
labor, however, is not the whole story. H-igh labor productivity is also essential ini keeping

unit labor costs low. Companies that have made sizable investments in training and

equipment have generally found Mexico's labor force to be of high quality. The aiea in

which Mexico reminrs deficient is transportation infrastructure, where a shortage of

modem rail and port facilities can add time (and cost) to doing business.

One important mechanism by which outside flrrms have taken advantage of the

incentives for doing business in Mexico is the border-based maquiladora industryY'0 The

niaquiladora functions as an export-processing zone, where Mexican or foreign firins can

import inputs into Mexidco free of duty and assemble them for export, paying duty only on

the value added in Mexico. (Recent chanzes allow some of the products to be sold ini


