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Mixed fortunes for
 
Mexico's top firms
 
MEXICO 
DRJORGE BASAVE 
KUNHARDT AN DDRMAR~ 
TERESAGUTIERREZ-HACES 
DISCUSSTHEI R LATEST PAPER, 
WHICH OFFERS INSIGHT 
AND ANALYSIS INTOTHE 
PERFORMANCEOFMEXICO'S 
TOP 20 MU~TI NATIONALS 

A survey analysi ng the perfor
mances of the top 20 Mexi can 
companies in 2009 shows that 
those tied clo ser to Latin America 
fared better t han those w hich 
pri marily dealt with US bu si
nesses. The survey also h igh lights 
t ha i the globa l slowdow n h it 
construc tion a nd auto firm s 
much hard er than it did th ose 
in the telecoms and food sectors . 

'Du o' Insti tute for Economic 
Research of t he National 
Au tono mo us Universi ty of Mexico 
and th e Vale Colum bia Cen ter on 
Sustaina ble Internation al Mexican outward rO I. most of the the 1970s coi ncided with that o f 
Investm ent, aj oint initiative of th e investm ents were un dertaken in several developing econo mics with 
Columbia Law Schoo l and the Earth Latin Ame rica and the Caribbean hig h g rowt h rates during that and 
Institu te at Colu mbia University in and in Nor th America - specifically the precedi ng decad e. Oth er devel
New York. ha ve produ ced a seco nd the US.These regions were (a llowed opin g coun tries with import an t 
an nua l su rvey of Mexican mu lti na in importance by western Europe. outward flows in th e 1970s wen.. 
nonals, TI,e su rvey is part of a long th ough outw ard FDl from Mexico Hong Kon g, India . Singa pore. Bra zil 
term stud y of th e rapid global expa n is now also rising to promine nce and Argen tina. 
sion of the multinat ion al enterprises in China, India a nd Australia. 'Ole pecu liari ty of th e Mexican 
of eme rging ma rkets. TIle report case was th at, while in th e other 
focuses on da ta for 2009. Drivers of outward FDI econom ies ou t flows went in to coun

In 2009, the 20 companies listed The first ou tward investment tries wi th common bord er s and/or 
in the survey posted abo u t $117bn in cycle for Mexican business group s similar or lower levels of economic 
for eign assets, $63bn in foreign sales, occur red in the 19705, after several development, a good par t of Mexican 
and had 227,484 employees in t heir decades of expansion of the Mexica n investm ent dbroad was und ertaken 
overseas opera Li on s. The top th ree econo my. Dur ing that decad e some as sou th-nor th investm ent . in a cou n
firm s on th e list ate bu ilding rnarer i of the largest manufacturing firm s in try th at was bo th mu ch bigger and 
als su pplier Cernex aud telecom s th e coun try developed a broad stra t much more develop ed: the US.These 
comp an ies America Movil and Carso egy of purchasing domestic competi flows were abruptly cut off with the 
Global Telecom, which combined tors inside the coun try and diversify foreign debt crisis of the 1980s. 
con trolled $861m in foreign assets, ing their businesses, wh ich in some Companies even divested all the ir 
accounti ng for 73%of the survey's cases included the acquisition of foreign assets as pari of a policy to 
total. 'Ole lead ing sectors in the ban ks aucl othe r finan cial companies. st re ngthe n their finances. 
survey are food a nd beverages (foul' They also embarked on a process of Th e second foreign expansi on 
compa nies}, non-metallic min erals intcrn arionalisati on through exports cycle occurred at the beginning of 
(two}and telecom s (two}. aud investm ent abroad. the 19905. followiug(a nd feeding) the 

lu keeping with th e tradi tion in This investment cycle duri ng Mexican export boom.1110se involved 
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were th e con n try 's lar gest bus iness 
groups (as th ey had be en in th e 1970s) 
and, in several cases, a lso th e old est. 
wi th th e h istory ofsome dating bad, 
to th e fir st quartet of the 20t h 
cent ury o r ea rl ier. 111is second ex pa n 
sion. whi ch is sti ll contin uin g . h as 
taken place m ainly t hroug h cross
bord er acqu isi tions a nd th e main 
ta rget ar eas have been Cen tra l a nd 
Sou th Ame r ica and, again . the US. 

Som e of th e investments in th e 
US, such as those undertak en by food 
and TVprogramming co m pa nies. 
have take n advan rage of th e ma rk et 
ni ch es ope ne d up by th e growing 
Latin o populati on in t ha t cou ntry. 
In the case o f inve stments by stee l. 
anto parts. a nd gla ss manufacturing 
co mpa nies. their links with multin a
tion al auto and beverage compan ies 
located in th e US and So u t h America 
have been decisive. 

L1berallsatlon catalyst 
Th e growt h in Mexican outward FDI 
occurred followin g th e lib cralisation 
of the Mexican economy, along with 
that o f all the other Lat in Am erican 
econom ies, and h as been steady, with 
th e exce p tion s of th e cr isis yea rs of 
200 1 an d 2008. TIle op en ing of th e 
eco nomy also br ou ght along with it a 
spec tacu lar increase in in ward flows 
and stock. 

Mexico , sim ilar to mos t develop
ing co un tries. has linked it s poli cy 
on forei gn investm en t in flo ws to it s 
economic develo pm ent go als .While 
the gover nm ent h as develop ed poli
cie s design ed to attract and promote 
inward in vestm en t in th e co u ntr y, i l 
has m ad e few such efforts to promote 
ou twa rd investment by Mexic an 
com pa ni es. Since 1986. th e Mexic an 
govern m ent has focused its effo rts on 
pro moti ng exports . wirh th e resu lt 
t ha t i ts econo mic stra tegy has leaned 
toward neg oti atin g in struments such 
as th e Nor th Ameri can Free-Trade 
Ag reeme n t, or Na fta . TIle pr ior ity h as 
bee n for eign tr ade , not investment 
abroa d . 

111e expan sion of Mexican multi 
nationa ls ca n thus be attribu ted 
m or e to thei r e f for ts to com pe te in 
th e g loba l econ om y. to increa se their 
com pet i tiveness in the Mexican inter 
nal m arket , and to ta ke advan tage of 
the open ing o f th e econ om ies south 
of it s bord ers - rather th an t.oany 
specific poli cies on th e part of the 
Mexica n gove rn ment. 

The e ffec ts of I.h e wo rl d crisis
 
wer e very seve re in 2009. Th e
 
Mexican eco no my, due to it s trade
 

dep endence on the US eco no my a nd 
ot her str uc tu ra l defici enc ies, was 
th e m ost affected among th e la rg er 
co u ntri es in Latin America . 

11112 impact of th e crisis on 
Mexican multinati onal s h as var ied 
g rea tly, depending on th e industries 
th ey o pera te in. It has also vari ed 
according to th e ir loca tion . 

Thus, for exam ple, th e impa ct 
was felt less keenly by com pan ies 
wit h th eir assets m ainly in Latin 
Amer ica , w hich has bee n on e of th e 
region s least affected by t he crisis , 
t.han by com pa ni es th ai dep end on 
re cove ry in th e US m ark et, as is I he 
case for th ose with activi ties re la ted 
[Q cons t ruc tio n. TIle ou tloo k for 
th ese firm s is the most un cer tai n . 

rn 2009, Mexican ou twa rd FDT 
flows we re fed primarily by an expen 
sive intern ati on al acquisi tion by 
bakery Bimbo an d th e excep tio na l 
in vestment m ade by Crnpo Mexico to 
recover its su bsid ia ry Asarco. But the 
un certain ty over a po ssible lengt h en 
mg of t h e recession fed by th e crisis 
co u ld lead to th e spread of a much 
more conservative investment. atti
tude of the kind exem plified by on e 
of th e leading Mexi can telecom s 
m ul tin a tionals. America Movi l, 

As a result of th e cri sis, in 2009 
th e total sales of th e 20 compan ies 
in cluded in the su rvey fen 2.2%in 
rel ation to the previous yea r, but if 
stare-owned oil en te rp rise Pcmcx is 
exclud ed to avo id th e distorting 
weig ht it re pre sents in th e agg rega te 
data , th e result is not negative but a 
9.2% in crease. 

A m ot e preci se analysts can be 
ob tained by observing th e individual 
per forman ces of th e multinationals, 
which vary con siderab ly, dep ending 
on their industr y. A5 noted ea rlier, 
40 %o f the 20 co mpa nies exper ien ced 
a reduction in tot al sales and 40% 
also saw th eir for eign sa les declin e 
(al th ough t.his did not always in volve 
l he same firm s). 

Th e co mpan ies most a ffected a re 
in sectors tied to th e consrr uc tion 
in d us tr y (Cernex, In dustrias CH. 
Xig n ux and Vitro), in m ining (Grupo 
Mexico ), in oilPernex)and in autos 
and au to par ts (San Luis Corp and 
ALFA's automotive div ision). In the 
case of Ccrncx, a glo bal com pany th at 
o ffers services and pr oducts in mor e 
th an 50 cou n tries and rh at is th e 
th i rd largest in the worl d in cemen t 
and clinker sales. it shou ld be noted 
that in 2009. as in 2008. the company 
h ad to divest for eign asse ts. specifi
cally its ope ra tions in Aus tralia . 
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whi ch it sold to th e Hakim Gro up . 
Cem cx inde finitely postpo ned
 

a bon d pla cem ent for $500m nn til
 
m ar ket co nd ition s turn m or e favour

able, "[he co m pany - wh ich ha s faced
 
large losses in Ven ezu ela foll owing
 
th e ex propria tio n o f its p la n ts - also
 
beg an talks with its m ai n cred i tor
 
banks to restructure $14 .5bn in debt.
 
Th an ks to i ts co rporate streng th ,
 
Cernex has m anaged 1'0 de a l with
 
in tern a tio na l laws u its filed against
 
it in Poland, the US an d Spa in .
 

Perhaps wh at tr an spired in 200 9
 
in rela ti on 1"0 Cemex tell s us rh at t he
 
geog ra ph ical expa nsi on o f Mexi can
 
com pan ies sh o uld be co nd ucted
 
mor e cau tion sly in t he futnre, in th e
 
light of th e m anner in wh ich gove rn 

men ts are rea ct ing to th e ro le o f
 
fo re ign co mpan ies in in creasing
 
market conc en tration .
 

Avoiding the crisis 
The cris is had n o m ajor e ffect on
 
com pan ies in tel ecoms (America
 
Movil and Carse Glo bal Tel ecom )
 
o r on rhose in th e food and beverage
 
busin ess (Fcrnsa. Bimbo, Gr u ma and
 
Aced). whi ch in cr ea sed th eir total
 
and foreign sa les . The m ost notewor

th y cases were th ose o f the la tter four
 
co mpani es, whic h boosted th eir tot al
 
sa les wi th regard to th e previous year
 
by 24%. 50 %. 1')% and 75%. respe c

tively, an d in cre ased th eir forei gn
 
sa les by 47%. 120%. 22% and 97%.
 
respect ively,
 

Nevertheless, in respo nse to th e
 
cr isis. Am erica Movil adopted m or e
 
co nserva tive policies and reduced th e
 
pace of i ts ex pansion, as evi de nced by
 
its m er ger and acqu isiti on a nd g reen

field investments. •
 

The survey'sauthan , Dr.Jorge Basave
 
KunJlIlrd! and Dr Maria TeresaGut1(TIez

Heres, are senior researchersat the rllstitli ~
 

, .for EconomicResearch ar the NatIonal 
Autonomous U1llver5J ty of Mexico.The fu rl 
-repor t is availableonlineat www.vcc. 
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