
3.1.2 DOME8?ZC PRODUCTION

The Mexican auto parts industry was initiated with thie
presidential decree of 1962. Witii the. objective of increauing
Nexican production of auto parts, this decree stipulated that
vehicles manufactured in Mexico should have et least a 60% local
content level. It also steted that this could be reached. by
incorporating Nexican parts Into thie production of actor
veliic les.

Thie local auto parts industry consista of about 500 companies,
employing some 165,000 people. It eccounts for 2.7% of total
manufacturing GDP and han show» an average annuel qrowth rate cf
8% betw.en 1978 and 1990, several points ebove total CDP growth.
Auto part manufacturing plants are located in the. following
cities: Mexico City 65%, Monterrey 12%, Queretaro 4%, PI-Ibla 4%,
Toluca 4% and Guadalajara 2%, as well as close ta thie Mexico-U.S.
border.

The industry cen be divided into three sectors: (1) wel
established Mexican f irms who have traditionally manufactured
parts for the local market and have in some cases not met
international standards of quality and efficiency; (2)
maquiladora plants located in Mexico to take advantage of lov
labor costs and favorable tariff treatmente viien exporting ta the
United States; and (3) new f irms f ormed through joint ventures
and teclinical assistance agreements witii foreign f irms. These
f irms are poised to compete for sale ta assembly operations
abroad.

Since the f irst haîf of the Sots, local production of auto parts
<excluding notors) hias been growing et an average annuel rate cf
7%, fr0. $6.7 billion in 1986 to $8,1 billion in 1990 and $12.8
billion in 1991, accordinq to the. latent projections. During this
process, thi. imported contents of national ly produced auto parts
grew fr0. 9.4% in 1986 to 26% in 1990. At the same time, exporte
maintained a stable qrowth rate of 23%. These increases reflect
the. greater degree of openness of the. auto parts industry. With
the new 1989 decree, Mexican auto part f iras will add to their
strengtii and show higli rates of growtii.
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