Embedded Multinationals: When MNCs Choose Voice over Exit

(forthcoming at World Politics)

Brian Palmer-Rubin
Assoc. Professor of Political Science and International Relations
University of Southern California
Steven Samford
Assoc. Professor of Organizational Studies

University of Michigan
(correspondence to ssamford@umich.edu)

Abstract:

Multinational corporations (MNCs) operating in developing contexts have been broadly
characterized as mobile investors that benefit from “passive” structural power; so why might
they engage in resource-intensive efforts at everyday politicking? To address this mostly
unnoticed phenomenon, we trace the extensive efforts of MNC subsidiaries in two starkly
different industrial sectors in Mexico—electronics manufacturing and agribusiness—to
participate in politics through domestic trade associations. We develop a causal model to explain
why these and other multinational foreign firms would derive political power from investing in
“voice” rather than threatening to “exit” from the economy as expected (Hirschman 1970).
Specifically, locational inflexibility of operation makes disinvestment unappealing, creating
incentive to foster social embeddedness. Embeddedness, in turn, provides resources for MNCs to
employ instrumental political power. The implications of this argument speak to a range of
political economy scholarship by linking MNC embeddedness to regional economic integration

and rethinking the role of MNCs in coalitions for economic upgrading in their host countries.



I. Introduction

In July 2023, Mexico’s National Berry Exporters’ Association (Aneberries) hosted its 13t annual
congress in Guadalajara, with over 3,000 people in attendance. The three-day event featured
panels on themes ranging from marketing strategies to irrigation systems, a business fair with
close to 200 booths, and a host of recreational activities, including a half marathon. This annual
event is indicative of the huge footprint that Aneberries has attained in Mexico’s export
agricultural sector in its 14-year lifespan. Its membership, economic clout, and public profile
dwarf those of Mexico’s traditional agricultural associations. This trajectory is particularly
notable given that Aneberries’ founding members were a handful of agribusiness firms based
outside of Mexico.

Aneberries is just one of several sectoral business associations in Mexico populated by
multinational corporations (MNCs), which devote their efforts to coordinating businesses in their
sectors and representing the interests of foreign firms in domestic policy. Other examples include
associations representing banking and insurance, heavy manufacturing, electronics production,
and pharmaceuticals. Like Aneberries, some of these associations are newly formed; others have
come to be populated by MNC subsidiaries after many decades of representing domestic firms.

These examples of coordination and political activity in the host country run counter to
two prevalent images of MNCs in developing contexts. One identifies foreign investors as ready
exploiters of weak institutions (Levitsky and Murillo 2009) to aid political allies and enrich
themselves, such as the “contract clientelism” practiced by construction giant Odebrecht in Peru

(Holland and Freeman 2021). A second prevailing view depicts MNCs as mobile and thus



lacking incentives to engage in resource-intensive politicking in the host country. This view
raises concerns of a “race to the bottom,” in which foreign investors exploit their mobility to
extract favorable tax, labor, and regulatory policies (Brooks 2007; Kaufman and Segura-Ubiergo
2001; Mosley 2017; Mosley and Uno 2007). These two depictions of MNCs share a concern
with their “structural power” (Block 1977; Lindblom 1977), that is, the political leverage that
they enjoy as a consequence of an implied threat to disinvest and move operations to a different
country. This outsized structural power has been identified as one ingredient in “post-neoliberal”
political economies, accused of exacerbating inequality and demobilizing traditional civil society
(Schneider 2013; Silva and Rossi 2018). In these depictions, MNC political behavior in the host
country is either a lone activity, absent altogether, or treated generally as part of a system of
international investment and capital flows (see Drezner 2001).

The present analysis is motivated by the observation that many MNC subsidiaries do not
conform to either of these images. Instead, like the firms participating in Aneberries, they appear
to be more actively engaged in non-market behaviors. Based on inductive theorizing of two
MNC-dominated sectors in Mexico—non-traditional export agriculture and electronics
manufacturing—we explore how such firms become enmeshed in resource-intensive and routine
politics of claim making. Foreign firms in these two sectors invest in instrumental power: they
build institutions for “deliberate political engagement” (Fairfield 2015b, 412). Existing
scholarship has described instrumental power as the purview of domestic business, which enjoys
elite social contacts that are assumed to be “neither available nor essential to foreign investors”
(Schrank 2008a, 22). The very fact of these interactions raises questions that go the heart of our
understanding of the politics of foreign investment. What conditions encourage MNCs to

exercise claim making and coordination (i.e. “voice”) through host country politics rather than



“exiting” to other countries (Hirschman 1970)? And when they engage in such claim making,
why do they sometimes invest in complex institutions in the host country to represent their
interests, such as business chambers?

We construct a framework for the sociological nature of foreign-direct investment in
conditions of stability. Such an approach requires analyzing evolution in two traits of
multinational subsidiaries, their “internal” and “external structuration” (Kriesi 1996). Internally,
we observe the organizational structure of the firm, as subsidiaries in the host country make use
of available operational autonomy. Externally, we observe the increasing embeddedness of
multinational subsidiaries, as they develop ties to other market actors in the host country. We
derive these concepts of subsidiary autonomy and embeddedness from influential research in
economic and organizational sociology (Fligstein 1996; Granovetter 1985; Nohria and Ghoshal
1997; Heidenreich 2012b). We argue that long time-horizons in the host country enable
subsidiary autonomy and embeddedness, which in turn empower the firm to influence local
politics though institutionalized means.

Our analysis draws on two distinct economic sectors in Mexico where we observe high
levels of embeddedness. In electronics manufacturing, multinational firms took control of a
longstanding national business chamber and deployed its resources to advocate for policies
favoring greater co-location of international firms. In the berry industry, foreign firms established
a bespoke association to coordinate domestic and multinational berry exporters on regulatory
advocacy and compliance. Through an inductive “method of similarity” comparison, we trace the
process through which firms in each of these sectors became embedded in local market
institutions and coordinated in claim making activities. These two sectors differ sharply across a

range relevant features, including capital intensity, workforce skill level, and the legacy of



corporatist state involvement. Yet they converge on a common outcome: exhibiting sustained,
collective political engagement by foreign firms through business associations. This convergence
suggests that the causal mechanisms we identify may travel across sectors that share underlying
features—such as locational constraints and immobile capital—even in the absence of state-led
coordination.

In these two cases, MNCs engage in host-country politics through associations, but
instrumental power can also be exercised through other means, such as direct lobbying by
individual firms or participation in state-initiated modes of coordination like planning councils
and regional clusters (Mayka 2019; Porter 2011). Coordinating through business associations,
however, is distinctive. As a more institutionalized and enduring mode of engagement,
associational politicking sits at the higher end of the spectrum in both the resources firms commit
and the developmental stakes involved. Business associations create stable, formal arenas in
which firms can forge common agendas, negotiate with the state, and shape sectoral governance
over time. Similar dynamics are evident in East Asian developmental states, where
institutionalized ties between public agencies and business groups were central to successful
upgrading (Evans 1995; Wade 1990). Mexico is a most-likely case in which to observe MNC
embeddedness suggesting that this country may be a case of a missed developmental opportunity.
Its deep economic integration with the United States and historically cohesive, institutionalized
business community create favorable conditions for long-term foreign investment and sustained
inter-firm coordination. However, since neoliberal reforms of the 1990s—which coincided with
the adoption of NAFTA and influx of foreign capital—the Mexican state has been reticent to
engage organized business in core elements of policymaking, with some key exceptions at the

subnational level (Madariaga and Rangel-Padilla 2025; Fuentes and Pipkin 2025). This period



has featured disappointing economic growth and an increasingly dual economy, in which the
spoils of foreign trade accrue mainly to the upper deciles of the economy.!

This analysis contributes to three areas of research in political economy. First, it helps
incorporate MNCs into the comparative politics of business in the Global South. We observe a
pattern distinct from most comparative scholarship: foreign subsidiaries that are relatively stable,
politically engaged, and invested in the long-term viability of their host-country operations.
Second, this study contributes to the international political economy literature by identifying
MNC embeddedness as an underappreciated element of regional economic coordination. Our
account contrasts with the prevailing assumption of near-frictionless mobility, instead positing
locational embeddedness as a mechanism through which multinational firms shape economic
governance in host countries. Finally, this analysis has implications for ongoing debates about
development and industrial upgrading. We contribute to a growing body of work that analyzes
the traits of global value chains to understand paths of out of the middle-income trap (Freytes et
al. 2025a; Gereffi 2019; E. Paus 2014). MNC embeddedness is not sufficient to transform
middle-income economies, but it is likely a necessary precondition for harnessing foreign

investment to catalyze higher growth rates.

II: Theory: Embedded MNCs and Instrumental Power
Businesses wield political power in structural and instrumental manners. Structural power stems
from the state’s real or perceived dependence on the continued operation and investment in the

business activity. The threat—implicit or articulated—of disinvestment provides businesses

! Mexico’s GDP has averaged a 1.6 percent annual growth rate since 2000 (Esquivel 2024). Analysts’ explanations
for such mediocre performance—despite high foreign investment—blame the state’s failure to provide
complementary institutions to enable upgrading by domestic firms, such as education, finance, infrastructure, and
rule of law (Levy 2010). On the link between poor growth and economic inequality, see Campos (2022) and Levy
and Walton (2009). On the “winners” and “losers” of NAFTA, see Hanson (2003; 2008).



leverage over governments that fear the disruption of their economies. What Lindblom (1977)
calls the “structural advantage” of capital confers greater power over government the greater the
relative importance of the business or sector and the greater the apparent credibility of the threat
of disinvestment (Fairfield 2015a, 43). Disinvestment in this context may indicate complete exit
from the economy or imply less extreme outcomes, such as reduced re-investment or labor force
reduction. Critically, structural power does not require coordinated efforts or messages to sway
policymakers but instead is manifested “automatically and apolitically” (Hacker and Pierson
2002, 281).

Instrumental power, by contrast, is the capability to influence policymaking through
intentional engagement with officials, lobbying, and articulation of preferences through
collective action. In contrast to structural power, which scales with firm or industry size,
Fairfield (2015a) argues that degrees of instrumental power depend upon existing relationships
with policymakers—whether through partisan, organizational, or informal social ties—and
resources controlled by enterprises, particularly shared resources including industrial cohesion,
expertise, and capital. Firms exert instrumental power by lobbying politicians, making campaign
contributions, conducting media campaigns to shape public opinion, or coordinating with each
other (especially in associations).

Depictions of multinational investors have focused on their power to influence host
country policies stemming from structural power rather than overtly instrumental efforts. This
comes through in accounts of “race-to-the-bottom” dynamics, in which potential host countries
compete against each other to attract foreign investment, offering lax regulatory environments,
low costs, and favorable tax regimes (Rodrik 1998). Structural power increases once foreign

firms begin operations, as host country policymakers fear the repercussions of income and job



losses and thus strive to keep the investment climate lucrative. In this account, MNCs’ abstention
from the use of instrumental levers of power is attributed to two factors: (1) firms’ disposition to
shift operations to other locations as investment conditions change; and (2) an absence of
appropriate resources for lobbying in the host country.

This image of MNCs’ reliance on structural power not only characterizes research on
poor countries anxious for foreign investment, such as Bangladesh or Vietnam, but also
underpins more nuanced accounts. For instance, in literature that describes the “middle-income
trap,” in regions such as Latin America, Eastern Europe, and Southeast Asia, MNC subsidiaries
are depicted as “less politically active” (Schneider 2015, 70) lone operators that avoid political
entanglement and behave passively with regard to collective action. Doner and Schneider (2016)
write, “In terms of collective action and political engagement, MNCs are pretty deficient.”
Existing scholarship has largely dismissed the possibility that multinational corporations engage
meaningfully in host-country politics, portraying them instead as structurally powerful but
politically disengaged actors. On this view, MNCs exert influence indirectly—by threatening to
exit or withhold investment—rather than through direct coordination or advocacy within
domestic institutions. This assumption rests on the idea that foreign subsidiaries are too mobile,
fragmented, or detached to invest in the slow work of institutional participation. We contend that
this view misses a significant dimension of MNC behavior. In some settings, subsidiaries
develop and deploy instrumental power—that is, the capacity to influence host-country policy
through direct action and coordination with state and societal actors. This form of power is
relational and institutional: it involves purposeful engagement in the political field, not merely

reliance on economic leverage.



MNC instrumental power varies in both form and function. In terms of form, subsidiaries
may act alone—through lobbying, campaign contributions, media campaigns, or direct
negotiation—or collectively, by participating in consultative policy councils, coordinating
through traditional business chambers, or even creating new associations. These modes vary in
complexity and institutionalization: chambers and dedicated associations represent more
enduring, structured forms of engagement. Functionally, MNCs exercise instrumental power
across a range of policy areas—from one-off demands for tax incentives or land access, to more
complex domains such as regulatory enforcement, infrastructure planning, and skills training.
Traits of the host country institutional environment—such as rules regulating campaign
contributions or subsidizing chambers—may affect the desirability of these different modes of
influence to MNC:s. Crucially, however, institutionalized forms of engagement, such as through
business chambers, are particularly suited to long-term, technically complex policy arenas. For
example, coordinating with government agencies on export standards or with universities on
workforce development, requires durable channels of communication and collective action.

Under what conditions should we expect MNCs to engage in costly forms of coordination
and collective claim-making? This question has been largely overlooked, despite its apparent
importance. Existing scholarship does identify features of the host-country state that facilitate
coordination with business—particularly a professionalized bureaucracy and a cohesive domestic
business community. These conditions are thought to foster productive state—firm collaboration
and support industrial upgrading. Scholars of East Asian development emphasize the importance
of embedded ties between public agencies and firms—both domestic and foreign—in enabling

effective industrial policy and technology transfer (Woo-Cumings 1999).



Recent research on Mexico similarly points to subnational cases where effective
bureaucratic coordination and intermediary institutions—such as regional clusters or sectoral
partnerships—have supported firm upgrading and value chain deepening (Fuentes and Pipkin
2024; 2025; Madariaga and Rangel-Padilla 2025; Rangel-Padilla 2021). Yet while this research
takes variables such as “business cohesion” as exogenous (Rangel-Padilla 2021), we still lack an
explanation why MNCs themselves would be amenable to entering into these arrangements. Why
would firms designed for mobility and profitability—often headquartered far from the host
country—invest in building or participating in local institutions? To address this puzzle, we shift

analytical focus from host-country structures to firm-level incentives.

MNC Embeddedness

We argue that a key factor to explain MNCs’ political activity is their degree of
embeddedness in host country market institutions. Economic sociologists developed the concept
of embeddedness, seeking to construct a more “socialized” account of market behavior.
Embeddedness may be defined as informal social ties between economic actors, particularly
firms, but also state, labor, and other actors. Per Granovetter (1985), the embeddedness of actors
in a market plays a fundamental role in generating the trust necessary to engage in exchange
relationships.

In the context of the developmental state, embeddedness has been described as a key
requirement for the coordination between states, firms, and other actors that are crucial to the
process of industrial upgrading (Evans 1995). From this perspective, it is easy to see why a focus
would be on ties between the state and domestic firms—the would-be protagonists of late

industrialization. In addition to the developmental gains from homegrown industry, a focus on



domestic firms’ embeddedness has been motivated by the idea that foreign firms are simply less
interested or less able to set down roots in the host country. Limited empirical research has
confirmed that domestic capital is less mobile than foreign capital. For example, a study of
industrial firms operating in export-processing zones in the Dominican Republic found that
foreign firms were significantly more likely than Dominican-owned firms to relocate outside the
country due to a lack of embeddedness in local political networks (Schrank 2008a).

We question how far reaching these findings are, and we suggest that in many contexts,
foreign subsidiaries are much more likely to become embedded in local social and business
networks than this previous scholarship surmises, particularly in contexts such as Mexico, which
offers a uniquely friendly climate to firms that export to the US. Thus, the image of the footloose
MNC, relying on structural power to reap “race-to-the-bottom” concessions may only
approximate the quite exceptional cases of low-skilled and low-capital manufacturing operating
in contexts such as export-processing or special economic zones that are designed to be
disembedded from domestic political and economic networks.

Quantitative studies of both MNC managers and host-country politicians, in fact, have
found the threat of exit—and corresponding inducements to stay—is an uncommon dynamic for
MNC-host country relations. Kusek and Silva’s (2018, 6-8) survey of MNC managers reports
that only 13 percent cite “efficiency-seeking” (i.e. lower production costs) as a primary
motivation for investment. In contrast, 71 percent list “market-seeking” (i.e. accessing new
source of customers) as their primary motive. The latter group is significantly less sensitive to
host market characteristics, such as labor costs and tax incentives. In an analysis of tax incentives
offered by Latin American governments for FDI, Danzman and Slaski (2022) find that capital

mobility is inversely associated with such inducements; host country politicians prefer to
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incentivize investments that contribute to long-term development objectives such as skilled job
creation.

It is not hard to see why MNCs would stand to gain from embeddedness in the host
country. As stated by Heidenreich (2012a, 8), institutions of embeddedness “shape the
relationships between companies, their own employees, employer associations, unions, schools,
capital owners, competitors, suppliers, and customers. In addition, they provide crucial resources
such as skilled employees and innovative competences. In this way they contribute towards
solving collective-goods problems because private investments in R&D or in the education and
training of employees are in general not sufficient (due to free-rider problems).” In short,
network ties with economic actors in the host country facilitate repeated interaction and the trust
necessary to plan for long-term operation on foreign soil.

We conceptualize the bases of MNC embeddedness as multidimensional, merging both
the economistic logic of capital efficiency and sociological factors (Table 1). The first two modes
of embeddedness stem from immobility or illiquidity of capital investments, which promotes
long-term planning in the host country out of concern for efficiency. Such efficiency calculations
shape the calculus of the parent companies that make decisions about allocation of corporate
resources. Physical embeddedness refers to the cost of capital investment in the host country,
affecting how movable to an alternative site the investments are likely to be considered by the
parent company (Blomstrom and Kokko 1997). Where those resources are more highly
specialized or unrecoverable in the case of relocation, MNCs are less likely to consider the
partial or complete divestment of their operations to be profitable. Greater immobility of foreign

investment has long been recognized as a factor that can create risk for multinationals and
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increase their motive to ensure continuity of favorable conditions (Kerner and Lawrence 2014;
Kobrin 1987; Vernon 1971).

Second, geographical embeddedness—features of the location in which the subsidiary is
located—can similarly detract from investment mobility. Specific geographic needs—resource
endowments, land conditions, distance to market—render investment more difficult to transfer,
given the need to match those factors. Resource-extractive investment and specialized
agriculture, for instance, rely on particular land or weather conditions (Dunning 1998). Along
with these geographic factors, locational specificity may also relate to existing institutional
settings: placement, for example, inside the barriers of a customs bloc, such as the European
Union or USMCA/NAFTA, provides geographically delimited benefits to the multinational
(Biithe and Milner 2008; Cherif and Dreger 2018). The presence of clusters—within which firms
may enjoy greater efficiency (Porter 2011)—may similarly decrease incentives for withdrawing
capital.’

Other modes of MNC embeddedness are more social in nature, including localized
human and social capital. Informational embeddedness derives from human capital that is
adapted to the local setting, offering capacity to understand and effectively navigate localized
processes and institutions. Employees of MNC subsidiaries may acquire these capabilities with
host country experience over time or the subsidiaries may hire local employees who already
possess them. Either way, firms derive benefits from localized human capital, which allows them
to navigate the peculiarities of operating in the host country (Perkins 2014). Such know-how is
particularly relevant for products that have complex and lengthy regulatory processes—such as

health and safety for pharmaceuticals—or environmental impact regulations, as with many

2 The developmental trend of clusters has yielded mixed results. “Forced clusters” have proven ill-suited to spur
sectoral development (Pacheco-Vega 2007).
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manufacturing and extractive industries. This learning process is inherently social, often taking
place through shared experiences and interactions with other MNCs, domestic firms, and
regulatory agencies. As localized capabilities accrue to a multinational subsidiary, the firm may
become both more effective at operating in the host country.

A final mode of MNC embeddedness is relational, including ties to market actors, such
as other firms (both domestic and international), government officials, labor, and universities.
Such social capital can affect an organization’s decision making, distinguishing it from one-time,
arm’s-length commercial exchange. Economic sociologists show that commercial interactions
are conducted in the context of social or network relations, including actions taken by foreign
investors (Bandelj 2002; 2008). Social relationships between organizations can underpin trust,
improve transfer of tacit or fine-grained information, and provide a basis for joint efforts at
problem solving (Krippner and Alvarez 2007; Uzzi 1996; 1997). They also create a sense of
certainty—if not actual risk reduction—that comes with repeated interactions with trade partners.
Thus, the commercial calculations of an enterprise may hang to a considerable degree upon the
depth, breadth, and nature of social relations that overlap commercial relationships with other
market actors.

All the elements of multinational embeddedness outlined above—physical, geographic,
informational, and relational—offer incentives for MNCs to invest in institutions of instrumental
power. They do so by elevating the costs associated with relocation and/or lowering costs of
operating in the host country. Following the basic logic of Hirschman’s (1970) Exit, Voice, and
Loyalty, we postulate that as the potential benefits of mobility of the MNC’s subsidiary decrease,
its incentives to exercise voice increase. The two sociological modes of embeddedness

additionally increase the resources that MNC subsidiaries have at their disposal to engage in
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claim making both domestically and transnationally. As Fairfield (2015) shows, instrumental

power relies on resources such as local knowledge, coordinative capacity, and strong social

relations, both interfirm and public-private.

Table 1: Modes of MNC Embeddedness
Variable Mechanism Examples
Physical: Costly investments raise Extensive physical infrastructure:
Immobile Capital barriers to relocation financial capital—oil drilling; border
facilities
Geographical: Particular geographic Climactic conditions for production;
Locational Specificity | conditions, preexisting heavy or perishable products that incur
regional or local institutions particularly high marginal shipping
facilitate operation costs
Limited locational availability for
extracted resources
Trade agreements and proximity offer
investment advantages (e.g.,
development of cross-border supply
chains). Clusters offer efficiencies
Informational: Long time horizons to build Complex regulatory process for
Localized Human competence in locationally operation (environmental, sanitary,
Capital specific industrial activities, labor)
regulations
Need for high-skill or specialized labor
Security-sensitive sector requiring
longstanding ties with host government
Relational: Network relations (both Development of clusters of
Localized Social social and commercial) complementary industries, supplier
Capital relations
Affective commitment to host country
(e.g., by locally hired executives)

Figure 1 illustrates a process model that we developed inductively through case studies of

the electronics manufacturing and berry industries. The empirical material below substantiates

the following causal processes.
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The first stage corresponds to the establishment of social embeddedness. Long time
horizons for MNC subsidiaries (the first two rows of Table 1) create incentive to make things
work in the host country by developing informational and social ties (the lower two rows of
Table 1). A key mechanism in this stage is increasing autonomy for MNC subsidiaries in their
host countries from corporate headquarters (Beugelsdijk and Jindra 2018; Birkinshaw and
Morrison 1995; Galli Geleilate et al. 2020). While localized human and social capital may
improve local operations, they can also come with affective attachments to the current location of
the organization. Subsidiary managers, if host country nationals, have professional and social
interests; if their subsidiaries are divested, they lose work, status, and whatever benefits might
accrue to their local community. What strategic autonomy they possess—or can carve out—can
be used to create or deepen social ties to the host country.

The second stage of the model relates how social embeddedness operates as a resource,
enabling coordinated action in instrumental power. Relational linkages to elected officials,
regulators, or other organizational actors increases the ability of firms to make individual
lobbying efforts, provide information to appropriate officials, or make targeted public appeals. In
the case of business associations, the formation or penetration of these organizations is a
powerful way firms can convert their local ties into instruments for collective claim making. Just
as they do for domestic firms, chambers institutionalize ties between MNCs and serve as official
or legitimate conduits for engaging with the state. Thus, chamber leadership—often drawn from
the ranks of MNC management—engage in negotiations and coordination with state officials on

behalf of member firms.
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Figure 1: Process Model of MNC Embeddedness

Social Embeddedness Use of Instrumental
(Learning, Networks) Resources Power

for voice (lobbying, business
—l/ associations, etc.)

Locational Inflexibility
(Capital Immobility,
Geographic Specificity)

Incentive
to remain

Reinforcement of incentives to remain

Finally, this model features positive feedbacks that further entrench this process (Arthur
1989; Pierson 2004). As MNCs’ political voice is used successfully, the benefits of remaining in-
country as well as the resources used to exercise instrumental power are reinforced and further
institutionalized. Firms have even less reason to divest and can further capitalize on their
presence in policy discussions that affect the industry. Although not the only means of exercising
instrumental power, when this process occurs through participation in business associations, it is
particularly likely to produce positive feedback. As we detail below, an association earns
legitimacy as an important actor in sectoral policymaking, further reinforcing the value of

MNCs’ location and their degree of social embeddedness.

II1. Parallel Process Tracing of Industrial Sectors

This analysis deploys a method-of-similarity comparison in which we conduct “theory-
building process tracing” (Beach and Pedersen 2019) with firms belonging to two distinct
economic sectors in Mexico: electronics manufacturing and berries. These two sectors align on a
common outcome—a high level of investment in institutions for claim-making in the host
country—but differ on pre-existing explanatory variables in the literature. The electronics

manufacturing sector features a much more complex value chain, has a greater need for high-
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skilled labor, has historically had organized business interests, and is much larger and
heterogeneous than the berry sector (lower half of Table 2). These are all factors that would lead
us to believe that electronics is a more likely case for political organizing in the host country.
We selected cases with extreme levels of participation by MNCs in trade associations, in
keeping with the theory building intent of the study. In both the berry industry and electronics
manufacturing, trade associations (Aneberries and CANIETI-O, respectively) are situated to
have high levels of MNC influence, whether that is measured by the numerical prevalence of
MNC:s in the business associations or by their relative size. Figure 2 substantiates this case
selection by describing the broader context of associational activity of MNCs in Mexico. We
gathered membership data for national, sector-specific business groups that had firms (rather
than individuals) as members.? The 50 Mexican associations for which we could establish
membership represented primary, secondary, and tertiary economic activities; had memberships
of three to 156 members (mean = 48); and varied significantly in the participation of MNCs.
Figure 2 depicts variation in two measures of the participation of foreign subsidiaries in local
trade associations: the numerical prevalence of MNCs represented by their portion of total
membership (y-axis) in these business associations and their relative size represented by the
portion of total revenue from firms in the association (x-axis). Selecting our cases from the

upper-right quadrant assures that MNCs are important presences by both measures.* Figure

3 Associations were drawn from membership of the Mexican Consejo Coordinador Empresarial (CCE), an umbrella
association that encompasses 13 sectorally diverse peak associations and whose members account for roughly 80
percent of Mexico’s GDP (https://cce.org.mx/acerca-de/). Our sample includes all associations that 1) are single-
sector, 2) have firms as members rather than individuals, 3) have a national, rather than state or regional, profile, and
4) have publicly available list of associates.

4 That is, this figure is not meant to indicate a causal relationship but to justify selection of two extreme cases, by
both measures. Given the generally larger size of MNCs compared to domestic enterprises, the apparent positive
association between the two measures is not terribly surprising. That said, there are clear outliers, such as
CANAPAT and CANICERM (lower right), who have smaller numbers of MNC members but MNC members that
are economically dominant.
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markers are scaled by the number of members (larger for more members) and distinguished by
broad sector (primary sector is round, secondary is square, and tertiary diamond).> For reference,
dashed lines represent the median proportions (y=.21 and x=.41). There is a wide range of
participation in business associations, from none at all to over half of association members and
nearly all of the revenues taken in by association members.

It is noteworthy that Figure 2 shows some clustering that is not easily accounted for by
industry alone. For example, associations in the lower left that have low presence of MNCs,
include lightly regulated domestic services (Private security (Asume), laundries (Canalava)),
food manufacturing (millers (Canimolt)) and meat production (Comecarne), and non-food, light
manufacturing (metal finishing, extrusion (Canalum), textile and garments (Canaintex)). Those
farther toward the upper right include services with complex financial regulation (Amafore,
ABM, AMIS, AMIB, Anaisa), sophisticated manufacturing (Canieti), health regulation
(Canifarma, AMIIF), and primary extractive industries with high sensitivity to location
(Aneberries, Camimex (mining), AMGN (natural gas exploitation)). The cases we highlight—
Canieti and Aneberries—fall in the upper-right quadrant, with greater involvement of
multinationals, in spite of their significant sectoral differences and historical trajectories.

Embeddedness in these cases derives from different factors, as we detail below.

5 Firm sales data drawn from business profiles in the Mergent Intellect database (www.mergentintellect.com)
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Figure 2: MNC Presence in Mexican Business Associations

- £

= NNELEL

Proportion of Members that are MNCs
i Y

! B . 1
Proportion of Total Revenues represented by MNCs

Note: Authors’ elaboration based on association membership lists, Mergent Intellect database;
Markers: scaled by association membership size (3-156);

Circle = primary sector, Square = secondary sector, diamond = tertiary sector;

Arrows indicate selected cases

The method-of-similarity approach is appropriate for generating hypotheses because it
“centers on eliminating irrelevant systemic factors” (Teune and Przeworski 1970, 35). By
deploying a sectoral subnational comparative design (Snyder 2001) within Mexico, we control to
the extent possible for aspects of the national institutional context that are relevant to MNC
political activity: level of development; key national economic, social, and political features; and
regional economic integration. As noted above, the Mexican case is a propitious environment to
analyze MNC embeddedness, given its conditions for investment stability granted by the North

American economic community and strong tradition of business organization.
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The upper half of Table 2 summarizes our appraisal of each of these sectors on each of

the variables present in the causal model: locational inflexibility, social embeddedness, and

instrumental power. In each of these sectors, we see these factors produced in contrasting forms

yet contributing to the outcome through similar mechanisms. For instance, locational inflexibility

in the electronics sectors is due more to heavy upfront capital investments and colocation, while

in the berry sector it is due to the climactic needs of the crop and the risk of spoilage, which

favor proximity to the consumer base. The field research evidence to follow engages in parallel

process tracing to demonstrate the mechanisms by which MNC embeddedness produces—and is

reproduced by—claim making in the host country.

Table 2: Comparison of Berry and Electronics Sectors

Variables

MNC Berry Firms

MNC Electronics Firms

Variables in Causal Model

Locational Inflexibility

High: climate for production,
perishability demands
proximity to US consumers

High: regional inter-product
trade; invested physical
capital

Social Embeddedness

High: Inter-firm coordination
on regulatory compliance
(phytosanitary, labor, and
environmental)

High: Inter-firm coordination
on trade, infrastructure,
agglomeration policy; some
vo-tech coordination

Outcome: Institutions for

High: formed their own

High: invested in pre-existing

(subcontracting arrangement)

Low skill

Instrumental Power association (Aneberries) association (Canieti)
Contrasting Sectoral Characteristics

Industry features Primary: Agriculture Secondary: Manufacturing

Maturity Recent Emergence as Sector | Longstanding Presence in
Mexico

Production De-centralized subcontracted | Centralized in firm

Value Chain Short value chain Longer value chain — intra-
industry trade

Labor Contract farming Internal employment

Some high skill, but primarily
low-medium
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The empirical data for the case studies derive from interviews, observations, official
documents, and online communications of firms and associations in the electronics and berry
sectors. Interview subjects were selected for their capacity to speak broadly about the
development of the relevant sectors in Mexico (e.g., executives of key multinational subsidiaries)
and the nature and operations of the trade associations (e.g., association directors). Interviews
were semi-structured and oriented toward understanding organizational priorities and dynamics.
Ethnographic evidence included non-participation observation of routine activities and public
events organized by these associations.®

In the remainder of this section, we conduct parallel process tracing of the electronics and
berries sectors in three parts, corresponding to stages in the causal process laid out above (Figure
1): (1) Development of MNC Embeddedness; (2) Translating Embeddedness to Institutions for

Instrumental Power; (3) Recognition and Retrenchment Reinforce Embeddedness

Stage One: Development of Multinational Embeddedness

Many multinational subsidiaries in developing countries experience conditions that raise
costs of disinvestment or lower the relative costs of staying put. For electronics manufacturing
and cultivation of berries for export, the nature of these conditions differed. For electronics,
agglomeration of complementary firms inside a regional trade zone with target market has
created significant benefits to remaining, despite lower labor costs in alternative production sites
(Dussel Peters and Gallagher 2013). For berries, proximity to the largest consumer of the highly

perishable berries—along with necessary land and growing climate—has intensified the need to

¢ See Appendix 1 for a more extensive methodological details, including interviews conducted and discussion of
adherence with principles of ethical human subject research.
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work to optimize local conditions. In both industries, locational inflexibility stimulated the

subsidiaries to use available autonomy to take steps toward embedding the firms more securely.

Electronics Manufacturing: Advantages of Agglomeration.

Despite significant efficiency pressures, electronics manufacturing firms in Mexico have
demonstrated an inclination to stay put. Remaining in Mexico is not a consequence of a having
investments in a dynamic industry with highly trained, specialized labor (Gallagher and Zarsky
2007; E. A. Paus and Gallagher 2008). In fact, productivity in the sector has been largely
stagnant since the early 1990s, and the value of imported inputs for re-export has far outstripped
domestic inputs, suggesting that electronics manufacturing remains predominantly low- to
medium-skilled (INEGI; OECD).” Rather, the stickiness of foreign subsidiaries in the industry
has been underpinned by spatial proximity to the United States and trade conditions codified
under North American regional trade agreements as well as by the benefits of the agglomeration
of multinational subsidiaries of original equipment manufacturers (OEM), contract
manufacturers, and suppliers.

Electronics manufacture has grown to become Mexico’s second largest export
manufacturing sector, and it is increasingly integrated with automotive parts and assembly, the
largest export sector.® Historically, both domestic and multinational subsidiaries (HP, IBM,
Motorola, and others) operated during the period of import-substituting industrialization (ISI).
Liberalization after the 1980s debt crisis included rapidly lowering trade barriers as well as many

restrictions on international investment. These policy changes created conditions for the

7 Average annual total factor productivity growth between 2000-2020 was -.95 (INEGI)
8 Canieti Annual Report 2021.
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nationwide entry and agglomeration of electronics manufacturing firms and the establishment of
a localized electronics-exporting platform.

In terms of localization, there is a clear recognition that having agglomerated local
suppliers facilitates quick and flexible production. An executive from the subsidiary of a Fortune
500 contract manufacturing firm related: “One of the primary considerations for the decision
about making an investment is the localization of the supply chain... Localization is a key
element of increasing flexibility, especially for technologically complex products.”® Because
suppliers for the manufacturers often provide inputs for multiple manufacturers, localization is a
shared good that accrues in the form of reduced communication, transportation, and coordination
costs.

Although electronics subsidiaries have generally had little autonomy over broader
corporate operations, they have been able to use a narrow range to direct their operations in the
host country, facilitating complex ties to state and economic actors. As mostly lower-to-medium-
skilled operations, they see limited opportunity to explore connections outside existing suppliers
or to develop new production technologies. Nonetheless, looking beyond decisions made “at the
point of the corporation,” electronics subsidiaries in Mexico have acted “where they see
opportunities” to generate advantages for their firms.!? Executives from key subsidiaries
employed their autonomy to create supply and labor efficiencies by helping forge a regional
agglomeration of related firms. A former executive of the Mexican subsidiary of a Fortune 500
OEM, for example, described working with a competing firm in the 1990s to attract to their

region foreign contract manufacturing firms that could serve both firms.!! The executives of

° Interview, Vice President of a Multinational Contract Manufacturing Subsidiary, October 12, 2016.
19 Interview, Director of Canieti Occidente, September 22, 2016.
! Interview, Former Director of Multinational OEM Subsidiary, October 7, 2016.
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these large subsidiaries recognized that—even though their parent companies (IBM and HP)
were ostensibly rivals—having localized suppliers helps both of their subsidiaries remain
competitive and efficient relative to their sister subsidiaries in other countries.'? These efforts to
generate greater agglomeration have played an important role in extending time horizons for
their firms. Foreign electronics manufacturers have cultivated a set of linkages between their
firms—to a far greater extent than commercial relationships with local suppliers (Gallagher and
Zarsky 2007)—which has been the basis of their institutionalized relationships with key

policymakers.

Berries: Unique Geographic Advantage

The berry industry has emerged as the boom sector of 21st-century Mexican agriculture.
In 2023, combined exports of strawberries, raspberries, blackberries, and blueberries surpassed
long-dominant agro-industrial products such as beer, tequila, avocados, tomatoes, and beef—
reaching five billion US dollars in 2023.'3 This represents roughly ten percent of all Mexican
agricultural exports. Yet this transformation is relatively recent: the export-oriented Mexican
berry sector only surpassed 100 million dollars in exports by 2005, more than a decade after
NAFTA's implementation. In contrast, avocados crossed that threshold within just three years of
the 1994 agreement (Escobar et al. 2019). The berry sector’s rapid rise in the 2000s reflects
evolving strategies among multinational firms to comply with tightening food safety regulations
and anchor long-term operations in a proximate territory that could support continuous high-

quality production.

12 Interview, Vice President of Multinational Contract Manufacturing Subsidiary, October 12, 2016.
13 Authors’ calculation using data from SIEM (https://siem.economia.gob.mx/).
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In comparison to other high-value export crops in Mexico, the berry industry stands out
for the prominence and coordination of multinational firms. Since the early 2000s, companies
such as Driscoll’s and Naturipe have established vertically integrated operations centered on
contract farming. Under these arrangements, the exporting firm contracts local landowners to
cultivate proprietary berry varieties under strict production protocols, guaranteeing the purchase
of fruit after harvest. These contracts not only ensure quality control and traceability but also
allow MNC:s to operate at scale without owning land directly—a structure well-suited to regions
with fragmented ejidal land tenure. The contract model also creates a stable but interdependent
relationship between foreign exporters and domestic producers, which has shaped the incentives
for long-term engagement and collective action among firms operating in the region.'* Local
rural development officials describe berry production as having transformed the social and
ecological landscape—expanding irrigation infrastructure, concentrating land use, and reshaping
rural labor markets. '3

The berry sector has been remarkably stable, expanding around the same nuclei where
production was first introduced in the early years of this century. Concentrated in the highland
regions of Michoacén and Jalisco, particularly around the Lake Chapala basin, the industry
benefits from a temperate year-round climate and abundant underground water reserves—ideal
conditions for cultivating delicate fruit on a continuous basis. These natural advantages
complement the U.S. berry season and are reinforced by geographic proximity, which minimizes
the time required to move berries from the field to supermarket shelves. Legal integration under

USMCA provides a framework of certainty for cross-border trade and labor contracting.

14 Interview, Vice President and General Manager-Mexico of Driscoll’s, Guadalajara, Jalisco, September 6, 2022.

135 Interviews, Director of Rural Development, Municipality of Jocotepec, Jocotepec, Jalisco, July 23, 2024; Director
of Economic, Agricultural, and Touristic Development, Municipality of Zapotlan el Grande, Ciudad Guzmaén,
Jalisco, July 29, 2024.
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Together, these factors provide a strong incentive for foreign berry firms to remain. As the
General Manager of Driscoll’s Mexico explained, the country offers an ideal combination of
factors—including favorable climate, geographic proximity to the U.S. market, and increasingly
sophisticated logistics infrastructure—that enable the rapid delivery of high-quality fruit and
support long-term competitiveness in berry exports.'6

As in the electronics industry, the long-term nature of investment in berry production has
encouraged efforts by Mexico-based subsidiaries to deepen their operational autonomy. The
country’s largest berry exporter, Driscoll’s, spun off BerryMex to manage local production and
export operations. This embedded presence has facilitated the development of dense local ties
essential to sustaining and governing the industry. Exporting firms have cultivated three types of
linkages: horizontal ties with other multinationals in the sector; vertical connections with local
suppliers and logistics providers; and institutional relationships with key government regulators,

particularly in labor and environmental oversight.!’

Stage Two: Translating Embeddedness to Institutions for Instrumental Power

Given incentive to remain in Mexico, working through business chambers has provided
additional resources for the exercise of instrumental political power for both multinational berry
grower/exporting and electronics manufacturing firms. Multinational subsidiaries may lack the
informational and social resources to use instrumental power that stem from elite connections in
their host countries, as Schrank (2008a) shows. But organizing as a trade association can help

mitigate those limitations by allowing multinationals to participate in development of expertise,

16 Interview, Vice President and General Manager-Mexico of Driscoll’s, Guadalajara, Jalisco, September 6, 2022.
17 Interviews, Vice President and General Manager-Mexico of Driscoll’s, Guadalajara, Jalisco, September 6, 2022;
CEO of Green Gold Farms, former VP of Operations for Berrymex, and former President of Aneberries, virtual,
September 8, 2022.
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aggregation of industry-wide resources, legitimation of their preferences, and ultimately building
and exploiting ties to policymakers. In electronics manufacturing, large multinational
subsidiaries gradually came to dominate an incumbent organization that had longstanding ties to
politicians and policymakers. On the other hand, recently emergent fruit companies fashioned a
new trade association for berry exporters in the absence of an organization suited to their needs.
In both cases, these associations served as a basis for developing the informational and relational

resources necessary to lobby, coordinate, and communicate preferences with local officials.

Electronics: MNC Takeover of Longstanding Chamber

Canieti is a long-standing business chamber that has changed to provide multinational
subsidiaries a collective voice with Mexican policymakers. Founded in 1935 as an organization
for radio distributors (Canieti 2025), Canieti incorporated electronics and information sectors as
they emerged. As part of the corporatist apparatus of the ruling party, Canieti once amounted to
part of a formal, institutional basis for consultation between the state and domestic industry.
Canieti has maintained regular—if no longer official—channels of contact with relevant
government ministries, such as Economy (Economia) and Finance (Hacienda). Canieti officers
identify two features that have helped the organization to retain legitimized relationships with
public officials: one is advancing the narrative that in Canieti representatives understand the
capabilities and conditions faced by the sophisticated member companies far better than
policymakers and therefore play an important informational role. The second is focusing their
activities on the notion that what is good for Canieti members is good for the country:

“competition is not between members, but Mexico and other locations.”!® Canieti’s legitimized

18 Interview, Director of Canieti Occidente, September 22, 2016.
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role as voice of the industry was established before multinationals influenced the organization’s
direction, but it has retained that recognition in spite of changing membership and altered
preferences.

Two trends significantly changed the composition of membership: compulsory
membership in business chambers ended in 1997, leading many firms to drop out; and a series of
policies liberalizing trade and investment over the 1990s led to greater presence of large MNC
subsidiaries operating in Mexico. These changes resulting in business chambers losing domestic
members as well as their formal consultation with the governing party, at the same time as
opening possible participation to MNCs (Shadlen 2004; Alba 2023; Palmer-Rubin 2016). The
history of the withdrawal of Telmex—Mexico’s domestic telecom giant—from Canieti is
illustrative of this dynamic. With investment liberalization, newly arrived subsidiaries of foreign
telecom companies joined the organization and began using it to advocate for their own
positions. In 1999, Canieti published recommendations that would restrict incumbent Telmex’s
monopoly and lower barriers to competition for new telecommunications firms (LADB 1999).
This position was taken at the overt behest of multiple affiliates of foreign firms, such as Avantel
(MCI-WorldCom) and Alestra (AT&T). This internecine conflict led TELMEX to withdraw from
Canieti in 2002, having decided that the interests of foreign competitors had come to displace its
own and that it had enough “weight and influence” to direct policymaking outside Canieti
(LADB 2002). While other membership changes were less public, this dynamic of departure and
increased MNC participation has been the trend since the mid 1990s. Successful policy
interventions that benefit MNCs, such as the liberalization of telecom, have accompanied these

membership changes.
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Along with changing membership, the structure and operation of Canieti have come to
provide MNC subsidiaries a significant capacity to use the organization to coordinate and
communicate shared preferences to public officials. While member firms of Canieti are diverse,
including smaller domestic firms, subsidiaries of large multinationals have come to predominate
(see Table 3). In both the “Central” chapter (Canieti Nacional) and branch organizations,
multinational subsidiaries are the largest members in terms of both employment and company
revenue. In the Western chapter (Canieti Occidente), which represents more electronics
manufacturing than telecom firms, members are roughly divided between national and
international firms numerically.!” However, multinational subsidiaries account for the vast
majority of total revenue and total employment (over 95 percent in both measures).?° For
electronics manufacturing firms in Canieti, the skew toward large and international businesses is
particularly pronounced. Although relatively few, all of the manufacturing firms in Canieti
Nacional are multinational subsidiaries. In Canieti Occidente, 14 of 16 firms dedicated primarily
to manufacturing are international subsidiaries.?! And those firms account for 99.9 percent of the
total manufacturing revenue of Canieti Occidente members and almost three quarters of all
revenue reported by branch members across all sectors. In sum, multinational subsidiaries have
come to loom large in Canieti branches; where electronics manufacturing is more intensive,
foreign subsidiaries are particularly dominant.

In addition to being dominant in resources, the association has become structured to
highlight the interests of MNCs. Canieti organizes its members around a series of shared

geographic and sectoral interests, which are easy for large firms to dominate. Regional branches

19 This includes 33 national and 34 international firms. Definitive subsidiary status, sales, and number of employees
could not be established for 20 member firms, though they appear to skew toward small and domestic firms.

20 Interview, Executive Director of Canieti Nacional, June 8, 2022.

21 Based on their primary two-digit NAICS code in Mergent Intellect Database.
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operate in a semi-decentralized fashion, focusing on local priorities and taking advantage of
contacts and leverage with local officials. Canieti Occidente, for example, tends to bring forth
issues of concern for electronics and IT because few telecom businesses are regionally
represented.?? In addition to the regional divisions, members are continually organized into
“horizontal” (topical) and “vertical” (product/production oriented) working groups at the national
level. Examples of vertical working groups in the electronics sector include a parts and
components group, a household appliances group, and one for recording instruments. Vertical
working groups include themes such as cybersecurity, environmental issues, government
procurement, and standardization.?* While these organizational subdivisions may seem like
opportunities for smaller firms to channel their concerns, they are easily dominated by large
firms that have staff and resources, a dynamic characteristic of similarly structured organizations
(Hertel-Fernandez 2016).2* MNCs, thus, use these working groups to elevate their concerns
within the organization and to policymakers with whom Canieti liaises.

On paper, Canieti has established neutrality among member firms, gives all members
equal formal voting rights, and rhetorically emphasizes the membership of smaller enterprises.?’
However, through the dynamic described above, the larger, international firms have become
overrepresented among the organizational membership.?® And within the organization,
multinational subsidiaries currently represent far greater economic and employment footprints
and can commit more resources, such as dedicated staff, to participation. This larger footprint

allows larger multinational subsidiaries to advance their preferences through the working groups

22 Interview, Director of Canieti Occidente, September 22, 2016.

23 Interview, Executive Director of Canieti Nacional, June 8, 2022.

24 Hertel-Fernandez (2016) describes a very similar structure in the American Legislative Exchange Council,
whereby decentralized task forces are dominated by strongly interested parties and promoted by the central
organization. In this case, this may be read as a selective benefit of sorts for large firms and MNCs (Olson 1965).
25 Interview, Executive Director of Canieti Nacional, June 8, 2022.

26 Interview, Director of Canieti Occidente, September 22, 2016.
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they inhabit. Consequently, although non-members may benefit from spillovers, in Canieti the

“agendas of the working groups are mostly set at the initiative of the largest companies.”?’

Table 3: Membership Composition of Canieti Branches

Source: Canieti and Mergent Intellect Database

Canieti Nacional Canieti Occidente
MNC Domestic MNC Domestic
Subsidiaries Enterprises Subsidiaries Enterprises
Affiliated
Enterprises 21 15 34 33*
Total
Employment 24,162 15,175 84,052 1,262
Mean
Employment 1,208 1,134 2472 38
Median
Employment 596 249 425 20
Total Sales
(USD) 8,519,949,540 1,858,668,548 8,864,387,032 109,512,154
Mean Sales
(USD) 425,997,477 132,762,039 260,717,266 3,318,550
Median Sales
(USD) 226,093,731 13,854,889 17,542,577 1,284,543
Affiliated
Enterprises 583 % 41.7 % 50.7 % 49.3 %
Total
Employment 61.4 % 38.6 % 98.5 % 1.5%
Total Sales 82.1 % 17.9 % 98.8 % 1.2 %
* See FN 19

While the formal consultative role of Canieti was eliminated in the late 1990s, the

organization has retained stable, institutionalized relations to state and local governments. While

the organization has a titular President, elected among executives of member firms, the regional

branches and national organization are run by a professionalized staff. The current Executive

Director, for example, has a background that includes service in the government (Secretary of

Commerce) and two decades of leadership in Canieti. Under this permanent staff, members of

27 Interview, Executive Director of Canieti Nacional, June 8, 2022.
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the organization retain standing to consult and develop positions and informational support for
issues such as environmental regulation, government procurement, and standardization.?® The
stable organizational staff maintains active contacts with government officials through which
industrial expertise is channeled. In many cases—such as the emergence of cybersecurity
threats—ofticials described these informational efforts as more akin to providing informational
support for friendly policymakers than persuading opposition (see Hall and Deardorff 2006). In
short, long the institutionalized industrial voice, Canieti’s altered membership composition has

made it a site for coordination and interest representation of multinational subsidiaries.

Berries: Novel Association to Represent Interests of Multinational Exporters

In 2009, executives from a handful of major berry exporting companies founded a new
trade association to coordinate MNCs and domestic producers around issues of regulatory
compliance. Aneberries (National Berry Exporters Association) was initially funded
overwhelmingly by Driscoll’s, which covered over 95 percent of its early operating expenses.?’
At the time, Mexican berry exports were growing rapidly but faced concerns among U.S.
regulators and retailers about the risks of foodborne illness, pesticide contamination, and labor
rights violations. A nearby cautionary tale loomed large: Guatemalan raspberries had recently
been banned from the U.S. market following a major sanitary scandal, devastating a nascent
export industry. According to interviews with industry leaders, Driscoll’s and its peers
recognized that continued growth in Mexico would require coordinating with each other and

with domestic producers to uphold regulatory standards.>® Aneberries was conceived as a

28 Interview, Executive Director of Canieti Nacional, June 8, 2022.

2 Interview, Vice President and General Manager-Mexico of Driscoll’s, Guadalajara, Jalisco, September 6, 2022.
30 Interviews, Executive Director of Aneberries, March 30, 2021 (virtual) and March 31, 2022 (Guadalajara,
Jalisco); CEO of Green Gold Farms, former VP of Operations for Berrymex, and former President of Aneberries,
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mechanism for inter-firm coordination on environmental, sanitary, and labor standards. Notably,
no pre-existing Mexican association represented the specific interests of berry exporters. Nor did
the state actively promote the creation of such a body; if anything, Aneberries emerged in
response to gaps in regulation and oversight, which made self-organization a necessary step to
ensure long-term access to U.S. markets.?!

Unlike traditional chambers of commerce or crop-specific organizations in Mexico,
Aneberries was designed from the outset to serve a focused and relatively homogeneous group of
actors: multinational firms committed to year-round export production of strawberries,
raspberries, blueberries, and blackberries. The association developed technical capacities to
monitor and coordinate responses to regulatory changes, represent the sector in trade
negotiations and government consultations, and promote industry-wide compliance through
trainings, inspections, and data collection. Its streamlined membership—initially limited to a
handful of large exporting firms—gave it unusual cohesion. Interviews suggest that executives
valued Aneberries’ efficiency and technical focus, especially in contrast to older, more
politicized agricultural chambers.?? Over time, Aneberries built credibility with regulatory
agencies by serving as a reliable interlocutor on sanitary issues. This orientation reflects a
broader logic: MNC:s in the berry sector were not seeking rent extraction or one-off policy
concessions, but predictability and institutionalized influence with Mexican regulatory officials.

As Aneberries matured, it expanded its activities beyond technical coordination to
become a recognized representative of the sector in national and international policymaking. The

association took on an increasingly visible role in regulatory policymaking, acting as a liaison

virtual, September 8§, 2022. This strategy contrasts with that observed by Perlman (2020) of promoting strict
standards to favor large firms that held technological advantages.

31 Interviews, President of Aneberries, virtual, March 30, 2021.

32 Interview, Executive Director of Aneberries, March 30, 2021 (virtual) and March 31, 2022 (Guadalajara, Jalisco).
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between exporting firms and federal ministries responsible for labor, environmental protection,
and food safety. Interviewees noted that Aneberries has participated in working groups with
SENASICA (Mexico’s National Service for Agro-Alimentary Public Health, Safety and
Quality), contributed input on labor norms in collaboration with the Labor Ministry, and
coordinated with CONAGUA (National Water Commission) regarding water-use compliance.>
At the international level, Aneberries has served as a public face of the industry in trade disputes
and inspections by US agencies, helping to demonstrate sectoral commitment to good labor
practices and environmental standards. The association also actively promotes Mexico’s
reputation through annual congresses and public campaigns. While not driven by short-term
lobbying for subsidies, as common in Mexico’s traditional peasant associations (Palmer-Rubin
2022), these activities nonetheless reflect a strategic and sustained investment in shaping the
policy environment—hallmarks of instrumental power. Although Aneberries is now recognized
by the Mexican government as the official representative of the berry sector, it remains a private-
sector initiative. Its organizational model reflects the preferences of its founding members, which
include major multinational exporters. In contrast to associations such as the Tequila Regulatory
Council and Avocado Producers’ and Exporters Association, which have an official role in
licensing products for export, Aneberries operates with voluntary affiliation and direct firm
governance. Its autonomy has enabled it to focus narrowly on exporter concerns, particularly in
coordinating phytosanitary protocols and labor standards. The association’s early financial

dependence on Driscoll’s speaks to the firm’s strategic interest in institutionalizing its vision for

33 Interviews, Executive Director of Aneberries, March 30, 2021 (virtual) and March 31, 2022 (Guadalajara,
Jalisco); President of Aneberries, virtual, March 30, 2021.
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the sector. Over time, however, Aneberries broadened its membership base and developed into a
platform for collective voice among foreign and domestic exporters.3*

Aneberries’ creation reflects not only firm-level initiative but also the perceived
inadequacy of existing associations. While general agricultural chambers like CNA (Consejo
Nacional Agropecuario) represent a wide array of actors—including domestic producers,
exporters, and large agribusiness conglomerates—their breadth has limited their responsiveness
to the particular needs of a high-value, export-oriented sector like berries.® In interviews, both
Driscoll’s and CNA representatives affirmed that CNA was supportive but ultimately too
generalist to handle the technical and reputational concerns that had become urgent for berry
exporters. By establishing their own association, these firms built a platform better suited to
collective action on issues such as phytosanitary rules, pesticide use, and labor regulation. In this
way, Aneberries did not displace CNA, but complemented it—working in tandem with broader
agricultural chambers while carving out a more specialized institutional niche.

While Aneberries was initially formed by a handful of major exporters, its continued
relevance has depended on persuading other firms—especially smaller, domestically owned
ones—to join and remain active. Unlike some other Mexican associations in the avocado or
tequila industries, Aneberries does not hold a formal regulatory role and cannot mandate
membership as a condition for export. Instead, it must justify participation through the services it
offers and the credibility it builds with regulators and buyers. Despite this voluntary model and a

nontrivial annual fee (10,000 pesos in 2022), Aneberries reports that firms affiliated with the

34 Interviews, Executive Director of Aneberries, March 30, 2021 (virtual) and March 31, 2022 (Guadalajara,
Jalisco); President of Aneberries, virtual, March 30, 2021.

35 Interview, Director of Foreign Trade, National Agricultural Council (Consejo Nacional Agropecuario, CNA),
Guadalajara, Jalisco, July 25, 2024.
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association account for approximately 95 percent of all Mexican berry exports.>® As Table 4
shows, its 35 member firms are roughly evenly split between Mexican-based companies and
subsidiaries of multinational corporations, though the latter tend to be significantly larger in
terms of employees and revenue. The association’s membership spans a vertically integrated
supply chain—including firms focused on genetics, production, processing, and exporting—and
is geographically distributed across key berry-producing states. This diversity of membership
positions Aneberries as a rare institutional space where firms of varying sizes and national
origins can coordinate, share information, and jointly manage sectoral risks in the absence of

strong pre-existing ties.

Table 4: Aneberries Membership Composition

MNC Domestic
Subsidiaries Enterprises

Affiliated

Enterprises 18 17

Total

Employment 60,950 3,635

Mean

Employment 7,619 383

Median

Employment 1,009 67

Total Sales

(USD) 6,498,014,687 184,226,097

Mean Sales

(USD) 866,401,958 19,392,221

Median Sales

(USD) 80,682,442 2,305,155

Affiliated

Enterprises 51.4% 48.6%

Total

Employment 94.4% 5.6%

Total Sales 99.9% 0.1%

Source: Aneberries and Mergent Intellect Database

36 «“Aneberries: Premio Nacional de Exportacion 2021,” Powerpoint presentation provided by organization.
Subsequent information about member organizations comes from this presentation.
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While Aneberries has always offered training and information about compliance with
export sanitary standards, its services in this regard have expanded in recent years. In 2019
Aneberries established BerryGAP, a proprietary set of standards, overseen by Aneberries and
extending to production, harvest, packing, and transport. Aneberries has conducted training
activities with an estimated 4,000 producers, impacting an estimated 400,000 hectares of
production. These training activities have focused on use of pesticides, working and living
conditions for workers,?” and best practices for storing and transporting berries to prevent mold,

bacteria, pests, or other contaminants.>®

Stage Three: Recognition and Retrenchment Reinforce Embeddedness

Through their participation in domestic trade associations, multinational subsidiaries in
sectors as distinct as electronics manufacturing and nontraditional fruit production have
institutionalized their status as interlocutors with Mexican policymakers. For Aneberries, this has
meant the ability to develop expertise and coordinate around phytosanitary regulation and
advocate for conditions that facilitate more production and successful export to the US. The
dominance of Canieti by foreign subsidiaries has given them standing to further promote the
localization of related firms, a voice of the export platform. Both cases have witnessed the
stabilization and intensification of conditions favored by multinationals, increased investment in
the sector and a deepening of their legitimacy as voice of the sector in both Mexican politics and

cross-national trade issues.

37 Ethnographic work with blackberry workers in Michoacan reports that hygiene standards are oriented more to
protecting sanitation of the production than workers health (Chollett 2009).
38 Interview, Executive Director of Aneberries, March 30, 2021 (virtual) and March 31, 2022 (Guadalajara, Jalisco).
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Electronics: Canieti Coordinates a Regional Production Hub. Canieti’s role as an
organization lobbying for interests most strongly held by multinational subsidiaries has
generated positive feedback, whereby its advocacy has continued to institutionalize the voice of
multinational electronics subsidiaries in Mexico. One of the chief interests of foreign
manufacturers and suppliers has been the agglomeration of other manufacturing firms and
suppliers in Mexico, particularly in hubs such as the Guadalajara metro area. While there have
been conflicting interests between domestic and international firms within Canieti, domestic
manufacturers have generally gone along with the advocacy for localization and open trade
relations with the hope of benefiting from supply relations, rather than voicing concern about
crowding out. Ultimately, these positions have become so entrenched in the organization that one
Canieti Executive state, “Of course we do what members want, but it has to be open-market
oriented.”

The continued growth and political presence of multinational subsidiaries is notable.
Manufacturing FDI has continued to grow, with a nearly 5-fold increase between in inward stock
of manufacturing investment between 2000 and 2020 (INEGI). And the portion of this
investment in electronics remains significant, with the export in manufactured electronics second
only to the automotive sector. This growth—in spite of stagnant levels of productivity—is
indicative of the entrenchment and continued appeal of low to medium-skill labor and assembly
in Mexico, which Canieti has supported.

Moreover, multinational subsidiaries have used Canieti’s legitimacy as a business
chamber to continue to bolster both the physical presence and the interconnectedness of mostly

foreign electronic firms in regions of Mexico. One example is that it helped establish another

39 Interview, Executive Director of Canieti Nacional, June 8, 2022.
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trade association—CADELEC (Electronics Supply Chain) in Jalisco—which is dominated by
many of the same large multinationals but incorporated as a civil association (Fuentes and Pipkin
2025). According to the organization’s director, incorporation as an Asociacion Civil, rather than
a Camara Industrial (industrial chamber), would allow it to pursue “incentives” from state and
federal governments that a chamber could not.*’ Those incentives—and other organizational
activities—could be more closely tailored to the development of supply chains in the
Guadalajara metro area, rather than the broader interests of the more geographically and
industrially heterogenous membership of Canieti. In short, MNC members of Canieti Occidente
spun off CADELEC to generally thicken the web of relations—political, social, and supply
chain—in the electronic industry and with local officials. This is indicative of further
institutionalization of MNCs’ leadership of business associations and their appraisal of its
effectiveness.

Finally, although a historic business chamber for domestic firms, Canieti has continued to
reposition itself to predominate in conversations around electronics-related policy on the regional
level. Canieti has been a savvy framer of its agenda in light of current events. For example,
always in favor of local agglomeration, Canieti has become a vocal advocate for taking
advantage of “nearshoring” trends in the wake of post-pandemic trade disruptions. It has thus
made a case for more foreign investment to the skeptical Lopez Obrador administration.
Similarly, the organization has helped lead conversations about taking advantage of changes
precipitated by the USA CHIPS Act by pressing for some related production processes to happen
in Mexico. These are all in keeping with Canieti’s—and foreign investors’—interest in making

Mexico “an international platform that is state of the art — good airports, connectivity, highways,

40 Interview, Director of CADELEC, September 30, 2016.
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quality standards that are up to global norms, efficient import and export processes, certainty in

regulation, JIT provision for inputs, and JIT export for the clients.”*!

Berries: Aneberries Expands to Mediate Regulatory and Trade Policy. Similarly to multinational
electronics firms in Canieti, Aneberries has expanded its footprint in Mexico, growing in
membership, staff, and institutional stature. A key driver of this entrenchment has been
recognition by state actors. Officials at Mexican environmental and labor ministries increasingly
prefer collaborating with Aneberries on regulatory implementation rather than dealing directly
with hundreds of diffuse berry producers.*? This pattern of state—association mutual recognition
has effectively formalized Aneberries’ role as a quasi-public actor in regulatory compliance and
sectoral promotion—hallmarks of embedded instrumental power. According to José Luis
Bustamante, the president of Aneberries, the association has added three major areas of service
provision in recent years: environmental regulation, labor oversight, and trade promotion.** Each
of these new domains has further reinforced Aneberries’ role as an intermediary between global
firms and national institutions.

First, Aneberries has positioned itself as a steward of environmentally responsible
production in an industry increasingly scrutinized for its intensive use of water, agrochemicals,
and plastic packaging. Although government regulation in these areas has been inconsistent or
weakly enforced, association leaders recognize that environmental concerns are likely to become
more salient due to tightening corporate social responsibility norms and future regulatory

pressures instigated from US health authorities. In response, Aneberries has taken on a proactive

4! Interview, Director of INDEX (Trade association for export manufacturers), October 12, 2016.

42 Interview, Director of Foreign Trade, National Agricultural Council (Consejo Nacional Agropecuario, CNA),
Guadalajara, Jalisco, July 25, 2024.

43 Interview, President of Aneberries, virtual, March 30, 2021.
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role in disseminating technological and agronomic innovations to reduce ecological impact.
Technical staff offer training on practices such as targeted drip irrigation and lead workshops on
transitioning to organic certification.** The association has also partnered with agronomy
departments at Mexican universities to pilot and promote more sustainable production
techniques.

Second, Aneberries has expanded its role in promoting labor compliance and social
responsibility, particularly as large-scale berry farms have come under increased scrutiny for
exploitative conditions affecting migrant laborers from Mexico’s poorer southern states.*’
Government oversight remains uneven, especially for temporary or seasonal employment, so the
association has stepped in to fill the gap. Aneberries offers training sessions to help member
firms comply with labor regulations, including enrolling workers in the Mexican Social Security
system (IMSS) and meeting standards related to pay, working hours, and on-site living
conditions. While precise enforcement outcomes remain opaque—especially given the temporary
nature of migrant labor—the association functions as a liaison between firms and labor
authorities, lowering the costs of compliance for producers and demonstrating collective sectoral
commitment to improved labor standards. This role enhances the association’s legitimacy in the
eyes of regulators and international buyers alike, while providing members with tools to preempt
reputational or legal risks.

Finally, Aneberries has taken on an increasingly active role in external advocacy,
engaging with policymakers in both Mexico and the United States. The association’s president

describes this as a “third pillar” of Aneberries’ work, focused on defending and promoting

4 Author observation at Aneberries Congresses, 2022 and 2024.

4 For a critical analysis of working conditions and an accounting of a successful labor drive in San Quintin
plantations, see Zlolniski (2010). For a more sanguine take, in a research project funded by the Walmart Foundation,
see Escobar et al (2019).
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Mexican berry exports abroad.*® This has involved responding to trade disputes—particularly
accusations of dumping from U.S. growers—as well as launching limited efforts to improve the
reputation of Mexican-grown berries through targeted promotional campaigns. While less
expansive than those of groups like Avocados from Mexico, these initiatives signal a growing
strategic interest in shaping how the sector is perceived by regulators and consumers in its
primary export market. Aneberries has also begun to coordinate with other major agro-export
associations—including those representing avocado, mango, tequila, and protected horticulture
producers—to build a cross-sectoral coalition capable of advocating for Mexico’s broader
agricultural export interests. As these advocacy efforts expand, they reinforce Aneberries’
embeddedness within national policy networks and transnational value chains. Several producers
interviewed at the 2024 International Berry Congress emphasized that the industry’s success
would not have been possible without the association’s efforts to stabilize, professionalize, and

promote the sector.

IV. Conclusion

The use of business associations like Aneberries and Canieti for everyday politicking,
coordinating, and claim making runs counter to the image of multinational subsidiaries as
politically disengaged and reliant upon apolitical, structural power. Instead of relying on the
possibility of exit as a source of power, these subsidiaries exercise instrumental power through
business chambers. These efforts are geared toward creating more stable and predictable local

environments and shoring up subsidiary competitiveness within the corporation.

46 Interview, President of Aneberries, virtual, March 30, 2021.
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We find that such investment in claim-making institutions is the result of a sequential and
self-reinforcing process. First, under circumstances of investment stability such as a regional
trade agreement, some MNCs experience locational inflexibility, which causes them to become
embedded in local market institutions. Such embeddedness—including the accrual of local
knowledge and networks—both incentives and empowers these firms to invest in institutions
such as business groups, which serve to coordinate MNCs and local firms in claim making
activities. The process is self-reinforcing; once MNCs have these agents of instrumental power at
their disposal, they become yet more entrenched in the host country.

This analysis engages with three areas of inquiry in political economy. In the first place,
multinational subsidiaries have been de-emphasized in theories in the comparative politics of
business in the Global South. Existing studies of business associations have focused primarily on
domestic firms, often emphasizing tensions between large and small enterprises or between
import-competing and export-oriented producers. In contrast, multinationals are typically
portrayed as disengaged from local political arenas, wielding structural power through the threat
of divestment or non-investment (Fairfield 2015a) and avoiding direct entanglement in host-
country policymaking (Doner and Schneider 2016). Even where the political behavior of foreign
investors is observed (e.g., Schrank 2008a), attention has centered on highly mobile, labor-
intensive operations in export-processing zones. By analyzing sectors that serve more complex
supply chains within a regionally integrated market, we observe a different pattern: foreign
subsidiaries that are relatively stable, politically engaged, and invested in the long-term viability
of their host-country operations.

Relatedly, this analysis has implications for ongoing debates about development and

industrial upgrading. We contribute to a growing body of work that analyzes the traits of global
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value chains to understand paths of out of the middle-income trap (Freytes et al. 2025b; Gereffi
2019; E. Paus 2014). While footloose capital has often been associated with a race to the bottom
in labor and environmental standards (Mosley and Uno 2007; Rudra 2008), our findings
highlight conditions under which MNCs may join developmental coalitions alongside domestic
firms and the state. The empirical patterns speak to classic literature on developmental states,
which focuses on how the relation between firms and government conditions industrial
upgrading. MNCs have been depicted as unhelpful to their host countries in that respect because
they eschew coordination (Doner and Schneider 2016; Doner and Schneider 2020).

Recent scholarship has pointed toward coordinated efforts with foreign investors as
participants in upgrading coalitions and the cohesiveness of business interests as a key variable
in the success of those efforts (Madariaga and Rangel-Padilla 2025; Rangel-Padilla 2025).
Business associations—and their potential multinational participants—are a crucial part of these
coordinated efforts, particularly if MNCs are the bearers of technologies new to the region. The
nature and extent of government pressure on organized business interests appears to differentiate
the extent and manner in which upgrading occurs (Madariaga and Rangel-Padilla 2025; Fuentes
and Pipkin 2025). Our contribution is to identify factors that contribute to MNCs’ motivation to
countenance costly efforts to exercise their voice through the kinds of business associations that
are associated with participation in development-oriented programs. MNCs and domestic firms
sometimes align but often pursue divergent goals. Domestic firms may even block upgrading to
protect rents (Bril-Mascarenhas and Madariaga 2019). In such cases, MNCs can disrupt these
coalitions and press for modernization.

That said, while organized industry advocacy may be a necessary condition for industrial

upgrading, it is certainly not sufficient. With all else equal, embeddedness of MNCs—and their
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coordination—would seem to make upgrading more likely. To the extent to which MNCs remain
un-embedded and more footloose, they are less likely and less able to discourse with host
country policymakers about the needs of their industry, including human capital development.
Moreover, while embeddedness increases the willingness to use instrumental power, it would
also seem to alter the leverage available to host country governments, putting them in better
position to ask something in return for policies MNCs prefer. Deep dependence on geographic
specificity, for example, would seem to open berry exporters to pressure from government.
Successful industrial development policies have entailed some measure of state leverage over the
private actors (Amsden 1992; 2001; Schneider 2015; Schrank 2007; Wade 1990). One possibility
is, thus, that increased embeddedness might make possible policies that reverse stagnant levels of
productivity and income. Again, embeddedness is not sufficient for upgrading in middle-income
economies, but it is likely a necessary precondition for harnessing foreign investment to catalyze
higher growth rates.

Finally, this study contributes to the international political economy literature by
identifying MNC embeddedness as an underappreciated element of regional economic
coordination. In contrast to the hypermobility associated with “deep integration” in the late
twentieth century (Gereffi 2010), the current shift toward nearshoring (Piatanesi and Arauzo-
Carod 2019) reveals a renewed emphasis on spatial proximity and institutional continuity. MNC
decisions about location and reinvestment are not frictionless. Firms derive efficiency gains from
stable production environments, particularly when regional trade agreements reduce transaction
costs and foster predictable regulatory frameworks. While scholars recognize the economic
advantages of regional blocs (Gereffi 2025; O’Neil 2022), the political processes that sustain

them—and the role of firms in reproducing their institutional stability—remain underexplored.
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Our findings suggest that embeddedness is not merely a byproduct of regional integration; it is
also a mechanism through which multinational firms help consolidate and shape the governance
of these economic communities.

As an inductive effort, this study faces many of the expected shortcomings with drawing
certain conclusions. But it does immediately raise numerous assessable questions about the
breadth of the behavior we observe. First, to what extent do the dynamics around multinational
embeddedness in host countries extend to other industrial sectors? The question may be of
particular interest for the non-tradeable services sector, such as multinational retailers (e.g.,
Walmart) or financial organizations (e.g., Santander). As market-seeking investments, levels of
embeddedness may track higher than efficiency- or resource-seeking investments.

Questions of external validity also extend to other countries. Mexico has its own history with
respect to business associations and their capacities. Barriers to the formation of associations, for
example, might complicate the ability to use their political voice, despite factors that would
suggest that subsidiaries lean into instrumental political power. Mexico’s public financing of
electoral campaigns—and prohibition on private campaign contributions—closes off an
alternative venue of instrumental power that MNCs may pursue in other countries. Similarly, the
impact of membership in an active, beneficial trade bloc would seem to be important factor in
generating incentive to use instrumental power. Its deep economic integration with the United
States and historically cohesive, institutionalized business community create favorable
conditions for structured firm—state coordination, especially when compared with other middle-
income countries in the region, such as Brazil and Argentina (Schneider 2004). The behavior we
observe may thus be more likely to arise in Mexico than in countries with weaker associational

ecosystems, less regional trade integration, or which permit foreign firms to make campaign
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contributions. For contrast, in Argentina’s water sector, MNCs largely failed to embed in local
economic and political networks, resulting in more fragile contracts and limited influence over
regulatory outcomes (Post 2014). On the other hand, the Chilean avocado sector bears
resemblance to the Mexican berry industry in the strong coordination between foreign and
domestic firms to wield extensive policy power (Madariaga et al. 2021).

SConditions similarly conducive to MNC embeddedness are perhaps more present in
other middle-income countries beyond Latin America—most notably in Central European
economies such as Poland (No6lke and Vliegenthart 2009) and in Southeast Asian manufacturing
hubs like Malaysia (Rasiah 2020)—where regional integration and coordinated industrial
policies create favorable environments for sustained multinational engagement. Future cross-
regional comparisons could fruitfully broaden our understanding MNC embeddedness as a
determinant of political influence and development models.

These questions notwithstanding, the central contributions of this study are to (a)
empirically document MNCs engaging in political behavior that defies common assumptions,
and (b) explain such behavior by interrogating MNCs sociologically, across varying
organizational traits. Political science research overwhelmingly treats foreign investors in
aggregate rather than as independent organizations, as witnessed by the number of studies that
use national conditions as a predictor for general flows of foreign direct investment. The politics
and the businesses as organizations are often absent from these analyses. Many of the exceptions
to this pattern are cited here (e.g., Doner and Schneider 2016; Schneider 2004; Schrank 2008a),
but we suggest that they also underappreciate the incentives multinational subsidiaries
experience to participate in active, day-to-day politicking in their host countries. While more

sociologically oriented literatures does consider relational embeddedness of MNCs (Bandelj
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2002; Heidenreich 2012b), it does not depict this role going beyond commercial decisions. We

show that embeddedness can play a potent political role for foreign subsidiaries.
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