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The United Statesisintent on consolidatinga new order in the Western
Hemisphere, an order that is embodied in the emergence of the North
American Free Trade Association and the Enterprise for the Americas.
George Bush made the Enterprise and free trade the cornerstone of US-
Latin American policy when he toured Venezuela, Brazil and other
countriesin South Americain December 1990, calingfor anend totrade
barriers and the free movement of capital from Alaskato the Straits of
Magellan.

Thisnew order marksashiftin the termsof economicexploitation and
intervention by the United States. Under the banner of neo-liberalismand
free trade, US governmental and corporate leaders, in conjunction with
other hemisphericelites, are not only intensifying their exploitation of the
continent's human and material resources, but are spreadingimmiseration
and poverty more widely than ever. Indeed, this condition now severely
affectsthe societiesdf the north aswell asthose of the south.

Little attention is devoted to this transformation of the US-Latin
American system because, unlike the US counter-revolutionary warsin
Central Americain the 1980s, today's interventionism does not pit US-
backed armiesagainst guerrillasor national liberation movements. Thisis
a'quiet interventionism' that aimsat controllingsocietiesfrom within and
at altering their economiesin fundamental ways. The US-sponsoreddrug
wars, the repression and deportation of migrants, thel M Fand US-backed
slashing of social budgets, and the efforts to impose a continental eco-
nomic union that benefits big capital while confining labour to its geo-
graphic boundariesand payingthelowest possiblewages—these areforms
of intervention that are just as debilitating and devastatingfor the Latin
peoples asthe moreformal counter-insurgencyinterventions of the past.

Thedrugwarsillustrate how social, economicand political intervention
are increasingly intermeshed. Some critics of US policy argue that the
United Statesisnow particularly concerned withtheflow of drugs, thatitis
actualy using the drug issue as a guise for intervening militarily.' In
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Colombia and Peru the United Statesis opposed to the guerrilla move-
ments, and in fact some of the US drug war funds have gone for military
training tocombat armed guerrillasin Colombiaand Sendero Luminosoin
Peru.

But it can also be argued that the United Statesis just as determined to
eliminate the drug lords of Latin America because they are autonomous
economic actors, capable of accumulatingsubstantial amounts of capital
independently of the transnational corporations. Colombia is a case in
point. Although US investment in Colombia declined in the 1980s, the
country had one of the highest economic growth ratesin Latin America.
Muchdf theinternal investment for thisgrowth camefrom thedrug trade,
as the cartelsinvested in industry, agriculture and commercein order to
launder and legitimisetheir drug fortunes.

The US military intervention in Panama can aso be viewed from this
perspective. There the United Statesintervened not under the old anti-
communist banner, but to remove a US trained military ruler and his
entourage because they had dared to set up their own system of profiteer-
ing and enrichment that was not endorsed by the USgovernment.? |n sum,
under theguiseof an anti-drug campaign, the United Statesisintervening
inavariety of ways. Thedrugissueenablesthe United Statesto beat down
economicand political challengers, tostepintorural areaswhere peasants
andguerrillasareengagingin'illegal activities and moregenerally, it gives
the USa new rationalefor confronting hemispheric adversaries now that
the'communist menace' hascollapsed.

An even more basic change in the Americasisthat a common form of
exploitation isnow taking placeon ahemispheric-widebasis, affectingUS
society as well as the southern countries. There is no longer one totally
different pattern of investment and exploitation for Latin America and
another for the United States. International boundaries have been broken
downin the quest for markets and cheap labour resources. 'Capital flight'
now affectsthe United States asindustries are moved southward, social
servicesgutted, and society stratified into two tiers, onerich and opulent,
the other increasingly marginalised and poor. In the last 15 years, the
income of the top 5% of the US population hasincreased by over 50%
when adjusted for inflation, whilethat of thelower 60% of the population
has declined. Today, one in five children in the United States live in
poverty.*

Moreover parts of US society are becoming subject to kinds of repres-
sion and control not dissimilar from what more typicaly occursin Latin
America. Civil liberties areincreasingly restricted, repressionisintensified
at the community level in the name of stopping drugsand crime, and there
are increasing moral crusades over issues such as abortion and sexual
behaviour. In Californiafor example, the state supreme court isordering
that prisoners on death row be executed more quickly, and as the video-
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taped beating of Rodney Kingreveals, the Los Angelespolicetoday are as
racist and repressive as the stereotyped sheriffs of the south were a
generation ago. Beitinthe United States, Panama, or Mexico, asystem of
law and order is being espoused that attempts to contain social unrest,
monitors and controls the movement of peoples, and seeks to impose a
system of socia valuesand beliefs that serves the needs and interests of
those in power.

The Drive for NAFTA and the Enterprise

The intensified exploitation and the new interventionism in the hemi-
sphere are rooted in fundamental challengesthat the US ruling classis
facing. Asis now commonly recognised, the United Statesmay have won
thecoldwar, butitislosingthewar astheworld's |eading economic power.
The rise of Japan, Germany and a unified Western Europe as dynamic
power houses means that the United States is no longer the world's
hegemonic economic power.

Simultaneously, U Sbusinessisencountering difficultiesin accumulating
capital at home. Thedrop in domestic savingsdestined for investment, the
crisisdf the savings and loan and banking sectors, the decline of the US
economic infrastructure, the enormousindebtednessdf al sectors of the
economy, and the gyrations of the stock market —these are critica signs
that all is not well for the US bourgeoisie.

Thepushfor aNorth American continental common marketisan effort
to keep Japanese and European capital at bay during thisdifficult period
while the United States builds up its economic clout. Asa columnistin
BusinessWeek pointed out, therearesimilaritiesbetween NAFTA (North
American Free Trade Association) and earlier efforts by the British to
maintain their empirethrough preferential trade agreements.' The United
States, by locking other countries on the continent into its economic
system, hopes to be in a better position to exclude and compete with
Japanese and European capital. And even if full scale trade wars do not
break out and thelatest round of GATT negotiationson loweringinterna-
tional tariff barriers are successful, NAFTA will enable US corporate
capital totake advantage of the cheap labour resourcestothesouthandto
better compete for markets on a global level.*

The drive for NAFTA and the Enterprise for the Americasis dso a
responseto basic changesoccurring within the Western hemisphereitself.
Across the Americas, the boundaries of the nation-state are being rup-
tured. Migrants, commoadities and capital now flow acrossthe northern
and southern continentsand the Caribbean with an intensity never experi-
enced before. Virtualy all socia classes are contributing to this process:
the business classes, led by US capital, which seek better markets and
investments; the popular massesthat ignore national boundaries in their
guest for economic opportunities and for an escape from the social and
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political turmoil gripping many of their homelands, and the middle and
professional classes, which for better or worse, are purveyorsof cultural
and social attitudes that crossnational boundaries, either through profes-
sional and job activities, or smply through tourism and travel.

Thegovernments of theindividual statesin this hemispheric systemdo
exercise a semblance of control over these hemispheric processes. But
their historic dominance is eroding. NAFTA and the Enterprise for the |
Americas are explicit attempts by the USruling class, in conjunction with
other leaders in the Americas, to exert and maintain their control over
theseinternationalised social and economic dynamics. It isno secret that
NAFTA’s objectives areto dow theflow of migrationto the United States
and to enable transnational capital to expand its control over the region's
markets and labour power.

From the perspective of the United States, Canada will play alargely
dependent rolein this process. With an economy and a popul ation smaller
than that of California, Canadaisto beintermeshedeconomicallywiththe
greater US system. Canadian raw materials, particularly petroleum and
lumber, are to be placed at the disposal of this system, and in return for
their cooperation, Canadian capitalists are at least in principle to be
granted 'equal rights to participate in joint ventures, to invest in the
United States and to help pillagethe rest of the continent.

Asfor thecurrent negotiationsto extend the Canada-USagreement into
a continental widesystem, President Bush during astate visit by Mexican
President Salinas de Gortari in December, 1991, declared that he was
determined to push ahead with an accordin 1992 in spiteof earlier qualms
about forcing such an agreement through Congressduring a presidential
election year. A few Democrats are raising questions about the impact of
NAFTA on USlabour, but by and large both Republican and Democratic
politicians are supportive of NAFTA, as evidenced in Congressional
support for the 'fast track' negotiations between the United States and
Mexico. Certainly there is little opposition among the region's govern-
ments, asnationalistic policies—oncetheideol ogical life-bloodof regimes,
suchastheonein Mexico- aretossed out of thewindowwithlittle political
opposition.

The reality, however, is that both NAFTA and the Enterprise for the
Americasproject may dolittletostabilizethe hemisphere. Infact they may
contribute to even greater socia and economic dislocation. Because
NAFTA and the Enterprise are built on a foundation of intensified
economic exploitation, they offer no real social or political vision for
dealing with the growing social and economic problemsthat are afflicting
the bulk of the hemisphere's populace.

Canada, the first country to begin continental integration with the
United Statesin 1989, has already lost manufacturing jobs as big capital
works both sides of the countries common border. Environmentalists,
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some labour leaders, and even afew local businessgroupsin the United
States are concerned about the impact of economic integration with
Mexico. Opposition to NAFTA and the Enterprise at the grassroots level
will only grow astheadverseimpact of corporate-led economicintegration
isfelt throughout the hemisphere.

Neo-Liberalismand the Originsof Crisis

Theoriginsof NAFTA and the Enterprise areto befound inadecade-long
economic crisisthat has afflicted the Americas, both north and south. In
Latin America, the 1980s are commonly referred to asthe 'lost decade'.

Per capita growth rates during the 1980s were stagnant or even negative
some years. By 1990 the per capita GDP of Latin America and the
Caribbean had regressed to 1977 levels!

During the Reagan years, neo-libera theorists and monetarists were
fairly successful in putting forth the view that thelost decade wasthefault
of the Latin American countries. They argued that for years the Latin
American governments engaged in irresponsible economic policies by
erecting protectionist barriers, subsidisingstateenterprises, and engaging
in wasteful social spending.® Thisinterpretation isaflagrant distortion of
reality to obscure the real origins of the economic crisis that hit Latin
Americain the 1980s. It conveniently ignoresthe fact that from 1960 to
1980 Latin America's economic policies stimulated both internal growth
and exports. Theincreasein thegrossdomesticproduct averaged 5.6% per
annum, and over all the region's economy grew by 200% during those two
decades.” Thisgrowth ratewasmore than doublethat of the United States,
and only afew countriesin east Asiamatched Latin America's economic
performance.”

The truth of the matter is that the economic crisis of the 1980sis the
responsibility of transnational capital, the US state, and the military
regimesthat held powerin most of Latin Americainthel970s. Itistrue, as
the neo-liberals argue, that the huge international debt burden and the
inability of the Latin American nations to repay that debt led to the
liquidity crisis of the 1980s and the inability to attract capital and foment
economic growth. But why did the Latin American nations become
insolvent? Wasit dueto their protectionism? To their attemptsto develop
domesticindustries? Or to their wasteful spending on social programmes?

Any serious student of economic and political developments in the
1970sisforced to recognisethat if any particular actors bear responsibility
for the crisisof the 1980s, it istheinternational bankers and the military
rulers. (One major exception to thisisthe Mexican regime, which will be
discussedlater.) From1970t0 1982, a period when military regimeseither
controlled or took control of over three-fourths of Latin America's popula-
tion, the debt of the region jumped from $25 billion to $318 hillion."
Wasteful state spending did occur during this period. But much of it was



244 THE SOCIALIST REGISTER 1992

duetoincreased military budgets, corruption withinthe military itself, or
subsidies for pet industries that were run by the military or by favoured
sectors of the local bourgeoisie. The Argentine military leaders, who
controlledthecountry from1976t01983,demonstrated aparti cul ar ability
to run their country into the ground with wasteful military spending
capped by an inept war in the Malvinasislands.

Thetransnational bankerswere morethan willingtolook theother way,
or in many casesto lend funds for dubious economic projects. The 1970s
wasaperiod inwhichtheinternational bankswereflush with capital dueto
the surge of petrodollars in the world's financial system, and the willing-
ness of the central banks of the developed world to pump funds into the
banking system. There was an abundance of banking capital, and Latin
America, whichwasrichin resourcesand had demonstrated acapacity for
sustained economic growth, became a major target for the bankstoinvest
their funds.

In spiteof theirresponsible policiesdf the bankersand the generals, the
Latin American countries (and other third world borrowers) might have
avoidedaliquidity crisisif theinternational marketshad not dealt thethird
world a major economic blow in the early 1980s. The prices of raw
materials and agricultural products - coffee, cotton, bauxite, copper, tin,
bananas and sugar — the mainstaysof the Latin export markets, dropped
precipitously. Furthermore, the price of manufactured and industrial
products, the magjor exports of the developed world, continued to rise,
leading toadeclinein thetermsof tradefor commodity producing nations.
In 1982, the non-oil exporting countries were buying two thirds as much
with their goods asin 1970.*

One factor leading to the decline in the terms of trade was that a
significant portion of the international capital lent in the 1970s went to
expand agricultural and mineral production. The Latin Americans were
simply following the rules and logic of the capitalist market placein that
they sought to expand their exportsin order to repay the loans and to
accumulate profitsand capital for their owneconomicgrowthand devel op-
ment. But virtually dl third world nations were following the same
economic logic. As a result, by the 1980s there was a glut on the world
market of most primary commodities and this of course led to falling
prices. Moreover, the industrialised capitalist countries were developing
manufactured or synthetic substitutes that curtailed the need for some
third world products. Theclassicexampleisthe useof artificial sweeteners
and corn syrups which significantly curtailed the need for sugar cane.

Intheearly 1980s, reports by the World Bank, the IMF, private banks,
and even government agencies acknowledged that the basic problems
confronted by Latin America and other third world countries weredueto
factorsin the international market place that were beyond the control of
third world governments. But the rise of neo-liberal doctrine during the
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Reagan and Thatcher years quickly shifted the blamefor the crisisto the
third world nations. Standing logiconitshead, neo-liberalismargued that
what was needed to resolve the crisis was not coordinated international
effortstoregulateoverproduction, or amoratorium ondebt payments, but
an end toany and al typesdf regulation. Only more of the same-thefree
market - they argued could turn the economiesdf thethird world around.

Asthe1980swore on, most of the countriesin Latin America bowed to
thedictatesaof neo-liberal doctrineand the pressuresdf ingtitutionslikethe
I M Fand the World Bank. They dropped their tariff barriers, sold off state
industries, and basicaly threw their economies open to foreign capital.
Initially banking and transnational capital did not respond to the prostra-
tion of the Latin American countries. It recognised that due to the so-
called'debt overhang' and theconditionsof theinternational market there
was little or no profit to be made by financing or investing in Latin
America.

Indeed, throughout the mid and late 1980s capital was sucked out of
Latin America by the transnationals— particularly the banks— and capital
flight rather than capital investment was the overriding characteristic of
the decade. Resources flowed from the south to the north in ever larger
guantities while domestic investment and consumption shrank. 1n 1989,
Latin America and the Caribbean transferred current net resources
abroad equal to 10% of their gross domestic product. Asthe UN Eco-
nomic Commission on Latin America proclaimed, during the 1980s 'the
countriesof Latin Americawerenet exportersof vast amountsaf financial
resources to the developed countries, a phenomenon that thwarts the
aspirations of its peoples and confutes the principlesof development and
international co-operation.’”

The results were devastating for the peoples of Latin America. The
region as a whole could not import the capital equipment it needed to
undertake new development projects, al social services were curtailed,
infant mortality ratesincreased, street crime and delinquency jumped in
virtually every country, education at all levelsdeclined, and most import-
antly, hunger and mal nutrition increased.™ Latin A mericaexperienced not
simply alost decade but alost generation. Millionsof peoplewho grew up
or came of agein the 80slacked the basic health, nutritional and educa-
tional necessities needed to effectively participate in the region's
development.

US Capital as Economic Scavenger

What islittle noted is how capital, and particularly US capital, began to
pillagethe continent during the 1980sasnever before. 1tisnot merely that
the bankers extracted vitally needed financia resourcesout of the conti-
nent. US industrial capital also stepped up its exploitation in certain
selected areas of the hemisphere, especialyin thelatter part of the 1980s.
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The devaluation of most Latin currencies — under the aegis of IMF
austerity programmes — meant that the cost of labour power in the south
dropped from the perspective of the transnationals.

Asaresult investment jumped in labour intensiveindustries, especialy
themagquilador af actorieswhich utilisecheaplabour in border areasor free
trade zonesto export to US markets. Overall, USdirectinvestmentsin all
of Latin Americaand the Caribbean expanded by 37% from 1981 %H)."
This is a modest increase compared to US direct investments in the
developed countriesof theworld (Western Europe, Australia, etc.) where
US investment rose by almost 70% during the same period. However,
when theinvestmentsare broken down by country, onefindsthat achosen
few in Latin America and the Caribbean were receiving the bulk of US
investments. The most notable expansion occurred in Mexico, where US
direct investments doubled from 1986 to 1990, from $4.6 hillion to $9.3
billion. The Dominican Republic and Chile had relatively higher increases
in USinvestment (although the absolute amountsweresignificantly less),
while Argentina, Peru, Columbia, Paraguay, Ecuador and other countries
actually experienced net declinesin US investment.'

What accountsfor this pattern of USinvestment? BusinessWeek in1988
aready detected the thrust of the new wave of US capital expansion. In
Mexico it noted: 'After the debt crisisand peso collapse in 1982, cheap
Mexican wagestriggered amaquiladoraexplosion.”* Other sources reveal
that the expansion continued unabated throughout the entire decade. In
1982 there were 600 maquiladora plants, in 1986,850, and in 1990, 1,500.
Thenumber of workersemployedin the maguiladores|eapt from 125,000
in 1982 to 450,000 in 1990, over one tenth of Mexico's industrial work
force." Even BusinessWeek wasstruck by what thismeant for the Mexican
workers: 'US employers turned to the most vulnerable — and cheapest -
workers: young women and girls. Women represent two-thirds of the
magquiladoralabour force, and many are teenagers. Theresultisalabour
force that's miserably underpaid — even for Mexico.™

Another periodical, South, notes that countries in the Caribbean and
Central America were trying to follow Mexico's example by setting up
industrial tax free zones to attract foreign capital. The Dominican Re-
public has been particularly determined, setting up eight such zones for
foreign investors.” These Dominican zoneseven preyed upon their weaker
neighbourson the sameisland — Haiti — drawing away some USinvestors
whodid not likethe political and economic conditionsthereafter thefall of
the Duvalier regime.

Theother major country, Chile, had adightly different attractionforUS
capital. There, the reign of General Augusto Pinochet had smashed the
[abour unionsand driven down the cost of 1abour. However, it wasnot the
magquiladores that flourished in Chile but the fresh fruit industry. Low
wages, combined with Chil€e's capacity to producefruitsfor the USwinter
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market, made agriculture a particularly attractive area for investment.
Pinochet also trumped most other Latin American countriesin offering
easy accessto Chile's natural resources. The country's virgin hardwood
forests, some of the last on the continent, attracted significant foreign
investment.

Itisthesetypesdf investment that both NAFTA and the Enterprise will
foment in the Americas. The extraction of resources and the brutal
exploitation of labour iscertainly nothing new for foreign capital, but what
differentiatesthese hemispheric projectsfrom previousonesisthat they do
not even make a pretence of creating a more just society. Capital simply
wantsto go in and suck out whatever profit it can asquickly as possible.
One Mexican specialist on the maguiladora industry observing that ‘capi-
tal isbeingsubsidised' insofar asthe maquiladorespay no taxes, and make
no investments in urban infrastructure (the workers live in abominable
conditions) concludes: ‘It is an open question as to whether this (ma
quiladora) process bringsany real benefitsfor Mexico."

Until recently capital and the capitalist stateoften recognisedthat if they
were successfully to exploit the third world they had to build a certain
infrastructure. Thiswasthe logic behind the Alliancefor Progressdf the
1960s. Thenit wasbelievedthat the popul ation had to beeducated to bean
effectiveworkforce, roads had to be built to movethe resourcesto market,
maj or water and irrigation projects were needed for the citiesand agricul -
ture, and the working popul ation needed minimal health care and certain
urban amenitiestosurviveand reproduce. It istruethat these projectsand
programmes did not eliminate poverty or marginaity. But they did
provide alimited infrastructure that helped ameliorate some of the back-
wardness, and at least provided afew public benefits, such as electricity,
basic education, and some minimal health care.

But neo-liberal capitalism has broken with this trend in capitalist
devel opment and expansionism. It hasnointerest in devel oping the social
infrastructure. Indeed its most obvious tendency is to dlash al socia
programmes, to force societiesto be 'efficient' - in other wordsto invest
their capital exclusivelyin projects that have an immediate return for the
capitalist class.

TheLatin Americanisationd the North

Although the US led by George Bush deniesit, NAFTA and the Enter-
prisewill alsointensify the exploitation of USsociety. US capital over the
past decade hasdriven down thestandard of living of workingpeopleinthe
United States as part of its global effort to maintain its own profitsand
wealth. The term 'Latin Arnericanisation' can be used to describe many
regionsand citiesof the United States, not simply becausedf theincreased
importance of Latin immigrants, but because of the growth of poverty,
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homel essness, petty street merchantsand beggars. USurban centrestoday
look more and more like their Latin counterparts.

US capitalism has returned to a phase akin to that of robber baron
capitalismof thelate19th century. Entire social stratain the United States
are being cast aside and economically marginalisedas demonstrated by the
demiseof the USfarming class, the elimination of millionsaof jobsthrough
the deindustridisation of parts of the United States, the abject im-
poverishment of the ghettoes, and the growth in the ranks of poor whites
and blacksstripped of the dignity they onceheld asmembersof themiddle
or working classes.

This brutalising phase of US capitalism has one salient characteristic
that distinguishesit from the earlier eracf the robber barons—-itisrooted
inthedeclinerather than the ascent of the USeconomicsystem. Inthelate
19th century, the new US bourgeoisie was building an industrial and
economic machine that would soon surpassthat of the European powers.
The capital accumulated through ruthless exploitation of the USworking
classwasby andlargereinvested insteel mills, railroads, oil wells, factories
and large grain exporting firms.

In the late 20th century, the US working class once again feels the
tightening of exploitation by UScapital, but thistime the new surplusisas
likely togotosupport the opulent and ostentatiouslifestylesof therich as
itisto bereinvested in productive enterprises. Supply side economics, the
pro-business policy of the Reagan years, did not stimulate investment - it
merely enabled the rich to get richer by cutting their taxes. In the
corporate world, merger mania, financial speculation, and greenmail
became the buzz words of the 1980s as young busi nessexecutivesbecame
intent on making quick fortunes at the expense of the rest of society.

US capital, while stepping up the exploitation of its own peoples, is
willing to work with the ruling classes of other countries in the Western
hemisphere that accept the USrulesof the game. I ntheearly 1980s, there
was significant opposition among Latin businessleaders to US-imposed
economic policies, particularly the austerity policies, because they often
led to the collapse or depression of entire industries. But today, we are
witnessing the emergence of new 'lean and mean' bourgeoisiesthat are
willing to abide by the terms of the neo-liberal game.

Mexican entrepreneurs who once saw US capital as a threat are now
willingto engagein amultiplicityof joint ventureswith UStransnationals.
In Argentina, where the bourgeoisie has historically looked towards the
British and Europe, the country's business leaders are dropping their
barriersto foreign investment hoping that US capital and the Enterprise
for the Americas will help resuscitate their economy. Carlos Salinas de
Gortari of Mexicoand Carlos Menem of Argentina, both of whom come
from political parties that once stood up to US hegemony in the hemi-
sphere, are today opening up their countries to the United States and
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leading their bourgeoisiesand political organisationsinto supporting and
participating in close knit working alianceswith US capital.

What accounts for the abandonment of any pretence at nationalistic
policiesby the Latin American elites? Fundamentally, international capi-
tal boxed themin, leavingthem no alternative but openly to play the neo-
liberal game. In the case of Mexico, the country's economy experienced
many of the problems mentioned above that led to the debt crisis. The
country had borrowed heavily in the 1970s to finance many new invest-
ment projects, but then the prices of itsexported commodities, including
petroleum, fell significantly in the early 1980swhiletheinterest payments
on the country's debt rose.

It istrue, asthe monetarists assert, that the Mexican state accumul ated
the bulk of the debt. But as James M. Cypher points out in hisState and
Capitalin Mexico, much of thisdebt directly benefitted the private sector.
Many state investments provided a basicinfrastructure needed for private
investors; the funds borrowed by the state were often placed in private
banks where they were availablefor use by anyone, including businesses
that needed to buy foreign exchangefor imports; even moreimportantly,
the state often directly lent foreign exchangeto private firmsfor invest-
ment purposes, which they then repaid to the state in devalued national
currency; andfindly, in some casesthe moreinefficient privateenterprises
were taken over by the state, thereby adding to the state debt since the
government assumed the enterprises’ loans.®

When Mexico found itsdlf unable to repay this debt, the international
monetary institutions and the Reagan administration insisted that they
would not provide refinancing or new capital unless the government
slashed socia spending and sold off state enterprises. The result was a
bonanza for private capital, particularly transnational capital, which
bought up many of the enterprisesat bargain prices.

AsCypher notesfor Mexico, and asthe UN Economic Commissionon
Latin America and the Caribbean has pointed out for Latin America in
general, the capitalist classes actually deepened the liquidity crisis by
sending their capital abroad to the devel oped world.” Capital flight rather
than capital investment was the general rule of the Latin American
businessclassesin the 1980s. With their own economiesin severe depres-
sions, thanks in large part to the IMF imposed austerity programmes,
profits at home were meagre and they smply saw better opportunities
abroad. Much of the capital sent abroad wasinvested in the international
stock marketsor deposited ininterest bearing banking accountsininterna-
tional banking centres like Miami. The USreal estate market also drew
sizeable Latin investments, particularly in California and the southwest
where many 'second homes were purchased so the upper classes could
vacation or send their children for education and assimilation into the
American ‘way of life. These investments dovetailed with the increased
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flow of Latinsto thecommercia and shopping centresd Miami, Houston,
San Diego, and other cities, where they purchased the luxury and con-
sumer goods that they wanted to maintain their life stylesat home while
the massesexperienced the worst economic conditions since the 1930s.

The Potential for Rebellion

At the present moment, there are no systemic challengesto the new US
order for the hemisphere. The nationa liberation movements have been
dealt seriousblowsin recent years, thedrug cartel shavebeen put on notice
that the United States will wage war against them, and thefew remaining
nationalistic political figures, like Cuauhtemoc Cardenas in Mexico, are
findingit difficult to maintain a popul ar base aspro-US paliticiansconsoli-
datetheir hold.” In the medium term it is possiblethat Brazil, which has
not totally dismantled its protectionist barriers against transnational capi-
tal, could pose an dternative to the Enterprise for the Americas. It is
attempting to form atrade bloc with Uruguay, Paraguay and Argentina.
But it is unclear if this bloc will really consolidate, or merely become
another regional economicformation that succumbstoforeigncapital. As
noted earlier, Argentina under Carlos Menem appears more intent on
grovelling before US capital than in mounting a regional challenge with
Brazil.

If achallengeistoappear, itismost likelytocomeabout through asocial
explosionin the Latin country closest to the United States— Mexico. On
the surface this would seem to be highly unlikely at present. In 1991,
Mexico's economic growthwasastunning 5%, the highest after adecade of
many negativegrowth years. Thiswasthefirst time in modern history that
Mexico was in the midst of an economic boom while the US wasin a
recession. The old saw 'when the US catches a cold, Mexico gets pneu-
monia did not holdtrue. Moreover the boom wasfed by a major influx of
foreign capital - approximately $10 billion according to one estimate.”

However, this boom is fraught with dangers for the ruling classes of
Mexico and the United States. While they were busy cutting deals and
enriching themselves, the basic wages o workers actually shrank when
adjusted for imflation.™ Moreover, Salinasde Gortari has announced that
the ejidos — the large communal tracts of land that are the backbone of
subsistencefor much of Mexico's peasant population - areto be abolished.
The gidos will be parcelled up in hopes that commercial agriculture,
particularly that geared to the US market, will come to predominate.

This is an explosive social mix. A general rule in many third world
upheavals is that an economic boom has laid the basis for revolution.
Development is often very destabilising asit leads to increased popular
demands. When these demandsarefrustrated or repressed, they can lead
to violent upheavals. The Sandinista movement in Nicaraguafor example
took hold while the Somoza regimewas sustai ning annual average growth
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ratesin excessof 5% per year. And in Mexicoitsdlf the revolution of 1910
occurred after along period of economic growth and foreign investment
under the regime of Porfirio Diaz. In Mexico and Nicaragua, peasants
were being expelled from their land as the demand for labour power
increased in the urban areas. Peasantsand workersweredrivenin revolu-
tionary directions by both hopeand despair — despair over beingforced off
their landsand into an exploitativel abour market, and hope becauseof the
fact that new opportunities and possibilitieswere appearing before their
eyes asthe new middle classesand the rich flaunted their wealth.

Therearevery real dangersfor the United Statesinitseffortstoset upa
freetrade associationwith suchalarge third world country asMexico. The
very attempt to consolidate an economic union with Mexico may actualy
exacerbate certain tendenciesthat USrulerswant to control. For one, itis
not at al clear that stepped up USinvestment in Mexicowill lessentheflow
of immigrantsto the United States. Maquiladoraindustries have now been
growing along the border for amost three decades, and these have done
nothing to stem the flow of immigrants. If anything they may actualy
accelerate immigration asMexicansbecome more aware of wage differen-
tialsand economic opportunities north of the border.

Finally, theconsolidationof aformal economicalliancebetween USand
Mexican rulers does provoke its own direct contradiction - growing
collaboration between those north and south of the border who are the
victims of the union. One cannot make too much of this potential in the
short term, for cooperation among workers and the exploited has amost
aways lagged far behind the growth of collaboration among the bour-
geoisies and state rulers. But one cannot ignore the fact that important
codlitions and groupings began to emerge for the first time in early and
mid-1991when legislationfor NAFTA was being pushed through the US
Congress. Environmentalists, labour unions, human rights groups and
non-governmental organisations — both north and south of the border -
began to hold meetings and discussions together. Canadian churches and
labour unionshave been particularly activein leading acontinental charge
againgt transnational capital and the NAFTA trade agreement. And
Mexican national leaders, like Cuauhtemoc Cardenas, are touring the
United States and Canada, hoping to find political alies his party could
cooperate with in opposing US intervention in Mexico's affairs.

Growing economicintegration isafact of hemisphericlife. Theintegra-
tionitself probably cannot be stopped but the conditionsand termsof that
integration provide ample grounds for carrying out political struggle.
NAFTA doesinfact mean anintensificationof the exploitationof workers,
particularly women; it meansadeteriorating environment, asresidentson
both sidesof the border aready know; and it also means a crack-downby
US and Mexican border police and troops as they try to control the
destabilising aspectsof a commercia union.
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Objectively, theseconditionswould seem to offer new political spacefor
those who participated in the solidarity and progressive movementsaf the
1980s to redirect their efforts towards the issues raised aong the US-
Mexican border. Only the future will tell whether a new generation of
continental activistshave the political will and vision to take advantage of
the imperial weaknesses that are emerging with the rupturing of hemi-
sphericfrontiers. '

*The author wishes to thank Nora Hamilton and Devra Weber for their
assistanceand commentson thisarticle.
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