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mid-August 1982 to obtain U.S. support to prevent default on :
$82 billion (now $100 billion) foreign debt. Even though Silv;
Herzog arrived in Washington during a sleepy, late-summer week.
end, he found a receptive audience in Federal Reserve Board Chair.
man Paul A. Volcker, Treasury Secretary Donald T. Regan, Deputy
Treasury Secretary Timothy McNamar, Agriculture Secretary Johr
R. Block, and Ambassador Gavin. Two days of lengthy and in-
tensive talks yielded a multibillion dollar rescue package, including
a $1 billion cash purchase of Mexican oil for the Strategic Petroleum
Reserve. The imposition of a negotiating fee, frequently used in
private deals, was proposed to obscure the size of interest charges on
this transaction, an extremely sensitive item in Mexico. The U.S.
Treasury proposed a $100 million fee. The Mexican negotiators,
unhappy over the amount, had to secure Lopez Portillo’s approval,
even though assessing a fee had been accepted in principle. The
president vetoed the $100 million payment and authorized Silva
Herzog to break off the talks. “Let Rome burn,” Lopez Portillo
informed him. The bailout was accomplished only after the Ameri-
cans halved the fee to $50 million.>°

Mexican negotiating teams exhibit a united front, making
it virtually impossible to exploit differences among their members,
who dutifully defer to the principal negotiator. He, in turn, defers
to the president in Mexico’s centralized system. The style of prin-
cipal negotiators depends on their personalities, constituency, and
the issues on the table. The Foreign Ministry’s emphatically Third
World orientation means that its spokesmen frequently articulate
their points in ideologically-charged, anti-U.S. language, urging
policies congenial to Nicaragua's Sandinistas or the establishment of
a New International Economic Order that would transfer resources
from “have” to “have not” states. Pronouncements by Mexico’s
U.N. delegation reflect this tendency, which is particularly notable
in international organizations where the United States is a popular
whipping boy. Further, in 1985 in the U.N. General Assembly,
Mexico voted with the United States only 14.5 percent of the
time—a figure lower than that of any nation in the Western hemi-
sphere with the exception of Guyana (13.9 percent), Nicaragua (8.4
percent), and Cuba (6.2 percent).”' Such a tack is in contrast to the
pragmatic, business-like approach of negotiators from the Treasury
and Commerce ministries, the Central Bank, or Pemex.
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Mexico's Principal Negotiators—An Impressive Team

Mexico's principal negotiators are excellent. In fact, a U.S.
Treasury official described Angel Gurria, Mexico’s chief debt nego-
tiator, as a “‘miracle worker” who has obtained “fantastic terms” for
Mexico in negotiations with private banks. He is arguably the best
in the Third World. Also possessing world class talent are Silva
Herzog, Central Bank President Miguel Mancera Aguayo, and Com-
merce Minister Hector Hernandez Cervantes. These men have mas-
tered their subjects, know their opposite numbers, are familiar with
the U.S. political system, and understand the international eco-
nomic and political environment. For his handling of Mexico's 1982
debt crisis, Euromoney magazine saluted Silva Herzog as 1983’ “fi-
nance minister of the year.” Meanwhile, the Wal/ Streer Journal said,
“Bankers smile at the mere mention of Mexice’s charismatic finance
minister.” >

Interestingly, the most acerbic critics of these sophisticated,
middle-class technocrats or técnicos are Mexicans. Specifically, old-
line politicians despair at the ubiquitous presence in key positions
of well-educated cosmopolites who have no electoral experience,
much less an appetite for pressing the flesh with peasants, ham-
mering out deals with ward heelers over tequila and Carta Blanca
beer, or keeping their ears to the ground. ’

Charges of elitism aside, Mexico does field an impressive
first team on a half dozen or so perennial issues. Its negotiators are
intelligent and well educated. Moreover, in contrast to most U.S.
Foreign Service officers, Mexican diplomats, eager to keep their
contacts cufrent in a Byzantine political system, prefer to remain in
Mexico City, where they are available for negotiating assignments.
As Ambassador Jova has reported, the Mexicans do not hesitate to
bring back an envoy from a distant land to participate in talks if he
is an expert on the subject at hand.

Weakness in Back-Up Staff

But, to continue the sports metaphor, the Mexican bench is
weak, making it impossible to carry on two or more separate nego-
tiating matches in different parts of the world. This is especially true
in an area such as energy, where the Mexicans boast only a few years
of “big league” experience. The need for oil specialists to attend
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various OPEC-related gatherings in Europe forced three post
ponements of a Washington meeting of the Bilateral Energy Consul
tation Group, scheduled for early 1986. But the U.S. record o
continuity is worse because of relatively brief assignments, the esca
lating number of political ambassadors, and the ever faster movin,
revolving door between government and private careers. Mex
ican staft work has improved greatly. Yet, it pales in comparisos
to the U.S. capability, mainly because of a comparative dearth o
information.

Negotiating Strategies and Tactics

Mexico’s negotiating strategy resists categorization intc
phases such as “opening moves,” “period of assessment,” “‘enc
game,” and “implementation.” - In fact,— circumstances dictare
whether Mexicans begin with a position that is “‘extreme,” “reason-
able,” or “non-engaging.” In recent years, expectations about oil
prices correlate closely with Mexico's behavior at the bargaining

table.

Intractability

During the halcyon days of rising oil prices, Mexican nego-
tiators frequently displayed an intractable or non-engagement style. -
Following resumption of natural gas talks in the spring of 1979,
the Mexicans clung tenaciously to the idea of keying the price to the
BTU content of No. 2 fuel oil, a demand that had precipitated
the breakdown of discussions in 1977. Under Secretary Julius L.
Katz reported Mexico’s unwillingness to consider other pricing
mechanisms.”” At the beginning of the third session, for example,
the U.S. team asked if their hosts wanted to begin the dialogue.
“No,” was the reply. The U.S. spokesman next proceeded to sketch
his country’s position. Still no response, not even the suggestion
that the American proposal, or a part of it, sounded interesting or
had any merit whatsoever. The Mexicans might eventually ask a
question tangential to the initial presentation, prompting a desul-
tory and patently unsatisfactory discussion. Nonetheless, they re-
fused even to indicate that they felt a natural gas agreement would
be a good idea. The sessions proved “very painful,” according to
Katz.
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At this point, the Mexicans were greenhorns at the poker
table on energy matters. They realized that the United States had
substantially more information than they about oil and gas markets.
Moreover, no member of the Mexican team wanted to make state-
ments that might be interpreted by his peers, superiors, Of the
media as his having “sold out to the gringos”’—action tantamount
to political suicide. (In the United States, it behooves many poli-
ricians, especially presidential aspirants, to appear sympathetic to
Mexico in order to ingratiate themselves with Chicano voters; in
contrast, closeness to the United States may be the kiss of death to
an aspiring Mexican politico.) As previously mentioned, only polit-
ical pressure—the spectre of Carter’s withdrawing Lopez Portillo’s
invitation to the White House—gave impulse to a settlement of this
controversial issue. . - - L

In the negotiations that produced a U.S.-Mexican trade
subsidies agreement in April 1985, Mexican negotiators started out
with an extreme position but eventually became more reasonable.
The three-year accord requires that domestic industries demonstrate
a direct injury before higher tariffs, known as “countervailing
duties,” can be imposed on subsidized Mexican merchandise enter-
ing the American market. The lack of any major trade treaty be-
rween the two nations since the late 1940s reflects the deep distrust
toward the United States by Mexico, which abhors external con-
straints on its commercial and fiscal policies. More than three years
of negotiations preceded the signing of the subsidies pact. During
this time, several factors softened the initially extreme Mexican
position; oil prices fell; domestic economic conditions deteriorated;
devaluation of the overvalued peso obviated the need to rely on
subsidies to spur traditional exports; a Strong trade surplus devel-
oped with the United States; de la Madrid endorsed economic liber-
alization that stressed an export-focused growth model to replace
import substitution and reliance on petroleum as the engine of
Mexico's economic advancements; and by early 1985, some 25 coun-
tervailing duty petitions had been filed against Mexican goods as
varied as steel, cement, ammonia, carbon black, glass, and textiles.
These considerations bolstered the hand of U.S. negotiators who
insisted that Mexico curtail export subsidies and modify its pharma-
ceuticals law before the “injury test” would be granted.
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The Use of Linkage

The concentration of power in the presidency would seem t¢
encourage Mexican negotiators to pursue grand trade-offs as opposec
to dealing with each issue in a separate channel. Relatively un-
restrained, the chief executive might decide to cooperate on com-
batting narcotics traffic if the United States maintained a porous
border for illegal aliens. In a 1978 visit to Mexico, Vice President
Walter F. Mondale, in response to Mexican overtures, was prepared
to discuss linkages among issues. Much to his surprise, his hosts
never raised this possibility. Apparently, when Lépez Portillo al-
luded to “package” negotiations, he meant attempting to resolve
one outstanding problem to improve the climate for addressing
another—and, upon settling that one, still another.

- In any-case,- Mexicans involved-in trade negotiations con-
tinually remind American officials that failure to open the U.S.
market to Mexican goods will accentuate the country’s economic and
social woes. It is pointed out that such woes accelerate capital flight,
thus imperiling the long-term stability of Mexico’s political system,
whose disintegration would pose an enormous security threat to
Washington. More than a hint of linkage was embedded in com-
ments about debt made by Finance Minister Silva Herzog in early
1986. He stressed that access for Mexican exports to the U.S.
market would reduce his country’s need for external credits.

Ironically, the United States has emphasized linkages more
frequently than the Mexicans in recent years. A prime example was
American insistence that Mexico modify its February 1984 pharma-
ceuticals decree, which deprived American firms operating in that
country of protection for its patents, before a trade subsidies agree-
ment could be signed.

Manipulating the Media

The Mexican government can manipulate the media in an
attemnpt to assist its negotiators. Ministries possess special funds to
pay reporters assigned to cover their activities. Such covert pay-
ments, known as Zgualas, should not be confused with gacetillas,
stipends given to editors or reporters to carry specific stories in the
news columns of their publications.** The government's ability to
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shape what appears in print prompted political scientist Evelyn P.
Stevens to comment:

To read a2 Mexican newspaper is to venture Onto factual desert
in the midst of an ideological hailstorm. Headlines scream,
news stories bellow, and columnists and cartoonists belabor
“enemies of the revolution” with sledgehammer sarcasm.”’

The president and his entourage will not hesitate to plant
news articles or otherwise shape press coverage. This tendency was
patently evident with respect to the natural gas issue in the late-
1970s. In late 1985, a carefully orchestrated media campaign in
favor of Mexico's joining the General Agreement on Tariffs and
Trade prefaced de la Madrid’s endorsement of entering the
~ 90-member organization, which is committed to promoting inter-
“national commerce through mutual tariff concessions.”

In contrast, negotiators usually shy from such press manip-
alation lest articles which they inspire precipitate negative coverage
that may undermine an agreement and earn for them a dreaded
“Made in USA™ reputation. Mexicans negotiating on trade issues are
especially anxious to avoid publicity, for the prospect of concluding
a deal with the United States could encourage government officials
opposed to closer bilateral economic ties to plant articles hostile to
the proposed agreement. Publicizing talks could generate both crit-
ical articles in Proceso, an independent and respected weekly re-
nowned for its muckraking articles on government actions, and
condemnatory speeches by Mexican congressmen who thrive on
baiting Uncle Sam. :

Mexico enjoyed remarkable success in manipulating the
U.S. media in the late-1970s. Invariably, American newspapers and
periodicals uncritically reported Pemex’s announcements of ever
larger “‘proven’ oil reserves, even though there was no independent
verification of what turned out to be highly inflated figures. For
instance, Pemex Director-General Jorge Diaz Serrano informed par-
ticipants in the 1978 annual meeting of the American Petroleum
Institute, held in Chicago, that Mexico’s Chicontepec field was “one
of the bigger hydrocarbon accumulations in the Western hemi-
sphere,” containing up to 100 billion barrels of crude oil. Headlines
trumpeted this figure as gospel. Later, however, the figure was



MEXICO 143

quictly modified to 7 billion barrels. Release of blue-sky numbers
often coincided with Mexican efforts to affect the outcome of some
bilateral initiative, be it in immigration, trade, or natural gas pric-
ing. U.S. reporters, who only discovered Mexico during the oil
boom, have become increasingly aware of the gap between rhetoric
and reality in the ancient Aztec nation.

Manufacturing Delays

As the example of the subsidies pact indicates, delays inev-
itably occur in U.S. negotiations with Mexico, a country that spurns
the use of mediators or third parties. These delays reflect sharply
different attitudes toward time above and below the Rio Grande.
Americans are mesmerized by schedules and deadlines that are far
less important to their Mexican counterparts. Even more umportant

“than cultural considerations is the widely held belief among Mexican
officials that negotiations with the United States constitute a “zero-
sum’ rather than an “expanding-sum” game—if one side wins, the
other must lose—and history demonstrates that Mexico deals with
the United States at its peril. This helps explain why Mexican
negotiators frequently manufacture delays. After all, why rush to be
taken advantage of? It also helps explain the occasional use of dra-
matic gestures epitomized by Silva Herzog's desperate visit to Wash-
ington in August 1982 when he said, in essence, “If you don't help
us at once, Mexico will go belly-up and the international financial
structure will totter!”

Mexican officials don't carry the same ideological baggage
into talks with other countries as they do with their obtrusive
northern neighbor. Hence, in dealing with Japan or France, they are
prepared to contemplate an expanding-sum game in which both
players win. Ironically, size, history, and resources mean that Mex-
ico appears as overbearing to Central American republics as the
United States does to Mexico. When Guatemalans allude to the
“colossus of the North,” they are referring to Mexico.

Guidelines for U.S. Negotiators

In a biography of Louis XI, Paul Kendall described the
political and diplomatic machinations among the medieval states of
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the Italian peninsula in language that invites comparisons with
U.S.-Mexican relations:

The smallest gesture, subjected to elaborate analysis, became
menace: the slightest fortuity, studied with unrelenting
minuteness, was turned into a dangerous portent. The face of
Iralian politics was scrutinized at claustrophobically close
range: the twitch of a cheek, tremor of a lip, a slide of eyeball
assumed significance, probably sinister . .. Within this closed
space, statecraft had become capable of everything but states-
manship; subtlety of calculation able to master all political
mathematics except harmony.”®

Indeed, an effective U.S. negotiator must realize that his
country’s actions and inactions are scrutinized “‘at claustrophobically
close range” by politicians, pafties, professors, newspapers, and
others in Mexico who then continually assign significance to “the
twitch of the cheek, tremor of a lip, slide of eyeball.” What accounts
for such scrutiny? Undoubtedly, the history of bilateral relations—
with which the negotiator should familiarize himself.

He must also comprehend the outlook of the Mexicans.
True, they have been influenced by Western values, especially the
men and women graduated from U.S. and European universities.
Still, the more powerful tradition for most Mexicans is that ema-
nating from their Ibero-Islamic heritage, modified by the influence
of an indigenous culture. This heritage embraces such concepts as
the hierarchical organization of society, including the presence of
classes, the centralization of political power, emphasis on person-
alism and strong leaders, corporatism, fondness for military might
and masculine prowess, fatalism, and a manipulative attitude
roward law. Such concepts collide with the Anglo-American de-
votion to pluralism, equality, civil liberties, and free enterprise. Put
briefly: U.S. negotiators must understand that Mexicans are not
Spanish-speaking North Americans.

Sensitivity to Mexican values should be complemented by
several practical considerations:

e Establishing personal rapport is critical to negotiating
successfully with Mexicans. Preliminary meetings, telephone con-
versations, and social activities involving family members and long-
time mutual friends will facilitate the development of such a re-
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lationship, which will be enhanced if the United States avoids
frequent changes in the composition of its negotiating team,

* As is the case with representatives of most countries, Mex-
icans prefer to negotiate privately, beyond the spotlight of press
artention. Respecting this preference is particularly important for
the United States inasmuch as Mexican leaders, long adept at
manipulating their media at home, frequently interpret newspaper,
radio, and television reports about bilateral affairs as having been
fashioned by the White House, State Department, or some other
U.S. governmental actor.

* U.S. negotiators must remember that their Mexican coun-
terparts have limited discretion in making decisions. Therefore, any
pact should be considered tentative until approved by the appropri-

‘ate cabinet secretary or the president of Mexico himself, To press a
Mexican representative to take firm positions before he has consulted
with hts principal will prove embarrassing and counterproductive.

* Although gradually becoming familiar with the U.S. Sys-
tem, most Mexican leaders view policymaking in Washington
through the optic of their own experience in an authoritarian, cen-
tralized, presidential regime. Hence, it is imperative for U.S. nego-
tiators to explain thoroughly the role that the legislative and judicial
branches may play in implementing any agreement, especially if the
subject matter is financial or commercial.

* The tractability of Mexicans is frequently correlated with
the size of the negotiating arena—that is, the relative flexibility
present in bilateral talks may give way to acute inflexibility in such
multilateral forums as the United Nations or the Organization of
American States, where diplomats from the Foreign Relations Min-
istry often address leftist, nationalist constituencies at home, as well
as representatives of other nations. The obvious lesson is to encour-
age bilateral negotiations on substantive matters, while taking up
essentially symbolic issues in international organizations.

* That Mexico seldom votes with the United States in the
United Nations, where symbolic issues abound, must not blind
U.S. officials to the growing pragmatism in Mexican foreign policy
with respect to substantive matters. For example, Mexico has
(1) halted oil shipments to Nicaragua’s revolutionary regime, (2)
hardened terms under which it ships discounted oil to ten under-
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developed nations of the Caribbean Basin, and (3) refrained from
either repudiating its huge foreign debt or joining a debtors’ cartel.

e Above all, U.S. negotiators must remain sensitive to the
real or perceived implications for Mexican sovereignty in any agree-
ment with Mexico. Even a partially credible accusation that “you've
sold out to the gringos” is the most potent weapon that any detractor
can use to tarnish the image or even destroy the career of any
diplomat, cabinet secretary, or president.
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