
 
 
 
 
 

 
 

Serie documentos de trabajo  
 
 
 
 

 
STABILIZATION AND ADJUSTMENT IN POST1982, MEXICO: ARE 

THERE SIGNS OF EXPORT-LED GROWTH? 
 
 

Nora Lustig 
 
 
 

DOCUMENTO DE  TRABAJO 
 

Núm.  II - 1988 
 
 

 
 

 
 
 
 
 
    



,. 

, . 

Stabiliz a tion and adjustment in p05t-1982 MRX i~c, 

Are there signs of expert-Iud growth? 

Nr.:)r" I~ LlJ ~;t i fJ 

El Calegio de Maxico 

April 1988 

Note: Th e author is grateful to Dorothy Ava ry for her usef ul 

comme nts ~nd assistance. 



:!ntnJdur:i: i on 

Similar t o many other developing 

oconomi c:: history of the years fo l lowing World War 

with a ralaxation of t he foreign balance constrai n t. Up i:o th'0 

mi d-ni n(~tp-(?n seventi es the country di d inde.d succeed in 

empandi nl] its industrial bage aa we ll as 8chiev ing 

hig h growth rates (betwean 5 and 6 per cen t per YDar from the 

forti.€ S throLlg11 t he mi d -5ev~nties ). r::ontr~a r·y to. 

wh a t h ad been exp8ctacl~ t he balancrn o f paYll1ent s ccnstr Di nt b~c~m~ 

fm: t that 

Und c~r' it was b~li~ved that t ll D uil 

disc:over i e s ma~s rublic ar o~lnd t he mi d -seventies wou ld n o t cJnl y 

dl"' c':.~f:';t~ i c i:1 1 1 y c:h r1q ql~ th~~ ~lr~bwth pC)t(·:·~nt, i i;:\l fDI .... t:.ht~ r:: c)u. n't.: !~·y ~ t)l.\t~ t")1 ri f.;) 

~ould ~1 1 mi n~~~ th e 'forejgn e >:change const r·~ i n t . DClth the 

in th e incomin g admini s trAtiorl of DE.' 1 a 

MAd r i d implomont8d ~\n adjus tme n t p r ogram whos e ma ln obj mtiv~s 
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rate,· together with. fundamental re-orientation of it. growth 

strategy, in which non-oil Exports would playa l eacting role. 

As We shall di scuss below the results of the program have 

AlthC)Llgh 11lJn-oi 1 eXpeB"tSi. h avc~ grnvm at mue l1 h :ighm" 

rateG thar1 bofor~, their be~laviQLJr may be mor9 close l y associated 

with the contraction of t h e d o mestic market t han wi t h a 

. fLlncjamontal change i n t he €?conomic s tructure as r8g~r(js i ts tr"ade 

reade~ "that the following e ssay is conceived as an exerci5~ in 

" hypothesis building", 

Principally due to the short length of the p a rtod undar analys is 

I"'I: onometri c: analysis i s currr,·nt.l y cur't. ai 11~ ~1 by 

inc ufficient data points. NDn~~t.heJ. ess, 

the foll.owing 

starting poi n t for future empirical wor~. 

l.a The oil -boom p e r iod, 1978-1981 

In Table 1 w~ present a synthesis of the performa nce of t he 

From the 8arly 5ixti~G 

to tho mi d-seventies Mexic o grew Bt sustained tligh r ates . Thim 

j. nC I"'(,i·.~Fiir'(:J v u.ln c,,"';. \bil i ty c)of thr:? (:') ~,~t:~71'~ni"\1 "~,~cDurit, i 11l.Al;;t .I"'c"} t E:!d by 

tho growinQ currant a c count dmficit a nd t he riGa in the tQtal 

Dy tho [Jn ri ,,'r 1'176, this~ vt..t l n!·.:~ I"'i:;,t) il:i.ty pvC)lv c:~ (.1 into C:1''' i!:i) :iH~, 



The c~isis wtlich beuan in 197h, 

Th~ discovery and maG5iv~ 

o 'f 

DUI"i.ng t h e' oil-"bo(Jrn, 

which literally laDted fr o m 1978 to 1981, the GDP average growth 

lffid"( bV both private and public investment ) . 

With oil ~xports growing at an annual rat. of over 50 

percent, and apparently unre.tricted fcreig n credit ava11abl~ Rt 

(t wa. perceived at th~ time that the country could 

aff{~!'''d i't',!]. wi r.:lt~t'li nl;J t:L\ r r~nt. tiiU::C:OI.\n t di sequi 1 i bri um~ l~hich em 

the 1971-1975 period. Subsequent events illustrated t hat this 

The clil hD~ln r'PEitJlted in an exacerbation of the courlt r y~6 

vulnerabilities to intGrnal and external shocks. 

tho Bxterna l account, 

peso which r •• ulted from the massive in f low of foraign exchange 

i n~pnl ... t E~ n 

(i "(~~D' 

offected non-oil OMport. and overly 

there'fore~ bec a me increasi ngly de~8n d ron t 

'';)' 
'~ , I 



dev~loped 1n . 1979 and 1980), tho revers al of thm upward trand in 

1981 resulted in total disruption: 

the external shock. After the 1976 crisis the gove rnment made 

some ef fort to red~,ce the pub 1 i c: dQf i c: it as a p er"c:en ·tage of GDP: 

the adjusted operational deficit (as c:~lculated by the Bank of 

1987) was reduced from an average of 9 percent of GDP in 

no further a ttempt s to curtail the governme nt 

deficit were made, although, as ma ny observers have pointed out, 

the government could have tried to gradually reduc e some of the 

subsidies (on the domestic: price of gasoline, for example), 

thereby avo id i ng tho financial vulnerability which· -bec:ame evident 

when the .price of oil declined and the expenditure inertia was 

out of control. (For a disc:ussion of the role of the public: 

sec:tor defiC:it in triggering the crisis and the controversies 

that -surround this i55U~ see: Barker and Brailovsky, 1 0)84 ; 

1983; Garcia arlcJ Serra, 1 '~84; 

Ros, lC'i85!i T~\ylC'Jr~ 1984). 

The combination of an appreciating peso with a financially 

vL;lne"',~b le publ ic s~'c·tor was fe,tal to t.he ec;c)f1omy onc ,~ oil price,; 

bagan sliding and eNternal interest rates increasing. 

the diff.rent points of view within the preaidantial cabinet am 

to whic:h poli cy to follow (devaluation versus exchange controls) 

paralyzed thel deciSi on ma king pr"ocess at tt, e mOGt · critic a l 

momo nt., whmn ~apital was mass ively flying out of the countFY~ 

Accor"di,rlg te) various 8stimates the nst capital c~Jtflaw betwGen 

• 
1981 and 1982 was around 10 billion dollars (Tay ler, op. cl t. , 



TablE:) 2). 

A president who had initiatad .his six-year term with 

tho 5UPPO!~t and praise of the pri vate ""s e ctor' f inistled all1i dst 

Duri ng the la~~t montt1s of 

tho rogime economic policy was quit. chaotic . After a massive 

devaluation in Febru a ry 1982 (about 80 percent i n nominal terms), 

tho government r e comme nded wage increases that - in spit. of t he 

fact t hat t hey were largely ignored- incr •••• d inflationary 

Qxpectaticn~ and ~xacerbat~d capital flight a t a t ime when 

foreign sources of capital were rapidly drying up. By mid - :l. 982 

M.Hi~o had to·announce to the world that it would be unabl e to 

meet it B foreign commitments and that urgont r escheduling Bnd 

fresh money wor .re quired. 

In 1,1. l •• t yearly presidentia l address to the n ~tion (on 

1982 ), Lopez Portillo announced th e n at ionalization 

9f the ban ki ng system and t he Hs t a bl iBhmant of full 

cont.rol \: •. Bot h mmasurem wero consjdDr ~d n~c~ssary to ~ IJr ' tail 

perni ci ouB c.pital f light , 

point. several runs c~n the peso 

yoara indicate that it i a not th a t e asy to centrol a ri ch, 

P('1wc"~"w' f ul i:\nc! knowlC:::1d (] (o~e., blG~ fil'll'::ln(:ial S ("::-'c:t"(.]r"~ il1r.:1 Dpc~ndp~tly u"f t.h e 

desir ab ility o "F c:orltr"o ling it in marner"l"ts when its betl~viour can 

only magnify instabili ty. 

ThLtS , the P Qliti~a l aftQrnla"th (J f tt)~ corlfr (:lnt~tion i nlp l1 ed 
I 

1"Ii ,]u,,1 



Po~"tillc ~s p~rception during his last month~ in offi c~ ~ 

Madrid clearly considered the private sector to be pivotal II : tho 

d~v.lop~pnt strategy which would prevail in Mexico duriny the 

following years. 

l.b The cri.iri period: 1982-1987 

Overall ; the last three months of the Lopez Portill o 

government were ' characteri~ad t)y ~ strnnge combirlatiur: of 

mAcroeconomic policy. While the outgoing governme nt attemp t8d to 
• 

interest rates and the generation of a dual exchang e " r"ate 

regime), the incoming administration r, e gcfiat€!d an IMF ag l~ 8~ lll ~nt 

with 8ssentialy cl~sBic orthodox characteristicsu ThE~ adju~:;t"'TlE~nt 

package was to begin on December 1982. 

In principle two phases can be identified in the " thra~-year 

stabi I. l. z ati on progr·am <nJ:eed "p<")n wi th the II"IF: 

phase o"f 1983 and the Il grad~Jali5t ' l phas~ in 
! 

1 r:IF f.>· ~"" " b~~j, 

Th~ m~in targets of thep~qgr~m corrnaponding to .ach ph ••• ~ p~e 

thE! foIl c)wi ng: 1> abruptly reduce inflation from around 100 

from close to 5 billion in 1982 to 
" :~- " 

,-, 
~ 

grac~ually reduce inflation to a level 

bil 1 i.,," in 2) 

in the twe nti en and 

thirties rang. and the current account deficit to 1.2 billien in 

, 
Ttle thre~ princ::ipal instruments u5~d to achieve th~m~ gClals 

WI;:7:'I"'e: 1 ) a sharp cut in the gcvernmen 't deficit; 2) ~m irdt.:i. id 

6 



3) G~vere wage restraint. At the time it was expected th~t in 

t~r" mn [ ... . 0: ." growth tho nt.bi li z ation limul. (.1 i.mpl y' 

growth in 1?83, 3 pDr~8nt in 1984 and by 1985 th e h i storical 

growth rate of 5 to 6 percent. As Tabl e 2 illl.lstr atm; , . the 

actlla l performance waD quite different. 

The striking result is that in spite of the fact that the 

~ublic BRc tor deficit goal was achieved almost to the dot (i.e~ . 

it was halved from its 1982 level to 8.5 % in 1983), the 

inflation rate declin~d by much less th a n expected (the projected 

rata f or 1983 was 55' % in contrast to the resulting rat. of 80.8 

X). Tho "gradu~ii9t" ~pproach, which relied mainl y O~ real 

exchange rate appreciation, the postponment of public sec:tar 

price in~reAffieg and wage repre5sicn~ 'yielded mD~ge~, _re5ult s as 

well. It would seem that the dynamics of the inflation a ry 

procmss in Mexico had acquired similar charact~ri5tice to thosu 

provi~i 1 i ng in othor Latin Am.rican countris5, 

"proclpc:tiv:ity" of star1d a l"'d stabilizat.ion meas ur'es was no'tably 

-5.3% versu~ p~ojDcted zoro g rowth. 

lIoxc:hangs occurred i n mid-1985, ini, tial 

$rcctac: ~ l ar achievement G of the external accotJntm w~r· e r~pidly 

away by an : appreciating (tht)ugh st i 11 L\rId E'l I' V,,\l l.l <~d) 

fl. :i·Oh t . 

7 



more "than anticipated can b" found in three el em~nt&: 1) thE' 10)'1 

degree of elasticity between the reduction in publ ic d e ficit and 

the rate t1f inflation, which implied that ths conb-act i on el f thr~ 

defi cit in rea l terms was more drast ic th a n the reduction in the 

finanCial deficit; 2) an undere.timation of the contractionary 

effects of a real devaluation on ccn5unlption and inv8stm~nt; and 

3) a~ underes timation of the degree to which private investment 

would follow the downturn in public inves tment. 

The year of 1986 witnessed another drastic decline i n 

inte~national oil prices which reduced oi l income from abroad by 

almost half. The supply sh ock resulted in another year of 

negative growth and an acceleration of inflation (Table 2). The 

mi Id recov~~ry which started in 1987 was jelOpardi o:ed one more time 

by f i narll:i al inDtability as capital gain s from a highly 

profitable stock eXChange (the highest in the wdrld a(' the time) 

were cashed in and e>:c:hanged for doll'lr s in face of a reIa"lively 

appreciated exchange rate (though still undervalued by any 

measure) and declining " domestic interest rates. 

The evehts at the end of 1987 made the gov e rnme nt part frem 

gradualism and undertake a heterodox package in which f isc a l 

string'mc::y i ,-., c::ombined with wage and price freeze;;:.. 

freezes h ave been the result of some negotiation procedure with 

the var i OlH'~ interest groups, they are currently c,d 1. e d 

One c:har~cac:tej'i!::)tic: of these cr·i~~i.s ye a r s whic.: h ~hou ld b e 

8 



" of thE! world. Acc:orciing 1:0 thE> ini.ti.al agn" ~Bm~mt si(]rH~d with th .. 

1M!" the c:oLmtry WielS t.o r<~dL\c:e i t.s C:UCTent accm,mt [Jet i c:,[ t dl.!r" i nq 

Elot.\rp 1 LIS. 

What is worrisom~, however, 

begins to Brode th~ private sector rac~ivos thl! Ineffit;age tha t the 

c:ount.ry l' C ' ., onr.:e 

is undoubtedly danger"ouG to the economy~ as growth accomp~n le cj by 

' pri~e stability will probably net be resLlmed en a GUSt~ itl D(1 h~g i ~ " 

if the country continllously has to tr0nsfer par-t of it~; sav j, ng t o 

the rest of t.he world. 

2. The performance of non-oil experts during t h e 1983-87 p 2rio[J, 

are ttlera any signs of an export-led grcwtt,? 
.... ,.' 

As wo nlentioned in the introd uctio~t the per·fcr fnarlce of rlC) h--

oil ~xport.s (especially manufacturing exports) during the 1983-86 

,to i:U' OLtb'liC,rci'-'l cmki no path. On 

manufactuf"ing . ~xports have grown at close to 20 percent d \Jrir19 

t his period. In 1986 and 1987, after the drastiC: reduction in the 

int~rnational priea of p.trol~um, thEir valu. exce.dad t.hat of 

policies follc]wed during the adjU!ltm~~n 't pr'ogr"am especially t he 

CCJrrG~C:t. t·l':~ ialiqnmt'? nt. (:Jf I,".;'! l (!:,tivc:~ PI''' :iC::E~~~) (pi:o,rtic:ul,;Rrly thn c:1 :·: clli~\n(Jm, 

CENTRO DE DOCUMEm'ACION 
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rate). in the ri ght direction. A closer observation o f th£~ 

p a t tern fol lowe d by ma nufac t uring Dxports an d that of three c thmr 

cruciAl var i abl~s s uch a s the exchange rat~ ~ 

nnd the size a nd ccmpo~ition of investment, ~owever-~ cast s q LJito 

a bi t of d o ubt on the assumption that Olltwar'd orierl led structlJral 

adjus tment h2S been t a king place. 

On the one han d, ons observes that non-oil e xports have been 

counter - e y el. i (;<:11: that is, the growth rat.~ of these e>:port!; m(")v <!'s 

1n the opposi te direct i on to that of total output when ye~rly 
• 

This would seGm to i rldic a t e two 

thing n : fir6t~ that the striking performance of expor' l ~ is 

c ssoc io'tmd more with a contractiOfl of th~ domes·ti c marks't t h an 

and Dutput growth is app a rentl y not holding. Th e count er - cycl i cal 

~hl"Cll.lgh 10 ) . 

The re lation bptwe en non-oil ~xport5 and tt,e r eal exc~l~ng8 

rata h a s t h e ri ght sign (i.e. , wh 8n the rcal exchange ratA 

app r oc: i ate$~ non-oi l export growth ~;l ows down and vice versa; ~~Rm 

81" arh 1. ). NevE::-rt. h f.~l eS5, as the net effD~t of real deva lua tiorls 

1I .. L.l ">ti~l and 

" 
. Ros, McLe od and Sh cmh ey, 19 80; Edwa rds, forthcomin g ), t t' l~ 

pe rf ormance of expc)rts "lay res ult more from the cQntractio ~J of 
> 

Otd:,PI.I"t, thEm U1f~ I"p lativp. price e ffm: t indut: Qd by a 

!f' i7. h C!Di'''Y , 

1.0 
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." 

exparisi on in the trade",bl e sector. If exports are considermd 

profitable, private entrepreneurs shoul d re-inveat thgir profits 

in the .ame sector and, thus. ·a new dynamic int~raction b e tween 

e!:':ports, i nv<mtment and output growth !;houJ. d be establ i sh ~?d. 

However, in recent years there is no indication in Mc~ico 

that e}:pcw· t. ~; are a.n incent iv(~ to gros!; capital formation. On the 

one hand, total private investment h as grown on average at a 

negati ve r~,te equal to -6.3 % per annum between 1983 and 1987 

(see. Table 3 ·). On the other, at least until 1984 (the last year 

for' 'which we have data) thIs negativ~? per'fo,-m a nce has been trw"· 

for practical ly all of the manufacturing sectors (Table 5), 

including the great export performers of the period such as 

Machinery and Eql.lipment ( S('?El Table!s 5 and 6). 

Given the pattern of capite\l formation it WOLlld seem that 

the positive performance of exports since 1983 is possible thanks 

to the productive capacity generated during the investment boom 

between 1978 a nd 1981 (ag ain see Table 51. 

The composition of exports indicates a shift from the 

t~'adi ti emal export. (food produ~t. and textiles) to 

tra.di ti anal mc'lnufactured goods such li16 b&\si t~ metal s ., machi nery 

and equipment (51?' Tab 1 e 7). this shift i . net 

pr~sent in t~e current irlvestment structllre as far 8S one can 

discerr, from the beh.lVior of gross capital fot"loation by !;;ect.or 

bet.w~)en 1982 "nd 19a,q. . 

As .far' a s the current account . gDeg~ the so mlJch celebratRd 

pe rform,m c e of U.1il Me>: i c.;:an e~~ 'tern .:.\l. S~~ctOI'~ i s also th "~ 
I 

c: one)(HqU(·~nc.:~~ Clf thE! CClntl··"1I:ti on :in i fliP 111· t: "; ii\nd nClt. Cln~ y t l""~ 
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direct rCZ' 'Sult o·f the dramatic: reduction in gr~oss inv€~stment 

Tablos 2 ~nd 3) which reflects itself in a conside rab le declin~ 

Al though B superficial ob.ervation of the n e t-export to 

grOG'; v €l 1 Lie of product i on r ati as by sector l. e ad!; to th e 

cone: l '"' l~) :i on t.hat the manuf actur i ng sec,t.or has bec ome !5ubst c\ITt-. i all y 

less dopo.nd ent on ·i.mports (see Table 8), after 1982 these ratioB 

haVE' b r,!en calculated for levels of capacity utilization t .hat ",r e 
• 

SL,bst ,\ntially lower and for a p.,riod in whic:h cap l t'~l. form<'l.ti.on 

it is premature to assert that t h e 

mantAf achll" i n9 spc:tor has become 11"55 dc~pendEmt on " non-c:ompet. i ti va 
.. -. 

impOI"ts for each additional unit of exports. The r.pi d 

det.el"i.oration of -the bal,,"ca of trade just as sobn a" the economy 

st" ,"t.s t o r C;!C over Lmfor"tLInately is a sign which "contr ;;u:J ict:, t .his 

(see the p e rformance of trade during t.he 1984-1 985 

In all fairnes . , one should .ay that cxternal performance in 

19S7 has been ' slightly different from that of previous y.ars . For 

the first time since 1983 exports have incre.sed at the BamB t.im e 

that output growth, though small, has been positive C.e. Tabl e 4 

it i. too early to say wh e ther th is 

, 
d ~pend on th~ bD!'lavi or of e xport5 and inlp or t s once sU5t~ i~ eri 

12 
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3. Ccinc:luding r- a marks 

In s pit. of the five years of .~ver. adju&tment s ince j ':; H3 

(as shown by the size in the current account b al.rlc:e in T£lbl., ! 4 ), 

the M~xic.n governme nt h.s no t rid itsel f of 

dl 1 emmm •• Sustained growth with some degr ee of pric:e stabi l ity 

cannot be obtained without s ome 8xchange rate arpreciat ion (which 

has occurred under .11 the dis i nflat i onary p ac ka gea tried in 

and a reduction in the domestic re. l in terest r at. ( tn 

encourage investment,>. 

on the one hand, real exchange rat~ a ppreCii\ t iGn 

gi ven wh",t we sai d b(~for' e in ter'ms of 

performa nc:e, would p~nbably result in a reductinn of the irMde 

surplus. On the other, ever since the debt crisis started i r, 1982 

se~tor has r ' eGPond~d v e r y rapidl y t o any s i gn ~ .c. o . 

undervalue d by any ~tand ard) and to erosion of t he trade s llv'p l u5 

with ·capital flight. 

This 

(or- changes i n fOI"·eign reser-yes i l~ d epp.nder'tl.y o ·f ·their~ sj. z e) on 

tho private 5~ctor has c urtailed the d~g r e~s of 

~ freedom for pol ic~ management of growth. As a re6ljlt~ ther ~ i ~ a 

negative feedback to private sa~tor e):pect~tions of fut.L .... '" 

in turn, del "ys furth.;," n<.1 

growt h in fact c~cur D . 

th u con~traint impos e d by the e x tet'n a l sector i s r el a xpd= 

would p~~~ r· mit'. I'). dE'!t:lin E'~ of t he tr-,~,d e 'r.f ~ ,lrpl~_I 'Gj. , Vlhic,h i m n rl il i:ur~l 

of wi.1":.hout 



~ . 

destabili zing ~ D.pon.e. ih the privata capital account . 

In t l,i s sen s e the majc)r constraint t o break tho "imFJaSse " 

and l aunch a strategically outward- oriented gr owt h sch eme is t he 

burden imp osed by the e xternal debt. I t would seem that ur'1~$8 a 

fundamental solution to this constraint lD fou nd , the growt h 

pros p ects for Me xico ( a nd for man y othe r developi ng countr' ie~) 

are disturbingly gloomy. 

I . 
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lABH 1 

PERfOR"ANCE Of THE "EXICAN ECONOMV 1960 -1981 

1961 -70 1971 -75 1976-77 1~7G-OI 

neal tI;tiona! InIGo .. 
(annU<l! :.' o"lh) 
lnvc,t,Qlt\ Hatio (1 GOP) 
Urban Ullco, lov",nt Rat .. 
P. oal Mli < ",<\or SUI'p lus (I GOP) 
[,tor'nal Curr .. nt Account 
(billi ons of doll~r') 

lotal For'i9~ Debt (,nd of 
ver iod)(bi lli ons of do llar,) 

Total GOP (annual gro.th ratrs) 
Agri tultl]t! 
OJ I i n,lu, try 
Ilon-Oi I Indus try 
ComBer t' and S,rvit.s 

~o"esti t [,v,nditur" , Exvorts and 
report s (annual grotl\h rates) 

Privat, Con suoption 
Pt'~h J; CO!lS~O?tiM 

rr' i\ '~lc In,'cs tocnt 
rC'ihnti al 
rtf,or 

P!r~li t lnvo,to/.t 
E"porls (~"ods and s,rvi c,s) 

Oil and ll<1t ural Gas 
Non-Oil Goods 
£orvlc(l~ 

!.p~rt\ (goo ds .nd s,rvites) 

7.a 
17.5 

-0.5 

7.0 

7.01 
3.8l 
8.31 
8.51 
7.U 

6·6~ 3. 0~ 9.5~ 

20.3 !9.9 22-& 
7. 2 II 7.7 12 5.3 

- ~ , 2 12 63,(, 

-202 -2.6 -6.7 

20. 2 29.0 75. 0 

7.21 3. 4J 8.5% 
3.01 4. 2~ 4· 2; 
a.sl 9.21 18.9~ 

7 . 0~ I·e: 9. U 
7·31 3.n 3.31 

~·9K 3.211 7.8~ 

to.9Z 206~ 9 . e~ 

515~~ -Q.~~ r;.I~ 

c.cx 3.0il 3 . !1 ~~ 

3,5~ -3 . tK 20·011 
t 3 . 4~ -7.U 20011 
d.n IS· oK {j. (I:t 

1 9·1~ dO. O~ 5[, d~ 

2.4% 7.3% 3.IK 
5.9& 1 909~ 5011 
8.2~ -4· C~ 25.9~ 

~l'i ce;, IJo~os and [, chang ' Rates 
ConsI'o,r Prit es (annl,.! gronth) 
nverage P.oa l Ilag' (annual gtonth ) 
Froo P.oal l: "& hi\n~ ' Roll 
097C,IC9) , 

2·aa I2.0J 22.2i 22 .. 1~ 
•• 3lll d.n 4.n M il 

COUN(I!';: Banco de n'l}li[D, 01'055 Dooestic P rD ~ ll ct t\ i'n1 E ):p e ilditt\l'~, 1 %O~ 19"7 . 

na.t o do M"ico, nnnual fl 'ports, ,.v,ral yoa rs. 

!I 1975. 
21 1977. 

£"rota.ia ~o Progrco,don y ~r' o \"?ij C~ to, tlati onal A!!o \l~ ts ! 970 -19~,1. 

Socretar ia dl! Pl'ograoac ion V Prl!Sl!Pll~ljto, Cutr'(ln t Inror-mJtiol) O :.l llal;~ilsi 

£c'./o ra l yeai~5. 

31 rJiniClllP.l r !! tI! t,a g~. 

CEl\i'TRO DE: Doct:rMEN'rACrOl\J 
Cff/JRO DE [STUDIOS ECClNQ~CoS 



TABLE 2 

P£RFOR~ANCE OF THE HEXlCAtl ECONOMY 1980 - 1987 

~-~~~--------------------~--------------.-------------------------.-----------------.----------------.---------------------------------

1981 1992 1933 1904 1905 1986 P 1937 • 1933-37 
--.-----------------------------------------_ ... ------------------------------------------------------------------~------------------- -

-R'al GOP 
(onnual groHth tatc) S.O -0.5 -5.3 3.7 2.7 -3.S I.d 
In" ,,to,a! Retio 
(1 910 prim) 21.5 19o1 15.1 15.2 15.7 U·S n'Q' 
Urban Un,o~loynent Rate 4.2 4.1 6.9 5.7 p 4.d P 4.3 p dol 12 
~coinal FiDen ei al Deficit 11 14.3 17.6 9.0 0.7 10.0 16.3 1709 
Aiusted Opera tiena l Doficit 11 11.0 12.5 5.5 3.7 3.59 4.16 n·a· 
Elit,. nal Current Accollnt Dalanee 
(billionl of dollarl ) -12.5 -d.9 5.3 4.2 1.2 -1·3 3.6 12 
Amo'Jlahd fotoi jo Debt (.nd of 
te riDd . ~illi~n! of U.G. do llarl ) 
E,tioate 01 13 79.7 91.3 98.Q ~a.s 101.6 10d.0 n·a· 
Estiol ta ~2 10 n·a· 87.6 93.83 %.6 ~7.3 p 101 .4 p n·a· 

Prices, Hagel, lnt,r,st nate! and 
Forei~n f ~ cha~g~ Ratcs annual gro"th rat,! 

Consu •• r Pri ce rn~ali 

(8v,rag. annua l rotc) 27.9 58 .9 101.9 65.4 57.7 86.2 131.S 
(Die. to Die. ) 26.7 93.8 80.8 59.2 63.7 105.7 159,2 

Real nverage Wage d.2 -204 -2b .5 -4 .9 1.0 -9,9 ~5.5 

rea l Mioi ot'Q flag. lob -11·5 -16.9 -6·7 -1.2 -S.5 -6 .5 

Real E "e~aoge Rate 15 indie!! 
(1970=!00) 90.8 124.2 133.3 l1o.s 106.2 156.4 170.4 16 

Real Interest' n,te 17 3.1 -25.2 -3.8 .·6 5.2 6.3 -d . 1 

S~'Jree,1 Baoco de Ile~ico, honGa ic Ind ieolo"" Die. 1 ~81. 

Eeonoa!e P.p!icada, 1983 , bils ed on th, don,a,ot 'Criteria of Econooie Policy for oll i l i.I' oO tho 
la "1 of r..".nu., aod t. ~ e Fedoral E r.~ ' n a i t" •• ! Dudgel', 1901, and the 'Pact of Eroneoi e SOlidarity', 1937. 
11:,61 , ",onoole Itatil\'c, published in 'n Finaneiero', nareh 23, 1980: Total GOP, G9" by e"penrli tnre 
a"d orig in, 1937. 
m~r. l ,Sr p, tlati onal C.nsns on Urban E.plove,.\: unor.~loy •• nt rat. ~et.een 1981 and 1~83 . 

Snr.!"ria de PrograMt!on \' Pre \~p" esto, natiDnal AeID"n!!, "vHal years. 

11 ~s a perc.ntage of GDP. Panco de ~exicD, Annual Report, I~S'. 
21 Vata "~ tD Octob.r 1937. 
31 [,t loalo don. £conooia Aplicada , 1'33. 
4! [stioat, by th. G,o.;-.J Of fie, of Pu~1i[ Finance Planning. 
51 This ir.d~:: is c<1 l pj! . f.d a; t~e 1011 0<1;"9 ratio: tlotld price indo; (an .vor'~' of th o CPI', of 133 cOlmlr-ies) 

d i 'i~cd ~ y t ~, r, alio ~ al .0.",·OP.r pr ice ind" . 
'61 Gin;lo av.ra9' 0: ncnthly Gat". "p to Octob,~, 1987. 
71 ral(uto c~ on til, basil of t h, av,,·~~c interOlt rat. on savings d~ P "5 i ts and t~e De~, -to 0". !nHa\,ion rat,· 

av"a~ , ,nnual g r-O'1 t~ 

-O ,liZ 
simple . v,rag! 

15. 1 
50l 

4.2 

2.6 

tot.l che~g ~ 

6. [K 
8.1~ 

.verage annual gr,,, lh 
c~) .m~ 

~n.6it 

total ch'ng' 
-370411 
-3t1. 5Z 

aVHage Mn"a l g,nl1 th 
27 .S:1 

!;D~I, a'- era~~ 
I.d 
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TABLE 3 

GDP BY EXPENDITURE MID O~IWI !q3! - 1987 
(1970 p~j ce<:) 

-----.----------------~----------------------------------------------------------------------------------------------------------- ---- , 

1981 JQS2 1983 1904 1905 1936 p 1937 P 1983-87 _____ ~ ________ w ________________ ~ ______________________ _____________________ __________ _____________________ ~_ • _ _____ _____ • _______ _ • ____ . 

growth tateG D'.'O!'flQ ' an"".l 9tOI'lth 

Private Con'""ption 7.3 I. I -705 2.5 2. I -5.5 -1.4 -2 .0 
Public Con>l!~rtiQn 10. I 2.4 -1.3 6.0 1.3 1.3 -1.0 \.,) 
Grosl Fi,.d Inv. ' !D.n! 14.7 -15·9 -27.9 S.l ' 6.7 -11 .7 -0.7 -6.6 
Pti \·~t. Fillod Investa,n! 13.9 -17.3 -24.2 900 13.4 -e.G 2· I -6.3 

R.sidontia l 6.9 2 •• -•• 2 4.9 5.9 -ZoO n·a· n'OI 
(lt~H 17.2 -25 .8 -3409 1M 19.5 -13.3 n·a· fI'i!' 

Publi c Fi,.d !nv . s t~ o nt 15.8 -14.2 -3205 0.6 -4.4 -t6 . ~ n·a· n"a· 

Tota l EKP Otls 
(goo~1 and lorv ices) 6.2 13.1 11.5 10.5 -2.6 5.2 12·2 7.2 
Oi I and lJatutal G~ s EHPOth 31.0 33.2 1.7 -1.3 -7.1 -10.9 3.S -3.1 
tloo-o i l E'ports (goods) -2·3 8.4 25.4 20.2 -1.1 20.8 !'I ·a· n.a. 

Tolal I ~potts 

(goo ds and sorvi c,s) 20.3 -3701 -41.1 19.7 11·0 -12 .2 3.5 -6·8 

• To t~ 1 GDP 8.0 -0 .5 -5. 3 3.7 2.7 -3.8 1. ~ -0.4 

A~f'i ctllt uta 6. I -0.6 209 2.5 3.8 -2. I 1.6 J,7 

tE ni ng r',ld Ol'anl'in~ 11 1001 0.3 -Sol 2.7 4.2 -d. 1 n.a· !'loa· 

Cil In(:ust'ey 21 16.5 8.0 1.6 2.7 -0.8 ~ ~. t1 rl ,a· n,B. 
I!c~ u f a c turlng 31 6·6 ~3.0 -nol I..ij 6.3 -6.2 2.0 -~.~ 

P'ltablc fon'uoa, C,,1s 9.6 -11·2 -20.6 3.4 11 · 7 -11. I 14 .3 -!.d 
Non-d',n'[~ " r~n SoMt Goods 6.0 1.0 -3. 6 2 ~ ~ 3. ~ -1 ·3 -1,8 0.0 
CavHal GD{)~$ 12.7 ~ l d.3 -25.3 8·9 14 .0 -12.0 3?.O 0.5 
lntcrcadiate' Good, 7.2 -3.0 -6 .a 7.2 5.6 -d.9 7.2 1· (-

Constructi en lI.a -5 .0 -18.0 3.4 3.0 -9.1 1.1 -~. ~ 

f.!oct,icit 'l 8.4 6. 6 0.1 7.4 8.3 4. 7 3.8 d.9 
E~fl'vi tcs 709 0.2 -4 ·6 3·5 \.d -2.6 Tl·B· r..r:h 

SO tltce, ! R., •• la.l. rt. Progr'oacion , Prelup"osto. Nation,l Accotlnts, , ••• r.! , •• ts. 
Danto d. lI. ll CO . Er nnonlc Indicators, Doc. !937. 
r J]CO de Melico. I ndu~t.ial Ind ir.atofs , I.vera! ,.ars. 
P",i~rnci . de h P.c p',' ~li", O.notal Cri t.ria of Economic Policy, 1984. 
I~ : ij\, nl o~onic slalill l'l pohlishcd in 'II Financ icro', Marrh 23, !988: Total ODP, EOP by •• ,.nditor. and ori gin, 1 ~37 . 

11 Eli cl lh1c!: rer.tct C&, I! ~il an~ r';lt l\ral Wit, P.lltril!:t ion·. 
21 !ndu cl e~ r ~ [to ;' ~/~~ ~1 tlt1 ~d, O"il l':"Jrt liot\,r-a l ~~S (!xtract ion M, 'oi l rr.fjl1hT~' arid 1! ~J s ic p e t ro( ~ e[1ic~l!)lI, 

~/ £):C!{~h5 foct !H' J~ i ~'~ :~, "(lii refird n1n imrl "b .1S ic: f(ltro( h (\£l?, !: a '!) ~. 
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TflSI.E 4 

FOREIGN TRADE MlD THE BAlMJC£ OF PAVnErJTS 1 ~3 1 -!'l3? 
(billions 01 clIr rent dollar. ) 

---~------~ --------.~-------------------------------------------.--------------------------~----------------
1961 1962 1983 l~a4 1985 1 9i1~ I~07 I I 

----------~------ --------------------------------------------------------------------.------------------~,~--

('port s (good, and service,) 29.1 27.3 27 .2 30.1 27.6 2M 20.5 
Oi I 14,\ 16.5 16.0 16 .6 14·8 6 ' •• 6.6 
Other Priaary Goods 2. 2 1.7 1.7 2·0 1.9 2.6 \ . 6 
Man uf acture d Goods 3.1 3.0 4.6 5.6 5.0 7.1 7.2 
S,rvi t', 9.7 6·0 4.9 5.9 5.9 6·0 501 

'Maquiladoras' 1.0 0.9 0.8 1.2 1·3 1.3 1.1 
Tourism 1.8 1.4 1·6 2-0 1.7 1.8 1.8 
Dord,r Transactions 4.9 2.3 101 1.3 1.2 1, ? 0.9 
Other S, rvi cos 202 1.5 1· 3 t .5 I. B 1· 7 1.3 

-lm, ort , (goods and "rvices) 34.4 21 .6 12.8 16.2 18.5 16 .3 12.4 
Con,", .. ~oods 2.9 1.5 0.6 0.8 1·1 0. 0 0.5 
('n to rood ia!, Goods 13.7 8.4 5· 7 7.8 9.2 7.6 6·4 
Copi tal Good\ 7.4 4.5 202 2.6 3.2 3.0 1.0 
~crvicel 10.4 7.4 4.2 5.0 5.3 4.9 3.7 
TO·.~f i~o 1.6 O.S 0.4 0.6 0.7 0.6 0.6 
Dordc. Tran,actions 4.9 2-d 1. 1 1·5 1.6 I . ~ 1.1 
Oth,r Sc r\'im 4.3 4.2 206 7,.0 3.1 2·8 2.0 

B~ la~ lQ of Trc~~ -5.3 5.4 14.4 1M 9, ! S.7 801 

-Interest PaVMnls Dn Foreign Debt 6.4 11.3 10.2 11.7 10.2 8·3 6.0 
+Other Incooa F r ~~ AbrOAd 1.1 0.9 I. ! 2. t 2.3 1·3 1.5 

Current Acco llnt Balan" -12.5 -4,9 5.3 4·2 1.2 -1. 3 3.6 

Net Long-ter~ Ca~ital Inllon 11.7 10·4 7.~ 3.6 0.3 0.9 4.2 
11,\ S~ort-tQta Ca,it .! Inllell 10.2 -\.7 -8.4 -3·6 -).8 1.4 -O . ~ 

Errors a' ~ Cooissi ons -a.~ -B. 4 -0.9 -0.9 -2. ! -0·2 0· 2 
r.~nl; cf MEl l/ito 1.0 -4.7 3.3 3.4 -2 .3 1.0 7.8 
_ _ _ _ _____________________ ~_._~ _ _____ ~ _______________ _ _______ _ ___ _ ___________ _ ________ M _ __ ~ __ _ • _______ ___ _ ___ _ 

S:u!'r,c: Paneo de Mexico . Ao. ual R~port , severnl y"". 

II Pata lI~ to O( tc~ ' r , 1937. 



TABLE 5 
! 

SECTORAL BEH~VJOUR OF GROSS FlIED INVESTMENT 1975 -1 984 

1975-84 1978-01 I~02-8~ 

annual average growth fat~ s 

Sector 

1. Food, e~ve rages , T.bacco d.7! 25. 3J -9 .3~ 

2. Te.lile" Appa •• l, L~ath!r 18.S% 55.3! z.e! 
3. Wood Product, -1073.Q% 3d . n -5S. 5a 
4· Paper, Printing, Publi,hing 3.5% 21 . a -56·U 
5.1. Ch,micall, P~trochemicals, 

Rubb~. , Plastics -3 .d! 17 .oa -43.4% 
5.2 . Cheoicals , Pelroche.icals, 

Rubber, Plastics, Oil 
D,rivall, 24 .4% 3a.dt -60.4Z 

6. t~o~-N,lallic Minera! Product< 5.3:4 d7 .0l -17 .6% 
7. BM,i c notal Prodl"t, 3~.3% -0.6% -57 . 9~ 

8. netal Products , Uachinery, 
E ~'ji~m'n\ 5.71 35.6! -36.5% 

9. Olher Manufa cturing Indostries -12. 3% 7.0~ -23.6% 

Soo.ce: H~re~n , f. The Dehav iou. of Manufacturing ['POtts and Imports ' 
1980 -1986, nashts' Thesis pr'm,tod at tho Coleqio do MexieD , 
19S7. 



nanu facluring Sector 

(annual g\'o~th ratel) 
1. foo d, nov.ragos, Tobacco 
2. Te,liles, Appa •• I, leath.r 
3. flood Produ cts 
4. r~~e., r.inti"~ , Pub l ishing 
5. ehODi cais , Pel., eheoi eall, 

Rub>'", Pl astics, Oil 
Op r-i vrlt fls 

5 , a ~ ~ i l Dnri v~ta~ 

S.b. ret.o,hooicu!s 
5.(- Ch~oicQl!1 

S.d. Rubber and Plalti c Pr,~"[tl 
6. tJon-ll,\allic "iMr"1 Products 
1. D05ie lI,tal Products 
7.a . Iro. and St,e l 
7.b. Metallurgy 
8. Motal Product" Machinery, 

Equipo,nt 
9. Other nanu!ac\u,ing Indu,tries 

Total nanufacturi ng [,pOtts 
Yo!al £'110.1\ 

TABLE 6 

MNUFACTURING mORT PERFORMANCE 1980 - 1986 
(calculated fr,. curreol dollar values' 

1931 1982 1983 1984 

-12 .U 4.2l 2041 13.41 
-9.9% -\1.11 Z7 . 3~ 43.9l 
2.4Z -12 ·41 51 .6~ 1?aa 

-5. 6% -3.611 -4 .3~ 29.0a 

31.n -31.0a 83.U 44 .0a 
'43.0~ -57 . 3~ 182.9% .S.6a 
47 . la -1 2.ea 11.n 10 0l a 
\1 .3Z -3 .4Z 42.2:1 20.4a 
5.91 15.7% 63.7' .17.0. 

-3.H 12.01 50 .6% 37.3a 
-25.0~ 265. 0K el . ~~ -o.n 

4.6K 75.61 181. H 19.3a 
-40.41 437.61 51.51 -10 .8t 

-5.Bl -0.71 83 .91 35.n 
3.51 -27.61 108.51 -0.5a 

1.41 -1·21 60091 28.21 
26 .?1 9. 3a S.1l 8.41 

1985 1986 1903-B6 

averuge an""al 
g,ollth .at. 

-8.6l 24 . 8~ 1 .3~ 

-29.3% 11.0% 22·0~ 
"'26.5;t 39 . 4~ 17.9a 
-lO.oa 59.3a 1 5.1~ 

-204~ -24.B~ 13.0a 
O,6~ -52.7:: 25 . U 

-33 .6Z - I O.2~ -6 . a~ 

-! O.9K 23.1~ 17 .!a 
-36.63 90 . 5~ 31.6a 

a.sa 19 .0. ZG·OK 
-27.eK 43.ta 16./3 
-36.7Z 8S.3Z M.o/,\ 
-21·2a IB .Oa 5. S~ 

-a .OK 5d .Zl 3S.7a 
-9 .1% -6.~~ 15.3K 

-8 .0a ZI.U 23.11 
-10.5K -Z6.0a -o.sa ~¥W ____ _ ____________ _ _ __ _____________________________________________________ ~~ _ ________ _ ___________________ ------___ 

C,}\lrcp. ; 11a .... , F. The D o~aviour of Ma.ufactu.ing ['norh and Import.: 1980 -1986, n"h .. ' Theli, pros,.led at th, 
Colegio ~~ r: .. i,o, I ~07. 



TABL£ 7 

COMPOSITlON OF MANUFACTURING mom 1980 - 1986 
(calculat,d from cun,nt dollnr valuel) 

----.-.-------.---.-------.----------.--------.-----------.-------------------------------------------------
1930 1931 1982 1983 1984 1985 1986 

----~------------------------------------------------------------------------------------------------------

Manufacturing S,ctor 

1. Food, Deve ragll, Tobacco n.a 19.81 20 .9t 13041 l1·S~ 11.n 12.2l 
2. Te~til", Appar~l, L~ath,r 6.oa 5.3l 4.4~ 3.5% 3.9lt 3.01 4.41 
3· Wood Productl l.n 1.7J 1·5Z 1.5Z I.rt ~ ! .t~ 1. 3~ 

4. Pep,r, Printing , Publilhing 2.6~ 2.4~ 2.3~ 1. 4Z 1· 4~ 1. 31~ I.Ot 
5. Chealc.i., Pet roch.oicall, 

Rubber, PlalticI, Oil 
Der iva t e, 27.71 35.n 24.% 2s.5W 31.9~ 33.8W 21.41 

5+ Oil n,,-ivat~ 1 12.8' 17 .sa 7.n 1 3. 6~ 17 ·sa 21.0W O. da 
S.b. Pnt rochcoic aJI 2.n 3.9~ 3.d~ 2.SZ 2 .3~ I.n I . U 
S.c. Chcni cais 11 .61 13.3a 1300% 11.6:1 10.8l1 If) ·sa 10.S' 
S.d. Rubber and Plastic Prortuct, Q.M 0.71 o.sa O.Ol! O .9~ O·M 1. 01. 
6. tl~n-H~tallit lI i~ eral Prcdu cts 3·93 3.6J dol l 3·n ~·U 4·n ~.93 

7. ~a\ i c l10tal rroduch 5.3l 3.91 1~.5Z 16.4S 12.n If) .03 1200% 
7.a. [)' on <lnd St, ~ l I.S! 1·9:1 3.3~ s.Oa S.4Z 3.n 5 ~ e3 

7.b . ncteJ !uruy 3 1 ~a 2.1$ lI.a 10.M 7 . 3j~ 1, .311 6.2a 
8. neta l Products, 11achinory, 

Eql\ i~o(? nt 2S. 311 26 . U 26·23 30.ta 31. 7~ 33.11 4~ . ?W 

~ . r,ther Mall .facturing lndustr'ies l .dJ 1.51 loiS 1 . ~1 I. U I·U o.r1 

To tal loo.oa 100.01 100.0t 100·OS 100. 0~ 100.01 100.01 

So\)r,,1 I,Jarman, f . The Dehilviour of r-Janufacturing Exports and Imports: 1990 -1986. Mps ter,' Thesil pr"en t ~ d 

at the Colegio de "e~itD, 1987. 



TABLE S 

,SECTORAL RATIO OF IIH EXPORTS TO GROSS OUTPUT 1980 -1984 

1980 1981 1m t~S3 1 9~1 

.--._----------------------------------------------------.--------------------------------

N.n~!acttlrin9 S"tor 

I · food, D.v.rag~s, Tobacco -3.1t -2.n c·a 2d~ 2 , B~ 

, . T~::til.5, Apr,,·.I, l"th.r -1·2% -3.n -2.n 6.4~ d.671 
3. Hood r r od~[ t$ -1.2a - 1. 9~ 0 .O2~ 0.03 6.9~ 

4. ropor , P l'i\1tin~ , Publish inq -25 . 3~ -2t,.9~ - ! 9 . 6~ ... t 5 .~ ;" -15. 7% 
5. r~ coif.~ ) ~, rctrOthccirels! 

P. 1~ ~·~Ct , rli\5t i { ~, Oi l 
D,d'tit.s -11.~~ -!6. H -16 ,2~ -o .n ,,0, i~ 

6. l:o;,-1I0·'. 1Ii, lIineral Products -1. 91 -3.M 1·4Z 1 5.2~ IS.d'! 
7. Cl\$i r. l1 ~t·!'\ l Product5 -63.1% -7 1.4~ -32.n 17.9~ - t,,(.~ 

8. 1l.lal Prcju'Co , !luch inery, 
tCjI.Iir-ocnt -ru, .6~ - 102.2' -C7,n -~?.n -,13.n 

9, Othor nnllllfacl uring Ind.ushie, ,,9.6% -IM% -7.~~ 15.2'is o.c. 

Tota! "",,' factur ing Enporh -27.71 -32.3' -22091 -rt .OZ -5.B1 

£D:JH et (·!·wn.:Il) : F. Th~ Behavi ot!r of Manufac hlri!l~ E): porh MI d Im,ods; 1930 -1~06, f:(lstc~f) ' 

Th,s is prolontod at the Coleglo de " '~i co, 1~S7. 
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GRAPH 10 
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