 
transformed enough to be classified as North American. 

All imponed items rrnm third countries (Japan. Latin America. etc.) will pay duties 
at rate set by the NonhAmericancountry ofimporration. In general. duty drawbacks 
on ex pons \Vi. thin N AFT A will be eliminated. 

~aquiladoras will pay duties on foreign components l U.S. position J. Maquila items 
may qualify for NAFr A producuon but will not use TSUS 9802. BTA is argumg 
for maquila use of NAFT A or TSUS 9802 depending on cost efficiencies. 

U.S. seeks open access for U.S. investors in Mexico's transportation. environmental 
and service industries. 

Free trade will expand business for trade-related firms as traffic volume increases 
\Vi.th trade. The agreement, however, provides no special business advantages to 
border businesses as opposed to business located in Chicago, Toronto or Mexico 
City. The provisions are uniform for all trade participants. 

Beneiits will more easily accrue to trade logistics functions includingtransponati.on. 
customhouse brokerage, financial. and other service industries. 
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Component #2 

Free Trade and Border Deveiopment: 
Southwest Border Infrastructure 

Why 

Method 

When 

Impact on 
Border 
Development 

>IAFT A is designed to benerit the national economies of the United States. Canada 
and Mexico. lL 1s not designed with the U.S.-Mexico border or the Paso del None 
region in mmd. The lack of border infrastructure is a significant non-tariff barrier 
to trade which. if not resolved. will suboptimize benefits to the national economies. 
Consequently. the Southwest Border Infrastructure initiative represents the "bottom 
line" benerit associated with free trade. 

Free trade is the only vehicle/mechanism available to address border infrastructure 
issues. Without N AFT A, there 1s no comprehensive mechanism available to resolve 
this problem. 

A "grass roots" community and borderwide effort to identify specific infrastructure 
proJects reqwred to support free trade. The iru'rastructure issues include: 

Transportanon \airports.highways. streets) 
Housing 
Water and Waste Treatment 

• Pons of Entry 
• ,AJts and Culture 
• Technology Development 

Environment 
• Education & Health 

The infrastructure projects are being identified by issue. community, source of 
funding and development timeline. 

Border community reports are being transcribed into tederal bill language to be 
introduced as legislation for consideration by the Southwest congressional delega­
tion. The reports are also compiling projects suitable for state. local and private 
funding. 

The Southwest Border Infrascrucrure materials will be submitted to appropriate 
legislative and administrative agency officials by February l, 1992. 

Whereas NAFf A itself holds no unique benefit for border communities, NAFf A 
represents the most significant vehicle or mechanism to address border infrastruc­
ture issues. Without N AFT A. there are insufficient financial resources to resolve 
this problem. From a border perspective, infrastructure development is the single 
most important benefit associated with NAFTA. 
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Component #3 

Free Trade and Border Development: 
A Proposal for a Favorable Investment Environment 

Why 

An Example 

Unless a pracucal plan ot action 1s implemented to hnng !l1e henetits associated with 
tree trade to the Paso de! Norte region. 1.he cL..ums ot antagonists may hold true. 

111e provisions of free trade offer no unique advantage tor horder husinesses. Free 
trade is a .. level playing field ... It will further stinrnlate expans10n ot trade­
tacilitation husinesses and acuvity which has lll)I provided sufficient employment 
to eradicate uouhle-digit unemployment. poveny-stncken households or our na­
tion's lowest per capita incomes. Ir free trade only expands trade-related business 
activity. the promise of free trade will be lost. Some may say.·· Better to have gained 
some. ll1an none at all." But some is not enough. 

111e promise ut tree trade is inuustnal development. not simply ,m expansion ot 
trade-related industries. Free trade will augment a sound imiustnal development 
rlan forour community. Free trade can help us realize our go.Li to establish the Paso 
de! None region as the higher technology, productivity-sharing. manufactunng 
center in support of North American industries. 

TI1e plan requires aggressive. creative initiatives to establish a favorable environ­
ment for business investment. 

The key to industrial development is business investment in higher technology 
commercial infrastructure and operations. Business investment requires a favorable 
business environment conducive co shortened payback periods. high returns on 
equity. compeutive total costs of business and an attractive "niche'' or "competi­
tive advantage .. in the marketplace. Unless specific action is taken. !l1e incentive, 
under free trade. will be to mvest in Mexico. not in U.S. border communities. 

A proposal deserving critique is that of the U.S. Border Enclaves (see attaclunents). 
The Border Enclaves concept is a geographic area established apan from the 
Customs territory of the United States in which the elimination of tariffs and non­
tariffs: and. correspondingly. the creation of tax incentives create a favorable 
investment climate for husiness. 

The major features of the border enclave are: 

• 

• 

A geographical area not to exceed a 60-mile radius beyond the trade 
area's principal port of entry into the interior of the United States. 
The area contained is apart from the customs territory of the United 
States and is subject to special tax incentives approved by U.S. 
state and local governments. 

Materials. components. products and services would be processed 
and sold duty free within the zone. 

U.S. immigration laws would apply within the designated enclave 
area. U.S. Customs facilities are to be retained at border crossing 
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Impact on Border 
Development 

~nes wnh additional tacilities tinanceu by private investment. Nnn­
cnmmerc1al trattic enrenng rhe enclave trom Mexico will he suh1ect to red 
light-green light. random inspccuon procedures . .Such lfattic leaving !he 
l.!nclavc. emenng mto the imenor or 1he United States. 1s subject to 100 
rercenr inspecuon. 

• Commercial tratfic would be hand.led in two ways: 

1 I) Traffic from Mexico destined forthe U.S. imeriorwould be 
inspected and scaled at existing Customs impon lots: 
traffic from Mexico destined for the enclave would enter 
without inspection t unless for reasonable cause). 

( 2) Traffic originating wnhin the enclave would be insrectcd 
and sealed at existing Customs lots or inspected at fringe 
Customs facilities. All sealed shipmenrs would have their 
seals checked at rhe fringe facilities. 

Customs inspection tacilitics would be huilt on all transponation routes at 
the fringes of the enclave. TI1e facilities would be pnvatized under U.S. 
Customs/lmm1grauon control and ailininislfation with border personnel 
rrov1ding agency supervised services. 

TI1e federal government would be asked to apply special enterprise zone­
like tax inccnuvcs tor investors establishing business operations in U.S. 
border enclaves. A total-cost-of-business analysis is required to recom­
mend the appropriate tax incentive package. 

• The U.S. Congress would be asked to fund special law enforcement 
programs designed to improve intelligence. prevention and prosecution of 
crimes. 

The Border Enclave Proposal requires federal legislation to be enacted by Congress 
in exchange for a favorable investment environment for border communities. TI1e 
enclave would strengthen nauonal security by improving drug inrerdiction and un­
uocumented immigration programs. Drug shipments. which currently are staged in 
U.S. border communities. would be subject to improved inspection procedures at 
fringe facilities. Currently, such shipments are rarely interdicted. Immigration 
interdiction would benefit from improved facilities and procedures. 111e ultimate 
benefit for the border is business investment caused by a more competitive total­
cost-of-business environment. 

The Border Enclave would establish a controllable "administrative"' geographical 
trade area with sufficient trade and tax incentives to attract business investment to 
U.S. border communities. ·me enclave concept is consistent with our regional 
perspective (Paso del Norte) and establishes a favorable business environment 
conducive to our community becoming a higher technology, productivity-sharing. 
manufacturing center in suppon of North American industry. Investment in higher 
technology manufacturing means better quality and higher-paying jobs. 
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Free Trade and Border Development: 
The Role of the Unviersity of Texas at El Paso 

TI1e Universny. through lM 3• llas sought to provide leadership to the Paso de Norte region and U.S.­
\1cxico hnrder hy designing and coordinating a pian of action to hring the benetits of free trade to 
1 Ile region. ll1e strategy w;L<; designed during April 1990 and !ls vanous components were 
,mpiemented tor April 1990-February 1992. 

TI1e plan consisted of: 

Provisions for NAFT A-1l1e University cu-hosted its first free trade meeting with 
Paso del Norte community leaders during July 1990. More than 40 community 
leaders from Cd. Juarez. Las Cruces and El Paso participated. 1l1e Paso del Norte 
free trade forum was co-hosted with the El Paso Chamber ot Commerce in 
September 1990 with more than 300 individuals panicipaung on approximately 12 
comminees. ll1e effort produced the Paso del Norte position on the recommended 
provisions to the agreement. 1l1e PON matenals became the basis for the State of 
Texas and the Border Trade Alliance position papers. ln all. more than l .000 
residents pamcipated in the preparation of the border·s position on free trade. 

The director has presented these materials at several congressional hearings: at 
numerous free trade conterences: to U.S. and Mexican trade negotiators: and in more 
than 40 presentations locally, regionally. nationally and internationally. 

Southwest Border Infrastructure Initiative-1l1e University organized and coor­
dinated Paso del Norte and borderwide initiatives to identify infrastructure require­
ments in support of free trade. The Paso del None initiative involved more than 120 
infrastructure experts working on 12 committees. Participants included govenunent 
(city, county. council of governments). civic groups (arts). business associations. 
individuals and academicians. Again. the Paso del Norte project became the basis 
for the Border Trade Alliance document. Borderwide. more than 500 residents 
worked on the infrastructure committee reports. 111cse reports have been transcnbed 
into bill lanugage for distribution to the Southwest congressional delegation by 
February l. 1992. 

Border Enclaves-A proposal developed by the lnsitutue as a mechanism to 
stimulate industrial development in the Paso del Norte region. particularly El Paso. 
Texas and Dona Ana County. New Mexico. A border focus group investigated the 
merits of the proposal for possible federal legislation. 

Border Industrial Development Plan-TI1e Paso del Norte industrial development 
plan is considered as a model for development borderwide. 

Other Development Initiatives-Free trade and all other border development initia­
tives are designed to facilitate the Paso del None industrial development plan. TI1e 
Institute 's database. technology development transportation. ports of entry. maqui­
ladora and free trade activities are consistent with. and strengthen. the plan. 

7 



~ 
• Paso del Norte 

Socioeconomic P 
• Borderbase 
• Technology Develop 

Proposal 
• Maquiladora-Employ 

Linkages 
• Free Trade - Plan of 

I 

Paso del Norte Industrial Development Model 
(IM3 Industrial Development Activities) 

-

Attributes 
: Total Cost of Business l Bctrners 

Labor Transportation 
Market Access Environment 
Technology Ports of Entry 

Services Infrastructure 
Raw Materials Investment 

Tech Training 

I Production Sharing I 
I 

I I 

Higher Technology Production . - Maquiladoras I 
• . 

I I 
I I • I 

Indirect 
IDefensel I Avionics I Other I .... I 

Basic Business Direct 

Infrastructure Materials Materials 

• Emergency 
Prepared 

Program 
• Target lndu 

Program 

5 

lS 

Market Development 
Strategy 

Technology Transfer 
Objective 

I 
I 

Tool/D1e 
Metal 

Stamping 
Injection 
Plastic 

Molding 
Raw Materials 

I 

Industrialization : 

---·- ----~--·-

Pla~tlcs Office 

Pa,ts/ Supplies 

Compomints Packaging 

Wire Factory 

Fabric Supplies 

Paper Repair/ 

Electronics Maintenance 

Coatings MHE 

Stool MIS 
I I 
I 

I Market Penetration I * So 
Strategy * Im, 

I 
Sourcing for ttie Maquila 

Objective 

I 

ActJ.Qu 

nsportation Legislation 
ERP 
ital Improvements 
ufacturer Standards 
structure Initiative/ 

Legislation 
ferences 

der Enclaves 

rcing the Maquiladoras 
estment Conferences 

Industrialization is the development goal. Objective is to establish the Paso del Norte as the higher tectmology, product1v1ty-sharing center in 

support of North American industries. 
Free Trade: Not a panacea - a mechanism to improve a sound industrial development plan. 
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U.S. - MEXICO BORIJER FH.EE TllAIJE ENCLAVES 

A QUALITY-OF-LIFE AND DEVELOPl\·1ENT INITIATIVE 
TO BRING THE BENEFITS OF FREE TRADE TO 

U.S. BOHOER CITIES AND COUNTIES 

Presented lo: 
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Prepared by: 
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The University ol Texc1s at El l'.iso 
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EXECUTIVE SUMMARY 

PURPOSE: To establish the U.S. border with Mexico as a higher-technology, productivity-sharing manufacturing center supporting North 
American industry by creating an investment environment attractive to higher-technology industries. 

To improve the quality of life for impoverished U.S. border communities and residents by cre,11ing a socioeconomic environment that is 
conducive to new higher-technology business, better paying jobs, expanded tax bases and reduced welfare expenditures. 

JUSTIFICATION: U.S. border counties with Me>-IL'tl ran!,; among the must impuvenslwd 111 the United Sl.ites. I rel' tr,ldl· i:; lie111g llL')-;l1ti,1ted 
to benefit the national economies, not the US border with Mexico. The econom1C bendib d'.'>Soci.ited with free tr<1de will .ic,rue predPm1n<1tely 
to Mexico as opposed to U.S. border com mu ni tics. Unless addresst·d, free trade \\ 1th Mcx1c:o w ii I cont inuL' to position LIS. bnrd, r cmllmtm1ti(·s 
as transshipment centers sen icing trade with Mexi1n 

Tr,rnsshipmcnt servin·s for US.-Me>.iu> tr<1Je dl'L' ins11tt1cient industries to reverse the Jecc1dt·s ()J poverty expL·rienced by US lH1r,kr ,u1rnn11n1t1e:, 
and counties. Despite a doubling of trade and 25 years of maquiladoras, a $12.0 billion industry princip.1lly located in 1'..1exic<111 border con11111mities 
with the Unitt!d States, U.S. border poverty is documented by the following socioecunomic statistics: 

Starr, Texas 
Webb, Texas 
El Paso, Texas 
Dona Ana, New Mexico 

Starr, Texas 
Webb, Texas 
El Paso, Texas 
Dona Ana, New Mexico 

f'ER CAPITA INCOM l:S (SeleclL'd l(H111til's · LIS :\ u·r.i1;,· ~ 17,592) 

$ 4,549 
$8,043 
$I0,735 
$I0,389 

36.1% 
10.8% 
10.7% 
6.7% 

UNEMPLOYMENT 

l .una, New Mexico 
Santa Cruz, Arizon.i 
Yuma, Arizona 
lmpcri,11, Calitorn1,1 

Luna, Ne\\ Mexico 
Santa Cruz, Arizond 
Yuma, Arizlina 
hnperidl, Caliiorn1d 

:I, lJ,%2 
$12.845 
$12,725 
$12,712 

j 2 <)'I., 

14 6% 
19 3% 
19 I% 

It free trade means U.S. border communities benefit only as transshipment centers servicing trade with Mexico, the "pwmise" presented by NAITA 
will be foregone. 



BORDER DEVELOPMENT--A NEW DIRLCTION: The prnmiSL' prl'Y'llll·,1 Ii,;', 11·1 \ l,1 ll ~ 11,,rlkr l,111111u1111l1,·--. h ti"· "1'1'"111111111 
to J 1vl'rsity ,md mteg rate thl'i r region a I t.x:onomit•s. U. ~ hl ird er comm uni ties a nJ t hL'I r 1\, Iv, 1, .i 11 ··.,, :-,tl'I · l om nn I n1 l ll''.'> ,lrl' :-,1 nr2, It· , ·,·t 1111 1 m 1, ·s , , 1 11.1.!1 · 
arl.'a:i d1\'IJL~d by politic.ii hrn111J,tr1L''.'>. 

As singll• lr,ldl' .in·,b, they c,111 jum lhL·ir resources i11ll11d1ng ,ibunJ,rnt, low-cost l,1b(lr; !>t.'f\ Ill''.'>, ,111d othl'r <1ttnl>11ll.''.'> to, n·.1lv" 1w11 ,t11111"·11111 ,. 
po:.ition, or niche, ind NAI-aA. Specific.illy, these binational trade areas possess the toldl-,:ost-lll-h11si1wss enviro11rnl'nls 1wcvss,1ry tll hc·c:11nw 
higher-tedmology, productivity-sharin1; manutdcturin~ center:-, in support of N1lrth r\llH'rit,111 111d11stry BcL,lllsl' t\lcx1n1·:-, fn1nt1n 1s (y,1·1111.illv 
a fr1:e trade zone, US. bordl'r communiti('S reyuirc p,inly if business inv1:stment in h1glwr ll'l hn1)]llgv m,m11fact11r1ng is lo hL' ,1llrc1t'll'd. 

U.S. BORDER COMMUNITY FREE TRADL t::NCLAVES--THL PROPOSAL: 1111ks1g11.1k us. btirdl'rc1i1111rn11llt1,,, .i:-, 1rv1· 1r.1dl' 
zones, ,ip,ut from the customs territllry of the Unitl'd St.1t('s. The objL'ctive ot these Lon1:s 1s t" cnhc111ce iurthL•r thl' mLlustri,d compd1t1v1·11,•ss ot 
North Anwm\rn industry, to cre,1te a h1ghL'r-lL'Lhnoh,hy L'L'nkr lor produL'11\ily ~h.111ng 1n.i11ut.1Ltur111g \\'ilhin the llnitl'd ~tdll'~ d11tl tll l'r.id1L·,11c 
poverty among impowrishcd U.S. border rn11nties with l\.kxiul. The cnda,-c pn>pt>s.il slip1il.i1t·s: 

* 

• 

LL'rn US Taritls 
U.S. Tax Incentives for Investment 
U.S. Customs/INS Inspection FacililiL'S Localed at the Fringe of thL' Bunkr Lnd,nL", 

In addition to the economic bendits L'njoyed by the l 1rntcd States, tile horckr lrL'l' lr,1<k 1·11L·l.i, 1·:-, 1,-u1ild bring .issoLi,itcJ liL·1wl1ts 111d11d111h: 

* 

• 
• 
• 
* 

Stronger and Fornsed Drng In ll'rdictH 111 
Stronger and Focused "UndocumenlL'd" Immigrant Interdiction 
Lower Funding Requirements for Bordl'r lnfrastmcturc Including l'urts of hitry ,rnJ S1.itt111g 
Reduced Welfare Payments 
National Security, Ddcnse Emcrgcnq lnd11striJI Preparedness 



U.S. BORDER COMMUNITY FREE TRADE ENCLAVES: THE CONCEPT 

DESCRIPTION: The U.S. border l'nclaves would be gmgraphical areas loccJted cuntiguu11s tu purls ui entry into the Urntcd St,1ks. ThL· .irea 
would be exempt from the customs territory of the United States; U.S. tax incentives, including state, would be extended to higher ll'drnulogy 
manufacturing and infrastructure support businesses (tool and die, met.11 stamping, plc1stics llljection and molding, de.) 111, L'sting 111 new slc1rtup 
business operations located within the endc1ves. Productivity sharing with Mexico's maqudadoras would bL' encour,1ged. 

Business investment would be attracted to the U.S. b()rJer endc1ves bec<1use the c11clc1vcs 11111ild possl'ss lu1\'L'r-n1st, compet1t1vc tot,il-u1st-ot­
business environments conducive to the marketing of industrially competitiw materials and products in North American and global markets. 
The lower total costs of business would be achieved through the absence of tMiffs, enhanced ff-deral Jnd stall' tax incentives ,rnd IJvoratile border 
community attributes including lower-cost, productive labor; lower costs of land ,ind buildings; lower-cost hLlus111g for employ1~es; geogr.1phic<1l 
access to North American markets; access lo technology; and readily available businL·ss sen ices. 

ASSOCIATED BENEFITS TO THE UNITED STATES: These benefits include the creation and retention of jobs ior American workers 
nationally, stronger and more focused drug and "undocumented" worker interdiction programs, more efficient flow of US-Mexico trade and 
commerce, reduced funding for Southwest border ports of entry and staffing through privatization and enhanced nalion,11 SL'curity lhro11gl1 the 
lower-cost, high-quality production of defense emergl'ncy industrial preparedness matcriab. 



PROVISIONS: 

U.S. BORDER COivtrvtUNITY FREE TRADE ENC LA \'ES 
PRC)VfSfONS FOR LECISl .ATll1N 

U.S. BORDER FREE TRADE ENCLAVES: A geogr.iphical area delineated by ,1 u.s. bunkr comm1mi1y·~ prinup.1l tr,1dl· .irl'.i c11hl h .itl·d 
contiguous to the community's port of entry. A geographical area not to exceed 60 mile~ bl~yond the principal port ol entry into the 111tcrior ol 
the United Stc1tes. Al a mm1mum, the bordt•r l'ndavc would bl· no sm.illcr than the l'ommunity's lnlcr~l.ik Conmwn 1· C, ,m111i ... si1,n ·s C, Hnmi·n 1,tl 
Zone. 

U.S. BORDER COMMUNITY: A munil'ip.ihty IO!.:Jted contiguous lo the bordvr with Mexico ,rnd qu.ihtied tor, or rn11t.111H·.I I\ 1111111, ,111 
Interstate Commerce Commission Commercial Zone. 

Q11.ilificd co111m11nitics include S,m Diego ,md Calc-..ico, C.ilifornia; S,rn Lub, Nog.ilc~ ,llld Du11hl,1~. A nLu1i.1; Col11mb11~ <111d S.1111.1 lcn·:-..1, Nl·W 

Mexico; El Paso, Presidio, Del Rio, Eagle P.iss, Laredo and communities that arc part of the I .ower Rio Cr,rndc lnlerstak Commerce ( ·l)mmis:-.ion's 
Commcrci,11 Zone in Texas. 

U.S. TARIFFS: The geographical area contained within the designated border endavc would be exempt, separate .ind .ip.irt trom Ll1L: lll'.->tum~ 
territory of the United States. 

U.S. REG ULA TIONS: Except for the ldriff codl', .ill federal laws and regulations of the United States would .ipply lo U.S. bord1.:r l'nd.1\'l's. 

U.S. Customs, Immigration and Naturalization Service (INS) and other agencies have the right to inspect and enforce the lc1ws of the United States 
within the enclaves. 

'Ilic encl.ivcs add .in enforcement dimension to the fr•dcral .igencics through the intcgrc1lion ol US. Customs .ind INS im,pl~ctum t,1cillt1e~ with 
Border Patrol checkpoints located at the fringe of the border enclave trade areas (See Attachment). The new inspection facilities would function 
thusly: 

a. Inspection of Commercial Traffic: U.S. Customs would inspect commercial trJltic at existing porb ui entry .ind the new trmgc 
inspection facilities. Commercial vehicles whose destination would be the border enclave could proceed (subject to drug inspections for due cause) 
through U.S. Customs inspection facilities without inspection. Line release, secure cargo and other shipments from Mexico destined for interior 



locdtions in the UntlL•d StJIL's would be inspecll'J ,mJ ::,e,lled dl the existing border purb ol l'llln ,111J 11bpl'l'IL·J tur till' 1ntq.;nty lll tliL· ::,v.il .it till' 
fringe inspection statJ011. Shipments originating with111 the encf.ive would be inspcl tL'J and C,L".lll'd ,ll the existing port-ol L'ntry l,lt llit )' llr 111spL'< led 
or the Sedl checked for integrity at the fringe in:;p,·<tll>n L1cility 

b. Inspection of Noncommercial Traffic: N,inL01rnnerc1al tr.illic entering thL' hord,·r L·nd-1\,' trt1111 f\k»1n1 wo1ild b,· ,,,1b1,·, l lt1 r.111dt1111 
inspection determined by a red/green light inspec:tion system at the port of entry. This system mJintJins the right of U.S. C11::,to111::, ,llld INS to 
inspect entrants to the United States. Nonmmmercidl traffic, domestic or furcign. seeking to enll'r till' mll'rior of the Unitv,1 St.ill',,, b,·y,ind the 
border enclave, would be subject to intense and thonn1gh inspection. 

c. Other Regulations: lmrnigr,ition l,11\·::. r,·g,irding L'mploymcnt ,rnd rc::.1dc1H e lllr toa·1gn n.itH>n,ib would he llllLh.tngvd. \II ,1l1,·1b 
would be required to obtain INS documentation to worl-. or live within the border enda, e. 

CAPITAL IM PRO VEM ENTS: The capital impro\·enwnts necessdry to build U .5. C u,,ll >llb, INS or other ,1gL'IH.:Y in,,pL·L'lwn f,lL'1 lltie:> .i I I nng,· 

locations, and the staffing of those facilities, would be financed and built by private capital. These facilities wtluld be administerl'd by thl' federal 
agencies ,,imil,u hl Centralized Examination Stations. 

U.S. INVESTMENT INCENTIVES: U.S. investment incentives should be directed to higher teclmolugy bu,,iness ime,,tlllL'i1b \\ 1thm the 

border enclaves and be consistent with Enterprise Zone incentives. Tax incentives should provide for lax credits dnd accelerntcd dcpn...:i.ition 
schedules for capital strncturcs and equipment, tax credib for the hiring of disadvant,iged worker!:> and local t,ix ml'J:>ures Bl>rdcr etll bves should 
receive a priority ranking in federal grant submissions including H.U.D. Community DL·velnpment Crants; E.D.A Public Works Cr.mts; H.11.S. 
Service Block Grants; and D.0.1.. Job Trammg Partnership Act Grants. Other measure:. should include the pri\;it1z,1twn ul infr.istnicture ,,,1, Ii .is 
toll roads, bridges, ports of entry and the staffing (bonded) of such facilities. 

LAW ENFORCEMENT: Local comm11nit1es will be concerned dbout a potentidl lack ui l.iw L'llimcemL·nt necess.iry Ill prulL'l'l till' public 

Federal law enforcement funding for intelligence and joint operations and the training/support activities with local officiab should be incrL·Jscd. 
Revenues from the sale of confiscated propertiL·s sho1ild be given to local police authorities. 



I 

I 

,, 
,, 

,, 

--

,, 
,, 

CHIHUAHUA 

Border Development Enclaves 
Nogales, Arizona 

--

• Primary Inspection 
Facilities 

Trade Area 
(15-mile radius) 

Border Development Enclaves 
El Paso, Texas 

' 
' ' 

• Primary Inspection 
Facilities 

1 Trade Area 
(50-mile radius) 

, NEW MEXICO - --- -... - --- --- ---, TEXAS 
' ~~------~~--

I 

I 

Sierra Blanca 



I 

I 
I 

Border Development Enclaves 

San Diego, California 

Primary Inspection 
Facilities 

Trade Area 
(35-40 mile radius) 

Border Development Enclaves 

Calexico, California 

--- ' ' ' 

I 
I 

• Primary Inspection 
Facilities 

Trade Area 
(25-50 mile radius) 

.L C_A_UFO!I~~ ____ _ 

BAJA CALIF. NORTE 



Border Development Enclaves 
Laredo, Texas 

1 
35 • Primary Inspection 

Facilities 

Trade Area 
(10-25 mile radius) 

Border Development Enclaves 
Lower Rio Grande Valley, Texas 

----- --- • Primary Inspection 
Facilities 

• Trade Area 
(SO-mile radius) 


	Front Matter
	Title Page
	Acknowledgements

	Institute for Manufacturing and Materials Management Free Trade and Border Development
	Free Trade and Border Deveiopment: A Plan of Action
	Component # 1 Free Trade and Border Development: Provisions in the Agreement
	Component #2 Free Trade and Border Development: Southwest Border Infrastructure
	Component #3 Free Trade and Border Development: A Proposal for a Favorable Investment Environment

	Free Trade and Border Development: The Role of the University of Texas at El Paso
	Attachments
	U.S.-Mexico Border Free Trade Enclaves




