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Introduction. This research seeks to analyze the effects of the Mexican trade balance on
the basis of the Mexico—Japan Economic Partnership Agreement period 2005-2017. The
research question is: what are the effects of the Mexican trade balance during the period
2005-2017 in terms of Economic Association Agreement Mexico—Japan?

Materials and Methods. The research method used is empirical-analytical and documen-
tary. The current investigation consists of the antecedents of the problem which are first
given to delimit it, then a justification is made, the variables and hypotheses are raised,
to later establish the objectives of the investigation.

Results. A conceptual and empirical theoretical revision of the literature is made; the
context is established with the unit of analysis and the method is developed. it is ob-
tained, that the Economic Association Agreement Mexico—Japan has strengthened the
economic relationship between both countries. However, Mexican exports need support
and development programs.

Discussion and Conclusion. Mexico is very important to be a self-sufficient country in
the production of goods and services to establish stable economic indicators that do not
affect the country’s trade balance. The practical importance of the study assumes the use of
the results obtained in future projects of economists of researchers of the world economy.

Keywords: Economic Association Agreement Mexico—Japan, Mexican trade balance, for-
eign direct investment
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Beenenne. Llens craTby — 3y4nTh BausHue CornameHus 00 9KOHOMUYECKOM MapTHEPCTBE
Mexay Mekcukoit u SInonueii Ha ToproBeiid 6ananc Mekcuku B 2005-2017 rr. AKTyaJIbHBIM
IIPEICTABISIETCS BOIPOC 00 N3MEHEHNH CallbJl0 TOproBoro 6ananca Mekcuku B 2005-2017 rr.
B KoHTeKkcTe CornameHus 00 S5KOHOMHYECKOH acconuanuu Mexay Mekcukoi u Snonueit.
Marepuabl ¥ MeTOAbI. B HcClIeI0BaHUM HCIONB3YIOTCS SMINPHKO-aHATUTUIECKUI U 10-
KyMEHTaJIbHBIH METO/IbI, aHAIU3UPYIOTCS Pa3/IMuHble IIEpEMEHHBIE T0Ka3aTeIH U THIIOTE3bl,
HEOOXOJUMEIE I ONpEeNIeHHUs IeIH M 3aJad UCCICIOBAHUS.

Pe3yabTaTsl nccienoBanus. [IpoBeieH KOHIENTYaIbHbBIH U SMIHPHICCKUI TEOPETUICCKHUH
0030p nHUTEpaTyphl; ONPENEIeH KOHTEKCT HccieayeMol npobieMbl; pa3paboTaHa MeTo/10-
norus uccnenosanus. Jlokazano, uro Cornamenne 00 S9KOHOMHYIECKOI acCOIMAIIH MEX Iy
Mekcukoid U SInOHUEN yKpenuiao 3KOHOMHYECKHE OTHOUICHHMS MEXIY JBYMS CTpaHaMu,
OJJHAKO MEKCHKaHCKHH JKCIOPT HYXKAaeTci B IMOAJCPKKE M IPOrpaMMax Pa3BUTHS.
OO0cy:xaeHue W 3aKiai04eHne. MeKCHKe OYeHb Ba)KHO OBITH CaMOJOCTATOYHOH B IpOM3-
BOJICTBE TOBAPOB M YCIYT JUIS HOCTHXKCHUS CTAOMIBHBIX YKOHOMHUYECKHX IOKa3aTelel, He
BIMSIONIMX Ha TOPrOBBEIH OanaHc cTpaHbl. IIpakTHueckas 3HAYMMOCTB 3aKIIOYAeTCs B BO3-
MOXHOCTH HCIIOJb30BaTh MOJYyYCHHBIE Pe3yIbTaThl B OyIymMX HPOEKTaX U pa3paboTKax
Y4EHBIMH-9KOHOMUCTAMU U CIENUAINCTAMH, 3aHUMAIOIIMHUCS UCCISIOBAHNEM 3KOHOMUKHI
3apyOeKHBIX CTPaH.

Knwuesvie cnosa: CornameHne o0 3KOHOMHUYECKOH acconmanuum Mexay Mekcukoin
u SlnoHue, Topropeiii O0amaHc MEKCHKH, NMpsSIMble WHOCTPAHHbIE MHBECTHLIMU, YKOHOMH-
YEeCKHE OTHOLIEHHUS

Introduction. April 1, 2017 marked the 12" anniversary of the entry
into force of the Economic Association Agreement (EPA) Mexico—Japan.
During this period, bilateral trade increased to almost 7 million dollars
until 2016, compared to the 2005 figure; however, Mexico maintains
a trade deficit of almost 13 million dollars with Japan until 2016.
The importance of the AAEMIJ is to create a strategic partnership that
strengthens bilateral activities such as trade and investment, through the
improvement of business, education, job training, support for small and
medium enterprises (SMEs); which includes rules of origin and customs
procedures, sanitary and phytosanitary regulations, investment, services,
competition and bilateral cooperation.

For Mexico, the AAEMJ represents an important opportunity to boost
exports to the Japanese market and attract investment to increase produc-
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tion, employment, and competitiveness. In addition to encouragement by
Japan to SMEs through cooperative support. For Japan, the condition
of the agreement is to take advantage of the country as a platform to
export to the United States, Europe and South America.

The current investigation consists of the antecedents of the problem
which are first given to delimit it, then a justification is made, the vari-
ables and hypotheses are raised, to later establish the objectives of the
investigation; later, a conceptual and empirical theoretical revision of
the literature is made; the context is established with the unit of analy-
sis and the method is developed. Finally, the results are presented with
their conclusions.

The Mexico—Japan Economic Association Agreement (AAEMJ) was
signed on September 17, 2004 and entered into force as of April 1, 2005.
This Agreement links us to the second largest economy in the world, and
contributes to increase the production, employment and competitiveness'.
From the external debt of 1982, the economic policy of Mexico adopted
an export-oriented industrialization model, seeking the development of
its economy through the capture of foreign direct investment (FDI) from
multinational companies and the export of industrial products. “Mexico
is open to receiving FDI through the elimination of trade barriers, the
establishment of a maquiladora regime, etc.” [1, p. 49]. As effects of
Japanese Foreign Direct Investment (FDI) placed in Mexico has achieved
high percentages, becoming Japan as the second destination for Mexico
of exports and the first investment partner in Mexico.

Pro Mexico mentions that as a result of the signing of the AAEMJ,
a considerable amount of trade has been obtained between both countries,
having grown by 73,4 %, from 12,758 million dollars in 2004, to the
aforementioned 22,129 million dollars in 2015. In recent years, Japan
has become the second destination for Mexico of agricultural and food
exports. Japanese foreign direct investment has had a great impact in
Mexican territory, mainly for Japanese companies with an investment of
20,000 million dollars. In 2015, foreign direct investment in Mexico was
$ 1,329 million, which made Japan the first Asian investment partner
and third worldwide with 4,7 % of the total®.

Japanese companies promote the creation of employment sources in
Mexico, in addition to the technological transfer that contributes to im-

' CONAPO. Acuerdo de Asociacion Econdmica México Japén. 2004. Available at:
www.sice.oas.org/TPD/MEX JPN/Studies/puntos_s.pdf (accessed 22.06.2017).

2 Pro México. Diez afios del Acuerdo de Asociacion Econdmica México-Japon logros,
retos y oportunidades. (s.v.). 2015. P. 12. Available at: www.promexico.mx/documentos/
biblioteca/10-anios-acuerdo-mexico-japon-esp.pdf (accessed 20.02.2017).
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prove the quality of life of the communities where they are established.
However, the result of the trade balance is deficit within the Mexican
economy, due to the growth of imports that come from Japan, for the
establishment of industrial plants subsidiary of Japanese companies.
Ya. Tokoro points out that however, for ten years the deficit of the bi-
lateral trade balance is four times more favorable to Japan. Exports to
Japan have not grown in recent years, which shows that there has only
been one import opening that only benefits Japanese trade [1, p. 54].

The strategic sectors in Mexico show a great disparity to Japan,
since they show the great Japanese development and the weak Mexican
economy. Mexico is in charge of providing raw materials for Japan,
mainly food and agriculture; Japanese electrical / electronic products
participate in an important way in the Mexican market.

Delimitation of the problem. The present investigation delimits for
its application of study the international context Mexico—Japan in the
international relation that occurs through the Agreement of Economic
Association with the objective of analyzing and identifying its effects
in the Mexican trade balance. The country of Mexico, as a result of the
elimination of trade barriers to the Japanese country, has resulted in an
increase in Japanese FDI, causing an increase in imports in Mexico,
maintaining rates with ups and downs and a decreasing trend in inter-
national trade.

According to T. Okabe & R. S. Carrillo, in the period 2003-2013,
both exports and imports show an intermediate growth, representing 1,21
percent of all non-oil exports from Mexico in 2003, which increased in
the 1,59 percent in 2008. However, as of 2008 exports to Japan begin
to decline, presenting a deficit trade balance at an average of 11,937
million dollars per year [2, p. 116].

Mexico maintains a deficit trade balance against Japan at an average
of close to 13,000 million dollars per year until 2016, due to import
requirements in the assembly of manufacturing industries, as well as
imports of automobiles. It should be noted that domestic exporters are
not taking full advantage of the agreement. Japan granted Mexico annual
quotas of products that can be exported without paying a tariff and that
are not being used 100 %, as would be the case of leather, footwear and
honey products among others [2, p. 117]. The lack of development in
infrastructure, transportation costs, the inaccuracy of information to carry
out exports, such as the lack of investment in maritime ports, leads to
operational deficiencies that become an export obstacle for Mexican SMEs.

According to the previous approaches, the research tries to answer
the following questions:
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a) What behavior has the Mexican trade balance had during the period
2005-2017 according to the Agreement of the Mexico—Japan Economic
Association?

b) How is Mexico’s international competitiveness compared to Japan
in the period 2005-2017, depending on the business opportunities, insti-
tutional framework and macroeconomics of the country?

¢) What is the economic growth that Mexico has had during the bilat-
eral relationship with Japan period 2005-2017, according to the business
opportunities, institutional framework and macroeconomics of the country?

Justification. Currently, international economic and trade relations
between countries play a very important role. An influential factor to
carry out free trade is globalization through international treaties or
agreements. The AAEMJ opens the possibility of increasing the trade of
products and services between both countries in order to complement the
advantages and disadvantages of the parties. The bilateral relationship
set forth in this agreement shows negative results in macroeconomic
terms since 2008.

Therefore, this issue deserves to be addressed in order to seek
a definitive solution to the silver problem. The study is focused on car-
rying out an analysis of the AAEMJ and determining the causes of the
results that the Mexican trade balance throws in terms of the international
commercial relationship with Japan. In order to generate proposals for
improvement that benefit companies doing international business with the
eastern country. So to raise ideas for the increase of Mexican exports.

Variables and hypothesis of work. General hypothesis: The Mexico—
Japan Economic Association Agreement does not have a positive influ-
ence on the commercial balance.

Specific hypotheses: Business opportunities impact the balance and
imbalance of the country. The institutional framework influences the
international competitiveness of a country. Macroeconomics in a country
determines its economic growth.

In the current investigation correspond the following objectives:

— General objective: To analyze the result of the Mexican trade
balance during the 2005-2017 period according to the Mexico—Japan
Economic Association Agreement;

— Specific objectives: To determine the result of the balance of pay-
ments in Mexico period 2005-2017, according to the business opportu-
nities, institutional framework and macroeconomics of the country. To
analyze competitiveness in Mexico in the 2005-2017 period, based on
business opportunities, institutional framework and the country’s macro-
economics. To identify economic growth in Mexico period 2005-2017,
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based on business opportunities, institutional framework and macroeco-
nomics.

To enter the research, it is necessary to expose the basic concepts and
main theories of the research variables. In the first place, the concept of
the Economic Partnership Agreement Mexico Japan is explained, ending
with the commercial balance.

Mexico Japan Economic Association Agreement. The Mexico Japan
Association Agreement aims to improve economic relations between
Mexico Japan through Japanese investment and the increase of Mexican
exports. G. M. Delgado details the Mexico Japan Economic Association
Agreement: The Mexico Japan Economic Association Agreement was
signed on September 17, 2004, by Prime Minister Junichiro Koizumi
and President Vicente Fox, during the state visit made by the ruler
Japanese to Mexico. The document was approved in the Mexican Sen-
ate on November 18 of the same year, and entered into force on April
1, 2005 [3, p. 277].

The Mexico—Japan Economic Partnership Agreement has as a priority
the unblocking of bilateral trade between Mexico and Japan, through
the liberalization of economies. G. Garcia defines the Mexico Japan
Economic Association Agreement as the Mexico Japan Economic As-
sociation Agreement was signed on September 17, 2004 and entered
into operation on April 1, 2005. The objective of the EPA is to promote
trade liberalization and the investment between Mexico Japan [4, p. 118].

The AAEMIJ contemplates legal aspects that determine practices
to promote socioeconomic relations between both countries and thus
strengthen the diplomacy between both countries. The EPA contemplates
the elements of a free trade agreement, as well as various provisions
to intensify bilateral cooperation and promote social and economic rap-
prochement between both countries®. The Economic Association Agree-
ment Mexico Japan entered into force on April 1, 2005. It has as its
main objective, to originate the economic and social development between
both countries and has elements to intensify bilateral cooperation and
promote investment between Mexico and Japan.

Trade balance. Next, some authors of the state of the art who parley
different concepts and the functions of the commercial Scale are an-
nounced: Robinson delimits that for any country an increase of the trade
balance is equivalent to an increase of the investment, which usually leads
(given the level of national investment) to an increase in employment.

3 Tapia Zuckermann E. El Acuerdo de Asociacion Econdmica entre México y Japon:
Relaciones comerciales para el siglo XXI. 2005. P. 58. Available at: https://revistas-colabo-
racion.juridicas.unam.mx/index.php/juridica/article/view/11589/10600 (accessed 20.02.2017).
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The increase in the trade balance of a country at best does not affect
the level of world occupation. The decline in a country’s imports means
the decline of exports from other countries, and the balance of the trade
balance for the world as a whole is always equal to zero*.

Clearly, Robinson explains that the trade balance can show positive
and negative balances depending on bilateral trade. The main cause of
the balance, are the investments that are established within a country,
based on the growth of investments increase both exports and imports of
a country. R. J. Paschoal defines the commercial balance as it generally
includes the highest values of the balance of payments. That balance
is defined as the difference between exports and merchandise imports.
Regarding the value that exceeds that of imports, it is said that there
is an active trade balance; in the opposite case, it is said that there is
a passive trade balance [5, p. 688].

The trade balance is a determinant of the economy of a country, which
measures the number of exports and imports that a country makes in
the exchange of goods and services, helps to determine a result whether
positive or negative according to the flow of goods from a country. The
commercial balance regulates in a general way the movement of trade
flows, thus establishing a negative or positive balance depending on the
increase in exports and imports made by a country abroad. C. F. Robert &
M. A. Taylor defines that the balance is the price of the country’s trade in
terms of the difference between the total value of its exports and the total
value of its imports (in general, both goods and services are included). The
countries that import more than export they have a trade deficit [6].

The trade deficit is a result of the lack of self-sufficiency on the part
of a country and little development, lack of productivity, inflation, and
little support for companies are factors that lead to low export levels.
Therefore, a country that does not produce according to the needs of the
society that forms a country before a globalized world. It implies that
the country requires buying goods and services abroad, for the benefit
of countries with a gross domestic product and a high GDP per capita.

Finally, M. S. Vazquez, R. J. Madrigal mention that in the commercial
balance a trade deficit or surplus may occur depending on foreign trade:
It measures the differences between exports and imports of a country.
There is a deficit when the balance of the trade balance is negative, that
is, it is imported more than what is exported and a surplus when the
value of exports exceeds imports [7, p. 20]. The trade balance records

* Robinson J. Contribuciones a la teoria econémica moderna (primera Ed). México,
Espafia, Argentina, Colombia: Siglo xxi editors; 1979. P. 227.
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the number of exports and imports made in a country during a fixed
period. Subsequently, it determines the balance of the trade balance by
establishing a trade deficit or surplus of a country. The final result of
the Trade Balance affects the economic activity of a country.

Review of theories. Subsequently, the main theoretical complements
of the variables are presented, which were considered by the classical
and neoclassical theories. First, the complementary theories of the vari-
able independent are shown (table 1).

The classic theory of the comparative advantages of D. Ricardo
mentions that each country has different economies, which leads to the
specialization of products or services, depending on the technological,
industrial, labor capabilities, etc. According to the theory of Heckscher
and Ohlin, the intensive technologies of each country determine the level
of productivity of each country relative to work, where the price of the
factors is impacted in the price of the goods, a country exports the goods
that it produces according to the technological intensity of the country.
The new theory of international trade by P. Krugman mentions that it
has two principles that are imperfect competition and intra-industry trade,
involve greater technological progress, monopolies, aggressive policies
of protectionism, foreign direct investment, etc. They are factors that
impact on the competitiveness of countries, for international trade.

The theories that apply in this investigation are three, those of Krugman,
D. Ricardo and Heckscher & Ohlin; they determine and describe exactly the
aspects established in the AAEMIJ. These theories allow the analysis of the
characteristics and results achieved in the AAEMJ (table 2).

The following theories were found for the variable (Y). The main
theories on the commercial balance are analyzed, authors like D. North
(1970) and Krugman and Obstfeld (1953) are mentioned; They explain
how the growth or development of a country’s production impacts on the
behavior of the commercial balance. Douglas North (1970) states that the
regions of today are economies open to globalization, an era that implies
trade opening and determines that each country produces goods and ser-
vices, and then trade with other countries. Krugman and Obstfeld (1953)
explain in their standard model of trade, that each country has different
capacities to produce, the level of productivity depends on the economic
capacity, lack of technology, economic and social development of the
country, which limits the capacity production of a country. Therefore, the
demand and supply of goods and services determine the balance in trade
with other countries. It is important to maintain balanced macroeconomic
levels in order to increase or maintain a good international competitiveness
that has an impact on the country’s socioeconomic stability.
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In the negotiations of the EPA, real export opportunities were achieved

where Mexico has great potential, through tariff and non-tariff advantages that
allows to increase the participation in the Japanese market, with long-term

legal certainty that no other country has to Japan. Mexico gained access to

fee, asparagus, fresh broccoli, tomato, cabbage, pumpkins, eggplant, legumes,
A preferential access was negotiated with quotas for very sensitive products
for Japan and of great interest for the Mexican productive sector. Quotas were

the Japanese market in products with great potential in this sector: green cof-
lemons, mango, avocado, guava, papaya, egg, pectin, wines, tobacco, albumin’.
obtained for the Mexican productive sector in the following products: pork
meat, beef, chicken meat, orange juice, honey, catsup, pasta, tomato puree,
sorbitol, orange, dextrins®.

> CONAPO. Acuerdo de Asociacion Econdémica México Japon.

¢ Ibidem. P. 4.
7 Ibidem
8 Ibidem.
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Japan is one of the leading importers of fishery products in the world.
Mexico negotiated that all products of interest are included in the Agreement,
which represent almost 80 % of Mexican exports of fishery products to Japan.
Among the main products that have immediate tariff-free access are fresh and
canned yellowfin tuna, shrimp, some crustaceans and mollusks and octopus.
For sardines and squid, quotas were negotiated.

According to CONAPO for the automotive sector, of interest to Japan
and sensitive to Mexico, the following scheme was negotiated: Japan was
granted immediate access for only an amount equivalent to 5 % of the do-
mestic automobile market. Under the current regime for the promotion of the
Mexican automotive industry, the equivalent of 3 % of the national market
is already free of duty®.

Table 4. List of Japanese products with immediate access to Mexico”

Tabnuna 4. CnHCOK IMOHCKHX TOBAPOB, MOJYYHUBIIHX HEMOCPeACTBEHHbIIT
JAOCTYN HA MEKCHKAHCKHI PHIHOK

Electrical manufactures /

REGIONOLOGY
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Capital goods /
CpeacTBa npou3BoJICTBA

DaexTpudeckoe obopy-
JIOBaHHE

Electronic equipment /
DnexTpoHHOE 000pyHO-
BaHHE

Hydraulic turbines / I'u-
JIPaBIHYCCKHE TypOUHBI

Certain compressors /
Komrmpeccopsl onpee-
JIEHHOTO THIIa

Mechanical cranes with or
without boom / Mexanu-
YeCKUE KPaHbl CO CTPETON
i 6e3 cTpessl

Forklifts / Buounsie mo-
IrpY34HKH

Mechanical shovels / Me-
XaHUYECKHUE JTOTATHI

Excavators / DxckaBa-
TOPBI

Air generators / I'enepa-
TOpbI BO3/yXa

Certain power generators /
DIIeKTpOreHepaToOPEI
OTIPE/ICNIEHHOT 0 THIIA

Sources / power amplifi-
ers / UICTOYHUKN MTHUTAHUS
W YCHIUTENH MOITHOCTH

Illuminated indicators /
CBETOBBIC MHAMKATOPHI

Audio and video switch-
boards / Ayano- u Buzmeo-
KOMMYTaTOPbI

Audio conference gen-
erators / ['enepatopsl
ay IHOKOH(epeH I

Computers / Komnbroteps

Printers / IIpunTepst

Monitors / MOHUTOPEI

Equipment to interconnect
networks / O6opynoBaHue
JUISL COeIMHEHUS ceTel

Telephone operator serv-
ers / CepBepsl TeneoH-
HOH CBsI3U

Mini telephones / Munu-
ATC

“ Own elaboration / ABropckast 00paboTKa TaHHBIX

The promotion of activities in areas such as support industry; small and
medium businesses; promotion to trade and investment; These are provisions
that allow the strengthening of economic relations between both countries, in
terms of bilateral cooperation. Pro Mexico mentions the percentage of tariff

° Ibidem. P. 10.
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liberalization with respect to Japan, and shows great immediate access free
of duty: Japan immediately released 91 % and in the medium term 4 % of
the tariff currently applied to Mexico for 95 % of the tariff fractions. The
remaining 5 % of the tariff fractions consists of sensitive products!®. Japan
grants immediate tariff-free access to Mexico under quotas: leather footwear
and clothing apparel.

Mexico immediately released 44 % of the tariff fractions that currently
apply to Japan. Within this 44 % of the tariff fractions are included
mainly items that are not produced in Mexico and inputs for domestic
industry, such as high-tech products. (s.p). Below is a list of Japanese
products that have immediate access to Mexico (table 4).

Some of the characteristics that differentiate Japan from Mexico:

— Japan is the second largest economy in the world (GDP per capita
34100 $);

— The population has an average age of 43 years and a highly edu-
cated workforce;

— It is the eighth source of foreign direct investment (FDI) worldwide;

— It is one of the countries with the highest savings rates;

— Leading producer and exporter of high technology products;

— It imports 60 % of its food consumption (3rd importer worldwide);

— It is the main market in Asia of Mexican exports.

The characteristics that differentiate Mexico from Japan:

— Abundant young and skilled workforce of average age of 27 years;

— Economy that needs increasing levels of FDI and domestic invest-
ment;

— Importer of high technology systems and products;

— Producer and exporter of value-added products and maquila resources;

— Producer and exporter of agricultural products (table 5).

As a result of the AAEMJ, it is obtained that some agro-food and
industrial products in tariff-free preferential access are shown in a table
below (table 6).

Research methods. The type of research that is carried out in this
study is of an empirical-analytical nature (quantitative) based on the
investigation, analysis and verification of numerical data. This research
is also documentary, since it focuses on research, interpretation of docu-
ments for the presentation of data and information. The data collection
is carried out under a period of time, as far as a longitudinal investiga-
tion is concerned.

10 Pro México. Diez afos del Acuerdo de Asociacién Econémica México-Japon logros,
retos y oportunidades.
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Table 5. Mexico-Japan complementarity'

Taonuma 5. Bzaumogononusiemocts Mekcuku U SInonun

Japan / SInonus

Mexico / Mekcuka

Third world economy / TpeTbst 9KOHOMHKA
Mupa

Population with an average age of 46 years /
Cpennuii Bo3pact HaceneHus — 46 et

Highly trained workforce / BeicokokBanu-
¢dunupoBanHas pabouas cuia

Among the developed economies, Japan is
the second largest source of foreign direct
investment globally / Cpeau pa3BuThIX
cTpaH SIMOHUS ABISIETCS BTOPBIM I10 BEJIH-
YMHE UCTOYHHKOM HPSMBIX HHOCTPAaHHBIX
HHBECTHULHH B MUpE

Producer and exporter of high technology
products / IIpou3BoauTeNb U dKCIOPTEP
BBICOKOTEXHOJOTMYHOM MPOAYKIHN

Importer of goods with medium-high
technology such as electronics, household
appliances, and the automotive sector /
VMiopTep TOBapoB CO CpeHEe-BHICOKHUMH
TEXHOJIOTHSIMH, TAaKUX KaK JJICKTPOHHKA,
OBITOBasI TEXHMKA M aBTOMOOMIIbHASI TIPO-
JIYKIHS

Importer of 60 % of their food consumption
(third place in the world) / Ummoprep 60 %
MoTPeOIAEMbIX IIPOTYKTOB IUTAHUS (TPEThE
MECTO B MHPE)

Fifteenth economy in the world / Ilstaan-
narast 9KOHOMHKa B MUpE

Population with an average age of 27 years/
Cpennuii Bo3pact HaceneHust — 27 et

Abundant young and skilled workforce /
Borarteie pecypchl MOJOJON ¥ KBaludu-
LUPOBAHHOH paboueil cuibl

Thirteenth place as a pole of attraction for
foreign direct investment worldwide and
the third in Latin American / Tpunaauaroe
MECTO B Ka4eCTBE IOJIOCA TPHBICYCHUS
HPSIMBIX HHOCTPAHHBIX HHBECTHIHI BO BCEM
MUpE 1 TpeTbe MecTo B JIaTuHCKOI AMepuke

Importer of high technology products / m-
HOPTEP BEICOKOTEXHOIOTUIHON IIPOTYKIIHH

Producer and exporter of goods with me-
dium-high technology and agro-food /
IIpousBoauTeNb M SKCIOPTEP TOBAPOB CO
CpeaHe-BBICOKMMH TEXHOJIOTUSAMH U arpo-
IPOIOBOJILCTBEHHOH MPOTYKIHH

Need to complement national investment
with foreign/ Heo0X0oauMOCTb JOTIOTHEHUS
HAI[MOHAJIbHBIX MHBECTUIII HHOCTPAHHBIMU

Design of the investigation. The collection of quantitative informa-
tion is obtained by means of measuring instruments useful for obtaining
numerical data, by means of a sequence of time.

Research instruments. The instrument used in this research is the analysis

REGIONOLOGY
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Table 6. Agro-food and industrial products with preferential tariff-free access !

Tab6unuma 6. ArponpoaoBoIbCTBEHHbIE H NPOMBILIJIEHHbIE TOBAPHI ¢ npedepen-
IHATBHBIM (eCHOIIHHHBIM 10CTYNIOM

Agro-food and industrial sectors / Arpomnpo- Industrial sector / TIpombinieHHBINT
JOBOJBCTBEHHBIH M NPOMBIIUICHHBIH CEKTOpa CEKTOp

of documents, because the case study that is addressed requires a process of
interpretation and analysis of information. An analytical-synthetic process is
carried out, because the information is studied, interpreted and synthesized to
give rise to a new document that is easier to access and disseminate. For the
statistical analysis, the Excel program is used and queries are made in Banxico,
the World Bank and Macro Data where numerical data on the behavior of
each of the indicators is determined; to then, represent the results by means
of graphs and take them to the observation and analysis of the figures.

"' Own elaboration with data from Pro México.
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Products with tariff preference within quo- Tariff-free products / ToBapsl, He 06-
ta / ToBapwl ¢ TapudHOil npedepeHuneil jaraemple MOIMITHHOMN:

B Hpefleﬂiﬂl(( KI;QTII:II d 4/ — Meat and leather products / MscHbie
—Beef, pork, chicken and processed /ToBsnuna, ¢ oscepennpie H3IeITHs;

CBHHHHA, KyPHLIa, B TOM YHCIIE nepepaGOTax-.mee; _ Leather footwear / Koxaras 06yss;
— Juice of concentrated orange and; de- . ’
concentrated / Komuenrpuposannpi — eatherarticle/Msnenus us xoxu;
¥ JIeKOHIeHTPUPOBAHHBII anenbchHOBbI cox; ~ — Garments and clothing accessories /
— Fresh orange / CBexue amnenbCUHBL; Onesxna u akceccyaper,

— Agave syrup / Cupon araBsl; — Sorbitol / Copbur;

— Natural honey / HaTypanLHmﬁ MEI; — Dextrins / HBKCTpI/IHBI;

— Banana / banamsr; — Citric acid / JlumonHas kuciora
— Pasta and tomato puree / MakapoHHbIE H3-

NeNIHs 1 TOMaTHOE MI0Pe;
— Tomato sauces / ToMaTHbIE COYCHI

Results. Table 7 presents the results based on the documentary analy-
sis on trade and investment, customs procedures and rules of origin and
infrastructure: consecutively, the quantitative results of the statistical
analysis are shown in graphs, on the number of exports and imports,
inflation, infrastructure and Gross Domestic Product.

Analyzing the results, it is determined that the total trade of Mex-
ico has increased 6,974,282 million dollars from 2005-2016 showing
a growth of exports from Mexico to the Japanese country. However,
the trade deficit that Mexico has with this country has been increasing
with a value of 2, 372, 358 million dollars for the period 2005-2016.
The Economic Association Agreement between Mexico and Japan has
caused changes in foreign trade between both countries. As a result,
a growing pattern of deficit bilateral trade for Mexico has been consoli-
dated, derived from the importation of high-value industrial inputs and
the export of agricultural products [4].

Analyzing the results, it is determined that the total trade of Mexico
has increased 6,974,282 million dollars from 2005-2016 showing
a growth of exports from Mexico to the Japanese country; however, the
trade deficit that Mexico has with this country has been increasing with

12 Pro México. Diez afios del Acuerdo de Asociacion Econdémica México-Japon logros,
retos y oportunidades.
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a value of 2, 372, 358 million dollars for the period 2005-2016. Japan
is the main beneficiary of the AAEMJ.

Table 7. Total trade and Mexican trade balance'

Taonuuma 7. O0muii 00beM TOProBJIM H TOProBblii 0ananc MeKCHKH

Total trade / OG6uuit 00beM Mexican trade balance /
Year /Ton TOPTOBIHU Toproseiit 6ananc Mekcuku

2005 14,547,792 -11,607,768
2006 16,889,195 -13,701,119
2007 18,255,616 -14,430,342
2008 18,328,485 -14,236,415
2009 12,997,696 -9,796,514
2010 16,940,239 -13,089,131
2011 18,745,780 -14,241,206
2012 20,265,942 -15,044,458
2013 19,320,159 -14,832,059
2014 20,153,048 -14,936,096
2015 20,385,669 -14, 350,667
2016 21,522,074 -13,980,126

3,5

3,0

2,5
2,0
1,5
1,0
0.5
0,0

2005 2010 2016

B Mexico / Mekcuka M Japan / Slmonust

Fig. 1. Direct Foreign Investment Mexico—Japan'*
P uc. 1. [Ipsimble nHOCTpaHHbIEe MHBEeCTHIIMH (Mekcuka u SnoHus)

13 Prepared by the authors with data from the World Bank: Balanza comercial. Banco de Mé-
xico. Available at: www.banxico.org.mx/divulgacion/glosario/glosario.htlm (accessed 21.06.2017).
!4 Banco Mundial. Inversion Extranjera Directa, entrada neta del capital (% del PIB). World
Bank Group. Available at: https://datos.bancomundial.org/indicador/BX.KLT.DINV.WD.GD.
ZS?nd=2016&locations=JP-MX&name desc=true&start=1961&view=chart (accessed 18.07.2017).
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The great geographic distance and the so different cultures between
both countries become an obstacle for Mexican exports. Figure 1 de-
termines that the investment of manufacturing companies in Mexico
has been increasing, putting into practice the interests agreed under the
AAEMJ, the meaning of the great comparative difference of investment
between both countries, is that Japan is a country with a stable, develop-
ment and constant economic growth, while Mexico maintains problems
in the Mexican economy. T. Okabe (2004) mentions that FDI in Japan
has experienced a positive increase since the 1970s. But it seems that
there are difficulties for mutual understanding because of the difference
in culture and customs [10, p. 118].

The increase in direct foreign investment in Mexico results in the
increase of imports of electronics, technological products to project and
execute the activities of Japanese manufacturing companies in Mexico.
Emphasis has been placed on the establishment of clear and reliable rules
for the certainty of the origin of goods, as well as clear guidelines to
verify compliance with the provisions on origin.

In terms of bilateral cooperation, provisions have been defined that
allows promoting the strengthening of economic relations between Mexico
and Japan. In this way, it is intended to promote activities in specific
areas of mutual interest such as: Support industry; small and medium
businesses; promotion of trade and investment; science and technology,
education and job training; tourism; farming; environment; intellectual
property; and improvement of the business environment.

Customs procedures and rules of origin in the AAEMJ:

1) Sanitary and phytosanitary regulations. It preserves the right of
each State to adopt sanitary measures to protect human, animal or plant
life or health against risks of diseases, pests, additives or contaminants;

2) Temporary entry of business people. Entry and temporary migra-
tion of persons for business purposes. Migration authorities should not
take more than 30 calendar days to issue the document;

3) Safeguards. They have a strictly tariff character and their maxi-
mum duration is four years and does not apply to the limited quotas the
degree of openness in force in the national legislations;

4) Services. The following services stand out: transport, profession-
als, telecommunications, distribution and tourism, etc. The principles
stand out: National treatment, most favored nation and is consolidated;

5) Investment. They emphasize the principles of national treatment most
favored nation, prohibition of the establishment of minimum quantities
of production, freedom of transfer prices and mechanisms for solving
investor-state disputes;
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6) Government purchases. Guarantees that the access of goods and
services to Mexican and Japanese suppliers in the matter of government
purchases are made in national treatment. Mexico offers national treat-
ment to the USA;

7) Economic competition. Arrangements were made regarding non-
discrimination; transparency in the application of laws; treatment of
confidential information;

8) Standards, technical rules and evaluation procedures. Provisions that
induce technical cooperation between the governments of both countries
are contemplated; determination of points of agreement and the creation
of a subcommittee that reviews the implementation and resolution of
disputes in the agreement;

9) Bilateral cooperation. In the area of small and medium-sized en-
terprises, the intention is to intensify the cooperation links in science
and technology, education and job training, the main objective is to take
advantage of Japan’s experience to help increase the competitiveness of
Mexican companies;

10) Tourism. The tourist flows between both countries are tightened,
take advantage of natural resources and cultural diversity and promote
training; through cooperation in the tourism sector;

11) Intellectual property. Agreed to the geographical indication for
tequila and mezcal. Likewise, cooperation actions were defined: exchange
of information on activities to create public awareness, function of pro-
tection systems, political measures to apply intellectual property rights;

12) Environment. Sustainable development is promoted through ac-
tivities such as the exchange of technology related to the improvement
and preservation of the environment and the construction of human and
institutional capacities, among others's.

The development of cooperation links in science and technology,
education, and job training, increases the quality of our workforce and,
therefore, increases productivity and competitiveness for the benefit of
Mexican companies, promoting at the same time investment opportuni-
ties and the increase of bilateral trade.

The close cooperation in the tourism sector under the AAEMJ,
achieves the increase of tourist flows between Mexico and the Japanese
country; making use of natural resources and cultural diversity. This
helps strengthen the Mexican tourism sector as a source of income and
job creation for the country of Mexico.

!5 Tapia Zuckermann E. El Acuerdo de Asociacion Econdmica entre México y Japon.
Pp. 58-61.
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Figure 2 clearly shows the level of infrastructure that corresponds to
each country, it is observed that Mexico is below Japan, which means
that Japan has greater ease and quality when carrying out merchandise
trade. It can be considered that Mexico remains at a medium level un-
til 2016, the increases in investment in infrastructure by the Mexican
government as of 2007 have not been large changes, we see a growth
of 3 in 2014, however, for 2016 it reduced to 2.7.

Concluding that the lack of infrastructure is an obstacle for Mexican
exports to grow which leads to the country’s trade deficit. On the con-
trary, industries in Japan are located with the development of applied
technology and production of goods with excellent quality indexes.

2007

2010 2012 2014 2016
Fig.2. Logistics performance index: quality of infrastructure related to trade and transport
(1 —low to 5 — high)'®
P u c. 2. Uunekc 3¢ GeKTHBHOCTH JIOTUCTHKH: Ka4eCTBO MH(PACTPYKTYPHI, CBSI3aHHOI
¢ Topro.iei u TpancnoproM (0T | — HU3Kast 10 5 — BBICOKas)
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B Mexico / Mekcuka M Japan / SInonus

The following is a statistical analysis of the 20052016 period in the
context of Mexico Japan based on bilateral trade.

Table 9 shows that exports have been increasing since the entry into
force of the AAEMJ, at the same time as imports made by the Mexican
country, where imports (purchases abroad) are greater than exports (sales
to external), consequently causing a deficit in the Mexican trade balance
that has been increasing.

16 Prepared by the authors with data from the World Bank: Banco Mundial. Indice de
desempeiio logistico: calidad de la infraestructura relacionada con el comercio y transporte
(1 = baja a 5 = alta). Available at: http://datos.bancomundial.org/indicador/LP.LPL.INFR.
XQ (accessed 18.07.2017).
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Table 9. Number of exports and imports!’

Tab6unuma 9. Ynciio IKCHOPTHBIX H HMIOPTHBIX MOCTABOK

Trade balance of Mexico with Japan. Values in thousands of dollars / Toprossrit
6asnanc Mexkcuxu ¢ Slmonueit (B ThICSYaX A0OJIAPOB)

Total trade / Mexican trade

Year / Exports / Imports / 061t 06BeM balange / Top-

Toxn Oxcnopr Nmnopt TOProBIH r0113v1im Gayanc

e€KCHKH

2005 1,470,012 13,077,780 14,547,792 -11,607,768
2006 1,594,038 15,295,157 16,889,195 -13,701,119
2007 1,912,637 16,342,979 18,255,616 -14,430,342
2008 2,046,035 16,282,450 18,328,485 -14,236,415
2009 1,600,591 11,397,105 12,997,696 -9,796,514
2010 1,925,554 15,014,685 16,940,239 -13,089,131
2011 2,252,287 16,493,493 18,745,780 -14,241,206
2012 2,610,742 17,655,200 20,265,942 -15,044,458
2013 2,244,050 17,076,109 19,320,159 -14,832,059
2014 2,608,476 17,544,572 20,153,048 -14,936,096
2015 3,017,501 17,368,168 20,385,669 -14,350,667
2016 3,770,974 17,751,100 21,522,074 -13,980,126

The Mexican economy is not capable of self-satisfaction and the
balance with respect to what it produces is lower and this affects the
economic activity of the country. The solution to this problem is to
encourage Mexican exports through economic support, orientation
programs to the customs procedure, investment in the infrastructure
of trade and transport; also get the growth of trade in Mexico. Figure
4, indicates the transition of inflation during the period 2005-2015 of
the countries Mexico and Japan. On the part of the Mexican coun-
try, it maintains an inflation above 6 %, considering a high level, it
is increasing until 2015; otherwise, Japan establishes inflation below
Mexico, around 2 %. The inflation maintained by Japan is considerable
for the development, balance and economic growth of the Japanese.
Mexico’s high inflation is detrimental to the country’s economy, caus-
ing the devaluation of the currency, decreasing the wages of workers,
decreasing investments in the productive sector, rising interest rates and
growing unemployment, affecting the level of life of Mexicans (fig. 3).

7 Own elaboration with data from Datosmacro: Evolucion de la Balanza comercial
México-Japon. Expansion / Datos macro. Available at: www.datosmacro.com/paises/
comparar/mexico/japon?sector=Balanza+comercial&sc=XE87#tbl (accessed 18.07.2017).
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2005 2010 2015

B Japan / Sflmonuss @ Mexico / Mekcuka
Fig. 3. Inflation México-Japan (2005-2016)"*
Puc. 3. Undnsuus B Mexcuke u Snouun (2005-2016 rr.)

Figure 5 shows the high growth of GDP per capita in Japan compared
to Mexico. It shows that Japan’s productivity and economic develop-
ment is far superior to the economic and social conditions that exist in
Mexico. Cause of this is the lack of employment and low growth in the
Mexican economy, harming social welfare. In balance with Japan, this
determines a high standard of living for the Japanese.

50 000

2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016

B Japan / Simonust M Mexico / Mekcuka

Fig. 4. GDP per capita Mexico Japan, 2005-2016"
P uc. 4. BBII nHa nymy Hacenenus B Mexkcuke u Snonun (2005-2016 rr.)

¥ Own elaboration with date from Banco Mundial: Inflacion indice de deflacion del PIB (%
anual). World Bank Group. Available at: https://datos.bancomundial.org/indicador/NY.GDP.MKTP.
CD?end=2016&locations=JP-MX&name desc=true&start=1961&view=chart (accessed 17.07.2017).

1 Own elaboration with data from the World Bank: Inflacion indice de deflacion del PIB
per capita (% anual). World Bank Group. Available at: https://datos.bancomundial.org/indi-
cador/NY.GDP.DEFL.KD.ZG?end=2016&locations=JP-MX&start=1961&view=chart&year_
high desc=false (accessed 19.07.2017).
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Fig. 5. Mexico-Japan Gross Domestic Product, period 2005-2016%
P uc. 5. Banosoii BHyTpeHHUH npogykT Mekcuku u SAnonun B 2005-2016 rr.

Figure 5 shows the Gross Domestic Product of Japan and Mexico dur-
ing the period 2005-2016. Revealing the great difference in the level of
productivity of each country. Japan maintains a high GDP, which means
an increase in economic activity, unemployment tends to decrease and
per capita income increases. In the opposite case, Mexico in comparison
has a very low GDP, the production of goods and services has not been
sufficient, impacting the country’s economic weakness.

Limitations of the research method. For the object of study of this
investigation it was occupied that the aspects that make up the whole
context were investigated, so that the documentary method was restric-
tive when investigating and collecting data to answer the study. The
proposed variables did not result in positive or proportional effects in
the Mexican trade balance.

Regarding the criterion of statistical analysis, it was easy to detect sta-
tistical data on the effects of the variables, and present them graphically to
carry out the direct analysis and determine the result, which consequently
makes it difficult to use the longitudinal criterion. through periods the study
sample, which makes the study deeper and requires more time

Discussion and Conclusions. The hypothesis raised in this research
assumes that the Mexico—Japan Economic Association agreement does
not have a positive influence on the commercial balance. Given that

20 Own elaboration with data from the World Bank: PIB (US$ a precios actuales).
World Bank Group. Available at: https://datos.bancomundial.org/indicador/NY.GDP.DEFL.
KD.ZG?end=2016&locations=JP-MX&start=1961&view=chart&year high desc=false (ac-
cessed 19.07.2017).
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currently under the AAEMJ the Mexican economy has a deficit of 12
million dollars. It is verified with the hypothesis of the investigation
that there are some advantages of the Economic Association Agreement
Mexico Japan for the manufacturing exports of Mexican companies
located in Jalisco confirming the same results of B. R. Gonzalez Gal-
vez?!. A relation between the objective of the hypotheses stated above
of the empirical investigations is determined, and it is agreed that the
AAEMJ as a result has not had positive effects in the commercial Bal-
ance, causing the trade deficit due to the imports made by the FDI Japan
established in the country of Mexico or a possible trade diversion raised
in the research Economic Association Mexico Japan: creation analysis
and trade diversion 1999-2009.

The agreement with Japan has represented a link in the negotiation
with Asia. It has also managed to consolidate an agreement with the
second world economy, the twelve-year results that the AAEMJ entered
into force do not show reciprocal benefits.

It is concluded that the Mexican Government’s strategy is to attract
Japanese investments that promote the economic and technological devel-
opment of the country. The following recommendations are based and are
impulsive factors to increase Mexican exports to Japan. In the field of trade,
there is potential to increase the participation and presence of Mexican
products in the Japanese market. It is necessary that the Government and
the Mexican private sector diversify Mexican exports to Japan; to achieve
an export use of agricultural products, it is required to increase incentives
to exporting companies; In addition to improving inspections at customs
and improving the infrastructure of roads, airports, etc.

The research on Mexico-Japan relations is really scarce due to the
fact that the most attention of studies has been for Mexico-US relations.
Therefore, this research focuses on these relationships. Since the entry
into force of the EPA to date, foreign trade between Mexico and Japan
has been growing favorably. However, it requires a reconsideration on
the advantages that the AAEMJ can offer as one of the alternatives for
the economic development of both countries.

The investigation to the Mexico—Japan Economic Integration: its
effects on the Mexican commercial balance, period 2005-2017, takes
a focus of economic study and on the commercial relations that occur
between countries. The future lines of research for this study are as fol-

2! Gonzalez B. R. Ventajas del Acuerdo de Asociacion Econdémica México Japon para
las exportaciones manufactureras de empresas mexicanas localizadas en Jalisco. (Tesis de
maestria). Universidad de Guadalajara, Zapopan Jalisco México. 2013.
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lows: JEL: FO1 — Global perspective, JEL: F14 — Studies on trade by
country and industry, JEL: F15 Economic integration.

During the period of time used to carry out this investigation, certain
limitations were presented; consequently, it was not possible to carry out
an in-depth analysis of the object of study of the investigation. These
limitations are classified into time, money, access to information and
reliability. The time, is an important indicator for the application of a
deep study in some investigation, therefore, the time destined to this
investigation was very short, for the same reason they were conducted
problems that made the search difficult.

The expected impact of the Mexico—Japan EPA to increase trade be-
tween both nations does not seem clear 12 years after its entry into force.
The participation of the commercial exchange maintains rates with ups
and downs and a decreasing tendency. Mexico maintains a deficit trade
balance against Japan at an average close to 13,000 million dollars. It
should be noted that domestic exporters are not taking full advantage of
the agreement; the actions achieved within the framework of the agree-
ment on SMEs do not respond to the needs of this sector in Mexico.

The level of productivity of each country (GDP) impacts the growth
and economic and social development of the country. Therefore, it is
very important to be a self-sufficient country in the production of goods
and services to establish stable economic indicators that do not affect
the country’s trade balance. Mexico for the benefit of the AAEMIJ has
increased its exports of food of agricultural and fishing origin. However,
the total exported to Japan represents a deficit in the Mexican trade bal-
ance. On the other hand, Japan exports to Mexican territory have been
products of information technology and transport equipment, including
automobiles.

Mexico has attracted Japanese foreign investment, which is the cause
of the trade deficit because the manufacturing companies installed in
Mexico import intermediate inputs. The lack of development in infrastruc-
ture leads to operational deficiencies that become an export obstacle for
Mexican SMEs. To increase the participation and presence of Mexican
products in the Japanese market, it is necessary that the government and
the Mexican private sector work in the development of exportable offer
from Mexico to Japan oriented to: diversify Mexican exports to Japan;
maximize the tariff preferences provided by the AAEMJ and achieve
greater export exploitation.
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