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1
The Six Ideological Phases
of Mexico's "Permanent Revolution" since 1910
JAMES W. WILKIE
To provide a broad political context into which fit the economic, social, and political elements of
Mexican twentieth‐century history, I offer here a conceptual framework for periodizing Mexico's idea of
"Permanent Revolution" since 1910. My interpretation divides the course of events and debates into six
phases of ideology which have guided Mexico's ongoing experiment in state‐directed socioeconomic
change. The phases are as follows:1
I. Political Revolution, 1910‐30
A. Violence, 1910‐19
B. Reconstruction, 1920‐30
II. Social Revolution, 1930‐40
III. Economic Revolution, 1940‐60
IV. Balanced Revolution, 1960‐70
V. Statist Revolution, 1970‐82
A. Political, 1970‐76
B. Economic, 1976‐82
VI. Restructured Revolution, 1983‐
A. Economic, 1982‐88
B. Political, 1988‐
The Official Party of the Mexican Revolution, which has governed the country implicitly since the late
1910s and explicitly since 1929, justifies its continued rule on the basis of the need for a strong

1

This periodization draws upon an earlier analysis developed in my study titled "La Rivoluzione Messicana e la Sua
Eredita," in Nicola Tranfaglia and Massmo Firpo, eds., La Storia‐I Grandi Problemi dal Medioevo ail'Et»
Contemporanea, vol. 9, no. 4 (Torino: Unione Tipografico‐Editrice Torinese, 1986), pp. 56‐72.

government to serve as the engine required to forge a modern society and economy as well as to
overcome successive crises in national development. The Mexican Revolution began in 1910; seven
years of violence followed before a constitution could be achieved that would elaborate the
movement's long‐term goals. Although the 1917 charter accorded to the private sector an important
role in national affairs, implementation of the constitution has seen the state assume an ever expanding
role‐at least through 1982.
Established as the Partido Nacional Revolucionario (PNR) in 1929, the Official Party organized regional
strongmen to end the need for them to try to seize power. In return for assured positions of importance
in the national government, the regional bosses agreed to resolve their differences behind the scenes
thus allowing the Official Party to present a united image to the public.
The Official Party was transformed into a popular front in 1938 as the Partido de la Revolucion Mexicana
(PRM). The PRM shifted the base of Party strength to four sectors: organized peasants, organized labor,
the military, and popular groups (including the middle and upper classes), each being represented in
Congress. Although the moneyed sectors were left out of the PRM, their real influence in the
government was provided for under legislation that required all businesses above a certain size to join
into chambers of a national network of trade associations, which eventually organized into two national
groups (CONCANACO and CONCAMIN, discussed below).
The Official Party's final transformation came in 1946 when it became the Partido de la Revoluci6n
Institucional (PRI). The PRI dropped the military sector from its formal organization, but by that time all
of the formal groups had lost influence to the trade associations.
Under the Official Party the Congress and judiciary have been subordinate to the presidency in all major
policy decisions. Although theoretically independent, in fact the Congress and courts have been very
careful not to offend the executive branch of government because the president of Mexico has emerged
with the influence of a king, albeit one who cannot be reelected. In 1940 supreme court justices won a
change in their term, which had been limited to the term of office of the Mexican president who
appointed them. Now the justices have tenure but no real power in matters of interest to the nation's
chief executive.
Whereas Mexican leaders sought political solutions from 1910 to 1930 and looked to electoral
"answers" to complex problems, during the 1930s they rejected the purely political approach and turned
to social solutions. Under the banner of Social Revolution, the left‐wing of the Official Party rose to
ascendancy. Pushing such programs as land reform for the peasants and the right to strike for laborers,
the government undertook the nationalization of major industry and transporation. Less overtly, the
government laid the basis for loaning funds to private industry.
Not until the period from 1940 to 1960 did the government emphasize openly a call for economic
revolution. Under this ideology, the government was able to convert manufacturing subsidies into the
scale required to launch the country's industrial expansion. Further, state policy emphasized the

nationalization of industry and creation of state‐run enterprises such as railways, airlines, and steel mills.
State corporations were decentralized into the paras tate sector so as to allow the enterprises to
operate as businesses independent from the central government, with the idea that profits would help
develop Mexico's public sector rather than the private sector. Unfortunately, such enterprises usually
operate at a loss and Mexico's parastate corporations were no exception, requiring subsidies from the
central government.
State policy also focused on building the economic infrastructure needed for industrialization, including
hydroelectric projects. Thus the ideology of the period turned away from land reform to emphasize
irrigation, for example.
In the 1950s the Official Party adopted a monetarist policy subsequently known as "stabilizing
development." This policy, which lasted from 1954 to 1970, was based upon a stable peso and low
inflation. Gross domestic product (CDP) grew steadily. Stability for economic growth was also provided
by tacit pacts which the Official Party had begun to make with an increasing number of socioeconomic
sectors beginning in the late 1930s.
By the 1960s many in Mexico sought a new path that would overcome disenchantment with successive
state policy shifts from emphasizing political themes (1910‐30), to social ideas (1930‐40), and then
economic themes (1940‐60). Hence there arose the concept of Balanced Revolution, which from 1960 to
1970 sought to harmonize the desires of each of the three preceding periods. During this period the
para‐state sector of government expanded into numerous industries, including nationalization of
Mexico's electricity and telephone networks.
Following the failure of Balanced Revolution, punctuated by the government‐student battle in 1968 at
Mexico City's Plaza of the Three Cultures, the Official Party turned to the Statist phase of the Revolution,
1970‐82. During this period the idea was advanced in the first subperiod from 1970 to 1976 that a legal
revolution would make possible new state power for national development. This first Statist subperiod
called for government‐sponsored redistribution of wealth domestically and independence from the
United States internationally. The subperiod from 1976 to 1982 emphasized rapid economic change to
take advantage of Mexico's new oil‐based wealth.
With the collapse of world oil prices in 1982, Mexico was forced in 1983 to adopt the present ideology of
Restructured Revolution. Realizing that the bloated paras tate sector of government could no longer be
supported in its many money‐losing businesses, since 1983 the Official Party has sought to reduce the
parastate sector in favor of an increased role for the private sector. Too, all government activity is
subject to revamping in order to deregulate and rationalize decisions in the Mexican economy. And the
government is dismantling the private sector's protected Mexican market, forcing private industry into
the world market place.
Through the historical course of these six periods, an implicit theory of state policy has emerged to
justify continued one‐party rule: the government has had to identify (or if necessary to create) a series

of crises that require its continuation in power until the Constitution of 1917 can supposedly be fully
implemented and the country's population can live in harmonious well‐being by overcoming Mexico's
troubled historical antecedents. The crises themselves are not seen by the Official Party as indicating the
Revolution's failures but as representing new problems that will always be caused by the unforeseeable
conjuncture of events.
Thus for the Official Party each new crisis offers the kind of stimulus needed to advance Mexico to ever
higher stages of development from the past into the future in a country where since independence 167
years ago, the population has grown from 6 to 80 million. This view of crisis has been tested by the
economic depression of Mexico since 1982. That a major group split from the Official Party for the
national elections of 1988 suggests that the Official Party may have become involved in a crisis of more
damaging proportions than it realized.
Antecedents to the Revolution2
Nineteenth‐Century Mexico
Mexico's independence from Spain did not come in 1821 as a result of the country's having built a
strong preindependence economic and political infrastructure, as had the United States. Rather,
independence came as the result of a chaotic civil war after 1810 that had seen freedom won by those
who originally opposed the break with Spain. In the end, events in Spain had dictated that the Spanish
conservatives in the colonies could protect their privileges only by breaking with the liberal reforms in
the homeland.

2

Colin M. MacLachlan and Jaime E. Rodriguez 0., in The Forging of the Cosmic Race: A Reinterpretation of Colonial
Mexico (Berkeley: University of California Press. 1980), have reinterpreted findings to argue that on its own terms
the colonial period involved a balanced, integrated economy and that its legacy did not cause the organizational
failures of newly independent Mexico; rather, those failures should be attributed to the collapse of silver mining
and the inability of the government to pay the costs required for national development Although their argument is
persuasive about the colonial period. its silver‐analysis theory about the post‐ 182 I era must be supplemented
because the era lacked an institutional and legal legacy for development See John H. Coatsworth, "Obstacles to
Economic Growth in Nineteenth‐Century Mexico," American Historical Review 83: I (1980), pp. 80‐100. Also
important is Jaime E. Rodriguez A., ed., The Independence of Mexico and the Creation of the New Nation (Los
Angeles: UCLA Latin American Center Publications, 1989). For positive reinterpretation of the Diaz era, see
Raymond Vernon, The Dilemma of Mexico's Development: The Roles of the Public and Private Sectors (Cambridge,
Mass.: Harvard University Press, 1963), and Fernando Rosenzweig, "El Desarrollo Economico de Mexico de 1877 a
1911," El Trimestre Económico 32 (1965~ pp. 405‐454. The emergence of Mexico's industrial base during the era of
President Porfirio Diaz (1876‐1911) is postulated by Stephen H. Haber, Industry and Underdevelopment: The
lndustrialization of Mexico, 1890‐1940 (Stanford: Stanford University Press, 1989).

Ill‐prepared for independence economically and politically, Mexico fell into civil war that continued for
the next half century and caused the destruction of the country's silver, gold, and other mining bases for
wealth. Loss of mining production hampered consolidation of the new nation, shattering confidence in
the credit and investment system. In the confusion of civil war, Mexico could not defend against U.S.
incursions into the north. As a result of war with the United States (1846‐47), Mexico was forced in 1848
to yield half of its territory to the United States, including the gold of California which would help to fund
U.S. industrialization. To complicate matters, Mexico engaged in ruinous struggles with the Roman
Catholic Church between 1853 and 1867 for control of civil society (including registry of birth, marriage,
and death), land and property, and credit.
Not until the era of the dictator Porfirio Diaz (1876‐1911) was the country returned to order in the name
of achieving progress. Utilizing the slogan "bread or the stick," Diaz ended the chaos that had engulfed
Mexico since independence. Too, his programs halted Mexico's long slide into economic depression that
had coincided with the destruction of the mines. By providing the country's first credit, investment, and
commercial codes, Dlaz laid the basis for economic recovery. Capitalizing on the fact that Mexico was far
behind the United States, with whom so many of Mexico's leaders compared their country's unfavorable
position of material wealth, Díaz helped to overcome Mexico's disadvantageous geography by building
railways to export raw materials. Lacking the coast‐to‐coast transportation systems that the United
States enjoyed, Mexico had been especially vulnerable to competition once the world needed U.S.
agricultural and industrial goods more than Mexico's mining output, which had also lost out to U.S.
production.
During the Diaz administration, Mexican mineral and agricultural exports allowed economic recovery
and attracted foreign capital to establish modern industry. As part of his program to stimulate the
economy, Diaz settled the postindependence struggle over land ownership by opting against the liberal
idea of backing the medium‐sized rural farm owner; he reinforced the growth of the great hacienda that
had survived since Spanish colonial days. The peasants suffered grievously under the Diaz solution, the
large entrepreneurs in town and countryside profiting at the expense of the masses. Under Diaz, the
basis was laid for the emergence of the middle class in Mexico, which constituted an estimated 8
percent of the population by 1895.
Crisis of the Diaz Dictatorship, 1899‐1910
Consequences of Diaz's long‐term economic pattern were several. Mexico found itself short of cash
needed by the banking system to finance and refinance mortgages held by growing numbers of
economically powerful landowners, who faced serious problems in repaying loans during a time of
increasing world economic instability. At the same time, the rural middle class and Indian peasants were
feeling the cumulative effects of the decline in the possibility of their owning land‐during Díaz's more
than thirty years in power, one‐quarter of Mexico's land surface was transferred into large landholdings
to develop export‐oriented agriculture and ranching products. Hence, the vast majority of rural people
faced decline in food supply owing to export production, loss of their own lands, and indebtedness of

Indians to the large landowners. Beyond the rural sector, some middle class employees and
professionals were affected by a general decline in real wages.

Matters were complicated for the Dfaz dictatorship by the erratic performance of the Mexican economy
after 1899. CDP had a high growth rate in 1901, 1903, 1905, and 1907, but those gains were offset by
negative growth rates in 1899, 1902, 1906, and 1908. This whipsawing of the economy was further
complicated by the very low growth rates of CDP in 1900, 1904, and 1910 (Table 1).
When in Mexico's presidential election of 1910 the new upwardly mobile middle class and economically
powerful entrepreneurs found themselves definitively closed out of political influence, Francisco I.
Madero and other critics of Diaz moved to resolve the problem of dictatorship by calling for the
establishing of political democracy, which seemed to be the basis for the economic success of such
countries as the United States and England. Even Díaz had entered office with the slogan "effective
suffrage and no reelection," which he had soon chosen to forget.

Phase I. Ideology of Political Revolution, 1910‐30
The Violent Stage,3 1910‐20
3

For bibliography, see James W. Wilkie and Albert L. Michaels. eds., Revolution in Mexico: Years of Upheaval
(Tucson: University of Arizona Press, 1984). The detailed story is told in, for example, Arnaldo Cordoba, La
ldeologia de la Revolueion Mexicana (Mexico, D.F.: Ediciones Era. 1973); Ramon Ruiz, The Great Rebellion: Mexico,
1905‐1924 (New York: Norton, 1980); and John Mason Hart, Revolutionary Mexico: The Coming and Process of the
Mexican Revolution (Berkeley: University of California Press. 1987)_ See also Alan Knight, The Mexican Revolution.
2 vols, (New York: Cambridge University Press. 1986). who examines the teens; and Linda B, Hall, Alvaro Obregon:

Given the mixed social and economic situation, both the urban and rural sectors had reason to support
the call of Francisco Madero for peaceful political change in the presidential election of 1910. Jailed to
prevent his participation in the election, Madero then called for revolution against the old dictator. In
1911, after Madero captured Ciudad Juarez, Diaz realized that his army had aged with him and was
unable to fight, so he agreed to leave office.
Elected to the presidency, Madero seemed oblivious to the fact that the political solution of electing
new leaders could not resolve popular demands for dismantling the Dtaz‐backed hacienda system.
Madero could not restrain leaders such as Emiliano Zapata, who led the movement to seize haciendas
(many of which had been consolidated by foreigners) and divide them among their former owners. In
the turbulence of threat to foreign investment Madero was overthrown in 1913 by General Victoriano
Huerta, his chief of staff who had the support of U.S. Ambassador Henry Lane Wilson. However,
Ambassador Wilson could not convince the new U.S. president, Woodrow Wilson (no relation), that the
fall of Madero was justified. Horrified by the murder of Madero, who had been "shot while attempting
to escape," Woodrow Wilson not only refused to recognize Huerta but recalled Henry Lane Wilson and
then set about trying to teach Mexicans that the threat to democracy could not be rewarded.
Within Mexico, the death of Madero provoked four years of upheaval. Venustiano Carranza (of the
northeast), Francisco Villa (of the north center), Alvaro Obreg6n (of the northwest), and Zapata (of the
center south) maneuvered their armies in shifting coalitions to see who would win the continuing civil
war. Carranza won with the backing of Obreg6n. Subsequently Obregon imposed a constitution radical
for its time upon Carranza, who did not implement much of it. The Constitution of 1917 went beyond
prohibiting reelection of presidents. Among other things, it provided for land reform, workers' rights
(including profit sharing), and secular education. Although the state was declared the owner of Mexico's
subsoil mineral wealth and responsible for re‐creating and protecting the e;ido (communal farm,
discussed below), the Constitution of 1917 also provided for private property rights. Given the foreign
and domestic interests threatened by the legislation (which was never ratified by Mexico's thirty‐two
political entities), and given the possibility of U.S. intervention, regulatory laws to implement the
constitution have taken many years to emerge.
The Stage of Reconstruction,4 1920‐30

Power and Revolution in Mexico, 191 1‐1920 (College Station: Texas A&M University Press,1981). who treats the
rise of General Obregon, Essential reading is Friedrich Katz, The Secret War in Mexico: Europe. the United States.
and the Mexican Revolution (Chicago: University of Chicago Press, 1981~ Michael C. Meyer reappraises the role of
Huerta, the General who overthrew President Madero to become president in 1913, in Huerta (Lincoln: University
of Nebraska Press. 1972). An important statistical view of political careers from 1900 to 1976 is developed by Peter
H. Smith, Political Recruitment in Twentieth‐Century Mexico (Princeton, N.).: Princeton University Press, 1979).
4
The best descriptive work for 1920‐ 30 is the detailed chronology provided in John W. F. Dulles, Yesterday in
Mexico: A cronicle of the Revolution. 1919‐1936 (Austin: University of Texas Press. 1961), but the period remains
open to analysis. The classic account in Ernest Gruening, Mexico and Its Heritage (New York: Century. 1928). An
interesting thread of inquiry involves the life of General Almazan which carries from the 19lOs through his rise to

To stop Obregon's rise in politics and certain presidential victory, Carranza tried to impose his suecessor
on Mexico. The ploy failed and Carranza was assassinated in 1919, thus opening the way for Obregon's
election in 1920.
President Obregon finally brought relative peace to the country by incorporating dissident generals into
the regular army. Zapata, who had remained in rebellion to call for land reform ever since he declared
himself against Madero in 1911, had been killed by Carranza's troops in 1919 and that left only a few
powerful leaders, such as Juan Andreu Almazan, to be co‐opted. Once incorporated into the regular
army, Almazan went into the construction business. With public works contracts awarded by Obregon
and subsequent presidents, Almazan began by building a model military base in Monterrey before
turning to road construction. Such co‐option not only brought peace to Mexico but also reconstruction
of the country's damaged economic infrastructure.
Obregon began the process of land reform slowly because his government did not receive U.S.
diplomatic recognition until 1924. Obregon's support for the formation of peasant leagues throughout
the country to petition for land in an organized way helped him remain in the presidency because, when
in 1923 some of his generals rebelled, he was able to mobilize the peasants against the dissident
military. This first success of the peasant leagues signaled the beginning of a peasant role in politics that
would expand in the 1930s.
With peace established again by 1924, Obreg6n and his successor in the presidency, Plutarco Elias Calles
(1924‐28), could proceed on a number of fronts not only to rebuild Mexico but also to frame new
institutions. Jose Vasconcelos, Minister of Education (19Zl‐24), firmly established a new role for
educators and stimulated the pedagogical contributions of Mexico's famous muralists, such as Diego
Rivera. Manuel G6mez Morin wrote the law for the country's first Agricultural Credit Bank (1925).
Calles established the government's administrative structure. The Banco de Mexico was founded, as
were the national commissions for roads, irrigation, and electricity. Calles, who increased the tempo of
land reform, found that implementing the constitution was quite problematic, especially to foreigners
(who feared losing their subsoil petroleum rights) and to foreign and domestic Catholics (who were
angered by limitations on the historical power of the Church in Mexico).
Facing the Cristero War (1926‐29) in which lay Catholics rebelled against the government after the
Church hierarchy ceased administering the sacraments in Mexico, Calles also had to contend with
rebellious generals in 1927 and 1929, the latter of whom were rumored to be trying to link up with the

military power in the 1920s, his role in building the railway link of "mainland" Mexico to the Yucatan peninsula, his
influence on the presidential election of 1940, and his role in building tourism after 1940. See James W. Wilkie. "E]
Complejo Industrial‐Militar en Mexico durante la Decada de 1930: Dialogo con el General Juan Andreu Almazan,"
Revista Mexicana de Ciencia Politica 20:77 (1974), pp. 59‐65.

Cristeros. In this complex situation, Calles maintained his power by (a) calling on the peasant leagues to
help do battle with rebellious soldiers, (b) toning down his rhetoric about the rights of labor over capital,
and (c) accepting the friendship of U.S. Ambassador Dwight Morrow.
Morrow convinced Calles that additional land not be expropriated without previous payment; in turn,
Morrow oversaw a softening in the U.S. position that Mexico was dangerous in its "drift toward
Bolshevisrn." Indeed, Calles moderated land reform, labor programs, and support of the Sandino cause
against the U.S. marines fighting in Nicaragua.
Morrow also tried to help end the Cristero War, but that work was undone with the assassination of
President‐elect Obreg6n in 1928 by a Catholic fanatic. Obreg6n had been convinced to seek peace with
the Catholics, especially because he was scheduled to return to the presidency after changing the
constitution to allow for his controversial presidential reelection following an intervening term.
To stifle any doubts that the assassination was religious and not political, Calles (who stood to gain most
politically if he did not have to give power back to Obregon), called for the creation of an Official Party of
the Revolution, which emerged in 1929 to represent all political wings among the so‐called
Revolutionary Family. Calles announced that he would never again seek the presidency.
Interim‐President Emilio Partes Gil (1928‐30) established the Official Party (Partido Nacional
Revolucionario), which was based upon the power of reo gional political bosses. In power fourteen
months (the time needed to nominate and elect Obregon's successor, Pascual Ortiz Rubio, for the period
1930‐34), Partes Gil defied Calles's main policy goal of merely espousing radical rhetoric.
With regard to revolutionary policy, Partes ignored Calles's wishes and mobilized the country to develop
a draft labor code, but it was aborted before it could finally implement the pro‐labor provisions of the
constitution. Even before Calles left for Europe in June 1929 to assess the world situation, for exampie,
Portes overrode his view that there was no need for labor activism. Calles had argued that the rights of
labor were protected by Luis Morones, who was not only the powerful boss of organized labor but also
former Minister of Labor under Calles. In theory the workers were protected, but in practice Morones
represented the quintessence of labor union corruption.
With Calles in Europe for seven months until December 1929,5 President Partes Gil acted freely,
especially pushing land reform. He and his Minister of Agriculture, Marte R. Cornez, refurbished the
image of Zapata, still considered by many to have been a troublesome bandit during the course of his
life. Partes and G6mez described Zapata as a heroic guerrilla who fought tenaciously for the right of the
peasants to own land. The monthly rate of definitive land distribution to ejidos rose to an average 1.4

5

Interview with Emilio Portes Gil in lames W. Wilkie and Edna Monzon de Wilkie, Mexico Visto en el Siglo XX;
Entrevistas de Historia Oral: Ramon Beleta, Marte R. Gomez, Manuel Gomez Morin, Vicente Lombardo Toledono,
Miguel Palomar y Vizcarra, Emilio Partes Gil, Jesus Silva Herzog (Mexico, D.F.: Distribuido par ellnstituto de
Investigaciones Econornicas, 1969),512

times the averages of Obreg6n and Calles combined, and the rate for persons benefited has never been
surpassed (Table 2).

Phase II. Ideology of Social Revolution,6 1930‐40
6

For a work which shows implicitly the complexity of events of the 1930s, see ibid. On politics, see Lyle C. Brown,
"General Lazaro Cardenas and Mexican Presidential Politics, 1933‐1940" (Ph.D. dissertation, University of Texas at
Austin, 1964). Also useful is the view on the Cardenas presidency in Nora Hamilton, The Limits of State Autonomy:
Post‐ Revolutionary Mexico (Princeton, N.J.: Princeton University Press, 1982). For the most important single
reference work on politics, see Roderic A. Camp, Mexican Political Biographies, 1935‐1981, 2d ed. (Tucson:
University of Arizona Press, 1982). See also Camp, Intellectuals and the State in Twentieth∙ Century Mexico (Austin:
University of Texas Press, 1985). Camp's most recent work is his insightful Entrepreneurs and Politics in
Twentieth∙Century Mexico (New York: Oxford University Press, 1989). Other views of industrialists are provided by
Dale Story, Industry, the State, and Public Policy in Mexico (Austin: University of Texas Press, 1986), and Betsy L.
Link, "Spirit of Entrepreneurship: Octaviano Longoria and the Rise of Industry in Mexico" (Ph.D. dissertation,

The limits to the political solution to Mexico's problems had become all too clear by the end of the
1920s. Not only was there a continuing difficulty in achieving peaceful transition between Mexican
presidents but also the U.S. politico‐economic model (which had provided a resistant force to new
socialistic and communistic models) seemed to have fallen along with the collapse of Wall Street in
1929. Calles ignored the climate of opinion that had so many politically aware Mexicans turning away
from the U.S. model to the Soviet model of development, which would also tend to support the
development of the ejido.
Although the Mexican economy entered a depression between 1929 and 1932 (Fig. I), Calles rejected
calls to adopt aspects of communalist models coming into vogue. His outlook on political economy was
strengthened by his 1929 travel to Europe, which proved influential for Mexico. The trip, which
effectively allowed Partes Gil to speed up land reform, spurred Calles to act against Portes Gil's
important agrarian program. Upon his return from Europe in December 1929, Calles argued that land
reform creates tiny parcels which cannot take advantage of mechanization and modem techniques. He
called for a halt to further land reform in Mexico.7
With regard to Calles's past record in land reform, as president he had undertaken to encourage small
farms while restoring land to the ejido or communityowned agricultural and ranching units which had
lost their holdings under Diaz. But Calles preferred only one of the ejidos' two manifestations. By law,
the ejido can be worked individually or collectively, and Calles favored the individual ejido wherein each
head of family (ejidatario) is allotted a specific parcel (with common land set aside for common use such
as meetings, sports, grazing, etc.) rather than the group ejido wherein farm and pasture land is worked
by all the people. For Calles, individuals working their own ejido plots were destined to graduate to the
status of peasant proprietors with their own titles.
Calles was especially critical of the ejido system for two reasons. First, in both of its forms the ejido is
community owned and cannot be sold or mortgaged, thus being ineligible for private bank credit.
Private banks require collateral in order to make loans, and Calles was more concerned than ever about
the lack of public funds available to supply credit.
Second, on his trip to Europe Calles was impressed by French small private farmers. He saw them as the
bulwark of France's stable development ‐the type of bulwark needed by Mexico.

University of California, Los Angeles. 1989); on the economy in the 1930s, see La industrialización Mexicana
durante la Gran Depresión (Mexico, D.F.: EI Colegio de Mexico, 1987).
7
See Eyler Newton Simpson, The Ejido, Mexico's Way Out (Chapel Hill: University of North Carolina Press, 1937),
pp. 89‐90 and 113 ff. On the history of land problems, see also Clifton B. Kroeber, Man, Land, and Water: Mexico's
Farmlands Irrigation Policies, 1885‐1911 (Berkeley: University of California Press, 1983); Paul L. Lamartine Yates,
Mexico's Agricultural Dilemma (Tucson: University of Arizona Press. 1981); and Jeffery Brannon and Eric Baklanoff,
Agrarian Reform and Public Enterprise in Mexico: The Political Economy of Yucatan's Henequen Industry
(Tuscaloosa: University of Alabama Press, 1987).

Having returned to Mexico for the early 1930 inauguration of President Ortiz Rubio, Calles was
determined to reassert. his authority. As the Strong Man of Mexico, he imposed his will upon a
compliant President Ortiz Rubio. Calles ordered land reform to be terminated within a short time, and
Ortiz Rubio called for state agrarian commissions to finish their work and dissolve themselves within
months.
But with economic conditions reaching a trough in Mexico by 1932, when CDP declined by nearly 15
percent (Table 3), Calles soon realized that if the Official Party were to remain in power he would have
to cede to its left wing. Forcing Ortiz Rubio from office in 1932 after only 2.5 years, Calles named a
temporizer as interim‐president, Abelardo Rodriguez. Although Rodriguez halted strikes on the grounds
that they disrupted the Revolution, he eliminated the time constraint on completing land reform. Most
irnportantly, he facilitated the naming of Calles's choice for president from 1934 to 1940‐Ceneral Lazaro
Cardenas.
The Calles decision about whom to name president was somewhat constrained. Needing to appeal to
the left wing of the Official Party and to choose a general with whom he could work to establish a stable
political system, Calles selected Cardenas, his protege, Cardenas not only had the advantage of Calles's
support but the additional advantage of being a hero of the left, which was impressed with his reforms
as governor of Michoacan from 1928 to 1932. There Cardenas had organized workers and peasants to
improve their conditions, and did not follow Calles's order to halt land reform.

Although Calles thought Cardenas would be a deferential president, Cardenas immediately accelerated
land reform, and he allowed labor to use the strike as a political weapon to take over factories. When
those policies brought Calles's wrath, in 1936 Cardenas expelled Calles and Morones from Mexico.
To solidify support, Cardenas created a giant new labor central organization under Vicente Lombardo
Toledano; at the same time Cardenas won the peasants to his cause by stepping up monthly definitive
actions distributing land to eiidos at a rate more than double that under Portes Gil (Table 2). Using the
labor and peasant sectors to counterbalance the power of the military, he reorganized the Official Party
in 1938 as a Mexican Popular Front.
Drawing from European models, Cardenas's Partido de la Revolución Mexicana (PRM) shifted from the
base of regional political bosses to a corporate system with four sectors: labor, peasants, military men,
and popular sector representatives. A major sector omitted was the private capital group which wielded
the real economic muscle of the country. Cardenas required that this group organize into chambers
representing its components (such as commerce, manufacturing, etc.) in order to consult with the
government. With many interest groups to mobilize, Cardenas effectively neutralized the military as the
key decision maker in Mexican politics.
Yet Cardenas did not organize monolithic political sectors. Thus, he prevented Lombardo Toledano from
merging his labor sector with the peasant sector, and he sought to prevent anyone faction in each from
becoming too strong. That the private capital group would not emerge in monolithic form is illustrated
by the role of the manufacturers component. Within the Confederación de Carnaras Industriales
(CONCAMIN), a subcomponent of small manufacturers organized to form the Camara Nacional de la
Industria de Transforrnacion (CNIT). While CONCAMIN traditionally was dominated by interests who
could generate credits on their own and thus sought to restrain broad activity by government
intervention in the economy, CNIT's interests tended to be those of newer firms which, concerned about
competition from foreign capital, also lacked the ability to generate adequate credit, and therefore
favored broad government economic intervention.8 These opposing views within the private capital
sector gave the government much leeway to expand the role of state policy.
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Meanwhile, Cardenas resolved the problem of the Catholic Church's continuing challenge to the
Mexican state. The Church was attempting to defeat two programs of the Ministry of Education. The
first involved so‐called sex education dating from the early 1930s; the second involved so‐called socialist
education begun by Cardenas. The very titles of the programs sparked Church enmity, but Cardenas
strongly favored both as part of his plan to teach the masses about their situation in life, his goal being
to enable them to make more effective demands so that Mexico could eventually become a socialist
country.

By the middle of his presidency, Cardenas sacrificed these educational programs for several reasons.
Because the population was still two‐thirds illiterate in the 1930s, the program depended upon highly
sophisticated teachers, few of which existed. Also his ability to retain power was being severely tested
by multiple economic problems, including disruptions in the countryside as land reform proceeded,
confusion in the cities as strikes cut off even electricity, and impending trouble with the foreign‐owned
oil companies.
Therefore, Cardenas was willing to develop a new Church‐state relationship that would allow each to
tacitly support the other. This arrangement was made possible when the bishop of Michoacan, Church
moderate Luis Martinez, became archbishop of Mexico in 1937. Cardenas and Martinez had coexisted
peacefully when Cardenas had been governor of Michoacan, and both laid the basis for an implicit
Church‐state reconciliation that has lasted to the present. Although the anticlerical provisions of the
Constitution of 1917 remain, they are purely symbolic and are not enforced. Leaders of both sides have
moderated their language as trust has replaced distrust in Church‐state relations.9
Cardenas resolved problems with the Church at an opportune moment because in 1938 he had to turn
his attention fully to problems with the foreignowned oil companies. In a confrontation over the amount
of wages paid to workers, Cardenas nationalized the oil companies. The Church hierarchy backed that
action just as it would the nationalization of the privately owned banking system in 1982.
Cardenas now faced new political problems, however, because the right wing within the Official Party
did not like the socialistic direction Mexico was taking. General Almazan broke with the PRM to run for
the presidency in 1940 and could count on support from such widely different groups as the Sinarquistas
(far right lay Catholics who claimed Mexico was falling into anarchy) and former supporters of General
Saturnino Cedillo (who in 1938 unsuccessfully led Mexico's last military rebellion reputedly instigated by
the former owners of the oil companies).
By the late 1930s Cardenas realized that immediate social benefits for the masses would not solve
Mexico's long‐term problems. Even as he began government loan and subsidy programs to help private
industry expand under government supervision, he chose a moderate to follow him in the presidency. In
the bloody contest of 1940, Cardenas's candidate, moderate Manuel Avila Camacho, was elected for the
term from 1940 to 1946.
Phase III. Ideology of Economic
Revolution,10 1940‐60
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With Avila Camacho in the presidency, General Almazan, who had lost the election of 1940, did not
rebel as he had promised; rather, he retired to Acapulco where he pursued his construction business by
building the port city's first luxury hotel and establishing the basis for the emergence of Mexico's tourist
industry. Tourism would be aided by the onset of World War [I; no longer able to travel to Europe, the
U.S. elite discovered Mexico by air and the middle class followed by auto in the 1950s until they too
were affluent enough to travel by air beginning in the 19605.
Mexico's industry also benefited from World War II. Mining production and industrial output were
guaranteed export to the United States. Prices were pegged low as part of Mexico's contribution to the
war effort, but in turn the United States bought most everything Mexico could produce. The resulting
boom in the economy brought about an industrial revolution that absorbed governmental energies.
Cardenas himself, who served as Minister of War under Avila Camacho, believed that the land reform
had been completed by the time he left office. Indeed over 40 percent of the agriculturally employed
population had received land from the government so the country was free to turn from agriculture to
industry.
The political framework for this shift was dictated by President Miguel Aleman, who in 1946 modified
the concept of Revolution by reshaping the Official Party as the Partido Revolucionario Institucional
(PRI). Institutionalization deemphasized party militancy by downplaying the role of labor and eliminating
the military sector. Henceforth civilians, mainly lawyers, would focus on development of the economic
infrastructure, conferring on private investment the task of industrializing the country. The
"revolutionariness" of the Official Party now incorporated Economic Revolution.
Under presidents Aleman (1946‐52)and Adolfo Ruiz Cortines (1952‐58), nation building emphasized
construction of dams and hydroelectric and massive irrigation projects, instead of land reform. The
expanding road and rail network provided further infrastructure for the development of a heavily
protected industry, which set the pace for steady growth in CDP (see Table 1).
This era of ideology stressing economic development looked for its ideas, capital, and technology in
close relations with the United States. During this "Era of Cood Feeling" between the two countries,11
both nations were disposed to resolve problems rather than create them. With Mexico's liberal
investment laws, U.S. companies rushed to Mexico where they could become co‐owners with Mexican
capital of factories producing for a captive market. As the Handbook for the Foreign Investor, published
about 1960, put it:12
11

See Howard F. Cline, Mexico: Revolution to Evolulion, 1940‐1960 [New York: Oxford University Press, 1963), pp,
304‐398 and passim.

12

John Morris Ryan, ed., Handbook for the Foreign Investor in Mexico, 2d ed, (Mexico, D.F.: John Morris Ryan,
n.d.), pp. 13 and 16‐19.

Today ... Mexico is one of the three most stable nations, politically and economically, in the Western
Hemisphere. The years of violent revolution, from 1911 to 1921, ended almost forty years ago. The
subsequent period of economic unrest was over before the Second World War. ...
Individuals or countries afflicted with an "inferiority complex" are likely to behave in illogical and
unpredictable ways. National confidence is an asset to the foreign investor. A feeling of insecurity makes
nations very touchy about foreign influence and makes it very easy to enlist popular sentiment against
foreign firms. In a nation that has gained confidence in its own destiny, this danger to foreign capital is
no longer present.
In Mexico, concern about possible discrimination against foreign capital tends to be minimized by the
growing number of joint foreign and Mexican enterprises. Where foreign and Mexican investors are
associated in joint ventures, there is little incentive to this sort of discrimination,
Coming to Mexico, the foreigner discovers that investments which appear to meet every criterion of the
conservative investor nevertheless yield high returns. They are suspicious and incredulous .... Actually
there is no mystery and no inconsistency between low risk and high return ... Where capital is in short
supply compared with demand in the form of promising investment opportunities, there is nothing
illogical about a situation which offers high returns with safety.
The Handbook went on to show (p. 16) that the share of government investment in total investment
(private plus government) was 39 percent in 1953 compared with 34 percent in 1958. In indicating that
"the principal function of government ownership in Mexico today is not to compete with private
enterprise," the Handbook reminded readers that there was "no shortage of opportunities for private
initiative," investment being closed to Mexicans and foreigners only for petroleum; limited to Mexicans
for inland transport, fishing, bottling, radio and cinema, and advertising and publishing; and excluding
more than a 49 percent foreign investment in a few cases.13
The ideology of Economic Revolution involved the policy of stabilizing development, that is, economic
growth that was neither too fast nor too slow. Monetary policy offered the means to this end, with the
peso stable and inflation low. From 1954 to 1976 the peso was pegged at 12.50 to the dollar, with
inflation averaging an amount low for Latin America about 6 percent yearly (Table 3, Part I).
Under the policy of stabilizing development, Mexico encouraged private and foreign capital to substitute
goods manufactured in Mexico for imported goods, the government imposing high tariffs to protect
Mexican private industry to which it extended subsidies. When foreign capital was not willing to
cooperate with Mexico's private sector in joint ventures, the government either did so or encouraged
domestic and foreign industrialists to join in developing the country's manufacturing base.
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At the same time, political stability was encouraged as the Official Party entered into implicit alliances
with various socioeconomic sectors in Mexico. Tacit pacts had been developed with sectors since the
Cardenas era in order to create the basis for the Official Party, and, as the economy grew, the number of
pacts expanded (more fully discussed below). For example, manufacturers enjoyed the privilege of
exemption from import taxes on needed equipment. The government's selection of whom to grant (or
not to grant) such permits gave it leverage to gather private support of the Official Party, as did the
selection of who would receive credits and subsidies to build plants and distribution networks.
Increasingly rapid population growth spurred the economic expansion of Mexico after 1940. World War
II hastened the development and marketing of miracle drugs such as penicillin, which soon meant the
control of many diseases and a declining death rate. The advent of modern refrigeration permitted

the development of the tropics, which had remained unfit for habitation until the introduction of sulpha
drugs in the 1930s.

Where population had fallen during the 1910s from 15 to 14 million after a decade of civil war that
either killed people or forced them to leave Mexico, by 1930 the population had regained its upward
trajectory, reaching 17 million. In 1940 the total was 20 million, increasing to 26 million in 1950. By 1960
the population reached 36 million‐double the 18 million figure which Cardenas believed in 1935 was too
low to achieve dynamic national growth. Indeed. by 1970 when the total reached 51 million, the
population was growing faster than the country's ability to supply services and create jobs. Although
new population policy established plans to slow the growth rate (discussed below), Mexico's population
reached 69 million in 1980 and may, perhaps. reach 84 million in 1990.
Although the benefits of Economic Revolution were supposed to slowly trickle down to the masses, the
results were mixed. On the one hand, the Social Poverty Index for Mexico showed much improvement.
It had stood at 56.9 percent in 1910, but improved to 46.0 percent in 1940 and to 33.1 percent in 1960
(Fig. 2). The decrease in social poverty meant that Mexico's masses were prepared to mobilize in a
sustained way for the first time. On the other hand, income distribution seemed to become increasingly
unfair.
By the end of the 1950s, the gap in income distribution led to a strong demand for change in
government policy. The impetus for change came from the masses as well as the new generation of
university graduates. The tremendous expansion in the number of university students begun under
Aleman meant the rise of the first large base for articulate social criticism in Mexican history. Thus, in a
1960 book titled La Distribucion del Ingreso y el Desarrollo Económico de México published by the
National School of Economics, Ifigenia M. de Navarrete argued that the incomes of the poor and middle
class had fallen from 48 percent to 43 percent of total income between 1950 and 1957.
Demand for change in government policy coincided with events in Cuba after 1959 where Fidel Castro
undertook to put the social aspect into the process of development, which for so long had been
dominated by economic theory. Former president Cardenas demanded deemphasis of Economic
Revolution.
Phase IV. Ideology of Balanced Revolution,14 1960‐ 70
In the early 1960s Cardenas seemingly threatened to break with the Official Party as he sought to rally
Mexico behind Cuba in its struggle with the United States. In reality Cardenas was merely organizing the
left in Mexico to pressure the Official Party to shift away from the ideology of Economic' Revolution.
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Reiterating his loyalty to the Revolutionary Family, Cardenas praised its "discipline" in deciding matters
inside the Official Party‐discipline which had long since made General Saturnino Cedillo's 1938 attempt
to overthrow Cardenas the last such move. Like most Mexicans, Cardenas knew that the Cuban
Revolution was not a suitable model for Mexico, which had developed a socially responsible constitution
even before the Russian Revolution of 1917.
To make the transition from overt Economic Revolution, the PRI had broken with its tradition of
selecting presidents from the Ministry of War (through 1940) or from the Ministry of Interior (through
1952) and had chosen as its standard bearer for the term from 1958 to 1964 the Minister of Labor,
Adolfo Lopez Mateos (ALM). The choice was made with the realization that the PRJ would be hard
pressed to continue to contain strike activity, which it had done so successfully after 1940.
Labor strife broke out with pent‐up explosiveness in 1958. Major strikes that year and for the next
several years led by railroad, telephone, and telegraph workers as well as by teachers, for example,
seemed to mark the end of "Permanent Revolution." ALM's response was two‐pronged. He offered new
benefits to workers, including the implementation of profitsharing programs which were promised in
the constitution of 1917. Workers who continued to strike rather than accept benefits were jailed.
To win over critics of the PRJ, ALM called for a shift from the economic phase of Permanent Revolution
to the phase of "Balanced Revolution." He promised to balance economic factors with social and
political ones. Industrial subsidies were continued by ALM, who also emphasized land reform, which he
pushed to the highest monthly activity since Cardenas (Table 2, above). While stressing expansion of
tourism to meet his goal of one million persons (see Table 4), ALM moved to reform the political system.
He made provisions for opposition political parties to win elections without costing the PRI victories. The
political answer has been simple: an opposition party is entitled to one at‐large seat in the country's
Chamber of Deputies for each percentage point it wins in the national vote for deputies, providing that a
minimum share is reached, as discussed below. Nationalization of the foreign‐owned electricity industry
in 1960 helped to establish ALM in the pantheon of Revolutionary Family heroes before he turned over
power to his successor.
The new president, Gustavo Dfaz Ordaz (GDO), served from 1964 to 1970. His programs emphasized
continued state support of private business and an expanded parastate sector. Simultaneously, GDO
continued to distribute land to ejidos at a fast pace, surpassing Cardenas's resolutions per month and
approaching his definitive actions. He has the fourth best presidential record for persons benefited.
However, his programs were overtaken by events in 1968

when students in Berkeley, New York, Paris, and Tokyo made non‐negotiable demands for a voice in
national political decision making and condemned the United States for its "criminal" war in Vietnam.

Mexican students were not to be outdone. University and preparatory students added to the
internationallist of nonnegotiable issues their own demands that:
1. the universities be opened to the popular sector regardless of formal entrance requirements;
2. abusive police be fired;
3. the government cease "wasting" funds on building a subway in Mexico City and divert that money
instead to help solve the problems of the rural poor;
4. the government resist "U.S. imperialism";
5. the government agree to these demands or face student disruption of the Olympic Games scheduled
for October 1968 in Mexico City.
Failing to realize that the essence of politics is negotiation, the students amassed several hundred
thousand persons in successive protest parades through downtown Mexico City.
To stop this heretical protest against the Official Party, which claimed that the students were too
immature to understand the costly gains of the violent period of the Permanent Revolution, on October
2 the government cracked down at the Plaza of the Three Cultures where thousands of students
gathered in defiance of a government ban on their assemblies. Who opened fire first, skittish soldiers or
student snipers seeking to create martyrs to the cause, is unclear, but the soldiers killed between 50 and
600 students and confiscated a huge student arms cache. Even as the Official Party maintained its power
at the high political cost of undermining in 1968 much of the democratic political credibility that it could
ostensibly claim, the economic underpinning of Balanced Revolution was in trouble. Beneath the surface
of economic growth and rising urban prosperity, the Official Party's monetary policy had put the
country's exports at a price disadvantage, deemphasizing exports and promoting imports by consistently
overvaluing the peso. (The historical value of the peso is shown in Table 3.) The stage was set for the
shift away from "stabilizing development."
Phase V. Ideology of Statist Revolution,15 1970‐82
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Political Stage,16 1970‐76
The secretary of interior who had crushed the student revolts in 1968, Luis Echeverria Alvarez (LEA),
became president of Mexico for the period from 1970 to 1976. Upset at having been named as CIA
contact "Litempo‐14" by former CIA officer Philip Agee in his 1975 expose of CIA activities in Latin
America, LEA was also determined to live down his role as chief of internal security at the time of the
massacre at the Plaza of the Three Cultures. Too, he seems to have seen himself as a sympathizer of the
leftist labor leader Vicente Lombardo Toledano, who had helped make the Cardenas programs
successful in the 1930s. Therefore, LEA opened the government to young, recently graduated
intellectuals, some of whom, like Porfirio Munoz Ledo, had studied in Europe and favored increased
state power, to be used to combat imperialism and dependency relations among nations.
LEA's youthful appointees proceeded to undertake a legal revolution that attempted to "regulate" the
foreign role in the economy and foreign transfer of technology. The LEA group considered private
investments in Mexico, be they national or foreign, as making too great a profit {the high profit
defended by the Handbook for the Foreign Investor in Mexico, above), and LEA saw those high profits as
contributing to income inequalities. He believed that with a booming economy, Mexico had enough
power and experience to bring the private sector under government control, expand the role of the
state (which would manage investments for the good of the nation rather than for a few stockholders),
and redistribute the national income more equally. In short, LEA and his group believed that it was time
for Mexico to shift from "stabilizing development" to "shared development" in which the benefits of an
expanding CDP would be distributed to the masses under the aegis of the state. Too, LEA felt that his
government had to create jobs at a faster rate than was possible under the policies of stabilizing
development.
Beyond establishing himself as a distinctive president of Mexico's Permament Revolution, LEA assumed
the ideological stance that he had lacked in order to establish himself as Mexico's first
internationalleader. True, Cardenas had played a brief role on the world stage when he became the only
leader in the Western Hemisphere to support the Spanish Republic against Franco, but LEA's group
could argue that Cardenas's actions were more humanitarian than political.
In 1973 LEA took his "political and moral" concerns about development of the Third World to the Club of
Rome, a private group of 85 influential intellectuals and international businessmen holding its fifth
meeting to assess the limits of economic growth. LEA argued that if the Club's call for limited growth
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were implemented without taking into account the Third World's disadvantageous position in the global
economic scheme, the Third World would be frozen into an unfair distribution of international income.
LEA won support from the Club of Rome for his Charter of the Economic Rights and Duties of States,
which established a framework for protecting nationalistic economic policies in the Third World and for
preventing exploitation by multinational companies while assuring fair and stable prices of raw
materials. Although the Charter was approved by the United Nations in 1974 with a vote of 120 in favor
and IO abstentions, it was opposed by 5 key industrial countries led by the United States.
With regard to Western Hemispheric development policy, in 1975 LEA founded (with President Carlos
Andres Perez of Venezuela) the Sistema Economico Latinoamericano (SELA). The goal of SELA is to
integrate Latin America economically and to counter the influence of the U.S.‐dominated Organization
of American States.
By turning away from the United States and by backing a series of laws drafted to control U.S. influence
in Mexico, LEA argued that Mexico could overcome dependence upon U.S. foreign investment, U.S.
tourism (2 to 3 million visitors yearly), and U.S. trade (two‐thirds of which had been with its northern
neighbor). Laws were passed, for example, to control the importation of technology and patents,
register foreign investment, require Mexican majority shareholding in foreign‐owned companies, and
strictly control foreign residence in Mexico. To show internationally Mexico's revolutionariness, LEA
opened Mexico's doors to defeated guerrillas from other Latin American countries and to the former
leaders in the Salvador Allende government overthrown in 1973 by General Augusto Pinochet.
Arguing that Mexico's own economy had been too long distorted by conservative monetary policy, LEA
moved to increase Mexico's external debt and the amount of money in circulation to stimulate domestic
policy in favor of the masses. The resulting inflation ended the peso's stability vis‐a‐vis the dollar (Table
2).
Claiming that Mexico was finally strong enough economically to divert resources into income
redistribution, LEA said that he would halt economic growth if that was what was necessary to finally
help Mexico's financially poverty‐stricken population. In any case, while LEA stopped governmental
investment to develop a national plan for economic growth, the economy declined. Panicking at the
result and realizing that the national plan that emerged was so general as to be useless, LEA accelerated
public investment and overheated the economy. This indecisive policy of turning government
investment off and on continued in alternate years and created a chaotic situation for Mexico, especially
as LEA expanded the public sector by doubling the number of decentralized agencies even as he tried to
bring all of them under central government control in order to double the power of the presidency.
Given the increasing economic confusion, the private sector and LEA soon confronted each other.
Fearful of the results of contradictory investment and governmental organizational schemes, and to
successfully block LEA's plan for tax reform, the private sector began to shift funds out of Mexico to
protect itself against the inevitable devaluation of the peso. Infuriated, LEA claimed that the private

sector was engaging in un‐Mexican activities in order to destabilize his government. LEA's declarations
further alienated the right wing of the Official Party and the chambers of commerce and industry which
advise it.
LEA's conflict with and attempts to regulate domestic and foreign capitalists, however, did not win him
the support of Mexico's left inside or outside of the PRI. In spite of LEA's support of Castro and the
Allende group and appeals to Mexico's left through his woeful understanding of economic theory, the
left thought that LEA had not gone far enough in creating a statist system.
Further, LEA could not live down the massacre of 1968 as he now moved to defeat the students who
had been forced underground and into guerrilla activity. To LEA's embarrassment, ultrarightists in the
government employed paramilitary groups to seize the initiative against the "left." When students
protested, justifiably, the fact that many students remained jailed or had disappeared after their arrest
in 1968, the paramilitary group visciously attacked them on June 10, 1971, beating or killing without
mercy. LEA's own strategy was to focus on combating guerrillas who had set up armed refuges in the
countryside. To sway the peasants, LEA pumped funds into labor‐intensive rural road building, but his
leftist critics remarked that those roads destined to integrate the rural sector had another function‐at
their termination point the military was building helicopter pads to deploy troops rapidly against the
guerrillas. LEA's political programs lacked support from either the far left or the far right even as they
alienated the middle and upper classes which considered his policies to be erratic and leading the
country toward economic disaster.
LEA's economic problems were compounded when OPEC's shocking increase of petroleum prices in
1973 cost Mexico dearly because production by the state oil company (PEMEX) had not satisfied
demand since it was created in 1938. By 1947 Mexico was importing almost as much oil as it was
exporting. Starved for funds because the government had kept the cost of oil and gas low for consumers
in order to control inflation and assure low‐cost food and transportation for the masses, PEMEX did not
have the resources to explore and modernize production. Stung by the need to import oil at high cost
(and by the need to import more than it exported between 1971 and 1974), LEA pushed expansion of
PEMEX. With the increased value of oil, LEA decreed in 1974 an increase in domestic prices charged by
PEMEX (the first in fifteen years), and development could begin in earnest.
In developing the oil industry LEA was reluctant to use Mexico's black gold as a weapon for direct export
expansion that could help U.S. industry. He felt that the oil should fuel Mexico's own industrialization
and indirect export expansion through manufacturers, as California gold had done for the United States.
Although increased oil production did bring rich rewards from world sales, it required increasing
Mexico's foreign debt to provide the investment funds needed by PEMEX. In spite of oil investment
credits flowing into Mexico and Mexico's own printing of money, LEA insisted on holding the peso at 125
to the dollar, causing inflation.

Further economic problems arose in 1975 when Mexico voted in the United Nations with the Arab bloc
to declare Zionism as racism. The U.S. Jewish community undertook a very effective boycott against
tourism to Mexico which did not end until Mexico apologized.
With economic problems mounting in 1976, LEA desperately sought a propaganda coup to secure his
place in history. To cast himself in the Cardenas mold, LEA increased the definitive rate of monthly ejidal
land distribution to an amount exceeded only by Cardenas and Diaz Ordaz. (See Table 2.)
Further, LEA made a dramatic expropriation of land in northwest Mexico, which ironically backfired
because large numbers of day laborers claimed that the implementation of the inefficient ejido system
would cost them their jobs on the large export‐oriented farms being expropriated. Many had long
before abandoned their ejidos which soon became too small for the extended families which generation
by generation grew larger than the fixed land size could support. Others had left ejidos because they
could no longer tolerate the corruption of "elected" ejidal leaders, who used their power to entrench
themselves, favor their cronies, and exploit the mass of ejidatarios who in effect became day laborers
working for subsistence wages and who lived without hope for advancement. In a logical new alliance,
day laborers joined with large landowners against the discredited ejidatarios who, if they won the land,
would not only throw thousands of day laborers out of work but also would fail to produce the food
needed for export or to feed Mexico's rapidly growing urban population (cities over 35,000), which had
gone from 11.0 percent in 19 IO to 40.1 percent in 1970.
If LEA hoped to keep the rural labor force in Mexico instead of seeing much of it move to the United
States, his land policy in northwest Mexico was counterproductive. Although he had hoped to achieve a
new temporary‐labor pact with the United States to control the flow of Mexicans across the northern
border (the pact of 1942 had expired in 1964), LEA did not choose to go ahead with the pact after the oil
discoveries because (among several reasons) he feared that in return for fair treatment of Mexican
workers he would have to bargain away Mexico's oil at low prices. In any case, in the complexities of
Mexico's situation, out‐migration of workers has meant that the United States has served as Mexico's
escape valve for the unemployed and underemployed, a reality that would have to continue until (and
perhaps beyond) the U.S. attempted to control its borders through the Immigration Reform and Control
Act of 1986.
With regard to demographic issues, LEA's Law of Population Control gave the government authority to
encourage smaller families and to slow Mexico's population growth rate, which had reached 3.8 percent
yearly during the 1960s. The government supported family planning programs which helped to reduce
the population growth rate to 2.8 percent during the 1970s. Population control came too late, however,
and by the 1980s between 800,000 and one million persons were entering the job market each year.
Given such a tremendous expansion in the labor force and his own fitfull investment policies, LEA did
not create a Shared Revolution but Statist Revolution, which did less to benefit the nation and the
nongovernmental sectors than it did to benefit the government sphere. While the latter benefited with
ever higher salaries, the masses were not so lucky. Although in the short term, minimum wage levels

had outpaced the inflationary policy favored by LEA and his successor, by the 1980s the reverse would
come true with a vengeance.
In running the state, LEA was handicapped compared with his predecessors because he could not
pretend that projected expenditures were the actual expenditures, as had been possible prior to my
book The Mexican Revolution: Federal Expenditure and Social Change (1967 and 1970).17 Whereas actual
expenditures of presidents after 1940 had risen from an average of 35 to 83 percent more than
projected amounts (Fig. 3), LEA reduced the difference to 22 percent. (The difference fell to 19 percent
under LEA's successor.) Both LEA and his successor used the budget to continue support of private and
parastate industry.
LEA's break with the policy of stabilizing development is clearest in his monetary policy, which
established the trend into at least 1988. The long‐term change in the M1 money supply shown in Table 5
is revealing. (M1 = currency held outside banks + demand deposits held by the private sector.] During
the 21‐year period of stabilizing development (1955‐76), yearly growth of the money supply exceeded
14 percent only twice‐1955 and 1964, when it reached 19.8 percent. After 1972 LEA stepped up
monetary emissions to a growth rate of almost 22 percent during his last four years in office. His
successor was even less restrained, accelerating the growth in M1 by 27 percent in 1977 and to the
thirtieth percentile until 1982, when the rate of increase went up to nearly 44 percent.
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During the last four years of LEA's term, accumulated statist activity had resulted in consumer price
inflation averaging 20 percent for December. This meant that in 1976 LEA had to devalue the peso from
12.50 to 20 per dollar (Table 3, Part Ill). LEA's legacy of increased money supply, inflation, and
devaluation was to be expanded upon in the following presidential term. He and his successor denied
that this legacy would harm the economy.

The Economic Stage of Statism,18 1976‐82
Jose Lopez Portillo (JLP), who served as president from December I, 1976, through November 30, 1982,
took Mexico to its apogee in statism. As part of that trajectory, he increased MI by an average of 34.4
percent (Table 5), setting off a six‐year average inflation rate for December of nearly 36 percent.
Ironically, JLP was at first welcomed by Mexico's private sector to enter into an Alliance for Production
with the government.
As a corollary to the Alliance, in 1981 JLP signed a new land reform law that legalized cooperation
between private and communal farmers‐the first law aimed at helping ejidos obtain the private capital
needed to help them become productive. Given the credit needs of Mexico, the government has never
been able to supply the credit needed by the ejidal sector, which is prohibited from mortgaging its lands
and hence ineligible to receive private loans. Cooperative farming using private capital and ejidal
workers provides a way to circumvent the bottleneck in eiidal credit.
To stimulate the economy, JLP adopted some of LEA's policies. On the one hand, he rejected LEA's
concern about exporting oil to the United States and expanded sales rapidly in order to stimulate the
economy and create jobs. On the other hand, he followed LEA's lead in using the prospect of Mexico's
seemingly inexhaustible supply of petroleum to attract foreign loans needed to expand oil production
and public and private industry.
JLP also followed LEA's policies of developing tourist growth poles, continuing to invest in Cancun, Cabo
San Lucas, and Puerto Vallarta. Interested in modernizing facilities in Acapulco, Mazatlan, and
Zihuatenejo, JLP opened Ixtapa as a twin resort to enhance development of the Zihuatenejo area.
JLP's contribution to the development of economic growth poles for Mexico originated in his plan to
gain the confidence of the private sector. JLP invested in seventeen regional growth poles based in
twenty new industrial cities: three in Baja California; two in Guanajuato; and one each in Aguascalientes,
Coahuila, Durango, Guerrero, Ialisco, Hidalgo, Michoacan, Nayarit, Nuevo Leon, Queretaro, Tabasco,
Tamaulipas, Tlaxcala, Yucatan, and Veracruz. Growth did not come easily, however, and the plan to
make such places into industrial growth was hampered by the lack of such basic infrastructure as a
commercial aiport; many important cities in Mexico lack a commercial airport (such as Puebla) or
acquired one only recently (such as Zacatecas, 1983).
The real external debt of Mexico (public sector plus private sector debt) has not been easy to analyze
because every few months the government seems to revise the series upward, as can be seen by
comparing data in parts I and II of Table 6. The latest revision (upon which I base my calculations in part
II) shows that the total in 1971 stood at 16.8 billion in standard dollars of 1980, and reached 37.1 billion
under LEA by the end of 1976, an unprecedented 121 percent increase, which the Official Party had
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difficulty justifying. By 1982, under JLP, Mexico's external debt increased to 79.3 billion or 114 percent
(Table 6).
While the real foreign debt was expanding 4.7 times under LEA and JLP, their publicists continued to
deceive most Mexicans and foreigners alike (as had presidents since the 1960s) into believing that the
country's biggest source of revenue was income taxes. The truth was, however, that Mexico had come
to look upon foreign loans as a form of normal revenue; loans became far more important in the
Mexican budgetary scheme than income taxes.19
If oil prices had continued to increase from 35 dollars to 50 dollars a barrel as expected, given the fran‐
Iraq War (1980‐88), Mexico would have been able to service its foreign debt. But OPEC's 1979 increase
in oil prices (which compounded the problematic increase of 1973) meant that the world had to absorb
that arbitrary rise in energy costs, causing the subsequent weakening of oil prices that continues to
plague Mexico into the present.
With the recession in world economic output beginning in 1980 and the impact in 1982 of a long‐term
shift by industrialized countries from import of raw materials to development of synthetic materials,
Mexico suffered a concomitant decline in prices for most of its export commodities. Mexico's export
price index, which had reached at least a twenty‐year high in 1981, experienced dramatic decline (Table
7). The export price index fell almost 26 percent in 1982 and another 37 percent by 1988.
In the meantime, the government's policy of shared development (with which JLP had associated
himself as Secretary of Treasury under LEA) would follow two equally disastrous economic tracks. First,
public sector employment exploded by 82 percent in the eight years from 1975 to 1983 (Table 8). From
the time of LEA through JLP and into the first year of Miguel de la Madrid Hurtado, positions for central
government and parastate workers increased from 2.2 million jobs in 1975 to 4.0 million in 1983.
Whereas 14 percent of the positions were located in the public sector in 1975, that total was 20 percent
by 1983. While the public sector's total contribution to GDP rose from 15 percent in 1975 to 26 percent
in 1983, its share in Mexico's total salaries rose from 30 percent to 40 percent.
Second, the government ignored the need to drastically devalue the peso in order to discourage
Mexican shopping trips to the United States and to encourage Mexican exports. Rather, the government
only gradually devalued the peso, thus giving cause for Mexico's middle class (a bout 31 percen t of the
work force by 1980) and upper class (about 6 percent in 1980) to live on the dollar standard. Even the
lower class (some 64 percent by 1980) knew that it was safer to save dollars than pesos amid the heady
inflation and exploding economy under JLP. Mexicans paid less for electronic goods and manufactures
with dollars in the United States than with pesos in Mexico, where import tariffs further complicated
purchase prices. The growing Mexican middle class was able to take several foreign vacations a year for
buying sprees. Domestically, Mexicans took advantage of nominal interest rates which lagged behind
inflation, allowing them to purchase real estate at a negative or low real interest rate.
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As a consequence of such distorted monetary policies, Mexican industrial output had a declining
consumer base even as the CDP shown in Table 1 averaged 8.4 percent in real growth between 1978
and 1981. This was one of the highest growth rates in the world, Japan averaging 4.4 percent and the
United States and West Germany only 2.5 percent during those four years. By 1982, Mexico could no
longer service its debt and declared an internal ernergency which involved freezing dollar bank accounts
and converting them into peso accounts as well as devaluing the peso to 150 to the dollar. Trying to
avoid leaving office in total disgrace, finally JLP nationalized Mexico's commercial banking system and
restricted payments on Mexico's private and public debt. Although the private sector was furious about
the nationalization of the banks and the loss of easy peso convertibility into dollars, JLP's program saved
it from bankruptcy‐the private sector could not have paid its debts.

CUADRO 7‐6
PARTICIPACION DEL SECTOR PUBLICO EN EL TOTAL DE LAS
REMUNERACIONES Y DEL PERSONAL OCUPADA, 1975‐1983
Año

% de Total de
% de Total
Remuneraciones Empleados1
1975 29.8
14.0
1976 30.7
15.1
1977 31.5
15.3
1978 31.9
16.8
1979 32.1
16.4
1980 33.6
17.0
1981 35.5
17.5
1982 37.6
18.7
1983 39.6
20.4
1. Un empleado puede tener más de un puesto; excluye asesores “especiales” (especialmente
“aviadores” que llegan al lugar de trabajo solo a cobrar su cheque).
Fuente: Instituto Nacional de Estadística, Geografía e Informática, Participación del Sector
Publico en el Producto Interno Bruto de México, 1975‐1983. (México, D.F, 1984), p.5

Phase VI. Restructured Revolution, 20 1982‐
Economic Stage, 1982‐88
Taking office for the period 1982‐88 as the newest savior of Mexico was Miguel de la Madrid Hurtado
(MMH), JLP's Secretary of Planning and Budget. When MMH was sworn into office December 1, 1982,
he was more aware than most of where the Permanent Revolution stood in positive as well as negative
terms.
Positively, during the 1970s real GDP had doubled, just as it had in the 1960s. Per capital GDP had
quadrupled between the presidencies of Diaz and JLP. With the world's seventh largest world oil
reserves, Mexico may rise above fourth place in world petroleum production‐especially if the Middle
East dissolves into all‐out war, which seems inevitable to some observers.
Negatively, however, when oil and other commodity prices declined in the early 1980s, MMH increased
the supply of money at a tremendous rate even compared with JLP‐ Under MMH, growth of M1 went
from 43.5 when JLP left office in 1982 to 50 percent through 1986 and then shot up to more than 108
percent in 1987.21 In 1982 consumer‐price inflation reached a 12‐month average of 59 percent, causing
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the devaluation of the peso by 56 percent (Table 3, Part I). Between December 1981 and December
1982, consumer prices rose nearly 99 percent, with the peso devalued by 82 percent (Table 3, Part III).
At the same time, during 1982 Mexico suffered a private capital flight of perhaps 8.4 billion dollars.22
The resulting crash of Mexico's economy in 1982 provoked an economic crisis which has yet to be fully
measured or resolved. MMH knew that he would face a loss of jobs in the Mexican economy, which
would hurt all of Mexico's socioeconomic classes, at least in absolute terms.
With regard to the post‐1982 effect of the crisis, the labor force has suffered a severe jolt. The masses
saw the real general minimum salary (direct plus indirect social services) decline by 42.1 percent
between 1981 and 1986, with a 9 percent decline in 1982.23
Also, the middle and upper classes have found it more feasible to travel within Mexico using pesos than
outside using dollars; with the devaluation of November 1987 the peso's value fell from 26 to the dollar
at the end of 1981 to 2,200 (a 98.8 percent decline).
The depth of Mexico's current economic crisis can be appreciated by examining the yearly percentage
change of real GDP (Table 1). Whereas from 1970 to 1981 real GDP increased by a yearly average of 6.8
percent, from 1982 to 1988 the average changed by zero percent, with the years 1983 and 1986 posting
changes of about ‐ 4.0 percent.
Although in popular lore Mexico's current economic crisis is often considered to be the worst since the
Mexican Revolution of 1910‐20, in reality the impact of the present crisis has not yet exceeded that of
the Great Depression. Between 1927 and 1932 Mexican GDP averaged ‐ 4.3 percent yearly, with serious
declines of ‐ 4.4, ‐ 3.9, ‐ 6.3, and ‐ 14.9 percent in 1927, 1929, 1930, and 1932, respectively (Table 1).
Between the Great Depression and the Crisis of the 1980s, Mexico's real CDP made gains every year.
From 1933 through 1981 no negative rate was reported, the lowest gains being 1.6 percent in 1938, 1.4
percent in 1940, and .3 percent in 1953 (Fig. 1). Indeed GDP gains of 8 percent or more were frequent:
1936, 1941, 1944, 1950, 1954‐55, 1960, 1963‐64, 1968, 1972‐73, ] 978‐81. During this long period from
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the early 1930s to the early 1980s, GDP gained on the average 6.3 percent yearly, which made Mexico's
achievement the envy of most of the developing world.
Forty‐nine years of growth from 1933 through 1981 had provided funds to benefit certain sectors of
society, benefits typified in government generosity toward higher education. The government built in
the early 1950s a modern new campus for the Universidad Nacional Autónoma de Mexico (UNAM) and
in the 1960s and 1970s began to pay its professoriate the highest salaries in Mexican history. The
country was proud to establish university positions on a full‐time basis, so that professors for the first
time could dedicate themselves to teaching and research.
The university case exemplifies how, since the post‐1982 economic crisis, Mexico's social affairs have
been forced into a restructuring process, albeit often implicit rather than explicit. Through real
budgetary reductions for the university system in the face of rapid inflation, the ability of Mexico's
professoriate to educate future generations of experts needed for the country's development has been
severely comprornised.24 In 1982 devaluation reduced the top monthly professor's salary from 2,450
dollars of 1982 to 1,243 dollars for a loss of 43.9 percent. (Pesos are converted into dollars figuratively if
not literally by Mexican citizens who seek to measure and protect the value of their income.) Top
salaries declined to the 500‐dollar level in 1983, 1984, and 1985. Then they fell drastically into the 300‐
dollar range in 1986 and 1987, when they hit a low of 321 dollars. By 1989, the top monthly salary
regained somewhat, reaching 597 dollars. Although this amount has stabilized, the relative decline in
the top salary was 76 percent between early 1982 and early 1989 (Table 9).
The incredible decline in the top salary level at UNAM has meant that many professors have had to
leave the university or take on several "full‐time jobs," in addition to their university post. To overcome
this problem and preserve the integrity of Mexican university education, UNAM now needs to pay
professors enough to conduct research and teach on a "full‐time, exclusive" basis.
With regard to cuts in UNAM's budgets, in 1986 . the university received from the government half the
subsidy it was allocated in 1978, after taking into account inflation. UNAM, which conducts 30 percent
of the country's scientific research, saw its real budget for 1988 fall by 60 percent compared with 1987
when scientific salaries were 80 percent less than in 1981. UNAM estimates that scientists in the United
States average 15 times more in salaries than in Mexico, attracting Mexican faculty to positions out of
the country.25
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In the meantime, students at UNAM have rejected a 1986 reform proposal to explicitly restructure the
university by raising academic standards.26
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For many students, the university is not a place of learning so much as the door to the middle or upper
c1asses‐a door that those students want kept open regardless of questions about the value of degrees
received under questionable standards. That in 1987 the students could prevent implementation of a
major reform proposed in 1986 had much to do, no doubt, with the fact that Mexico's Official Party
desires a period of calm among the student body duro ing 1987‐88, as the government prepares for the
transition to a new president for the 1988‐94 term.
Although the Mexican government has faced mild disturbance on the part of university students during
the current economic crisis, to date it has managed to avoid serious worker unrest. The government
seems to have won worker acceptance of its claim that, because the crisis is due in the main more to the
world collapse of prices for raw materials than to mismanagement by Mexican political leaders, wages
must be sacrificed to help right the economy.27
MMH did not sit idly by watching implicit restructuring in Mexico, but rather he and his Secretary of
Planning and Budget, Carlos Salinas de Gortari (CSC), utilized the concept to shift Mexico away from the
Statist period of the LEA and JLP presidencies. The problem MMH and CSC have faced is how to reject
the policies of statism without destabilizing the power of the Official Party, which has depended greatly
on the patronage of an ever increasing pool of government employees.
Calling for Mexico's restructuring not only to escape from the present crisis but also to compete in the
modern world, MMH has sought to rationalize the roles of the state and the private sectors. To deflect
criticism away from the government's past management muddles, he has focused on the "failures" of
Mexico's private sector.
Insisting since 1983 that many of Mexico's economic problems can be traced to the private sector's
inability to compete in the world export market for manufactured goods, in 1986 MMH made Mexico a
member of the General Agreement on Trade and Tariffs (GATT). Under GATT, Mexico has reduced its
tariff subsidies which had protected the country's private industry. Indeed, industrial plants‐had come
since the 1940s to depend heavily on capital goods imports yet had little capacity or incentive to export,
contributing (along with overvaluation of the peso and the fall in oil prices, for example) to the shortfall
in the balance of payments that left the country with no foreign exchange reserves by 1982.28
Putting an end to national debate about how to establish Mexico's ability to compete in world markets,
Mexico agreed under GATT to reduce its pre‐GAIT maximum tariff from 100 percent to a 1988 low of 30
percent. (Mexico's state‐owned industries such as PEMEX are exempt from GATT rules.)29 Prior to joining
GATT, the government had protected the economy‐in 1977 it controlled 77 percent of import categories
and charged duties on 90 percent of all imports. Although by 1981 those totals had fallen to 26 percent
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and 85 percent, respectively, that antiprotectionist trend was reversed by the economic crisis of 1982,
when those totals reached 100 percent as Mexico tried to prevent its dollars from being used to
purchase goods abroad. Not until 1987, after Mexico joined GATT, did the share of protected import
categories fall to 8 percent, with duties being collected on 31 percent of imports.30
Although the Mexican government itself has had to take some of the blame for the economic crisis of
the 1980s, MMH attempted to distinguish between the central government (which is under his direct
control) and the parastate sector (which is only under his indirect control). In admitting implicitly that
the central government had lost control over parastate expenditures, he blamed the problem on the
lack of an effective legal framework to exercise control over the sector.
The parastate entities (decentralized agencies, mixed public and private companies, and trust funds) had
been established ostensibly to remove from the sphere of central government politics national activities
that required long‐term, private business‐like decisions and investments going beyond anyone
presidential term. But since the 19505 the parastate entities had begun to increase in number
throughout Latin America and to become powers unto themselves.31 In 1930 Mexico had 16 parastate
entities and in 1976 the number was 760, after which the number skyrocketed.32
When MMH took office, the Mexican central government did not know how many parastate entities
existed. The Diario Oficial for November 15, 1982, listed 849 entities,33 but MMH's IV State of the Union
Address in 1986 retrospectively listed the total for 1982 as 1,155 (fable 10), with more being created.
That the president did not know in 1982 the size of the parastate sector is understandable given the fact
that without an appropriate legal framework the central government could not effectively register,
supervise, audit, and evaluate the parastate entities. Although a number of laws had been enacted by
the Congress since 1947 (when the first legislation was passed to offer legal rationale for and controls on
the expanding number of parastate entities), those laws of 1966, 1970, 1975, and 1981 tried to improve
matters to little avail.34
With the frequent changes in the laws governing the parastate sector, the legislation mainly managed to
confuse the regulators as well as the regulated entities. The first attempt to register the entities came in
1970, and in 1976 they were assigned to subsectors, each subsector being placed' under the "control" of
an appropriate ministry or administrative department of the central government. But because each
30
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entity collected and expended its own revenues and did so without a common accounting system, the
central government soon realized that it had only nominal control over the parastate sector.
Therefore, some new legal approaches to the parastate sector have emerged. In 1982 legislation was
enacted which represented the first attempt to bring the parastate sector into the central government's
process of planning, in the Secretariat of Planning and Budget (SPB), and into the process of audit, in the
newly established Secretariat of the Controller General (SCC). Indeed, overall supervision and evaluation
of the parastate sector have always been legally problematic. In 1947 the Secretariat of the Treasury
(ST) was assigned those responsibilities; in 1970 the Secretariat of National Patrimony took over but was
abolished in 1976. In 1986 the la w gave the coordinating task jointly to the ST, SPB, and SCC; but in the
same year the SCC was given control along with the first regulatory legislation to enable compliance.

MMH's recognition of problems in the parastate sector gave him at least three advantages. He could
justify the need for new legislation to bring the sector under central government control, thus
recentralizing power. He could justify terminating central government subsidy of inefficient parastate
enterprises, thus necessitating the liquidation, sale, transfer to state governments, or fusion of many
entities. He could repay part of the foreign debt through debtequity swap arrangements where foreign
capital is used to purchase Mexican dollar loans at a discount and exchange them for pesos at the Banco
de Mexico, provided the pesos so exchanged are invested in a Mexican subsidiary (such as the U.S.
Chrysler Corporation,35) or eligible enterprises among parastate entities being sold (Table 11).
Although some 40 percent of the parastate sector entities have been or are being liquidated, sold,
transferred, or fused (458 out of 1,155), critics have questioned the meaning of this contraction in
relation to the value of sales. Of the 500 largest enterprises in Mexico in 1986, 49.4 percent of the sales
were by 44 parastate agencies, among which only sixteen have been put up for sale. These sixteen
entities constituted only 6.5 percent of the total sales of those 500 largest companies. Workers in the
sixteen enterprises losing their affiliation with the public sector numbered only 83,799, or 14 percent of
the 500 largest concerns.36
Yet the contraction of the public sector will take time, and it may be more comprehensive than the
above figures suggest. During the last several years, MMH has sold or is selling to the private sector the
impressive list of companies shown in Table 12. In addition, the government has announced that it plans
to end its participation in 44 of the 49 mining properties in which it is now involved. According to this
plan, the mining of minerals considered strategic (coal, iron, sulphur, potassium, and phosphorite) will
remain under state control, but all other mining and refining will be opened to private enterprise or to
ownership by individual state governments. Further, once the DINA automotive complex is sold, it is
estimated that with regard to Mexico's total non‐petroleum industrial activities, the state will have
transferred to the private sector 35 percent of the work force and 30 percent of the value of
production.37
In addition to reducing the size of the parastate sector, MMH has moved to constrict the role of Mexico
City in national affairs by transferring some 70,000 central government workers to the regions of Mexico
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which their agencies serve.38 In 1986 nearly 12,000 workers in the Ministry of Agriculture and Hydraulic
Resources were transferred out of Mexico City, as were 15,000 employees of the ministries of Education
and Health and 5,000 workers in other agencies. MMH's plan calls for another 38,000 to be relocated by
the end of 1988. We await the results of that plan, which is scheduled to move nearly one‐third of all
basic education and teacher training and health personnel to the provinces.
Admirable as the goal may be to relocate some of the central government out of Mexico City, MMH has
hampered economic and social planning and evaluation by moving to Aguascalientes a key agency in
Mexican development and the one agency upon which all others are dependent for basic data‐the
Mexican statistical agency. With the agency exiled from the locus of power (although safer from
destructive earthquakes), perhaps recentralization will not be possible, information being the key to
power.
Given the attempt since MMH to deconcentrate the central government and to reduce the role of the
parastate sector, we do not yet know the extent to which the following irony will ensue:
deconcentration will be offset by the new importance of the central government owing to the
contraction of the parastate sector. Indeed, recentralization of power in the central government is not
contradicted by deconcentration of the central government bureaucracy to the provinces.
With the restructuring of the state's role, by mid1987 observers were adopting a more positive view
about Mexico, especially because foreign reserves had increased fivefold compared with 1986. Reserves
reached some 15 billion dollars owing to:39
I. increased earnings from higher oil prices, up from $10 to $20 per barrel;
2. a boom in tourism, owing to the undervalued peso;
3. the release of7.7 billion dollars in new foreignbank loans promised in 1986 after Mexico's successful
renegotiation of nearly 43 billion dollars of its foreign debt, which in 1987 stood at only 17.5 percent
more than in 1982 (Table 6);
4. the return of some dollars held abroad by Mexicans.
In this context of relative economic euphoria, the Official Party named Carlos Salinas de Cortari (CSC) as
its presidential candidate in early October 1987 for the July 1988 election. The naming of CSC, Secretary
of Planning and Budget and main architect of MMH's economic policies, implied that Mexico would
continue the restructuring under way; and Salinas's nomination was welcomed by international bankers
who were worried that Mexico might default on its foreign debt.
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The circumstances of "euphoria" about the economy were conjunctural, however, and were being offset
by an inflation rate of 132 percent during 1987, a public sector deficit expected to reach the pre‐1982
levels, and an inordinately high increase in Mexico's money supply. MMH had taken the yearly increases
in money supply to about 53 percent from 1984 through 1986, and then seemed to lose restraint as the
rates for 1987 and 1988 reached 106 percent (Table 5), the annualized figure for November 1987
increasing to 141 percent!
Not to be left out of the continuing real economic crisis, the commercial banking system has, since its
nationalization in September 1982, presented serious problems to the government because real
deposits declined drastically by 1986 to 65 percent of the pre‐nationalization deposits (Table 13).
Thus pressure mounted on MMH to denationalize the banks as part of his process of opening the
Mexican economy.
Although MMH has redefined drastically the strategic areas reserved for state ownership, the important
factor concerns the state share, an issue in banking. MMH generally limited exclusive state control to
petroleum, basic petrochemicals, electricity, nuclear energy, and certain (especially radioactive)
minerals. In spite of the failure of the nationalized banks to attract deposits, however, MMH refused to
jettison the banks, as urgently demanded by the private sector so critical of the decline in loans,
efficiency, and availability of credit.

To try to reestablish some public confidence in the commercial banking system, therefore, in early 1987
MMH permitted the private sector to repurchase 34 percent of the banks' stock. This sale of bank stock
did not change the fact that the banks do not operate autonomously but under rigid control of the
Ministry of Treasury and the Banco de Mexico; and even esc in his campaign supported the bank
officials' complaints that any attempts to resolve problems in operation are caught up in overregulation
by nonbank bureaucrats.40 Theoretically, tight government controls assure all sectors access to credit; in
reality, excessive controls defeat the all important timing of loans, as well as the making of loans,
especially in the venture capital markets. In any case, assertions are widespread that the banks have
tended to favor public sector, rather than giving the private sector access to credit.
That the prerequisite for return to Mexico of the bulk of the capital which fled beginning in 1970 may be
related to denationalization of the banking system is perhaps best illustrated in the following story
which I heard in Tijuana, Baja California, while observing the CSC campaign in April 1988. It was rumored
that esc had met with the former owner of BANCOMER, Manuel Espinosa Yglesias, to ask him what it
would take to encourage the return of the billions of dollars that had fled the country under LEA, JLP,
and MMH‐dollars needed to make domestic credit available to the private sector as well as to pay the
foreign debt. Supposedly Espinosa Yglesias responded by saying:
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Give us back our banks, and we will repatriate the billions of dollars that Red and that otherwise will
never return. Give us back our banks and your economic problems are over.
In this story, Espinosa Yglesias is said to have reminded CSC that the real impediment to Mexico's
economic recovery is not the foreign debt payment schedule, but the flight of capital that occurred
especially with the nationalization of the banks.
Whether or not this story about Espinosa Yglesias is true, it is certain that would‐be bank depositors lack
confidence in Mexico's government‐dominated banks, which have lived through difficult times of great
increase in M) and inflation related to the flight of dollars. The traditional commercial banking system
has continued to wither in spite of the sale of bank stock, real deposits having fallen in 1988 to 29
percent of the pre‐nationalization balance (Fig. 4).
Although some funds have returned to Mexico for deposit in treasury bonds (CETES) or for investment in
the Mexican stock market‐both of which lack much liquidity‐resolution of the bank issues is but one
important part of a more complex policy question. How can liquidity be restored to the entire economic
system?
With confidence in the peso dwindling, and declining deposits in the nationalized banks (where in any
case deposits earned several percentage points less in interest than the rate of inflation), many of the
limited dollars returning to Mexico were doing so only to take advantage of the dramatic rise in stock
values on the Mexican stock exchange.41 Mexico's
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summer and early fall 1987, and thus he generally ignored economic problems in order to stress
pressing political issues. In calling for vague political restructuring, CSG seemed to be addressing
opposition demands that the Official Party stop rigging elections. In brief1y stating publicly that the era
was over when the PRI could continue to win elections with a carro completo (or "full car" loaded with
victories and leaving nothing for the opposition), CSG gave belated recognition to the split that his
candidacy had caused within the Official Party. In calling himself a "progressive centrist," CSG positioned
himself between the PRI right wing (led by labor chief Fidel Velázquez, who is angry about the
contraction of the public sector) and the PRI left wing (much of which calls for cancellation of the foreign
debt and cessation of oil shipments to the V.S. strategic reserve).
During the PRI's internal maneuvering to select its presidential candidate in late 1986 and 1987, the left
wing, led by Cuauhternoc Cardenas (son of the former president of Mexico) and Porfirio Munoz Ledo
(former president of the PRJ), had organized a "Democratic Current" intended to end the Official Party's
tradition of allowing the president of Mexico to name his successor. Ostracized within the PRJ for their
heresy, these two dynamic leaders immediately established the Frente Dernocratico Nacional (FDN), or
Democratic Front, to compete in the 1988 elections; Cardenas would run for the presidency and Munoz
Ledo for the senate.
Upon resigning from the PRI on December 15, 1987, and flying to Los Angeles to tape‐record his Oral
History Memoirs with me, Porfirio Munoz Ledo (PML) wrote an open letter to the Mexican people
stating:
I consider the PRI to have abdicated its historical task and given up the vanguard role required to solve
the crisis. Hidden behind its acronym is a plan to concede the national patrimony to foreign investors
against the wishes of the people .... The PRI, subdued by the counterrevolutionary group [of
monetarists] in power and imprisoned by the failure of leadership, has lost the genuine loyalty of its
followers as well as the confidence of the citizenry, and as a consequence the PRI has lost the rationale
for its existence.42
In his Oral History Memoirs, PML argues that even in the epoch of antimonetarist LEA, the monetarists,
traditionally centered in the Banco de Mexico and the Ministry of Treasury, had begun to reaccumulate
the influence they had enjoyed within the PRI under a policy of stabilizing development, hence
challenging him in his capacity within the PRJ and combating him in his role as LEA's ideologist. PML
attempted to sidestep this group by developing national plans from his Ministry of Labor and seeking to
influence policy by keeping monetarists in the minority. According to PML, the antistatist monetarists
gained more momentum when he was named ambassador of Mexico to the United Nations, ending his
influence in Mexico as the leader of the antimonetarists. Under JLP, MMH created the Ministry of
Planning and Budget, wherein the monetarists strengthened their position.
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In PML's view, the monetarists could not have assumed complete power within the PRI, which reo
mained a pluralist organization representing the interests of diverse groups ranging from the statists to
the antistatists, but JLP named MMH to the presidency. That action gave exclusive power to the
monetarists, led by CSC who in 1982 became Minister of Planning and Budget. With CSG in charge of
antistate policy, the broad gamut of thinking within the PRI was frozen out of planning. This had never
happened in Official Party history, even when Antonio Ortiz Mena dominated Mexican economic policy
as Minister of Treasury (1958‐70).
Given this situation of the closed PRI, PML says that he and Cuauhtemoc Cardenas had no choice but to
abandon the Official Party and to create a new national consensus about the need for a strong state.
According to PML, the Democratic Front will enjoy strong support from the broad base of PRI groups
now excluded from policy decisions. Although PML has high expectations of winning many seats in the
Cham ber of Deputies and several seats in the Senate (including one for himself), he does not foresee
the Democratic Front winning the presidency until 1994. He expects the six years of misguided CSC
policies to provide the coup de grace to the PRI's power.
In the meantime, CSG's campaign goes on, with little mention of the economic crisis. By adopting the
slogan "Let the People Speak!" CSC effectively became a listener rather than a speaker. Ironically, the
last president to listen was Lazaro Cardenas. By implication, then, CSG hoped to dilute the importance of
having as his main opponent Lazaro's son Cuauhtemoc, the name alone constituting a historical
conscience for many voters.
Although serious thought by CSG presumably has taken place behind the scenes, it has not been evident
in most of his presidential campaign rhetoric, which at least at the outset closely resembled that of
MMH's campaign six years earlier. Examples of the MMH/CSG rhetoric are given in Figure 5.
Not until over half way through his campaign did CSG focus on the problem of inflation. In March 1988
in Yucatan he called for a general mobilization against inflation. Because this anti‐inflation stance was
the first campaign issue to strike a cord with the electorate, CSG stated that "Now we have a banner,
and we won't let go."43 CSG proceeded to fully extol the virtues of MMH's Pact of Economic Solidarity,
which had been announced December 15, 1987.
The Pact of Economic Solidarity, linking the government, labor, and farm and business organizations,
called for limiting wage demands and price increases beginning in March 1988 in return for government
moderation and even freezing of prices for essentials such as gasoline and tortillas. Beginning in March,
the government would raise wages ahead of inflation rather than behind it. In the meantime, the
government immediately raised minimum and contractual wages by 38 percent, but also authorized
official price increases, the largest increases being about 85 percent (for gasoline, telephone service, and
sugar) and 79 percent (for fertilizer).
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Under the Pact, the government then announced that the "free‐market" peso would be held at about
2,250 to the dollar, a rate that was to be maintained through the end ofMMH's term. The Banco de
Mexico guaranteed that it would use the country's 15 billion in reserves to maintain the peso, thus
providing the stability that could woo some dollars back to Mexico.
By early 1988 it was clear that the government's attempt to anticipate inflation by raising prices and
wages beforehand would itself cause inflation; therefore the government abandoned that aspect of the
Pact and relied mainly upon preserving the value of the peso. Although the peso soon became
overvalued, hurting Mexico's tourism and export industries, the government hoped to avoid
devaluation, which would infuriate the middle and lower classes.
Having served MMH as his close advisor since the 1970s,44 CSG has not been in a position to criticize the
policies for which he and MMH have directly shared responsibility since 1982, when CSG became head
of planning for the government. Although CSG has hinted in his campaign that the Official Party cannot
continue to insist on winning most fixed‐seats in the 1988 elections, he has done so only obliquely.
Given the severe economic realities of post‐crash Mexico in late 1987 (including a post‐1910s high in the
increase of money supply and a consequent rise in inflation projected for the last years of the 1980s), it
appears that Mexico's economic problems cannot be ignored and will finally have political ramifications.
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Although the Official Party's current ideology of Restructured Revolution calls for continued reduction of
the public sector's influence in the economy, such reduction is not easily accomplished amid severe
financial crisis. Private funds deposited in the nationalized banks have tended to be used to pay the
nationalized foreign debt and not recycled to the private sector.
With the decline of funds available to the private sector since 1982, the public sector's share in national
investment has risen rather than declined (Table 14). From 1951 through 1960 the public sector's share
of investment held in the 30 percents (except for 1956 when it declined into the 20s); from 1961
through 1964 it rose into the 40 percents; from 1965 through 1974 it fell back to the 30 percents (except
1965 when it was 29 percent); since 1975 it has risen into the 40 percents (except for 1976 and 1984).
Whereas in 1976 it was 39 percent, in 1984 it reached 51 percent, the high since 1950.
The most promising opportunity for Mexico to obtain productive private funding involves foreign
investment in tourism and the in‐bond (maquila) industry. Under MMH, tourists to Mexico exceeded 5
million in 1987 (Table 4).
Under the maquila system, non‐Mexicans import and export equipment and materials duty free into and
out of Mexico merely by posting a bond to assure that the imports are only temporary‐hence the name
"in‐bond" industry. The maquila industry is also called the twin‐plant or production‐sharing industry,
owing to the fact that U.S. firms (and now Japanese) move goods between their U.S. and Mexican
plants. Dating from Mexican legislation of 1966, Mexico has sought to capitalize on the Far East's
experience of attracting U.S.‐owned plants to assemble goods for the U.S. market. The operation of U.S.
assembly plants abroad had become possible through U.S. tariff schedules 806.30 and 807 of 1930 (as
amended in 1956), which require payment of U.S. taxes only on the foreign value added (labor,
overhead, and profits) to U.S.‐made components assembled outside the United States.
Although the original idea had been to require foreign companies to operate within a border zone
twelve miles wide, this restriction was eliminated by 1967 as the in‐bond industry demonstrated
immediate prospects for providing new jobs. Employment opportunities in the in‐bond industry grew
from 20,000 positions in 1970 to 173,000 in 1983 (Table 15). Although this new industry pays minimal
Mexican taxes, it stimulates the entire economy. In 1983 Mexico allowed in‐bond companies to sell
between 10 and 40 percent of their goods in Mexico, provided that the goods have at least IS percent
Mexican content. By 1987 Mexico had 323,000 workers employed in 1,259 in‐bond factories, a
development that seems to promise a new boom for the country.45
Transition to the Political Stage of the Restructured Revolution, 1988‐
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Looking back at the six ideological phases during which the Mexican government has sought to guide
social and economic change, we see that in the Official Party view the violent revolution after 1910 was
only the beginning of a long process of implementing goals set forth in the Constitution of 1917.
Although the constitution provided for private property rights, the role of government grew steadily
until 1982, when Mexico found itself financially bankrupt.
As we have seen, however, the 1982 crisis was not the first one but rather one of many. The
management style of the Official Party has been to capitalize on crises in order to justify its continued
leadership.

Since 1982 the PRI has defended its continuation in political power by citing the need to dismantle
money‐losing state operations. As in the past, the blame for the present crisis has been shifted away
from the Official Party. Moreover, the Official Party has been able to remain in power by adapting to
take advantage of new circumstances, such as developing tourism as a renewable resource since World
War II or meeting the world need for oil during the 1970s.
In its effort to restructure the "Permanent Revolution," since 1982 the Official Party has sought to create
a dynamic new role for the private sector by forcing it to redirect production from domestic sales to the
international market. The booming in‐bond industry seems to offer the latest opportunity for Mexico to
develop a comparative economic advantage that will earn it the dollars needed for continued
development.
The context of change faced by Mexico in its internal and external affairs is seemingly multifaceted.
Although the stereotype of a socially timeless Mexico has been countered somewhat by accounts in the
world press about the internal migration to Mexico City and the capital's emergence as one of the
largest cities in the world, the idea persists that Mexico has undergone little change.
Much social change has indeed taken place, as my Poverty Index for Mexico shows. This index measures
the share of Mexico's population living in social poverty from 1910 through 1970 (Fig. 3). The level
improved from 56.9 percent in 1910, to 46.0 in 1940, and to 24.8 in 1970.
A complementary index developed by Stephen Haber‐the Social Modernization Index (SMI)expands
upon the Poverty Index. The SMI goes below the state level to examine the extent of change in 103
sample municipios (counties), selected from among 2,367 rural, semiurban, and urban municipios
between 1930 and 1970. The SMI data show a shift from a nonmodern condition of society everywhere
to a modern condition, with only a minor exception in 1960 for the urban category (see Fig. 6).
The extent to which pre‐1982 social gains have been compromised by events in the 1980s has yet to be
measured. Owing to JLP's stupendous failure to reorganize the Mexican statistical agency and create a
giant data bank as he had hoped, the government lost control of its statistical base.46 In suppressing
Mexico's longest statistical series on inflation (and the one that showed the most change in the cost of
living), for example, JLP no longer had the information base to assess what was happening to prices in
the
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Mexican economy. Too, by disrupting basic data series JLP made it impossible to carry the Poverty Index
and the SMI forward to 1980.
Could JLP have meant to break deliberately so many links of measurement over time or were he and his
lieutenants simply incompetent and unable to gather the basic data needed for making decisions? Or

was the JLP government so sure of its ability to start afresh that it believed that plans can be formulated
without knowledge of real trajectories? Certainly JLP disliked statistics that challenged his
propagandistic image of Mexico. Ironically, after having hampered our ability to understand
contemporary Mexico, JLP prides himself on his writings which he sees as offering insights into Mexico's
bygone history.
Regardless of the view of Mexico constructed consciously and unconsciously by the government,
Mexico's image abroad has developed from two geographic perspectives. Measured by U.S. political,
economic, and social standards, Mexico does not seem to have compared favorably with the United
States to which it has been likened because of geographic proximity. Such comparisons, however, are
unfair. In spite of their common border, in contrast to the United States, Mexican development has
been impeded by difficult geographic and topographic conditions. Further, Mexico's colonial period did
not prepare it for independence, as did the U.S. experience. Unlike the United States, Mexico has made
a long and sincere attempt to assimilate the Indian population.
Viewed from South and Central America, Mexico seems to have created order for progress under the
model of one‐party democracy, which several other countries to its south have tried to emulate.
Whatever the disadvantages of long‐term rule under one‐party democracy, Mexico's growing
importance in the world is indisputable.
Taking advantage of Mexico's favorable image in Central and South America, LEA and JLP attempted to
move the country onto center stage in international affairs and into a leadership role among Third
World nations. They reminded one and all that Mexico could boast a peso that was more stable than the
dollar and one that had not changed in value for over two decades. LEA even attempted in 1976 to
position himself to become Secretary General of the United Nations, a plan that was to fail for many
reasons.
LEA's campaign for the U.N. post deteriorated in the face of internal and external problems. Not only did
Mexican inflation hit a post‐1950 high that eroded the value of the peso, but also LEA had to overcome
the consequences of the 1975 Jewish tourism boycott against Mexico. Further, he had become
embroiled in the internal affairs of Spain when he called for worldwide sanctions against Franco to
penalize him for having executed political prisoners. LEA's ploy backfired because Franco claimed to be
executing terrorists who had killed police, winning the sympathy of dictators throughout the world‐all of
whom fear international sanctions against their brutality.
JLP continued LEA's attempt to establish Mexico's role as a leader of the Third World, hosting at Cancun
in 1981 the North‐South Conference. In Western Hemispheric affairs, Mexico undertook diplomatic
initiatives to negotiate an end to the Central American crisis caused, on the one hand, by the
intervention of Cuban and Nicaraguan forces in EI Salvador, and, on the other hand, by U.S. intervention
in Nicaragua, El Salvador, and Honduras. By the late 1 980s, however, Mexico was frustrated in many of
its international initiatives, the government of MMH having had limited impact on resolving the Central
American imbroglio.

For the government of esc, Mexico's main contribution to hemispheric politics may involve finding a way
to reduce the Third World foreign debt burden. For example, it could take the lead in convincing the
U.S., European, and Japanese debt‐holders that the debtor nations should pay interest not on the book
value of loans but rather on the value of the loans on the world's secondary markets, where the loans
are sold at 50‐60 percent discount. In any case, Mexico must establish a means for reducing the
payments on its foreign debt, which by the end of 1987 reached 92.4 billion real dollars of 1980 (Table 6,
part II).
With the Mexican government turning its attention to world affairs, MMH did not share the same
interest in land reform as many of his predecessors had. Perhaps he felt that the question of land
ownership was too entangled to resolve food production problems. Too, it could be argued that if
Mexico wishes to expand its export market in manufactures it might best hold its reciprocal imports to
low‐cost foodstuffs, resulting in a balance of payments surplus for Mexico.
With regard to land reform, MMH could argue, as have several of his predecessors including Cardenas,
that land reform measures can never keep pace with population growth, and that major landholdings
must be set aside for commercial agriculture and ranching to feed the country's growing urban
population as well as to export high‐profit food supplies for dollars. Thus MMH reduced the monthly
rate of presidential resolutions and definitive actions distributing land to a rate that had not been seen
since Rodriguez in the early 1930s (Table 2, Part I).
Consistent with his philosophy of downplaying land reform and following Cardenas's lead in protecting
certain lands from distribution to ejidos, MMH emphasized the granting of certificates of inaffectability
to protect large commercial agricultural producers against being divided through land reform. Such
certificates, emphasized after 1936 by Cardenas, assured that productive commercial farming, needed
to provide a stable food supply for the domestic and foreign markets, would not be disrupted. Aleman
added certificates to protect livestock ranching, some permanently and some for only 25 years. Whereas
190,235 certificates had been granted from 1936 through 1982, by 1987 MMH had granted 222,816,
more than the combined total of his eight predecessors (Table 2, Part III). In terms of land protected,
MMH reached the highest recorded (Table 2, Parts IV and V).
Despite land reform, and often because land reform has resulted in tiny fragmented ejidal holdings
incapable of supporting the numerous heads of families, many peasants and their offspring have
migrated to the United States to remain at least part time. Meanwhile, the U.S. attempt in 1986 to
control immigration threatens the safety valve that has existed since the 1940s for Mexican laborers, for
whom employment opportunities in rural Mexico have become scarce as population has grown.
The rural scene has become more complicated because the course of land reform law has become
somewhat confused since 1970. LEA's legislation in 1971 outlawed the subdivision of lands among
members of any extended family which sought to seemingly create legal small farms that in reality
constituted one large agricultural enterprise. JLP abandoned the attack on such extended family farms

and in 1980 legalized the common practice of cooperation between private farmers and the ejidos, the
former needing land and workers and the latter needing credit. Having the legal right to rent land and
labor from ejidos, the ejidatarios were perceived by critics as day laborers on their own lands, not
borrowers of capital investing in their own future.
While the uncertainty over the direction ofland reform legislation continued to befuddle the farm
sector, many ejidatarios had for years rented their lands to or worked as day laborers for private
farmers. The shortage of government credit for ejidatarios and the fixed size of ejidal plots "pulverized"
by the growing population have meant that since the 1960s the eiido has been increasingly unable to
produce either for market or subsistence.
Given such complexities in the cumulative results of socioeconomic change since 191O and the financial
problems facing Mexico since 1982, readers may ask two important questions: How has the Official
Party managed to remain in power for six decades? Can the Official Party continue to dominate politics
as it has?
Implicit Pacts between the Official Party and Sectors of Society
The Official Party, administered by successive Mexican presidents, was able to become strong enough to
endure after 1929 because it developed implicit pacts with at least nineteen sectors of Mexican society
(shown in Fig. 7). In return for benefits (often overlapping among these groups) that were granted with
relative consistency by the government, the sectors (none of which are monolithic) pledged their loyalty
to the Official Party. Together, members of these groups (including their extended families and in many
cases their dutiful employees) represented well over half of the Mexican population, including the most
influential sectors. Such backing assured the Official Party a broad base of self‐interested support.
(These implicit pacts should not be confused with the Official Party's 1987 explicit formulation of the
Pact of Economic Solidarity intended to stabilize prices and wages, discussed above.)
Given the restructuring of the economy and contraction of the public sector since 1982, however, all the
pacts have been threatened as money and patronage have been progressively restricted by the
MMH∙CSG "monetarist policy," which restricts credit. In the rural economy, for example, ejidatarios,
who benefited from land reform and stable agricultural prices for their products, have seen their credit
(which was never enough) decline along with the value of their products bought at guaranteed prices by
the government. Fanners have lost much of their incentive to produce for the domestic market because
of price controls that do not provide sufficient profit margin; and peasants have seea their hopes for
land wither as JLP and MMH lost interest in land redistribution to ejidos. The intended reo juvenation of
agriculture under the now legal alliance of ejidatarios and private producers remains to be assessed.
In the urban areas, the middle sectors have suffered an erosion in their purchasing power in dollars;
organized laborers have lost their purchasing power in pesos; slum dwellers and contractors have seen
the number of jobs decline as the public sector has reduced its investments in the country's
infrastructure; the financial groups have seen their dollar loans become increasingly expensive to repay

with devalued Mexican currency; and private manufacturers have lost most government credits to and
investments in their industries.
Loss of purchasing power by such sectors as the bureaucracy and educators (where even university
salaries entered into a state of collapse) has meant decline in demand for domestically manufactured
goods, which by the late 1980s must compete with a flood of foreign imports. Where formerly Mexican
manufacturers could not sell much abroad owing to the government's overvaluing of the peso, now
manufacturers face a problem in selling domestically.
Perhaps the most influential group threatened by the Official Party's decision to join GATT are the
manufacturers who gave private sector support to the government in return for a favored position in
the economy of Mexico wherein foreign investment in any firm is limited to 49 percent or less. These
industrialists benefited from high tariff protection for 45 years. Moreover, they received exemptions
from the tariff code in order to import equipment and materials needed to develop the country's
industrial base. Because of this close industry‐government relationship (which also involved government
subsidies, loans, and investments), Mexico's industry was not encouraged to operate efficiently and
competitively in world markets, stunting both the domestic and export markets for Mexican goods.
Having accepted GATT‐required elimination of preferential tariffs and dramatic reduction of import
controls, the Mexican government cannot now use trade controls as major bargaining chips to assure
private support for the Official Party, as it did so successfully in the past. Although losing important
support from traditional manufacturers, the Official Party gains support from the new export‐oriented
manufacturers.
The country's potentially influential university graduates may present the most important long‐term
problem for the Official Party. The economic crisis since 1982 has reduced the supply of jobs for
university graduates, who previously could count on government employment if they were not qualified
for or interested in the private sector. Without jobs to offer this growing group seeking to enter the
consumptionoriented middle class, the government will be confronted by an expanding pool of
discontented and politically astute persons. Further, disillusionment has spread increasingly as students
from humble backgrounds realize that the university no longer provides wide access to social mobility.47
Some sectors have not fared so badly. Mexico's export‐oriented industrialists and farmers have
benefited from legislation and loans but find their earnings down in dollars. Groups such as the military
and the Church have not seen their privileges limited directly but have suffered a loss in buying power.
Of the nineteen sectors listed in Figure 7, only foreign investors have benefited significantly since 1982,
being especially attracted into the in‐bond industry and activities related to foreign tourism to Mexico.
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All sectors, however, have felt the government's drastic reduction in gasoline and electricity subsidies,
the basis for all of the pacts, thus causing many supporters to question the extent of their support for
the Official Party. Without these subsidies for energy, the cost of all Mexican goods and services has
increased, from food to transport, from manufacturers to housing.
To capitalize on the weakening of the tacit pacts between the government and its once loyal allies, the
Cuauhternoc Cardenas‐Porfirio Munoz Ledo team seeks to establish a social democratic party under a
united center‐left, the goal being to restore statist policies abandoned by the monetarists.48 Drawing
upon the experience of Cuauhternoc Cardenas, who served as governor of Michoacan, 1980‐86 (as had
Lazaro Cardenas, 1928‐32), and Munoz Ledo, who as president of the Official Party in 1976 oversaw the
transition from LEA to JLP, the Democratic Front will move to constitute itself as the Partido de la
Revolucion Dernocratica (PRO). Cuauhternoc had established himself as a popular leader and Porfirio
had won fame in 1976 for trying to extend the vote to Mexicans living outside the country.
In the Cardenas‐Munoz Ledo view, as the Official Party pursues its monetarist policies to the detriment
of sectors that have supported it, the pacts will rupture completely, benefiting the planned PRD, which
will attract groups alienated from the PRI even as the PRO strengthens its own network for the 1994
presidential campaign. In the meantime, the Democratic Front seeks to win important representation
permitted by the 1986 electoral reforms in which the PRI has foreseen its loss of majority status in the
national Chamber of Deputies.
Most analysts have missed the real significance of Mexico's 1988 election campaign. Although observers
agree that the PRI will win, they confine analysis to the highly visible presidential and gubernatorial
elections‐considered the "key" indicators. In discussing the disaffection facing the PRI, commentators
speculate about corruption in vote counting under an electoral process dominated by bureaucrats
affiliated with the Official Party.
Realizing that the PRI will win its twelfth consecutive presidential election by sweeping all supposedly
key positions (including most senator seats) is not as important as understanding that beginning in
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1988 the PR1 is opening in a limited way the political system to unprecedented representation at four
levels: the national Chamber of Deputies, the newly established Assembly of Representatives for the
Federal District (to be elected for the first time), the state chambers of deputies, and municipal councils
throughout the country.

Political Reform: The PRI as Unquestioned Power
The limited opening of the Mexican political systern has been a long process involving political reform
through which the PRI has sought to create an image of political fairness. Political reform was clearly
necessary to overcome the negative image of voting generated by the 1946 party‐registration law which
limited the ability of opposition groups to gain eligibility to participate in elections. To enhance the
image of democracy, presidents began to take much needed actions; for example, Adolfo Ruiz Cortines
gave women the right to vote in 1954 and Luis Echeverria Alvarez gave eighteen‐year‐olds the same
privilege in 1973.49
One of Mexico's most important political reforms came in 1963 when President Adolfo L6pez Mateos
(ALM) had legislation passed to allow opposition political parties to enter the national Chamber of
Deputies without necessarily winning the relative majority of votes in any electoral district. ALM reo
tained the traditional way in which candidates for the national Chamber of Deputies won their three‐
year terms by receiving the relative majority of votes in electoral districts (as in the U.S. process), but he
supplemented that method by allowing opposition candidates to represent their party in the 2l0‐seat
Chamber of Deputies provided their legally registered party gained at least 2.5 percent of the total
nationwide vote for deputies.50
Thus, ALM developed a "mixed system" which has existed, with revisions, to the present: "majority
deputies" represent "electoral‐district seats"; and "proportional‐representation deputies" or "party
deputies" represent "at‐large seats." Each has the same rights to participate in the Chamber's debates
and votes. ALM's legislation allowed only parties winning fewer than twenty electoral‐district seats to
win atlarge seats, as follows: five seats for 2.5 percent of the total vote and one seat for each .5 percent
thereafter up to a maximum of twenty seats for each minority party.
Because only the conservative Partido de Acción Nacional (PAN) surpassed the 2.5 percent floor in the
1964 election (and also won its maximum of twenty at‐large seats), ironically the Official Party bent the
law to abide by the "spirit of the legislation," assigning at‐large seats to weak parties which gained as
little as.7 percent of the vote.51 To legalize the spirit of the 1964 law, in 1972 the electoral code was
modified to reduce the floor for proportional deputies to 1.5 percent of the total votes. (This
modification also raised the maximum number of at‐large deputies for each party to twenty‐five.)
Political reform to open the Chamber of Deputies has continued apace as opposition to the PRI has
risen. In 1977 parties were permitted temporarily to apply for conditional registration, which became
permanent for each party gaining 1.5 percent of the vote and continuing to win that amount. (Since
1986, initial registration of new parties requires 65,000 members nationwide, with 3,000 in at least half
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of the states or 300 in at least half of the electoral district; continued registration requires winning 1.5
percent of the vote.)
Regardless of the opening of the system to opposition, the PRI's critics could argue persuasively that the
political reforms were merely cosmetic. In allowing opposition parties to win at‐large seats, ironically the
PRI no longer needed to lose many (or any) electoral‐district seats. Further, by giving at‐large seats to
weak parties, the PRI could dilute the strength of the PAN, which since its establishment in 1939 had
become the main opposition to the growing statism of the Mexican politico‐economic system.
Assessing results of Mexico's political reform has grown complex since the mid‐1970s. On the one hand,
where opposition parties had held only 3‐6 percent of the seats in the national Chamber of Deputies
between 1949 and 1958, the share increased to the 16‐20 percent range between 1964 and 1976 (Table
16). On the other hand, the opposition's gains in the Chamber of Deputies have won it little more than
the possibility of turning that body into a national forum for debate, and it can be argued that until now
even this "victory" has been severely compromised. Not only has the Chamber been a highly controlled
forum for debate within the PRI, but the opposition parties have been limited as to the number of
members so that they have stood no chance of winning any serious vote.
Further, by accepting entry into the Chamber of Deputies, the opposition parties gave up any immediate
hope of winning many senatorial or gubernatorial positions, let alone the presidency. Opposition to the
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or "proportional‐representation seats").52 For the proportionally aBocated seats, the law divided the
country into regions and voters cast their ballots for a party when they vote for a candidate. Each party
is entitled to two proportional‐representation deputies for each region in which it wins 1.5 percent of
the vote, with the remainder of seats distributed according to the proportional strength of the
contending parties.53
This 1977 system of representation was a1so instituted (with varying proportions) in state 1egis1atures
(giving 169 opposition seats throughout Mexico) and in major city councils, with al1 city counci1s
affected beginning in 1982 (yielding 1,416 opposition seats).54
Political Reforms of 1986 and 1987: The PRI
Foresees Its Loss of Majority Status
Although the share of opposition seats in the Chamber of Deputies (which had not exceeded 20 percent
prior to 1976) reached 26 percent in 1979, 25 percent in 1982, and 27 percent in 1985 (Tab1e 16), and in
spite of the gains made by the opposition to become part of the pub1ic debating process, the 1980s
brought a new international context for Mexico's internal politics. The emergence of democratic
regimes in South America and the extension of U.S. media coverage of Mexico‐United States border
issues cast into ill repute the PRI's standard operating procedures for rigging elections outside of the
limited sphere of the officially approved opposition seats discussed above. indeed, in 1985 the PRI's
political repression of the opposition became more blatant than usual, regional PRI bosses ruthlessly
sweeping aside rising opposition in the north.55 lronically, the central government may have desired to
control the excesses of its party militants but could not do so without upsetting one of its most
important PRl regional support bases.
Because of the rising number of complaints against the PRI's heavy‐handed control of gubernatoria1
elections, in 1986 President Miguel de la Madrid Hurtado took additional steps to respond to criticisms
about democracy in Mexico and to protect the PRI. He made major reforms in the electoral law.
First, MMH enlarged the Chamber of Deputies from 400 to 500 seats. ln the new 500‐seat Chamber to
be e!ected [uly 6, 1988, 300 seats represent electoral districts to be decided by re1ative majority vote
52
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(the "uninominal seats") and 200 represent regional seats elected by proportional vote and reserved for
parties winning at least 1.5 percent of the total votes cast (the "plurinominal seats"). Of the 500 total
seats, MMH guaranteed that the opposition would have at least 30 percent or 150. Further the majority
party is limited to 70 percent or 350 of the 500 total seats56
Second, and most important, however, MMH's 1986 legislation anticipated that in the 1988 elections
the Official Party would not win enough electoral district seats to hold a 51 percent majority in the
national Chamber of Deputies. To counter this problem, the 1986 legislation provided that the party
winning at least 51 percent of the national votes for deputies, or at least the most seats for federal
deputy (that is, the PRI), can win up to 50 of the 200 proportional seats in order to assure that its share
of seats is at least 51 percent of the total seats,57 thus assuring continuance of the one‐party system.
MMH has justified the 19861egislation by arguing that Mexico requires a stable, efficient system
dominated by one political party. In his view, Mexico's political system must avoid being overcome by
the fragmentation of power that would result without strong leadership by the majority party.58
To offset its bad image in the north and to give representation for the first time to the millions of
persons living in the Federal District, the PRI authored legislation in 1987 to inaugurate in 1988 the
Assembly of Representatives of the Federal District, to be reelected at three‐year intervals beginning in
[uly 1988. The population there, more than 13 percent of all Mexicans, has been denied representation
in the same way as has the population of the District of Columbia (which constitutes only about .3
percent of the D.S. population).
Establishment of the Federal District Assembly has contradictory meanings. It has 66 seats, of which 40
are relative majority seats and 26 are proportional seats.59 Should the PRI win all of the fixed seats, the
opposition could win up to 39 percent of the seats in an elected body. But because in the 1988 election
the PRI expects to lose relative majority seats, it willlay claim to sorne proportional seats in order to
protect its rnajority role. The Official Party no longer seeks to win all the majority seats but to make up
the difference with proportional votes previously reserved for the opposition, as it will do in the
Chamber of Deputies.
Inauguration of this new Assembly stems the call for converting the Federal District into a state replete
with full legislature and an elected governor. (The mayor of the Federal District is a PRI leader appointed
by the president of Mexico.) Although the Assembly will oversee the administration of the District's
budget and be able to call public officials to inform them about the development of government
activities and services, it does not have the powers of a state. It has a limited role allowing it to promote,
regulate, and supervise land use, housing, health, education, transport, and the food supply system.
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To assure that the Assembly will remain under the control of the PRI, MMH provided that the majority
party names the Assembly's seven‐member Governing Commission, which controls procedures and
makes all appointments to positions.
A Political Scenario for the Future
Although some observers foresee the PRI losing power through violent overthrow (which also could
trigger a military coup, as could continued economic malaise), in light of the political reforms discussed
above, we should examine a scenario in which the PRI must concede ever more positions to the political
opposition. This conforms to the established precedent and could be expanded outside the Chamber of
Deputies in order to offer positions of influence to the PRI's opposition.
One test of the PRI' s willingness to open the political system further will be the results of the 1988
voting for senators, especially in the Federal District. The opposition candidate who hopes to break the
PRI's stranglehold on the Senate is Porfirio Muñoz Ledo. The only other time an opposition member won
a Senate seat carne in 1976 in an arrangement made by Muñoz Ledo when he was president of the PRI.
In that arrangement, the PRI ceded to the Partido Popular Socialista (PPS) a Senate seat from Oaxaca to
end dispute over the PPS claim that it had won the governorship of Nayarit.
Regardless of the extent to which the Senate is opened to the opposition, and regardless of the fact that
the opposition will not win any governorships in the 1988 elections, the opposition parties will have
gained representative forums throughout Mexico from which they can pressure the PRI on many fronts.
For the first time opposition parties have a real chance to build a credible image of leadership by
participating in local, state, and federal assemblies, forums increasingly more open to them. Opposition
parties implicitly have been given an opportunity to demonstrate their stability, maturity,
statesmanship, and ability to build networks of support throughout Mexico, the requisites for offering
viable political alternatives to groups traditionally committed to the PRI. The real test of the opposition
will be to crea te permanent and cohesive networks throughout the republic‐no easy task without
bureaucratic patronage to dispense. If they effectively organize, they will be in a position to more fully
test the PRI's power in the mid‐terrn elections of 1991 and the presidential election of 1994. In 1989
only the gubernatorial election in Baja California will offer a real chal1enge to the PRI's domination of
the state level,
In the mean time, both the opposition and the PRI are trapped in this system of voting which offers
limited access to elected positions. The opposition may cry fraud or demand civil disobedience to
protest manipulation of theelection results, but it can do neither too loudly without compromising its
real gains in seats within the sphere of representation to which it has acceded.
The new political equation has complicated the affairs for three major parties. Within the PRI, Salinas
faces serious dilemmas because the old guard feels that the power of the Official Party has been
compromised. Indeed, Fidel Velásquez, the octogenarian leader who has control1ed the official labor

movement for half of his life, is furious at De la Madrid, whom he believes has yielded power
unnecessarily in the 1986 electoral code.
Within the Frente Democrático Nacional, the chal1enge will be to convert the movement into the
planned social democratic party. Six groups make up the FDN (Corriente Democrático, Movimiento al
Socialismo, Partido Popular Socialista, Partido Auténtico de la Revolución Mexicana, Partido Frente
Cardenista de Reconstrucción Nacional, Partido Mexicano Socialista), few of which have similar goals
and tactics. It is doubtful that the Partido Popular Socialista (PPS) and the Partido Frente Cardenista
(PFCRN) would be willing to join the new social demacratic party to unite the left, the latter merely
exploiting Cuauhtémoc Cárdenas's name without his membership.
Within the PAN, views are al so contradictory. Some members see the FDN as a PRI front‐group
intended to detract from the PAN's role as the only credible opposition (thus costing the PAN votes
against the PRI if not for the PAN). Other PAN members see the Frente as a ploy to siphon support from
PAN groups who favor state protection of industry.
An irony in the new equation is that as the statist‐oriented FDN tries to organize a successful long‐term
movement, the PRI and the PAN may be forced into an implicit alliance against the Frente‐the PRI of
MMH and CSG is privatist oriented, as is the core of PAN.
Conclusions
In tracing the outlines of Mexican twentieth century history through six ideological periods, we have
seen the complexity of affairs. Few problems have been "solved"; rather, problems are half‐resolved
before new ones take priority. Mexico's experience since 1910 has involved a series of crises which are
reacted to and partially resolved in ways that interact with new historical events. The ironies that one
can find in this process are numerous.
The Official Party of the Revolution justifies its maintenance of power by the need to resolve crises in
development, but that desire itself generated opposition which led the PRI in 1986 to foresee its
eventual loss of majority status. The electoral code of that year provides the complicated mechanisms
by which the PRI will try to preserve the "benefits" of majority party rule, and the opposition will now
need to seek revision of that code and to obtain ever greater representation at all electoral levels. If the
opposition can defeat the PRI's policy of attempting to confine electoral challenge to the Chamber of
Deputies, then Mexico can move forward gradually from "one‐party democracy" to a multiparty system.
Although many positive developments have taken place in the six periods, some accumulated "non‐
political" problems bode ill for Mexico's development. As the Official Party attempts to privatize the
economy, for example, it does so without a private banking system and with little financial liquidity. Real
deposits in the government‐owned banks have fallen to 53 percent of the pre‐nationalization level of
1982, for example, but the PRI seemingly has difficulty giving up majority control; until it does so, it
cannot generate the confidence needed to encourage the return to Mexico of the majority amount of

funds which fled. CSG will have to ponder this problem and resolve it by preventing a revolt from the left
wing of the PRI dominated by JLP and LEA, who would strongly protest denationalization of the banks as
would the newly powerful Democratic Front.
Yet Mexico' s present crisis since 1982 can be seen as a healthy one, which has provided the first real
incentive to overcome the statism that could only prevail at a high cost. As long as the money flowed,
implicit pacts would keep interested parties working to support the Official Party in ways that did not
make economic sense. But the state structure should be dismantled in a way that would not harm
Mexico's economic base and that would cushion the blow to Mexico's workers as the country shifts from
an inefficient base to one that can compete in the modern world. How to manage this shift is the issue
that CSG will face when inaugurated in December 1988. lronically, the PRI may lose the Mexico City vote
and win the election by relying on its compliant peasant base in the poor southern states.
The ironies of Mexico's "Permanent Revolution" are compounded by the traditional classification of
presidents as being of the left or right. For example, Gustavo Díaz Ordaz (GDO) is seen as a rightist
mainly for his attacks on the students in 1968, but, as the data given here on land reform show, he
published more resolutions to distribute land to ejidatarios than any other president and he actually
distributed almost as much as did Lázaro Cárdenas, the hero of the left.
Although since 1976 presidents have lost interest in land reform as they focus on industrialization and
converting Mexico to an export‐oriented country, the historical problem of land willlinger. The
expanding population will never fit on the land, but the land reform cannot easily be undone. A major
test of the "Revolutionariness" of the PRI is its continued distribution of land to the peasants, its
strongest supporters. Future presidents must rationalize the need for large‐scale commercial agriculture
to supply the majority urban population who want inexpensive food, yet must find nontraditional ways
to help the peasants who live in increasingly impoverished economic conditions.
This interpretation of the six ideological phases governing Mexican history since 1910 has drawn on
long‐term quantitative data to suggest the nature of the contradictions and problems faced by Mexico's
leaders. The themes considered here exemplify the broad range of social and economic issues that
interact with political matters. It is hoped that this overarching view of the meaning of Mexico's past
provides a basis for thinking about the country's alternative futures.
Postscript, October 1988, Puerto Vallarta, Jalisco
Since spring 1988 when this volume was prepared for publication, Mexico has undergone
unprecedented political change while socioeconomic problems continue to multiply. Though consistent
with the threat to the PRI's power as analyzed above, the far‐reaching results of the July elections have
been a surprise to most participants, including the PRI, PAN, FDN, and voters.

Although only one‐third of the 1988 pree1ection polls predicted that Salinas would win the presidential
election, three‐quarters showed him winning only a relative majority, not the coveted absolute one.
Whereas most opinion polls put CSG's victory in the
37 to 47 percent range, El Colegio de México and the UNAM Faculty of Polítical and Social Sciences
workshop each forecast that CSG would win with 61.4 percent of the ballots.60
However, depth of discontent with the Official Party was so great and monitoring of voting places by the
PRI's opposition so effective that when the first electoral results became known after the polls closed on
[uly 6, the FDN realized that it could claim victory. The government, which had banned the Gallup
organization from conducting exit polls on July 6 and which delayed releasing the vote results, soon had
to admit not only that it won by bare relative majorities for the presidency and for the Chamber of
Deputies, but also that it had to cede four seats in the 64‐seat senate and recognize that it won only
39.4 percent of the vote for the Assembly of Representatives of the Federal District. As the contested
vote count continued, both the FDN and the PAN rejected the PRI's claim to victory.
Four views of the presidential election results are given in Table 17. According to the opposition FDN, it
won the election with 39.4 percent of the vote to 35.8 for the PRI. This view is buttressed by "military"
data on the election leaked to the PMS, an ally of the FDN. (It seems that the military, in charge of
transporting and guarding the votes, was privy to this "real" vote count and subsequent manipulation by
the PRI.) But the Comisión Federal Electoral reported that the PRI had won 50.4 percent. When the
Chamber of Deputies met in September to certify the results, the PRI majority raised the amount by .3
percent, thus giving it the 51 percent required to claim a "mandate." The PAN, which like the FDN had
monitored polling places throughout Mexico, also promised to release its independent view of the
results, but it did not do so. Some observers have suggested that the PAN may have won even fewer
votes than the 17 percent indicated by the official results. Yet the FDN view suggests that the PAN won 4
to 5 percent more votes than the government would admit. Oddly, some PANistas continued to argue
that the FDN had been created by the government in order to discredit the PAN and its role as the
traditional opposition to the PRI.
With regard to the vote count, the government legally is obligated after the election to open all voting
records for verification by the parties involved, but records were opened for only 55 percent of the
polling places. The government promised that the records for the remaining 45 percent would be made
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available for inspection, but in the end did not do so because the records apparently showed that the
PRI had been defeated. Thus the Official Party deputies voted in a bloc to declare Salinas president‐elect
of Mexico, an act which led the FDN to announce that the PRI had consummated a "technical coup
d'état,"61 not through a military coup but through an "illegitimate" action which required popular
resistance. Although the PAN voted against Salinas, within two months it announced recognition of the
PRI candidate as president‐elect.
The basis for concluding that the PRI was defeated in the 1988 presidential election is found in Table 18
which shows that according to the verified vote Cárdenas won the election with 39 percent, the amount
claimed by the FDN. Given that Salinas won only 34 percent of the verified vote, he would have had to
win 67 percent of the unverified vote in 24,642 places to overcome Cárdenas's advantage. Cárdenas's
verified percentage would have to be cut nearly in half in the unverified vote, an unlikely event in light
of the strong trend in the verified 55 percent. The PRI claims that the unverified vote carne from distant
rural areas, mainly in the south, which traditionally vote for the Official Party. Although this trend may
have been strong in the past, the decline in land reform (depicted in Table 2, above) means that such
support must have weakened. It is doubtful that the PRI won 89.9 percent of the vote in Chiapas (Table
19), as certified by the Comisión Federal Electoral.
While the PRI won a relative majority of votes among ballots cast, other ratios were not so favorable.
The share of registered voters who backed the PRI was only 25 percent. The PRI's share of voting‐age
population (registered or not) was perhaps as low as 18.5 percent (Table 20).
The decline in the legitimacy of the Official Party is revealed in Table 21. The percentage of registered
voters favoring the current political system, since it was established implicitly in 1917 and explicitly in
1929, was over 86 percent through 1976, except in 1946 and 1952 when the share fell into the 70
percent range. The PRI vote fell to 71 percent in 1982 when the present economic crisis began, and its
fortunes again declined in 1988.
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To the 33.0 million, one then adds 9.4 million who did not vote for Salinas, reaching 42.4 million or 81.2
percent.62
The argument that more than 80 percent of potential voters have rejected the PRI does not account for
the long‐term trend which shows that the share of the age‐eligible population which votes has never
exceeded 57 percent (1940). Even between 1941 and 1976, when the Official Party enjoyed steady
economic growth with only two periods of serious political protest (1958‐60 and 1968), the share of
voters in the voting‐age population averaged about 47 percent (Table 21). That figure fell to 22 percent
in 1982 but increased to 36 percent in 1988, not far below the 39 percent of 1970. To buttress the
argument that the PRI is not necessarily on an automatic downward spiral, its share of voters among
persons registered doubled between 1982 and 1988. The decline from 1982 to 1988 of the PRI' s share
of the vote from 47 to 19 percent of the voting‐age population (Table 20) can be attributed in part to
the Official Party's need to share percentages of the vote with the opposition parties that it had
stimulated following the 1976 campaign, when the PAN did not (or could not) name a candidate.
Regardless of speculation about the presidential trend in Official Party legitimacy, the 1988 election
results for federal deputies proved to be disastrous for the PRI. Opposition parties won 233 fixed seats
or only 47 percent. Because the PRI won 51.9 percent
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govern by intrigue for personal gain),65 Camacho Solís calls for the PRI to now open a "democratic
dialogue with the opposition parties," thus developing understandings and "even alliances."66
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Let us suppose that for the same congressional post Juan, Alberto, and Pedro enter into competition.
Only one wins and the votes for the other two are lost, as in the lottery. Their votes are not transferred
later to others in the losing party in order to make a deputy.
This unnamed PRIista concluded by noting that the "popular will is indivisible" and cannot be
apportioned to reward losers, "in many cases even including persons who did not take part in the
election.”
Fourth, Fidel Velázquez, effective head of the PRI's Confederación de Trabajadores de México (CTM)
since 1941, said:69
instead of fighting the opposition, the PRI has ceded power step‐by‐step, each negotiation leading to the
opposition's benefit; members of the PRI have been uselessly sacrificed [in the elections], among them
some members of the CTM in order to give more power to the opposition. The labor movement is not in
accord with these tactics because they lead to defeat and failure.
Further, in reacting to the FDN's unprecedented September 1 demonstration that interrupted MMH
during his sixth presidential address, Fidel public1y cal1ed demonstration leader Porfirio Muñoz Ledo an
uncivilized leader and, specifically, an "hijo de puta."70
Fifth, PRI president Jorge de la Vega, noted for his caution and blandness, startled the nation in a speech
September 16 when he made thinly veiled threats against the FDN, which, ironical1y, he labeled with
the fol1owing adjectives: foul‐mouthed, calumnio ous, peurile, immoral, perverse, lying, fascist,
simplistic, disruptive, destabilizing, intransigent, dogmatic, degrading, offensive, insolent, insensible,
strident, provocative, reactionary, and utopian.71
Confronted by this harsh reaction in the PRI, Salinas faces at least three wings. Emerging at the center,
Salinas and Camacho Solís had to convince the PRI right wing, led by spokesmen such as Fidel Velázquez,
to allow PML to be seated in the Senate; and they have to take into account the PRI's left wing, now
cal1ed the Corriente Crítica, made up of former col1aborators of the Corriente Democrática who did not
leave the Official Party to join the FDN and its proposed new Partido de la Revolución Democrática
(PRD).
The task of Salinas will be to mediate among the wings of the PRI and to end the monopoly of his own
monetarist group which governed with exc1usivity under MMH, who brought him to power. One of
Salinas's proposed plans for "modernizing the PRI" is to end the party's corporate basis and institute
geographic representation. PRI leaders would be chosen to represent states, cities, towns, and places
rather than organizations such as the National Confederation of Peasants and the CTM. Clearly this
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would make the PRI more accountable to the various regions of Mexico. The 88‐year old Fidel Velázquez
will present a problem to the PRI if it tries to eliminate the CTM as one of the pillars of the Official Party;
indeed his followers have threatened to break with the PRI to form a party of the proletariat,72 should
Salinas further weaken the role of the state or further damage the Official Party by "surrendering" to the
opposition such major posts as governorships.
In light of these problems, and the Official Party's historical justification of its one‐party rule as required
to manage successive crises in the six ideological stages of Mexico's national development, 1 have joked
that perhaps the most to which Salinas can aspire politically is to reconstitute the PRI with a new title
such as Partido de la Crisis Permanente (PCP). A PCP could attempt to resolve the crises within the
Official Party as well as in the nation.
The big opposition parties have also been affected by the July 6 election results. The PAN must reconcile
itself to the fact that it is no longer the major opposition party, which can benefit from votes by citizens
who merely want to vote against the PRI.
To challenge the PRI and to maintain its position vis‐a‐vis the PAN, the FDN must establish itself under
one banner as the PRD; otherwise it will lose state elections. (By late 1988 the FDN was still not able to
follow up its July 6 triumph, for example, losing the struggle to win governorships in Tabasco and
Veracruz.) The PPS and PFCRN have now stated that they will not join the PRD, making state victories
problematic even if the FDN were not opposed vehemently by Fidel Velázquez and other old guard
PRIistas. To complicate matters for the Cárdenas‐led PRD, the PFCRN will confuse voters by appearing to
be the Cárdenas party.
To win federal elections, the opposition parties will have to unite to wrest control from the Federal
Election Commission. The Official Party‐government bloc has dominated the Commission for 33 of its 43
years of existence, as is shown in Table 24. Although the PRI theoretically played a minority role for eight
years from 1979 to 1987, the PRI was always easily able to retain control by winning the support of a
divided opposition. With MMH's realization in 1987 that its days were numbered as the unquestioned
power, the PRI‐government bloc was given a strong majority position.
Although the 1987 election code attempted to modernize electoral practices by providing public funds
to all political parties, the code did not live up to the myth created about the benefits to opposition
partics. According to the myth propagated by MMH, under the code
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Televisa's support of the PRI became so one sided that its programming ethics were the subject of public
censure. For example, immediately after the election Televisa politically edited its serial "Senda de
Gloria" (a historical drama on the Revolution from 1917 to 1938), censoring it to omit mention of Lázaro
Cárdenas. According to the historian who coauthored the serial, the omission of references to Cárdenas
cost the entire serial not only the resolution of the historical themes taken up from the outset, but also
its dramatic conclusion.75
To protest Televisa's openly biased news program "24 Horas," the PAN not only called for a national
viewers' boycott, but was also instrumental in the launching by the Comisión Federal Electoral of an
investigation of Televisa's news programming.76
The PRI's use of television in the presidential campaign was unprecedented and took advantage of the
fact that the country has an estimated 20 million television sets that now reach two‐thirds of the
population. Televisa not only gave 90 percent of its news coverage to CSG, but it donated time for more
than thirty CSG "dialogues" with citizens who phoned in to discuss issues or make complaints.77 Speaking
by telephone in a controlled setting, CSG exuded warmth and genuine concern in his conversations with
callers; perhaps selected for their nonpartisan tone, many of them openly criticized the government. In
my view, CSG was at his best in these television dialogues, which presented him from a low camera
angle which enlarged his presence on the screen. Certainly CSG´s small stature did not help him on the
campaign trail.
CSG's preference for using television during the campaign can be understood in light of the difficulties of
traveling among the people, which he tried to confine to lightning‐like visits. Too often for comfort he
was greeted by either small crowds or open hostility. For example, in Coahuila picket sticks were hurled
at him by angry peasants and in Yucatán water balloons were dropped on him from a movie theater. In
Morelos sugarcane workers beat angrily on his bUS.78 Such incidents had never happened in the
previous ten presidential campaign tours managed by the Official Party, dating back to 1934 when
Lázaro Cárdenas initiated travel to every comer of the republic. Television did not show CSG's problems
en route, but rather focused on places where he was well received.
Newspaper treatment of the 1988 election campaign was somewhat more fair than television coverage,
especially in reporting the size of Cuauhtémoc's crowds, but it had grave limits stemming from the PRI's
tradition of buying newspaper coverage. According to one keen V.S. observer:
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Reporters receive free room and board on the campaign trail; telephone service is gratis. Traditionally in
Mexico, reporters are paid extra money by the government ministries that they cover, and the same
holds true for the PRI campaign.... Over the course of the eight‐month campaign, the sum of such
payments runs into thousands of dollars, reporters say.
Opposition campaigns receive front‐page coverage in most newspapers, although the placement of
stories on the page reflects a clear bias toward the PRI. First, all opposition parties are treated as equally
inferior. The miniscule campaign of the right‐wing Mexican Democratic Party is often given the same
weight as Cárdenas's surprisingly strong campaign.
Moreover, exceptional displays of support for the opposition are often belittled in the press. A recent
unprecedented turnout of supporters of Clouthier ... along 10 miles of Insurgents Avenue in Mexico City
was generally scorned by the capital's newspapers.79
Beyond propaganda, the Official Party has an advantage over the opposition parties that no electoral
code can offset. Government welfare programs are routinely carried out under the PRI's red, white, and
green emblem, making it difficult to tell where the government ends and the PRI begins. For example,
tortiobonos (government coupons permitting Consumers to buy two pounds of tortillas at about one‐
seventh their regular price) are distributed by PRI membership recruiters, as are cards enabling parents
to obtain free milk for their children.80
The election on July 6 was itself uneventful, much to the surprise of V.S. observers who flocked to
Mexico to watch the proceedings. What the observers saw was citizens voting peacefully in secret
balloting. They did not realize that the real action takes place after the election when the vote totals are
released and public comment begins in the press.
The one event that jarred the campaign process was the murder of two FDN campaign functionaries.
Because the murders remain unsolved, three theories, in the form of questions, have emerged in the
FDN about the cause of the deaths. Did PRI rightwing thugs commit the murders to create an incident
(perhaps involving a warning)? Were the murders nonpolitical revenge killings resulting from local
hatreds in Michoacán? Or, in light of the crime wave sweeping Mexico since 1982, were the killings part
of an ordinary robbery that was aborted?81
Indeed the problem of street crime had become so apparent during the MMH presidency that it was an
issue in the presidential campaign. To overcome police inability to cope with crime and the rise of gangs,
President‐elect CSG is contemplating the creation of a federalized national police force made up of
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45,000 agents, 15,000 from police groups to be abolished and 30,000 from the Mexican army.82 In
recognizing that many of the currently employed police are simply criminals with badges who rob and
kill each other as well as innocent citizens, the new government seems to realize that it must find new
ways to protect the personal safety of the population,83 a problem that has grown as the economy has
faltered in the 1980s.
As president, Salinas must confront the continued decline in real minimum wages, depicted in Figure 8,
which suggests the collapse in the standard of living for so many Mexicans. Through 1981 the minimum
wage was fixed in January after which it declined throughout the year. To overcome the consequent
problem of decline in worker purchasing power by mid‐year, beginning in 1983 the government began
to adjust the wage twice yearly, but inflation since 1986 has required readjustments from three to five
times yearly. Despite five adjustments in 1987, the real wage still lost 14 percent in value between
January and December (Table 25).
MMH attempted without much success to overcome a parallel collapse in capacity for economic
production which is portrayed for Latin America in the data on investment of funds per worker (Table
26). Between 1981 and 1986, Mexico's capacity for economic production fell by 55.5 percent, the fifth
worst case in Latin America after Chile, Bolivia, Argentina, and Costa Rica. Although Chile suffered the
worst decline, 67.5 percent, it did so over three years and subsequently has begun to recover;
Venezuela suffered the worst decline in one year (1983), 52.8 percent; and, like Mexico, it has failed to
begin real recovery. In Latin America investment per worker had been rising for two decades prior to the
foreign debt crisis of the 1980s; however, since 1981 the region's role has evolved from recipient of net
financial transfers from abroad to sender of financial resources.
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Mexico' s shift in net financial transfers from abroad carne in 1982, as can be seen in Table 27. From
1977 through 1981, the country received about 23.2 billion dol1ars in net funds, "windfall" mainly from
sales of oil at high prices and borrowing to expand extraction of the black gold. Since 1982, the country
has sent 48.9 billion dol1ars out of the country, mainly in government service of the foreign debt and
private capital flight. Whereas net transfers added 6 percent to the GDP in 1977, after 1984 they
subtracted almost 6 percent. The six years uf net transfers out of the country between 1977 and 1987
were made at the expense of investment in Mexico' s productive planto The .resulting time lag needed
to recover from this long‐term decline in investment has created a gap in research and the ability to
complete in technological development that will take years to overcome. To resolve Mexico's economic
problems, MMH continued to borrow abroad. By 1987 the foreign debt rose to 93.2 billion dol1ars in
standard terms of 1980 (Table 6, part 2), an increase of 18 percent. MMH was able to reduce the total to
81.4 billion by the time he left office, but he did so at the high cost of slicing development funds for
industry and agriculture as wel1 as for social services.
Foreign debt interest payments by the Mexican central government, parastate agencies, and the private
sector are also shown in Table 27. While they totaled 42.2 billion under JLP, they rose to 57.3 billion for
the years of MMH. Under JLP the interest payments were offset by the positive flow of net transfers.
Under MMH the payments constituted a serious drain on a situation that was already very serious.
The problem of the public debt is not only serious with regard to the funds that leave Mexico, but it is
also serious beca use the public sector borrows internal1y to help service the debt. Hence the interest
and amortization payments on the domestic and foreign debt absorb an increasing share of Mexico's
GDP, as is evident in Table 28. Public sector payments as a share of GDP, which did not surpass 11
percent between 1971 and 1981, averaged 21.3 percent after the onset of the crisis. They reached an
astounding 27.7 percent of GD P in 1986, the last year for which data are available. Whereas the central
government used to account for less than half of the total public sector debt service in GDP, since the
crisis it has accounted for up to 81 percent. Why?
Because there is little discretionary funding in the parastate agencies (which in any case col1ect and
spend their own funds), the president of Mexico must rely on the Secretary of the Treasury to col1ect
funds which he can then allocate flexibly to the central government or to cover deficits and debts in the
parastate sector. As the central government has had to
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foreign debt, 49 percent of which is its direct responsibility (Table 6, Part II). Deficit spending will not
solve Mexico's problem; it is already included in the expenditure data discussed here.
To put the best face on a bad financial situation and to convince domestic and foreign interest groups
that the government is resolving economic problems, the government has taken the debt figures out of
its analyses. By not providing the data in a usable way to the public, the government has been able to
shift the focus from the time series presented in Tables 28 and 29.
To show itself in the best possible light, as having worked to successfully reduce deficit spending, the
government has developed three views of the
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The earthquakes of 1985 and the oil shock of 1986 have come to plague De la Madrid's hopes for
recovery. The latter cost Mexico the equivalent of 7 percent of GDP in export income. But funny
accounting prevailed and the primary surplus was close to 1.6 percent of GDP. Meanwhile reserves
increased by nearly a billion dollars in borrowed money.84
Thus MMH claimed that he reduced the primary deficit from 7 percent in 1982 to a 5 percent surplus in
1987.85 However, if we use the data with the debt included, the financial deficit shown in Table 30, as
we must if we want clarity, it is clear that the deficit that counts was 17 percent in that year.
To offset government data presented in the best light, the Private Sector Economic Studies Center has
made independent analyses. One 1988 study is summarized by the Mexico Joumal:86
Between 1982 and 1988, public investment went from 21 percent of the Gross Domestic Product (GDP)
to 5 percent. Worse, investment in basic infrastructure slipped from 5.5 percent to 2 percent of GDP.
The figures, brandished by the Private Sector Economic Studies Center, show that public investment in
real terms plummeted almost 40 percent from the level reached in the Lopez Portillo administration.
This year's 5 percent is the lowest state investment figure in the past 20 years.
Private economists say this means a severe limit will be placed on economic growth in the near and
medium term ....
One result of reduced investment is greatly reduced employment. Another is the visible boom in the
underground economy, which is now‐private economists calculate‐equivalent to 30 percent of the GDP.
This boom has prevented a serious social problem in Mexico, the center commented. Mexico only has
the capacity to employ 43 percent of its working‐age population, the center believes. This makes
nonsense of alf official unemployment figures and dangerous nonsense of the practice of driving the
underemployed off the streets.
With imports now flowing into Mexico to provide inexpensive consumer goods under the CA TT as well
as part of the Pacto de Solidaridad Económica (PSE), Mexican industry must respond. It must compete
internally with the foreign goods as well as expand exports based upon the country's comparative
advantage in wages and energy costs; otherwise the nation faces loss of scarce financial reserves.
The level of reserves, shown in Table 31, had doubled between 1971 and 1978 and more than doubled
again by 1982 to reach 5 billion dollars. In Mexico' s economic crisis of 1982 the reserves fell to a low of
1.7 billion. With devaluation after 1982, the reserves reached 12.5 billion by the end of 1987 (16.5
billion in April 1988) before heading below 5 billion by early 1989.
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To help Mexico survive the OPEC oil price crisis and to reduce the outf1ow of Mexico's reserves until its
foreign debt can be renegotiated, the U.S. government provided a 3.5 billion dollar bridge loan in
October 1988. The loan is also intended to help Mexico recover from the economic damage caused by
September's Hurricane Cilbert, which hit the usually dry Monterrey area as well as the regions where
most storms strike, Yucatán and the Gulf coast. Moreover, the United States made the loan to facilitate
CSG's taking office on December 1, 1988, thus assuring the continued restructuring of the economy and
dismantling of the parastate sector. Indeed, as a condition of the loan CSG agreed to reaffirm and to
extend the reforms already under way in Mexico.88
As Salinas prepares to take office in December, no doubt he will ref1ect on the many ways in which
Mexico is inf1uenced by world economic affairs, especially the twin problems of oil prices and debt, but
he will also have to consider the extent to which domestic politics will let him continue to deemphasize
the parastate sector. He will face tough negotiating in the Chamber of Deputies to go as far as he might
like.
The parastate sector makes expenditures important to the economy and its continued contraction has
major implications for the central government. Parastate expenditure in 1986 was already down to 18.9
percent of GDP compared with its 1981 high of 22.2 percent (Table 33). At the same time, the central
government's share of GDP went from its previous high of 34.7 in 1982 to 36.7 in 1986. As the parastate
agencies decline, it appears that the importance of the central government will rise. Whereas as late as
1980 the two shared the same importance in GDP, today the central government expends twice as
much as the agencies. Consolidated expenditure fell from 52.2 percent of GDP in 1982 to 43.4 by 1988.
Ironically, the present restructuring of the Mexican economy and the reduction of the role of the
parastate sector may well give the central government the expenditure power that it originally sought to
recapture from the decentralized agencies in the 1960s. Where the original ideas that presidents
developed to foster recentralization failed because the central government could never figure out how
to control the agencies, most of which collect and spend their own income according to their special
role, the selling of agencies may accomplish recentralization of government power. Rather than living up
to the theory that they would pay taxes to help national development, in reality most parastate agencies
have operated inefficiently and at a financial loss. Few have ever been efficient enough or rich enough
to be able to pay taxes or share profits with the central government.
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Regardless of how the debt problem is resolved, if Mexico is to undertake effective national
development it must become fully aware of its three interrelated expenditure and credit problems: lack
of discretionary funds available to the central government, unreal value of the debt, and illiquidity of the
partially nationalized banking system.89
Given the ironies and complexities of society and economy outlined in this study, Mexico's politicians
face formidable tasks as they seek to extricate Mexico from its crisis of the 1980s. It is hoped that this
work delineates some of the issues and provides the data for further analysis.
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