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SOME CONSIDERATIONS ON THE MEXICAN LAW ON
FOREIGN INVESTMENTS

LEONEL PEREZNIETO*

I. INTRODUCTION

The modern Latin American movement in the area of regulation
of direct foreign investment began with decision number 24 of the Car-
tagena Agreement Commission, passed during the December 1970, and
the June and July 1971 sessions. This decision defined direct foreign
investment as:

The contributions, originating abroad and owned
by foreign individuals or enterprises, to the capi-
tal of an enterprise, represented by freely con-
vertible currencies, industrial plants, machinery
and equipment, entitled to re-exportation of their
value and to remittance abroad of profits. Like-
wise, those investments in national currency
originating from resources entitled to remittance
abroad shall also be considered as direct foreign
investments.'

In addition to the foregoing categories, decision 24 also defined

*Professor of Law, National University of Mexico; Doctorate, Private Interna-
tional Law, University of Paris (1975); Diploma Superior, Diplomacy, Institute Interna-
tional d'Administration (1972); Diploma Superior, Public Administration, Alcala de
Henares University (1970).

1. Decision 24 of the Andean Commission, Treatment of Foreign Capital, Dec.
31, 1970, art. 1, reprinted in 10 INT'L LEGAL MATwmALs 152 (1971).
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national investor, joint enterprise, and reinvestment, among others.
This decision was adopted by the Cartagena Agreement signatories,
which are five South American countries.'

This precedent served as a basis for Mexico, and later other Latin
American countries, to establish their own national regulations con-
cerning foreign investments. Two stages can be examined in the spe-
cific case of Mexico: the period prior to February 1973, the date on
which the Law on Foreign Investments became effective, and the pe-
riod following this enactment. The latter period will be the subject of
this overview.

But before referring to the second stage, I should like to point out
briefly some of the more relevant aspects of the first stage. The first
instance of a foreigner's real estate being regulated in Mexico occurred
in 1886.' An additional authority for regulating such transactions is ar-
ticle 27 of the Mexican Constitution of 1917," which establishes that
only Mexicans may acquire dominion over lands, bodies of water, and
their accesses. Foreigners may make such acquisitions provided they
relinquish, before the Mexican State, the right to take recourse in their
countries' diplomatic protection, under penalty, in the event of violat-
ing their agreement, of losing the property acquired through said
agreement, to the benefit of the Mexican Nation.5 This is the "Calvo
Clause" adopted by various Latin American legislatures at the end of
the last century.

Another established doctrine that I shall refer to further on, is
known as the "prohibited zone" principle, which states that the zones
from the border up to and including 100 kilometers, and from the coast
up to and including 50 kilometers, are areas in which foreigners are
prohibited from acquiring any kind of property.s The regulations to
article 27 of the constitution were not issued until 1926, that is, nine
years after this constitutional provision. This was due mainly to diplo-
matic pressures from the United States. The oil expropriation of 1939
took place on the basis of these regulations.

2. The participants are Colombia, Chile, Peru, Bolivia and Ecuador. Cartagena
Agreement, Decision 24, art. 30, reprinted in 10 WinL LGAL MATRiALS 152 (1971).

3. For an in-depth analysis of the history of real property investment in Mexico,
see Quiroz, Investment in Real Property in Mexico: An Overview of Constitutional and
Statutory Restrictions, 12 ARiz. L. Rayv. 270 (1970).

4. CONWSrrCION POLMCA DE LOS EsTADos UNDOS MaxucAs'os, art. 27 (1917)
[hereinafter cited as Mzx. CONSr.].

5. This provision was codified in the Law of March 9, 1973, concerning Promo-
tion of Mexican Investment and the Regulation of Foreign Investment, ch. 1, art. 3
(1973), D.O., March 9, 1973, at 5, reprinted in 12 Ir"L LGAL. MATmuAI. 643 (1973)
[hereinafter cited as ForeignInvestment Law].

6. Id. ch. 1, art. 7, para. 1.

[Vol I!



Foreign Investment in Mexico

Five years later, Mexico took advantage of the Second World War
in order to set up a commission responsible for controlling and regulat-
ing foreign investment. It was not until 1953 that this commission is-
sued a series of provisions on the subject. From this date on, the regu-
lation was almost invalid until 1973 which, as I mentioned earlier, is
the date that the Foreign Investment Law was issued.

II. NATUR OF Tim LAw

It is not clearly established in the decree published in the Mexi-
can Foreign Investment Law that this is a law of federal reach mainly
for the following reasons: the Federal Constitution, in establishing the
faculties of Congress, points out that the Houses have, inter alia, the
power to pass laws on nationality and the legal status of foreigner'
On the other hand, the same constitution states that "It]he Nation
shall at all times have the right to impose on private property those
modalities that public interest might require"' and that Congress has
the power to legislate in matters of commerce throughout the Repub-
lic.' A further reason is based on article 124 of the constitution, which
establishes the implicit powers of the Federation. The Federal Legisla-
ture may grant unto itself certain implicit powers as the means to exer-
cise some of its explicit faculties.1°

III. WHAT IS CoNsm l)jD A FORmoN Iivnmmr?

Article 2 of the Foreign Investment Law states that for the pur-
poses of this law, foreign investments are those effected by.

I. Foreign corporate bodies;
II. Foreign physical persons;
I1. Foreign economic entities without legal per-

sonality; and
IV. Mexican business enterprises with majority

7. Mzx. COreT., art. 73, 1 XVL
& Id. art. 27, pera. 3.
9. Id. art. 73, § X.
10. Id. art. 124. Professor Felipe Tone Ramres tel. us that, in order to make use

of the implicit powers, it is necessary to fulfill three prerequisiteE the existence of an
explicit faculty that cannot be exercised per so; the relation between one and the other of
means and end; and the recognition by Congress of the need for an implicit faculty and
the granting of the same to that power requiring it. F. TA RAMIhUM, Dinuco CoNrn-
TUtCIONAL MzXucAN (1970).

19811
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foreign capital or in which foreigners are em-
powered, by any title, to determine the man-
agement of the business enterprise."

Foreign investment in the capital of corporations or firms will be sub-
ject to this law in all matters pertaining to the purchase of property
and to the transactions specified within the law.

A. Foreign corporations or firms (juristic persons)

Article 25 of the Civil Code for the Federal District establishes
that, among others, these investors are Civil or Mercantile Partners
and Corporations." The Law of Nationality and Naturalization (Fed-
eral) in article 5 determines that partnerships and corporations will be
considered of Mexican nationality if they are constituted in accordance
with the Mexican laws, provided they establish legal residence in Mex-
ico.10 Therefore, foreign partnerships and corporations are those as-
sociations that do not comply with the two aforementioned conditions.

The General Law for Mercantile Associations (Ley General de
Sociedades Mercantiles), which is a federal regulation, states in article
250 that: "Legally incorporated foreign companies shall have juridical
personality in the Republic of Mexico" and may effect commercial
transactions in Mexico either permanently or occasionally, through
their own establishment or by means of an agency or branch office."

11. Foreign Investment Law, supra note 5, at 643.
12. See R. GArrh, HANnBOOx or MzXicAN Mzac4,rz LAw (1948) [hereinafter

cited as GArrmr]. Local common law in the federal district is applied to federal jurisdic-
tion when possible. Id. passim.

13. Law of Nationality and Naturalization, art. 5, D.O., Dec. 31, 1949.

14. General Law of Mercantile Companies, art. 250, D.O., Aug. 4, 1934. Article
251 further requires:

L Proof that they have been incorporated in accor-
dance with the laws of their own ountry .... an authentic
copy of their articles of association and all other statutory
documents, accompanied by a certificate issued by the diplo-
matic or consular representative of the Republic of Mexico in
their country, attesting that they are incorporated and author-
ized in accordance with the law.

II. That the articles of association and with the
precepts of public order contained in Mexican Laws.

Id. See also Pereznieto, La NacionaUdad de las Sociedades, El Foro, July-Sept., 1972. A
company functioning with the use of foreign capital cannot, in fact, be truly Mexican
even though it was created in Mexico, in accord with Mexican laws, and has its legal
domicile there, and even though Mexican law attempts to consider it as such. Id. at 55.

[Vol. II
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B. Foreign individuals

Article 33 of the Federal Constitution states that "those (persons)
who do not possess the qualifications set forth in article 30, are consid-
ered foreigners."' 5 That is to say, persons who have not been born
within the boundaries of the national territory (Jus Soli) or who are
born in foreign lands, but of a Mexican father or mother (Jus
Sanguinis); or those who have not acquired the Mexican nationality
through naturalization procedures.

It behooves us to clear up that article 6 of the Foreign Investment
Law makes Mexican investment equal to that which is effected by for-
eigners residing in the country as immigrants, except in those cases
where, because of their work or occupation, they are linked to decision
centers in foreign economies. In accordance with the General Law of
Population (Federal),' foreigners residing in Mexico acquire the status
of immigrado (permanent alien resident) when they have resided in the
country for five years as immigrants."

C. Foreign economic units without legal status (juristic personality)

This concept is not to be found explicitly defined in our Mexican
legislation. It is only in article 3, section III of the old Income Tax Law
(Federal)'8 that we find reference to it for fiscal purposes establishing:
"Economic units without juridical personality, [are covered] only
where this law taxes the income of such entities in its entirety."'

It is, perhaps, due to this circumstance that several authors have
attempted to define the legal nature of these "economic units without
juristic personality." Thus, Ernesto Flores Zavala explains that an eco-
nomic unit without juristic personality is an association of individuals
and corporations (juristic persons) that, not having legal status, consti-
tutes an economic unit distinct from its members."

15. M X. CONST., 8upra note 4, art 33.
16. Ley General de Poblaci6n, D.O., Jan. 7, 1974 [hereinafter cited as Ley Gen-

eral de Poblaci6n]. See H. Wiumorr, FosmoN EN'ERPR JS m Maxco 202 (1971).
17. Ley General de Poblacibn, supra note 16, art. 53. See also Reglamento de Ia

Ley General de Poblaci6n, art. 125, D.O., Nov. 7, 1976.
18. Ley Del Impuesto Sobre La Renta (Income Tax Law), art. 3, D.O., Dec. 23,

1953, repealed by the Law of Dec. 30, 1964, D.O., Dec. 31, 1964 [hereinafter cited as
LISR].

19. Id.
20. See E. FLoREs ZAvALA, EL smwros Da FNANzAs PftucAs MhxcANAs (1955).

This occurs when various independent associations coordinate their capital in such a way
that in reality they constitute one economic unit that is considered a passive, indepen-
dent subsidiary of each mother corporation that forms it. Id. at 66.

1981]
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Another learned author attempts to extend this concept with the
affirmation that it is

a collective juristic person formed by individual
or complex entities that although considered ju-
ridically independent and separate, are linked in
their capital, administration, and profit distribu-
tion in the joint or successive exploitation of a
certain source of income. Furthermore, the joint
economic endeavor of the economic units will pro-
duce a result different from the economic activity
of each entity, individually considered."1

It is to be observed that this criterion embraces a number of con-
cepts. Since it is an "economic unit lacking legal personality," it is my
opinion that the Mexican legislature intended to refer to a variety of
business enterprises, perhaps even to those not included in our corpo-
ration and partnership law, which could be, for instance, the case with
partnerships, joint stock companies, or further still, of the commercial
consortia, etc.22

D. Mexican enterprises with a majority of capital holdings belong-
ing to foreigners

It is to be noted that the Mexican legislature did not use the
terms company, partnership, or corporation, but rather that of "enter-
prise," which has more of an economic than legal content. The Mexi-
can law does not define "enterprise" in its strictest sense. It is, of
course, feasible to interpret the term enterprise as equivalent or sy-
nonymous with mercantile corporation. In fact, the first paragraph of
article 25 of the Foreign Investment Law establishes that "[S]ecurities
representing capital of business enterprises shall be nominal.""

It is important to point out that even when a corporation, com-
pany or partnership is a Mexican firm, if 50% of its capital is foreign
owned, the investments made by the same will be considered a foreign
investment. Likewise, when the foreign participation in capital is less

21. Garcia Padilla, La Personalidad Jurldica y las Unidades Economicas, Inves-
tigaci6n Fiscal (Dec. 1971), at 26, 27.

22. See Pereznieto, Comentarios a la Ley Para Promover la Inuersi6n Mexicana
y Regular la Inversi6n Extranjera, El Foro, Apr.-June 1973. Because of the ambiguous
nature of the language composing the regulations, it may be said that the legislature
attempted to extend, not to limit, the classes of those allowed to invest in Mexico. Id. at
50.

23. Foreign Investment Law, supra note 5, at 648.
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than 50%, but both the effective management and direction of the
company is deemed in foreign hands, this will also be considered as a
foreign enterprise in the investment it might effect.

The foreign majority capital holdings will be determined through
two different channels: by the name in which the stock certificates
must be issued, and by the required inscription in the National Regis-
try of Foreign Investments." Insofar as the direction of the company is
concerned, later in section 4, I will refer to what the Mexican law in
the matter of Mercantile Partnerships, Companies and Corporations
understands to be the directive or administrative organs of such enti-
ties. The term "management" of companies is, again, a term not to be
found in Mexican law. Its connotation, however, in the Spanish lan-
guage implies, among other things, the direction and government of a
business.

E. Foreign investment in the capital, purchase of property or trans-
actions of a company

This criterion is understood to be complementary of the concept
of the law in the matter of foreign investment. In this case, the amount
of the investment appears to be of no importance since this is deter-
mined by the National Registry of Foreign Investments.

IV. SoME CHARATcEmsTICS OF Tm CORPORATION IN MxiCAN
LAW

In this section, I will very briefly refer to the corporation in the
Mexican law, because it is through this type of mercantile association
that the major part of private investments are done in Mexico."8 The
General Law of Mercantile Partnerships and Corporations (Federal)"
provides that "a joint stock company (corporation) is that which oper-
ates under a company name and is formed exclusively by stockholders
whose liability is limited to paying for their shares,"" In order to con-
stitute such a company there must be at least five stockholders, each of
whom must hold at least one share; the share capital must not be less

24. Id. art. 23. The National Registry of Foreign Investments was created under
articles 23 and 24.

25. See R. MOLNA, Dum=cHo MmcurrnL (1973). Among the several possible
types of business associations, corporations, until 1970, constituted 98% of the total of
juristic persons organized in Mexico. Id. at 323.

26. D.O., Aug. 4, 1943. LISR, supra note 18.
27. See LISR, supra note 18, art. 87.

19811
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that 25,000 pesos (one thousand dollars), and must be fully subscribed;
at least 20% of the value of each share payable in money must be paid
up in cash; and the value of each share payable partially or totally in
specie must be fully paid up.** In the same manner, the incorporation
requires the intervention of a notary public in the act of constitution of
the corporate entity, or alternatively, that the capital be levied by pub-
lic subscription.3' The general stockholders assembly is the supreme
organ of the corporation." The administration of the corporation will
be in charge of one or several temporary and revocable mandataries
who may be stockholders or persons alien to the corporation. 1 When
there are two or more administrators, they shall constitute a Board of
Directors."

The general stockholders assembly, the Board of Directors or the
administrator, as the case may be, may name one or several General or
Special Managers, who may or may not be stockholders of the corpora-
tion. The designation of managers is revocable at any given moment by
the adminstrator, the Board of Directors or by the general stockholders
assembly.

8

As for the capital stocks, the law establishes that they are the
parts into which the shareholders' equity is divided and will be repre-
sented by certificates that will serve to grant and transmit the quality
and rights of a partner, to their lawful holders. These certificates are
subject to the disposition concerning security or credit instruments.'

The stock certificates will be of equal value and will confer equal
rights." In spite of the fact that the stock certificates may be issued
nominatively to the bearer, article 25, section II of the Law of Foreign
Investment states that "bearer stock certificates may not be purchased
by foreigners without prior approval of the National Committee of For-
eign Investments, in which case the certificates would become

28. Id. art. 89.
29. Id. art. 90. In a public subscription, a draft of the proposed charter or by-

laws must be deposited in the Public Registry of Commerce. It must contain, inter alia,
par value or stated value, nature or classification of stock, the purpose of the company,
duration, and domicile of the company. GArrHER, supra note 12, at 23.

30. LISR, supra note 18, art. 178.
31. Id. art. 142.
32. Id. art. 143.
33. Id. art. 145.
34. Id. art. 111.
35. Id. art. 112. This provision goes on to provide that "the deed of incorporation

may, nevertheless, stipulate that the capital be represented by more than one kind of
shares, each kind having special rights, but the provisions of article 17 shall be observed
in all cases." Id. Article 17 gives no legal effect to stipulations that "exclude one or more
associates from participation in the profits." Id.

[VOL UI
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nominative.""

V. PRMrrs FOR FOREIGN INVESTORS

The following permits are those mainly required:

(a) When foreign individuals or corporations
(juristic persons) wish to acquire ownership
of land or water, permission must be re-
quested from the Ministry of Foreign Affairs
although neither purchase nor acquisition of
property may be within the "forbidden
zone." To this effect, article 27, section 1,
paragraph 2 of the Constitution (Federal) es-
tablishes that "[w]ithin a one-hundred kilo-
meter strip along coastal zones, no foreigner
may acquire direct ownership of land or
water.""'

(b) Foreign investors will also require authoriza-
tion from the appropriate Secretary of State
according to the field of economic activity
involved, when they wish to acquire more
than 25% of the capital of a business enter-
prise, or more than 49% of its fixed assets.
This same authorization is required to lease
business enterprises or the assets deemed es-
sential for a given type of business exploita-
tion. The same applies to foreign investors
executing acts through which they undertake
the administration of a firm, or such acts
that will result in their being able to deter-
mine the enterprise's management."

(c) Foreign investors will also require permission
from the Ministry of Foreign Affairs, for the
purchase of property (outside of the forbid-
den zone), as well as for the constitution and
modification of a company, partnership or
corporation by-laws.8'

36. Foreign Investment Law, ch. 6, art. 25, § 11, supra note 5, at 648.
37. Max. CONSr., supra note 4, art. 27, para 1.
38. Foreign Investment Law, art. 8, supra note 5, at 649.
39. Id. art. 170.

1981]
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(d) Foreign investors must also obtain the ap-
proval of the National Committee of Foreign
Investments to acquire bearer stock
certificates.'"

VI. TRUSTS ON REAL ESTATE LOCATED ON BORDER AND
COASTAL ZONES

The restriction contained in article 27, section I, paragraph 2 of
the Constitution 1 referring to foreigners in the acquisition of property
within the "forbidden zone," has been interpreted" in such a manner
that whereas foreigners may not acquire the ownership rights, they can
acquire other rights involving the temporary use or possession of this
property.

Under these conditions, the Foreign Investment Law,' 3 estab-
lishes the pertaining regulations so that by means of a trust, any Mexi-
can credit institution obtaining a prior permit issued by the Ministry
of Foreign Affairs, may acquire property in trust within the "forbidden
zone." In this case, the foreign investors would be the trust benefi-
ciaries. It is noteworthy to underscore the fact that this trust modality
contains certain peculiar characteristics, such as the following:

(a) Its maximum duration is thirty years.
(b) The property participation certificates is-

sued by the trustee (Bank) to the benefi-
ciaries only allot the right to "a proportional
part of the profits or earnings of the securi-
ties, rights or properties of any kind held in
irrevocable trust for that purpose by the
trust company issuing them," or "the right
to a proportional part of the net income

40. Id. art. 25.
41. MEx. CONST., supra note 4, art. 27, § 1, para. 2.
42. See Molina Pasquel, El Fideicomiao de Inmuebles en las Zonas Prohibidas

en Favor de Extranjeros, El Foro, Jan.-Mar. 1954. In order to promote economic devel-
opment in Mexico, it has been necessary to encourage the development of the forbidden
zone by nationals in association with foreigners. Ex-President Lhzaro Cardenas, in order
to promote this growth, interpreted the Mexican Constitution, article 27, § 1, pars. 2 as
allowing some indirect control by foreigners of the land located in the forbidden zone. Id.
at 29-58.

43. Foreign Investment Law, ch. 4, art. 18, supra note 5, at 647.
44. Law of Negotiable Instruments and Credit Operation, arts. 228-29, D.O.,

Aug. 27, 1932 and decree of Dec. 31, 1946, D.O., Dec. 31, 1946.

[Vol. II



Foreign Investment in Mexico

from the sale of those properties, rights or
securities," 5 and "for the benefit of the
holders of immovable participation certifi-
cates the issuing concern may set up,... a
right to the direct utilization of the immova-
ble property in trust, the amount, reach and
conditions of which shall be specified in the
record of the corresponding issue."' This
applies in all cases and excludes any equal
part in the direct ownership of the real es-
tate involved.

(c) The property participating certificates will
be nominative and non-redeemable.4

7

VII. REGULATION To THE LAW

The Law was published on February 16, 1973 and the Regulation
to the Law, on December 28, 1973.48 In the Regulation, different as-
pects of the Law are specified and developed, these being: organization
of the National Registry of Foreign Investments and the procedure for
carrying out registrations of foreign investments. All of this constitutes
a process of an internal nature that only has interest for Mexican law-
yers who have to carry it out. Nevertheless, there are two Titles (VI
and VII)" in the Regulation relating to corporations whose stocks are
negotiated on the Mexican Stock Exchange and, most importantly to
cases where stocks are negotiated abroad. In the first instance, for a
corporation whose stocks are negotiated on the Mexican Stock Ex-

45. Id. art. 228(a)-(c). In the case of subparagraph c, the total right of the hold-
ers of certificates of each issue shall be equal to the percentage represented by the total
nominal value of the issue at the time it is made, in relation to the commercial value of
the corresponding properties, rights or securities fixed by an expert's examination as pro-
vided for in article 228(h). Id. art. 228(a). Article 228(h) provides:

The total nominal value of an issue of participation certificate
shall be fixed in a report drawn by the "National Financia,
S.A." or by the National Urban Mortgage and Public Works
Bank, depending on whether the properties in question are
movable or immovable, after obtaining an expert's report upon
the properties in trust covered by that issue.

46. Id. art. 228(e).
47. Foreign Investment Law, ch. 4, art. 21 pars. b, supra note 5, at 648
48. D.O., March 9, 1973, reprinted in 8 CAL. W. INTL L.J. 60, 61 (1978).
49. Regulation of the National Registry of Foreign Investments, Dec. 11, 1973,

D.O., Dec. 28, 1973, reprinted in, 1 MULTNATIONAL CoRPORATIoNS LAw B.2, 13 (M.
Gordon ed. 1981) [hereinafter cited as Gordon].

1981]
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change, the Regulation provides that in the event stocks are acquired
by foreign investors, the investors must apply for enrollment in the
Registry within the month following the purchase date, except when
the stocks purchased represent only 5% of the corporation's capital
stock, in which case, the time limit is three months. So long as enroll-
ment has not been applied for, the stockholders may not be present at
any stockholders assembly. In the second case, regarding stocks negoti-
ated abroad, the Regulation establishes the following requirements:

(a) The Mexican corporation must prove to the
Registry that its stocks are enrolled in a
stock exchange outside the country, or that
they are the object of a transaction abroad
with the intervention of brokers, exchange
houses, or credit institutions."

(b) The Regulation presupposes that the stocks
are in the conditions stated in the above par-
agraph if the issuing corporation verifies it
has made dividend payments through credit
institutions or agents established abroad."1

(c) The Commission on Foreign Investments
may authorize, in a general way, the
purchase of a Mexican corporation's stocks
by foreign investors, but said stocks still
have to be nominative or be converted to
nominative stocks."3

(d) The Mexican issuing corporation authorized
to negotiate stocks abroad must supply the
Registry with the identifying data of the
stocks negotiated abroad. With this, the cor-
poration will be allowed to pay the dividends
corresponding to the stocks purchased, but
the owners of the stocks may not exercise
any right conferred on them by the stocks
except for that mentioned, of receiving divi-
dends until the Commission has specifically
authorized the purchase and the foreign in-
vestor is enrolled in the Registry. s

50. Id. ch. 7, art. 40.
51. Id. art. 41.
52. Id. art. 42.
53. Id. This poses an important practical problem, in that if the amount of the

stocks negotiable abroad and acquired by foreigners is greater than 25% of the corpora-
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(e) Finally, the Regulation establishes a time
limit of one month in order to apply for en-
rollment. This time limit begins to run from
the date on which the investor is notified of
the authorization accorded him."

VIII. GENzRAL RSOLUTIONS

To conclude this overview, I will mention very briefly another
practical aspect that is very important in the field of foreign invest-
ments in Mexico: the General Resolutions issued by the Commission;
for they represent the criteria for application of the Law and its Regu-
lation. There are currently sixteen General Resolutions 8 on a wide
range of topics. Due to the length of this work, I will refer to only some
of them, and in a condensed fashion.
(a) General Resolution number 3

This resolution empowers the Secretary of the Commission on
Foreign Investments (the "Commission") to authorize the acquisition
of stocks by foreigners if said acquisition is performed on the stock
exchange and the stocks to be acquired do not exceed 5% of the corpo-
ration's capital stock. It is worth noting that the faculties granted the
Commission's Secretary to decide, imply that the Secretary will not
necessarily have to submit this type of matter to the Commission,
meaning that the procedure is expedited."
(b) General Resolution number 4

This resolution authorizes re-election of foreign members in a
Board of Directors, provided their participation on the Board does not
exceed their percentage of participation in the company's capital
stock.s7

(c) General Resolution number 8
This resolution puts special importance on the measure that re-

quires prior authorization of the foreign investment to be made in the

tion's capital stock shares, a Mexican stock corporation that must meet with three
quarters of the capital in a special assembly, cannot do so until the specific authorization
requisite and enrollment in the Registry have been complied with.

54. Id. art 46.
55. See notes 56-60 infra. All the Resolutions are reprinted in Gordon, supra

note 49, at 29-60.
56. General Resolutions of the National Commission of Foreign Investment 1-10,

Oct. 24, 1975, D.O., Nov. 5, 1975. Resolution Number 3, Acquisition of Bearer Shares in
Stock Markets, reprinted in Gordon, supra note 49, at 31.

57. Resolution Number 4, Reelection of Foreign Members of a Board of Direc-
tors, reprinted in Gordon, supra note 49, at 31.
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opening of a "new establishment," as well as of the relocation of any of
the establishments of a corporation. For the resolution's purposes, a
"4new establishment" is understood to be "[alny technical unit or any
physical place, independently distinct or different from those existing
in a corporation and also in those where the corporation intends to
perform an industrial, commercial or service rendering activity.""

In practice, the Commission takes the following criterion into ac-
count in order to grant this type of authorization: when a corporation
is involved which has one hundred percent foreign capital or a majority
of foreign capital, the corporation will necessarily have to perform ac-
tivities in the "new establishments" that effectively benefit the na-
tional economy and do not involve merely simple expansions of a com-
mercial nature. That is, they must be important industrial or service
activities. Based on this criterion, the Commission attempts to limit
the expansion of this type of corporation when said expansion is only
of a strictly commercial nature. Furthermore, I consider it an indirect
way for these corporations to achieve Mexicanization of part of their
capital.
(d) General Resolution number 13

This resolution empowers the Commission's Secretary to rule on
the transfer of stocks or assets between foreign investors belonging to
one single "interest group." It also establishes a mechanism for expe-
diting this procedure." According to this resolution, transfer of stock
or assets within the same "interest group" is understood to be when
the transfer is done in the following cases:

from one foreign corporation to another, when
one is owned by the other; when the transfer is
carried out between foreign corporations, but
both the transferring company and the purchaser
are owned by a third foreign corporation; when
the transfer is made from one foreign corporation
to one or several of its main officials or vice versa;
when the transfer is effected between foreign in-
dividuals with a straight line blood kinship in an
indefinite degree and in a collateral line up to the
fourth degree.

(e) General Resolution number 16

58. Resolution Number 8, New Establishments, reprinted in Gordon, supra note
49, at 33.

59. General Resolution Number 13, as amended in meeting number 80 of Nov.
15, 1979, D.O., March 4, 1980, reprinted in Gordon, supra note 49, at 51.
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This gives special importance to the measure governing new fields
of activity and new product lines in which any foreign investment is to
be made." The resolution establishes the need for authorization of any
foreign investment that is desired in "new fields of economic activity,"
which is any activity different from that which a corporation has in
fact performed as of when it acquired the character of foreign investor,
or that tends to satisfy the needs of a different market.

In accordance with the resolution, "new product line" is under-
stood to be any product or group of products different from those that
an established corporation has in fact produced or manufactured as of
when it acquired the character of foreign investor, or which tends to
satisfy the needs of a different market or consumer sector, or when any
product or line of products is involved that is not found within the
classes a corporation operates in or included in the classification the
same resolution establishes.

In practice, as can be seen, authorization concerning new fields of
economic activity and particularly new product lines is of vital impor-
tance for corporations that wish to be able to continue expanding. To
this end, the Commission analyzes the corresponding authorizations in
great detail so that both the new fields of economic activity that are
authorized and the new product lines will be of real importance to
Mexico's economy.

IX. CONCLUSION

In conclusion, and in light of the foregoing, we can see how a legal
system such as Mexico's in the specific area of foreign investment has
had to continue developing and defining itself, as well as having to es-
tablish mechanisms for regulating this type of activity. This is due to
the fact that Mexico, because of its political stability, rapid industrial
development, and factors such as vast oil reserves, make it a highly
attractive country for foreign investment. This in turn, has led to an
enormous increase in foreign investment in the last twenty years.

60. General Resolution Number 16, New Fields of Economic Activity and New
Lines of Products, Aug. 1977, D.O., Sept 6,1977, reprinted in Gordon, supra note 49, at
56.
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