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The Mexican AAC
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Conclusions and Options for Cooperation



Background (1)
AAC one of the first that started with process of 
outsourcing; this process will deepen in the short and 
medium term (including segments of higher value-
added), transfer of “modules” 
Regionalization of production in the AAC: 
consumers, tariff and non-tariff barriers, policies and 
incentives, …
Next to a technological “revolution” (?) in terms of 
EV and effects for new OEMs, new suppliers, …?
Crisis 2008-2009: huge regional differences
And: massive sectorial instruments (EU, UE, China 
…) (Rodrick 2010)



Background (2)
Deepening of competition –nationally and regionally-
, new technologies, standards and firms?
And, globally trend in ACC:

Deep regional shifts in production
Increasing Asian predominace
Newcomers: China, Corea, Brasil, México…
China 



Background (3)
Deepening of competition –nationally and regionally-
, new technologies, standards and firms?
And, globally trend in ACC:

Long term deep regional shifts in production
Increasing Asian predominace
Newcomers: China, Corea, Brasil, México…
China
Crisis 2008-2009: differentiated effects
Profound firm-level effects 



Background (4)



Background (5)



Background (6)



Background (7)



Background (9)



MEXICO (1)
2.7% of GDP; 16% of manufacturing´s GDP and 
round 1 million direct and indirect jobs (43% in 
autoparts, 32% mechanical workshops; 17% after-
market; 8% distribution; 6% manufacturing) 
Around 10,000 firms: 13 OEM manufacturing plants 
(passenger vehicles) and 11 OEM (commercial 
vehicles)
Around $80 billion intermediate consumption 
(INEGI 2010)
Domestic market sales of around 1 million (2004-
2008)



MEXICO (2)
5 Decrees (1962-1993) and NAFTA (1994)
– Chapter 401, 62.5% of regional value-added

Own legislation (2003, until 2010) for 
automobiles:
– Manufacture at least 50,000 units
– Invest at least $100 million in fixed assets
– “Newcomers”: 3 year transition period that allows 

for duty-free imports of units
– Annual supervision of public sector (SE)



MEXICO (3)

12 FTAs with 42 countries and 32 commercial and 
investment agreements
Mexico-China treaty to avoid double taxation 
(APPRI)
Several programs for temporary imports to be 
rexported (including maquiladoras)  



MEXICO (4)



MEXICO (6)



MEXICO (7)



MEXICO (8)



MEXICO (8)
MEXICO:

Profound crisis (2008-2009) and rapid recovery (2010/01-…)



CHINA (1)
Qualitative evolution: of AAC:
– 1970s-1980s: build up and slow growth
– 1980s-1990s: FDI and joint ventures
– 2000s-…: local brands and independent R&D and massive public 

strategies (municipalities, cities, provinces and central government)



CHINA (2)



CHINA (3)

CCPIT (2009) and DRC (2010): massive policies at 
different levels, including 12th Five Year Plan (2011-
2015), National Commission for Development and 
Reform, regulation of FDI in automobiles, etc., 
including:
– Independent technologies
– Clean vehicles, EV (hybrid?)
– Go Global (vs joint venture?)
– Local brands and domestic producers are supported massively
– Next consolidation, given 161 OEMs and 4,600 autoparts?  



CHINA (4)
Critical: Chinese brands increased their share over total sales from 
5% (2000) to 30% in 2009 (and 35% in 2015?)
Important investments in middle of global crisis: 20-30 million 
cars to be produced in 2020?
Several tiers of firms based on production, exports, foreign plants, 
etc, including in first tier: SAIC, FAW, Dongfeng, 
Chang´anBAIC, Guangzhou Automobile Group, Chery, BYD, 
Brilliance, Gelly and Great Wall, among others. Interested in LAC 
in 2010? Around 5 OEMs?



CHINA (5)
Champions in consolidation process? Will cities and provinces 
allow?



CHINA (6)



CHINA (7)



CONCLUSIONS (1)
MEXICO:

Mature domestic market, with slow growth (dependend on 
total GDP)
Limitations in the autoparts sector/massive imports? 
Dependend on OEMs and exports
In general: little R&D in all segments, few sectorial policies
Several decades of integration in North America
Since 1994: increasing share in US-market; main exporter in 
2009
Massive tariff benefits in NAFTA region and FTAs in Latin 
America and EU
Experience: logistics, supply chain, autoparts-automobile-
distribution-after sales market …
US: Culture, time-zone, …  



CONCLUSIONS (2)
CHINA

Local and brand firms: Chery, Geeely, Great Wall, BYD …
In addition to SAICS: since 2007 significant M&A 
process, also internal?

New sources of energy and EV? BYD
Massive investments and R&D (quality and results?)
Relatively high growth in productivity compared to other 
countries (DRC 2010)
Huge domestic market and demand
Ecological and international/political limitations?
Very competitive dometic market
Most important global project for technological upgrading?
Foreign trade, small so far, but in 2011/2012 …



PROPOSALS (1)
Need to analyze the FAW-Grupo Salinas joint venture, 
paradigmatic for México-China relationship in AAC:
– FAW: not sufficienly prepared (supplier system, …)
– Grupo Salinas: long term commitment and knowledge on market?
– Secretaría de Economía: no sufficient annual evaluation and duty free 

permissions?
– Discuss the case in detail for future joint ventures between México 

and China



PROPOSALS (1)

In depth 10-digit project on effective exports of AAC from 
Mexico to China
Why has this cooperation process been so slow and 
ineffective?
Explicit topic in Binational Commission China –México
Formulation of a short, medium and long-term agenda in AAC
If AAC critical for China-Mexico relationship in the short and 
medium run, which sector will show some initiative (such as 
this Dialogue)?
2 concrete projects on the effective potential among both 
countries in AAC: see proposals at Binational Commission 
(2010)



PROPOSALS (2)
Actions among public, private and academic sectors
Effective “strategic partnership” and long term cooperation 
in AAC
Private and public sectors: short, medium and long term 
agenda in the AAC?
ProMéxico: training of Mexican business for the Chinese 
AAC and better informed delegations to China and future 
Dialogues
Secretaría de Economía: commit to law and Decree of 2010 
annual (!) evaluation and debate on its further limitations? 
(explicitly for Indian and Chinese firms?)
Education: increase exchange –students, engineers, MBAs, 
etc.- in the AAC, for example IPN/UNAM/ITESM and 
Tongjii University (SRE and SEP, as a priority for 
scholarships? 
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