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IN TERNATI ONAL DE V ELOPMENT · ~ I N TERNA T I ONAL BAN K FO R 
ASSO C IATI ON 1 RECONS TRU CTI ON AN D DEV ELOPMENT 

INTERNATIONAL F INANCE 
CORPORA T1 ON 

OFFICE MEMORANDUM 
TO: Mr. Robert S. McNamara DATE: January 8, 1979 

FROM : 

SUBJECT: 

J. Burke Knapp 1!1<_ 
Mexican Contri~ution to IDA 6 

With further reference to my memorandum of December 27, on 
the above subject. In the absence of Fred Bergsten I have talked with 
Ed Fried and Arnie Nachmanoff at Treasury with regard to the sentiments 
expressed to me by Latin Americans that contributions to IDA by Latin 
American countries might damage their case, at least in the eyes of the 
United States, for continuing to receive loans on a substantial scale 
from the World Bank. This concern was expressed to me by David Ibarra, 
the Mexican Minister of Finance, and more recently by Alex Kafka who 
specifically asserted that a Brazilian contribution to the African 
Development Bank had been used by Fred Bergsten as an argument for re­
ducing Brazil's access to the Inter-American Development Bank. In 
response to such views, I have been contending that contributions b 
the Latin Am rican cou would far from damag ng their 

Group in helping the poorest countries. 

Both achmanoff fully supported this view and said ~ 
that as far as the United States was concerned · wold be a definite~ 
" us.." for the Latin American c. • s i f they contributed to IDA_. 
They had no doubt that Fred Bergsten would agree and I asked them to 
report our conversation to him upon his return. So far as Brazil and 
the African Development Bank are concerned they thought Fred Bergsten 
must have been misquoted or that what he said was "in jest". 

The only reservation was a reasonable one made by Ed Fried, 
namely, that a Latin American country that made a contribution to IDA 
could not expect thereby to obtain immunity from criticism of the level 
of World Bank lending to that country. 

cc: Messrs. Cargill 
Ardito-Barletta 
Vibert 
Clarke 

JBKnapp:isk 
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rROM: 

SUBJECT: 

rrnER!~ATJOtJ ~L .·DE '.' UOPMENT ·1 ~~~TERNATIONAL e.A!'-t ._ F0f:' 
. A.SS I'.:IC IATI0~ . . RECONSTRUCTIOf~ AN C DE VELOPMENT 

INTERNATION ~L FI~ANCE 
CORPORAl I O~, 

OFFICE MEMORANDUM 
Mr. I.P.M. Cargill DATE: December 2 6, 197 8 

Slightly revised as of 
January 3, 1979 J. Burke Knapp 

, vf1< 
., 

IDA 6 New Donor Countries 
I 

I think the time has come to review our targets for the amount 
of contributions to IDA 6 by new donor countries . 

.As a starting point I note that we are asking- the traditional 
donors for contributions to IDA 6 in the amount of $13 billion, represent­
ing .050 percent of their estimated aggregate GDP in FY81-83. 

For purposes of simplification in relating the contributions of 
new donors to each other, and, for that matter, to those of the traditional 
donors, I am taking as a standard merely their 1977 GNP.l/ The $13 billion 
sum would represent about .25 percent of the 1977 GNP of the traditional 
donors. 

We now come to the difficult question of how we should pitch our 
targets for new donor countries, all of whom (aside from the special ccses 
of Libya and Qatar) have per capita incomes amounting to only a fraction of 
those of the major traditional donors. 

Of course we want to get as much as possible out of the~ but, on 
the other hand, we do not want to frighten them off · by asking too much. It 
is important to get them started, for psychological reasons, and once started, 
we can seek more from them in the future. 

l1y starting point has been to get Spain and Yugoslavia,. as the 
Part II precursors in making IDA contributions, up to a much higher level 
than before. For IDA 6 I have proposed the figure of $70 million to Spain 
and $20 million to Yugoslavia, representing .06 percent and .045 percent 
respectively of their 1977 Gl~. (As you know, the contributions for IDA 5 
from Spain and Yugoslavia were only $21 million and $8.1 million respectively 
at the exchange rates then prevailing, and the figures are very little dif­
ferent at today's exchange rates.) The attached table shows these figures, 
together with my presently proposed targets for new donor countries.l/ 

For the non-OPEC countries, and also for Algeria and Venezuelc, 
I have pitched the figures in relation to Spain ·and Yugoslavia, taking into 
account relative per capita incomes and other factors. (The figure for 

1/ The shift from GDP to GNP makes very little difference for the tra6i­
tional donors. Also note that taking as the standard either GDP oY 
G~~ during the IDA 6 coremitment years is in itself a simplificatio~ 

since the rec.l burden -of IDA contributions is spread over ~he 10-ye=.!' 
disburseDent period. 

( 
2/ I have nm·:: omitted Singapore~and Iran as prospective donors to IDA :. 

I am also counting Korea as a new co~or since their contributic~ t: 
IDA 5 ~cs only c. nominal $1 ffiillicr.. 
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Mr. I.P.M. Cargill 2 December 26, 1978 
Slightly revised as of 
January 3, 1979 

Malaysia, however, is their proposal, vhich clearly puts them out of line 
with their peers.) For Libya, Iraq and Qatar I have had more in mind the 
level of contributions from Saudi Arabia, Kuwait and the UAE, figures for 
which are also shown in the attached table. · 

In the case of Argentina, Brazil, Venezuela, Mexico and Trinidad 
and Tobago I am also taking into accouJt the important fact that in the 
recently completed negotiations for the four-year replenishment of the 
IDB's Fund for Special Operations the convertible currency 3/ contributions 
of these countries were agreed as follows: -

Argentina 
Brazil 
Venezuela 
Mexico 
Trinidad and Tobago 

$72 nillion 
$72 ::1illion 
$70 Dillion 
$46.5 =illion 
$ 3. 9 =illic-u 

Since Argentina, Brazil and ve~ezuela have agreed on virtually 
identical contributions to the FSO I h~v~ follo\;ed the same principle in 
my proposals for these countries' contri~utioils t6 iDA 6, despite the fact 
that this pitches Argentina considerab2.y higher than I \>Jould othen·::ise 
have suggested. Also note that my prc?osed figure of $50 million for · these 
countries would be a little less on a~ a~nual basis than their coutributions 
to the FSO. As for Mexico, if we folla\,-Ed the FSO proportions ·, "'e ;;--i gh t 
have asked $32.5 million from them for I~A 6, but in fact _I have already 
put to them the figure of $25 million. ~·~y absolute figure for Triuicad and 
Tobago is approximately the same as tt2i~ contribution to the FSO. 

One more point with respect to Argentina and Brazil. In view of 
the chronic inflation in these coun tri2s ~ and their policy of '' cra\·ll ing peg" 
devaluation of their currencies, I would propose that we ask them to make 
their contributions to IDA 6 in US dollars rather than in terms of their 
own currencies. 

· Attachment 

11 Argentina, Brazil and }fexico alsc ~a~e lccal currency contributions 
-v1hich are reserved solely for· fin=.:-1c :...ng 1-Jcal e:::pendi tures or" pr :-- j ects 
in the particular donor countrs. 

cc: :·~r. Vi bert 

J El: napp: isk 



Country 

Spain 
Yugoslavia 

Non-OPEC 

Brazil 
Argentina 
Mexico 
Trinidad & 
Romania 
Greece 
Malaysia 
Korea 

OPEC 

Li·~ y a 

Iraq 
Qatar 
J..lgeria 
Venezuela 

Tobago 

Grand 

·l;rJ~ 
1'1emo Items 

Saudi Arabia 
Ku\ .. ~ait 
l.iAE 

January 3, 1979 

Per Capita 
G1TP 1977 

3210 
2060 

1425 
1880 
1100 
2650 
1580 
2880 

950 
860 

6640 
1600 

11600 
1130 
2870 

Total for New 

·z Zo-o 

5320 
13000 
15300 

Total 

Total 

Donors 

Possible Contribution 
to IDA 6 

(in US$ million equivalent) 

70 (already proposed) 
20 (already proposed) 

50 
50 
25 (already proposed) 

4 
15 
15 (already proposed) 
35 (already offered) 
10 

204 

75 - 100 
50 
15 
10 
50 

200 - 225 

404 - 429 

590 1 / 
300 l/ 

85 l / 

.r; 13 z.) 

Sa!:.~ c.s ~ o= 
1 ~ 77 2\P 

.06 

.045 

. 03 

.10 

.035 

.15 

.045 

.06 

.30 
.035 

I '"I 
.~..)-

.25 

.60 

. :':, 

. l 4 

,. uF 

1..20 
L . _u 

. 75 

. /)s)) 

.65 
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APPnOVAL NOTE AND SEND ON 

CLEAnANCE
1 

PER OUR CONVERSATION 

COMM ENT PER YOUR REQU EST 

I 
f-O R A CTI ON PR !:P/\HE P. EP L Y -
INFOHMATION RECO MMENDATION 

INITIAL SIGN/\ TUHE 

NOTE AND FILE URGENT 

REMARKS: 
-

Hith regard to the amount of the 
Mexican contribu 'C ion to IDA 6, I should 
like to discuss this with you separately 
in the context of what we have asked and 
are planning to ask from new donor 
countries • 

. • 

I; 1 .. f. 

FROM: ii1t'\ 
..T. BU~,ke 1Knapp 
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INTERNATIONAL nEvrtoi, MCNT 1 INTEriNATIONAL OANK .ron 
ASSOr:IATION f<ECONSTRUCTION fiNO OCVELOPMENT 

INTERNATIONAL FINANCE 
COfWOHATION 

OFFICE MEMORANDUM ... 

-TO: Hr. Robert S. McNamara DATE: December 27, 1978 

FROM: 

SUBJECT: 

J. Burke Knapp 1/;Jf{ 
Mexican Contrib,~io~ to IDA 6 

' 

The following memorandum is f~r your use during your forth­
coming visit to Mexico. 

During the Annual Meeting I had a talk with David Ibarra, the 
Mexican Minister of Fillince, regarding Mexico's participati~DA 6. 
His reaction was very positive and he said that he would follow up with 
his colleagues in Hexico. I did not mention a specific figure at our 
meeting but a few days later, through Eduardo P s ueira, I proposed a 
figure of 25 million, emphasizing the small annual bur · en t at this 
mplied over the IDA 6 disbursement period of 1981-90. (Average of $2.5 

·million per annum \vi t ak of ~5 million per annum in the middle SO 1 s.) 
Before the end ra called me to say that 

had decided to artici ate in IDA 6 and o se~d a e uty to the 
specifically asked Pesqueira whether he hleant a Deputy 

or an Observer, pointing out that sending a Deputy implied a definite 
commitment to participate. After checking his sources Pesqueira reiter­
at6d th2t they would send a Deputy and that he hoped to fill that role 
himself. 

and on 
ion and 

attached.) 

On October 24 I \vrote to Mr. Ibarra to thank him for his response, 
9 leasure -at Mexico's 

transmitting t e papers or the Paris meet1ng. ee copy 
No reply has been received to either of these letters. 

However, in the event, Mexico was not represented in Paris and 
in a subsequent telephone conversation with Eduardo t>esque1ra 1n ~xico 
t learned that, in fact, th~matter had not yet been finally cleared with 
the President. Pesqueira repeated his full confidence that Mexico \·7ould 
~but said that they were hesitating over the amount of their 

contribution, feeling that the figure of $25 m1XI1on was p1tched very high. 

The on the Mexican minds is 
(at least the U.S. Treasury) 

r · -r the Inter-American Development 
Bank to the higher-income Latin American countries, meaning in particular, 
Argentina, Brazil and Hexico. David Ibarra raised this matter with me 
in . our first conversation and ~aid tl.lat any serious move in this directi2ll 
wpuld be damaging to Mexican cqqpcratio!1 P-itlJ t-he World Bank Group. 

. • :::>' 

Since then the subject has come to a head in the IDB and one 
feature of the rece11tly negotiated increase in the IDB's capital and the 
replenishment of its Fund for Special Operations is a provision requiring 

o . 
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Mr • . Robert S. McNamara - 2 - December 27, 1978 

the Bank not to :l.ncrease its annual lending in nominal terms to' these 
three · countries.l/ The ceiling for each of them is now $250 million a 
year. It remains to be seen how far th~ U.S. will try to push this 
matter in the \-lorld Bank. In any case I would certainly hope that you 
can persuade the Mexicans not to let this issue stand in the way of their 
acceptance of participation in IDA 6. The way for them to affirm this is 
to ,send a Deputy to the next Deputies mee~ to be held in Paris in the 
second half of Narch. 

!/ You may recall that Fred Bergsten, in his recent testimony before the 
Gonzalez Cormnittce, described this action as follow-s: 

"The second graduation step is that, in the capital window of 
the Bank, the largest ar.d more prosperous Latin countries - Argentina, 
Brazil and Mexic.o - '\vould receive no increase in bor-.covJing in liglti.. 
of their widespread access to private capital markets. Thus they "rlill 
sharply reduce their percentage share of IDB lending, although retaining 
sizable amounts in absolute terms. The Bank Hill help them adjust to 
this change. by arranging an increased amount of co-financing for them 
with IDB projects, improving still further their access to private 
capital." 

Incidentally, the IDB has already phased out its lending to Venezuela. 

,• 

Attachment 

cc: Messrs. Cargill 
Ardito-Barletta 
Vi bert 
D.R. Clarke 

JBKnapp:isk 
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THE VvORLD BANK 

Washinc;ton, D.C. 20433 
U.S.A. ... 

Office of the President ~' I ,·, 

·' 

His Excellency 
David Ibarra Hunoz 
Secretary of Finance and 
Public Credit 

Palacio Nacional, 3er piso 
Mexico 1, D.F., Mexico 

Dear Mr. Minister: 

November 9, i978 

I was greatly pleased and encouraged to hear through Mr. P~squeira 

of the decision of your Government to participate in the next replenish~ 
ment of the resources of IDA (the International Development Association), 
and to designate a Deputy to represent you at the first meeting of the 
Deputies on the Sixth IDA Replenishment that will be convened in Paris 
on December 11-12, 1978. Please regard this letter as our official in­
vitation to Mexico to attend this meeting; the agenda and other relevant 
papers for consideration at the meeting are attached. 

As you '"ill well know from your participation in the Bank's Annual 
Meeting in Hashington in September, there is an increasingly widespread 
recognition, stimulated in part by the Bank's recent World Development 
Report, that the plight of the poorer developing countries makes pressing 
calls upon all of us to augment both the amount and the effectiveness of 
external assistance to these countries. The Horld Bank Group, because of 
its central position in the family of international development institu­
tions, feels a sense of great responsibility in this matter. We are there­
fore bending every effort tov1ard mobilizing more concessional funds for 
assistance to the poorer developing countries, and toward making further 

_improvements in the administration of the funds provided to us. In par­
ticular, we are reorienting our activities toward a direct attack upon 
the appalling conditions of poverty that exist in these poorer developing 
countries. 

· IDA will play a key role in this program since the great bulk of its 
assistance is rendered to countries whose per capita income still remains 
below $300 a year. Hence, there is nothing to which I attach higher 
priority than the successful conclusion of the international negotiations 
for the Sixth Replenishment of IDA Resources. 

So far as the Mexican action is concerned, I - understand that Mr. Knapp 
has already expressed to you his conviction that it will be very warmly 
welcomed by the international community, first of all by the deve~oping 
countries that will be the ultimate beneficiaries of your generosity, and 

. ' 
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H.E. David Ibarra Mu5oz - 2 - November 9, 1978 

secondly by the principal donor countries to the IDA fund, who ' will 
find their own position with their Parliaments and Congresses greatly 
strengthened by the participation of l1exico and other leading developing 
nations in the IDA Replenishment. I very much agree with this assessment; 
furthermore, I am sure that your action Hill be most helpful to us by 
encouraging other middle-income developing countries to join in our IDA 
program for assisting the poorest countries through collective inter-

·· national action. 

With best personal regards, 

Robert S. HcNamara 

• . 

Enclosures 

>' 
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TO: Mr. Robert s. McNamara, President DATE: December 26, 1978 

FROM: ~ Warren C. Baum, CPSVP 

SUBJECT: CGIAR - Mexico as a Possible Member 

1. We have been considering how to improve the representation 
of the developing countries in the meetings of the CGIAR. A few LDCs 
are members by virtue of being donors to research centers supported by 
the Group. Nigeria and Iran are examples. Officially, developing 
countries are represented by members elected by the FAO regional con­
ferences of FAO members. The countries elected serve as members of 
the Group for two years at a time. There are two countries from each 
region, making a total of ten. Experience shows, however, that often 
they do not send representatives to CGIAR meetings, and the representa­
tives sent are often not very effective. People from the LDCs are, of 
course, influential within the CGIAR system in other ways. All Boards 
of Trustees of centers, for example, include members from the develop-
ing countries and half the membership of the Group's Technical Advisory 
Committee is drawn from the LDCs. Moreover, the centers cooperate closely 
with national research programs. 

2. We believe, however, that the time has come to consider invi ting 
some of the larger or richer developing countries to become donor members. 
We think India might be interested and have already put out a feeler. We 
have heard that the Philippines, too, might be interested. Mexico should 
be a good candidate, and I would like to suggest that you raise the ques­
tion in principle with the appropriate ministers when. you are in Mexico 
in January. Mexico's size and relative wealth and the relative sophisti­
cation of its national research effort all suggest that it would be a log­
ical choice. Moreover, it has long had the benefit of external assistance 
for its agricultural research, first through the efforts of the Rockefeller 
Foundation, and more recently as host to en~. 

3. With Saudi Arabia, Nigeria and Iran -- all of whom have made 
substantial contributions -- we have taken the position that they should 
support the activity of the Group generally rather than solely the partic­
ular center for which they might be host. All, therefore, have supported 
a number of centers (though by no means necessarily all the centers in 
the CGIAR system). We would hope Mexico would do the same, though it is · 
possible they might wish· to confine their support to the three ceriters· in ' 
Latin America- CIAT in Colombia, CIP in Peru and CIMMYT -in Mexico itself. 

4. We do not have a spe.cific level of contribution in mind. This 
· could be a matter of discussion at a later stage. However, a million 
dollars or more would be satisfactory, and anything less than half a 
million would be a poor precedent and hardly worthwhile. 

/Continued ••• 

-. 
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5. You will remember that the contributions of the IADB to 
the three centers located in Latin America are paid out of the Social 
Progress Trust Fund managed by the IADB. This Fund was originally 
subscribed by the US in dollars. To a large extent loans made out 
of it are serviced in local currencies. Mexico has regularly paid 
into the Fund large amounts of Mexican pesos to meet payments of 
principal and interest due, and it is from this supply of pesos that 
the IADB has contributed to CIMMYT. In the past, the supply of pesos 
has exceeded the amount of the IADB's contribution, but the supply is 
tailing off and in future may be too small. IADB intends to use other 
sources of Mexican pesos. Mexico retains some influence over IADB's 
use of pesos and IADB may not yet have cleared its lines with Mexico 
on the future use of pesos for CIMMYT. I doubt that this presents 
any problem, but thought you should be a'vare of it. We have consulted 
with Jose Epstein, Manager of the Department of Plans and Programs (who 
is the person concerned), and he does not believe raising the question 
of CGIAR membership would cause the IADB any difficulty. 

6. I am aware that the Bank is in the midst of discussion with 
Mexico about becoming a contributor to IDA and that you will probably 
be discussing that question when you are there. This and membership 
in the CGIAR a~e both part of the broader question of Mexico's poten­
tial role as a provider of official development assistance. I hope 
you will find it appropriate to mention the CGIAR in this broader con­
text. -While other ministries (such as Foreign Affairs and Agriculture) 
will have an interest, I assume you will wish to raise it initially 
with the Ministry of Finance and ask them to discuss it with the other 
ministries. Our immediate objectives are (a) to get Mexico to send a 
representative to an early meeting of the CGIAR (we have a mid-season 
meeting in Hay, but the next Centers Heek - which would probably be 
more appropriate- would be in November), and (b) to open a dialogue 
with the appropriate Hexican officials on the implications of CGIAR 

. membership and the appropriate level of contribution. If you find the 
Mexicans receptive, could you please ask them to indicate the person 
with whom we should discuss the question further. 

7. I would be glad to answer any questions you may have. 

Cleared with Mr. Lari 
c.c. Messrs. Ardito-Barletta, Lari, Dutt, Koch-Weser, Cargill, Knapp 

MichaelLLejeunc/ms/File E 
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DP/GC/MEX/R.2 
• English 

P_age 2 

I. INTRODUCTION 

The Government of Mexico, through its Ministry of Foreign Affairs, hereby 
submits its proposals for the period 1978-1981 for consideration and, if they are 
in order, approval by the Governing Council of the United Nations Development 
Programme. 

On the basis of the guidelines laid down by the President of Mexico, 
Mr. Jose Lopez Portillo, this document describes the objectives regarded as 
priorities for Mexico's development after consultations with the sectoral heads 
of the relevant priority areas, namely: food, energy, capital goods and job 
generation. International co-operation is therefore being sought to back up the 
co-ordinated activities planned by the various agencies in the public sector. 

As a result of this consultation process, more than 120 projects were 
submitted, representing a total cost of approximately $170 million in terms of the 
international co-operation requested. A selection was made among these projects on 
the basis not only of national priorities but of the possibilities of integrated 
programming for the whole group. Account was also taken of the new scope of the 
United Nations Development Programme and the possibilities of negotiating 
bilaterally and with United Nations agencies which have their own resources and 
programme. 

II. DURATION OF THE PROGRAMME 

This programme covers the four-year period 1978-1 As the previous 
five-year programme covered the was one year out of step with 
the periods covered by the UNDP Indicative Planning Figure. It has been brought 
into line with the IPF period by limiting the present programme to four years. 

The year 1977 was used as a transitional year between the two periods and 
enabled the new Government of President Lopez Porti~lQ to define its development 
and technical co-operation objectives. -----~~ 

Available UNDP resources for this period tot 
tte annex). 

III. NATIONAL DEVELOPMENT PROSPECTS 

see table in 

Taking into account our development potential and the economic and social 
crisis facing the country when it came into power, the present Government drew up 
a country programme in the form of a Popular Alliance for Production, through which 
a number of agreements were reached with the different production sectors and the 
private sector was persuaded to invest in various sectors of the economy. 

The necessary financial instruments were secured for this purpose by 
implementing appropriate fiscal, monetary and credit policies, regulating profits, 
prices, wages, foreign exchange transactions, the national and foreign debt and 
public expenditure and investment. 

~: I ... 



DP/GC/MEX/R.2 
English 
Page 3 

This Alliance, which will make it possible to satisfy our need for . harmonious 
growth and development in the context of a continuing commitment to social justice, 
has the following objectives: 

1. To increase production and generate employment, at the same time altering 
the structure of production in order to gear it towards goods and services which 
satisfy the basic needs of the largest groups; mass production of such goods and 
services should lower costs and improve quality, thereby guaranteeing minimum 
levels of well-being for the entire population. 

2. To improve income distribution in order to reduce inequalities which are 
not only unjust for those who have been left behind by progress but also prejudicial 
to the entire population, since in the last analysis, advantages and disadvantages 
alike will always affect everybody sooner or later, particularly in present 
circumstances. 

3. To promote self-determination through national economic independence, 
strengthening our mixed economy and directing our activities towards achieving the 
proposed goals. For our country possesses vast and diverse resources which must 
be more effectively utilized, with special emphasis on satisfying social interests, 
because that is the best way to satisfy individual interests in the long run. 

At the same time, the Alliance provides for an export policy which will take 
advantage of surplus production capacity, restrict imports and promote the 
production of labour-intensive goods. It provides further for issuing stocks 
backed by our national resources and raw materials; combating financeering and 
speculation; promoting tourism; reorganizing the civil service to prevent lack of 
co-ordination or duplication; decentralizing a number of administrative departments 
and responsibilities on the basis primarily of the Single Investment and Development 
Agreements concluded with the state Governments and strict enforcement of 
accountability among civil servants. 

On the basis of the above-mentioned national priorities: food, energy, capital 
goods and the resulti~g increase in employment opportunities, and in order to 
satisfy the basic needa of the largest population groups, activities have been 
launched with resources from the 1978 budget, which is 23.6 per cent higher than 
the 1977 budget. The priority areas covered by the budget are: agriculture, 
fisheries, energy, industry, education, culture, health and social security. 

President Lopez Portillo has said that economic and social planning is a vital 
instrument which serves the Government as the motor of administrative reform. 
Through it the Government can fulfil its commitment to ensure that objectives and 
strategies, goals and instruments are much more closely matched in future. 

Planning is carried out on a continuous basis so that it can remain relevant 
to the actual situation to which it is being applied. Hence the importance 
attached to evaluating the results of the planning exercise itself, the key to the 
effective revitalization of the entire process in the light of experience. 

/ ... 



DP /GC/!vfEX/R. 2 
English 
Page 4 

IV. DEVELOPMENT OBJECTIVES AND UNDP CO-OPERATION 

The global objectives of Mexico's economic and social development are 
summarized above. UNDP support for the country's efforts to achieve those 
objectives is therefore concentrated in top priority areas where the multisectoral 
technical co-operationenvisaged by the United Nations system can be expected to 
be most beneficial. 

Since the glotal cbjectives of the country progreiT~e are ained at 
cackstopping the priority objectives of economic and social policy, their 
intersectoral content and the desired interrelationship between theoretical and 
applied methodological research, training and advice, planning has the advantages 
of a multiple approach, with the result that the interrelationship between 
projects adds to their impact. This provides a solid basis for visualizing forms 
of co-operation which will have to be expanded and developed in future. 

On this basis and in view of the fact that our resources are severely limited 
and that the Government is considering various alternatives for using them, the 
country programme is essentially aimed at achieving the following principal 
objectives: y 

To revitalize the rural sector of the economy and in particular to increase 
food production and productivity; to create new jobs and stimulate income 
generation; to further organize the economic and social infrastructure and the 
marketing infrastructure for agricultural products; to create the necessary 
conditions for maximum utilization of natural resources ecosystems, by: 

Programming public investment in the rural sector at macro- and micro­
economic level, with special emphasis on the country's poorest regions; 

Multisectoral regional planning of economic space in order to develop 
areas which are economically important; 

Improving and expanding facilities for the marketing of agricultural 
commodities and for the design and operation of functional information 
systems on agricultural markets and prices; 

Applied research, extension work and training in areas where development 
is of only marginal economic importance, namely the humid tropical area of 
south-east Mexico and the arid and semi-arid areas of the north-east; 

Developing veterinary education and research at post-graduate level; 

Industrializing agricultural production and promoting small-scale 
agro-industrial complexes. 

!/ An outline of the projects which the Government intends to submit in 
relation to each of the above objectives is reproduced in the annex. 

I . .. 
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Fishing has not developed at the same rate as the country's other economic 
activities. Once the exclusive economic zone is created, the exploitat~on of 
marine natural resources should increase considerably. Development of the 
country's fishing industry will involve : 

Improving the nutritional level of the population, in particular the 
lower-income groups, with special emphasis on increased fisheries 
production and improved distribution on the domestic market; 

Modernizing fishing technology; 

Developing the domestic market in fish products by increasing the volume 
of fish processing plants, improving storage and marketing systems and 
making products cheaper, especially for those species of fish which are 
accessible to large population groups; 

Increasing and diversifying fisheries exports; 

Training more marine scientists. 

United Nations co-operation in the energy sector is concentrated principally 
on non-conventional energy sources and their use for development purposes. At the 
sectoral level, co-operation is aimed at developing geothermal and solar energy, 
both vital to the country's interests as viable alternatives to extreme dependency 
on hydrocarbon fuels, and involves: 

Increased exploration and research into geothermal energy; 

Applied research into a variety of projects which could use salary energy; 

·Work with remote sensing techniques and geophysical and geothermal 
research. 

In the industrial sector, resource utilization is directed towards the 
promotion of appropriate technologies and the adaptation of techniques, relying 
heavily on applied research; creation of a national industrial data system; the 
design and production of packaging materials and, in particular, the planned 
development of the capital goods industry. Specific activities are planned in the 
following areas: 

Selection and promotion of specific industrial development investment 
programmes and projects on the basis of increasing industrial 
competitiveness. The capital goods sector is one of the ·main weaknesses 
of the country's industrialization process and one of the most urgent 
tasks to be faced in the industrial sector; 

Strengthening of the technological and engineering base of industry; 

Promotion of research into and the design and production of canning and 
packaging materials, thereby helping to stimulate the domestic market and, 
in particular, to improve exports. Similarly, promotion of: 

I . .. 
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(a) Innovative technology to reduce dependence on other countries; 

(b) New and broader employment opportunities at all levels; 

(c) Improved scientific and technical information systems for industry by 
improving internal communications, information and documentation 
systems; 

(d) The development of an infrastructure for the education and training of 
staff of the information systems component of the industrial sector; 

(e) The development of applied technological research and efficient 
technical assistance services for the industrial sector, giving 
preference to small and medium-sized industries in order to increase 
plant efficiency; 

(f) Research into alga spirulina in order to increase the protein content of 
the national diet. 

Employment planning and promotion programmes are designed to cope with 
employment problems by focusing on achievement of optimum levels of productivity 
and efficiency, which activate social distribution mechanisms to produce 
acceptable levels of well-being. Those programmes bolster employment policies by: 

Analysing the factors of supply and demand at macro-economic, regional and 
sectoral level; 

Evaluating employment potential in growth sectors; 

Analysing methods of producing goods and services and changing techniques 
for organizing production; 

Strengthening institutional research and training capacity in areas 
related to employment; 

Devising policies and designing programmes to promote opportunities for 
productive employment, in particular' in the rural sector and in small- and 
medium-scale industry; 

Training the rural labour force and encouraging more active participation 
by the rural population in community decision-making. 

The global objective with regard to human settlements is to provide basic 
research for economic and social planning, principally at regional level, by: 

Research into the structural characteristics and operating conditions of 
the rural economy; the requirements for implementing rural development 
programmes in semi-arid, arid and tropical zones; and the prospects for 
developing food and agricultural production in the various regions of the 
country; 

I ... 



Interpreting the relationship between growth and the location o 
industries; 

Studying the main structural aspects of the national urban system; 

Research into and creation of suitable conditions for promoting integrated 
urban and rural growth which will in turn stimulate sound economic and 
social development and help the country to make maximum use of its 
regional resources; 

Identifying new investment opportunities for the establishment of 
industries and services. 

One of the Government's main objectives in its efforts to strengthen planning 
as an integral activity of the public sector is to train qualified staff for 
development planning. Training is provided through a core programme, supplemented 
by special training courses, seminars, round-tables etc., which is intended to 
serve as a forum for the exchange of experience among international and national 
personnel. Activities in thirr area involve: 

The design and functioning of a system of national institutions for the 
systematic training of public sector staff at federal, state and municipal 
levels in those areas most directly involved in the promotion, management 
and planning of Mexico's economic and social development, more 
specifically, the public sector and regional development, and in the 
preparation of project investment programmes and programme budgets; 

The training of public sector staff to ensure that they participate more 
effectively in international meetings; 

Raising the level of training of middle-level management staff in public 
sector enterprises; 

Devising an interagency strategy which will rationalize and stimulate 
statistical activities, and designing an integrated system of national 
accounts which will provide information on the general characteristics or 
economic phenomena and facilitate their analysis, explanation and 
forecasting; 

Devising a system for obtaining information on potential sources of 
international technical assistance; 

I. 0 0 
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V. RELATIONS WITH THE UNDP REGIONAL PROGRM~ 

Mexico is participating in many UNDP regional projects, which supplement its 
national programme activities. This co-operation offers excellent opportunities 
for a unified approach to the Latin American region, consistent with national 
interests. Within this context, r~exico is particularly interested in UNDP support 
for the · efforts of the developing countries to achieve a new international economic 
order, and thereby a form of international co-operation in which technical, economic 
and financial components would be combined within an integrated national planning 
framework at various levels of government, with increasing popular participation. 

Rural development and progress in science and technology are among the 
subjects of special interest for Mexico, since they lend themselves to fruitful 
co-operation on a regional and interregional level. These areas are typical of the 
priority multisectoral objectives of the Government: self-sufficiency in food, 
development of the energy sector, etc. - and lend themselves to forms of 
co-operation based on the exchange of experience among various countries. Generally 
speaking, this multisectoral approach to international co-operation is a prerequisite 
for translating regional co-operation into programmes operating at various levels 
of co-ordination. 

These intersectoral modalities are also particularly suited to the 
implementation of co-operation schemes among developing countries (TCDC), which have 
already proved to be a valuable instrument for extending the scope of technical 
co-operatio·n programming and for consolidating lasting relationships, on a basis of 
equality among institutions of different developing countries. This so-called 
horizontal co-operation is in line with the Mexican Government's support of a 
policy of self-sustained development on the part of the developing countries, which 
really means a gradual blending of economic and social policy-making, the technical 
aspects of economic and social programming and experimentation with technologies 
of local or foreign origin. 

Mexico has also been host to many study trips sponsored by TCDC, particularly 
in the fields of industrial technology, the development of the petrochemicals 
industry and the technology of farming in arid zones, particularly irrigation 
techniques. In this respect, Mexico has been one of the leading countries in Latin 
America in hosting exchange programmes. 

Mexico is the location of the global research project called "International 
Maize and Wheat Improvement Centre" (CI~IMYT). The main emphasis of phase III of 
this project, to which UNDP is contributing over $5 million, is on applied and 
supportive research and on training. The basic research programme has yielded a 
range of highly productive varieties of maize with improved agricultural properties. 
Supportive research is programmed to ensure that the varieties obtained are 
distributed throughout the world for testing and selection. In order to ensure 
that new technology is available for agricultural improvement programmes in each 
country, this programme is training a number of researchers to adapt it as 
appropriate in their respective countries. 
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The most significant aspect of this technical co-operation programme is that 
it represents a first step in making all external multilateral and bilateral 
technical co-operation part of Mexico's economic and socia.l planning. In this way, 
it is hoped to make effective use of external resources firstly to backstop global, 
sectoral and regional programmes, and secondly, as a point of departure for 
gradually linking external technical co-operation with financial co-operation for 
development. 

This general policy, which has brought the technical co-operation programme 
into line with the objectives and priorities of national economic and social 
planning, will also preserve its internal unity while gradually increasing its 
indirect impact, as activities are stepped up, in national and regional projects and 
in multilateral and bilateral programmes. 

Thus, UNDP technical co-operation is expected to have a substantial multiplier 
effect despite the sharp reduction in real resources, which becomes all the more 
apparent when considered over a period of approximately 10 years, and particularly 
in the light of the significant increase in technical co-operation requirements and 
in the capacity to absorb resources. Naturally, this situation lends emphasis to 
the strategic use of programmed resources, cone entrating first on a fevr priority 
areas and then retaining a significant margin of flexibility, so that the programme 
can act as a catalyst for an expansion of technical co-operation. 

This is the reason for the present concentration of the programme on support 
activities for programming, production, job creation and income distribution, these 
being the central themes of national economic and social planning backstopped by the 
Alliance for Production. It is also the reason for supporting the training of 
high-level professionals for the public sector and for regional programming, which 
deals not only with human settlements and the growth of various kinds of towns and 
rural development but also with the interrelationship between rural development and 
problems of self-sufficiency in food. 

The main sectoral objectives described here, such as self-sufficiency in food 
supplies and the restructuring of industry through the development of capital goods, 
are founded on global aspects of the economy's behaviour, such as its balance-of­
payments situation, the level of employment and the public debt. For the same 
reason, it is clear that technical co-operation must take into account problems of 
development and of the dissemination of technologies suited to the country's needs, 
with emphasis on the effective incorporation of technology into sectoral and 
regional programming. 

This demonstrates the relationship betveen the medium-term prospects of UNDP 
technical co-operation programming, as described in this programme, and the longer­
term prospects for the development of the country, which must include general 
policy options such as those which govern the training of professional cadres, the 
development , of alternative sources of energy and town and country planning. 
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On the basis of these considerations, major efforts must be made to increase 
the capacity of technical co-operation to be responsive to development needs, without 
impairing the internal logic of the technical co-operation programme. For this 
purpose, specific consultative machinery will have to be available during the 
execution of the prqgramme as a whole, and the execution of each of the individual 
projects. Co-ordination measures will also be required on a global programme level, 
to ensure better use of the available capacity for training local personnel, a 
flexible exchange of information among the various projects, and the channelling of 
technical co-operation to priority areas. · 

With regard to the implementation of the projects, the Government attaches 
particular importance to the application of the so-called "new dimensions", It 
should be mentioned that various projects have hired short-term consultants or 
training instructors. National technology has also been used, especially for 
technical and economic feasibility studies for industry. The purpose is to extend 
the application of new dimensions through a case-by-case study, evaluating 
comparative costs. As regards the international component of the programme, the 
trend will continue to be to increase the proportion of short-term consultants as 
against personnel on medium-term contracts. 

The programme should achieve flexibility by drawing upon ~reserve fund. With 
the prospect of financial restrictions for ·some time to come, it is vital to 
maintain a margin of flexibility in the programme to permit short-term missions 
to make surveys urgently requested by the Government, and to deal with urgent and 
unforeseen problems arising from the projects. 

/ ... 
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I.P.F. 1972-1976 .... ~20 000 000 

EXPENDITURE 1972-1976 

Net balance . 

I.P.F. 1977-1981 . 

SUM AVAILABLE FOR 1977-1981 

PROGRAMMED EXPENDITURE FOR 1977 

TOTAL AVAILABLE 1978-1981 . 

FUNDS FROM GOVERNMENT SOURCES 

TOTAL AVAILABLE FOR PROGRAMMING 1978-1981 

a. Ongoing projects 

b. New projects 

c. Unprogrammed reserve 

1 194 650 

15 396 992 

519 662 

19 621 696 

378 304 

20 000 000 

20 378 304 

3 475 000 

16 903 304 

208 000 

17 111 304 
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MEXICO--INFORMATION MEDIA 

C i ro Gama rra 
Information and Public Affairs 
January 9, 1979 

The Mexican information media comprise one of the largest networks in 
Latin America and among the developing countries. They include about 616 periodical 
publications--with an estimated circulation of more than 23 mil lion copies--and a 
network of 750 radio stations and about 100 television stations commanding audiences 
of more than 50 million and 20 million respectively. 

The press remains the most important medium in the country, but radio is 
now commanding a wider audience: about 80% of the 64.2 million Mexicans. 
Television is growing in importance, but it still reaches only about 30% of the 
population. 

The printed media have a long-standing tradition that goes back to the 
Spanish colony. Since the 17th century, Mexico City has been one of the main 
cultural centers in Latin America and is still one of the important editorial 
centers of the region. In 1974, 5,733 books were printed in Mexico. 

The State of the Mexican Press 

. . ___ ___ ___ ____ _ AJ .though . the Mexi.can print media . has lost some. ground to radio and 
teievision, it still plays an important role in shaping Government and national 
opinion, even though it is still far from being considered completely free from 
Government manipulation. 

The Mexican press has been traditionally subjected to indirect pressures, 
Government and public agencies• advertising and the allocation of newsprint 
(controlled by an state monopoly) being used as editorial leverage. It is also 
well known that Mexican journalists often receive subsidies or other benefits from 
Government or private sector. For those reasons, the quality of Mexican press 
cannot be compared favorably with the press in other Latin American countries 
--e.g. Brazil, Colombia, or Venezuela. 

On the whole the Mexican news media have . been very supportive of the 
Mr. Mc~ama~. They have given e World Development 

--~~ and the Annual Reports, and also to Mr. McNamara•s speeches. Some news­
papers like Excelsior, Uno ~as Uno or El Naciona t e overnmen official paper in 
Mexico City) have printed adverse commentaries in their editorial pages but they 
have continued giving wide space to straight news stories on the Bank. Their 
criticism centers upon the Bank 1 s alle ed intervention 

~rican imperialism. 
; 
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The diversity of the Press 

At the end of 1978, 303 daily and 58 non-daily newspapers were being 
published in Mexico, with a total circulation of 8.7 million copies. · About 130 
general-interest magazines and 126 specialized magazines, with approximately 14.8 
million sales, were also printed in the country. With very few exceptions all the 
periodicals are published in Spanish. 

Mexico City's 11.5 million residents can enjoy 35 newspapers, ihcluding 28 
dailies, with a total circulation of about 3 million copies a day. Most of the 
250 or so consumer and special interest Mexican ·magazines are also printed in the 
Federal District of Mexico. 

By far the largest newspaper organization in the country is El Sol de 
Mexico, which in 1976 was acquired by the President Luis Echeverria Alvarez. The 
Organizacion Editorial Mexicana--as it is called now--is under the direction of 
Mario Maya Palencia, Echeverria's former Interior Secretary. An active member of 
the official party PRI (Partido Revolucionario lnstitucionalizado), Maya is 
considered a serious contender to the Mexican Presidency in the future. 

TheEl Sol organization owns 45 dailies, including three in Mexico City. 
They are the morning paper Esto (341,000 copies daily) and the two editions of 
El Sol de Mexico (145,432 copies in the morning and 95,212 at noon). The aggregate 
circulation of them is almost 600,000 copies, about 20% of the total number of 

- ·ne'.-'ISpaper ··cop··ies ci r·culating· in - the city. 

A pictorial sports morning paper, Esto, has the largest single circulation 
in the country. But the two editions of OvaC1()rles, an independent sports-oriented 
daily, surpass it with a total of 431,000 copies every day. 

Several other newspapers, with circulations ranging between 240,000 to 
270,000 copies, follow them. They are La Prensa (independent tabloid, 269,277 
copies); Novedades (conservative, 261,404 copies in two editions), El Universal 
(conservative, 248,898 copies in two editions), and Excelsior (241 ,692 in three 
editions). Other important newspapers in Mexico City are Estadio (3-year old 
sports morning paper, 200,000 copies), El Heraldo (185,000 copies), and also Diario 
de Mexico, El Dia, and Uno mas Uno. 

Exce 1 s i or 

Owned since the 1920's by a cooperative of its employees, Excelsior is 
st i 11 mast influent i a 1 and best known Mexican newspaper. Exce 1 s i or 1 s outspoken 
reputation dimin1s ed after the expulsion of former editor, Julio Scherer Garcia, 
in 1976. Under Scherer's guidance, Exc~lsior had acquired a reputation of 
independence against the Government and the business sectors, unusual in the Mexican 
press. 

. .. / 
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Scherer Garcia, editor of Excelsior for 8 years, was suspended on July 8, 
1976 by an assembly of cooperative members. About 200 journalists and other 
employees left the paper with the editor. They accused the Echeverria government 
of trying to silence criticism. Supporters of Scherer charged that his suspension 
was backed by the government and was probably author~zed by President Echeverria. 

The new editors of Excelsior soon assumed a pro-gove~nment position but 
later they began criticizing the administration of President Jose Lopez Porti 1 lo, 
in an effort to regain its image of independence. Now it has a populist, leftist­
oriented tendency. It has been critical of the Bank in its editorial pages 
although it is still very receptive to the Bank's information in the news section. 

Scherer Garcia and his colleagues meanwhile ·established a weekly magazine, 
Proceso, and a national news service, Comunicacion e Informacion (CISA), in 
November 1976. Since then, Proceso has become the most important political magazine 
in Mexico, with a circulation of 70,000 copies a week. 

Another group of former Excelsior journalists, headed by Manuel Becerra 
Acosta, founded the newspaper Uno mas Uno, also with a circulation of about 70,000 
copies daily. Uno mas Uno is a nationalist, leftist morning tabloid, very critical 
of the IMF and the World Bank. 

Both Proceso and Uno mas Uno have become outlets for anti-establishment 
opinions in Mexico. They are very critical of the political and social system, 

. e.$pecj_q l.ly. of .. the _ c;or.rupt ion . in~ i d~ the _Gave rnmen t and inside the P R I. They are 
pr~bably the only truly independent voices in the Mexican medi~. The oth~f 
newspapers including, to a certain extent, Excelsior, reflect the positions of 
the different factions inside the PRJ as well as industrial and business interests. 

An important economic group headed by the family of businessman Romulo 
O'Farrill Sr. controls also a large conglomerate of Media organizations, with 
interests in newspapers, television stations, and editorial enterprises. The 
group publishes 9 newspapers, including Novedades and his evening edition, Diario 
de la Tarde, in Mexico City. Novedades Editores also prints The News, an English­
language daily with 24,115 copieso 

Over 100 other cities and towns have newspapers, the larger state capitals 
having 4 to 9 titles (Monterrey has a daily circul9tion of almost 500,000). Most of 
the provincial press is independently owned, but the number of newspapers becoming 
part of larger chains is increasing. Among the oldest and most important provincial 
newspapers are El Dictamen in Veracruz, El lnformador in Guadalajara, El Porvenir 
in Monterrey, El Sigle in Torreon, Diario de Yucatan in Merida, and El lmparcial 
in Hermosillo. They have circulations ranging from 38,000 to 75,000 copies and they 
form part of an Editor's association. The newspapers with largest circulation 
outside Mexico City are Tribuna in Monterrey (95,000 copies) of El Sol chain, and 
El Norte in Monterrey (82,000) of the Junco de la Vega family. 
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Magazines 

Among the periodicals, the large~t circulations are recorded for popular, 
general readership and women's magazines, but there are also many we l' l-established 
specialized publications. Publicaciones Continentales, which publishes 11 consumer 
magazines, claims to sell about 19 million copies a yearo Some of these magazines 
are also widely distributed in other Latin American countries. 

Among the newsmagazines, the sensationalist, crime-oriented weekly Alarma 
has the largest circulation, with 761,750 copies. Siempre, the traditional political 
magazine since 1953, has 126,596 copies weekly. · Other magazines are lmpacto, !:t2:L' 
Expansion, Plural (a cultural monthly magazine printe~ by Excelsior) and Vuelta, also 
a cultural publication directed by the famous writer Octavia Paz. 

News Agencies 

The main national news agencies are lnformex and Notimex. A private company 
founded in 1960, lnformex has about 200 subscribers, mainly newspapers and radio 
stations. Notimex, established in 1968, although economically independent, is 
politically controlled by the Secretaria de Gobernacion, the Mexican Interior Ministry. 
Both have headquarters in Mexico City. Notimex forms part of the 11 pool 11 of 
official news agencies in the Third World countries. 

Since 1976, Scherer's CISA is also providing information services and 
editorial comentaries to abo~t ~0 provincial newspapers, . and to two radio stations 

·anc! --orie -televrsion- ·station in Mexico · City. 

There are other organizations, like Agencia lnformativa Lemus and Agencia 
Mexicana de Informacion (AMI), that operate at the same time as news service and 
representation agents for provincial newspapers. Lemus has about 46 subscribers and 
AMI serves 33 newspapers. 

Mexico City also hosts a large core of foreign correspondents, including 
rep~esentatives of the main international news agencies. Mexico's Foreign Press 
Association includes over one hundred journalists from all over the w~r1d, specially 
correspondents from United States and European newspapers. Among them are Alan 
Riding of the New York Times and Marlisse Simmons, of the Washington Post. Among 
the wire services with offices in Mexico City are the Associated Press and United 
Press International, the Agence France Presse, the Spanish EFE, the Italian ANSA, 
the Soviet Union's Tass and Novosti, and the Germans DPA and ADN. Reuters, the 
Japanese Kyodo News~ncy, and the Cuban Prensa Latina-are also represented. 

Radio 

Over 95% of the radio transmitters belong to commercial stations privately 
owned. There are 717 commercial stations operating around the capital and throughout 
all states of the countryo In Mexico City alone there are 50 commercial radio 
stations. Many of the commercial stations are affiliated to large net\-Jorks, with 
headquarters in the Mexican capital. 

• •• ! 
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The main radio networks are Radiodifusoras Unidas Hexicanas (RUMSA), with 
63 affiliates; Radio Programas de Mexico (RPM), with 45 stations; dnd Radio Cadena 
Nacional (RCN), with 37 stations. The Sociedad Mexicana de Radio (SOMER) represents 
28 radio stations, but also has interest in 6 television stations and two newspapers 
outside Mexico City. Among the most important commercial stations are XEQ and XEW, 
La Voz de America Latina, both with national audience. Together with XEX, the most 
widely listened informative radio, they belong to businessman Emilio Azcarraga, 
Televisa's President. Radio Red of RPM chain and Radio Mil (head of the Nucleo 
Radio Mil chain) are also wel 1 known for their news programs. 

Over 30 cultural stations .are operated either by government services or 
by educational institutions with government assistance. The most important non­
commercial station is Radio Mexico, a government-owned station with national audience 
and with short-wave broadcasting. Other important cultural stations are Radio 
Universitaria, of the Universidad Nacional Autonoma de Mexico; and Radio Educacion, 
of the Education Secretary. 

Both commercial and cultural stations must make up to 12.5% of their 
broadcasting available to the Government, as required, for programs of educational, 
c~ltural, and civic interest. The programs are prepared by a special service 
provided by the Direccion General de Radio, Television and Cinematografia (RTC), 
the government -agency responsible for the sector. RTC is under the Secretary of 
Interior, and is presently headed by Ms. Margarita Lopez Portillo, the President's 
sister. 

Television 

A private monopoly controls most of the commercial stations in Mexico. 
Telesistema Mexicano operates four commercial networks, each with a main station in 
Mexico City, and microwave links bringing at least one-channel coverage to most of 
the main population centers. The four networks include about 80 stations plus 12 
retransmitters all over the country. Among the owners of Telesistema are the 
Novedades' O'Farril family and former President Miguel Aleman's family. In 1972, 
Telesistema merged with another network, Television lndependiente de Mexico, to 
form the present corporation also known as Televisa. 

The Televisa organization operates Channels 2, 4, 5, and 8 in Mexico City. 
The corporation also has an international network called Univision \vith i3 affiliated 
stations in United States--in Texas, California, New York, and Floridao Univision's 
affiliates carry some direct retransmissions from its home networks aimed at the 
Spanish-speaking communities in their areas. 

Mexico City has another commercial television station, Channel 13, and one 
cultural station, Channel 11. Channel 13 station is operated by the Corporacion 
Mexicana de Radio y Television. It broadcasts to several regions of the country 
through about 12 stations affiliated to a former privately owned net\~ork--Telecadena 
Mexicana--, now financed by the Government. 

• • • I 
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A government-owned station, Channel 11, broadcasting only educational and 
cultural programs, is operated by the Institute Politecnico Nacional. 

The most widely listened news program in the Mexican televi~ion is 
Televisa's 24 Horas. Under the direction of well-known television journalist 
Jacobo Zabludovsky, 24 Horas is a 1-1/2 hour evening program transmitted in Mexico 
City by Channel 2 and relayed nation-wide through affi1 iated stationso Other news 
programs are En Contacto Directo (Juan Ruiz Healy, Chan~el 5); and Hoy Mismo 
(Guillermo Ochoa, Channel 2). 

- 0 -



/ 

World Bank 
Newa Service of the Department of Information and Public Affairs 

.. d A 1 '1 of the 1 ~ F t: 1o · 1 ~ r I ,..., This news item appeare on page • issue of: 

CMJ THE NEW YORK TIMES 

0 THE WASHINGTON POST 

0 THE TIMES 

0 THE FINANCIAL TIMES 

0 . THE GUARDIAN 0 THE WALL STREET JOURNAL 

0 THE JOURNAL OF COMMERCE 0 

~,,, 'The ~1· , .. ~ 
:.:£..4J.}·· . . 

.~: Poverty 
.Of Power · 

· By James Re~ton 

WASHINGTON, Feb. 17-The new 
· President of Mexico, Jos6 ·Lopez Por­

tillo, and President Carter had a use­
ful end amiable vjsit here over the · 
last few days, but this first state 
oocasion for both of them is n. re-

. ·· 'minder ot the poverty of power-of 
·· how ltttle even the most influential 
· ·politicians can do to relieve the basic 
·· ·proble-.ms ot two such friendly but 
· .. different neighboring. states. 

: wr.en Mr. Lopez Portill-o discussed 
U.S.-Mexican relations with President 
Ford a. wblle ago, r-.1r. Ford ended their 

· ." · 'meeting by &!lying this was all ~ery 
·· interesting e.nd he hoped the MeXI~an 
: Pre6ident would say the same thmg 

· · · 't() the Ford staff. · 
._. · · Mr. carter was appe:rently more at­
.. tentive e.nd practical. Mr. Lopez Por­

tillo said in an inoorview at Blair' Hoose 
before he lef~ that "Carter has the gift 

- of seeing the problems of finance, 
tmde, technology and immigration in 
relatioo to · one an<;>ther," and ~fr. 

- Ca.rtler committed -himself personally 
... · to review the work of the joint tT.~.­

Mexlan study oommission and meet 
:.. r~ly to M&lyze Ute problems that 
:: have divided the two countries. 

•. _..: . But even so, these friendly conver­
Baticms did not get at the brutal facts. 

:·::.For the history or nations is not de­
tennined by their leaders, except when 

.. they go to wu. In general fuese days 
,. history is influenced more by the pri­

vate actions or millions of people-by 
: the poverty of the human miald and 
~ particularly by the fertility of the 
. .. human body. . 
'·· · This is the basle problem between 
'"' the United Statf3. and Mexl.co. Messrs. 
·:: Carter and Lopez Portillo S8iw· it as a 
. ~ common concern ot the heml9'¢1ere, 
' -· and not u a confliCt between the cSJpi~ 
· taHst and the third worlds, as it was 

seen by former Mexican President 
·. Echeverria. 

They agreed on ways to ease it 
through better terms of trade for Mex­

. ·co through credits from the Intema­
. · ~io~al Monetary Fund and from tlle 

World Bank, whose presi~ent, ~ 
McNamara .. "filled me . With enth.usl· 
asm/' Mr. Lopez Portillo said. But they 

·:a;==~-~..,.-----~~" ·· ·1n c. country that was prepared to. 
~a~ really deal with the long-range . do its own work and pay attention to 

,. problems so long as Mexico•s piOpU.la- . what•s happening to it, this would be 
i "'tion growth outruns its industrial anQ a howling political crisis, but it's only 

lgicultura.l production and its ability recently that the politicians have 
·to produce jobs at liVing wages for the . begun to realize that in the last year 
millions of Mexicans who are entering · the . aliens entering the · United States, 
the United States illegally. · , most ·of them illegally. probably out- I · 
~ · Again this problem wM mentioned In ·numbered the natural increase of our · 
the talks between the two Pcesidents own. population. 
but not really explored. When Presi- ·Tha two Presidents didn't go Into 
dent Lopez Portillo was born in 1920, . this. and the members ot Congress 
·fltepopulation of· Mexico was 14.3mil· wera·too poUte·to mention it, but the. 
116ft. It is over 63 million today. It is id.~. is getting around . on Capitol Hut 
iliYw' increasing by over two million a that .the timo bas come for a funda· 
year compa.red to the natural increase mental reform after almost a quarter I 

.(births over deaths) or 1.24 million a ota. century, ~f the immigration laws 
ye&c- in th~ United States. · -for a review of documents, and for 
· Frumer President Ecllerverrla told me · crlm,inal penalties ~gainst employers 
a ·few montllS ago that Mexico's PoP~ who hire illegal aliens at unfair wages. 
Jation wouid be 125 to 127 million by .This problem IS getting bey'ond the · 
t.h~ end of the century. President Lopez ·contnll of Presidents. It is a primary 
Portillo questioned this In our oo.rwer- c:Oncem ·of . the un~loyed and the 
ution, said that over a million Mexican unions end ~e Congress or the United 
women of child-bearing age were now States. · I a.sked President Lopez For-
Involved in family-planning programs, tmo whether .he noticed a tittle sign on 
and that the. population would be near· Prestdent .Carter's desk in the Oval 
er to 110 or 120 mUlion by the ~·ear Office: 
2000. . ••o God, thy seats so great and my 

What the Mexicans do with t teir boat is 50 small." 
population, of course, Is none of our . ·· N(). be · said, but it was true: All 

. business-until they cross the 1 J.S. Presidents could do was to try to guide 
border But with no effective so=ial . the boat. "It is not a matter of the 
security or unemployment insur~nce, effort of . 0!\e man alone," . Mr. ~z 
half the work ·force unemployed or Portillo said In his inaugural address, 
underemployed and inflation rum h1g •'but a feat we must all acllieve to-
at ab()ut 30 percent, illegal (or to use gether." . . 
the polite word "undocumentf d") sun. the two Presidents didn't really 
Mexicans. according to the U.S. l..sbor . get down. to the illegal invasion from 
Department, now number about eight the 80Uth or the econ001ic aggression 
mMlion, more rthen the total numbe·· of fl'om the nbrth. We were just trying to 
U.S. unemployed-and Latin Ameri.:an ~~ to kriaw one another, h~ said. 
experts at the State Department put · Maybe next time. 
the illegal alien figure nearer ten 
(nilllon. · 
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By ROBERTO MENA 
.he"'"v'r r u· . ·, Tuesday publi hed the ~Vorld DeveloP.. 

'-nwnt eport, 1978- t 'm.first of a s ries of annua r .._ports by 
\Vorld Bank staff on · i;e progress and prospects of the 
developing coup tries. _...r, ~ft. . . 

·with i!s .. s.~t.isticY1l''appendix, ' 1World Development JndJca­
i rs~·P. ... T1 t~ report deals wi'"h some of the majo deve!opn ent 
issu~s and p-roblems and explores the underlying trends in 
the international econ01.1y. 

The Wodd Bank's intention to initiate ;he serie: of report~ 
vas ar-..nounced last. September by hobert S. rvlcNamara, 

president of the \Vorld Bankt when he adf resE'ed the annual . 
___ _!l!eeting of th -. Board of Gnvernors ·n WH 1 i pt 1 • He noted 
that a number of political lead0rs in t oth developed an 
developing cctmtries had recommonded sucl are iew. · 

:McNamara also saw the . V?orld De\.refopnwnt Report ns 
supplementing the work of the Independe t Commission on 
International De 7elopment Issues (the ->randt Commis­
sion). In addition, the initial report will he subm-itted to the 
rneeting next Sept. 23 of the joint \Vor!d Bank-I1'v1F Develop-
n1ent Committee. · 

!\1cNamara says in the fore o:--d to the report: "Whatever 
the uncertai 1ties of the future, govenuncnts have to act. 
Tl ey are face-d with the necessity of daily decisiorls. And 
hence the quali y of the information, and the range of avail~ 
nblc choices on which those clecL ions will. have to be made 
become critically important. That b why we have Wlder-
t~l_{en this analysis." · 

The report tresses the fact that the progress made by 
dev~loping countries so far has not been sufficient to reduce 
the number of people living in absolute po erty - without 
acce~s to the basic necessities of ... producti re life. The eco~ 
nomic difficulties of the i 1dustrialized ~ountries and the 

:prevailing atmosphere of uncertainty about the growth t,f il­
ternational trade and thefuture movements of capital sug· 
gest that it will be more difficult for the de· elo ing coun-. 
'tries to exp:.1nd their economies in thecon1ing decade than if 
has been in the past 25 years. 

Even to n1ajn .cdn their p esetlt rates of progress, develop­
ing countries will need la ger in!iows of foreign capital, 
whiP u 1de-rt:t <it~ :inc ... o, s , •ffort~ !•, v ·H h'··r~··pd r!w gr wth 
(~.,t r ~. 

1 

•· ' ~ # •·' J" I; tl : ~~ t}t(; 

... ,~ .. '·,. ~ ~· • · .. t :~ ,J ;. ~--~~~ .. !lrc. 
· The repoi·t no .s that the m .asurc:; hat policy makers in 
developing countries can effecti;rely implement ... re 
influenced by cvnditi<:n<;·in the world .:.conon·y, h"'~OSt hnpo - · 
antly by the rnat kcts for thetr e;.q... 1 

.. .. - I 
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Recent development'> affecting their export prospects a re 
noticeably adverse. They include the restrictive new quotas 
introduced as part of the newly negotiated Multi-fiber 
Arrangement, new limits on imports of footwear and elec-·~ 

. tronic products by industrialized countries, and growing 
· demands for protection in a wide range of other ind1Jstries . . 
· The prospects for the growth of developing countries• export 
. ean1ings ·now appear much less favorable for the next 

decade than for the last two. 
The importance of ·links between the industrialized and 

developing countries should be recognized, the report says. 
Of the industrial countries' 550 billion dollars worth of ex­
ports ·in 1975, a quarter · went to the developing countries, 
while the corresponding proportion of manufactured exports · 

. was 30 per cent. The dependence of developing country 
e:h.'POrt 1narkets was E,"Yeater than this average for the manu­
facturing industries in the United States (34 per cent) and 
Japan (45 per cent). · 

Furthert the report notes the "tremendous difference in 
the tnagnitudes of manufactures trade in both direct' ons." 
Exports of 1nanufactures from industrialized to developing 
nations were worth about 123 billion dollars in 1975. The 
reverse flow reached only 26 billion . 
. Future capital flows to developing countries are also the 
subject of uncertainty, the report states. The last few years' 

. extren1ely · rapid growth of commercial lendina to these 
countries has raised some problems. The concentration of 
lending in a small number of countries has made lenders 

_ sensitiv_e to developm nts there. · · · .. .-.:. -~ 
· · To Be Co tmue ? 

.;!; 
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-· ·tan ·~e~co 8up.plant SatidfiJ.abia-~ · ments, h.e contends, could help drive , . saudi Arabia's ability to increase or 
the pnnc1pal energy supp~e~ ?f the down pnces ~ ~uch as $4 per ~r:rel .. decrease· output as . the situation 
~nited States-or, at least, ~h the and save the U1pted States $12 billion • demands enables it to play a "balanc­
influence of that Croosus-nch monar- r

1 
annually. . · . . ing" role that keeps OPEC in business. 

chy? · . , Ironically, friends of Israel who exco- Thus, it has the preponderant voice in 
· For an increasing number of observ· · ~ !iat~ Me"xico's-vo~e f~r a 1975 "~ionism .. setting the world price of petroleum 
ers, the answer iS ''yes." 'fheir optimism ·. ~ rac1m1 resolution m the Uruted. Na· : and the . curr~ncy in. wbich this price 
springs fro~ the vertiginous growth in' · ttons now· see 1n. that . country's blac~ :. will be denominated (now dollars). • 
Mexi.co's oil wealth. Three years ago : gold an ?PJX?rtumty to reshape Amen·: The ~exicans have repeatedly 
Petroleos Mexicailos CPEMEX), the state . can foreign policy. Most outspoken has 1 spurned an economic attack on OPEC. 
o~l ~onopoly, reported holdings of 5.8 been T_he New Republic, whi.ch has~ P~MEX charges America~ the OPE~ 
billion barrels. Since then the figure cha~gea the U.S. go~ernment w1th con- . prtce. FurJlermore, the thmgs that LO­
has been revised annuallyt. most re- cealin.g PEM.E~X's oil wealth from the . pez Portillo might do to accelerate ex­
c~ntly on Sept. 1 when President Jose : American people and Co~gress as part ' ports even more-grant franchises to 
LOpez Portillo announced '"proven·~ of an energy plan prerrused on both the "Seven Sisters," lay an oil pipeline 
reserves ot 20 billion barrels and "pOS!i· · scarcit.Y and "nuzzling the Arabs." 'f!le · to the Texas border, parallel to the gas 
ble" reserves ot 200 billion Barrels magazme advocates an "extra-spec1al . main, impose stringent consumption 

The prospect of vast h drocar~n dS. ; ·~elati~:mship".with.~~~xi~o to offset _the . controls on his citizens. flare additional 
posits to the south has a:oused tremen· :. 5P~1~ relationship Wlth the SaudlS. gas, purg~ _the v~nal Oil_ \Vorkers Union 
dous interest So Vigorously has Ambas- i Simil~rly, the Near ~~ Report has -are ~obtlCally ~p~sstble. . 

,sador Patrick J. Lucey pumped for emphas~ed th~ "destabillZlllg fo~c.e!!"- I~ VIew of t~e ~muted absorptive ca-
closer bilateral cooperation on energy . c~rr'!ption, nusmana~ement. dtv1s1ons· paclty. of .Mextco s economy, a s~rong 
that one high·level u.s official re- · wtthm the royal family and army,. etc. surge moil revenues could also tngger 

. --:-that . make Kin11 Kh.::~_ljd'~ xeruzne .. an, sharp price increases in the early 1980s, 

'!'he writer i8 a professor of gOvern­
ment at the CaUege · of William and 
Ma711. 

unpredictable ally. It points out that, · just before the next presidential elec-
should war erupt, Mexico's proximity : tion. . 
and political stability would be invalu· . · Even if the United States renounced 
able assets. . : it3 special relationship with Saudi Ara· 

Despit~ all the conjecture and fan~· . bta-a move fraught with political and 
· fare, Mexico is at least a decade away i economic uncertainties-its allies 
frotn. playing ball in Saudi Arab·a•s ; would remain beholden to the Arabs 

-------------- · · league. It may possess two or even . and OPEC until·new energy sources be-
three. times the 20 billion barrels of j come available. They would expect the 

cently ~mplained that "Mexico has proven. reserves.- But the 200 billion fig· 1 United States to share oil in the event 
two envoys to this country: theirs and · ure that LOpez Portillo and American l ·their supplies were interdicted. 
ou~.'· The ambassador is especially : journalists so nimbly toss about is I This country should not exchange de­
anXIous that the Department3 of En- · highly . speculative and · will remain so pendence on the Saudis for depend· 
ergy and State facilitate the purchase · until scientifically verified. Production, ence on Mexico. Such a step could ham· 
of large quantities of natural gas that now 1.4 million barrels per day (mbd), · per an assertive border policy that will 
PEMEX would-if the price iS right- will reach 2.25 mbd by l980 and possi- soon be necessary lest the current flood 
ship to the Texas border through an · hly 4 mbd by the mid-1980s-while U.S. of illegal immigrants becomes a tidal 
800-mile pipeline now under construe- imports are running above 8 mbd. · ·wave. Increased purchases of oil and _ 
_ tion. . . The Saudis-blessed with extremely gas from our southern neighbor should 

Lawrence Goldmuntz, a Washington low production costs. seven times the · be coordinated with a determined ef-
energy consultant, has argued that a proven reserves. and one-tenth as many fort on its part to create jobs. 
major boost in exports from ~! . _people as Mexico-have cut back out- The national interest dictates serious 
which d esn't belong to OPEC ~XlCJd · put !rom 9 mbd to 7.2 mbd because of conservation measures combined with 
sw~ll the glut on world oil n{ar~~ts. abundant world supplies. Pressure- the development of new energy sup-
ThiSod..__in turn •. mieht sour __ OPEC to !ix .maintenance projects will raise their . plies. At the same time, Washington 
pr uction quotas for its membe~a-· capacity to 14 mbd. almost all of which must diversify, not concentrate, its 
m9ve that has triggered cheating by . could be exported.. hyqrocarbon imports. 
greedy participants and the subsequent 
collapse of other c~els. ~exican ship-
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. Me.xico Flexing 
Oil Muscle in 
Shift in Policy 

By Bernard Dl~derlch 
Time-Lite News Service 

MEXICO CITY - "The Mexicans 
are finding oil as fast as they can 
drill holes," says an American ex­
pert who watches Mexico's oil ex-
ploration clo~ely. . 

Mexico th1s week capped 1ts recent 
policy of trumpeting its oil potential 
with an announcement that it has dis­
covered an oil field with potential 
reserves of 100 billion barrels . That's 
nearly as much as the total oil poten­
tial that Mexico estimated it had just 
two months ago . . 

In the past, information on discov­
eries was closely held. And some ob­
servers speculated that the timing of 
the announcement carried a message 
to the U.S. government. . 

Relations between the two nat1ons 
have been strained because of dis­
putes o-ver the sale of .natural gas, t~e 
sta"tus of illegal Mex1can workers m 
the United States and the ·proposed 
·construction of a huge fence - dub­
bed .. The Tortilla Curtain'' - along 
portions of the U .S.-Mexica! border 
to keep the illegals at home. . 

On Monday. the day after the an­
nouncement of the disco_very of more 
oil by Jorge Diaz Serrano, director of 
Mexico's government . petroleum 
mo.nopoly, Petroleos · Mexicanos 
(Pemex), Mexico said that President 
Carter would make his first official . 
visit to Mexico Feb. 14-16. The Mexi­
cans said that Carter and President 

· Jose Lopez Portillo would discuss 
.. ~mportant matters." · 

THE PEMEX director stressed in 
his announcement. made in Mexico 
and repeated a day late_r in Chicago, 
that Mexico's oil potential makes for 
an economicaily strong na tion and 
compels it to "examine its goals and 
problems under a new light." 
· .. But I believe," he said , "that in 

spite of the risks involved, it is far 
more desirable to confront the prob­
lems generated by wealth than thos~ 
·stemming from poverty. At .Pemex 
we are looking for and finding depos­
its that will be used by generations of 
Mexica.ns throl.lgh the 21st century. 
We already have more than enough 
lor our needs in this century." 

Under former President Luis Ech­
everria, the nationalistic attitude 
about oil was to keep quiet about it. 
Mexico under Echeverria was much 
involved in Third World politics and 
did not want to be in a position 'of 
refusing to join OPEC. Many as­
sumed that was the. real reason for 
not touting the country's oil potential. 

· There is little likelihood of Me.<ico 
joining OPEC . The government here 
dot' ~ Otl ! wic;h In sarri fic t' I r .ldt• ht' nt' · 

. ~.',·;~_ c. '·,:. ;;~~ · :·t :i ~.· r L' r ;;~·, :· :~: ·_1 ~~ : : ,'"r :· ~ l·:· · :.~t-

present, Mexico sells 86 percent of its 
oil exports to the United States at 
$13.10 a barreL which is above the 
OPEC price. and the United States 
benefits because of low transporta-
tion costs. • 

PE.MEX'S DIAZ SERRANO said 
in .his announcements this week that 
a new oil field with potential -reserves 
of JOO billion barrels of oil and 40 tril­
lion cubic feet of natural gas had. 
been discovered near Tampico. 

Diaz Serrano said that the new 
field, known as Chicqntepec, covers 
an area about 72 miles long and 17 
miles wide in the eastern states of 
Tamaulipas and Veracruz. 

Under Echeverria, when the 
Reforma and Samaria fields in 
Tabasco-Chiapas states were brought 
into production two years after th_ey 
were discovered in 1972, some cymes 
brushed off foreign speculation about 
the presence of great oil in Mexico as 
wishful thinking. 

Yet the Reforma and Samaria 
fields last year accounted for 79 · per­
-cent of Mexico's total · crude prod~c- · 
tion of 1.4 million barrels dally. 
;rhere is no skepticism now in the 
ranks of foreign experts here con­
cerning the new discovery. 

Since the Reforma and Samaria 
fields were bought in. and MexiCo 
ceased to import crude and become a 

1 net exporter in 1975, Pemex ~as 
located a field in the Gulf of Mex1co 
off Campeche, where 10 . platforms 
are being constructed. ~h1s offsh?re 

. field is expected to begu'J producmg 
next year and is expected -to reach 
production of at least 280,000 barrels 
a day by 1982. 

DIAZ SERRANO notes that bring­
ing the oil out of t~e new_ly discov­
ered Chicontepec f1eld will not be 
easy. Because of the non ~porous ro~k 
in this field, Pemex will have to dnll 
as many as 16,000 wells. more than 
the state-owned monopoly has drilled 
in its entire 40-year history. 

In his September state of the n~tion speech. 
Lopez Portillo said that proven Mcx1can reserves 
were 20 billion barrels (65 percent crude a~d the 
rest gas) and that probable r_eserves h_ad climbed 
from 31 to 37 billion barrels w1th ~o~ent1al resPrves 
up from 120 billion barrels to 200 btlllon bar~els. . 

Pemex officials now say that the new discovery. . . 
of oil · which they describe a.s "viscou~ and. 
heavy:" 'wltr significantly incr,ease potential re- . 
serves- probaMy to 250 billion barrels . . .. . 

With Iran partially shut down by CIV·tl ~tnfe, 
Mexico has been receiving new offers Q.f busmess. 
according to a knowledge~blc s~ur~e . But Pemex 
is said to be uninterested m sat1sfymg temporary 
customers. 

Among customers who wilJ take Mexican crude 
until 1980 are Guatemala, Spain, Costa Rica, 
Colombia, Ecuador, Peru, Brazil, Israel, Brit~in 
and Sweden. In Japan last month, Lopez Port1llo 
signed an agreement to test Mexican ~rude in 
Japanese refineries, which could lead to a long­
term agreement . . 

EVEN MEXICO IS surprised at the amount of 
its potential oil reserves . . Pemex itself underesti- . 
mated its resources and otl has been found so fast 
that production targets originally set for 1982 are 
b.eing moved up. . 

Part of the Pemex iiwestment program (ap­
proximately $20 billion for the five -year pro~ram , 
1977-1982) has been to increase the p_r~ductJOn of 
crude oil and condensates from one mtlllon ~arrels 
a day in 1971 to 2.2 m ill!on barrels _a day m _1982 ; 
Pemex ·officials nQ\'f believe that thts goal w11l be 
achieved by 1980 and that by t~e s~me year 
Mexico may be able to increase tts otl exports 
from the current level of 300.000 barrels a day to 
mote than a million barrels a day. 

Said Lopez Portillo recently, "In my poli_tical 
campaign, I urged recogn}tion that we_have Oll _re­
serves, a fact that was confirmed dun~g th_e f1rst 
months of my administration. I had, m th1_s. the 
possibility to show both Mextcans a~d fore 1gner_s 
that Mexico was not a bankrupt natiOn - that It 
had men who know how to work, men _who are 
capable of presenting their problems and of solv­
ing them with resources, and men who_ ar_e capable 
of maintaining political and econom1c mdepend­
encc without hostility or exclusion." 

BUT HE CONTINUED, "What has oil meant to 
us? Th~ reserves grew so quickly that we we.re led 
by. necessity to ponder the impact surplus 011 was 
going to generate in the balance of trade of our 
own economy and i~ our own society. .. . 

.. It meant, in short, the first, great op~o~tun1ty 
for MexiCo to be financially self-determmmg. lt 
also meant the serious risk that this entails. Oil is 
a product that is consumed - by itself, it does not 
earn income. If we do nor take advantage of the 
opportunity that petroleum offers us. we r_un the 
grave risk of canceling out the opportumty for 
development. 

..... We have before us 20 or 30 years to organ-· 
ize our country in such a way that we will enter the 
next century as a society with_ full emp~oyment. : 
We can have this, or national failure- th1s, or the 
humiliating condemnation of seeing a nation of 

• illegal workers. 
''We seck," he says, "to organize our ~ociety in 

the coming years so that it generate~ planning that 
utilizes a great deal of manpower . fmanced by t~e 
oil reserves that we will calculate so that they will 
permit us to exploit the other natural and huma~ 
resources tlult we have and that now cannot be uti· 
lized because we are in the financial trap of under 
development. •• 

I -, .. ') . 
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Mexico's big-time oil 
Mexico has given much official confirmation 

in recent days to reports of oil finds that would 
place it in the big league of the world's produc­
ers . ·Jn fact. our neighbors to the south could be 
sitting on the greatest of all petroleum reserves, 
surpassing ev.en Saudi Arabia's . 

The new status of Mexico among future oil 
giants has seemed to sneak up on the. re.st of us. 
So quiet has the process been that it lends cre­
dence to the view that one brand of Mexican na­
tionalism has long worked to keep the lid on 
such heady pub~ic estimates. to hold down for­
eign pressures for development of the country's 
rescurces. 

There have previously been speculative arti­
cles about discoveries of Saudi-sized d.eposits 
among· Mexico's already-respectable oil hold­
ings, and President Jose Lopez Portillo has been 
much more expansive on the subject than his 
predeccsor. Luis Echeverria . The data now 
emerging from the state oil company, Petroleos 
Mex1canos (Pemex). tell us that Mexico's poten­
tial reserves, if proven, could be 300 billion bar­
rels. e:clipsing Saudi Arabia's 150 billion. (U.S. 
re>servt~ !' are put at 31 billion barrels, the Soviet 
Union's at 78 billion , ) 

Last week's news involved 100 billion barrels 
that Pemex officials think are in a large oil field 
along the Gulf Coast. To give an idea of how 
quickly Mexico's importance in the world's oil 
picture has been changing, Pemex put Mexico's 
"proved·' reserves at 20 billion barrels last July 
.31. with an additional 37 billion barrels of "prob­
able" reserves. Such figures. though substan­
tial, pale beside what some experts (and now 
Mexico's own technicians) say are the real 
dimensions of Mexican oil riches. 

There are intriguing implications in all this, 
for .Mexico, the United States and the rest of the 
world. 

Mexico has the opportunity - and President 
Lopez Portillo sounds ready to seize it- to use 
its oil wealth for the most serious effort yet to 
bring its economy into the 20th (and the 21st) 
Century . It will take years, of course, to build up 
actual oil production and facilities for using and 
shipping great new quantities . But instead of 
just spawning a hopelessly growing and mas­
sively unemployed population, Mexico could use 
oil earnings to finance large-scale development 

of its industrial potentiaf and a prosperous life 
for its people. The president puts the possibil­
ities this way: "We-have before us 20 or 30 years 
to organize our country in such a way that we 
will enter the next century as a society with full 
employment. We can have this, or national fail­
ure- this, or the humiliating condemnation of . 
seeing a nation of illegal workers." 

This is an exciting prospect for underem­
ployed Mexico - and for the United States; 
which has been used to regarding its southerly 
border as the bothersome source of illegal immi­
gration by job-hungry people. Is it possible that 
the flow will be dried up some year soon by the 
labor demands of a booming Mexican economy? 
Or that some new fences might be needed on the 
other side of the Rio Grande? 

American energy policy, such as it is, has not 
yet worked into its calculations the emerging 
reality of Mexico as a petroleum giant. Perhaps 
there was no urgency to do so while the energy 
bill was pending in Congress and no pretexts for 
complacency were desired. U.S. imports of 
Mexican oil and gas have been relatively mod­
est (Mexico just drew even with its own needs 
and became a _net exporter in 1975), but this pic­
ture is bound to change. 

Mexico is not a member of the Organization of 
Petroleum Exporting Countries (OPEC), the 
international cartel that has driven up prices 
since late 1973, and is not now of a mind to join. 
The U.S. currently buys 86 per cent of Mexico's 
oil exports at slightly more than the OPEC 
price, but benefits from smaller transportation 
costs . Toe United States undoubtedly will be a 
close collaborator in Mexico's economic devel­
opment plan·s, and the countries provide natural 
and growing markets for each other. A more 
equal economic relationship \'Ifill make for a less 
strained-ff:i~ndship between the North American 
neighbors:.-,: 

It coulcfhelp tpe world's oil .consumers gener­
ally for Mexico and its huge reserves to remain 
out of OPEC, weakening slightly the cartel's 
control of prices. Whether this is in the cards or 
not, Mexico's augmented oil wealth - bolst~r­
ing the planet's exhaustible supplies - is good. 
news for everyone. M·exican .oil will be there 
when some of the lesser reserves run out. In the 
meantime, the cartelists will have to be a shade 
more careful. 
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United States l.mports of Mexican Oil 
Thousands of barrels a day 

MeXico Oil Stressed 
In U.S. Energy Plans 

By RICHARD HALLORAN 

Spechit to The New. Y<d Times 

WASHINGTON, Nov. 28- Quietly, 
Mexican oil has begun to figure promi­
nently in the energy calculations of 
United States officials, especially as 
they project the nation's .consumer, in" 
dustrial and strategic needs into the 
long-term.future. 

Within the last two years, oil produc­
tion in Mexico has doubled. Exports of 
Mexican oil to the United States, while 
still relatively small, have nearly quad­
rupled. And estimates of Mexico's 
"possible" oil reserves, a very rough 
measure, have leapt enough to prompt 
speculation that Mexico may conceiv­
ably be the .world's richest soo.rce of oil, 
surpas~ing even Saudi Arabia in its 
long-term potential. 
· The Carter Administration has not 
called much attent ion to those develo~ 
:ments for several reasons, even though 
officials say that American intell igence 
began tracking Mexico's oil potential 
three or four years ago. For one thing, 
Administration officials now privately 
concede that they let the Mexican 
potential go unpublicized because ca ll­
ing attention to it would ha ve undercut . 
the urgency of the President's "moral 
equivalent of war'' in the energy crisis. 

Further, Me:tican leaders them­
selves have kept quiet W1til recently be­
cause of internal political d1fferenct>s. 

American officials say that intelligence 
officers feared that disclosing the infor­
mation would jeopardize their inform­
ants and embarrass Mexican leaders. 
· Finally, American intelligen~e may 
well have underestimated Mextcan oll 
resources. Intelligence . docume~ts 
from four years ago, whtle reportmg 
signi·ficant discoveries of oil, gave 
much lower estimates than those of re­
cent months 

Three years ago, the estimate of 
Mexico's possible oil reserves stood at 
30 billion barrels. -By the beginning of 
this year, it \vas up to 120 billion. In 
September, President Jose L6pez Por­
tillo raised it to 200 billion. Most recent­
ly, th~ director general of Pe~ex, the 
national oil company, Jorge D1az Ser­
rano, pushed it up toward~ billi?n. 

According to American mtelhgence 
estimates, Mexico has 50 billion barrels 
of "proven" reserves and 157 billion 
barrelsof probable reserves, with the 
rest "possible ." The latest intelligence 
estimate of Mexico's proven reserves 
- ·the most conservative yardstick, 
which includes only oil deposits of 
known .quantity and known to be eco-

. nomlcally recoverable - is roughly · 
three times the figure published early 
this year by The Oil and Gas Journal, 
an industry publication. · . 

Mexican oil production is 1.5 million 
· barrels a day now and is proje\:ted to 
rise to four to fi ve mill ion ba rrels a day 
w ithin two to three years. Of currt."n t 
prodw.:tJOn, J::O,lXXJ barrels a day are 

imported into the United States top~ 
Yide 5.3 percent of American imported 
oil. Saudi Arabia provides 16.5 percent 
of the oil imported here and Nigeria, 
15.2 percent. Imports contribute about 
<to percent of American ·oil consum~ 
tion. 

A Presidential Review Memoran­
dum has taken this into account as ofn­
cials here have drafted proposals for a 
new policy toward Mexico. President 
carter reportedly will decide on the 
framework of that policy before he 
goes to Mexico City on a visit scheduled 
for February. 

Officials here said that Pemex was 
capable of developing Mexican oil re­
soorces and that, whatever technology 
or equipment the national oil company 
needed, it could buy with its adequate 
financial resources. · 
· Pemex, for instance, obtained a $1 
billion loan last spring from a con!K!r­
tium of American, Japanese and Bnt­
ish banks led by the Bank of America 

· and the Manufacturers Hanover Inter­
national Banking Corporation. Offi­
cials here said that Mexican oil had be­
come eminently "bankable," and that 
Pemex should have no trouble in ob-
taining future fina~ing. . 

Mexico will obv1ously retam large 
portions of the oil for Mexican use and 
has indicated that it prefers to export 
more refined product than crude, thus 
making more profit for itself. 'f!le 
United States is Mexico's most promts­
ing market, being the closest and 
thirstiest. But Mexican officials have 
already started talking with French 
and Japanese officials about exports to 
them. 

In their latest assessment, American 
officials interviewed here ·said they 
thought the consequences o! the Mexi­
can oil development would mclude the 
following: 

«JMexican oil production will prob­
ably increase fast enough to ease the 
shortages of supply expected . i~ t~e 
mid-1980's. But officials here mamtatn 
that the increase will not be enough to 
eliminate those shortages. 

«Jin the longer run. the prospects for 
Mexican oil have put off the projected 
"doomsday" of declining world oil su~ 
plies well into the 21st centu~. I? orde.r 
of magnitude only, if Mex1co s es~l­
mated '.'possible" reserves of 300 bll­
Jion barrels actually materialize, that 
alone could supply the United States for 
·more than 40 years at current levels of 
consumption. . . 

9The increasing volume of Mex1can 
oll in world markets will tend to re­
strain price increases. But no official 
here foresees a Mexican attempt to un­
dercut prices set by the Organization of 
Petroleum Exporting CoW1tries, as 
that would not be in Mexico's interest. 
Mexico is not a member of OPEC and 
has given no sign of joini~g. . 
· CJThe purchase of Mexican oll by the 
United States will have little effect on 
the drain in the balance of trade, as 
that will constitute the same outflow as 
to an Arab or any other oil producer. 
But Mexican purchases of American 
goods, reflecting Mexico's increased 
buying power, will help offset the dollar 
outflow. 
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The recent d :scovery of ano1her vast oil fi e ld in 
1\".eY..ico, thi s time in the north ~ast ot th 2 cou n1ry, 
has sent a sp as m of euphoria ·shuddering through 
offici a l and bu si11ess circle s alike. Accord :ng to the 
gove rnrnenl·, the Chicontep<:: c o :l feld rais es " poten­
tial" re serve;, to above 200 billion ba rrels . But b e­
for e 1he existence of the cn:con1·epec fie!d was an· 
nounced, many offi c ia~s h 3d been putting ."poten­
tial" reserves ct about 200 bill ion b arre ls anyway, 
so it sce n1s cl ear th at they had been ta ken into ac­
count. 

The AAexicans have traditio na lly been v er y cagy 
abo·Jt 1he size of the:r oil resources, d e liberate ly un­
derestirTt a1i ng them in orde r to keep gre2dy fore­
igne ·s at bay~ The re ve lat ion that th ey were in 

- fc1ct ve ry larg e indee d, perhaps large enough to 
. put /vie xico right up in 1he Saudi Arub ia cl as s, came 
wnen 1he economy was sliding :nlo a ma;or crisis, 
and served 1o resl·orc foreign confidence in N\exico's 
future as ncth ing e lse coul-d have. 

lr1 Mexico the pr'esence of huge qu an tities of o:l 
- and nobody 1hinks th r~se latest revelations w :JI 
be the las1· - has d one much to bolster faith in 
the country's ab: li1y 1o overcome its huge problems. 
But in m any minds it has le d to a wilful understirna­
tion of_. 1hese problerns th ut cou'd b e dange rous. 
Although the o:l wealtil possessed by the ·coun.1ry is 
a mighty source of comfo~t, and shou'd preve n1 it 
from total economic collapse in the ne~ r future -
and a coll upse looked fri 9 hte nin g ly possible at 1he 
end of 197 6 - it is not in ibelf enough to guar an· 

tee crs prosperous ·a futu re as many Mex icans imagine. 

The 1ol<: l va 'ue of 200 bill ion b arre ls of oi l, at U.S.$ 
10 a ba rre! , comes 1o U.S. $ 2 trilli on do llars, wh:c!1 
is less than the current annua l gro;s n utional product 
of the United States. Bui· 1\''.ex ico is un.li ke! y to g 2t 
as much as U.S.$· l 0 a barre l ·fro m its oil -- th -:=: re 
is the cost of repaying loans for inves l ment in "In c 
oil indust ry, os well as actual extr action costs, ond 
once 1he oil has been so!d it is gone fe r eve r. It 
is not knov;~n how much of f'-lex ico's oil can b~ 
extrCicted at a comm erci a.] p r ice . 

The f..Aexican populati"on is now somewhere above 
65 m ill:on, but· it is e xpecled 1o gro'N 1o about 
120 m:llion by t·he end of the century and io ccn-
1inue growing rapidly for some dece:de; after ihaL 
Th :s means that a sum f ar srn 0ll e r 1h an the U.S . 
~ross national product in one ye~ r will be !;:jected, 
over a lirne-sp3 n of perhaps 50 or more ye ars / into 
an econon1y which w ill have to suppo:t a r:o?ulat:on 
tn at cou ld_ in ha 1f a century or so be as la rge as lh at 
of th e U.S. today. In other vvords, although the pe­
trodoll ar bon anza is the single b iqgest fa ctor in the 
Mexican economic mix right now, it will not make 
N.ex icans as rich as many of 1hern seem to thi nk . 
It m a y not/ ·indeed, be enough to guaraniee th e 10 
percent a year g:·ovvlh/ wi1hout any b a L:: nce of pay­
ments prob'cms, 1hat the Na tional Put rimon y Se­
cre:ary J0se P.ndres Ote yza , said was now on the 
..:ards. According to Otey:za / tne "financial self-suf.-

). 
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fidency" that the oil will bring c:bout will allow the 
countr/s "normal" growth rate to r"se from 6.5 per­
cent to 10 pcrccnl, The 6.5 pc :- cent rate wus altained 
throuohout the 1960s and early sevenli s s, but in the 
last f;w ye2rs the gro\vl"h rate has been v ery much 
smaller b ecau ss cf fhe coun1 ry's poor economic con­
dit·:on. ·oteyza al so claimed thD1 the n sw growth rat e 
would absorb the people D;:- riving on tr1e job market 
and a-lso e.limin"u1e "li:ite nt" unemployment by lhe ni­
neties. This - also looks . unlike ly, give:~ the enor-· 
mous needs of the Mexican unemployed, who now 
constitute between u third and a half of th e labour 
force, and whose ab~olute number could grow v ery 
steeply i ndee:~ in the next few years. Far more 
prosperous economies than ·M exico's are finding job­
creating is very difficult indeed, yet their jobless ure 
fa r more f2miiiar wilh the i ndustrialized world, and 
often huve techni!=al qu~lifica1ions tnat M ex:co's 
unemp loyed conspicuously lack. 

The need to provide millions of new jobs in the 
years to · come is not just a mator economic and so­
cial challenge to the Mexican authoriries, it is a maio( 
foreign-po!icy problem too. _ The endless migration 
of jobless, unskilied /l,~exican workers and the.r farni­
lies Jo the United States has caused a gre2.:t deal of 
misunderstand.ng belween the two countries. Just 
how many illegal i\tiex ican migrants t!re at present in 
1·he U.S . . is unknown, but sorne estimates go as high 
as 10 rnil.lion , an a:slonishing figure. Efforts 1o s·low 
down the flov-1 by building tences along the borde.­
have, ineviiably 1f. unfairty, led to indignant cui­
burst s in Mexico, and a11·hough this pol_icy \~Jill be 
continued ihe U.S. will attempt to be as discreet us 
it possibly can in order not to offend Mexican sus­
ceptibilitie s. VV1th Mexico now admittedly one of the 
world's ni9jor oil reservoirs, this is a rnatter of con· 
siderab 1e importance. Illegal mig•at·ion, and oil re ­
Jalions, will be ·among the principal themes that 
will be d .scu ssed by President Jimmy Carter anq his 
hosts when the U.S. president visits Mexico in Fe­
bruary. 

lhe U.S. recently suspended the deportations en 
masse of migran1s that rwd been frequent in recent 
years, to the pleasure of the Mexican aulhorities, 
who took it. as a "pos;tive" sign of a change in the 
U.S. appronch. The move was thought to have been 
a presenl· 1o make Carter's visit go off a bit · be11er. 
The solu1ion to the problem must ullimately come 
from M exico itse!f, and alt hou gh the M 2xican gs­
vcrnmenl recognizes this it has sirnply b2en un ab le 
10 provide the neccssury inducen1cnts to keep its 
landl ess, unernr) loyed p e3Sanls at home. lherc re­
m ains, however, the suspicion th .::t the ..('v~cxican go­
vcrnm(~n t i s no! rea lly v ery unh oppy to s·ec 1 he a!· 
rcocl y l ~l r Dc f/'\r:. ic L1n mi nor ily in th e U.S. con1it1llc 
1o urow bccuu sc ll1i s ~Jive s it a pow rf ul weapon 
wilh which to influence the policies of its powerfu l 

ll>.liNAiv\U' 1CAN WHK 

and rich ·neighbor. In some states of trw U.5. the 
"ch icanes," most of whom rc tuin I ivcly loyitll ie:; 1ow· 
Md fl,cx.ic:o, couiJ one.: day outnumber En~Jh,h -sp c <~ k­
inr..J citizens, thus leading fo a ~ ituotion in '>Nhich 

_political pr~blems could be::ome explosive inched. 

Another . Mexican lever ugainst the U.S. is, of 
course, its enormous o:l V{etd1h. Since the U.S. has· 
allowed itself to become depend :-:;nt on imported o i l' 
supplies, it has had 1o treat the governmenls of its 
suppliers wi1h mad~.ed deference, in con1ras1 lo trw 
cavalier trcctment of a.ther governments which wh:le 
being no be1ter th an those of th e oi I countries are · 
certain ly no worse. Vv'ith one of the world's b:g­
gest oil countries on i1·s sou thern borcbr, it will 
clearly hav-e to tuilor it s po.!icies 1o suit /v"10xican d e­
rnands - or ut least some of them - in future. 
Most Mexicans may be paupers, but 1he country is 
by Third V•/oi"ld standar'd;; quite rich. Sourc-?. s close 
to the M exican oovcrnment are beino less and less 
diplomut-ic c:bout' the int ention of th~t government 
to use i1s oil power ·as much us possible. 

O ne · effect of 1h0 announced cliscoveries in the 
Ch :~oniep.oc fie:id could b-e .1o in duce the /v\ex ican 
government 1o raise its oil produc1ion target . Under 
the p.-esent plans, outpul is to be lim ited 1o 2.2 
miilion barr els a duy by 1982 ·-:- a levc! virtu ally 
iden1·ica.l to 1hat" of the Venezuelan targe1· to~ 
day. But i-F 1he country's oii reserves . really are as 
enormous as claimed, th sn there is no need why 
such a low ceilmg shouid be mainta;ned. Even ir 
producl"ion was raised to S~udi !-\rab :l.ln leve :s or 
B miilion b/ d or so, there would be eno.u gh for a 
cen1ur)', and probc:bly longer if many new disco­
v eries are made, as wou id seem inevitabl e. Th e dra-

. matic announcement of tne new finds could, in ·iact, 
have been intended pal'tly to enable t·he govern ­
meni·, against the denunci uJ·ions of nationalists, · to 
raise a production ce:ling that now l ooks unreaso­
nably low. Mex:co, wi1h a forc;ign debt in t he re­
gion o-F U.S.S 40 . billion, could certainly use 1he 
money from increased oil sales. 

The Mexican o.i·l industry is run by 1he State oil rno­
nopoly, Petr61eos Mcxicanos (Pemex), which is noted 
for its burea·ucratic inetticiency and well-padd:;d 
payrolls. The existence of vast deposits of oil, ampl t; 
toreign cred1ts, and a tradition of si rident national isrTl 
where oil is concerned, will not induce it -to mend 
it-s ways. The fact 1h ol" the country·s main source 
of fu ture income is f1rmly in the i1ands of the Sta l e 
will mean mor0over that . the Mexican economy, 
which is already well under 1he thumb of the go~ 
vernrnen·i·, w.il be even more Sta1e-dornina1ed than 
h as be,..en the case up to now. This means ihat the 
m oney wil! be used for im r1ediatcly d .stribl)l ionist 
pursposes ralhcr than concentroted in evcnlually 
more prod_uctive inveslrnents. It also means thai n1uc·0 
of the economy will receive, in effect, a slea'dy sub. 
sidy that could enable it to res ist making the chan 
£es thut seemed absolutel y essential two yea rs ago. 
Un!oss th is is comballcd, 1lw mo ss ivc oil fin(:s coLt!d 
hc:p improv t..' lhe Ji\ cs of nwny rn i !l ions of f.- ('') i l:: , 
but to a f L~r lesser exl en1 thun if 1hcy tHld flowcJ 
inlo a more efficient and bclter man<lgccl cconOIY'ly. 

' . 
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Merico Could Take Some Lessons FrOm Iran 
Vast Oil Reserves Hold Hope for Economic Growth but Problems Are Fonnidable 

BY ERNEST CONINE 

If the revolutionary unrest that's shaking 
Iran is not disturbing the sle€p of Mexico's 
ruling establishment-and of policymakcrs in 
this country, for that matter-it ought to be. 

The situaticns in Mexico and Iran obviously 
are not identical. Mexjco is more advanced in- : 
dustrially. It is not spending billions of dollars 
on military hardware. And it has been run by 
a· "revolutionary" party supposedly dedicated 
to economic and social justice for the last half-
century. · · · 

You don't have to be an exp<>rt, however, to. · 
figure out that sudden oil wealth could trigg~r· 
the same kind of revolutionary ferment m 
"Mexico t.iat is now visible in Iran-and for· 
many of the same reasons. If that happens ~e­
effect.s will be felt. perhaps painfully, on this· 
side of the border, too. 

There is no longer much questiOn that Mex­
ico is on the way to becoming one of the 
world's oil superpowers. 
· Its proven reserves of petroleum are n~w 
estimated officially at 20 billion barrels and Its 
•·probable rese:ves" ~t 37 billion barrels; But 
there is a growmg belief that the country s to­
tal oil reserves may be as high as 150 billion or 
200 billion barrels-a figure that would put 
Mexico in the same league with Saudi Arabia. 

With oil selling for more than $13 a barrel, 
that means the Mexican people are sitting a!bp 
a treasure trove .that will soon be producmg 
billions of dollars in revenues per year. 

-Among thoughtful Americans there is a 
natural tendency to hope that these enormous 
oil riches will accelerate the ~anomie devel­
opment of Mexico, creating enough jobs in the 
process to stem the tide or illegal immigrants 
into the -United States. President Jos~ Lopez 
Portillo has made it plain that he shares these 
hopes. 

The closer you look at · the realities of the 
situation, however, the more you are forced to 
the conclusion that, unless the Mexican 
government pulls off a miracle, this happy 
scenario is very unlikely to _come true some-
time soon. . 

The oil money should open up enormous 
new opportunities, of course. But Mexico is ~ot 
another Kuwait, where a small populatiOn 
Jneans that oil wealth can translate into in­
stant afflu~nce for everyone. It is a nation of 
64 million people with an enormous backlog of 
poverty to overcome. . . . . . 

Despite the vag1Jely I~fttst rhetonc of tts 
political leaders, the maldistnbut10n of wealth 

in Mexico is among the worst in the world. A 
handful of people have great fortunes. There 
is a large middle class in the big cities. But the 
great majority of Mexican$ live in abject 
poverty. 

A third of the people are undernourished. 
The 45% of the population that still lives in 
the cow1tryside earns only 6% of the national 
income. Almost half the work force is either 
unemployed. or subsists on part-time jobs or 
such marginal occupations as shining shoes. · 
aild scllmg trinkets on the streets. . 

With one of the highest birthrates in the 
world, Mexico must produce some 800,CXX> n<!W 
jobs a year just to ke€p the existing situation 
from becoming worse. b.'ven in years when Lie 
Mexican economy has enjoyed .a 7% growth 

Ernest Conine is a Times editorial writer. 

The old adage, '~Them that has. gits." Is 
even more true in Mcxko than in most other 
places. Just as in Iran, a disproportionate 
amount of the oil money is likely to flow ;nto 
the pockets of the rich. Mexicans w1th educa­
tion or skills will undoubtedly benefit. too. 
from the boom produced by big investment 
programs. 

For maey millions of pOOr Mexicans, 
however, the oil boom is likely to mean noth­
ing but greater. awareness and resentment of . 
their own misery. , .... 
· Already there are signs of growing unrest. 

In the first three ·months of this year alone. 
there were 427 strikes. In several cases work 
stoppages were put d'Jwn by the army. The 
C!tholic Church is still mostly conservative. 
but church sources SaY more and more priests 
are being radicalized by what they see as in­
difference by the government and the wealthy 
ciasses to the plight of-the poor. · · 

Considering tne apparently huge size of 
rate, it has never produced anything close to Mexico's oil wealth, the country should have a 
that many jobs, much less the larger n~ber bright future in the long run. But in the years 
that would lx: required to make a dent m the just. ahead the ruling establishment may be 
existing pool of unemployed. · . . · . · · .sitting on a time bomb very much like that 

Those who do have jobs earn. on the ~--- · whi~h h~ exploded under the Shah of Iran. · 
age, seven to eight tirnes less than their- COWl· 
terparts in the United States. · 

Under these circumstances it is no wonder 
that Mexican officials have come to look upon 
the large-scale movement of illegal immi· 
grants into the United States as a n~essary 
safety valve-or, to quote several Mexican 
participants at a Brookings conference last 
June, as an irresistible "force of nature." 

Americans cannot be e.xpected to share that · 
view. They would like to think that the big oil 
revenues, by providing billions of dollars in · 
investment capital; will change the situation. 
The Mexican government hopes· so, too. · · 

But there are formidable problems. 
· Mexican agriculture, on the whole, is so de­

plorably inefficient that the bill for food im­
ports will cat up a sizable portion of oil rev­
enues unless something is done. Steps to make 
farnti'1g more efficient will soak up a lot of in­
vestment money and will tend to force still 
more peasants ofi the land and into the over- . 
crowded cities-or across the border into the 
United States. 

Many in this growing anny of unfortm1ates 
can no doubt be usefully employed in pubfic 
works projects. But in the long run the answer 
obviously is to create more job::: in industry. 

Lopez· Portillo hi.!S publicly recognized the 
. nf'f'ri fnr !n·:t•:::1. ir!~ !n !abor-imen!:ive !ndus· 
tries in order to cut unemploymenL For the 
next few years. however, Mexico mu5t rein­
vest a large portion of its oil bonanza in the 
petroleum industry itself, which needs rela­
tively little labor. 

Obviously. the government should mvest as 
quickly and as heavily as possible in industries 
where tile payoff in terms of new jobs is bet­
ter. But even if this is done, many experts find 
it hard to see how unemployment can be re­
duet-d to noncri::is proportions much before 
th<' rnd r:f tli l.: ct:nt!:ry. 

Tr,i:>, if true. ~mn· i v SO<'lls trouble. 
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. \\.-ashil-lt:;tOli ob;erv~rs - a·re ·long ac-,. · 
cu~tomcd to Carter's effusive good·.j 
will and praise about any country 01; 

head of state. What is. different about J 
:\fexico, how~ver, is that senior admin- .. 1 

istration officials say in private that 1 

by all indications Carter attaches a , 
high priority to Mexico's emerging oil ; 
.Q!.QWess and to turning around the : 
sus~lcions . ;~ -ii]-;.ur-~that -·ha~-~- ~· 
marked relations between the two 

_ ;~t}!ntries over the last 40 ye~u·s. (Car· 
· t'er, one also is reminded, has been · 

taking private Spanish lessons since- : 
. moving into the White Ho-use.) _ 

; Elsewhere in the administration the 
, ~ -- ·~ -.- - · . , -- ··-- - --~- · --~ Mexico PRl\:I has been the focus of 

By ~J. P: Smith -:;.----A. draft-of -th~ Mextco· PR.\1 sets Cabinet-level haggling. and the . bu-
Washtneton POst statf Writer forth these possible. results that could reaueratic territorial battles that. maxk . 

· - ·- l · come from a redirection of Washing- any potential major foreign policy 
A National · Security - Counci ;) · ton's policy toward Mexico: - switch. 

draft · study · d~sctibes Me.xi{o · as_ ' . • It _could provide . a~ ~lternative ~o , ; Energy secretary James R. Schle-
"the most prQmising-· new source'' -: increased dependence · on Arab Oll, · singer Jr. was reproved in a sharply 
, .- .- h 1080 d . ts that' - i ahcf accesS ta some of . what the CIA- . ·worded letter last Nov. 8, from N a-OfOll,_m,t e v . san ~gg~s · · . · >.; estimates could be : as much. as 10 inil· 
the president 'consige.r a senous up~ ~ lion barrels-of lYiexican oil production . ~~te~~:~m;!t c~~~~ ~~~d ;;:~:e~ 
grading .lil . that country'$. priority - : ·a. day by 1990._ . · . . . . . . end-run the council's PRl\I process by 

·among-U.S; foreign policy_int~rests: : : .. -~ 0: It could res:Ut in .a sanct10~ed . going directly to the president or ne· 
. The· memorandum~ designated ~Pres· ; · J?r:ogra~. fo~ !\leXlcan . aliens now .1m· .gotiating directly with Mexico's na-

'd t· 1 Review Memorandum (PRM} . . m1gratmg illegally: to the - Umted- . · ti~nal oil company. _ 
~len la tl e United States. c.ould- view·. : States at the rate of hundreds· of thou- f And within the State Department,· 

. ·1\ll, s!lys~ 1 
... orl'~scale partn"' ... and· · sands . a year; a proposal. that many i there has been cordial .corn})€tition 'be· .J:-.~.eXlCO - as a W u· . . '-"4.. ·US 1 b 1 d . ,. thi a 

accorcLit.~ _sign.ificant. concessions ·:_ on ·.· ! : ·h. rt.. af 0~.1~a a e;_ . He~ as no De , tween Latin American policymakers 
· · t -' o t of -farm products as · . 5 _o 0 c 1 ne. · · · who favor an open-handed approach wm er exp r - . - · · - · ariff · 

-well as quotas for leg~ immigration . . t. · . · ·~ It· could result ~ _1owermg t.... - ; towards Mexico, and State's energy 
of . ,vorkers to the Uruted States. A · . ; : and other trade barriers to MeXIcan · experts who favored a hard-nosed pas­
copy of the draft ·was obtained yester- ,, ;: exports,. such as_- veget;lbles and 'tex- . ture until recently on energy negotia· 
day---by The. Washington. Post~. · -, ~- :- · ·__:: ;~. tile~ •. that are v1gorously oQ~osed .by · tions with Mexico. · 

· ·y .-1:. th --0 ti'on -' o· utline· ·d : in- th"- ; : poUtlcally powerful U.S .. ·.busmess m- · . The .Labor and Justice Depart· 
e~. ana er · P ·· : ...,. '· t - - ...- . · · - ~ · ts h' h · b th h · · t·t 

- draft. -would . be·. for :washington: to .. :. . erests. . . · .- · • :··· .·· · :· - ~ ··- · ·. · - j --~~~--!~~-----ave-:_'!~- ms 1 '!l· __ 
maintain itS traditional· view of. l\Iexi~ '-. • And .1t could ~esult m the ~reat10n · '- bonal mter~st m st~mm~ng t~e ~ow 

, co -. 38 : an 11emergin~ : pawer'~ ·.in,,_ the-. , ,of. a spec1al ?egot~ator for, ,1\leXIcan ~- of Mexic:m illegal alien~ mto the U.~. 
· Third world. ~.-. - ·. ·,,: -.. -; : ._. :~ ~ - ', ·:<: ~ · ;< f;nrs reportmg drrectly to the prest- , la.bor m~ket, were bnefly at odus 
.:-. . .. - 'k: -~ ··· .d~~t Carter ··· saitl: f_.-.d~!lt or S~€_££_e_~!'Y .. 9C~_t~te __ CYJ"\,1~.:11·- J . wit~ a State Dep~m~nt·favored pro· 

Last wee r~ .. . _ esi . .·th_, ·."b i . for, ;; · Vance, that at the least would touch · posal for ~n official. U.~. program to -
·. P!1~41 co~~= serveti .. ast. e ~ ~b· . . I ~ff.regional political jealousies.- allo 'l MeXIcans. tG -uruDigrate to the-

hts : Impending_ nego a IOns. m r..- IU- ' "". • · -- United States.. 
- ary · ·in Mexico: .. City with.~< __ ftes~dent _ ; : -~:.At the same. time the Umted States . While the details have yet to be 

Jose Lopez Po~illo-. .- ·. ~ .··: · .: ·" ::· · .t; ~ttttld do nothmg about. ~Y of t~es~ · worked out, and the final PR..'\f-41 doc-
--_ "For. the .. umted. States, ~1_8Xl~a_-- re- :· . and, as a dra.f_!: of the. PR:\l ~ay~ . fal _ ument has not gone to the president, 
"< · pres~nts a major· .new.. energy ~u~ce, ·: l?w gen~ral U.S. fore.1gn ppli~~ direc- ' the outlines of the administration's 
. : presently -outside OPES [Orgamza~on ; ~ons without a~ording ·~IeXIco spe:- : . options· were agreed upon . at a Cabi· 

.of - Petroleum · Exportmg .- Count:J:1es] ... ·i · cial or preferential status. . - ·! net-level meeting last week held in 
· :. Ivfexico could. fill 30 ·percent-. of 'U.S. Carter, has- yet to make· a · choice, : the Situation Room in the basement 

I import needs. by ·the mid-19fX)s, thus · :: -though .senior administration officials. : · of tlle White House's West Wing. 
enhancing . security ~!'. _supply, ._. and say he ha! taken a keen pers-onal in- i The PRM be~s with a statement 

_- (more thsn .compensating, fo__r the de- terest in PRM-41 ·· · ·. ·. : . that Mexico is emerging as "an ceo-
f eline of · Venezuelan and Canadian Last week at a bre~ast meeting f nomic power of strategic value to the 

~<. sl1PnGes,•.• - the draft study asserts, . with rept>rters in !he ·White :louse's ' · United States," adding U1at Mexico 
') ·· ~(ji.·e important-, however; the ~ut·. State Dining Roo;Ji. ~rter . sai,d. '.'I I clear~y co~d produce ·as much oil as 

itome- oi PRM~l (as . the cl~si.lled consider our relationshipS With Me~- . Saudi Arabia. the world's leading ex-
. study is known withill the .foreign pol- ico to be as important as any other porter, does today. 
· icy bureaucra(j') coul~ shape ~ new that we have. and my relationship : ' -· · · ~·-- ·· 
~·.- generrttion o~ l!:~·~I\!~~~al! ~el~ti~~s •. · . with· President Lopez Portillo has 1 

b~en· V~!Y _ g~od.'' 
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·:. ··It ·goes on to say tnat tnere are- four. r .. dt •>t' tllan t.s: security terms:·· a 
major issues that need to be ad-
cires~:.Qd; : en.:>rgy~ trade, migration, and -po::;i!JrJr. which Schlesinger has contin-

\l0cl to argue .privately .. 
relations affecting the communities lf the United States adopts a pos-
etrung along both sides of the 1,950- lure treating i\'lexit'<l as j(a partner'' . 
mile U.S.·Mexico border. . sharing advantages equally, the PRM 

Among the obstacles. to improVing suggests that. a North American com-
relatJ.ons between the two countries·,: I munity ,. including Canad~ could even­

. the Pfu\I notes, is that" "hnportant ele- J tually evolve .. This ·also would imply 
meuts . ~~ --~o~. ~ci~~~ .. JE:gard... .. the_J in{!·r!?ased· :vtexican e~1ergy production, 

·· other ,~·ith ~u.:;pic.:ion and even fear." witho.ut any . Joss .of Mexico•s ·national 
Tiles~ include Mexican fears that the · sovereignty. · , : . . . · 
United States will exploit its re- ; Tlie rationale -~ for a r1refully 
sources, especially oil and gas, and I stitched Mexico policy, the dr~ft PR~I 
U.S. fears that illegal Mexican im· says~ is that "while there is little dan-
migration will swell domestic labor · ger that-unless we attempt to seal 
markets as the economy · appears · the border-Mexico will become 
headed toward a slowdown. , -~ ·- overtly liostile, the ·cumulative impact 

'_ The PRM says that "influence, le-. · of i.mmanaged tension could· end the 
. · verage, and bargaining potential.....;.-. · conditions that have enabled the 

once overwhelmingly in fivor of the. United States . to discount Mexico's 
United States-are shifting somewhat nearness·~ 'in favor of some otl;cr part 
in Mexico's. direction." · · of the world community. 

As for the goal of U.S.-1\lexican rela· The . PRM argues in part for com-
tions, .the draft PRM says the United pleting the naturaL gas ne~otiations 
States should press for ''a stable, hu- . . aborted last Year, saying that "this 
mane, and coop_erative Mexico." now appears reasonable ·.on opportu· 

nity- ·cost grounds, and \Yonld rein-
It is · Mexico's. growing oil power, force higher Mexican 'oil production 

however, that is at the heart of the and exports." . · 
poli'!y evaluation. The first priority of · Schlesinger has continued to ex· 
·Carter's February . visit to Mexico will press priva,t~. reservation'S about sign-
be to-unsnarl embarrassing loose ends · . ·.· ·-. ....:.. .. ,. ___ ·-·· . _ -- - ·· . .. .. __ . . 
from · a natural gas . sale, approved by . 
Mexican President. Lopez Portillo, . 
that was killed last year by Energy 
Secretary Schlesinger . 
. · If the. United States ad.opts a pos­
ture essentially treating Mex.ica as 
'can emerging power," the draft·· PRM 
says that U.S. interest in Mexican oil 

·, _ ~nd:.: gas ' .. would.; be- seen "in " global. 
.·· ..... ·- ... .. .· - . · ... · - . .. . 1 

. -- ~ 

ing the gas deal, which would increas~a 
domestic gas supplies by ab'lut 4 per 
cent. If the United States buys :\fexi 
can gas, Schlesinger argues. gas fron: 
the proposed Alaskan gas pipelin~ 
through Canada ' would become less 
competitive and could threaten com 
pletion of the pipeline . 

One set of estimates, offered out 
s.ide of the PRM, projects that the cos' 
of Mexican gas would be about $4.2( 
per thousand cubic feet by 1985. while 
Alaskan gas would cost from $1.50 to 
$2 more. Last year, however, Schlesin· 
ger moved to kill the gas deal because 
the lvtexicans' price...:_which would 
have been ·indexed to oil produc1 
prices--was higher than what the 
administration would give the domes­
tic indus try . 

Carter has said that he wants to tr~ 
to resolve the gas impasse, !l.lthougb 
the draft PRNI suggests that one op 
'lion would be to for6o negotiatiom 
with Mexico on gas. 

As for the long term. the draft PR:\[ 
says that "trade-offs S11Ch c"S barter 
agreements or explicit conces5ions in 
other areas would be vP.ry dilficult to 
negotiate and . implement." So far, 
however, this has been the path Mexi~ 
co has followed with other nations. 

0 ••• • 
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ew Curb on 
Finds am pens 
Hopes in U .. 

By ALAN RIDING 

Special to The New Yorlt Tlme3 

MEXICO CITY, Jan. 5 --Just days 
after Mexico's official estimate of 
"proved" oil reserves was doubled to 40 · 
billion barrels, President Jose LOpez 
Portillo has warned that ojl production 
here will not be increased beyond the 
country's ability to "digest" the result·-
ingincome. ·. 

His statement comes as something of-· 
a dampener to widespread speculation 
in the United States that Mexico could 
be exporting as much as. four or five 
million barrels of oil a day to the U ited. 
States by the mid-1980's. 
· It also reflects Mexico's deep aware­

ness· of the financial. ~'"'Qnomic and 
even pOlitical problems sutferea by 
some major oil producers such as Iran, 
whose current turmoil· stems in part 
from an inflation built by a rapicl ex- , 
pansion of revenue. 

President Lopez Portillo said that' 
Mexico's oil production should be . 
determined by the pace of domestic ·. 
development rather than by the size of · 
its reserves, or the pressure of foreign ' 
demand. 
Inflation Feared 

"If at a given moment we were to 
open up our valves and export oil to the 
limits of the demand of a thirsty world, 
we wouldn't have anything to do with 
the money we would recei\ c," he told 
reporters yesterday. "We would then 
inflate our economy in the worst possi­
ble way- through congestion." 

" The capacity for monetary diges­
tion is like that of the human body," he 
said. "You can't eat more than you can 
digest or else you 'become ill. It's the 
same with the economy.'' 

Mexico's daily production of cruae . 
oil and liquid gas recently exceeded 1.5 
million barrels for the first time in his­
tory, with one-third destined for ex­
port. By late 1980, however. the state oil 
monopoly, Pemex, plans to reach a 
"production platform" of 2,258,000 bar- ' 
rels a day and maintain this level for at 
least two years. Exports should then be 
running at a million barrels a day, 
earning the country an annual income 

· of more than $5 billion. 
President LOpez Por:tillo said that the 

United States would remain the princi­
pal purchaser of MeXico oil - at 
present, 80 percent goes to the United 
States - but stressed -that Pemex 
would continue trying to diversify its 
export markets. Smaller quantities of i 

oil have been sold to Israel. Brazil; 
France and Japan. 
Controversy OVer Gas 

The Mexican President also reiter­
·ated that at present Pemex had no 

. natural gas available for export to t..l'}e 
United States, a remark that under-

. mined reports ~ that President Carter 
and President Lopez Portillo might 
work out a new gas accord when they 
meet here next month. 

In 1977, six American gas distribu­
tion companies contracted with Pemex 
for the delivery by pipeline at · the 

Although 70 percent of production 
comes from the southeastern fields of 
Chiapas and Tabasco, the latest rise in 
"proved" reserves appears in Chicon­
tepec in the Gulf Coast region and off­
shore in the. area of C_ampeche. When 
the Chicontepec strike was announced 
two months ago, Pernex estimated that 
it contained lOO .billion barrels of oil, al- . 
though it later said that perhaps only 20 
or 30 percent was recoverable with 
present techniques. 

·1rotiies Cited 
With interest and excitement in­

creasingly being stirred by the oil· 
finds, two ironies ,are seen: The Gov­
ernment is still not receiving dramatic_ 
~~fits from its oil wealth _al)g, despi_te . 
having perhaps the largest oil reserves 
in the world after Saudi Arabia, it is ap- -
parently resisting becoming a large­
scale exporter of crude. 

In .. his review of' the state· of the 
economy yesterday, Mr Lopez Portillo 
warned that 1979 would still be "a risky 
year" for Mexico, with inflationary 
pressures still 'trong and significant oil 
revenues not expected until next year. 
He neverthless felt that the economy 
had recovered well from its crisis in 
1976 when the Mexican peso was de val-­
ued for the first time since 1954. :Texas border of as much as 2.2 billion 

cubic feet a day of natural gas. But 
Washington vetoed the proposed sales 
price of $2.60 per thousand cubic feet, 
angering Mexico and prompting the 
Government to cancel plans to take the 
new pipeline as far as the United States 
border. Instead, Mexican industry' is 

; . The gross national pr-OOuct, which·­
grew by about 2 percent in 1976 ?.nd 
1971, rose by 6 percent last year and is -
expected to expand.by 6.5 percent in 

I -1979. - . 

. being adapted to use natural gas in-
stead of oil as its principal fuel. · 
~The gas.~_at_w~had offeres! .. t9 the ._ 

United States can no longer be sold for 
the simple reason thatwe•n be using it 
domestically," Mr L6pez Portillo said . . 
"It's no longer available for export." · 
He added, however, that natural . gas 

Mr. L6pez Portillo said that oif woUld 
give Mexico "financiai self-determina­
t ion," with the additional revenue to be 
channeled through a National Employ. 
ment Fund· aimed at creating millions -
of jobs and stimulating industrial ex •. 
pansion. This· fund is exp-..octed to begin 
in late 1979. · · 

not needed by domestic .industry could . But he again cautioned about the 
eventually be exported. . · · · d 

The Government's seemingly con- L.... angers of excessive production. "We 
servative management of its oil and ill n6t increase oil output more than 
gas export ,POlicies contrasts dramati- the planned growth of our economy per-
cally with its rocketing reserVe figures mits," he said. ''We will establish a · 
and its frequent new finds. "Proved" : ·growth rate of 7 or 8 percent and fix oil' : 
oil . reserves, just six billion barrels in production levels in relation to this. But · 

. November 1976, were raised to 40 bil· - we can't just say: 'Good. we have oil. 
lion·barrels last-weekend. "Probable" Now let's sell it madly.' •• 
reserves now stand at an additional 
44~& billion barrels and "potential" re-
serves at a total of 200 billion barrels. 

II 
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FOOD IS CHALLENGE 
FOR .MEXICAN REGIME 

With the tiny plots unaDte to provtae tor ~ 
the five or more children that most peas­
ant couples have, there has been a grow­
iJ'lg exodus from the countryside, either to ;: 

· nearby cities or to the United States. But · 
hundreds of thousaRds of young peasants 
remain in rural areas, working the land 
and living off the pro.mises of successive 

' Governments that one day their turn for 
, . land will come. 

. i 

Nation Aiming for Self~Sufficiency ! P!~~~~~\~0~~~~n~~~t ~! 
-Oil Profits Seen as lever 

for Attaining Djet Needs . 

By ALAN KIUIN(.j 

answer lies in increased productivity and 
not in handouts of land. "Many plots ' 
produce only a bare subsistence," he said 
in his state of the union address in Sep­
tember. "Land itself is na longer a source 
of wealth if it is not supplied with the ele­
ments that make it rich and productive." 

Special to 1be New York Times 
MEXICO CITY, Jan. 8- With its long- Trade Surplus in Agriculture 

term energy needs already satisfied by One sector of Mexican agriculture, cen-
vast new oil finds, Mexico has now set for : tered in the northwestern states of Sina­
itself the challenging g<)al of achieving i loa and Sonar~ operates efficiently, with 
self-sufficiency in food. : wealthy private farmers producing fruit 

In the eyes of top Mexican officials. oil and winter vegetables for export to the 
and food are closely related. Not only will .United States. Along with exports of : · 
the coming oil boom make chronic mal- meat, coffee · and cotton, this accciunted · 
nutrition and rural poverty politically ex- for Mexico's $600 million trade surplus in i 
plosive issues, but also the country may i' agricultural products in 1977. 
find its oil earnings increasingly spent on ~ The GQvernment's search for self-suffi­
lmports of food rather than heavy ma- • ciency is therefore essentially aimed at 
chinery and advanced technology. . the com, beans and wheat that make up 

President · Jose . Lopez Portillo has the diets of most Mexicans and that are 
therefoi:e established energy an<t {ood as produced he~ almost exclusively by 
the twin priorities of his administration. peasant farmers. In 1978, Mexico im-
On energy he has been lucky. with oil dis- ported two million tons. of corn and 
coveries tripling proven reserves in two 780,000· tons of wheat. Grain imports in 
years and oil exports expected to earn 1979 are expected to cost the country 
$3.6 billion in 1979. But in agriculture, in more than $900 million. 
the President's words, "the problems are Yet, given the structure of Mexico's 
more entrenched and production more agricultural sector, it is difficult to see 
complex... . . · how even large Government investment 

As a first step, the Agriculture Minis- can turn plots of one or two acres into eco. 
try's budget for 1979 has been increased nomically viable units. Between 1970 and 
by 60 percent to about $2 billion, while pri- 1976, under · President Luis Echeverria· 
vate banks are being encouraged to step Alvarez, vast funds were poured into the 
up credit to the countryside. Yet officials. countryside, yet production still grew 
concede that the outlook is not promising. more slowly than the population. 

Millions Without Land 1 Soon after taking office, the Lopez Por­
• tillo administration began promoting 

What makes the food issue so complt- 1 . .. collectivization•• of land parcels, known 
cated is that production is inextricably as ejidos, so that the farmers could obtain 
linked to the system of land tenure esta~ ! c~it and acquire machinery. But, be­
lished after the 1910 revolution. To satisfy ! cause of the Mexican peasant's deep at­
the peasant revolutionaries• demand for : tachment to his own piece of .land, the 
uland and liberty;• hundreds of thou- · · program has faltered. To "collectiviz~ .. 
sands of tiny and inefficient plots were by force~ on the other· han~ would be 
handed out by successive GQvemments to politically hazardous~ · 
landless peons. The policy brought rela- .-..:.-:.--.... 
tive peace to the countryside. but it was 
disastrous economically. 

Today. with the country's population 
five times larger than .it was in 1910, four . 

· million peasants are still without a plot of ' 
land. But there is no spare land lett to dis- t 
tribute and, during the last decade, peas- ! 
ant unrest has resulted in large numbersj 
of illeg~ oc~upat_ions ot l?~':~te ~~~· -~ 

Rural Industry Empbasl.zed 
Recognizing that farming couid never . 

fully employ all the peasants, who still 1 
account for 48 percent of the country's 66 
million inhabitants, the Government has 
begun emphasizing rural factories that it 
hopes will add value to agricultural 
products at the source and create new 
employment in the countryside. . . 

But this strategy runs up against a s~ri- · 
ous marketing problem. Already Mexi­
co's expOrts of fruit and winter vegeta- l 
bles struggle with complex requirements i 
set by the United States to protect the , 
farmers of Florida and southern Califor- f 

nia. On the other hand, Western Europe is ! 
~lly supplied by the Mediterranean re- i 
gJOn.~ 

While the Government continues to 
pursue its objective ·of food self-sufficien- . 
cy, many senior officials are privately re­
signing themselves to a pattern of oil 
revenues paying for imports . of basic · 
grains. •• For years, we've been trying to 
increase agricultural production without 
changing the system of land tenure,,. an 
official said. ··we're still not willing to 

· break the ejido system; so we'll have to 
continue paying that price.. . . 

While export crops maintain an agri- , 
cultural trade surplus and oil revenues : 
pour in, the Government can easily af- : 

· ford imports of basic grains expected to. 
exceed $1 billion a year by the early· 
1980's. But this strategy condemns mil-: 
lions of peasants to poverty, underem-, 

·· ployment and malnutrition. And the only-
escape route WtU remain that to the citieS{ 

. or, as illegal aliens, to 100 United States. · 
'· In the long run, though, Mexico's new: 
t oil wealth should result in thousands of.: 
i new jobs in urban areas. Estimates also 
' show that, by the year 2000. only 20 per­
~ cent of Mexicans will be living in the~ 
: COWltryside. Yet, with a population of at 

least 120 million by then, there will still be: 
: 25..millionimpqverished peasants. . 
' -. --~-1...-.....__._._. _ __ .. _ . .,.. ....... ·- - - _ ; 
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Mexico, traditionally an orphan of U.s.· 
foreign policy, has suddenly moved close 
to the top of Washington's agenda. The 
reasons are basically economic . . 

Mexico's oil bonanza is beginning to 
fuel a strong business upsurge south of 
the border. The expanding Mexican 
economy promises to provide a big and 
growing market for U.S. goods and 
services, and it is attracting new invest­
ments by U.S. companies, from PepsiCo 

. and Celanese to General Motors. Pros­
pects for future economic growth were 
further brightened at yearend by the 

· announcement by Petroleos Mexicanos 
(Pemex), the government oil monopoly, 
that proven oil reserves have climbed to 
26 billion bbl., double its previous esti­
mate. 

But U.S. energy planners, politicians, 
and pundits who have been banking on 
an outpouring of Mexican oil as a solu­
tion to this country's energy problems 
are ;.1 for a rude awakcnin~. President 
Jose LOpez Portillo and key advisers 
intend to keep a close rein on oil develop­
ment, fearful that an unbridled boom 
could produet! st•vere intlationary strains 
1nd et'Onomic distortions of th(~ kind that 
are wrackin~ member nations of the 
Or~anization of Petroleum Exportin~ 
Countries ( t)PEC). Oil stratcJ..,ry must 
.. avoid ddormin~ our total productive 
structure,'• Lopez Portillo warned in his 

14 BUSINESS WEEK: January 15, 1979 

.. 
f'~·~·· 

.~ · · ' t ... . 

state or'the nation message last Septem­
ber. The upheaval in Iran, since then, 
has given further warning of the social 
and political risks that Mexicans will 
run if they mismanage their oil wind­
fall. 

Accordingly, Lopez Portillo has set a 
production target of 2.25 million bbl. per 
day by the end of 1980 (compared with 
an average 1.5 million last month), 
including 1.1 million bbl. per day for 
exports. The sales abroad, along v.;th 

· probable gas exports, should bring in 
.. nearly $8 billion i_n annual foreign 

currency earnin~s in 1980 and $11 billion 
annually by 1983, enough to service 
Mexico's $22 billion long-term foreign 
public debt and pay for expanded 
imports of capital goods and industrial 
raw materials as the Mexican economy 
grows (charts, pages 66 and 67). A sharp 
upturn in Mexican private investment 
last year, spurred by the oil prospects, 
and major government investments in 
industry and infrastructure ~hould push 
Mexico's ~ross national product up from 
its bri~k G'/r. growth rate last year to 8% 
annually in the early 1980s. llut pourin~ 
still more oil money into the Mexican 
economy in an attempt to make it grow 
eVt!n faster could ~ive a sharp upward 
thrust to inflation, eurrcntly running at 
17'7u. "\Ve arc · walkin~ the ridge of the 
mountain," Lopez >ortillo says. "[We · 

'•· '• 

.... 

want] neither recession nor excesses that 
would nullify our solid prospects for 
development." 

Lopez Portillo rejects the alternatives · 
of producing oil in order to pile up 
dollars in overseas bank accounts and 
other investments, as Saudi Arabia has 
done, or to prepay Mexico's foreign debt, 
or to pay for massive imports of consum­
er goods. The latter course would create 
employment in other countries instead 
of Mexico, where more jobs are desper­
ately needed. So it seems unlikely that 
Lopez Portillo will continue · to push for 
rapid increases in ·oil production after 
reaching the 1980 target. And if he 
achieves steady economic ·growth with 
moderate inflation during his single six­
year term, which ends in 1982, his 
cautious management of the oil boom 
could set the pattern for his successor. 

The U. S. stako 

Such an approach would upset the 
calculations of U.S. policymakers. Ener­
gy Secretary James R. Schlesinger, for 
example, recently predicted that Mexico 
could he producin~ 4 million to 5 million 
bbl. per day of oil by 19g5_ Energy 
analysts in the CPntral IntelJigence. 
Ag<!ncy recently su~gestcd, in a policy 
review memorandum drafted by Admin­
istration agencies for PresidentCartcr's 
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trip to Mexico City next month, that 
Mexico could produce 10 million bbl. per 
day by 1990. Such a torrent of i'-Iexican . 
oil would substantially reduce the \Vest's 
depencence on uncertain Middle East oil 
supplies, controlled by the OPEC cartel. 

For the U.S., in particular, Mexican 
oil would be a boon because it can be 
delivered through relatively short, over-

. land pipelines or through shipping lanes 
controlled by the Navy. And replace­
ment of oil imports from the Middle 
East with Mexican crude would give a 
big lift to the sagging U. S. trade 
balance, because Mexico buys three­
fifths of its imports from the U.S. By 
eontrast, Middle Eastern countries 
spend most of their petrodollars in 
Europe and Japan. 

Such prospects make Mexico a poten­
tially vital link in U.S. economic strate­
gy. The high priority now given by the 
Carter Administration to relations with 
Mexico is . underlined by the National 
Security Council study, called Presiden­
tial Review Memorandum •11, which sets 
out U. S. policy options in dealing with 
Mexico. Some Administration advisers 
reportedly are suggt~sting that Carter 

. should urge Lopez Portillo ·to raise Mexi-. 
._co's oil production· goals. In return, 
· according to this S(~enario, he could oiTcr 

trade concessions on products that Ml!Xi­
c:o exports to the U.S., ranging from 

J 

INTERNATIONAL REPORT 

. •**" .. .... _ .. ....... - . . .. --·---· · - · . . .. . · ~ ·. ··--·-·--· - ·- ... · · --
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tomatoes to textiles and, prospectively, 
petrochemicals. More controversial is a 
suggestion that Carter could offer to 
ease restrictions on entry of Mexican job 
seekers who have been pouring into the · 
U. S., driven by high unemployment in 
Mexico. 

Such proposed "linkages" of oil with 
other issues could backfire, though, by 
stirring opposition on both sides of the 
border. Mexicans, intensely nationalistic 
about petroleum since they expropriated · 
the oilfields from U. S. and British 
companies in 1938, are resentful of any ­
hints of outside pressure and wary of 
becoming too dependent on the U.S. On 
the U.S. side, farmers are concerned 
about competition from Mexican agricul­
tural products, and labor unions fear 
competition from cheap immi~rant la­
bor. Just last month, a House special 
committee on population called for tight-

: er border controls against illegal Mexi-
can immigrants. · 

Unresolved tensions 

More important, against the U.S. 
interest in getting more Mexican oil, 
Carter will have to weigh an even 
grea~er U.S. stake in Mexico's long-term 

· stability. U.S. · efforts to encourage 
maximum oil output .rather than bal­
anced economic cvelopm-ent ult.l be 

self-defeating if they resulted in r1smg 
social and political tensions. "It is not in 
our interest to demand a rate of extrac­
tion that would create inflation in Mexi­
co," says Patrick J. Lucey, the U.S. 
ambassador in Mexico City. "It is not in 
our interest to try to get Mexico up to a 
production of 4 or 5 million bbl. a day if 
their own interests are better served by 
2.2 million bbl. a clay." 

The issue is crucial because, for the 
first time, the U.S. faces the prospect of . 
having a major country on its southern 
border. Mexico's demographic growth of 
3.2% annually is still one of the world's 
highest despite the government's family 
planning program. Population will near­
ly double from more than 60 million at 
present to around 120 million by the 
year 2000 and continue to increase at a 
rapid pace for decades after that. E\'cn 

. Mexican officialsagree that the country 
will face a political explosion if it fails to 
ease the extremes of wealth and poverty, 

· particularly by providing more jobs for 
the 800,000 entrants into the labor force 
each year. Only the escape valve of 
emigration to the U.S. prevents unem­
ployment; currently around 19%, from 
going even higher (chart, page HH). 

The years just ahead are critical for 
·Mexico because the underlying soeial 
_tensions that erupted during the admin-­
istration· of former President Luis-
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Echeverria Alvarez, in the form of labor oly of power in Mexico for 50 years. from U.S. companies proposing to sell 
agitation and land invasions by farmers, Faced with these prospects, it is filling stations and other facilities in the 
are still unresolved. For the time being, doubtful that Lopez Portillo would alter U.S. to Pemex. but Diaz Serrano says 
sueh unrest is bein~ kept in check by his basic economic strategy to help slake the company has no intention of invest­
LOpez Portillo's conciliatory style and by the U.S. thirst for oil, even thou~h ing abroad at present. And a German 
the stabilizin~ influence of the ruling Mexico almost certainly has reserves big group has reportedly offered to develop 

· Institutional Revolutionary Party (PRJ), enou~h to do so in fields such as the vast and manage an oilfield and build a refin­
whieh has a corrupt but highly effective Reforma pool beneath the tropical ery and petrochemical plant in return 
grass-roots organization that reaches swamps of Tabaseo and Chiapas, the for a long-term crude supply. But 
into every village and a spon~e-like newly discovered Chicontepec field south Pemex, having operated for 40 years as a 
eapaeity for absorbing political rival~ or of Tampico, and the offshore Cantarel medium-size integrated oil company, 
simply buying them off. What business- field that Pemex is developing in the should have no great difficulty in devel­
men worry about, longer term, is Lopez Gulf of Mexico (map, page 70). Proven oping its discoveries, although it is likely 
Portillo's successor, who will be picked reserves of hydrocarbons, both oil and to suffer some growing pains. Diaz 
by back-room bargaining among the natural gas, amount to 40 billion bbl.. Serrano. a businessman who is regarded 
business, labor. and agrarian factions according to Pemex, \Vhich estimates as a good manager, had long experience 
and ideological groups that make up the J•otential reserves at 200 billion. Of the in the oil industry before joining Pemex, 
·PRJ. This process could produce, as it has total. oil m·c·mmts for Gf>'Y,, , or 1:10 billion as a founder of several Mexican contract 
in the past. a swing bac~k to the.~ left bbl. The Antonio J. Bermudez field in drilling eompanies and, earlier, of Gal­
under a Presi•lent who would attempt to Tahas<:o, dcserihed by Pemex Director veston's Colden Lane Drilling Co. 
build a populist following among work- General Jorg<~ Diaz Serrano as "supergi- A flD<:k of Mcxiean c:onstruction com­
ers and farmc.•rs, as Echeverria di1i. gantie," itself has prov(m reserves of 7 panics also is pushing completion, sched­
Further ahead, the I'IU it~df nmy have . billion bhl., nParly as hi!-! as those of uled for _next March. of a 1\8-~n., HOO-mi .. 
trouble in holding tow;tlU'r tlw disparate Alaska':-; Nurth Slop(•, and it is still he.ing natural gas· plpdin~~ (rum Cactus, Tahas­
eonlition that has maintained its monop- enlarged. Pt.•mex has also iscovercd a t:o, to a point 7f> mi. south of Heynosa on 
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the U.S. border.' OriJ.!inally, six tJ. S. 
companies had 'planrH'd to take dl'liv(•ry 
at the border of 2 hill ion eu. ft.. per day of 
:~as, worth $1.!, hillion annually at. $lJiO 
;er l,OOQ cu. ft. Eneq .. 'Y St•crdary Sehl••­
;inger vetoed the deal because lht• price 
was above the $2.18 paid to Canadian 
suppliers. Mexico now plans to usc the 
gas internally by connectin~ the Cactus 
line to distribution ~rids at Montt•rn~y to 
fuel electric power plants and other 
industries. But it is unlikely that Mexico 
will be able to use all the ~as that flows 
(rom wells alon~ \vith the oil, anrl most 
observers believe that Carter and Lopez 
Portillo will be able to agree on future 
U.S. purchases of Mexico's surplus. 

Solving the unemployment problem 

Just how much oil and gas Pemex 
produces will depend on the outcome of 
behind-the-scenes debate within the 
LOpez Portillo administration and the 
PRI over Mexico's basic economic strate­
gy. The problem is that oil, a capital­
intensive industry, employs relatively 
few workers. Thus, Pemex has just 
80,000 employees on its payroll. To 
create jobs, Mexico plans to invest much 
of the oil money in industry, agriculture, 
and tourism, but it will risk overheating 
its economy-as Middle Eastern coun­
tries and Venezuela have learned- if 
Jpending becomes too heavy. By pricing 
Mexico's products and services, such as 
tourism, out of world markets, the 
resulting inflation could dangerously 
worsen the country's critical unemploy­
ment problem. . 

Unlike most OPEC countries, Mexico 
has a diversified, partly industrialized 
economy, and its potentially big internal 
market should be able to absorb sizable 
investments. In the 1950s and 1960s, 
Mexico was able to expand its gross 
national product at a fast 6112% annual 
pace with little inflation. But Mexico has 
only half recovered from a severe bout of 
inflation brought on in the early 1970s 
by free~spending former President 
Echeverria. Last year prices rose 17%, 
down from a peak of 34% in mirl-1977, 
but Wharton Econometric Forecasting 
Associates, affiliated with the Universi­
ty of Pennsylvania, projects inflation 
running at 12.5% in 1982 even if oil 
output is held to around 2.5 million bbl. 

The leading advocate of faster eco­
nomic expansion, dt•spitc this problem, is 
Jose Andres de Oteyza, j(;, the Cam- . 
bridge-educated National Propt•rties & 
Industrial Development Secretary, who 
was a key political campaign aide to 
L6pcz Portillo. "The challen!!e we face is 
to raise our growth rate to !)f1,, or 10% 
for a period of 10 years," Je Otey1 .. a says. 
'1'hen there will be a reasonable pros- · 
J)cct of solving the um•mployment proll­
lem by the 19!Hls." lie adds: "Before 
then. it will not be possible to solve it." 
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To combine mor<' . rapid growth wit.h 
lowt•r inflation, de Ot••yza ar~ues, Mt•xi­
<~o must rcmovt~ supply hot.th•nt•c·ks in 
c~ritical st•dors of tlw t'(~onomy hy i nwst­
ing h•!avily in such adiviti••s as trans­
port, dt•ctricity, and agricult.urc. 

Proponents of a more cautious ap­
proach include Secretary of Pro~ram­
ming & Budget Ri<·ardo narcia Sainz, 
Trt•asury Secn•tary Da\'id Ibarra Muiioz, 
and Gustavo Romero Kollll'r.k, the din•e­
tor general of the Bank of N)(•xi<:o. RiJ..dtt 
now, according to Treasury Under St~cre­
tary Miguel de la Madrid Hurtado, 
government agencies arc trying to reach 
agreement on a growth target. ''The 
general strategy is to regain the lon~­
term brrowth rate of around t)1h% in 1979 
and 1980; and to try to improve this in 
1980 and 1981," says de la Madrid, who 
is a Harvard MBA. "\Ve are trying to get 
a steady rate of growth compatible with 
a diminishing rate of inflation." 

Up . to now, Mexico has been con­
strained by a November, 1976, agree­
ment with the International Monetary 
Fund to limit net foreign borrowin~ to 
$3 billion annually for three years and to 
curb the government deficit and expan­
sion of the money supply, in return for 
credits that the I~tF advanced during the 
devaluation crisis. Fast-~rowth advo­
cates such as Ifigenia Na~arrete, a PRI 
congresswoman and economist who 
heads the Chamber of Deputies' plan­
ning commission, clearly hope for a more 
expansionist policy after the ll\1F agree­
ment expires. ..Most market economy 
nations are like fish caught in the mone­
tarists' net," she says. "\Ve have reduced 
the growth of the foreign debt, but at 
what price? At the price of braking the 
economy." 

Unlike Brazil 

By contrast, the Private Sector Center 
for Economic Studies, a research unit 
financed by business groups, worries 
that government outlays and the amount 
of money in circulation are still rising 
too fast, despite the IMF accord. If Mexi­
co converts dollars earned from oil 
exports into pesos to finance domestic 
spending, instead of using them primari­
ly to pay for imports of capital equip­
ment. the center warns, it will vastly 
increase the money supply and will fall 
into the same inflationary trap as the 
OPEC countries. In this view, the amount 
of oil revenue that Mexico can absorb 
without triggering a new price spiral will 
depend on its ability to tinance local 
costs of investment projects out of 
increased internal savings. 

Even so, in attempting to shift its 
economy to a faster track, Mexico faces 
constraints that dictate an eeonornic 
strate~ry very different from •that of 
Brazil, Latin Am~rica's other ajor 
economy, which has managed to c bine 
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Mexican econor.:~: 

rapid growth with high inflation. Brazil 
deals with some of the economic distor­
tions of fast-rising prices by "indexing" 
financial values to encourage savings, by 
aggressively de,·aluing the cruzeiro to 
keep Brazilian products competitive in 
world markets, and by applying tight 
currency controls to prevent a flight of 
capital. 

By contrast, Mexican policymakers 
have little choice hut to allow complete 
freedom of capital movements and to 
maintain a relatively stable exchange 
rate (or the peso. Curn--!ncy tontrols 
would be ineffective ht'cause of the long, 
permeable border with the U.S. And 
-any sign of rcn<'wed peso instability 
·eould d(•strov business confidr·nce and 
tri~cr a ne~ flight of <·apital hy Mt•xi­
enns, who S(mt an t•stimatcd $4 hillion 

~· ahroad and shiflt>d funds into dollar 
lltttmnts in local hanks when tlw pt>~o 
Wl'akc.•m•cl in 1 !f](i afh·r ~~ years of fix(•d 
J»arit~· :1gainst the tlollar. "M<•xi,·ans 
h~vc u kind of neurosis about the stahili-
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ty of tht~ J.ICSO aft<'r SO many y<'aTS of 
makin~ it a doJ,!ma," says A twl lleltran 
del Wu, dir .. ctor of Latin A nll'rican proj­
eds at Wharton Eronometric. 

Most fordgn hankers a~rec that after 
lHRO Mexi<·o will h:we the option of 
revaluing the peso bc.•cam;(! oil revenues 
will more than cover its foreign 
exchanJ,!c ne<~ds after the big bulge in 
foreign debt service, estimated at $4 
billion to $5 billion in each of the next 
two years, has passed . But such a move 
is unlikely because.• it would price Mexi­
co's nonoil ·exports out of international 
trade. "We arc committed to manage our 
rate of exchange in such a way as to 
maintain the competitivity of our ex- . 
ports vis-fi-vis our principal market," 
says de la Madrid. To achieve that, 
Mexico will either have to bring its infla­
tion rate closer to that of the U. S. or let 
the peso drift downward. Wharton fore­
casts a moderate downward float over 
the next two years, then a steady peso 
during the last two years of Lopez 
Portillo's term {chart, page 67). 

Private investment revives 

Such policies, if they maintain a 
climate of business confidence, should 
slow the government's encroachment on 
private business in Mexico's mixed econ­
omy, even though the government is 
investing heavily in industry through 
Pemex and other state-run enterprises. 

n Under former Pr~sident Echeverria, the 
! government's share of annual capital 
.i investment rose from 33% in 1970 to 
~ more than 50% in 1976. In addition to 
; stepping up government outlays for 
f projects such as Las Truchas, a $1 billion 
~ steel complex on the Pacific coast, 

Echeverria discouraged private invest­
ment by populist attacks on business and 
b:V deficit spending that stirred fears of 
devaluation. 

By contrast, Lopez Portillo's pledges 
of business-government cooperation in 
an "Alliance for Production," backed by 
fiscal incentives, credits, and steps to 
clear away bureaucratic obstacles, en­
couraged a stron~ revival of private 
investment last year. Leading the way 
are the country's biggest business 
groups, including Grupo Industrial Alfa, 
the c:ountry's largest conglomerate, and 
Valores Industriales (VISA), both hend­
quart£'rcd in Monterrey. Alfa is pouring 
money into everything from heavy elec­
trical equipment manufacturing, with 
Japan's Hitachi Ltd., to large-scale 
tourist developments. VISA is expanding 
in traditional sectors, such as bec.•r, 
foods, and banking, and plans to invest 
more than $100 million over the nt•xt 
five years in holds, in partnership with 
I•' ranee's Novotel. It is also launching 

· fishing ventures with l·~uropean and 
Japarwse tompanit•s to devcl' esourtes 
in the 200-rni. "exclusive C(~onomic zone" 
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that Mexico has claimed off its long 
coastlines. "\Vithin five years, VISA 

should be twice its present size in real 
terms," says Finance Director Othon 
Ruiz Montemayor. "\Ve should have 
assets of $1.1 billion to $1.3 billion." 

Equally bullish is Crescencio Balleste­
ros, who is president of Cia. Mcxicana de 
A viacion, of the Mexican affiliates of 
Union Carbide Corp. and Deere & Co., 
and of a holding company with 18 
subsidiaries. "In all of the companies in 
which I am involved, w.e are expanding," 
Ballesteros says. "\V e arc seeing that the . 
investments we had planned were too 
small, so we must increase them." 

Mexico is also giving a warmer 
welcome to foreign investment, which 
was discouraJ,!cd by the Echeverria 
administration's strict application of a 
l!l7:~ law that limits fort>ign companies 
in most ca~ws to a t1!)'~, minority share in 
nt.!W Mexic:an vt•ntures. There is no pros­
p<•cl of a chang<~ in tht• law, whic:h led to 
a decline in the net inflow of foreign 
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direct investment from a peak of $360 
million in 197 4 to less than $300 million 
in 1976. But the Foreign Investment 
Commission, which screens investment 
proposals, is interpreting the la\v more 
flexibly-for example, by allowing for­
eign comvanies up to five years to find 
local partners while holding the majori­
ty Mexican shares in trust. As a result, 
net capital inflow rose to an estimated 
$400 million in 1978, according to Hector 
Alvarez de la Cadena, who heads the 
commission. "I think we will easily 
double this in 1979," he predicts. 

Among the biggest investments in the 
works are expansions by the country's 
seven auto makers. General Motors 
Corp. reportedly proposes to invest $300 
million over the next three years, Chrys­
ler Corp. plans a $136 million 
outlay in the same period, and f • : 
Volkswagen plans to invest $66 ,, 
million. GM is not talking about 
its plans, but Alvarez says they 
provide for "massive" exports. ·· 
Foreign auto makers, who are 
allowed to keep 100% control of 
most Mexican subsidiaries under 
special legislation, have the 
choice of raising the local content 
or their vehicles to 75()?, by 1982, 
or exporting enough cars or parts 
from M~xieo to offset all their 
Corc.•ign currency costs, including 
imporh'<l parts and payments of 
tt~hnical ft>es and cliviclcnds to 
Jlarc.>nt companies. This year, De­
troit's Big Three will export an 
cstimatt!d $~()(} million worth of 
J~&rts, mostly to thl• U.S. and 
Canada . 

._· Other U.S. companies with 
lnvt~stnwnt plans range from 
Pc.•psiCu Inc:., whi<·h will invest 
$1U million in sn:U'k food plants 
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and export part of the output to the 
U.S., to Ingersoll-Rand Co., which may 
triple its investment in Mexico to expand 
production of capital equipment for 
industry, including oil and petrochemi­
cals. Japanese and European companies 
also are expanding in Mexico. 

The investment commission's prag­
matic new approach to such projects is 
illustrated by its recent approval of an 
$11 million expansion in Mexico by 
Becton, Dickinson & Co., even though 
the U.S. parent company has retained 
100% ownership of its subsidiary rather 
than "Mexicanizing" it. The company 
will build a new plant outside Mexico 
City to increase production of such prod­
ucts as syringes, surgeons' blades, and 
fever thermometers. "Something like 

.... , n= · C Md 'eM t . rtW b t • h t'= 

58% of tht• JK'opl<! of Mcxi<:o are 18 y<>ars 
and under, so tht~ markt't ~rowth in 
terms of futun• population is fantastic," 
says \V. 11. Andrt•ws, pn•sidt•nt of nt•don 
Dickinson's Latin Anwrican division. 

The company got the go-ahead be­
cause its investment will h<>lp adtieve 

. b~1sic governnwnt ohjcdives. By shifting 
manufacturing to a · new plant outside 
Mexico City, it will help to relieve 
con~t~stion in the capital, dt ·stincd to 
become the world's higg<•st ._·!ty as the 
influx of un~mploycd from ~ .;ral areas 
swells its population, alre~u i \· L·~timated 
at 13 million. And to creatl' more jobs, 
Mexico particularly needs labor-inten­
sive operations such as those of Becton 
Dickinson, which employs 900 workers 
in its present plant in the capital. As 
part of the deal, the company agreed to 
step up exports and to reduce the techni­
cal fees that the Mexican subsidiarv 
pays to the U.S. parent from 21J2% t~ 
1% of sales. The investment commission 
is trying to hold down such payments for 
"technology transfer" by multinational 
companies. 

The petrochemicals buildup 

The oil bonanza is also creating oppor­
tunities for investments to supply equip­
ment and services directly to · the petro- . 
leum and petrochemical industries. 
Dallas' Dresser Industries Inc. says that 
production may double this year at a 
plant near Mexico City-in which it 
owns a 49% share-that turned out $50 
million worth of oil drilling rigs in 1978. 
And U. S. engineering companies are 
eying the prospects for design and 
construction contracts for petrochemical 
plants. Pemex, which has a monopoly of 
basic petrochemical production, plans to 
build more than 70 plants, some of them 
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'The potential Is enormous' 

world-seale <'omplexes, in the next four 
yt~ars. To hid on sueh johs, .Jacobs Engi­
nl't~rinJ,.! Croup I ne. in Pasadena, Calif., 
set up a joinl.-\'<'ntun• affiliate with a 
majority M<'xiean partm'r in Mt•xico City 
last Odoht•r, and a half-dozen other 
major U. S. enJ,.!incering firms are 
v.-eighing such a move. . · 

Pctnt!x' buildup eould put Mexico into 
the hig leagues in pctrodwmicals. The 
company plans to raise its production 
capacity to 22 million tons pt•r year of 
primary petrochemicals by 1982, worth 
an estimated $7 billion annually at 
current world prices. Affiliates of such 
companies as Celanese, Du Pont, Mon­
santo, Union Carbide, and Germany's 
BASF · are already using raw materials 
supplied by Pemex to make a variety of 
"downstream" petrochemicals and man­
made fibers, mostly for the local market. 

Aiming for exports 

Now the government has announced a 
plan to promote large-scale petrochemi­
cal plant construction by private compa­
nies in coastal areas by offering a steep 
30% discount on raw materials supplied 
by Pemex as well as on fuel and electric­
ity. In petrochemical ventures'defined by 
Pemex as "secondary,'' foreign compa­
nies must have Mexican partners that 
own a 60% controlling interest. To quali­
fy for the discounts, they will have to 
locate in designated areas, probably on 
the Gulf coast around Tampico and 
Coatzacoalcos, where Pemex' big La 
Cangrejcra complex is situated, and near 
Salina Cruz and Las Truchas on the 
Pacific. Companies also must agree to 
sell part of their output abroad, a provi­
sion aimed at enlisting the worldwide 
marketing capabilities of multinational 
companies in exporting Mexican prod­
ucts. 

The discounts could give Mexican 
petrochemicals a big competitive advan­
tage in international markets because 
raw materials account for 75% to 80% 
of the cost of petrochemicals. But petro­
chemical makers are waiting to see 
details of the scheme before making 
plans. 

They point out that there is a world­
wide glut of many petrochemicals, and 
OPEC countries also are promoting petro­
chemical ventures. Mexican products 
that are subsidized, or arc exported at 
less than Mexican domestic prices, could 
be hit by countervailing -duties or anti­
dumping levies in the U.S. market. 
"Meantime, we are doinJ,.! a lot of 'what 
if thinkin~ and preliminary studies," 
says Addison I L Lynch, assistant man­
nJ,!ing din·dor of Celanese Mexicana. 
"1'ht! itmount ·or int('rest is · c.·normous, 
hecaust~ the potential is enorr1wus." ·• 
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rOOD IS CHALLENGE 
FOR ~mXICAN REGIME 

Nation Aiming for Self-Sufficiency 

-Oil Profits Seen as Lever 

for Attaining Djet Needs 

By ALAN KIUINli 
Special to The New York Times 

MEXICO CITY, Jan. 8- With its long-
. term energy needs already satisfied by 
vast new oil finds, Mexico has now set for · 
itself the challenging goal of achieving 
self-sufficiency in food. 

In the eyes of top Mexican officials, oil 
and food are closely related. Not only will 
the coming oil boom make chronic mal­
nutrition and rural poverty politically ex­
plosive issues, but also the country may 
find its oil earnings increasingly spent on 
imports of food rather than heavy ma­
chinery and advanced technology. 

President Jose Lopez Portillo has 
therefore established energy and food as 
the twin priorities of his administration. 
"n energy he has been lucky, with oil dis-

Jveries tripling proven reserves in two 
years and oil exports expected to earn 
$3.6 billion in 1979. But in agriculture, in 
the President's words, "the problems are 
more entrenched and production more 
complex." 

As a first step, the Agriculture Minis­
try's budget for 1979 has been increased 
by 60 percent to about $2 billion, while pri­
vate banks are being encouraged to step 
up credit to the countryside. Yet officials 
concede that the outlook is not promising. 

Millions Without Land 
What makes the food issue so compli· 

cated is that production is inextricably 
linked to the system of land tenure estab­
lished after the 1910 revolution. To sa tis f) 
the peasant revolutionaries' demand fot 
.. Jand and liberty," hundreds of thou 
sands of tiny and inefficient plots wen 
handed out by successive Governments t< 
landless peons. The policy brought rela 
tive peace to the countryside, but it wa: 
disastrous economically. 

Today, with the country's populatiOJ 
five times larger than it was in 1910, fou 
million peasants are still without a plot o 
land. But there is no spare land left to dis 
tribute and, during the last decade, peas 
ant unrest has resulted in large number. 
of illegal occupations of private farms. 

With the tiny plots unable to provide fa 
the five or more children that most pea~ 
ant couples have, there has been a gro" 
'rtg exodus from the countryside, either t 
1earby cities or to the United States. Bt 

hundreds of thousands of young peasant 
remain in ntral areas, working the Ian 
a[\d living off the promises of successiv 
Governments that one day their tum fc 
land will come. 

., 

President Lopez Portillo has faced this 
problem _sq~a~ely by announcing that the 
answer hes m mcreased productivity and 
not in handouts of land. "Many plots 
produce only a bare subsistence "he said 
in his state of the union addre~s in Sep­
tember. "Land ilsclf is no longer a source 
of wealth if it is not supplied with the ele­
ments that make it rich and productive." 

Trade Surplus in Agriculture 
One.sectorof Mexican agriculture, cen­

tered m the northwestern states of Sina­
loa and Son_ora, operates efficiently, with 
wealthy pnvate farmers producing fruit 
an~ winter vegetables for export to the 
Umted States. Along with exports of 
meat, coffee and cotton, this accounted 
for !vlexico's $600 million trade surplus in 
agncultural products in 1977. 

The Government's search for self-suffi­
ciency is therefore essentially aimed at 
the C?rn, beans and wheat that make up 
the dtets of most Mexicans and that are 
produced here almost exclusively by 
peasant fanners . In 1978, Mexico im­
ported two million tons of com and 
780,000 tons of wheat. Grain imports in 
1979 are expected to cost the country 
more than $900 million. 

Yet, given the structure of Mexico's 
agricultural sector, it is difficult to see 
how even large Government investment 
can turn plots of one or two acres into eco­
nomically viable un its . Between 1970 and 
1976, under President Luis Echeverria · 
Alvarez, vast funds were poured into the 
countryside, yet production still grew 
.more slowly than the population. 
. Soon aft~r.taking office, the Lopez Por­

hllo admmtstration began promoting 
"col.l_ectivization" of land parcels, known 
as eJtdos, so that the farmers could obtain 
credit and acquire machinery. But, be­
cause of the Mexican peasant's deep at­
tachment to his own piece of land, the 
program has faltered. To "collectivize" 
by force, on the other hand would be 
politically hazardous. ' 

Rural Industry Emphasized 
Recognizing that farming could never 

fully employ .all the peasants, who still 
ac.c~unt.for 48 percent of the country's 66 
m1lhon mhabitants, the Government has 
begun emphasizing rural factories that it 
hopes will add value to agricultural 
products at the source and create new 
employment in the countryside. 

But this strategy runs up against a seri­
ous marketing problem. Already Mexi­
co's exports of_ fruit and winter vegeta­
bles struggle With complex requirements 
set by the United States to protect the 
farmers of Florida and southern Califor­
nia. On the ?ther hand, Western Europe is 
fully supphed by the Mediterranean re­
gion. · 

.While the Government continues to 
pursue its objective of food self-sufficien­
cy, ~any senior officials are privately re­
stgnmg themselves to a pattern of oil 
revenues paying for imports . of basic 
~rains. "For.years, we've been trying to 
mcrease agncultural production without 
changing the system of land tenure " an 
official said. "We're still not willi~g to 
break the ejido sy9tem, so we'll e to 
continue paying that price" 

While exj)ori crops maintain an agri­
cultural trade surplus and oil revenues 
pour in, the Government can easily af­
ford imports of basic grains expected to 
exceed $1 billion a year by the early 

~ 1980's. But this strategy condemns mil­
lions of peasants to poverty, underem­
ployment and malnutrition. And the only 
escape route will remain that to the cities 
or, as illegal aliens, to the United States. 

In the long run, though, Mexico's new 
oil wealth should result in thousands of 
new jobs in urban areas. Estimates also 
show that, by the year 2000, only 20 per­
cent of Mexicans will be living in the 
countryside. Yet, with a population of at 
least 120 million by then, there will still be 
25 million impoverished peasants. 

REMEMBER THE NEEDIEST! 
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Clouds 'of people.· · 
. . · .. ·.' 
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Mexico, a country that is so full of life, is 
too full of lives. The explosive population 
growth of the past 50 years makes it 
cenain that its population will continue to, 
mushroom, and cloud the nation's pros­
pects for the next quarter of a century. 
But if Mexico succeeds in developiQg its 

. natural resources and natural talents 
then. in the early part of the 2000s, when 
the growth in its population ~ill have 
come down to a more manageable r~te. .. · 
Mexico could be a power to.'·reckon with 
in the Americas. And if in 2010 it' can 
celebrate the centenary· of 'its revolution 

. : without · in the interveriing years having 
bad .. to . repress an9ther, this rare Latin 
American democracy will have . not only 
p:>wer but glory. · . 

It is sometimes said that Mexico is 
engaged in a race between population _ 
and development. In the past four dec­
ades, the gross national product h~s risen 
in real terms by about 6% a year, which 
means that it has gone \J.P . roughly · ·tern-' 
fold, to about $70 billion. Its population, 
only 20m in 1940, has more than trivled 
to 65m at the end of 1977. Gnp per head; 
about $1,000, putting Mexico in thecate­
gory of middle-income developing coun­
tries. But if, on the face of it. growth. has 
won the race so far. that face is cosmetic, 

. for the form of development pursQed by 
" Mexico since the outbreak of the secqild. 

w.odd· w~' ~~·. DQt: ~proved the living · 
·standw;ds of. perhq.,.~- the greater part of 
the Mexi~ by ,tbtt statistical average of 
3% or ·SO .a~ year . . The fruit of develop­
ment has :been qnf.~irly shared out. Those 
that have ea.•en the least of it have bred 
the fastest.·. _;_ .. ··' . 

Growth in: gnp: is important; but just as 
important. is its distribution. In his ad­
dr~s to the, Massachusetts Institute of 
Technology 'In April, 1977, the president 
of the World Bank, Mr Robert 
Mc;Namara, produced some very dramat­
ic figures: ·. ·. : 

A study of. 40 developing countries revealed 
that a.n increase of $10 in the income of the 
lower. .(,()% of -the income strata. carrying 
with ·-it advances in nutrition, health and 

· litera.cy, was associated with· a crude birth 
ratQdecline of 0.7 per 1,000; but that a $10 
increase in the overall average income of 
everyone was associated with a crude birth 
rate decline of only 0.3 per 1 ,000 .. . . If the 
growth in national income does not result in 
improvements of the living conditions of the 
lower income groups, it will not help to 
reduce fertility throughout the society. 

The absolute growth of Mexico's popula­
tion h~s now · become so large that it 
challenges . any model of development. 
During the six-year presidency of Mr Jose 
Lopez Portillo which . started in De­
cember, 1976, the number of people ·in · 
his care will rise by about 14m-or more 

;: ~·;. .~·! . ( . ~·; .. • . . ,. . ~ ..... ~ =- : .... 

_,i : ... • ' ,. . r . ~:-:~ ' ~ ... ~ ~ ~ ·.'. :\ :· .. ,: . ·::. = .. 4~~-~: .. ·. 

... : .. : .. . . " 

,. _ .. ·1,_j·· :·.:f···:· .. :.Ji···/ )(' '~ ·-;:.-·_ '",:, ·; ... 
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than the entire population of Ven~~~~~: 
over 2m more people a year, over 6,000 · 
more people a day. · . · · 

It was not until1974 that Mexicofimdly· 
got around to birth control. The tar,diness 
was due in part to the Catl1ol~c church~ 
Only in part, for there is a strand of anti­
clericism in Mexico, the formal powers of 
the church having been cur~iled as early 
as 1857 under the Liberal constitution. 
Just as important is . the . 'f.lacho (best 
defined as ostentatiQus virility) pride. In 
being father of. a large family~and a 
more generalised macho that . national 
greatness is in ·part greatness In -the num­
ber of Mexicans. To "restrict Ute :number 
of Mexicans would in this Gaullist view 
somehow be to fall in wit.h .a ··. gringo 
(United States) plot to curtail Mexico's 
destiny. lt ·was only in the i960s '.that the 
numbers really began to get out of hand, 
as the arithtnerical result of an . under­
standably benign atti-tude to the growth in . 
th~ 'population after Jhe revolution. 
Deaths in the chaotic 11 years after 1910 
and the .r-eluctance to ·bring children into 
an · un·cer-tain' world actually reduced the 
population. ·Later-; with.political stability 
and ·an air of -promis~ .:that life· would 

111Us ~rvey • was +-- iy -~~ I 
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words, ·where life expectancy would be 
much less than Mexico's was at the begin-
ning of the :century. · · 

Of Mexico's 65m, about 30m are under 
14 years old. Those over 18 are adding to 
their existing families, and the families of 
today's children and adolescents are yet 
to come. The very best that Mexico's too­
long delayed birth control programme 
can achieve is to make the avalanche a 
little smaller than it_Qtherwise would be. 
Fertility levels in Mexico are about 6 
children per woman. For the replacement 
of the population, a fertility level of 2.3 is 
needed. Even when Mexico's mothers 
have only 2.3 children each, the popula­
tion will continue to grow until the age 
structure is such · that · the number of 
deaths balances the number of births. If 
by the year 2000 .. Mexicans have just 
enough children to replace themselves, 
the population wo~ld eventually stabilise, 
at 175m, in 100 years' time ~ 

·since the Mexican government began 
family planning programmes in 1974 to 
complement those of private organisa­
tions, a small dent has been made in birth 
rates. Radio commercials tell listeners 
that they can control _the size of their 
families. The subject is-no longer taboo. 
The government's approach is to give 
advice and make contraceptives available 
free in · hospitals and clinics. In such a 
macho-chistk country,:. there is no em­
phasis, as yet, on sterilisation-and abor­
tions are illegal although there are esti­
mated to be betw.een 500,000 and 800,000 
a year. The main ,problem occurs in the 
rural · areas: abouC 25m people live in 
94,000 scattered <communities of 2,500 
souls or less. It will take years to train 
enough people to·· train enough others to 
reach them. As there are only about 
10,000- pharmacies,' the · government is 
planning to dlstnbute contraceptives 
through· food and general stores and sell 
them at half the commercial price. There 

_ is, at least, no shortage of contraceptives. 

The avalanche of the young 
Males~ 
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Mexico is the largest producer of oestro­
gen in the world since the root from 
which it is made grows there. Moreover, 
Syntex, which pioneered the pill, is part 
Mexican in ownership and in origin . . 

A report (in Studies in Family Plan­
ning, August , 1977) claims that the initial 
impact of the government programme ,;, 
has been marked. Whereas there were 
about 900,000 users of contraceptives. in ~ 
1973 (I i-12% of the women aged 15-44 .~. -!t 
" living in union" ), there were 1.8rn three ~- ' 
years later (21 %). But, getting the first ~~ 
fifth of women to use an IUD or to take··· 
the pill is the easiest fifth, for the pre­
sumption must be that there was a pent-. ""' 
up demand which is now being met.: ~ ·· 
Changing the attitudes of the rest of the.-': _ 
8m fertile women will take time. Persuad- : .~ · 
ing their husbands will take eveB longer: 
in 1976 only 4% of the women were 
protected by their partner's use . of'·~ : 
contraceptives. 

Since there is no time limit on the 
registration of births, figures of births in 
recent years need to be treated with 
caution: But preliminary figures for June­
December, 1976, indicate that the birth 
rate has come down to 36 per 1 ,000, 
which would imply that population 
growth came down from 3.4% to 2.7-_ 
2.8%. 

That would be a very dramatic decline. 
Even the optimistic targets for 'the gov­
ernment's population policy (at least it 
now has one) are for the growth rate to 
come down to 2.5% by 1982-and to 1% 
by the end of the century. For the latter 
target to be met, given that the mortality 
rate will continue to fall, the birth rate 
would have to come down by 60%, to 
about 16 per 1,000 in 22 years. ThisJs. 
highly implausible: Hongkong, the cou~ ·-

· fry that has experienced the most dramat- , 
ic drop in birth rates, managed a faH of 
44% to 28 births ,per ~.000 in the 20years 
to 1974. 

If by some miracle the popula~ 
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0 m 1 2 3 
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gowth were to decline gradually to 1% a 
year by 2000, then in . that year the 
population would still be over lOOm. If 

• the population were to continue to grow 
at 3.4-3.5% a year, the rates for the past 
1S ye~rs, then by 2000 it would be getting 

_on for 150m. Adding 20% to the optimis­
tic assumption and subtracting 20% from 
the· pessimistic one produces a figure of 
120m Mexicans by 2000. By the time the 
centenary of the revolution comes in 
2010, the population of Mexico could 
easily be double the present 65m. The 

man-or perhaps the woman-who will 
be president in that year is now about 30 
years old. As he climbs the greasy politi­
cal pole, the new population ·born be­
tween now and his arrival at the top will 
grow by' three times as much as the 
present population of California, or by 
slightly more than the present population 
of West Germany. 

That gathering cloud, of people casts 
several long shadows. , 
e Emigration from the overpopulated 
countryside is imposing huge strains on 

The United States ··of Mexico 
Mexico is the fifth largest country in the 
western hemisphere (after Canada, the 
United States, Brazil, Argentina) and the 
fourteenth largest in the world. It covers 
760,172 square miles, a quarter the size of 
Canada and it is more than three times 
larger than France or Spain. 

Mexico has two great mountainous ribs. 
The Sierra Madre West runs from the 
United States roughly parallel to the Pacific 
for some 800 miles. Between it and the 
ocean there is a fertile coastal plain. 

The Sierra Madre East is about 300 
miles from the Gulf of Mexico in the north, 
but gradually gets closer to the sea as one 

travels south along its 900-mile length. The 
eastern coastal ptain also has good land, 
irrigated by rivers and canals. 

Between the two Sierra Madras is the 
high plateau covering 40% of the territory. 
This is divided into two regions. The north­
em ptateau is 4,000 feet above sea level, 
mountainous and arid. The southem pla­
teau, the Central Meseta, is a bit less 
mountainous; less arid, and much more 
populated: Mexico City is on it. 

At the southern end of the high plateau, 
a volcanic mountain range crosses east to 
west from coast to coast. It contains the 
famous two volcanoes guardi~ the valley 
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the · town and cities. Mexico City, the 
most powerful magnet, 7,000 feet up in a 
smog-capturing valley, has about 12m-
13m people in it, and is growing by nearly 
750,000 a year. 
e If the economy were to return to the 
growth rate of 6-7% a year that is the 
official target, industry could provide at 
the outside 150,000 new jobs a ·year. 
Even if a further 150,000 were provided 
elsewhere, over half the new entrants 
coming into the workforce each year 
would not find a job. So unemployment 

of Mexico, Popocatepetl and lxtaccihuatl,. 
and Citlaltepett, the highest mountain in 
the country. 

Baja California, a finger of a peninsula, 
is dry but rich in minerals. The Yucatan 
peninsula is very wet, but has no rivers: the 
water seeps through the thin soil into 
underground limestone reservoirs: It is 
separated from the rest of Mexico . by a 
thick belt of tropical rain forest in Chiapas 
and Tabasco, and once declared itself 
independent. 

The mountains make communications 
difficult. Over 60% of Mexico's population 
is contained between the two sierras on 
15% of the territory. While the bulk of 
Mexico's population is thus securely locat­
ed to withstand an invasion from its neigh­
bours the United States, Guatemala or 
Belize, it is badly situated for anything etse. 
To make matters worse, two fifths of the 
population live in widely dispersed commu­
nities of about 2,500 people, while 30% 
(and a rapidly rising proportion) cram into 

·any city with a whiff of prosperity. Mexico 
City, has 12m-13m people, and is the 
world's highest large city. Guadalajara, 
with 2.2m, is the second largest city, Mon­
terrey, with 2m, the third. 

Mexico has a coastline of 1, 700 miles on 
the Gulf of Mexico and the Caribbean, and 
4,500 miles on the Pacific, but not one of 
the seaboard states has its capital on the 
sea. Veracruz, the only major port, was the 
capital of the state with the same name 
until Porfirio Diaz moved the capital inland 
in the nineteenth century. 
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. and underemployment will gro~. 
e Even more Mexicans will try to cross 
the border into the United States to take 
up the· low-paid work Americans do not 
want to do. But these hard-working unin­
vited guests are increasingly unwelcome, 
and President Carter has submitted pro­
posals to curb the flow . Relations with 
the United States will worsen. 
e Hugely growing numbers of rural and 
urban unemployed will strain Mexico's 
democratic structure. 

Mexico is recovering its place as the 
world's largest silver producer. But that is 
not what the clouds are lined with. It is 

·oil , of which much has been discovered 
and of which vast quantities are likely to 
be discovered. Oil removes the foreign-· 
exchange -constraint ·· on economic de vel· 
opment. But it does not remove the 
other: the lack of organisation and skills 
which are the cause and characteristic of 

MEXICO , 

underdevelopment .. How do you get the 
oil money into the pockets of the poor 
without inflation-and without destroy­
ing the social structure? 

In spite of those gathering clouds, it is 
very difficult for the visitor to Mexico not 
to believe that the · sun will eventually 
break through. 

The Aztecs believed it was necessary to 
offer the sun god, Huitzilopochtli, the 
blood of human hearts to nourish him to 
fight the night , the stars and the moon so 
he could rise and bring on the day. The 
sacrifices this and the next generation of 
Mexicans will have to make to ensure 
that the sun will rise will be hard, but less 
bloody. This survey looks at the Mexican 
people of today, their political priesthood 
and their economic system to see what 
sacrifices will be needed to propitiate the 
sun gods to ensure that it will be plenty 

· they bring, not desolation . •. 

Children of th8 ·violated 
Mexicans are fascinated by their past and 
themselves. They, in turn , are fascinating 
to outsiders. There is a continuing inter­
est in Mexico shown by foreign anthro­
pologists, ethnographers, geographers, 
sociologists, economists and journalists. 
The bibliography of good books on Mexi­
co by Mexicans and foreigners is long. 
Mexico is as theorygenic as. it is 
photogenic. 

The Mexicans are the Italians of Latin 
America. To go from efficient , neurotic 
North America to disorganised Mexico is 
rather like going from Frankfurt ·to 
Rome. One would ·prefer to work in the 
northern country, but to live in the south­
ern one. Mexico's people are rich in the 
foibles, virtues and faults which repressed 
northerners lack but are secretly envious 
of. . ... • 

It is remarkable how Americanised in. · 
culture and values a country like VenezU-. · 
ela is. It is more remarkable how the · 
Latin American country that has a 1,950-
mile border with the United States has 
remained very Mexican and' quite· for­
eign. Mexico's imperviousness to the 
dominant consumer culture of the north 
is in part the result of its poverty. Those 
Mexicans who have money soon learn to 
spend it in very American ways on useful 
goods and plastic geegaws. In San Cristo­
bal de las Casas in the state of Chiapas it 
is sad to see the Indians come in from the 
surrounding villages to sell their hand­
made weavings quite cheaply and th~n 
buy relatively expensive factory-made 
polyester fabric. Nearer Mexico City, in 
Huejotzingo, nearly all the textiles in the 
Saturday Indian market are factory­
made. Few fashion-conscious members of 
~the Mexican middle class ask for tequila; 

the drink to drink is Scotch (if slightly less 
so since the devaluation· of· the Mexican 
peso doubled its price). . .. 

But the Americanisation of Mexico 
runs up against a formidable barrier in 
the cultural singularity of the Mexican 
people. Whereas Brazil and Argentina 
had massive influxes of migrants from 
Europe in the past century, Mexico, the 
third largest country in Latin America, 
did not. A few Mexicans, the criollos, are 
descended directly from the Spaniards, 
some 5m ·are pure Indian, but the over­
whelming number are mestizo, mixed 
descendants of both. 

Mexi<;o has mixed its people in the 
melting pot, and is· largely free of colour· 

,,__ ~}.. -· ~t"-'~ r· .... :t • · ~-~- - ~-,~. 
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prejudice. That it is not wholly free of it is 
a comment that no Mexican will openly 
make in Mexico. But the fact is that the 
Mexicans at the top of the social and 
income scales are ncarlv all criollos; and 
nearly all Indians are at the bottom of 
them. The mestizos are dominant in num­
ber, but not in power. The Mexican 
melting pot has led to much fusion, and 
confusion. The "mixed-upness" of being 
a mestizo society leads to some very 
contradictory character traits: warmth; 
but suspicion; passi\ ity, but violence; 
vision and cynicism; idealism and~··gross 
corruption. ~ .. 

In his passionate plea to Mexicans to 
be aware of their past and heri~e of ' 
themselves as Mexicans, ''The Labyrinth 

·Of Solitude' ' , the poet Octavio' Paz 
searched for clues to the Mexican identi­
ty. He found one in the strange battle-crY , 
shouted on the anniversary of indepen­
dence: ·• Viva A-1exico, hijos de la .: chin-: 
gada". "Long live Mexico, children of 
the violated". Mexico, he wrote, .. 

discloses the wound that we alternatively -
flaunt and conceal. Chingaris to do violence . 
to another. The verb is masculine, active, ' 
cruel: it stings, wounds, gashes and stains. :: 
And it provokes a bitter, resentful satisfac- ·. 
t~on. The word defines a great part of our · 
life and qualifies our relationships with our · 
friends and compatriots. To the Mexican · 
there are only two possibilities in life: either 
he inflicts the actions implied by chingaron 
others. or else he suff~rs them himself at the · 
hands of others . This conception of social 
life as combat fatally divides society into the , 
strong and the weak. The strong-the hard, 
unscrupulous chingons-surround them­
selves with eager followers. This servility 
towards the strong, especially among the : 
politicos (that is, the professionals of public 
business) , is one of the more deplorable : 

• ··<IllS' 
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consequences of this situation. Another. no 
less degrading, is the devotion to personal­

. it!es rather than to principles. 

The strong emotional roots of this obses­
sion with the exercise of power lie in the 

· conquest. The chingada is the violation 
of the Indians; the macho, the chingon is 
the Spaniard conquistador. So; Octavio 
Paz continues: 

when we shout Viva Mexico , hijos de Ia 
chingada. we condemn our origins and deny 
our hybridism. The Mexican does not want 
to be either an Indian or a Spaniard. Nor 
does he want to be descended from them. 
He denies them. And he does not affirm 
himself as a mixture , but rather as an 

MEXICO 

abstraction: he is · a · man= He becomes the 
son of Nothingness. His beginnings are in 
his own self . 

As a result of this negation , Mexicans 
.have too readily a~cepted prescriptions 
for their society imported from other 
places. And they have at various times 
tried to tear up their past and begin 
again. The message of Octavio Paz's 
book is that Mexicans should become 
aware of their origins , myths, customs; if 
"we face our own selves, then we can 
truly begin to live and to think'' . 

His book , published in Mexico 20 years 
ago, has influenced a generation of Mexi­
cans. Mexicans are bitter ·critics of the 

The weight of history · j. - ---.- · • 

1200-500 BC. The Olmecs, precursors of 
Mesoamerican culture , sculpted enor­
mous heads; had· an advanced system for 
calculating time using mathematics with 
the concept ·of zero; and believed that 
individual life was bound to the fate of 
some animal , who in turn was the na­
hual of a god. The Olmecs.' manimal was 
the man-jaguar:, . 
AD 300-900. Rise and then-evaporation 
of the Mayan civilisation in Yucatan. 
350-650. The Toltec city of Teotihuacan 
the "place where gods are made" (one 
of them the god-bird-serpent Quetzal­
coati) had a population of 200,000. Huge 
pyramids to the Sun and Moon. Human 
sacrifice. 
700-1000. Collapse of militaristic Toltec 
empire gave rise to numerous states 
permanently at war with one another. 
1276. The Meshicas (mistakenly but po::­
pularly called the Aztecs) arrive in the 
valley of Mexico. In 1325 they moved to 
a small island in Lake Texcoco that 
became Tenochtitlan, later Mexico City. 
Moctezuma I (1440-1469) created an 
empire and a sophisticated state at its 
heart. Aztecs believed they were a 
people chosen by the sun god Huitzilo­
pochtli . But the only nourishment ac­
ceptable was blood, and so the Aztecs 
were driven to supply victims, which did 
not endear them to other tribes. 
1519. Hernan Cortes landed at Vera 
Cruz-in one of the years Aztecs expect­
ed the return of Quetzalcoatl and so 
Moctezuma II initially welcomed him. 
Cortes made allies of the Aztecs' en­
emies. Undermined by their own beliefs, 
deserted by their gods, the Aztecs were 
defeated on August 13, 1521 . · 
16th century:. The spiritual conquest of 
New Spain. Mass conversion of Indians-

. to Christianity, destruction of their sa­
cred texts and temples; a church was, for 
example, built at the top of the gigantic · 
pyramid at Cholula. Smallpox reduced 
Indians from 16m-24m to about lm early 
in the 1600s. · 
1650-1750. Colonial economy. Depen~ 
dence on Spain. 

1740-1810. Mexico's expansion into Tex­
as and California doubled New Spain to 
Hm square miles. Population tripled~ 
to 6m. Silver and economic boom. But 
5m Indians and mestizos and lm·whites 
had nothing: 20,000 Spaniards and . 
10,000 criollos had everything. 
1810. Hidalgo's caH for independence. 
1821. Iturbide head of first independent 
government , but 11 years of war and 
economic disaster followed. He crowned 
himself emperor. 
1824. A new constitution. Elections, 
free press , federal government, division 
of powers. lturbidc executed. 
1846-1848. War with the United States. 
Mexico lost Texas, New Mexico and 
California-half its territory-for $15m 
compensation. · 
1821-1850. 50 govemments. In 1848 op­
pressed Mayan Indians revolt. 
1850. The intellectuals take to politics. 
Conservatives wanted to live in the shad­
ow of the monarchies of the old world. 
Liberals denied all traditions , Spanish , 
Indian and Catholic, and wanted: settle­
ment of virgin land by foreigners; small 
property owners; subordination of 
church to state ; science; and the tutelage 
of the United States. Conservatives won 
initially, but Liberals got power in 1855. 
1857 . .A new constitution. Church pow­
ers curbed. Benito Juarez nationalised 
church land. 
1858-1860. War bet~een the Conserva­
tives and Liberals; Conservatives got 
help from Napoleon III and offered the 
throne of Mexico to the· Austrian prince , 
Ferdinand Maximilian. 
1864-1867: Emperor Maximilian turned 
out to be a sort of reformist liberal. The 
United States emerged from its civil war 
and the French had to leave. Deserted 
by the French, Maximilian was shot . 
1867-1876. The restored republic failed 
to restore order to go with its superbly 
liberal law. · 
1877-1910. The Porfiriato. Porfirio Diaz 
believed in " little politics , much admin­
istration". Built railways, ports, invited 
foreign capital in. But society petrified, 

,..~ 
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corruption. inefficiency and sloth to be 
found in their svstem. but when such 
criticism is made fn front of a foreigner, it 
is the visitor's role to reassure his hosts 
and say ··now. now , things really can't be 
as bad as all that". The Mexicans' fero­
cious pride in their country is tempered 
by as ferocious a cynicism about its ability 
to progress. One young technocrat, a~ 
enthusiastic proponent of plans to build 
new cities to cope with the growth in 
population , relapsed into contemplative 
gloom in this correspondent's company 
when he considered the chances of. any ... 
thing actually happening. · . r , .·. 'i 

Whereas the United States of America 
... . · •• i 

· Grr~£~A '- ~ ~ ~ \i \\"tt~~· ll ~ !ll)• ... ·uH~ .~ : tt~:··Ht't.!\ r i <. .. 1'tt:E 'SF.t ~·:-tcb '~. ~ 
r~'"·, l!i-' l~~ 

He was president seven times 

the poor got too small a slice of the cake 
and Diaz became more oppressive .. 
1910-1920. Revolution and civil war. 
1917. A new constitution. Land to be 
redistributed. 
1920-1928. Reconstruction, education, · 
murals on public buildings. . 
1929. The predecessor of the Partido 
Revolucionario lnstitucional (Pri) was 
founded. 
1934-1940. Lazaro Cardenas, · Mexico's 
most radical president, speeded up land 
reform, nationalised oil, and supported 
the Republican government in Spain. 
1946-1952. President Miguel Aleman be­
lieved that wealth had first to be created 
before it could be distributed. This has 
been the dominant philosophy since 
then. 
1968. 300 students killed in a demonstra­
tion in Mexico City on ·eve of Olympic 
Games. 
1970-1976. President Luis Echeverria 
started in the same mould as previous 
presidents, but in words, and sometimes 
deeds, swerved leftwards. , 
1976, September. Peso, fixed at 12.50 to 

· the dollar since 1954, devalued by 100%. 
1976. In December Jose Lopez Portillo 
became president. ··· 
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is full of the naive optimism that follows 
200 years of almost uninterrupted pro- · 
gress, Mexico has for 2000 ye~us had 
Yiolent ups and downs. The birth and 
virtual suicide of the great Mayan civilisa­
tion; the birth and murder of the Aztec 
civilisation; conquest and colonisation by 
the · Spaniards; the struggle for indepen-

Pri 
i! : ' 

Mexico's political system is designed to 
stave off any discontent that might lead to 
another revolution. Every six years there 
is a new president, new faces , new hopes. 
It has been brilliantly successful at main­
taining stability. But the numbers of the 
discontented will grow. And the political 
institutions-congress, the Parti o evo-
ucionan Institucional (Pri), the ruling 

party whose name means " the party of 
institutionalised revolution", and the 
press-have fossilised. The system's in­
stinct for self-survival is still strong: and 
so, not surprisingly, political reform has 
been put in hand by the president.~ 

rm it is recognised in parts of the Pri 
and elsewhere, is needed so that_(a) the 
government can be stimulated into gov-

' ter b a stron er o osition 

MEXICO 
.... 

. dence from Spain; · an imported liberal 
constitution;· .. an: ·imported Austrian to 
serve as emperor; dictatorship; revolu­
tion. But 'if -- Mexico:s history has been 
turbulent, .Mexico's recent past has been 
exceptionally unturbulent for Latin 
America, thanks to a unique and unmis­
takably Mexican form of democracy. 

.· !, .. 

.....,.L.a.~w.~w.~-u.~~.u.c::e~d~r~es~s and (b). the 
q>position :roups can play in the parlia- . .iJ.:JE~~~U~~Sl~~~~~ 
,m.e.n!!!~me rgther than be tempted] p 
play dangerous guerrWa ga~s. 

Mexico's sixennial pplitics ensures that 
peaceful change of leadership occurs. 
This is one of the defining characteristics 
of .democracy. But th~ dominance of the 
Pri means ·there is a lack of the other: 
continual criticism and attack by those 
who hope to get into power. The~­
party state, which is what Mexico demo­
cratically is, has to try to develop . anti­
bodies. What is unknown is whether the 
patient .w1 
icker, an w et er t e prest en wt m 

practice tolerate the hubbub and discom­
fort of greater criticism. 

In Mexico's guided democracy, opposi­
tion in the past has been castrasted. The 
opposers have been co-opted into party 
and government, or bribed, or cajoled, or 
occasionally locked up-or worse. On 
occasion the government has used force 
to impose its authority and will-as 10 
years ago when 300 students were killed 
so that all discontent could be swept away 
before the Olympic Games started. 

It needs to be emphasised-although it 
tempts fate to do so-that another revo­
lution is unlikely (even though many 
observers of Mexico , looking at the dis­
parity between rich and poor, and be­
tween jobs offered and jobs sought, have 
leapt to the opposite, revolutionary con­
clusion). First. Mexico has had a revolu­
tion that when all is said and done was a Out in the open in Puebla 

as the pppulation mushrooms, it is only 
realistic to expect an increase in. such 
incidents. The authorities are not at all 
confident that outsiders can discriminate 
between strife of this sporadic kind and 
revolution proper and so the newpapers 
do not report all such flare-ups. They did 
however enthusiastically report . the 
army's success in catching two guerrilla 
leaders in the state of Guerrero last 
October. They were two teachers, who 
had taken to the hills iri 1972. They had 
recruited peasants, discontented because 
of the derisory prices the rural bosses in 
the lowlands paid for their coffee. Having 
got rid of the guerrillas, the government · 
built roads and schools, and the Mexican .· 
Coffee Institute bought the coffee direct­
ly from the peasants. Stick and carrot. 
·Rich and poor. Guerrero is one of Mexi­
co's poorest states, and yet it is the state 
where Acapulco, the play· resort, is locat­
ed. The government can put out local 
fires, provided there are not too many. 

T oor being 
arhes at 

t CIT ISCOnten . 
i the et of tile ri . 

Local bosses , the caciques (the n tail" 
word for vtllage chiefs), in return for 
delivering vo es at election time~ are 

·v a 'thaltO 
~~.LLU;u..u.~~~wi[!nwl~in[!e. As in commu­
nist countries, the ruling party is an 
avenue of opportunity for the ambitious. 
The Mexican Communist party has had 
little success in drawing voters away from 
the Pri, for, after all, what can it deliver? 
The new political reforms will probably, 
however, ensure that the Communist par­
ty will try the democratic route and will 
prevent it going underground. In Puebla 
one Saturday afternoon this correspon-
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Reyes _Herol8s, ·political shrew die 

dent saw the Communist party, as effi­
cient as elsewhere·, signing up members at 
a rally. Nothing remarkable in that? Ex­
cept that Puebla is in one of the most 
conservative states in Mexico, and the 
previous governor would not have toler­
ated a Communist meeting iri the zocalo 
(town square). 

The rumblin s of discontent will be 
heard more lou y now t at t e po tttca 
r ave one rou.g_n. ey·ma e · 
loud st from the- ri_ ht. The Partido de 
Accion Nacional (Pan did well in the 
mid-term elections in 1973 (for example 

· in Puebla) and actually took four seats 
away from the Pri. It is a c;:onfused party, 
pro-Catholic, ·pro-business, nationalistic, 
but it got the middle-class protest vote 
while President Echeverria was attacking 
it with words and inflation-especially in 
the industrial cities Mexico City, Guada­
lajara, Monterrey and Puebla. · 

At Pan's conference in 1976, the ultra­
conservative rank-and-file · leader, who 
had 70% of the delegate votes, was 
suspended from the party for two years: 
the oligarchy on the national executive 
party all voted together to do so. Since it 
was in the interests of the Pan oligarchs, 
and of the Pri, to split the party, some 
people think ·there was dirty dealing to do 
just that. 

The Pri is going to find it difficult to 
live with opposition. Its leading lights 
have grown dim. They lack imagination 
and vigour. So, · t of the reforms 
is to infus ew life into the Pn as 
into the opposition. 

The reforms increase the· size of the 
chamber of deputies from 250 seats (ri­
diculously small in relation to the popula- -
.tion) to 400; 100 seats will be allocated on 
C\ proportional · representation . basis to 
parties other than the Pri, although the 
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rest will continue · to be contested ·on the 
principle of first-past-the-post. 

Minority parti.es will therefore have a 
louder voice. But to prevent "instabil­
ity", if any party wins more than 90 
constituency seats, .it will lose its right to 
half the number of seats it has won 
through the proportional representation 
segment of the_ election. So the suprem­
acy of the Pri is guaranteed until another 
party can get a majority of the constituen­
cy seats. Still, the backwoodsmen of the 
Pri are not happy with this challenge, 
controlled though it is. Nor are they 
happy with another provision of the pro­
posed reforms which says the "right of 
information will be guaranteed. by the 
state". Does that mean the equivalent of 
the "Sunshine Act" in the United 
States-that journalists will have th'e · 
right to get information? Er, no: they 
only have the right to receive information. 
Ah. Will the government allow paid-for 
pro-opposition articles to be published in 
the poodle-like national -press alongside 
the articles it has paid for? Will the 
minority parties be allowed access to 
television? That remains to be seen. 

The national newspa ers are -indepen­
dent in ownership- orma y at least­
but are kept in a state of vassalage. 
Newspnn c es rom a government 
monopoly. Government advertising goes 
to the f-avoured. Enough newspapers are 
kept alive to fragment the market and 
prevent any one of them emerging strong 
and authoritative. Journalists are cosset­
ted and Jack initiative. Columnists-and 
cartoonists, who are excellent-are al­
lowed more leeway, on the grounds. that 
opinions can be free when facts are 
scarce. In 1976 when the editor of Excel­
cior, then Mr Julio Scherer, tried to 
assert his editorial independence, the 
government man9euvred him out. He 
then started a weekly magazine, Proceso, 
which immediately got an influential cir· 
culation of about 40,000. It is widely read 
by the country's rulers because they need 
to know the truth. 

The need for criticism by an informed 
. press ana by a more powerful opposition 

has Jon f Mr 
esus Re es Hero s. As minister of the 

interior, e is a sort of prime minister, 
and this post has often been a stepping 
stone to the presidency. But it cannot be 
in his case as his parents were not born in 
Mexico. · Freed therefore from the over· 
weening ambition that usually turns min­
isters of the interior into censors, Mr 
Reyes Heroles has been able to begin to 
put into practice his more liberal ideas on 
the functioning of a democracy. With his 
behind-the-scenes encouragement, a new 
newspaper trying to be a quality one, 
Uno Mas Uno, has been started. But old 
habits die hard. When the minister of . 

.....• €.' 
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planning, Mr Car:.Jos Tello, was sacked by 
the president, he sent his tough letter of 
resignation to all newpapers. The presi­
dent's press office then told newspapers 
to play it down. Some ignored it; some 
hid it on their inside pages. Uno Mas Uno 
put it on the front page. 

Just as Mr Reves He roles is freed from 
some of the usu;J practices of ministers of 
the. interior, the president is freed from · 
some of the usual loyalties to the party. i 

Man Pri professionals are u in arms at : 
the mil orm ut the : 
president has no reason to feel protective : 
towaros the Pri since he rose .as ·~m i 
administrator and not as a party hack. l 
The Pri stalwarts wanted Mr Moya Palen .. i 
cia (the minister of the interior und~r : 
President Echeverria) to be the party's I 
presidential candidate and were taken ' -
aback when Mr Echeverria anointed his· · 
friend Mr Lopez Portillo. . , ', 

The Pri has much to fear from a more .-
o en democr . The party as nearly 50 
years old, and power has corrupted. 
Scandals are emer in about vote-nggmg 
frau s in places where support has been 
on the wane, such as in Nayarit. But the· 
party has far more to fear from the 
continu ss o o u ar su rt t at 
can be forecast with certaint if the . part 
does not re · uYen · tself under the pres-· 
sure of opposition·. 

It is the resident t as most to feat 
fro g cnticis . The institution of 
the presidency has mystique and power. 
If criticism becomes more vocal, if the 

-president is held up by a ·congress trying 
out new muscles, if the press becomes 
more ·insolent-will the president lose. 
some of his macho in the eyes of his 
people? It is a risk he should run.-

r. 
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. $omething of a 
r_oyal progress · 
Every Saturday Mr Lopez Ponillo leaves 
Mexico City to attend a regional meeting 
of the "alliance for production". Late in 

1': November it was the turn of the state of 
Guanajuato to report progress. On board 
the presidential jet were the ministers of 
agriculture, human settlements (environ­
ment) and labour, top officials from these 
and other ministries and from state enter­
prises. It may be bothersome for senior 
technocrats and bureaucrats to turn up at 
the airport at seven on a Saturday morn­
ing when they could be relaxing, or even 
working; but there is something refresh­
ing about hauling an aircraft-load of the 
Mexico City rulers out to the sticks to 
meet-admittedly, carefully selected­
members of the ruled every week. 

These visits have something of a royal 
progress about them. But then in Mexico, 
as in the United States, the president is in 
many respects an elected monarch (and 
in Mexico his maximum reign 'is one six­
year term). However, the fuss and brotl­
haha surrounding this visit .was of a very 
muted kind: no bunting, no huge crowds 
corralled by the police. President Lopez 

·Portillo is not one for pomp and circum­
stance. He perched on a coffee table to 
talk to some of the people on the aircraft, 
and to their consternation stayed perched 
there during the landing. 

The city of Guanajuato is a jewel. Built 
in the colonial era, it has a doll's house 
theatre, magnificent churches, many 
squares and an extraordinary subterra­
nean motorway converted out of the old 
sewers. It also has a bizarre museum of 
mummified corpses. The Cervantes ·arts 
festival (to be expanded into an interna-· 
tional arts festival under the patronage of 
madame president) is held in the city. But 
the state of Guanajuato has grave prob­
lems, typical of other states in Mexico: 
too many people, who flock into the city, 
not enough land. 

That . combination results in low pro­
ductivity and high frustration. The "alli­
ance for production" is an artifice invent­
ed by the president to concentrate minds 
on increasing production and to divert 
hearts from the frustration. Businessmen, 
workers, farmers, campesinos and gov-

·-·-ernment are expected to make commit­
ments to raise production. And certainly 
greater production of food, oil, goods, 
houses, and roads is very welcome in a 
country short of most material things. 
Production is a matter which, like moth­
erhood· anywhere except in Mexico, it is 
hard to be against. But P.e sa and 

~ o i e atel not roduce. 
Their failure is the result of a mass of 
complicated factors. The president's sim-

. · MEXICO 

pie message-produce-has the virtue of 
simplicity, the vice of oversimplification. 

In his first annual state of the union 
message, last September, he said "we 
want to resolve the contradictions be­
tween an already ~utworn development 
scheme and the model to which the 
Mexican revolution aspires". That word 
"contradictions" is the tell-tale phrase of 
the technocrat who has found himself a 
nice pragmatic criterion-production.By 
so doing he frees himself from the bur­
dens of a free-enterprise ideology, a left­
wing ideology or the mythology of the 
Mexican revolution .. 

Since Mexican politicians have tended 
to feather their own nests behind a facade 
of words, slogans and promises dating 
back to the revolution, a president who is 
a little less rhetorical and a little more 
down-to-earth than many of his predeces­
sors is welcome. But Mexican politicians 
have sometimes had to give out words 
because they were not able to deliver 
goods. Only if President Lopez Portillo 
succeeds in delivering the goods will his 
people forgive him for reducing the ra-
tion of soothing words. . 

At Guanajuato, his own speech made 
no concessions to the desire of the peas­
ants to get their own plot of land. Since 
land hunger was the spur to the Mexican 
revolution, politicians have since paid lip 
service to the : promise implicit in the 
Zapata-inspired 1917 constitution to re­
distribute _land to the peasants. These 
politicians have known full well that fur-

. ther redistribution of Mexico's small pro­
portion of fertile land would lower its 
productivity, but have gone on repeating 
the promises all the same. President Lo­
pez Portillo is more honest: "it's time", 
he said at Guanajuato, "to think not so 
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much of dividing the land up further, but 
of multiplying its yield". 

Again, at another "alJiance for produc­
tion" gathering a few weeks earlier in 
Yucatan, he had" another uncomfortable 
message for the campesinos: "you have to 
separate · what is credit from what is 
subsidy". Yucatan was a boom state in 
the late nineteenth century, thanks to 
henequen fibre, (or sisal as it is better 
known, being so called after the port 
there from which it was shipped). The 
henequen millionaires from Yucatan;pid · 
not diversify into other crops, neither-did 
they invest in industry. After the re;vQlu­
tion, the ejidos (state-owned smallJlQld­
ings) took over the haciendas. They. W;ere 
hit by the depression in the 1930s and~the 
rise of synthetic fibres in the 1960s. The 
descendants of the large haciendas live 
off their dwindling investments .while 
small henequen farmers have gradually 
gone into bondage to the banks. They sell 
their crop in advance to the state agricul­
tural bank, and are doled out small 
amounts of money in "loans" every 
week. They have come to depend on this 
handout. There is little other work in· 
Yucatan except in the still small tourist 
industry catering for those who come to 
see the Mayan sites. So bank credit is 
being used as underemployment benefit. 
This may be a "noble intention for the 
Yucatan peasant} ·, said the president, 
"but confusion, insufficiency, inefficiency 
and corruption is the result". 

These are harsh words. And they were 
delivered on the anniversary of the revo­
lution, a day usually given over to pious 
revolutionary platitudes. But what can 
the president do about the basic problem 
of the henequen peasants-and that of · 
this country as a whole-unemployment? 

Politiqs and planning . 
Since power naturally rises to the top in 
Mexico, the president can exert the great­
est influence on the course of the econo­
my. Will business invest? Will the state 
do so instead? Will agriculture get rather 
more and industry rather less? It nearly 
all depends on the president. 

Mr Lopez Portillo came into office 
intending to share· power over the econo­
my. In his inaugural address he unveiled 
not only political reform but also an 
.administrative reform to bring logic into 

w an unwieldy state sector, in which spend­
ing has grown from ... 120 billion pesos in 

.1970 to 635 billion pesos ($28 biJlion) 
budgeted for 1978. 

He decided that super-m1mstries 
should be set . up. In the new line-up, the 
finance ministry lost control over govern­
ment expenditure and. was simply left 
~esponsible for raising revenu twas, in 

other words, demoted. Promoted to the 
top of the administrative tree was the 
minister of planning and the budget, 
which was made responsible for planning 
the economy (in the medium term as well 
as the short) and deciding the size and 
direction of government expenditure (in 
which, of course, short-term consider­
ations had to be blended with medium­
term ones): That was not the end of the 
matter, for the ministry of national assets 
and industrial development has been giv­
en the nuts-and-bolts function of looking · 
after natural resources (including the es­
sential resource for Mexico's future, oil), 
of planning industrial development and 
of exercising financial control over the 
state corporations in these areas. The 
ministry of commerce has peen made 
responsible-probably sensibly-for do­
mestic and foreign trade, tariffs, licences 

l ,. 
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_. export credits, while the supervision 
.11 water resources-again logically-has 
fl(cn handed over to· the ministry of 
•Jiiculture. A separate ministry of fisher- · 

, .... has also been created, so as to per­
w~ the Mexicans, not before time,. to 
<•rlolt another natural r~so~rce, the fr_sh 
that swim close to Mex1co s _6,200-mJie 
:o:~\tline. The new bureaucratiC carve-up 
~s plenty of logic behind it-and it still 
k~vc:s the president with the decisive say. 

u looked as though the key ministry in 
thi• new shuffle of responsibilities was the 
MW' ministry of planning and the budget. 
The job of this ministry, it was .decreed, 
.a' to draw up medium-term national 
nJ regional plans but also to determine 
t\'crnment expenditure for the year 

Jhead in the light both of the longer-term 
pl.ans and of its evaluation of the short­
lcrm prospects for the economy. The idea 
wus to substitute macroeconomic plan­
nu;g for the accounting methodology of 
the ministry of finance, which used to tot 
up spending requests, give the green light 
to those for which foreign finance was 
ta\'3ilable (from the World Bank, or, 
more importantly, from commercial 
b.tnks). and then make a judgment about · 
how much of the rest could be financed 
domestically. Macroeconomic policy- . 
making from the top down would, it was 
hoped, replace financial management 
from the bottom up. 

The result was conflict, perhaps un­
avoidahle and even designed to be so. A 
~nle royal developed late in 1977 over 
tht budget for 1978. The finance ministry 
\iltd since interest on debt would take 278 
btUion pesos, no more than 620 billion 

,...·· , 

. . . .. . ~ 
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pesos of other expenditure · ~ould be fi­
nanced for 1978: Rubbish, said the minis- . 
try of planning, arguing that its foret:asts 
of stagnanc pri~ate investment showed 
that . the economy needed 700 billion 
pesos of government expenditure, arid 
adding, rather truculently, that it was 
none of the ministry of finance's business 
to decide . hvw much - the · government 
should spend, but only 'to finance that 
spending. . · · 

After months of argument in the eco­
nomic cabinet (the economic .cabinet, and 
debate, are both innovations), the ·presi-

. dent showed conclusively that- he re­
mained in the driving seat. Only a few . 
weeks before the budget, he accepted the 
resignation (which had been tendered 
before) of the minister for planning, Mr 
Carlos Tello, and for political balance, 
asked for the resignation of the conserva­
tive minister of finance, Mr Julio Mocte­
zuma. As the president told your 
correspondent: 

I appointed these two old friends of mine 
knowing they had different ideologies, and 
knowing that Tello was an expansionist and 

. Moctezuma was more concerned with stabil­
ity. But instead of giving me oJ'tions , they 
clashed; from the same figures, they reached 
different conclusions; I got conflicts,_ not 
options. 

But the split of functions could only have 
exacerbated a split-in approach. A small 
clue to the shift of power back to the 
finance ministry came on December 15th, 

. when the spending budget was· unveiled, 
not by the new minister of planning and 
budget, Mr Garcia Sainz, . but by-the new 
minister of finance, Mr David Ibarra. 

. '. -· ·, ... -... :. ; 
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Ibarra: the finance ministry's tops 

To be fair to the president, the row 
· between Mr Tello and Mr Moctezuma 

was not only, or even inainly, a clash of 
personalities and a clash of institutions. It 
expressed a genuine difference of opinion 
on .. the future course of the Mexican 
economy' which can only be under­
stood-as the president in speaking of 
"options" is well aware-in the light of 
the stable, if inequitable, development of 
the Mexican economy up to 1970, and 
then of the unstable ; if in attempt more 
equitable, policies pursued by President 
Echeverria between' 1970 and 1976 
which, of course, finally resulted in the 
devaluation of the Mexican peso. Mexi­
co's problems today cannot be under­
stood unless one delves into that past 
history. 

Zigzag 
The conduct of the Mexican economy is a 
zigzag path going from slightly left to 
rather right. The farthest left it got was 
between 1934 and 1940, when President 
Lazaro Cardenas, a genuine man-of-the­
people president, carried out a series of 
radical measures. Like his contemporary, 
Roosevelt, he believed in active govern­
ment. He gave more cultivatable land to 
the peasants than any president before or 
since. When the American oil companies 
refused to give their workers a pay rise, 
he nationalised them. He created rural 
banks and the industrial development 
bank, Nacional Financiera. He was pater­
nalistic, but he was a great believer in 
self-help schemes, co-operatives,- and the 
ability of the poor to pull themselves up 
given a bit of help. He is the well-chosen 
saint of today's intellectuals. . 

The second world war brought a surge 
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They take it in turns 

Mean annual growth rates of investment 

Lettish 

: · 
. . . -t~~ 

1953.:58" I .: J . 

1959-64~ : 
1965-70' •. 
1971-76 

presidents 

Lopez Mateos 

Echeverria 

Public 
investment 

· % 

6.6 
12.1 

. 7.7 
15.0 

Private 
investmMt . . 

· · - Rightish 
· presidents · . 

( ,~ . . " ' ·· .. ~~.:~)Fi~ . : 
· :, · Ruiz Cortinas 10.1 

. 5.3 
15.'4 - -; _:~. ·.;: Diaz Ordaz 
2.8 

~...;. • . ~.-: ·; ~ . ~. ... · . ....... y ··: : :. J-~~~~ ~--~ :.: ..;~·;: , -~ ::.L..::.:·:~~<_.. ... 
in demf}nd in the United States that spilt en by the top 20%· has been rising and 
over into Mexico and set it on the path vf that of the poorest 20% has been falling 
industrialisation. For most of the period (see table below). 
since , that has been the path ·presidents Unequal development laid the founda­
have been content to tread. One presi- tions. for several industries., helped the 
dent may have gone to the lett to attend diversification of exports (so that about a 
to the campesinos, to promote public third are now manufactured) , provided 
works in the countryside and investment home-produced goods to replace im­
by the state industries; but he was invari- ports, and gave opportunities to Mexican 
ably followed by a president who watered managers and supervisors to develop that 
the flower beds of business on the right rarest skill in developing countries-or­
(as the table above shows). The bends ganisation. It also created a large middle 
were not sharp. During the period from class. 
1958 to 1970, the overall doctrine was Many members of the Mexican middle 
stability: of the peso, of price levels and class are nice enough to feel today rather 
of government spending, so that private ashamed of their privileges. A congress 
domestic and foreign investment would of Mexican economists in April, 1976, did 
produce growth which would, it was a unique thing for a congress of econo­
hoped, produce jobs. mists: they all agreed that the old model 

Between 1958 and 1973, the real gross of development had failed. Earlier gov­
domestic product rose nearly every year ernments. they argued; had fallen into 
by between 6% and 8% . Since this was the trap of encouraging industry by over­
higher than the growth in population, and favouring industrialists. So as not to dis­
the statistic called gdp a head therefore turb the precious confidence of the cap­
rose, few voices were raised in warning tains of industry, tax reforms had been 
abo ut the growth in population. Howev- delayed. To pay for the infrastructure 
er , since the income from producing the industry demanded, the government had 
domestic product was very unevenly dis- been obliged to borrow. To counteract 
tributed , gdp a head was an unrepresen- the inflationary impact of government 
tative indicator of how well most Mexi- deficits, the corrupt trade unions had 
cans were doing out of growth. ~ been manipulated by the government 
1950 the richest 20% of ho be- into accepting wage increases far lower 
""""'~....-..~~~ii:;.I;W~~- as measured by than the increases in workers' productiv-­
average household real income , whereas ity. To keep the relatively small number 
the bottom 20% became only 1 2% a ..- Qi.JJrueAiied workers quiet, food prices 
ear better off. were kept low, so the peasants in the 

ex1co 1s one of the most unequal country came undercapitalised and 
countries in the world in terms of the condemned to subsistence on the poverty 
distribution of national income. The top line. Thus fo 'on failed to ex-
20% of households in 1969 received 64% and Yery much , and to 
of family income: In contrast to the mpoo · a le foodstuff , maize. 
pattern in other countries; the share tak- Imports of the capital goods needed by 

The rich got richer 
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the new industries added to the foreign 
exchange bill: so did the outpayments of 
dividends and royalties. Using the bal­
ance-of-payments argument, industrial­
ists demanded ; -and got. protection from -
foreign goods. As a resolt, the domestic 
market became profitable and at the 
same time inefficient. So too few com:­
panies in Mexico had the incentive and 
the ability to export. The coddling of 
industry distorted the pattern of the econr 
omy and created a bias against agricult 
ture , while capital-intensive industry 
failed to provide jobs for those driven off 
undercapitalised land. The coddling of 
industrialists distorted the distribution of 
income so that demand encouraged th~ . 
supply of luxury goods for which the bul~ _ 
of the people had neither the money nor 
the need, though they may well have 
developed the taste for them in watching. 
the better-off disport themselves. In · 
short, Mexico became the classic dual 
economy with a modern sector small in 
numbers but rich in money and power~ 
and a traditional sector large in numbers 
but poor. and weak. .- : · ·:. 

As a result, there was " a structural 
inability to satisfy the most basic needS of 
the majority of the Mexican population in . 
the postwar period". This is the conclu-· 
sion · reached by an academic, Cynthia · 
Hewitt de Alcantara .. after a detailed 
analysis of income, nutrition, health and 
education statistics. "The problem was 
not lack of resources, but sumptuous 
spending by the wealthy" , she continues~ . 
On her reckoning it is not the growth in · 
population-so far that is-but the distri­
bution of its output that has been at fault. 
Agricultural production grew rapidly 
enough during the postwar years for the · 
availability of calories per head to rise 
from 2,000 to 2,600. But, even so, more 
people were undernourished in 1970 than 
in 1940: 30-40% of the population could 
not afford an adequate diet. 

This analysis , or milder or tougher 
versions of it , is on the way to becoming 
the conventional wisdom in explaining 
what went wrong with the Mexican mir­
acle . But it should be borne in mind that 
industrialisation through stability was the 
conventional wisdom among most ex-
perts on development while it was being 

Distribution of family income 

Income group 

experimented with in Mexico. If it proved 
to be a convenient cloak for domestic 
industrialists and their short-sighted sins, _ 

%-of family income the blame falls on other shoulders as well . . 
19

5
58 1963

2 Ma.ny Mexican intellectuals, heirs to Lowest 20% · · 
30% below the median 
30% above the median 
15% below the top 
Top 5% · 

.0 4. 
11.7 . . 1-1.5 11.0 those that advised Emiliano Zapata to 

_..-~20~.4L_--....... ~~~-,::;?."-:;r·~ press for land reform, feel the political 
~~·g b~eir of the revolution, the Pri, has be­

---- trayed the people in the sense that while 
~ the party has retained the rhetoric of the 

Top 20o/o • , . . · 64.0 revolution, it has in fact done the bidding · 
~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~ ~b~~~~u.ButffM~~otmmo~~ 

. 100.0 

59.8 

100.0 

62.9 

Source: ILO World employment programme worl<ing peper by Woutw ~., GinnelctJn be more susceptibl~ to pressure from 

' j • 
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business than. to the pressure of con­
science, then it is not really. very different 
'from other countries in Latin America 
and from other democracies elsewhere. 
Where Mexico differs is that a president 
who moves to the left does have the 
protection of the constitution-and ·the 
charisma of .his office. 

lrrlprudent 
populism 
Enter in 1970 President Luis Echeverria, 
a man whose political instinct far outran 
his political abilities, whose economic 
ambitions outran his economics, and 
whose populism outran his popularity. 
Exit in 1976, three months after having 
devalued the peso following 22 years of 
financial stability , and thereby giving rise 
to fears for the stability of the whole 
Mexican system. 

President Echeverria had been the pre­
vious president's minister of the interior 
and had the reputation of being another 
fiscal conservative. But he was a man of 
no fixed convictions. He came rapidly to 
the conclusion that the campesinos, one 
of the three legs of the Pri , had been 
neglected for longer than was politic; but 
he then proceeded to kick the other two 
legs, the workers and the middle classes, 
and any other shins in sight. -

Even the tough businessmen of Mon­
terrey shudder at what he nearly did. The 
Monterrey industrialists are the descen­
dants of the motley crew of Basques, 
Sephardic Jews and the poor who came to 
New Spain a century after the conquest 
and settled for , and on, barren scrubland. 
Guts , determination and hard work have 
left them fervent believers in the virtues 
of guts, determination and hard work. 
They are self-reliant, nationalistic and, as 
they admit , often appear self-righteous 
and unsympathetic. But they do not care 

More spending, less growth, . 
more inflation 
.---------------------------25 

MEXICO 

Faith lost in J)eso 
~------------------------~35 

Dollar deposits 
of private banks 

" 

about being loved: they have created the 
second most important industrial centre 
outside Mexico City, up in the north. It is 
a pole of financiii1 power, though nowa­
days about 70% of their new investment 
is outside their home state of Nuevo 
Leon. The members of the Monterrey 
group are not the puppets of American 
business: they have copied· American 
business methods, and have th.eir own 
MIT (Monterrey Institute of Technol­
ogy), and they own their companies. 
They are Mexico's most successful prac­
tising conservatives. One of their leading 
lights, a man of understanding, who 
coined a neat epigram on the spot-"to 
distribute what is not there is demagogiC; 
not to distribute what is there is injus­
tice"-said: 

Echeverria did us the favour of showing us 
how weak we all were. He acted in good 
faith , but was egotistical, impractical, and, 
above all, a bad administrator. So he failed 
even to do the "good" he wanted to do. He 
nearly wrecked the country. Had he been a 
good administrator, Mexico would now be 
socialist . It isn't. He managed to turn the 
town against country, worker against em­
ployer-but opened everyone's eyes to the 
dangers of populism; 

What President Echeverria did was to 
launch a verbal onslaught on business, 
and to use the supposed failings of busi­
ness as an excuse for a massive increase in 
public expenditure. Much of the money 
was well spent: airports , railways, and 
70,000 miles of paved_ and dirt roads were 
built; spending on education went up six 
times, public investment in industry five 
times and in agriculture four times ... There 
was a small improvement in the country's 
infrastructure. 

Mexico's real gdp rose a mere 3.4% in 
1971, but by 7.3% ~nd- 7.6% in 1972 and 

_...._ 
Echeverria contemplates his past 

1973, boom years in most of the capitalist 
world. But long after the ball was over, 
the band of government expenditure 
played on. Mexico was one of those · 
countries-Britain, Italy and Sweden 
were among the others-which refused to 
fac~ up smartly to the severe world reces­
sion that set in after the boom. Using .the 
argument-probably justified, but the 
figures are too unreliable to know for 
sure-that private-sector investment had 
slowed down , government investment 
was pushed up. But this object of govern- · 
ment policy was not reinforced by any 
other measures. e Taxes did not go up to keep pace with 
expenditure. So income generated in cre­
ating services was available to buy goods 
whose supply had not increased. The 
result was a growth in the money supply, 
domestic inflation and higher .imports 
(these last made worse by world inflation 
and the oil price rise). 
e The peso was kept rigidly fixed to the 
dollar , because this was an article of faith 
held as strongly by the president as by the 
men of Monterrey. As the rate of infla­
tion got increasingly out of line with that . 
of Mexico's main trading partner, the 
United States, Mexican exports became 
increasingly uncompetitive. American 
imports seemed cheap. The balance of 
trade worsened. 
e No attempt was made to impose 
foreign exchange controls. Another of 
Mexico's articles of faith is that there 
should be complete freedom by Mexic~ns 
and non-residents to convert pesos into 
dollars. This is perhaps inevitable in view 
of the virtuaiJy open border with the 
United States. But such' exchange free­
dom imposes a huge constraint on a 
Mexican government. It has to find fa-

• 
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- Borrowing into a hole listen to tis-they pay attention". 

$m 
· ·Balance of payments 1972 1973 1974 1975 1976 1977 

Current-account deficit -761 -1175 -2558 -3769 -3044 -1780 

The·governor of the Bank of Mexico, 
Mr Romero Kolbeck, soothed the bank,. 
ers to whom the Mexican public sector 
owed $20 billion and the private sector Capital flight* +233 -378 -138 -406 -1939 -1772 -- --

-528 -1553 -2696 -4175 -4983 -3552 . owed $5 billion. Why, your correspon! 
dent asked the Mexican representative of: 
one of Mexico's main creditor banks in 
the United States, di.d the banks carry on· 
lending_ when they saw that devaluatio11 

·--
Financed by 

190 Foreign investment 
State-sector borrowing 417 

· frivate-sector borrowing 186 

1! 793 

Qlange in reserves 265 

~ emn and omissions, short-tenn capital. 

l+ -~' -
~ar ~with the wealthy-or risk the out­
Dow of their savings. President Echever­
ria and his policies put bank deposits into 
the hands of the wealthy and then upset 
them by his populist policies. And as it 
gradually dawned on them that the link 
with the dollar might be cut, capital 

· began 'to flee the country or "fled" inter­
nally by being converted into dollars at 
the bank. Perhaps $4! billion "left" Mexi­
co before devaluation on August 31st. 
e Rather than give way to the inevitable 
devaluation, the go.vernment borrowed 
fantastic sums on the international mar­
kets (as the table above shows) . It substi­
tuted official debt for private assets. The . 
government, in effect, paid for its wealth­
·ier citizens to transfer their money to a 
safe haveri abroad. 
· ]n a desperate attempt to find propa­

gandist ways of showing his concern for 
the poor he had helped make worse off, 

·President Echeverria sanctioned the il­
legal occupation of the land by peasants 
in the state of Sonora in November, 1976, 
thereby frightening the rich even more. 
These peasants were jobless in part be- . 
cause the overvalued peso had obliged 
the productive farmers in Sonora to grow 
wheat, which uses few workers , instead 
of labour-intensive cotton. There was 
even talk of possible coups. 

During the last two years of his presi­
dency, President Echeverria made nu­

. merous trips abroad to build himself up 
·as a Senor Third World; in an attempt to 
win the secretary-generalship of the Unit-· 
ed Nations. It is lucky for the third world 
that he failed: his heart may be in the 
right place, his head is not. If this sounds 
a harsh judgment it is because his net 

· achievement was to clobber the poor with 
inflation and help the rich escape its evils. 

Back to earth 
. Since Mr Lopez Portillo had been Presi­

dent Echeverria's minister of finance 
·after h'is predecessor was removed for 
objecting to the way the president was 
conducting the financial affairs of the 
.country, he might not at .first glance have 

287 362 362 231 197 
1064 2045 3555 4207 3901 
324 326 -423 222 -75 --

1675 2733 4340 4650 4023 --
122 37 165 -333 471 

seemed the obvious choice for pouring oil 
on financial waters. But he instantly 
made a good impression with his down­
to-:earth inauguration speech on De­
cember 1, 1976. And the measures taken 
by the authorities ·since then-in contrast 
to the chaos in the three months follow­
ing the devaluation-have on the whole 
impressed observers· by their pragmatism, 
commonsense and ingenuity. 

Mr Lopez Portillo made peace. He 
went to the United States to soothe · 
American anxieties. Before taking office 
he was in on the talks with the Interna­
tional' Monetary Fund on the terms of the 
post-devaluation credit facilites of 
$960m. He made a deal with the union 
boss, the aged and powerful Mr Fidel 
Velazquez, under which control of a 
workers' housing fund would be ceded to · 
the union, and independent unions that 
Mr Echeverria had mischieviously en­
couraged · would be discouraged; and in 
return, Mr Velazquez agreed to limit 
wage demands to 10% in 1977-a year 
when inflation was 20-25% (there are no 
reliable representative inflation figures). 
He told the peasants not to occupy any 
more land illegally, but proceeded with 
the legal distribution that Mr Echeverria 
had initiated. He religiously attended the 
feasts of the Monterrey industrialists: as 
Mr Alberto Santos, head of the industri­
alists of Nuevo Leon, said: "In compari­
son with the previous president , we feel 
we are in heaven~ His ministers not only . 

Three budgets, three years apart 

was inevitable? · . j; · .-1! · 
It's not my business that the money was used 
to prop up the peso. It's not the business of 
banks to question the goOd faith, the mo, 
tives and objectives of the government. If a 
government wants to borrow for the re­
serves-then so long as the counterpart peso 
funds are being used for long-term invest­
ment, I'm happy. 

Is such an astonishing declaration of non­
interference admirable? Or an abnega­
tion of responsibilities that will later fall 
into the IMF's lap? . Since one of the 
prime objectives of the operations of the 
IMF is to create confidence in financial 
institutions, banks can in a sense ride 
fr'eely on the IMF's back, knowing that 
any economic package will enshrine 
prompt repayment of their debt. They 
will get their dollars back: the sacrifice of 
paying twice as much in pesos for each 
dollar falls on the shoulders ofthe bor­
rowers. Imprudence in lending to coun­
tries rarely rebounds on the lenders. 

The IMF conditions for the loan to 
Mexico were that the public-sector defi­
cits as a percentage of gdp should fall 
from the 8.7% reached in 1976 to 5.7% in 
1977, 3.7% in 1978 and 2.2% in 1979. 
New foreign debt was limited to $3 billion 
in 1977 and in 1978. Targets were laid 
down for money supply. As a condition 
of the loan, there were to be no foreign 
exchange controls and · a reduction in 
trade protection. 

All the conditions laid down for 1977 
were met. The turnaround in the balance 
of trade ~ helped by oil exports and the 
boom in coffee prices, as well as by the 
impact of devaluation on the demand for 
imports, was dramatic. Thus there was no 
need for trade and payments restrictions. 

· 19n % 1975 % 1978 % 
billion change billion change billion of 
pesos 72n5 pesos 75nB pesos total 

Oil industry, electricity 
Health, education, etc 
Admin, other 
Agriculture 

51 .5 
37.8 
24.8 ' 
10.1 
18.2 

+ 175.5 
+125 
+167 
+234 

141 .7 +73 
85.2 + 104 
66.4 -15 
33.7 +58 

245.4 38.4 
174.2 27.4 
56.7 8.9 
53.4 8.4 

Transport, communications 
Commerce 
Fishing 
Tourism 
Total* 
%of gdp 
Govt consumption and 
investment as % of gdp 

5.8 
0.07 
0.5 

148.7 
29 

15 

+94 
+433 
high 

+160 
+169 

35.3 - +50 52.9 
30.9 +27 39.2 

6.2 +66 10.3 
1.3 +92 2.5 

400.7 +58 634.6 
41 42 

21 22 
• Both capital and current expenditures (except debt interest and repayment) of the whole publfc sector 

8.3 
6.2 
1.6 
0.4 

100.0 
,l' 

! ~ 
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Increased production by the nationalised (but of course of a more sensible, better 
oil company, Petroleos Mexicanos (Pe- controlled, better financed form than 
mex), eased the revenue side of the under Mr Echeverria). And this is what 

. government accounts. A squeeze on cur- the row between the planning and finance 
rent spending reduced government ex- ministers was really all about. The De­
penditure . . Companies, which were cember budget signals a victory for the 
pushed close to bankruptcy by the effect anti-expansionists (a relative term, as the 
of the devaluation on their dollar borrow- growth in spending is still large in money 
ing~ and on the cost of imports, had no terms-see table on previous page). But 
money to invest. In 1976 Mexico's real the broader debate on the. paths to devel­
growth rate fell to 2%, the lowest level opment continues. In the light of Mexi­
for decades. In 1977, it was a mere 2.5%. · co's past experience, and its future 

So Mexico ·is faced with a choice be- . growth in population, what is the best 
tween stability now and private-sector- . path to follow? Will oil lubricate that 

· led growth later and state spending now path-or j~st make it more slippery? 

The muscles of our anatomy 
"Oil and gas are the muscles of ·our 
anatomy: we must use them .... This 
wealth makes it possible to create a new 
country that is not only prosperous, but · 
rich-where the 'right to work' will at last 
become a. reality." So says Mr Jorge Diaz 
Serrano, the head of Pemex. He certainly 
has a point. 

Mexico has been an oil producer for 
the whole of this century. After Texas 
began to gush, President Porfirio Diaz 
sought to attract foreign oil money to 
Mexico by abandoning the Jaw customary 
in Spanish legal systems that vested min- · 
era) rights in the state. Henceforth, own­
ers or lessees of the surface land owned 
the oil. The British civil engineer Weet­
man Pearson (the first Lord Cowdray) 
had by 1906 acquired 50-year tax-free 
concessions to nearly 1m acres. Since the 

~· oilfields were on the Gulf coast and away 
from the revolutionary fighting, exports 

continued to grow. By 1921, Mexico was 
producing 530,000 barrels a day (b/d) and 
was the second largest producer after the 
United States, accounting for a quarter of 
world pro~uction. . 

Then came the depression. There was a 
glut of oil, and it became more profitable 
for the American oil companies to oper­
ate in Venezuela and for the Europeans 
to get their oil from the Middle East. The 
Mexican constitution of 1917 had re­
stored mineral rights to the state, which 
began to tax the oil companies. Venezu­
ela in the 1930s was like Mexico under 
Diazpotism~rule by a dictator willing to 
sell his country (and his oil) for personal 
gain. Mexican production slumped; 
workers were sacked. 

Forty years ago this year, Mexico again 
astonished the world with its radical be­
haviour by nationalising the foreign oil 
companies. The two large ones, andard 
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Oil and Shell (which had bought Lord · 
Cowdray's Mexican Eagle companies in 
1919), in a united stand with the others, 
refused to implement a supreme court 
judgment in favour of the oil workers' 
union in a wages dispute. Making use of a 
clause in the consti'tution giving the state 
the right to confiscate private property in 
the national interest , President Cardenas 
in 1938 became the first politician in the 
world to nationalise the a·ssets of foreign 
oil companies.- Britain broke off diplo­
matic relations for three ·years and the oil 
companies imposed a boycott on Mexico, 
neither buying its oil nor selling supplies 
and technology. 

This turned out to be doubly fortunate 
for Mexico: its oil Jay undiscovered and 
unused in the decades that prices were 
low; and it is now the only developing 
country which has both oil and technical 
expertise in depth. But the boycott left 
scars. Mexicans are ferociously national-

. istic about their oil and are wary of 
foreign oil companies. It is quite out of 
the question for gringos to be allowed to 
work in Mexico in the way they do in the 
North Sea. Mexico is determined to ex­
ploit its considerable reserves by itself. 

Three weeks after taking office, Presi­
dent Lopez Portillo announced that prov­
en reserves (known oil recoverable com­
mercially at curient prices) were not 6.3 
billion barrels (of oil and natural gas 
equivalent)-but 11.2 billion barrels. 

· Whence did this miraculously convenient 
oil for pouring on troubled economic 
water suddenly come? From seismo­
graphic· data. Mexico had in the past used 
rather conservative methods for estimat­
ing oil reserves, and had not adopted the . 
methods pioneered to solicit money fr0111 
bankers to develop the ·Alaskan fields. 
This-or so the official story goes-Mr 
Lopez Portillo discovered from a working 
party he had initiated even before he 

. became president. (It remains a mystery . 
why President Echeverria did not make­
or make use of-the same discovery.) Mr 
Lopez PortiJJo , and his appointee at Pe­
mex, Mr Jorge Diaz Serrano, are far from 
conservative about the size of the re­
serves. By the end of 1977, the figure had 
risen to 16 billion barrels; "probable" 
reserves were notched up at 29.2 billion 
barrels; and "possible" reserves were put 
at 120 billion barrels, based on guessti­
mating from geological data. For com­
parison, Saudi Arabia's proven reserves 
are 150 biJJion barrels. The jump in · 
possible reserves is from the discovery of 
three new oil regions, and as exploratiOB · 
and drilling in them continues, the prov­
en reserves rise. · 
e First come the fields around Reforlna 
and Samaria in the states of Chiapas and 
Tabasco. These are the most developed 
of the new fields. Oil was discovered in 
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Petrochemical plants only: 
• in operation 
0 under construction 
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May, 1972," but of . the 60 oil-bearing 
structures identified ~ only four are pro­
ducing-at the rate of 800,000 b/d be­
tween them. They are of good Middle 
East quality with a high yield of oil per 
well and an exceptionally large volume of 

· associated natural gas. 
e Next come the offshore fields in the 
gulf of Campeche. The "golden lane" 
which stretches from the traditional oil 
fields in northern Veracruz down to Re­
forma seems to extend into the Gulf of 
Mexico and might even go around the 
peninsula. About 120 oil-bearing struc­
tures have been found-and the wells 
sunk have produced ·at a high average of 
5,000 b/d each. Exploration and develop­
ment is far cheaper than in the North Sea: 
the sea over the Chac field 50 miles north 
of Cuidad del Carmen is a third as deep; 
and the techniques for drilling have been. 
used for many years offshore from Lou­
isiana. Some foreign companies have 
been hired as subcontractors to operate 
the exploration rigs, but when the crew is 
foreign, there is a duplicate Mexican crew 
on board-to learn the ropes (according 
to Pemex), or because the powerful oil 
union insists (according to those sceptical 
about Pemex's productivity). Everyone 
fiercely says that the foreign companies 
have no equity in the oil. Offshore pro­
duction should begin next year and is 
forecast to reach 280,000 b/d in 1982. e The third field is in the "gulf" (Meso­
zoic basin) of Sabinas. This is an area of 
some 15,000 square miles on land in the 
state of Coahuila, next to Texas. Huge 
quantities of dry gas have been found . 

There are other promising regions, 
such as the Bay of Vizcaino in Baja 
California. About 10% of the areas which 

might contain oil have been explored. 
Mexico's oil-and gas (40% of those 16 

billion proven barrels at the end of 
1977)-really is there. In so far as re.,. 
serves can be proven before the wells 
have been drilled, the American firm of 
oil actuaries, DeGolyer and Mac­
Naughton, has verified them. With this 
lev~l of proven reserves, Mexico joins the 
second rank of big league oil possessors, 
on a par with Venezuela and the British 
sector of the North Sea. · 

Out from under· 
As soon as President Lopez Portillo took 
office, he authorised a massive expansion 
plan for Pemex. This has been revised 
upwards twice and planned investment by 
Pemex in 1977-82 now stands at about 
$17 billion, about three times its invest­
ment in the previous six years. Add in the 
associated investment in secondary petro­
chemicals by the private sector of $2 
billion, and the figure for Mexico's in­
vestment in oil and oil-related industry 
tots up to about $20 billion. This will 
absorb about a quarter of Mexico's gross 
investment over the period. In 1978, 
Pemex's capital expenditure will account 
for over half the pu.blic sector's invest­
ment of $8.2 billion, and its total expendi­
ture will be nearly 30% of the whole 
pl}blic-sector budget.-

The main objectives of Pemex's $17 
billion programme are to: e Step up exploration: 1,300 new wells 
are to be drilled , 10 times as many as in 
the previous six years. Cost: $1.02 billion. 
e Increase the production of crude oil 
and condensates from lm b/d in 1977 to 
2.2-2.5m b/d by 1980. Exports of crude 
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are to go up from 200~000 b/d in 1977 to 
1.1mb/din 1980, and of refined products 
from virtually nothing to 300,000 b/d. 
Most of the increase in production is to 
come from Reforma and offshore. Cost: 
$7.13 billion. . ; .• ,. ~ 

e Double the capacity of Pemex's refin­
eries to 1.7mb/d. Cost: $2.33 billion. e Increase the production of gas from 

· 2.2 billion cubic feet a day to 4 billion 
cubic feet a day. This is the inevitable 
result of Reforma's expansion since the 
gas comes out with the oil. e Build plants (the biggest at Cactus, in 
Chiapas) to extract chemicals from the 
associated gas leaving it "sweet" (ie, 
methane, used for making ammonia and 
as a fuel). These plants will be able to 
handle most of the natural gas so that 
much less has to be flared. e Export gas to the United States. But 
the American administration jibbed at 
the price of $2.60 a thousand cubic feet 
agreed between Pemex and American 
utilities. The deal to export 2 billion cubic 
feet a day, which would have brought in 
$2 billion a year, is off until the United 
States energy policy is settled. Mexico is 
going ahead with the domestic part of the 
gas pipeline, from Cactus up to Monter­
rey linking up with the northern gas 
fields. Cost of pipeline $650m; cost of 
compressors that could treble its capacity 
to 2.2 billion cubic fe~t a day, $1 billion. 
Cost of other pipelines, tankers and 
transport: $2.;29 billion. 
e Triple petrochemical capacity to 
18.6m tonnes by 1982. Some 500m cubic 
feet a day of natural gas will be used to 
make 10,000 tonnes a day of fertiliser. 
Ethylene production will go up -5i times 
to 1.3m tonnes a year. Cost, including 
gas-sweetening plants: $2.43 billion. 

This ambitious plan has an internal 
logic. The object in the short run is to 
export the crude to generate the cash to 
invest in higher added-value petroleum 
products and chemicals. Not a whiff of 
gas or drop of oil is to be wasted. With 
cheap basic petrochemicals abundant, the 
private sector will develop a chemical 
industry based on them. With fertilisers 
cheap and abundant, the overworked 
land can be regenerated. If all goes 
according to plan, then, pricing the target 
export quantities at 1977 prices, Pemex 
will in 1982 be earning $5.5 billion from 
crude and refined products and will have 

. converted a net import bill of some 
$150m for chemicals into an export bonus 
of $350m. Add in gas, and Pemex's 
exports could be $8 billion-or nearly 
50% higher than Mexico's total imports 
of goods in 1977. But there are some ifs 
and buts: corruption and inefficiency at 
Pemex; the possibility of an oil glut; and 
doubts about how the oil wealth can be 
converted into jobs for the unemployed. 
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The survival of _·. 
the fattest 
The theory of the survival of the fattest 
goes back a long way in Mexican history. 
A passage from The Conquest of New 
Spain by that honest soldier Bernal Diaz, 
on the division · of the Aztec treasure, 
could , with suitable substitution of the 
words "state", "politicians" and "busi­
nessmen", be the cynics' scenario for how 
the oil treasure will be divided up. 

First of all the royal fifth was taken. Then 
Cortes said that another fifth must be taken 
for him. After that he said he had been put 
to various expenses in Cuba and that what 
he had spent on the fleet should be deducted 
from the pile . .. then there were the shares 
of the 70 settlers who had remained at Villa 
Rica , and the cost of the horse that died , 
and of Juan Sedefio's mare ... then there 
were double shares for the Mercedarian 
friar and the priest and the captain and those 
who had bought horses, and the same for 
the musketeers and crossbowmen, and other 
trickeries, so that in the end very little was 
left, so little indeed that many of us soldiers 
did not want to touch it. [Some soldiers 
made a fuss so] Cortes secretly gave a bit to 
one and another as a kind of favour and by 
means of smooth speeches made them ac­
cept the situation . . 

Mexico is still very hierarchical, and 
those with power can count on, or buy, 
the deference of those below them. Mon­
ey, and jobs, are ,scarce; and so cornip­
tion is-according-to everyone one talks 
to off-the-record-very widespread. 

The pessimists say: "Easy oil money is 
going to make corruption worse: con­
tracts will be awarded to the wrong 
people for the wrong reasons, waste will 
result, and money will vanish down the 
drain or into someone's pocket." The 
optimists say: "Gradually, as the sons of 
the corrupt generation .return from col­
lege abroad to jobs in the administration 
where they don't have to be on the take 
(in part because of daddy's ill-gqtten · 
gains), more honest standards will pre­
vail; .· in any case the practice of open 
tendering is spreading; and many deci­
sions are ultimately taken by engineers 
who are too unworldly to take bribes." 
Corruption leads to an extremely ineffi­
cient use of economic resources, but the 
hoped for conclusion is that there is going 
to be enough oil money left over to do 
good after the corrupt have had their 
take. 

Pemex has a bad reputation that it has 
to live down. Politicians used it as a 
dumping ground for those to whom fa­
vours were owed. It used to be the 
custom to offer politicians' wives the 
"concessions" on a brace of Pemex filling 
stations. Only a· few months ago a mas- · 

._sive fiddle was discovered: tanker loads 
of petrol were driven to the United States 
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from a Pemex refinery in Mexico to take cal plants to get economies-ofexperience .' 
advantage of the differentiai in price. The in construction rather than the theoretical 
oil union is immensely_ powerful and sells economies of scale of a large plant that in 
jobs in the company to those that want to practice would be full of snags. Having a 
work there, although the management number of plants was safer and gave 
now claims it has the agreement of the more flexibility. Under the tropical mid­
union not to expand the workforce in line day sun of Chiapas, everyone was hard at 
with production. · · · work. One engineer replied to sceptical 

There is another side to the picture. comments about Pemex in this way; "As· 
However corrupt the . business side of Galileo said, somehow if moves". And 
Pemex was (or is),' the level of technical somehow, having been to Cactus and 
competence is undoubtedly high. Its af- spoken to his colleagues, it would have 
filiate, the Mexican ·Petroleum Institute, been unfair and snide to comment that he 
has a worldwide reputation for engineer- should know exactly how Pemex movedi ·. 
ing design. Pemex has built 2,600 miles of since 25 of his relatives were on ·lhef 
gas and oil pipelines, 8 refineries (and is Pemex payroll; by then, in friendly Chia.; _ 
building two huge new ones) , 60 petro- pas, that degree of loyalty between ... a : 
chemical plants, and is the largest petro- family and Pemex seemed a virtue:· · :~-- ~,.,- 't 
chemical producer in Latin America. Its · . . . _" .. : ·: <·~· · f 
profit record is not a fair measure of G 1 t? ~ 
efficiency because the politicians held U • 
prices down to appease the bus compan- · If Mexico has all this oil, far more tqant 
ies and the passenger-car lobby. As a until recently it knew about, then may' 
result, Pemex did no_t have the money to not Brazil, and Peru, and a dozen others 
invest in exploration, production failed to have it too? Just suppose the spur to oil 
keep pace with demand and by 1974 it exploration provided by the Opec price 
was a net importer of oii to the tune of jump does bear out the prediction that oil 
$290m. · exists under many parts of the earth's 

Your correspondent ·visited Pemex's. surface--could Mexico's good fortune be. 
$500m gas-sweetening complex under swamped by an oil glut? . · .:• 
construction at Cactus. The engineers on This would depend ·on Opec's success. 
the site had all done graduate work in restricting supplies to satisfy the mar,.: 
abroad at Pemex's expense. The design ket at the price it had set. And this in tum 
was by the petroleum institute, the main dep(!nds on whether the new oil exporters 
contractor was Pemex's engineering divi- abide by Opec's rules, which depends on 
sion and all the other subcontractors were how they see the future growth in their . 
Mexican companies. Of foreign techno I- revenues. . ·. , 
ogy or technologists there was little sign. Mexico is not a member of Opec. So· 
The basic design concept seems sensible: far it has been a free rider, getting the· 
to build 12 small-scale but almost identi- benefits of membership of the club with~~ 

. _y:··) 

··· 1 
'· L:•V'V<O.:.;;;~;,~~ 

Diaz·Se"ano, Pemex's overlord 

out paying any of the dues. The dues for 
Mexico would be particularly high be- . 
cause it would have to incur the displeas­
ure of its rich and powerful neighbour to 
the north. Political relations would suf­
fer, and so would trade. Mexico would 
automatically lose the tariff preferences 
given by the United States for which only. 
non-Opec members qualify. American 
growers of tomatoes, and other Ameri­
can lobbies that have to compete with 

· Mexican produce, would organise 
boycotts. 

The sensible course of action is for 
Mexico to continue to set its oil prices in 
line with Opec's without joining. Pro­
vided the cartel price can be held by 
Saudi Arabia cutting production when 
there is potential oversupply, there will 
be no problem. But if other oil producers 
have to share the burdens of production 
ceilings, Mexico will then either have .to 
join the discussions and thereby become · 
a de facto member of Opec, or stay out. , 

If Mexico were to sell as much oil as 
the United States wanted to buy at prices 
below Opec's while other Opec members 
were keeping to a ceiling, other countries ·. 

' ~ -.49L .... ~ Qt. ' • . 
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would be tempted to follow suit. If the 
• cartel broke down, and the price fell, oil 
producers who were not members of 
Opec would suffer as much as Opec 
members. Thus there is a powerful incen­
tive for Mexico ·to keep to Opec's rules 
and ·ceilings. However, Mexico might · 
offer the United States a special deal for 
oil'-provided Mexico was assured of 
long-term benefits from the United States · 
(a · higher intake of Mexican immigrants 
and a higher intake of Mexican non-oil 
exports?) to offset the possible fall in 
Opec prices. Such a deal would have · 
political overtones for Mexico. It would · 
in the eyes of the third world tie Mexico 
closely to the United States. And in the 
eyes of sensitive Mexicans at home. 

There may, of course, be a glut that 
will oblige Mexico to make some such 
choice. But the seemingly unstoppable 
growth in demand for oil, especially in 
the United States , offers Opec and fellow 
travellers like Mexico the prospect of 
keeping the real price of oil constant-at 
the very least-provided oil producers do 
not overproduce. 

An important pressure on them so to 
do will come from their own messed-up 
development plans. One Opec country 
after another has launched ambitious 
plans that have overstrained the domestic 
economy, driven up inflation and sucked 
in imports. Rather than scale down the 
plans, these countries have been seduced 
by sweet~talking ·bankers into borrowing 
vast amounts on the Eurodollar market, 
without a second thought about what 
such massive borrowings do to their much 
vaunted claims that development will 
increase their independence. If a country 
seeks independence, then it should not a 
borrower be. Look at the dreadful exam­
ple of Venezuela. In 1974 it had a cur­
rent-account surplus of $5.7 billion. Last 
year it had a deficit of $400m. It is now a 
large borrower on the international capi­
tal markets. The propensity of most oil , 
exporters to import other things seems 
quite boundless. Once oil producers need 
a continued inflow of capital to offset a 
trade deficit, then they are on the road to 
losing control of their oil ·policy. The 
need to . repay bankers and balance the 
accounts may oblige them to try to export 
more oil than their domestic conservation . 
policies suggests is wise, and more oil 
than the markets of the world want at 

·current prices. 
Opec countries have too glibly as­

sumed that oil gives them limitless oppor­
tunities to develop. They should now be 
beginning to · realise that the speed and 
form of their development may set limits 
on their oil policies. Non-Opec Mexico 
should see that trap. But, in April, 1978, 

£ Pemex borrowed another $1 billion and 
· accelerated its development plans. _ 

, .. 

MEXICO 

Biceps and basic 
needs.· 

.How can Mexico's oil best be used to 
develop the country? The . kind of indus-

. trial developmerlt pursued in Mexico 
from 1940 to 1970 suggests one way. To 
elaborate on Mr Diaz Serrano's . meta­
phor quoted earlier this would be to build 
the oil and gas biceps . and let them pull 
the rest of the frail body up to a higher 
standard of life. The other kind of devel­
opment, pursued sporadically in Mexico 
since the revolution, is to try to increase 
the standard of life of the people directly 
by giving them the right sort of survival 
kit for meeting their basic needs: land, 
education, nutrition and water. 

The "basic needs approach" is gaining 
ground in aid institutions like the World 

· Bank because of disillusionment with 
previous models of development. The 
"go - for- growth - of- incomes" mo­
del, where success was gauged by the 
growth in gross domestic product, led to 
an affluent modern industrial sector with 
the political clout to protect itself from 
the taxes government needed to levy so 
as to distribute some of the benefits of 
growth to the rest of the country. 

So then there came the "create jobs" 
model (which, interestingly enough, has 

. come back into vogue in "d~veloped" 
countries with the failure ·of growth-gen­
erating policies there) . . But it gradually 
became clear that the concept of employ­
ment in an industrialised country did not 
have the same relevance . in developing 
countries which· are short of productive 

) · 
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activity rather than paid work. And such 
activity is the result of many things-­
motivation. knowledge , strength, organi­
sation. land ownership. Further, those 
people that need most help are · not only 
the unemployed or underemployed but 
the unemployables: the aged or infirm. 

The · "basic needs approach" is not 
incompatible with other models of devel­
opment. Indeed , for those who are to 
attend to basic needs , be they govern­
ment agencies or self-help co-operatives~ 
to have the resources to do so on a 
continuing basis there must exist a func­
tioning economy with factories, cement 
plants, dams and all the rest. But 'Yh~t 
the "basic needs approach" does do is _to 
ensure that the right questions get po~e~ 
all the time: how many people will ~n_e:­
fit from "development" ? Can less money 
be spent more effectively on reaching 
those in need with a steel works on the 
coast or a pottery workshop and distribu­
tion organisations inland? 

The budget for 1978, and the five-year 
plan also unveiled last December (long­
term plans in Mexico end with the term of • 
the current president) show that the gov­
ernment is eclectically drawing on all 
development models and approaches at 
the same time, but is to concentrate on 
bicep-building. Rather too much. How 
many jobs will be created fron~ the $2.0 
billion investment in oil and oil-related 
industries? Precious few. For ex'ample, at 
Cactus, 5,000 building workers are con­
structing the plants, but only 2,000 will be 
required to operate them. There an in:;. 
vestment. of $250,000 is neede.d to pro­
duce each .extra job. However, the rev-

. enues from methane , and the cheap 
supply of the other chemicals obtained, 
make · Cactus a sensible. project. It is 
sensible to get crude oil out of the ground 
fast to . end Mexico's balance-of-trade 
deficit. It is sensible to increase refinery 
capacity and export refined products in­
stead of importing them. It is sensible to 
make liquid gas in Mexico rather than 
import it. But when other oil producers 
are diving headlong downstream into pe­
trochemicals, it is not wise to follow . 
them, especially as Pemex will be fully 

. stretched doing everything else. 
The counter-argument is that an inte­

grated oil and petrochemical develop­
ment is needed to get the maximum 
added-value from hydrocarbons. There 
are two answers to that: settle for less 
than the maximum; or take the oil and 
associated gas out of the ground more 
slowly. Helter-skelter investment will 
bring a huge and unexpected import bill 
in its wake. Project managers will get 
frustrated by the innumerable bottle­
necks in Mexico's supporting industries 
and will import what they need to get the · 

. job finished on time. Pemex is importing 
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1be-steel plate it needs for the gas pipeline 
.- to ;-:the north because it could not wait 
-J~Dtil the steel plate mill under construe-
-lion. in Mexico was finished. This particu-

• Jar decision looked right while the deal to 
·sell . gas to the United States was on. 
'There will be countless others where 
-~whaLseerns right in the short term brings 

--· .. 

,Safety valve 
. ~e bracero movement has served as a 
~rtial though ·temporary solution of the 
Atg~arian problem in the village. Tepozt-

. · ·lan has become dependent on the United 
·States economy. Were the United States 
-suddenly to close its borders to Mexican 
. braceros, there would probably be a crisis 
. both in the village and in the nation." So 

··_ wrote Oscar Lewis, in 1956, after revisit­
mg1epoztlan, the village he had studied 
in 1943. 

mhen Oscar Lewis first went to Te­
.poztlan in the early 1940s the population 
of .-Mexico was 20m and of the village 
3~. When he went back in 1956 the 
figures were 30m and 4,800 respectively . 
Twenty years later, both have more than 
do.t.lbled, but in spite of the fact that the 
bracero programme-under which Mexi­
..cans were legally allowed in to the United 
States to do temporary work-was ended 
at .the insistence of ~merican unions, in 
'1964, there has not ;been a crisis in the 
village or the nation ~ Why? Because the 
Mexieans have continued to go to the 
United States-illegally. But the proph­
ecy of Oscar Lewis, whose ·'Children of 

. Sanchez" have by now bred hundreds of 
.dilldren and grandchildren , would still 
come true were the Americans to find a 
~way of keeping out the " illegal aliens" (as 
Americans call them politely), or .. wet-

·'backs" (impolitely referring to the swim 
across the Rio Grande) or "'undocurnent­
.edmigrants" (as the Mexicans call them). 

'It ·is simply not · known ho>V many 
:Mexicans are in the United States illegal­
ly; they do not advertise their presence. 
;But the American passion for quantifica­
tion has resulted in figures that gain 
·aedibility simply by being used and re­
-..used in reports and newspaper articles. 
The commonly used figure is 8m illegal 
..3liens, of whom 5m are said to be Mexi­
can. The basis for this statistic is a study 
conducted for the immigration and natur­
. .alisation service (INS) in 1975 by a firm 
of consultants in Washington, DC called 
Lesko Associates. Lesko's methods were 

· -vecutiar. A panel of seven professionals 
.in · the business of dealing with illegal 
-aliens was asked to estimate the number 
.of -.illegal aliens in the United States in 
·three rounds. In the first round. the range 
·•oas from 2.5m to 25.1m, .and even by 

"rd round was 4-m-l2m. This piece of 

MEXICO 
. '. . ·. 

:no long-term benefit; Iran, .Nigeria and 
Venezuela embarked on huge projects 
out . of scale with· their human resources 
and their existing industrial infrastruc­
ture. Mexico is far · advanced on both 
these scores,' but not so far that it can 
ignore their lessons. Beefcake biceps are 
expensive_ but not necessarily strong. 
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known: rules of thumb for the ratio of 
those caught to those not cannot, be 
trusted. : ~ r ( ~ 

Research is being carried out in· the; 
Mexican states from which man}l Qf the 
migrants come to try to assess the num-: 
bers that go across the border. Until that 

· is completed, it is better to use no figures 
at all on the size of the migration . . Much 

.. ~ -~ .. .\,.•' :· :...:.· . ,· more is known about its nature. -Accord 

guesswork; glorified by the name of the 
Delphi method, was supplemented by 
other techniques that have been ·crush­
ingly criticised by the director of the 
United States bureau of -the · census, Mr 
Vincent Barabba, a group ·from the con­
gressional research service and many oth­
ers. . Lesko also used a · "complex 
formula", that is more guesswork, to 
arrive at a figure gf 5 .2m for the Mexican 
element of the illegal population. These 
.figures are unprovable but, because they 
have a seemingly scientific basis, have 
become the . common currency of the 
debate on illegal immigrants within the 
United .States. 

Since figures, however misleading, are 
treated with respect in the United States, 
the quite large numbers enhance and 
promote illegal immigration as · a "prob­
lem'' . Such figures seem to give credence . 
to the new~paper headlines of a "silent 
invasion", or worse: "State is Threatened 
by Alien Hordes" screamed the Los An­
geles Herald .Examiner on August 8, 
1977 . . 

There is only one firm statistic: the 
number of illegal aliens caught by the INS 
border patrol. This figure has risen in the 
past few years to about lm a year. For 
each person caught (sometimes the same 
person is caught several times), others 
slip through; but again, how many is not 

1953 55 60 

ing to the leading expert in the United 
States, Mr Wayne Cornelius of -the Mas, 
sachusetts Institute of Technology, the 
immigrants go temporarily, just as they 
used to under the bracero programme. So · 
this immigration is not like the perma­
nent immigration into the United States 
by people coming to the land of opportu­
nity. Mr Cornelius asked a sample of 
Mexicans whether they would prefer to . 
settle legally in the United States or to 
come and go legally: 74% chose the 
latter. They go to earn dollars to send or 
take home. These dollars put them at the 
bottom of the social and economic scale 
in the . United States, but well above 
subsistence level when converted into 
pesos at home. 

Mass temporary migration from Mexi­
co to the United States is a perfect 
economic tonic for both countries. The 
Mexicans leave the overcrowded land 
(and they come overwhelmingly from the 
rural areas in Mexico), and send back 
enough money to keep their dependants. 
Some return with enough capital to buy a 
few cows or start up a trade. Mr Corne­
lius reckons that Mexico gets several 
billion dollars a year from its migrants. 
The farmers in California, Texas and 
Florida are provided with workers who 
are willing and able to do back-breaking 
labour, and thus can give the American 
housewife grapes and lettuces cheaper 
than they would otherwise be. Mexicans 
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are battling against inflation in restau­
rants, sweatshops, garages and factories 
aH over the United States-illegally. 

Whereas on the continent of Europe 
the anti-infla!ionary impact of · guest 
workers has been thoroughly understood 
(and nowhere better than in West Ger­
many and Switzerland, which have the 
lowest inflation rates in Europe), several 
groups in the United States have begun to 
take up the anti-wetback outcry which is 
never long dormant. This time round, 
even the Ku Klux Klan is getting in on the 
act in a shrewd move to keep up with the 
prejudices of the times: it organised one 
or two well-publicised vigilante patrols 
along a few yards of the 1 ,950-mile long 
border. 

The unions draw attention to the num­
ber of unemployed and the number of 
illegal aliens supposedly in the country 
and conclude that there is a causal con­
nection . Mr Cornelius has found-and he 
and others have looked-no evidence to 
show that Mexicans take jobs from na­
tives. They take the jobs the natives will 
not do. Ah, say the unions...:-if the em­
ployers could not count on the illegal 
immigrants, they would haye to pay an 
attractive wage. But it is more likely that 
America's farmers at least would change 
to a less labour-intensive crop. 

The Mexican-Americans-the Chi­
canos--have mi lCed feelings about their 
undocumented cousins. Some claim that 
the illegal aliens compete for jobs with 
them, even if not with white workers , and 
that their presence makes other Ameri­
cans discriminate against all Mexican 
types indiscriminately. Other Chicanos, 
looking ahead to the day that all 12m 
Hispanics in the United States coalesce 
into a minority group able to exert pres­
sure, welcome the addition . to the 
numbers. 

A few politicians have tried to make an 
issue of the wetbacks. In Texas an ig­
nored fifth of the state's population is 
Mexican-American and a lot of people do 
not want a raft of illegal Mexicans chang­
ing the racial balance of the state any . 
further. Senator Lloyd Bentsen has pro­
posed giving the five Mexican states from 
which at least half the illegal migrants · 
come a huge dollop of cash. That at least 
is logical, for the cure has to be within 
Mexico. 

The illegal aliens were a very minor 
issue in Mr Carter's campaign. No great 
head of steam had built up, no pressure 
group had started a tough campaign. In 
the American states with the most illegal 
aliens the unions are weak. But it is an 
affront to law-abiding citizens to have so 
many (and they are repeatedly told that 

. there are indeed many) non-citizens ill/ 
~ their midst. President Carter· decided that 

benign neglect had to end, and last Au- . 

. MEXICO 

gust sent a pa~kage ?f measures to 
congress. 
· They are misconceived· from nearly 
every angle. They would be costly, can­
not possibly work and, if they did , would 
cause a disaster in Mexico. Mexico was 
not even consulted even though a joint 
commission to discuss mutual problems 
had been set up between them in an 
attempt to improve relations between the 
two countries. The measures would make 
it an offence punishable by fines for 
employers to hire · illegal aliens. This 
would require a massive apparatus of 
enforcement. But to the extent that it is a 
deterrent, it would deter employers from 
hiring anyone who looks Mexican. Then 
to keep the Mexicans to their side of the· 
border, the border patrol would be dou­
bled to 4,000. The border is geographical­
ly difficult to cross for only 40 miles, and 
the border patrol can keep an eye on only 
200 miles of it at a time now. Illegal aliens 
who can prove continuous residence in 
the United States since · before ·1970 
would be ·given an amnesty. Very few 
could do that legally ; so this is an invita­
tion to forgery . Those who came between 
1970 and the end of 1976 could claim 
"temporary resident alien" status for five 
years-they could work but not get any 
welfare-at the end of which they could 
still be booted out;- No Mexican in his 
right mind would , take . the risk of 
registering. 

President ·carter's approach of trying 
to provide domestic· remedies for illegal 
immigration from Mexico is, as senior 
American officials will privately admit, 
doomed to failure. Short of building a 
fence along its entire length , and thereby 
constructing a symbolic iron curtain with 
Latin America, it is impossible for the 
Americans to keep the Mexicans out. 
When it comes to bridging the gulf be­
tween the rich and the poor, the . Mexi-
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cans speak in the north-south dialoF­
with their feet. As Mr Cornelius puts it:. 
"One of my subjects. who had been 
apprehended by the INS for the third 
time. was asked: 'What can we do to 
prevent you from doing this again?' The 
ille~al responded: 'Shoot me'. •• 

The United States is a safety valve for 
Mexico. If the United States tried to close· 
it off, and found a way of succeeding; 
there would be an explosion in MexicO-. 
The reverberations would be felt 
throughout ·the hemisphere. Mexico is 
the sanest and freest sizeable country in 
Latin America . It is in the interests oh~ 
United States to keep it that way. Wer%:· · 
Mexico to follow other Latin AmericaD 
countries down the road to a despotism of 
the right , such a regime would, giveu­
Mexico's revolutionary antecedents,.. 
eventually be replaced by a despotism of 
the left. Cuba is only 100 miles away from­
the Mexican coast. 

The very best ·thing the United States. 
could do to solve the "problem" of- the:> 
illegal aliens is by legalising them .. The: 
bracero programme should be started up: 
again , and on a generous basis, otherwise' 
there will still be illegal aliens. This time 
instead of indenturing . the bracero 'to-·a 
named employer, and thus making a sed. 
of him , the bracero should be free to work 
for a limited amount of time anywhere iu 
the United States. After all, the popula­
tion of the United States is not growing: 
much and is ageing. It will increasingly: 
need guest workers to do its dirty jobs... -

However, this is not the solution t. 
voured by the ·chief adviser to the Mexi--, 
can government on immigration"' Mr' 
Jorge Bustamente, of the Colegio- de 
Mexico. He thinks legalisation would. 
accentuate the flow, and let the govei'U"" 
ment off the hook of trying to find' 
solutions to unemployment and poverty: 
within Mexico. What solutions are there?· 



.: 

SURVEY30 .MEXICO 

., .. , 

Some problems even have 
s·olutions· ~ 
The urge to use oil money to bring a 
speedy end to underdevelopment ~ un­
derstandable. But oil cannot solve most 
of Mexico's problems. Mexicans leave 
Mexico because there is not enough land 
for them, and no amount of l~nd redis­
tribution can make enough; because 
there are not enough jobs, and oil cannot · 
create enough; because jobs are in the 
cities and are subsistence jobs, and the 
cities are becoming Calcuttas; and be­
cause there are too many Mexicans in 
Mexico. In this prescriptive part of the 
survey some solutions are proposed to 
so~e of these problems. 

The roots of Mexico's poverty lie in the 
land. About 40% of the population lives 
on the land and tries to live off it. But 
OJ.llY 10% of the gross domestic product 
comes from agriculture. Since 1968, the 
rate of growth of production has slowed 
down. The production of corn (maize), 
still the prime source of sustenance for 
Mexicans as it has been for several mil­
lenia, has fluctuated between 8m and 
lOrn tonnes a year. About 17m acres are 
cultivated with maize, · so . the average 
yield is as low as half a tonne or so an acre 
(compared with 2t tonnes an acre in the 
United States). Maize has sometimes had 

· to be imported to prevent consumption 
per head falling too far below 200 kilos a 
year. The production of beans, the prime 
source of protein, has remained static 
too, at about lm tonnes: 15 kilos a head a 
year. Wheat production, for which Mexi­
co is on the whole better suited than for 
growing maize, has been rising. 

The land is overworked and overpopu­
lated. It is ·subdivided into too many 
plots. Fertiliser has been expensive. 
Many tracts of land are idle because of 
ancient disputes over title. The agencies . 
set up to help the farmers were neglected 
and became bureaucratic and corrupt. It 
is in the rural areas that the anti-birth­
control propaganda of the priests is most 
effective. 

How can more enlightened attitudes, 
knowledge, services and money, in that 
order, be spread to about 25m souls in 
94,000 communities? · · 

Mexico has a couple of pioneering 
experiments, Prodesch and Pider, trying 
to do just that. In San Cristobal de las 
Casas, an organisation with the acronym 
Prodesch ~as started in 1970 by the state 
governor of Chiapas to help the Indians 
help themselves. It is financed · by the 
U.nited Nations and the World Bank. 
Grouped under one roof,- the relevant 
offices of the state and federal govern-

ments are to be found: health, education, 
farming, rural industries. Prodesch has a 
radio station and it broadcasts all day in 
the four local Indian dialects and in 
Spanish, wittt news about the services 
available from Prodesch, the courses it 
runs and birth-control propaganda. It 
also has a record request programme 
which, judging by the bulging racks of 
letters in the studio, is popular. The 
philosophy is to tell the Indians what is 
available, and then get them to come and 
ask for the help they need. To find local 
leaders, Prodesch helps to organise clubs 
in the villages-for women, for the 
young, for all kinds of activities. The 
leaders are brought in and given courses, 
and then go back to their villages. 

According to a young French volun­
teer, in the seven years since the pro­
gramme started, maize production has­
gone up from 450 to 1 ,500 kilos a hectare 
through the introduction of terracing and 
fertilisers. The experts are trying to per­
suade the villages to convert from maize, 
for which the soil is not suited, to fruit. 
But corn has a prestige and cultural 
significance that oranges do not have. 

The courtyard of Prodesch is crowded 
with Indians who have come to ask for 
this and that. The director, himself an 
Indian, has won the trust of the Indians; 
and the programme has got the blessing 
of its sponsoring aid agencies: the direc­
tor has now gone to another poor state, 
Oaxaca, to start another one up,. and 
there is to be a third in Quintana Roo. 

Pider-the programme for integrated 
rural development-is on a far larger 
scale and is a pet project of the World. 
Bank, which feels rather guilty for having 
financed many large-scale irrigation pro­
jects and farming developments that have 
benefited the better organised farmers. It 
was started in 1968 to overcome the 

. diseconomies of scale that resulted from 
having different government agencies do 
things in an unco-ordinated way: the dam 
builders would build the dam, but then 
the road builders would build a road that 
did not lead to it. The idea is to find the 
poorest micro-:regions ·in the poorest 
states and to raise the standard of living 
in them. This is the basic needs approach 
at its most basic. . 

Pider is not itself an agency, but a co­
ordinating department within the minis­
try of pfanning and the budget. In Mexico 
City there are 100 bureaucrats to oversee 
it, and 300 are outside monitoring it and 
signing the cheques. In 1978, Pider will. 
be handing· mn $240m, of w · half is to 
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come from the World Bank. The draw­
back with Pider is that once the· state has 
come in to sign the cheques, it never 
seems to stop. aut it is cheaper to pay-. 
people to do things that will improve· 
their standard of living in the countryside · 
than to try to provide them with jobs ancl 
services in the cities. 

Conasupo, another pioneering Mexio-­
can institution-Mexico is an ingenious. · 
Institution builder-was invented to buy-· 
staple foodstuffs from farmers at ~ 
teed prices and sell the produce in CorJa-. · 
supo shops to urban dwellers at SODU>­

times subsidised prices. Politicians· tow · 
often succumbed to pressure to keep 
urban food prices low and therefore· did.­
not pay the farmers enough and so ~ 
duction suffered. This is now being put; 
right, but the townspeople are. getting · 
angry at the rising prices of tortillas.- It· 
would be quite sensible for the go-vern­
ment to use some of its oil revenues -tc;.. 
subsidise basic foodstuffs while payin&: .. 
·the farmers more. It is an effective way of.. 
giving help most directly to the poor.-. · . 
provided it does not get out of hand.. · · 

The rural credit bank was given: a~ ·· 
facelift under President Echeverria, but it· 
still has a poor reputation. However; 
your correspondent paid an unannoun~­
call on the manager of the rural ~~ 

bank in Ciudad Obregon in the state· of. 
Sonora, and was impressed. In Novem-· 
ber, 1976, Sonora was the scene of la.J:Ut 
invasions by peasants, an invasion whidl -
had been encouraged by Mr EcheveJTia,. -
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··but then went out of control. The coastal 
__ ;plain of Sonora is fertile and has -been 
-criss-crossed' by a vast irrigation scheme. 
To :the chagrin of the peasants, -private 
fanners have evaded the law that allows a 
-:pe·rson a maximum of 100 hectares by 
"buying .land in the names of all their 

· =aumerous families. These large farms are 
.nighly productive, but do not employ 
.many people. To the land hungry, this is 

. ,. glaring injustice, however much good it 
- may do the balance of payments (it -is the 
7-Pri\'ate farms that have developed the 
o.lucrative export of strawberries and to-
·-matoes to the United States). So in they 
--.arched. The authorities went ahead and 
.legally · expropriated 94,000 acres and 
formed 88 new ejidos (which is a form of 
Jand··tenure re-invented in the revolution 
under whiCh individuals have security of 
tenure to work the land, even though the 
land itself still belongs to the state). 
About 8,000 families were allocated land 
;Of1 the basis of 12 acres each. (The 
.authorities later investigated the families 
.and decided that 2,200 of them, who had 
been on waiting lists for land for decades, 
-could no longer be classified as campe-
:Sinos, so off they had to go.) To avoid the 
-problems associated · with small peasant 
holdings the ejidos are all being worked 
-Oil a collective basis. It became clear in 
talking to the Ciudad Obregon bank 
manager, that th~ bank and the local 
branch of the m'inistry of agricultural 
,reform keep a very tight check over the 
production plans, performance and ex­
l)enditure of the ejidos. The result has 
-been that .the yields in 1977 were as high 
as in the year before expropriation , and 
-rather more families than before can live 
off the land. The bank manager was 
impressive-perhaps he was a high flyer . 
4rafted into a particularly sensitive area. 

Sonora is a state where things are 
:efficient, even the ejidos. But in most of 
Mexico the ejidos are not collective and 
.are in a desperate state. Since the farmers 
do not own their parcels of land. they 

· ..cannot sell them and the land has to 
~support more and more people. A solu­
-tion to this failure of socialism bas been 
proposed by the capitalists of Monterrey. 
It is to form corporations. The ejidolarios 
would put their land in. ~md become joint 
-owners, and be paid a guaranteed mini-

. mum wage plus a share of sales. The 
corporation would bring capital and man­
age the land as one big unit. It would say 
who worked and how. Those for whom 
there was no work would be paid rent. 
The optimum size would be about 5.000 
acres. The Monterrey experts are confi­
dent that such a scheme would increase 
production by 400clo . 

This is .a good idea. But its Monter.rey 
origins will damn it -in the eyes of the 
sociologists at the Colegio de Mexico, 

Mexico's leading . academic institution, 
who while rightly attacking the neglect of 
the ejidos in the past have a rather starry­
eyed view of how they could be made to 
work as collectives in the future. 

Trapping the 
tourists ~ ·· 
Mexico, bordered by 214m Americans, 
has 3.3m tourists' a· year (3.1m when it is 
nasty to Zionism): Spain, bordered by 
260m wealthy Europeans, has30m tour­
ists. It would be a terrible pity if Mexico 
despoiled itself_ in the way Spain has 
done. Package tourists are never charged 
for the depreciation of beauty; they 
come, hotels are overbuilt, and then they . 
leave, searching for somewhere else un­
spoilt. The far-sighted policy is to main­
tain beauty by avoiding the cheap and the 
quick and by building in a more expen­
sive and careful way. Just such a policy 
has been carried out at Cancun, a model 
of careful planning, with about as much 
soul as rather good modern architecture 
can create. A huge tourist city has been 
built on a spit of sand that juts out into 
the Caribbean . . There is a town (much 
livelier than concrete Cancun proper) 
where those who service the hotels and 
apartments live and run small businesses. 

Other Cancuns could be built, but they 
are capjtal intensive·, and cater for the 
tourist with a fair amount of money to 
spend . The tourist authorities should visit 
the Greek islands ·to see how to tap the 

Candied skulls for the day of the dead 
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less affluent tourist market without doing 
a Spain. There the bulk of the tourists are 
accommodated in the houses of the is­
landers. The islanders can build larg~( 
homes, so they benefit directly from ttie 
presence of the tourists, rather than some 
Miami-based hotel corporation. . The 
scale of development is in keeping with · 
the locality. This should, for example, be 
tried on the lovely Isla Mujeres, where 
the Cancunites go to see real people, and 
which is in danger of · . becoming 
Cancunised. i' I 

The Yucatan peninsula is relatively 
underdeveloped for tourism. It badly 
needs something since its traditional in­
dustry, sisal, is in decline. Yucatan is 
much closer to Miami and New Orleans 
than is Mexico City or Acapulco and 
contains many of Mexico's most under­
utilised investments: the ruined Mayan 
cities. There are at least 1,000 of them in 
the Yucatan peninsula and in Chiapas 
and Tabasco. There are good ro~ds to the 
main reconstructed sites like Chichen 
Itza, Uxmal and Palenque, all of which 
are spectacular, but Yaxchilan, for exam­
ple, deep in the jungle near Guatemala, 
has to be reached by light aircraft. 

Reconstruction and just keeping the 
jungle at bay is expensive. But entry to 
the sites is ludicrously cheap. Ticket 
prices should be raised (with a cut price 
day each week so that Mexicans are not 
priced out of their cultural heritage). The 
tourist authorities should organise ar­
chaeological work camps and get young­
sters to pay to live in tents and work 

!j 
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under the blazing sun. It would be a 
mistake to build more than a handful of 
expensive hotels. The people interested 

.· in exploring Mayan sites (and that is all 
l there is to see inland) could probably 
1 

better be catered for by building comfort­
: able Mayan straw-roofed huts. 
i 
I 

I 

I Magnetic 
. Mexico City is a magnet. About 43% of 
! its 12m-13m people were not born there 
' but came in the hope of a slightly better 

life. Many live on that hope and big city 
excitement, but on little else. Unless 
other magnets are placed elsewhere in 
Mexico , Mexico City will become by far 
the largest city in the world by 2000, with 
a .population of 25m-30m. 

Mexico City is in the wrong place to be 
a megalopolis. It.is the only large city in 
the world that is not on a major river, on 
a lake or on the sea. It is, in fact, in a 
valley 7,000 feet above sea level. The 
floor of the valley is soft volcanic ash, and 
the water table has been so thoroughly 
drained that the floor is subsiding. The 
sides of the valley prevent winds from 
sweeping smog away , and so the ceiling 
of the valley is a low, filthy cloud of dirt. 

The costs of making a larger Mexico 
City tolerable are intolerable. Its water 
supply, 45 cubic metres a second, is just 
adequate for . its current population. To 
raise that by just one cubic metre a 
second would cost $40m as pipes have to 
be laid up and down mounta.ins to tap 
new sources 200 miles away. The city 
needs a proper sewage system: that, too, 
would cost millions. Pollution and the 
traffic jams on the highways are dense, so 
the city is planning to extend its fine 
metro and would like to build a suburban 
line as well if the money can be found . 

Mayor Hank Gonzales is faced with a 
cruel dilemma. All the city's services 
need to be dramatically improved; but 
the more that is spent on making the city 
livable, the more attractive the city be­
comes. During the 1960s, roads in the city 
were widened, underpasses and super­
highways were created. The traffic jams 
are as bad as ever. The net effect of 
creating a city fit for cars was that more 
cars came. If the city is made fit for 
humans, more of them will come. The 
cruel solution for Mexico City is that all 
the money earmarked for spending on 
Mexico City should be spent on the 
infrastructure for new cities elsewhere. 

The government, scattered arou.nd this 
glued-up city , seems to be aware of the 
problem. The old ministry of public 

. works has been symbolically renamed the 
ministry of human settlements, and the 

; ~·· ,. imaginative architect , ·Mr Pedro Ramirez 
; · Vasquez, has been placed at its head. The 

.. 
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planners at the ministry want new cities 
along both coasts, and along axes linking 
the coasts. The World Bank's planners 
think industry and cities should be devel­
oped along the main pipelines carrying 
natural gas and oil; the ministry for 
industry is thinking of selling natural gas 
dirt cheap in certain places along the 
pipeline where it thinks new industries 
should grow. Others suggest a more 
hodge-podge plan because cities that 
grow naturally;:_ but with a little help, will 
be more successful · than ones planted 
where a planner's computer says. 

For all the fervent planning, the budget 
for 1978 allocates hardly any money to 
the infrastructure that will be needed. 
Just consider that all the Mexicans-say 
60m, or five times the present population 
of Mexico City-who will be born in the 
next 50 years will have to live in cities 
because the land is full up. The most cost­
effective measures to curb the growth of 
Mexico City and encourage the growth of 
new cities would probably include the 
following: e Instead of increasing the water sup­
ply, rationing should be introduced. In 
the wealthy parts of. town it is quite 
common for the family cars to be washed 
every day with tap water. The water is 
now metered, but costs are geared to the 
poor, and the rich can still afford their car 
washes. Ideally, there would be a pro­
gressive charge for water ·consumption. 
But it is far too difficult to install a system 
for the millions of households in the city 
that would both be tamper-proof and 
corruption proof. Water should be cut off 
for several hours a day except for stancJ­
pipes in the streets. There is. an emergen­
cy in Mexico City; but the rich are 
insulated from it. ... 
e The administration· is Jrying to move 
itself and industry out of Mexico City. If, 

' ~- 1' ~ • 
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for example, the headquarters of Pemex 
were moved down to Villahermosa, near 
its new oilfields, that town would soon 
have the most expensive restaurants in 
Mexico. Concentrate on moving organi­
sations with fat current expenditures out 
of the city , as that will generate local 
incomes faster than building dams or 
factories or the other customary artifacts 
of "regional policies" . . 
e All permits for new industry and ex­
pansion of existing industry in Mexico 
City should be banned. The social costs 
of bringing in all the raw materials and· 
foods to Mexico City and of taking out all 
the finished products are borne by con­
sumers, many of whom have to be subsi­
dised one way or another. The city sucks 
in tax revenue , and it is quite uneconomi­
cally used up on things-water, electric­
ity , transport-that would be a fraction of 
the cost elsewhere. 

As Mexico City grows, its disecono­
mies will grow faster. Anything that 
makes the city a more pleasant place in 
which to live will be self -defeating. . 

Resourcefulness · 
Mexico is rich in resources-phosphates, 
uranium, copper and more-that could 
be put to good use given time and organi­
sation. Besides the fish that have not 
been fished and the minerals that have 
not been dug out , there is the still rela­
tively untapped resource of the border · 
with the richest country in the world. The 
more goods that go across it, the fewer 
illegal aliens will need to do so. ' ·· 

If the Japanese had invaded Mexico, 
all their industry would be strung out 
along the border with the United States. 
The Mexicans have their industry up in 
the mountains in Mexico City and Gua­
dalajara, miles from the United States, 
miles from a port from which to export. 

In part this. is because the government 
has deliberately encouraged import sub­
stitution and thereby directed all its in­
centive schemes towards satisfying the 
domestic market rather than grabbing 
exports. Thus there are nine car plants 
each inefficiently assembling too many 
models which emerge at the end of the 
assembly line costing twice as much as 
they do in Detroit. Local manufacturers 
have been too cosseted and should be 
told that protection will cease at the end 
of 1982. This originally was on the presi­
dent's agenda, but less and less is heard 
of it. 

The exchange rate should be kept in 
line with the relative inflation rates in the 
United States and Mexico. This will actu­
ally be quite hard since the smell of oil, · 
and its appearance in the trade figures, 
could exert an upward pressure on the 
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peso. This would undermine the competi­
tiveness of export industries, deter tour­
is_ts and thereby make Mexico dependent 
on oil. If oil were to become simply a 
substitute for other exports, all its bene­
fits would be lost. Britain is in the same 
fix but can dampen the rise in sterling by 
·undoing foreign exchange controls. Mexi-
co does not have any. Thus, unusually for 

·· a developing country, it might well have 
to discourage investment from abroad. In· 

. recent years this has in any case been 
much smaller than the outflow of divi­
dends ·and royalty · payments. The time 
may come when Mexico should .. oe trying 
to buy foreign technology and patent 
·rights, rather than attracting the foreign 
capital in which they are embodied. Early 
repayment of foreign debt is another 
option to keep the peso down. 

There is scope for the expansion of the 
maquiladoras programme, a suitable 
match of American knowhow and Mexi­
can-labour. The Americans put up plants 
in Mexico on or near the border. Materi- · 
als go into the factory free of Mexican 
import duties and the finished products 
go back into the United States free of 
American tariffs. There are some 80,000 
Mexicans working in such factories. The 
Mexican government is sensibly thinking 
of providing the additional attraction for 
the Americans of letting them supply the 
domestic market too. 

On top of the 
volcanO 
The government of Mr Lopez Portillo is 
moving in the right direction, but has a 
dilemma about the speed it should go. If 
it tries to solve the problems of a bur­
geoning population with the urgency they 
demand, then it risks overstretching the 
bureacracy, creating waste, breeding cor­
ruption and falling flat on its face. If it 
moves cautiously and carefully, the 
weight of people without jobs and with­
out the prospect of a tolerable standard 
of life may crush the functioning (albeit 
imperfectly) democracy that Mexico has 
managed to build up. 

Oil, a gift of the gods, is the temptation · 
of the devil. Oil seems to offer so much so 
quickly. It has led to a sudden change in 
the credit rating accorded to Mexico; "it 
provides a way of lifting the $25 billion 
burden of . foreign debt; at a stroke it 
removes the balance-of-payments con­
straint from speedier development; it 
holds out the possibility of a new petro­
chemical industry; it might give Mexico 
some leverage with the United States. Oil 
is an argument for speed. 

Oil may worsen the corruption that is 
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endemic in Mexico; it may make the 
Mexican people, who are deeply cynical 
about the disinterestedness of their rul­
ers, demand a rise in their living stan­
dards as rapid as in that of the politicos 
and the bosses. Apathy rather than disaf­
fection is the prevailing mood of Mexi­
co--at the moment. The Mexicans are· 
not anxious to have another revolution: 
millions of people lost their lives in the 
earlier one. On the other hand, if you've 
had one revolution, then ... In Mexico's 
shrewd form of democracy, trouble has 
been bought off, or squashed, with great 

- -success--so-far~ - -· - - · · --- · - -
Mexico's problems are too great to· be· 

solved by Mexico alone. Although it 
counts among the middle-income cate­
gory of developing countries, the uneven­
ness in the distribution of income leaves 
the mass of Mexicans very poorly off. 
The rural poor have adopted a form of 
self-help that the United States, a nation 
founded on the hope of immigrants, 
should be better placed to understand 
than any other in the world. These poor 
have been flocking into the United States. 
to find jobs, and have been getting the 
jobs the grandchildren of America's im­
migrants no longer want to do. What is 

Shoe-shine democracy · 
- .fJ 

THE ECONOMIST APRIL 22. I97S 

more. by far the greater part of these 
Mexicans do not want to stay in· the> 
United States. They want to earn enough · 
to come back and be relatively well off in 
Mexico. Since there are too many people 
in Mexico for Mexico"s economic struc- - . 
ture to employ. it is far-fetched to believe· 
that Mexico, even with oil, can instantly 
find a way of keeping its rural poor rural 
and less poor. The task of education~ of . 
organisation and of management; which ... 
expands the economic structure, is one _ 
that will take time. And all the time~ the : 
educators, the organisers and the man~ _, 
ers are running on the same spot to keep .. · 
up with more minds to educate, mo~ . 
mouths to feed~ . · · : · 

Whereas the Americans feel that they -
can make the future, Mexicans tend sim­
ply to accept it. But this fatalism, born of 
hardship, is a strength, too: Mexicans can­
put up with hardships that Americans 
would find intolerable. And in the years­
before oil can fe.rtilise the countryside,. 
many of the too-many Mexicans will.' 
suffer. This gives existence in Mexico.· a 
dramatic and harsh dimension that has 
made great literature and great art-~ 
that detracts from, but also adds· to, the. 
quality of life. ·. 
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