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DATE TIME GMr 

Jan. 16 1422 1922 
· Tues. 1643 2143 

1745 2245 
1815 0015 
1845 
2000 

2100 

Jan. 17 0800 
Wed. 

0900 
1100 

1130 
1215 

1300 

1330 

~ . 1340 
1400 

1410 
1430 
1530 

1545 

1615 

1645 

1715 

1900 
2000 
2100 
2215 

Jan. 18 0800 
Thurs. 

0900 
0915 
0945 

VISIT TO MEXICO--January 16-21, 1979 

Depart Washington (National) 
Arrive Miami 
Depart Miami 
Arrive Cana.m 
Arrive Casa Maya 
Presentation on rural development issues in 
Yucatan by Everardo Espino, Director Banco 
de Credito Rural; presentation on PIDER 
Program: Regional Development Strategy by 
Messrs. Alfonso Cebreros and Miguel Angel , 
Cuadra, Minis try of Progrannning and Budgeting 

Dinner (15 persons) 

Trip from Cancun to Henequen Zone, Ejido San 
Benito 

Visit Henequen Zone 
Trip to Chichen Itza 

Visit to Chichen Itza 
Trip to Santa Rosa 

Visit Ejido "Justicia Social," Santa Rosa: 
Cattle unit, horticulture facilities and 
water supply 

Trip to Catrnis PIDER microregion 

Visit installations and social work in Catmis 
Trip to Cacalna 

Visit Cacalna cattle unit 
Lunch 
Trip to Chacksikin rnicroregion 

Visit cattle rmit, \vater supply, school and 
rural electrification in Chacksikin 

Trip to Loltum 

Visit Loltum, Plan Chac for agricultural 
development 

Trip to Uxrnal--one-hour rest period 

Visit Light and Sound Show in U:xmal 
Trip to Merida 
Trip to Villahermosa 
Arrive Villahermosa 

Breakfast w/Governor of Tabasco--he will explain 
development issues of the State and results 
of oil development 

Depart for MUseo de la Venta 
Visit MUs eo de la Venta 
Depart for FIRA Coconut Oil Plant 

FA177 

Govt. plane ! 

i Govt. Guest House 

by helicopter 
(1 hour) 

by helicopter 
(30 min.) 

by helicopter 
(45 min.) 

by helicopter 
( 10 min.) 

by helicopter 
(10 min·.) 

by helicopter 
(15 min.) 

by helicopter 
(30 min.) 

by heli~opter 
(45 min.) 

by road (1 hour) 
by airplace (1 hrJ 
Governor's House 

by road 
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DATE 

Jan. 19 
Fri. 

· TIME 

1000 

1045 
1100 

1115 
1200 

1230 
1300 . 

1330 

1430 

1500 

1530 

1540 

1600 

1630 

1700 
1900 
1930 
2100 

0800 
0915 
1000 

1630 
1700 

1830--1930 
2100 

- 2 -

~ieet w/members of cooperative and presentation 
by Ing. Horacia Garcia Aguilar, Director FIRA 

Depart for Villahermosa airport 
Trip to Ejido Manuel Vuelta 

Visit Ejido Manuel Vuelta 
Trip to Ejido ~unu 

Visit Zunu y Patastal 
Trip to Ejido Remodelado 

LunCh in Ejido Remodelado--Ing. America 
Villareal, ]\.fi.Jlistry Agriculture, will make 
presentation of Tropical Agricultural Devel
opment Program financed by Bank 

Trip to RanCho de la Victoria 

Visit Rancho de la Victoria Tropical Research 
Programs as applied on a private farm 

Trip to Ejido Zapotal 

Visit Zapotal pilot project and its area of 
influence 

Trip to Industrial Complex Pajaritos y la 
Cangrejera, flying over P:EMEX, SOMEX, FERTI
MEX installation (private sector) 

Presentation on Industrial Ports and regional 
development project 

Meet w/PEMEX's officers on oil industry 
Trip to Minatitlan airport 
Depart for Mexico City 
Arrive Hotel Chapultepec 

by road 
by helicopter 

(15 min.) 

by helicopter 
(30 min.) 

by helicopter 
(30 min.) 

by helicopter 
(30 min.) 

by helicopter 
(10 min.) 

by helicopter 

by car 
Gov. plane (1 hr) 

Private breakfast 
Depart Chapultepec Hotel 
Meet w/Messrs. Ibarra (MinFin), Kolbeck, de los Palacio Nacional 

Reyes, Santana, de la Madrid, Herzog, Sepulveda 
and Pesqueira 

Meet ·w/President Lopez Portillo " " 
Meet w/other members of Cabinet: Messrs. Ibarra, " 

de la Madrid, Garcia Sainz, Cebreros, Oreysa, 
" 

Hiriart, Valdes, Ramirez Vasquez, Merino Rabago 
and Villarreal 

LunCh w/representatives of private sector: 
Messrs. Abedrop, Quintana, Garza Sada, 
Alvarez Guerrero, de Zamacona, Martinez Gomez, 
Legoreta, and Herzog 

Bankers Club 

Depart for Hotel Chapultepec 
Meet w/leading intellectuals: Messrs. Urquidi, Chapul tepee Hotel 

Rosernbleuth, Labra, Marquez, Cabrera, and 
Solis 

Press Conference 
Dinner hosted by MinFinance 

Chapultepec Hotel 
Hacienda de los 
Morales 
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DATE TIME GMT REMARKS 

Jan. 20 0830 Visit downtown Mexico City--recent arch- by car 
Sat. eological discoveries 

0945 Depart for Netzahualcoyotl by car 
1030 Visit Netzahualcoyotl, deprived urban area 
1130 Trip to C:immyt by helicopter 

(30 min.) 
1200 Visit C:immyt _ 
1330 Trip to Ejido Xicuco by helicopter 

(30 min.) 
1400 Visit Ejido Xicuco 
1430 Lunch in Xicuco 
1530 Trip to Ejido Macua by helicopter 

(15 min.) 
1545 Visit Ejido Macua 
1615 Trip to Ejido Begona by helicopter 

(30 min.) 
1645 Visit Ejido Begona 
1730 Trip to city of Guanajuato via San Miguel by road 

Allende (90 min.) 
1900 Visit histori~al town of Guanajuato Hotel ''Posada 
2030 Private dinner San Javier" 

Jan. 21 0800 Depart Guanajuato, arrive Ejido de Palo Alto, by helicopter 
.Srm. Aguascalientes State (1 hour) 

0900 Visit Ejido Palo Alto--drip irrigation 
0930 Trip to Ejido Crisostomo by-helicopter 

(15 min.) 
0945 Visit Ejido Crisostomo--small irrigation 
1015 Trip to Ejido Montero by helicopter 

(15 min.) 
1030 Visit Ejido Montara--drip irrigation 
1050 Trip to Ejido San Antonio de Penuela by helicopter 

(10 min.) \ 
1100 Visit Ejido San Antonio de Penuela--irrigation 
1120 Trip to Ejido Tanque de los Jimenez No. 1 by helicopter 
1130 Visit Ejido Tanque de los Jimenez No. 1 (10 min.) 

Lrmch · 
1330 1930 Trip to Leon Airport by helicopter 
1415 2015 Depart Leon Govt. plane 
1630 2230 Arrive Houston 
1744 2344 Depart Houston EA554 
2124 0224 Arrive Washington (Dulles) 

CKW 
January 11, 197~ 
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VISIT To· MEXTCU OT MR. · RO'BERT M'cNAMARA, PRESIDENT 

OT THE WORLD 'BANK 

JANUARY, t ·97 9 

TUESDAY, JANUARY .16: 

14:30 

16:45 

17:45 

18:4 5 

18:45 - 19:45 

20:00 

21:30 

Departure . 'from vlashington· on Flight EA 17 7 
bound for Miami. 

Arrival in Miami. 

Departur~ from Miami to Cancun on a aanco de 
M~xico aircraft (14 .passengers). 
Mr. and Mrs. Eduardo Pesqueira will greet Mr. 
·and Mrs. Robert McNamara at the Miami airp6rt 
and w~ll _ accompany t~em to Cancun. · 

Arrival at Casa Maya (FONATUR's Visitors' 
House in Cancu~). 

Time Adjustment. 

Presentation 6n rural problems in Yuc~tan. 
Problems related ~o the production of sisal. 
Mr.· Everardo Espino, Director General, Banco 
de Cr~dito Rural, · S. A. 

Presentation on the PIDER program. Regional 
. development strategy .. 
Mr. Alfonso Cebreros and Mr. Miguel Angel Cuadri, 
Ministry of Programming and Budget. 

Rest - Dinner. 



WEDNESDAY, JANUARY 17: YUCATAN 

7 .: 3 0 - 8·: 0 0 

8:05 9: 0 5 . 

9:05 9:30 

9: 30 9:45 

9:45 10:10 

10:55 . - 11:45 

11:45 - 12:20 

12:50 13:05 

13:05- 13:35 

- 13~35 

13: 50-· 

14:20 

14: 35 

B 1 Transfer to Cancun's Airport 

H 

. if 

H 

. B 

Transfer from Cancun to the sisal 
grow1ng .zone. 
Ejido San Bariito (Cattle Raising) . . 

Ejido San Benito 

Arrival at Ejido Sanlahtah~l~j 
Transfer from Sanlahtah to Chichen 
Itza fTyin_p; o7.er Ejido Cacalchen. /1 

. ~v'~ -~ l~t ' L~ · • • . • ..... 1'1....- L· . 
· Vls~t o~ Ch1chen Mrs. McNamara w1ll 
join the group at this time. 

Transfer from Chichen to Ejido Justi 
cia Social. 
Stock Breeding unit, fruit producirig . 
unit and . wate~ supply system. 

Transfer from Justicia Social to 
Catm.ls. 

Catmis. Tour of fac~lities an~ social 
w·orks. 

H . D~parture for Chacsinkih. 

Arrival at Chacsinkin ~ water · supply 
system, housing and huarache facto~y. 

Departure for Kakalna .. 

Arrival at Kakalna - Visiting the : 
fields under cultivation - fruit, 
corn, horchard - Chac = God of Water. 
Ing. Jose Lugo - Banco Internacional 
(Mexica.n Private Bank) explanation of 
the · p~ogram. Transfer 1n Min~ Buses 
tour of the fields. 



. ' 

. 14:55 

15:20 

16:50 

17: 4'0 

· 18:3.0 

19:00 

20:00 

21:0.0 

21:05 

22:00 

. ~ . 

1 - Airplane (A) 

H 

B 

B 

Departure from Kakalna. 

Arrival at Lolttim. 
Luncheon .. -
Program: 
a) INI - Leonel Vera 
b) FrRA· - Ruben ·c.orona 
c) PIDER Evaluation - . Arturo Warman 

·d) PIDER - Execution - Mr. Caballero · 

Departure from Loltum. 

Arrival at Uxmal. 
Pause in lodging faci~ities (Villas 
Arqueologi.cas) until: 

The State Governo~ Mr. Francisco Luna 
Kahn will greet Mr. and Mrs ·. McNamara 
and their party and acompany them to . 
the Light anct .s6und show. 

Light and Sound show in Ux~al. 

Transfer to Merida on a special Bus 
of the State Government. 

Arrival ·at Merida ,·s: airport. 

Departure for Villahermosa 1n the· Banco 
de ·Mexico Airc~aft · . 

Arrival in Vil~ahermosa were Mr. and · 
Mrs. McNamara ·are to be greeted by be 
State Governor. 

Accomodation at Quinta Grijalba, the . 
Governor' s Hous-e . 

Bus (B) Helicopter (H) 

NOTE .- At every location, tr~nsportation will be ~vailable 
for touring the areas · ~nd facilities under the respec
ti've programs. 

. . . 



Mrs. McNamara will not attend the first part of · 
this program. She will be leaving · Cancun at the 
same time but will be bound .for Valladolid .where 
the National Institution .for Ethnic Gro~~s : (I.N.r. · 
:tnstituto Nacional Indigenista) will make a pre
sentation .6n a program for assistance to compesino 

_wo~~n in spinning ·and weaving· workshops. Later on, 
Mrs. McNamara ~ill proceed . to Chichen Itza where 
she will visit the Ruins. 



THURSDAY, · JANUARY 18: 

0 
. o 8: o o - o 9 :,to 

TABASCO 

Breakfast. The Governor of the Stat~ of Tabasc6 
_will discuss the problems of · the ~tate resuiting 
from the deve~opment of the oil ·industry. (Boat 
cruise along the Grijalva River). 

o . o· 
09 : J O 09:1 5 B · Transfer to the Museum of l .a Venta. 

0 
09: 2 5 09:55 

09:55 - 10:00 

10:45 .- 11:00 

11:00 11:15 

1.1:15 12:15 

:1,2:00 - 12:30 

-12 :·3 0 -: 13:00 

13:00 13:30 

13:30 - 14:30 

14:30 ·15: 00 

15 .: 0:0 - 15:3Q 

15:30 15:40 

15 ': 40 - 16:00 

B 

H 

H 

H 

H 

H 

Tran~fer to the coconut oil plant of the co~ 
operative financed by F.I.R.A. Meeting with 
cooper~tive•members and explanation of their 
ope~ation by Mr. ·Horacia Garcia Aguilar, 
Director General of F.I.R.A. 

Transfer to the Villahermosa airport·. 

Transfer from Villahermosa{ to ejido _Manuel 
Buelta. ( ~, ~~'}. 

Tour of -the · ejido •· 

- Transfer · to ejido Zunu y Patastal. 

Tour of the ejido. 

Transfer to ejido Palomas, a tourist ejido. 

Lunche6n with the personnel -of the Under 
Ministry of Hydraulic Works, · s.A.R.H. A 
presentation will be made by Mr. Ferna·ndo 
Gonzalez . on the agricultural program· forth~ 
humid . tropics (PRODERITH) financed by the World 
Bank!/. 

Transfer to R-ancho de la Victoria·. 

~our of Rancho de la Vi~toria. Resea~ch 
. _ pro grams . . 

Transfer to Zapotal. 

Tour of the works urid~r the Plan for area · 
expansion - infrastr~cture - agricultural 
extension, cam~ sites _ and sewerage. 

16:00 - 17:00 H T~ansfe~ to the Pajaritos and Cangrejera 
Industrial Complex, £lying over the facilities 
of PEMEX, SOMEX, FERTIMEX, and .the private sector, 

-_ arriving at Minati tlan ' ·s . airport. 

11 · In the a£t~rnoon, Mrs. McNamar<}--, will ·visit the Ruins of 
Palenqae and afterwa·rds will f l y directly to Mexico City. 



17:10 A 

18:.15 B 

19:00 

19:15 

19:45 

'2 0: 00 - 21 .:30 

21.: 3 0 B 

Transfer to Mexico City. 

Arrival in Me~ico City and transfer ~o PEMEX 
Headq-uarters. · . 

Arrival ·to - PEMEX. 

Art explanation will be given on the project 
for in~ustrial .po~ts. 

Coffee break. 

Meeting with PEMEX officials on the past, pre 
sent arid futu~e situation of the oil industr~ 
in .Mexico. 

Registration in ' the Presidente Chapultepeb 
Hotel. 

., 



FRIDAY,_ JANUARY 19: MEXTCO CITY 

08:00 09:15 Private breakfast. 

· 0~:15 Depar~ure fr~m the Presidente Chapultepec . Hotel~ 

10:00 - 11:30 Meeting with Mr. David Ibarra, Minister df 
· · Finance. 

Att-endants: 
· Mr. G . . Rom~ro Kblbeck. 

Mr. J. ·Espinosa de los Reyes. 
Mr.: E. Olivares Santan~ . 
. Mr. M.~e la Madrid. 
Mr~ J. Silva-Herzog t. 
Mr. B. Sepulveda Amor . 

. Mr. E. Pesquei~a. 

12:00 Meeting with Mr. Lopez ·Portillo, President of 
Mexico. 

13 .:00 ~ 14:30 Meeting with other Ministers: 
Mr. David 'Ibarra,' SHCP. 
Mr. M. de la Madrid, SHCP 
Mr. R~ Garcia .Sainz, SPP 
Mr. A~ Cebreros, _SPP . 
Mr. J. A. Oteyza, SEPAFIN. 
Mr. H. Hiriart, SEPAFIN. 
Mr. P. Ramirez Vazquez, SAHOP. 
Mr. R . . _Fel.ix Va-ldes, SAHOP. 
Mr. F. Merino Rabago, SARH. 
Mr. Affierico Villarreal, _ SARI-I. 

Subjects for discussion: 
Agricultural development 
Industrial development 
Regional development 
Develop~ent of energy BOurces 
Middle-term outlook of the Mexican economy. 

14:30 - 16:30 r Luncheon with the Private Sector. 
· Bankers·' Club (10 persons): 

C. Abedrop, P~esident, Mexican Bankers' Associa~ 
tion. 
Bernardo Quintana, President,I.C.A. Group~ 
Bernardo Garza S_ada , President, ALFA Group (Monterrey) 
Alejandro Alvarez Gu~rrero, birector Gen~ral, . MASECA 
Lie .. Jeronimo Arango.~ Director _ General AURRERA Group. _ 
L. Guzman de Alba, President, CANCAMIN. 
H. Espinos-a Iglesias, President, BAN COMER. 
Guillermo de Zamacona·, President, CONCANACO. 
Juan Manuel Martinez Gomez~ President, CANACINTRA. 
A. Legorreta, Director General, BANAMEX. 
Jesus Silva-Herzog F., Coordinator. 
Eduardo Pesqueir·a, ~ordinator. 





17!00 - 18:30 Meeting with intelectuals: 

~(\?~ ~ 
])~.fl . 18.:30 - .1 .9:30 

' . 

21:00 

( 
. .Ar-

V. L. · Urquidi. · 
Emilio Rosenblueth 
Leopolda Solis. 
Rodolfo St~venhagen . 

. Samuel del . Villar ·. 
Pablo .Latapi. 
Luis Unikel. 
Javier Marquez. 

A draft agenda to be prepared. 

Press conference at· the Presidente Chapulte~ec 
H6tel~ ._Financial Newsmen- foreign ·press. 

Dinne~ offered by th~ Minister .of . Finance. 
Hacienda de Los Morales. · 



· ~ 

. . 

SATURDAY, JANUARY 20: .. MEXIco· "CITY 

. 1 ~~ ~4\- 't\\b 

08:00 - 08:30" 

08:30 - 09:15 

09:15 1"0 :. 00 

10:00 11:15 

11:15 12:00. 

. 12 :·00 13 :· 30 

13:30 14:00 

14:00 -."14:30 

14:30 - 15:30 

15:30 16:00 

16:00 16: .30 

16:30 - 17:00 

17:00 - 17:30 

1 7": 3 0 - 19": 00 

19:30 

2·0: 00 

21:00 

B 

Breakfast. 

Transfer to downtown Mexico · City. ·Visit 
of recent archeological diggings. 

Tour and explanation of the ar6~eological . 
findings. · 

B Transfer to Ciudad Netzahualcoyotl. 

Tour of Ciud~d Netzahualcoyotl. 

H Transf~~ from Ciudad Netzahualcciyotl · to 
CIMMYT- . · 

Visit .· of CIMHYT . 

H · · ·Transf"er from CIMMYT to Xicuco. 

H 

H 

. B 

Visit of Xicuco. 

Luncheon at Xicuco. Hosted by Ing. America 
Villarreal SARH. Governor Rojo Lugo and his 
wife will attend this ltincheon. 

Transfer to Macua. 

Visit of Macua. 

Transfer from Macua to Begofia. 

· visit of Begofia. 

Transfer from Begofia to the City of Guanaju~ 
to. 

Arrival in Guanajuato. 

Dinner. 

Informal tour ~f Guanajuato·. 
( Callejoneada ) 

1/ Aft~r visiting Netzahualcoyotl, Mrs~ McNama~a will be driven 
by car to Tula, iti order for her tp attend. the luncheon at 
Xicuco . 



. ' . 

SUNDAY, JANUARY 21: 

08:30 a 09:15 H 

09:15 a 09:4 5 

'09:4-5 a 10:00 H 

10:00 · a 10:30 

- 10 ·= 3 0 a 10:45 H 

10:45 a 11:15 

11:15 a 11:45/12 

14:00 

AGUASCALIENTES 

Depa~ture from Gtianajuato to Ejido Crisostomo, 
state of Aguascalientes. 

Tour or Ejido Crisostomo. Three irrigarion 
· wells. 

Transfer from Ej-ido Crisostomo to Ejido Mo~ 
taro. 

Tour of Ejido Montero. Trickle irrigation. 

Transfer from Ejido Montero to Ejido Estanque 
de los Jim~nez No.1·. 

Tour of Ejido Estanque de los Jim~nez No.1~ 

Visit t6 the FAIR of the state of ~uanaj~ato. 
Hog b~e~ding station-shoe f~ctory _ 

Departure form Leon to Houston. 

Mr. Nic6las Arditto Barletta and som~ members .of his party will 
come back to M~xi6o City in order to catch panam flight 501 bound 
for PANAMA CITY at 2:55 P.M . 
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ba~round · nolE___. Mexico 
department of state * d3cBmber .l977 

PEOPLE 

Mexico is the most po ulous 
S anish-speaking countr in the wo 
and the secon most populous country 
in Latin America (after Brazil). More 
than half of the people live in central 
Mexico. Many Mexicans migrate from 
areas lacking in job opportunities
such as in the underdeveloped 
southern States and the crowded 
central plateau-to the industrializing 
urban centers and the developing 
border areas of the northern States. 

Between 1960 and 1970 the popu
lation of the Federal District, which 
includes Mexico City, increased by 44 

PROFILE 

People 

POPULATION: 63 illion (January 
est.) ANNU GROWTH RATE: 

3.3% July 1977 ·est.). EI'HNIC GROUPS: 
an-S~anish (mestizo) 60%, American 

( Indian 30~Caucasian. RELIGION: Roman 
Catholic ~7 LANGUAGE: Spanish. 
LITERACY 65~ EDUCATION: Manda
tory ed. 6-1 • Primary students as per
centage of age grou · Secondary-25. 
LIFE EXPECT ANC : 61 ye • 

Geography 

AREA: 764,000 sq. mi. (1,978, 750 sq. 
km.); one-fourth the size of continental US. 
CAPITAL: Mexico City (pop. 7 million, 
1970). OTHER CITIES: Guadalajara (1.2 
million est.), Monterrey (1 million), Puebla 
(500,000), Ciudad Juarez (500,000). 

Government 

TYPE: Federal republic. INDEPEND
ENCE: First proclaimed September 16, 

OFFICIAL NAME: The United Mexican States 

percent-from almost 5 million to 7 
million. The northwestern region also 
had a sharp rise- 61 percent as com
pared to the national average of 31 
percent. Guadalajara, Monterrey, and 
other urban areas showed large in
creases as well. 

Education in Mexico is decentraliz
ing and expanding. A major attempt is 
underway to increase educational 
activity away from cities, and the 
increase in school enrollments over the 
past two decades has been dramatic. 
Education is mandatory from ages 6 
through 14 or until the primary educa
tion is completed. Primary em'ollment 
from 19()0 through 1972 increased 

1810 Republic established 1822. DATE OF 
C STITUTION: February 5, 1917. 

BRANCHES: Execu five-President 
(Chief of State and Head of Government). 
Legislative-bicameraL Judicial-Supreme 
Court, local and federal systems. 

POLITICAL ~A S: Institutional 
Revolutionary Par (PRI) National Action 
Party (PAN), Popular e1alist Party (PPS), 
Authentic Party of the Revolution (P ARM). 
SUFFRAGE: Universal over 18. POLITI
CAL SUBDIVISIONS: 31 States and the 
Federal District. 

FLAG: Green, white, and red vertical 
stripes. An eagle holding a snake in its beak 
and perching on a cactus is centered in the 
middle stripe. 

Economy 

GOP: $78.6 billion (1976). GOP PER 
CAPITA: $1,267 (1976). 

AGRICULTURE: Land cropland 12o/o, 
pasture 40%. Labor 39.5%. Products-corn, 
cotton, wheat, coffee, sugarcane. 

from less than 5 million to 9.5 million. 
In 1970, nearly 70 percent of the 
population between 6 and 14 attended 

INDUSTRY: Labor 33.5%. Products
food processing, chemicals, basic metals and 
metal products, petroleum products. 

NATURAL RESOURCES: Petroleum, 
silver, copper, gold, lead, zinc, natural gas, 
timber. 

TRADE: Exports-$3.3 billion (f.o.b. 
1975): coffee, cotton, tomatoes, fruits, and 
vegetables, petroleum, sulfur. Imports- $6.6 
billion (c.i.f. 1975): machinery, equipment, 
industrial vehicles, and intermediate goods. 
Partners- US 60%, European Communities 
(EC), Japan. 

OFFICIAL EXCHANGE RATE: 22.9 
pesos=US$1 (July 1977), rate is floating. 

ECONOMIC AID RECEIVED: Inter
national Organizations (FY46-75), $3.4 bil
lion; US (FY46-75), $1.6 billion in loans 
and $164.7 million in grants. 

MEMBERSHIP IN INTERNATIONAL 
ORGANIZATIONS: UN, International 
Atomic Energy Agency (IAEA), Inter
national Civil Aviation Organization 
(ICAO), Seabeds Committee, Inter
American Defense Board (IADB), Organiza
tion of American States (OAS), Latin 
American Free Trade Association (LAFT A). 



~8645 6-77 

Mexico 
-International boundary 

® National capital 

- Railroad 

---.Road 
~ International airport 

0 100 200 300 Kilometers 

. 0 100 200 300 Miles 

Gul·f 

Bahia de 
Campeche 

of Mexico 



school. Thi.s proportion declined 
sharply to 25 percent of the 15 to 19 
age group. However, according to 
some sources, enrollments at the mid
dle education level have quintupled 
since 19 55. Estimates of such increases 
suggest that enrollments will increase 
from 1.4 million in 1972 to as many as 
2.5 million by 1980. The proportion 
of the 20 to 24 age group attending 
school dropped to 4.3 percent. Be
.tween 1959 and 1973, enrollments in 
institutions of higher learning in
creased from 62,000 to 307,000. 

At the heart of Mexican cultural 
expression is its history and its quest 
for national identity. Contemporary 
artists, architects, writers, musicians, 
and dancers continue to draw for their 
inspiration upon a rich history of 
Indian civilization, colonia:I mfluence, 
revolution, and the development of 
the modern Mexican state. Artists and 
intellectuals alike emphasize the prob
lems of social relations in a context of 
national and revolutionary traditions. 

HISTORY 

An advanced Indian civilization 
existed in Mexico prior to the S£anis'h 
conquest of the area. Major Indian cul
g included the ~ the Maya, 
the ~c, and the Aztec. Hernan 
Cortes conquered Mexico in 1519-21 
and founded a Spanish colony whicli 
lasted nearly 300 years. Independence 
from Spain was prod ajrrgd by Ealn~r 
Miguel Hidal o on September 16, 
1810, and the Republic was estab
lished on December 6, 1822. Promi
nent in the War for Independence were 
Father Jose Mar{a Morelos; General 
Agust{n de Iturbide, who vanquished 
the Spaniards and ruled as Emperor 
for a short period; and Gen. Antonio 
Lopez de Santa Ana, who controlled 
Mexican politics from 1833 to 1855. 

Santa Ana was Mexico's leader dur
ing the conflict with Texas, which de
clared itself independentfrom Me;rc; 
in 1836 and during the war with the 
United States, declared in 1846. The 
Presidential terms of Benito Juarez 
(1858-71) were interrupted by the pe
riod of the Empire. Archduke 
Maximilian of Austria, who was estab
lished as Emperor of Mexico in 1865 
by Napoleon III of France, was de- · 
posed by Juarez and executed in 1867. 

Gen. Porfirio D{az was President dur
ing most of the period between 1877 
and 1910. 

Mexico's drastic social and eco
nomic problems finally erupted in the 
Revolution of 1910. Prominent leaders 
in this revolution-some were rivals for 
power-were Francisco I. Madero, 
Venustiano Carranza, Pancho Villa, 
and Emiliano Zapata. The Revolu
tionary Party, ~ various names 
and after a number of reorganizations 
(now known as the Partido Revolu
cionario Institucional-PRI), continues 
to be the most important political 
force in the nation. 

GEOGRAPHY 

The topography of Mexico ranges 
from low desert plains and jungle-like 
coastal strips to high plateaus and 
rugged mountains. Beginning at the 
Isthmus of Tehuantepec in southern 
Mexico, an extension of a South 
American mountain range runs north 
almost to Mexico City, where it di
vides to form the coastal Occidental 
(west) and Oriental (east) ranges of the 
Sierra Madre. Between these ranges lies 
the great central plateau, a rugged 
tableland 1,500 miles (2,400 km.) long 
and as much as 500 miles (800 km.) 
wide. From a low desert plain in the 

. north, it rises to 8,000 feet (2,400 m.) 
above sea level near Mexico City. 

Mexico'~ climate is generally more 
closely related to altitude and rainfall 
than to latitude. Most of Mexico is 
dry; only about 12 percent of the total 
area receives adequate rainfall in all 
seasons, while about half is deficient in 
moisture throughout the year. Tem
peratures range from tropical in the 
coastal lowlands to cool in the higher 
elevations. 

GOVERNMENT 

The Constitution of 1917 provides 
for a federal republic with a separation 
of powers into independent executive, 
legislative, and judicial branches of 
government. 

The executive branch is dominant. 
Executive power is vested in the Presi
dent, who promulgates and executes 
the laws of the Congress. The Execu
tive also legislates by executive decree 
in certain economic and financial 
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TRAVEL NOTES 

Climate and Clothing- The high plateau 
area around Guadalajara and Mexico 
City is springlike throughout the year, a 
bit cooler in winter, and a little warmer 
in summer. The Gulf Coast is tropical. 
The Yucatan Peninsula, .the area around 
Monterrey, and the US border areas are 
very hot in summer and pleasant in win
ter. Business suits for men and street 
dresses or pantsuits for women are ap
propriate in the cities. 

Customs-A tourist card is required. A 
smallpox vaccination certificate is notre
quired provided travel is not beyond 
Mexico. 

Health-Cooked food is safe for con
sumption; raw vegetables and tap water 
often are not. Medical facilities in the 
larger cities are good. A leisurely pace is 
recommended for the first few days in 
the higher altitudes. 

Telecommunications- Long-distance 
telephone and telegraph service to major 
cities is good. 

Transportation-Direct international air 
service from many US airports is avail
able to Mexico City, Merida, Guadala
jara, Monterrey, and other points. Bus 
service within Mexico is good, and the 
highway system is extensive. Auto rental 
also is available. 

Tourism-Tourism is Mexico's "industry 
without chimneys." Approximately 3 
million tourists visit Mexico annually 
and about 90 percent of them are US 
citizens. Among the richest archeological 
sites are Teotihuacan (with its famous 
pyramids) and Tula near Mexico City, 
Monte Alban and Palenque in the South, 
and Chichen Itza and Uxmal in the 
Yucatan. The National Museum of 
Anthropology in Mexico City is one of 
the finest in the world. Other important 
museums include the Colonial Museum 
in Tepozotlan, Chapultepec Casde, and 
the Museum of La V en ta at 
Villahermosa, Tabasco. The major 
coastal resorts are Acapulco, Puerto 
V allarta, Cozumel, and CanCun. 

fields, using powers delegated from the 
Congress. He is elected by universal 
adult suffrage for a 6-year term and 
may not hold office a second time. 
There is no Vice President; in case of 
the removal or death of the President, 
a provisional President is elected by 
the Senate. 



4 

READING LIST 

• These titles are provided as a general 
indication of the material available on 
this country. The Department of State 
does not endorse unofficial publications. 

American University. Area Hand
book for Mexico. Washington, 
D.C.: U.S. Government Printing 
Office, 1975. 

Fodor's Mexico. New York: David 
McKay Company, Revised An
nually. 

Fuentes, Carlos. The Death of 
Artemio · cruz. New York: 
Farrar, Straus and Giroux, 1964. 

Hansen, Roger. The Politics of Mex
ican Development. Baltimore: 
Johns Hopkins University Press, 
1971. 

Lewis, Oscar. The Children of 
Sanchez. New York: Random 
House, 1961. 

Needler, Martin. Politics and 
Society in Mexico. Albuquer
que: University of New Mexico 
Press, 1971. 

1-Parkes, Henry Bamford. A History 
of Mexico. Boston: Houghton 
Mifflin Co., 1960. 

Quirk, Robert. Mexico. Englewood 
Cliffs, New Jers.ey: Prentice-Hall, 
1971. 

Simpson, Lesley Byrd. Many Mex
i cos. Berkeley: University of 
California Press, 1966. 

Congress is composed of a Senate 
and a Chamber of Deputies. Consecu
tive reelection to the Congress is pro
hibited. Sixty-four Senators (two from 
each State and the Federal District) 
are elected to 6-year terms. The Cham
be.r of Deputies has 194 Members 
representing districts on the basis of 
proportional representation and 37 at
large seats. Minority parties receiving a 
minimum of 1.5 percent of the popu
lar vote in federal elections are 
entitled, in addition to seats won out
right, to 5 at-large seat~· ill the Cham
ber of Deputies plus 1 seat for each 
additional 0.5 percent of the votes 
polled, up to a maximum of 25 seats 
for each party. Deputies serve 3-year 
terms. The Mexican Congress is em
powered to legislate on all.matters per
taining to the National Government. 

The judicial system consists of local 
and federal courts and a Supreme 
Court. Supreme Court Justices are ap
pointed by the President and approved 
by the Senate. 

Mexico has 31 States and a Federal 
District Each State is headed by an 
elected Governor. Powers not ex
pressly vested in the Federal Govern
ment are reserved to the States, but 
the powers of Mexican States are 
much less extensive than in the United 
States. 

Principal Government Officials 

President-Jose Lopez Portillo 
Foreign Relations-Santiago Roel 

Garcia 
National Defense-Gen. Felix Galvan 

Lopez 
Navy-Adm. Ricardo Chazaro Lara 
Finance (Hacienda)-David Ibarra 
Programming and Budget-Ricardo 

Garcia Saenz 
Patrimony and Industrial Develop

ment-Jose Andres de Oteyza 
Commerce-Fernando Solana 
Agriculture and Water Resources

Francisco Merino Rabago 
C omm unica tions and Transporta

tion-Emilio Mujica Montoya 
Human Settlements and Public 

Works-Pedro Ramirez Vasquez 
Public Education-Porfirio Munoz 

Ledo 
Health and Welfare- Dr. Emilio 

Martinez Mana tou 
Interior (Gobemacion)-Jesus Reyes 

Heroles 
Labor and Social Welfare-Pedro Ojeda 

Paullada 
Agrarian ~eform-Jorge Rojo Lug'o 
Tourism-Guillermo Rosell de la Lama 
Fisheries, Department of-Fernando 

Rafful 
Federal District, Department of

Carlos Hank Gonzales 
Attorney General, Office of the-Oscar 

Flores Sanchez 

Ambassador to the U.S.-Hugo B. 
Mar in 

· Ambassador to the U.N.- Roberto de 
Rosensweig-D(az 

Ambassador to the O.A.S.-Rafael de 
Ia Colina 

Mexico maintains an Embassy in 
the United States at 2829-16th St. 
NW., Washington, D.C. 20009 (tel. 

202-234-6000). There are also Con
sulates General at Los Angeles, San 
Francisco, Chicago, New Orleans, El 
Paso, New York, and San Antonio, 
and Consulates (partial listing) at 
Denver, Miami, Boston, Detroit, St. 
Louis, Philadelphia, and Dallas. 

POLITICAL CONDITIONS 

Mexico's current President is Jose 
Lopez Portillo, who was elected in 
July 1976 and assumed office on 
December 1 at a time when the Mex
ican economy was going through a 
confused and difficult period. His 
inaugural address set the basis for a 
revival of confidence in the country's 
future. Lopez Portillo is a lawyer, uni
versity professor, and former Secretary 
of Finance. 

The Partido Revolucionario Institu
cional (PRO-Institutional Revolu
tionary Party-has been the dominant 
political force in Mexico since 1929; 
not only all of its Presidential candi
dates but almost all of its candidates 
for congressional and State offices 
have been elected. Its members cur
rently hold all Senate seats and 189 
seats in the Chamber of Deputies. The 
PRI's success at the polls generally is 
attributed to an effective grassroots 
·political organization and an ability to 
identify itself with the aspirations of 
the Mexican people for economic and 
social progress. PRI membership is 
taken from labor, agrarian, and pop
ular groups, from which candidates for 
elective office are selected. 

The PRI faces several opposition 
parties, but they are small and gen
erally ineffective. Marxist opposition 
exists but is badly split by internal dif
ferences. The principal party to the 
right of the PRI is the Partido de 
Accion NaciolJal (PAN). It was the 
only minority party to run a Presi
dential candidate in the !'970 election, 
but it did not field a candidate in 
1976. 

ECONOMY 

The growth of the Mexican econ
omy since 1950 has been impressive; 
however, currently the economy is ex-. 
periencing difficulties. A series of eco
nomic distortions has developed over 
the past 5 years that will have to be 
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eliminated before. a high rate of eco
nomic growth can be renewed. Among 
these distortions were an over-valued 
currency and large deficits in the 
balance-of-payments and the public
sector budget. The decision to float 
the . peso (September 1, 1976) re
flected the need to deal with these 
distortions, but at the same time, 
it sparked confusion among the public~ 
After years of having been assured that 
the peso would not be devalued, the 
Mexican public was uncertain as to 
what to expect next. Unfounded 
rumors swept the country, causing se
rious runs on banks. Business was af
fected and the ongoing economic 
slowdown was deepened. 

When Jose Lopez Portillo assumed 
the Presidency on December 1, rela
tions between the government and the 
private sector improved. The capital 
flight now appears to have ceased, and 
funds are gradually flowing back into 
the banks. The worse part of the eco
nomic and confidence crisis appears to 
be over, but restoration of financial 
stability and resumption of Mexico's 
traditionally high growth rate will take 
time. The new administration is grap
pling with the problem of how to 
restore financial stability without un
duly affecting the living standards of 
lower income groups. Mexico's un- and 
under-employed were recently esti
matid tg he 49 percent of the eco
nomically active population. 

Agriculture 

Mexico ·has nearly completed the 
first phase of the agrarian reform 
begun more than 50 years ago, and al
most all available land has been distrib
uted. However, raising the produc
tivity and living standards of subsist
ence farmers has proved difficult. 
About three-fourths of all crop sales 
a._re made by 1 5 percent of the farm-m 
with the remaining farmers living on a 
subsistence level. The Government is 
trying to encourage these subsistence 
farmers to form cooperatives in order 
to make better use of credit and exten
sion services. The Government is also 
moving to settle the problems arising 
from land expropriations in the closing 
months of the previous administration. 
Self-sufficiency in basic crops such as 
corn and beans is being stressed, but 
emphasis is also given to export crops 

such as coffee, tomatoes, and winter 
vegetables. 

Mexico's agriculture is susceptible 
to adverse weather, and in poor years, 
significant amounts of corn and wheat 
must be imported. High export prices 
and favorable weather conditions in 
1 9 7 6 made coffee Mexico's most 
valuable export. 

Mineral Resources 
Mexico is rich in mineral resources, 

and mineral exports are an important 
element in foreign trade. A leading 
producer of silyer sulfur, leact:a'iid 
zinc, Mexico also produces gold, cop-

per, manganese, coal, and iro,n ore. 
The discovery of extensive new oil 
fields in the Chiapas-Tabasco area and 
in Baja California enabled Mexico to 
become self-sufficient in crude oil in 
1974 and to export increasing 
amounts of petroleum. 

Manufacturing and Foreign Investment 

Mexican industrial development has 
been led by advances in manufac
turing, increases in output, and diversi
fication and integration of processes. 
Manufactures now account for more 
than one-fourth of the GDP. Impor
tant gains have been made in the 
production of cement, aluminum, arti
ficial fibers, chemicals, fertilizers, 
petrochemicals, and paper. The chem
ical, fertilizer, petrochemical, and 
pharmaceutical industries currently 
show the most rapid growth. Mexico is 
now the world's largest supplier of 
hormones, producing enough to fill 
one-half of world demand. 

A new law governing direct foreign 
investment in Mexico entered into 
force on May 9, 1973. This law .A 
quires majority Mexican ownership in 
all new jpyestmepts except those 
~wed tg he in the national interest 
by a commission established by the 
law. In general, the law codifies the 
existing laws, decrees, and regulations 
which previously governed the role of 
foreign direct investment in Mexico. 
The ·Government continues to wel
come foreign private investment which 
complements domestic investment, 
especially when it brings needed new 
technology, helps increase exports or 
substitutes for imports, uses a high 

· percentage of Mexican components, 
aids in the economic development of a 
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depressed region of the country, or is 
labor intensive. 

Trade and Development Aid 

Another factor in Mexico's develop
ment has been its success in increasing 
and diversifying its exports. Thirty~five 
years ago minerals were the leading ex
port, accounting for 65 percent of the 
export value. Other resources have 
been developed to expand Mexico's 
export capacity. Manufactures, in
cluding hormones and iron and steel 
products, make up more than one
fourth of Mexico's exports. Other 
leading exports ·are agricultural. Im
ports are largely of capital goods. 

Although internal savings are the 
principal source of gross investment, 
foreign financing has played a crucial 
supplemental role. The Mexican Gov
ernment has received large credits 
from international lending agencies. 

A significant part of investment is 
also achieved by foreign borrowing. 

Transportation and Communications 

Mexico's land transportation net
t:,ork is one *&t the most advanced in 

. La tin Amenca. I he 20,000 miles 
(32,000 km.) of railroads are govern
ment owned. Tampico and Veracruz 
on the Gulf of Mexico are Mexico's 
two major ports. A number of interna
tional airlines service Mexico. 

Mexico has a well-developed tele
communications s with about 3 
million telephones, about 600 radio 
stations, and 150 television stations. It 
is a member of the International Tele
communications Satellite Consortium 
(lntelsat). 

FOREIGN BUSINESS 
INFORMATION 

For information on foreign economic 
trends, commercial development, 
production, trade regulations, and tariff 
rates, contact the Bureau of Interna
tional Commerce, U.S. Department of 
Commerce, Washington, D.C. 20230. 
This information is also available from 
any of the Department of Commerce 
~trict offices located throughout the 
United States. 

Foreign Relations 

Mexico bases its foreign policy on 
the principles of nonintervention, self-
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determination, the peaceful settlement 
of disputes, and the juridical equality 
of nations; it maintains relations with 
Cuba, the U.S.S.R., Vietnam, the East 
E~ropean countries, the People's 
Republic of China, and many other 
countries. 

In the international economic field, 
President Echeverna proposed in May 
1972 the idea of a Charter of Eco
nomic Rights and Duties of States 
which would define the relationships 
between developed and developing 
countries in the field of trade, invest
ment, and financial and development 
assistance policy. The 1974 U.N. Gen
eral Assembly approved this charter. 
The United States and five other 
industrialized countries voted against 
it . . Although there were many provi
sions in it that the United States 
endorsed, some of them-nationaliza
tion of industries, indexation of prices, 
and reparations for colonialism-were 
not consistent with U.S. interests. 

Mexico has played a leading role in 
the Latin American Free Trade A ssN'i
ji1jop (I AFTA) an agreement be
tween nine Latin American countries 
to lo,er tariff bar~iers . among the~
selves ~ It also 1s Interested m 
expanding its trade and investment 
with the Central American Common 
Market (CACM) members and with the 
Andean Group. 

U.S.-Mexico Relations 

Mexico and the United States have 
maintained close and friendly relations 
since 1938, when a major confronta
tion over the expropriation of oil 
holdings, was resolved. 

The February 1977 visit of Presi
dent Lopez Portillo, the first foreign 
Head of State to meet with President 
Carter, illustrates the importance the 
United States attaches to these rela
tions. 

The United States and Mexico are 
cooperating in efforts to solve various 
problems, the most important of 
which are the illegal migration of Mex
ican workers into the United States 
and narcotics and dangerous drugs 
traffic into the United States. Eco
nomic issues sometimes arise, but they 
are generally resolved in an atmos
phere of friendship and mutual 
respect. 

In 197 3 the two countries signed an 
agreement resolving the longstanding 
problem concerning the salinity of the 
Colorado River, and the U.S. Congress 
passed the implementing legislation in 
1974. 

Since 1944 the two governments, 
working through the International 
Boundary and Water Commission 
(IBWC), have undertaken numerous 
joint programs for the settlement of 
their problems. The Commission is·en
gaged in positive programs for con
servation of water, flood control, 
water quality control, settlement of 
boundary disputes and uncertainties, 
and stabilization of the river bound
aries. 

The United States includes the fol
lowing objectives in its foreign policy 
with regard to Mexico: 

-To maintain friendly relations and 
assure maximum cooperation between 
Mexico and the United States; 

-To cooperate in the development 

of a modern economy, linked with 
those of other hemisphere countries, 
including the United States, through 
a mutually beneficial system of trade 
and investment; 

-To encourage active participation 
of U.S. private investment in the form 
needed for Mexico's economic growth; 
and 

-To settle all differences in the 
spirit of mutual respect and neighborly 
understanding. 

Principal U.S. Officials~ 

Ambassador-Patrick J ucey 
Minister Counselor- rbert B. 

Thompson 
Counselor for Political Affairs-Francis 

R. Starrs, Jr. 
Counselor for Economic/Commercial 

Affairs-William A. Hayne 
Counselor for Public Affairs (USIS)

Leonard J. Baldyga 
Counselor of Embassy for Consular 

Affairs and Consul General
Vernon D. McAninch 

Executive Counselor-William D. 
Calderhead 

Consuls General 

Guadalajara-]. Donald Blevins 
Hermosillo-Frederick H. Sacksteder 
Monterrey-Ruth McLendon 
Tijuana-Robert W. Kent, Jr. 

Consuls 

Ciudad Juarez-Franklyn E. Stevens 
Matamoras-Francis A. Arenz 
Mazatlan-Ruth S. Matthews 
Merida-Robert S. Ashford 
Nuevo Laredo-Charles F. Brown 
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BIOGRAPHICAL .SKETCHES 

President Jose LOPEZ-PORTILLO 
President of the United MeXican States 

V Mr. David IBARRA 
Secretary of Finance and Public Credit 

./ Mr. Ricardo GARCIA-SAINZ 
Secretary of Programming and Budgeting 

/ . Mr. Jose Andres de OTEYZA 
Secretary of National Property and Industrial 
Promotion 

/ Mr. Francisco MERINO RABAGO 
Secretary of Agriculture and Water Resources 
(SARH) 

./ Mr. Pedro RAMIREZ VASQUEZ 
Se~retary of Human Settlements and Public Works 

Other important officials: 

Mr. Everardo ESPINO, Director General, BANRURAL 
(National Rural Credit Bank) 

Mr. Leandro ROVIROSA WADE, Governor .of the State 
of Tabasco 

Mr. ADlerico VILLAREAL, Subsecretary of Hydraulic 
Infrastructure (SARH) 

Mr. Horacia GARCIA AGUILAR, Director, . Agricultural 
Trust Funds of the Bank of Mexico (FIRA) 

. ' 

Mr. Gustavo R<MERQ-KOLBECK, Director General of 
the ' Bank of Mexico (Central Bank) 

Mr. Jorge ESPINOSA de los Reyes, Director General 
of Nacional Financiera; s. A. 

·Prof. Enrique OLIVARES. SANTANA, Director of the 
Banco Nacional de Obras y Servicios Publicos 

Mr. Miguel BE LA M1~RID, Subsecretary of Finance 
and Public c·redi t 

Mr. Jesus SILVA-HERZOG, Director of Credit, 
.Secretary of Finance and Public Cred • 
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November 1978 

MEXICO (Capital: M&ico, D.F.) 

President ••••••••••••••••••••••••••••••• Licenciado Jose L6pez Portillo 
Predecessor: Licenciado Luis Echevarria Al-

Elected ••••• .•••••• _ •• : ••••••••••••••••••• JulyS, 1976 

Assumed office •••.••• ~ •••••••••••• ·• • • • • • December 1 , 1976 

Term ends ••••••••••••••••••••••••••••••• December 1, 1982 

varez 

Secretary o£ the Interior ••••••••••••••• Licenciado JesUs Reyes Heroles 
(Secretario de Gobernaci6n) . 

Secretary of Foreign Affairs •••••••••••• Licenciado Santiago Reel 
(Secretario de Relaciones Exteriores) . . 

Secretary of Defense .••.•••••••••••••••• Div. Gen. FElix Galvtn L6pez 
(Secretario de la Defensa Nacional) . . . 

Secretary of the Navy .•••••••••••••••••• Adm. Ricardo Olizaro Lara 
(Secretario de ~!arina) 

* Secretary of the Treasury and Public 
Credit ...•••••••.••••..•••••••.••••••• Licenciado David Ibarra 
(Secretario de Hacienda y Credito PCiblico) 

* Secretary of Program and Budget ••••••••• Licenciado Ricardo Garcia Siinz 
(Secretario de Programaci6n y Presupuesto) 

* Secretary of Government Properties and 

* 

Industrial Development •••••••••••••••• Licenciado JosE AndrEs de Ot~ 
(Secreta rio de Patrimonio y .. · · 
_Fomento Industrial) · · 

Secretary of Cam~erce •.••••••••••••••••• Licenciado Jorae de la Vega 
(Secretario de Gomercio) · Dcm!n;uez 

Secretary~£ Agriculture and Water · 
Resources ••••••.•.•••••••••••••••••••• Francisco Merino Raba;o 
(Secretario de Agricultura y · · . . · 
Recursos Hidriulicos) · 

Secretary of Camunications ·and . 
Transportation •••••••••••••••••••••••• Licenciado Bailio Mujica MOntoya 
(Secretario de Coalmicaciones y Transportes) 

* Secre-tary of lbnan Settlements and 
PUblic Works •••••••••••••••••••••••••• Architect Pedro Ramtrez VAzquez 
(Secretario de Asentallli.entos ll.aancs y -· 
Obras fablicas) · 

* - Persons Mr. McNamara likely to meet in Mexico City. 

The other important officials he will meet are: 

I . 
I 

! 
·I 
! 
! 

Mr. Espino, Governor Rovirosa Wade, Messrs. Villareal, Garcia 
Aguilar, Romero-Kolbeck, Espinosa de los Reyes and Olivares 
Santana. 

(Short sketches on them follows those for Cabinet members). 
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Secretary of Public Education ••••••.•••• Licenciado Fernando Solana 
(SeCretario de Educaci6n PUblica) Morales 

SeCretary of Health and \\'elfare ••••••••• Dr • . Emilio Martinez MaJlautou 
(Secretario de Salubridad y Asistencia) 

Secr~tary of Labor and Social Welfare ••• Licenciado Pedro Ojeda Paullada 
(Secretario del Trabajo y Previsi6n Social) . 

Secretary of the Agrarian Reform •••••••• Licenciado Jor~e Rojo Lu2o 
(Secretario de la Reforma Agraria) · 

Secretary of Tourism ••••••• ~ •••••••••••• Architect Guille~ Rossell de 
(Secretario de TUrismo) la Lama 

Chief, Department of Fisheries.. • • • • • • • • Licenci&do Fernando Rafful Miguel 
(Jefe del Departamento de Pesca) 

Chief, Department of the Federal 
District •••••••••••••••••••••••••••••• Prof. carlos Hank Gonzllez 
(Jefe del Departamento del Distrito Federal) 

Attorney General •••••••••••• : ••••••••••• Licenciado Oscar Flores Sinchez 
(Procurador General de la Replblica) · 

Attorney General of Justice of the · · 
Federal District •••••••••••••••••••••• Licenciado Agusdn Alanis · 
(Procurador General de Justicia del Puentes 
Distrito Federal) 

Ambassador, Permanent Representative to the . 
Organization of American States ••••••• Rafael de la Colina 
Address: 2440 ~tassachusetts"Averule, N.W., Washington, D.C. 20008 

Ambassador Extraordinary and Plenipotentiary · . 
to the United States •••••••••••••••••• Licenciado Hu~o B. Mar~4in 
Address: 2829 Sixteenth Street, N.W., Washington, D.c •. · 20009 

Ambassador, Permanent Representative to the · · 
United Nations •••••••••••••••••••••••• Licenciado Prancisco CUeva5 . . Cancino 

Address: 8 East 41st~. New York, N.Y. 10017 :. 

:-.... ~ .~"':. ·~·· .. • .. :..: . .. ~-



Jose LOPEZ-PORTILLO y Pacheco 
President of the United Mexican States 

Biographical Notes 

1. Mr. Lopez-Portillo was born on June 16, 1 0 in Mexico City, 
but he comes from a ~stinguished GuadalaJara family which traces its 

ck : 400 ears northern S ain. His father was a prominent 
h1.storian. As a child, Mr. Lopez-Portillo went to state-run school 
with Mexico's previous president, Mr. Echeverria, with whom he also 
studied law at the National University ·at Mexico City. After graduation, 
Mr. Lopez-Portillo practiced and ta t law as well as olitical science 
and public administration at the National Un1.versity until, at e e 
of 39, he accepted his first post in the Government as advisor to the 
Secretary of Patrimony. When President Diaz-Ordaz took office in 1965, 
Mr. Lopez-Portillo became Director of Legal Affairs at the Secretariat 
of the Presidency, later rising to Undersecretary and carrying out major 
administrative reforms. When Mr. Echeverria assumed the Presidency, 
Mr. Lopez-Portillo was appointed Undersecretary of National Patrimony 
and in 1972 head of CFE, the Goverrmient-owned power company which at 
the time, was the· Bank 1s largest borrower. Af'ter nine months in 
this post he was appointed Secretary of Finan~' which office he 
resinged in early 1976 when he was selected to be the Government 
Party's candidate for the Presidential elec~ion. 

2. Though close to ex-President Echeverria, Mr. Lopez-Portillo's 
style and outlook is quite. different from his predecessor's. Mr. Lopez
Portillo is impatient with verbosity and rhetoric and has a down-to-
earth approach to issues. He has brought a conciliatory mOOd to government, 
and quietly took ate s to mend the rift between Mexico City and the 
private sector groups of Monterrey, ~ l.C a been create y 

I 

I 
'i 

I 

c e err1.a s ama ry s~ec es against business interests during · i 

his last months in office. Mr. Lopez-Portillo has the reputation of ~7:;:}7i : 
being a "technocrat" (which description he does not like) and is ~ / ; 

ted in matters cerning efficiency, organization and productivity.~ ~ 
ing his campaign, he stressed t e 1.mpor ce s1.mp 1. 1.ng public ~- : 

administration to make it more efficient, and of eliminating corruption . ! 
in public office. One of his first steps as Pr sident was to r ize i 
public adDiinistration, gJ. ving respons1. li ty for selecting sectoral ·. i 

. priori ties and formulating policies to a few secretariats. He also 
transformed the Secretariat of the Presidency into the Jiecretariat for 
Planning and Budgeting and charged it with evaluating lon -term investment 

programs systematical! and ro · th · · · ce 
1.s e b he Secretariat 

two years in office, it l.S apparent that an programming 
procedures are an improvement on previous · · The Pres.ident has 
also taken. action to reduce corruption in Government, and for the first 
time in living memory, officials have been jailed -for improper practices. 

. i 
I 



3· · Mr. Lopez Portillo has written 
litical theory. He has -a~s-e_n_s_e~o~~--~._~--~----~~~~~~ 

win • a music and h a· -- kara e -- are two of his 
favorite pastimes. He un erstands English well, but prefers to speak 
in Spanish. 



of Finance and Public Credit 

Mr. Ibarra is an accountant, auditor and eoonomist. He studied economics 
at Stanford Univers1 ere he specialized in National Accounts. He was 
a ecturer at the National University of Mexico (UNAM) and other universities 
for many years, and was with the Eco omads tin ·~a from 
1961 to 1973. He was named Direc or of the Mexico Office of ECLA in 1970. 

arra joined Nacional Financier& in l2l2._, and was named Deputy Director 
General in the Echeverria Adlll1n1stration. President Lopez-Portillo made 
Mr. Ibarra Director General of Nacional Financier& when his Administration 
took office in December 1976, and Secreta;r of Finance and Public Credit 

ember 1 77. 

Mr. Ibarra can be characterized as a "structural" economist rather than a 
"monetarist." He has often expressed the view that the state.no longer 
plays, nor should it only play, a regulating role in the economies · of Latin 
America, but should use its power and resources to participate in the 
process of development to overcome structural obstacles. He can be 
expected to support direct Government participation in "basic" industries-
steel, petroleum, and petrochemicals--and to support "tripartite" ownership 
formulas, in which private· Mexican investors, foreign investors and the 
Government participate in enterprises engaged in activities, such as 
capital goods production, which are considered of priority, and for which 
the expertise of the private sector is required. Mr. Ibarra may also be 
prepared to seek structural changes in the econo~ through price and tariff 
measures which may not always be consistent with conventional fiscal 
policies. Mr. Ibarra speaks good English. · 

Lie. Ricardo 

Mr. Garcia-Sainz was born in 1 ~ and is a la~ by training. He served 
in .the Secretariat of Finance and Public Creait from 1953 to 1958, where 
he was chiefly concerned with revenues. He helped prepare the then new 
law on commercial and income taxes. He -was head of a private industrial 
c oration (CONDUMEX) from 1958 to 1966, when he 1c1al 
of CON CAM , t e nat1on assoc1at1on of industrial chambers of commerce, 
a powerful organization serving the interests of i mustrialists. From 
1966 to 1976 he served in the Insti tuto Mexicano de Seguro Social ( IMSS), 
where he became Secretary General in 1970. Iri 1976 he was appointed 
Undersecretary for Public Sector Industry at the Secretariat of National 
Property and Industrial Promotion, and in November 1977 he was appointed 
Secretary of Programming and Budgeting. Lie. Garcia-Sainz is believed to 
have the SY'JIIP&thy and SUpport Of the private sector On .many issues. Mr. 
Garcia-Sainz's- English is limited. 

I 

I 

I 
. I 



Jose Andres de OTEYZA, Secretary of National Property 
and Industrial Promotion 

At age~ Mr. de Oteyza is perhaps the youngest member of 
the Cabinet. An economist by training, Mr. de Oteyza joined 
IEPES, · the Government party institute for economic, political · 

. and social studies in 1975, where he was coordinator of the 
Consulting Council. He was then named Director General of Studies 
and Projects &.:t his present Secretaria and served briefly as 
Director of the National Sugar Financiera .(which is Government 
owned) before being named to his present post when Mr. Lopez · 
Portillo took office. ··----

Francisco MERINO RABAGO Secret riculture and Water 
Resources SARH • Mr. Merino worked for 30 years in public agri
culture banks, most recently as head of the National Rural Credit 
Bank BANRURAL, the largest publ1c sector 

ture 1n e • Mer1no carr1e out a merger of thee public ---banks that ·formed BANRURAL • . At the beginning of the Lopez Portillo 
administration, Mr. Merino carried out the merger of the adminis
tratively weak Secretariat of Agriculture . and Livestock, and the much 
more effective Secretariat of Water Resources, a difficult task which 
he has handled well. 

Arq. Pedro RAMIREZ VASQUEZ, Secretary of Human · Settl.ements and Public Works 

archi teet. Among his best known c 
opo o and the ·strikingly modern Bas1l1ca 

:at~G~ua~d;,al~u~p~e~b=o~t~h~oSf~~1~c~;:::~~e~~t~o~urist . attractions. He has designed 
and built several pubiic and private buildings and was President . of the 
Society of Architects. He organized the Olympic Games in Mexico in 1968. 
Mr. Ramirez Vasquez is a close triend of President Lo e o and 
helped organize his pres1dentialcampaign. 

I 

l 
I· 

I 
• I 
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Lie. Everardo ESPINO Directo~ General BANRURAL (National · 
Rural .Credit ·Barik. • About 5, Mr. Espino holds degrees. in economics, 
law, and business administration from Mexican institutions. Formerly 
a Director General at the Ministry of Finance responsible tor credits 
to the . rural sector, he vas Assistant Director of IEPES, the influ
ential Government Party institute tor social, political and economic 
affairs, during Mr. Lopez Portillo's campaign. Mr. Espi~o is bright, . · 
and an .able litician. In his present assignment he faces a diff1cult 
tas 1n stream11n1ng BANRURAL's operati · e ual1t 
ot its port: o 10. 

-·-- - --- --------- ----~ 

Ing. Leandro ROVIROSA WADE1 Governor of the State of Tabasco 

Ing. Roviro~a was born in Villaher.mosa in 1918 and had a distinguished 
career as a civil engineer in the private sector. He was also cit lanner 
:!_or Mexico Citz., 1rector of Works of the Ministry of Marine, and Min1ster 
of HYdraulic Works in the Echevarria administration ( 1971-1976). . He is · 
well disposed to the Bank and participated in a number ot·negotiations 
an 1scuss1ons W1th e Bank on irrigation projects while he was Minister. 
At the pJ"esent time~ Mr. Rovirosa' s main concern is abgnt · +be.., (mostly 
undesirable) ette of ~i escalati stments in the petroleum 
induStry 1n s State; the e structure is being m 1tied, 1ntlat1on 
is hi her • s of the co an mgra 1on· to t e tate 
is greater: than it is prepared to receive. He understands English well 
but speaks it with some difficulty. 

I • Americo VILLAREAL Subsecret draulic Intra-
structure SARH • About 5, Mr. Villareal is one ot the most 
valuable men in SABB: · a · reative and critical thinker d le 
administrator. Before becoming Subsecre ary 1n early 1978, he 
was D1rec or General of the National Small Scale Irrigation 
Program. The program is notable tor its effectiveness, and tor 
its sensitivity in dealing with rural communities. 



_, 

----- - -- - ··- --·--""'--------

In • Horacio GARCIA AGUILAR Director icultural Trust 
Funds of the Bank of Mexico FIRA • FIRA includes a group of 
second-tie)""banking trust funds responsible for the rediscount or 
agricultural and agro-industrial loans made ey cODDDercial and 
public ba.nlts. About 62, Mr. Garcia Aguilar bas spent the majority 
of his professional career in the Banco de Mexi~o and has worked in 
FIRA since its founding in 1955. He became Director in . l966 and · 
has managed the fUnds during a period of rapid growth accompanied 
by substantial improvements in their technical standards. Mr. Garc.ia 
Aguilar himself can be credited in large measure for FIRA's success. 
During this period, FIRA has became the largest si borrower 
in the rural sector of Mexico, vi th six· loans totalling US million, 
iiia participations in three other Bank loans. 

Gustavo ROMERO-KOLBECK, Director General of the Bank of Mexico (Central Bank) 

Mr. Romero-Kolbeck studied economics at Geor e Wash" o Universit and 
the Autonomous University of Mexico, where he taught for msny years·. In 
1954 he founded the Mexican Academy of HUma.n Sciences and_ has lectured in 
various Mexican · and u.s. universities. He has also been Direc~or of 
several business publications, including "Business Trends" and "Expansion." 
He was Mexican Ambasaador to Japan from 1971 to 1973 and Director General 
of Nacional Financiera, S.A. from 1974 to 1 He was named o esent 
p - v en the · new a n1s ration too office. · Mr. Romero-Kolbeck is 
considered to be an • member of the economic t He speaks 
good English and has a ready sence of humor. 

--"'---'·--· ·- . --

Lie.' ESPINOSA de los Reyes,, Director General of Nacional Financiers., S.A. 

Mr. Espinosa was born in 1920 and is an economist who graduated from the . 
National University- of Mexico (.UB.AM); he did post graduate work at both the 
London School of ~onomics and the University- of Chile. He. lectured at UIAM, 
CEMLA and other centers of advanced studies. He was in the departments of 
economic studies of the Banco de Mexico · and Nacional Financiera from 1942 · 
to 1953 and became Chief' of . the econcadc studies unit at the then Secretaria 
de· la . Presidenc·ia, (now the Secretaria de Programacion y Presupuesto) in 1954. 
Mr. Espinosa was named Deputy- Director of PUblic Investments at the same 
Secretaria in 1959 and was appointed ~irector of Industr,y in the Secretariat 

· ot Industr,y and Co11111erce the following year, a post he held up to 1961. He · · 
then became Senior Of:f'icer . ·(Official May'or) of the same Secretariat from . 
1961 to 1964, and later joined Petroleos Mexicanos as Deputy Coi!Dilercial 
Director. a post he held up to 1976. When the present administration took . 
office, Mr. Espinosa became Deputy- General Director of the Banco de Mexico, 
and vas named Director General ot lacional Financiera b,y President Lopez 
Portillo in November of 1977. Mr. Espinosa would like to inc·rease Nacional 
Financiera's role as a promoter of industrial expansion and supports coopera-
t•on with the Bank and IFC in pro · ca ital riods and secondary petro-
chemical industr es. • Espinosa's English is good. · 

. I 

.! 



Professor Enrique OLIVARES SANTANA, Director of the Banco 
Nacional de Obras t Servicios ·PUblicos 

Professor!/ Olivares has a long political career in Mexico. He was · Governor 
of the State of Aguascalientes and has served in several political appointments 
at Federal and State levels. His selection as head of BNOSP at the beginning 
of the Lopez Portillo administration confirms that the Government intends 
this institution to serve as a means of channeling domestic and foreign credit 
to State and Municipal Governments for civil works and other investments. 
Mr. Olivares is . vell suited to deal with, and gain the confidence of, local 
~uthor:i.ti·es·. Ire speaks no English. 

!/ In Mexico, this title applies to Secondary School .teachers. 

Mr. Miguel DE LA MADRID, Subsecretary of Finance and Public Credit 

Mr. de la Madrid is a career· officer at the · Secretariat of Finance and 
Public Credit and has risen to his present position after a number of 
years in that Ministry and at ,the Bank of Mexico. Mr. de la Madrid is 
one of most com tent and knowledgeable officials dealin with the 
Bank in the Mexican Govemme e as come to value his 
ju g an a nce on a number of occasions. Mr. de la Madrid's 
English is good; he normalt. speaks little but his observations are 
usually acute. · 

Mr. Jesus SILVA-HERZOG, Director of Credit, Secretary of Finance and 
Public Cred.i t 

Mr. Silva-Herzog studied economics in the National University in Mexico-
where his father was a well known professor of economics--and did post
graduate work in the United States. He started his career in the Ministry 
of Finance and rose to be Directo+ of Credit in the late 1960's. He then 
became Director of the Government's Low-Income Housing Institute and 
rejoined the Secretariat _ of Finance in 1977 shortly after the Lopez
Portilla Administration took office. Mr. Silva~Herzog is very close to 
the Bank and· makes many decisions on behalf of the Government which affect 
Bank operations. He has fond memories of Mr. McNamara's revious trip 
to Mexico. · Mr. Silva-Herzog speaks exce ent English and ·is by na 
gregarious and frank. 

-- · 
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H.El..~A.C :iUN D.E J.NV ,. ,.~ ·_ ... >OS A LA CE1·-Jfo. DEL 

19 Dl ~ . ,:Ln. a DE 1979. 

Df..,.VT.D IDAH.RA Finence Minister 

J\.1IGUEL DE ~.JA MADRID Ul}dersecretery F i nence Ain i. stry 

GUSTl-.._VO n.C.IvlERO l~. 
[entre} 8enk President 

.LEOPOLDO SOLIS . 
('entre Bank Deputy Generel Oirec-tor 

ALFREDO PI-!J.LLIPS ('entrel Benk eputy Director 

JO.RGJi: ESPINOSA DE LOS REYES '.ec i one 1 F · nenci.ere u rire .tor benerel. 

ALFONSO GARCIA 1v1ACIAS r~:ecionel Fi ne.nciere 
Deputy General Director 

8 . . PEDRO G.AJ...JICJ_f\. · 'ecionel F · nEnciere General Venager · 

9. ENRlQ.UE OLIVAP.ES SAN J'ANA 8flnco de Obras Publ i c works Benk 
Generel .. Director 

1 l). LUIS B_ . GAI-\. C~ lA Be nco de Obres ~~Eneger T ntl' A ffe i rs 

ll·. · RAFAEL IZQUIERDO 

12. RIC.AR DO GAR CIA SAINZ Eecretery for Programing c- .Budget . 

13. ·ALFONSO CE13REROS Undersecretery 

14. · FRi\NCISCO ~1ERINO RABAGO Minister fo Agr:icul ture 

15. A:tv1ERICO VlLLAH.REAL 

. 16. 

RODOLFO FELIX VALDES 

JORGE DIAZ SERRANO 

Undersecretery 

Minister .for Humen settlements M · 

Public arks 

Undersecret~ry 

efatroleosbMex lcenos a T"1.r ·1.EU e roeo lermex·c~n 

19. JOS .E ANDH.ES DE OTEYZ!\ Secretary for i ndus r'el develorment 

20. GUILLERl'/10 ROSELL DE LA L .A1v1.A Minister of Tour'sm 
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21. IN G. I 1 UMBER 'I'O I liR J:A .~~T .J nderser;ret er~,. f?ne rgy '" 
. ml nnlng 

2Z. BEHNARDO SJo::PULVEDA 

23. .·JESUS SJ.LVA-HERZOG F. 

24. · JOl~GE DELAVEGA 

2.5. HECTOR H F.RN1'."l~DEZ . 

26 . . EDUAHDO PESQUEIRA 

.27. EVERARDO I~SPJ.NO · 

· 28. BORACIO CAl~VAJAL 

29. ADRIAN LAJOUS 

3 0 . Jvf c l'-1 A }vLAR .A 

32. · r..:ncOL.AS ARDITTO 

.· 33. \VILLIA:tv1 CLARI<. 

34 ·. I)EBRA T DUTT 

35. G. SHU!vlAHER 

36. V. FRREEMAN 

37. J. V.ILLARZU 

38; S.A.N TIAGO P, OEL Secretery For e ;ng ~ffe i rs 

39. JOSE· JUAN. DE OLLOQUI Undersecretery 

4-0. · 1\t.ARIO RA1d0N BET ETA 

4r-J . . . GUST!-\ VO PETR~IClOLI 

42. - LUIS .'t\1ANUEL l\1 .ARTINEZ~· 

43. J. J\'1 .. BARDJ\JOSA (Tra.ductor) 

44. El)lfAH DO. lvf J\·Y OBH.E 





TO: 

FROM: 

WORLD BANK I INTERNATIONAL FINANCE CORPORATION 

OFFICE MEMORANDUM 
Mr. Robert S. McNm/ra ~/) 
Nicolas Ardito Barletta ~ 

DATE : January 26, 1979 

SUBJECT: MEXICO: Meeting with Mr. Rafael Izquierdo 

1. During our recent trip to Mexico we missed Mr. Rafael 
Izquierdo, Economic Advisor to President Lopez Portillo. Mr. Izquierdo 
was then in Europe and,on his way back to Mexico, came to see me today. 
I summarize in this memorandum two important points he has made. 

2. The Mexican Government as well as PEMEX are most anxious 
to diversify PEMEX' export market and products. Mr. Izquierdo has nego
tiated with the Spanish government exports of Mexican crude oil at the 
rate of 100,000 - 150,000 barrels a day (about 36-54 million bbls a year, 
value about $500-700 million). PEMEX would be supplying about 14% of the 
Spanish imports of oil. Also the Mexicans are buying 15% share in Bilbao 
refinery in Spain (with options to go up to 20%) which will produce 
gasoline and other distillates for the European market. However, PEMEX 
equity in the refinery is subject to clearance with Gulf oil which 
presently is a minority, but substantial, shareholder. 

3. Mr. Izquierdo also informed me that · the idea of a "fund" 
through which the oil money would be used in Mexico has been revived. 
You would recall that the proposal for an "employment fund" was given up 
and there were considerable disagreements within the Government on the 
mechanism for ensuring that the new resources are largely utilized to 
solve some of Mexico's fundamental problems of poverty and unemployment. 
Mr. Izquierdo expects that within the next six months a "Development 
Fund" would be set up in the Bank of Mexico. Mr. Moctezuma (the former 
finance minister and the gentleman who made a presentation to you on 
the $7 billion industrial ports development program) would be the head 
of the secretariat scrutinizing projects for being financed by the fund. 
Most probably President Lopez Portillo would chair the committee managing 
the fund. Projects to be assisted by the fund would be those that generate 
substantial employment, or help the poor and enable Mexico to reduce 
income disparities. I would report to you further when details on this 
fund and its operations are known. 

cc: Mr. Stern 
Mr. Lari 

DDutt:crm 



Bactcground 

MEXICO: Points for Discussion with the President 
and Cabinet Members on January 19~ 1979 

1. President Lopez Portillo has known the Bank since 1972, when 
as head of the power c~any (CF.E)_ he visited us to resolve some of the 
difficu t tariff issues, and takes much personal interest in the Bank. 
You first met him at the Annual Meeting in Nairobi in 1973, shortly after 
he haa become Fin~nce Minister. As President-e ect he met you in Washington 
on September 25, 1976 and received Mr. Knapp in Mexico on October 29, 1976. 
You will recall your meeting with the President at Blair Bouse on 
February 17, 1977, when referring to the economic and social problems of 
Mexico, you offered generous assistance to the Government in the country's 
development efforts (please see Annex !--memorandum on the meeting). 
Reporting on the State visit of the President, James Reston quoted Lopez 
Portillo in the New York Times as saying, ''McNamara filled me with enthusiasm". 
In subsequent months he received twice the country economist for oral 
briefings on Bank's analysis of the Mexican economy. 

2. Since President Lopez Portillo took office, there has been sig-
nificant improvement in the economic management of the country. The President 
has introduced administrative reforms and is clamping down on corruption 
in high off1ces. Confidence of investors--foreign as well as domestic--has 
~en restored. The res1 ent s encouraged his staff to enter into pol1cy 
dialogue with the Bank and settle a multi- r r bor from 
our institution. The Administration has effectively used the new oil dis-
coveries for bor!'_OWings abroad at favor~bl~ ~e.rms. _ (~~~ de~aiJ..a. _ 
please see the CPP--Tab 1; notes on the economic situation--talia- -s · ~hrough 
8; and note on Bank Group operations--Tab 9 in the Briefing Book). 

3. In response ·to a request that the President conveyed to you 
through his emissary, Mr. Izquierdo, a comprehensive . seminar was organized 
in the Ba~k on March 30 and 31, 1978, in which over 50 staff members s d 
with Mexican officials Bank's experience in dealing with the . issues of 
rural and urban poverty and un~lo~ent (Mr. Lari's memo of April 6, 978-
Annex II, refers). In his latest meeting with you on September 22, 1978, 
Finance Minister David Ibarra, repeated some of the requests made ear 1er, 
and raised the possibilities of Bank's cooperation in three specific areas: 

--in developing capital goods industry; 

--in providing technical a~sistance for project pre ar n 
and evaluation for priority areas so as to improve Mexican 
capacity to use the oil resources wisely; ~ 

--in preparing a long-term development strategy, on the pattern 
of the study jointly undertaken between Mexico · and the Bank 

· in ~he early 1950s. 

(Please see Annex III- Memorandum of September 26, 1978 on the meeting.) 
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4 . On the first of these points, the Bank is 
of 3 or 4 en ineerin industries to be launche~~y;_~~~;=~~~~~~~~~ 

Bank) and we hope to appraise the project 
discussin with N line of credit--a DFC operation--to 

~~~~~~l~e~r~e~em~~e~n~~t~s of the capital goods development program. Time 
1. o-Barletta would be reviewing these and other opera-
the Mexican officials in the coming week. 

5. On the second point, we have worked out an arrangement for 
technical cooperat1.on etween the Bank and tlie Government on a continuing 

Wl. e ronlC. The arrangements are explained in Mr. Ardito
Barletta's le er of Janua 5, 1979 to the Finance Minister (copy at 
Annex IV), and a cont1.nuing dialogue on the -related issues will be 
possible through these exc anges. 

6. The third of these points, namely_ the joint Bank-Mexico study, 4..::( .L ,..y{.. 

has hit a snag; the F1nance Minister is presently engaged in a delicate ~ ~ 
j o to his cabinet colleagues. While you may be agreeable to -~ 

respond positively if the request is repeated, the Bank should not take the~ _ 
initiative in proposing the study. The -nationalist elements within ex1.co J 
have ·a resistance to explicit and visible help from outsiders in preparing ~ 
a growth strategy, or in planning for~e use of the oil money; the Bank ~2-t 
could as well continue to be of assistance to the Government through _its 
regular economic work. The latter provides us with a low profile but effect-
ive opportunity to be useful. We hope both the President and the Finance 
Minister would continue to be interested in our economic work. 

7. Your program for Friday, January 19, 1979, includes .three 
important meetings: 

--First, you meet the Finance Minister and senior members of his 
team--the heads of the Bank of Mexico, the National Development Bank (NAFIN), 
and the National Bank for Public Works (BANOBRAS), the latter two officially 
designated agencies to borrow from the Bank. 

--The next meeting is with the President. 

--Thereafter, yo~ meet (for about 90 minutes) jointly with the 
ministers for Programming and _Budgeting, National Property and Industries, 
Public Works and Human Resources, Agriculture, and Finance. 

Topics that we recommend you raise in these meetings are summarized below. 

Points you may wish to raise 

8. Referring to your Blair House meeting of February 
you may congratulate Rresident Lopez Portillo on his Adminis 
menta in the last two years. Particularly ~pressive a~ success 
ip the discovery and exploitation of oil, and the state commi~ent of t e 
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c-.--~-----t to use the new opportunity 
1e¥Z~1·on of povert • You may ;r~e~a~~~~~~~~~~~~~~~~ 

nes · sist Mexico as much 
our recent cooperation (paras. 3 and 
President would wish the Bank to do. 

9. Mexico is fortunate in having today a strong political leader
ship, sensitive to the needs of the people. The President has at his dis-
posal an exceptionally eam of financial, economic and techn"cal experts. 
Unlike several of the oil countries, Mexico 1s not eficient in human 
resources and has already a well developed economic base. While the problema 
of poverty and unemployment accumulated over decades is staggering, the oppor- . 
tunities are exciting too. You may wish to reassure the President that the 
Bank would be willing to incre •t level of lending signif·~ (the 
annual lending level of $300 million under the Echeverr1a Administration 
could be more than doubled during the Lopez Portillo period) particularly ~ , 
in the povert~-directed areas. ~ 

10. The oil prospects offer two particular! worrisome temptations~~
to the Mexican administration concern1ng the: ~~~ 

--exchange rate policy--pressures may mount to 
ciation of the eso in real terms and ~ 

--domestic savings effort~-abundant oil money may lull the 
Government into r~laxin efforts to reform the tax s s 
or to introduce realistic prices for the goods and servic 
from public enterprises. 

The ident, in his State of the Nation Report delivered on September 1, 
1978, warne eae tations and expressed his intention of not 
allowing the prospective oil income to influence a sound exchange rate policy, 
or to let domestic resource mobilization efforts slacken. However, for the 
reasons stated below the importance of action on both these fronts for 
sound management of the economy requires reiteration. 

11. The Lopez Portillo administration has depended heavily on 
organized labor for success of its economic strategy; with their cooperation, 
wage adjustments have been below the consumer price increases in the recent 
years. However, the labor leaders are now under pressure from their const1t-:
uents to seek full cost-of-living adjustment while the Government is hesitant 

o take measures that may cause to ·ris ther. This may expla1n ' 
its caution on e exc ange rate (the peso has lately appreciated somewhat 
against t e o a terms), and on pricing of goods and services from 
public enterprises. At the same time the overnment 1s mov1n s ow o ax 
reforms because o the apprehension that such moves would u set the pr1va e 
bus1ness an De1r 1nvestments. ~ 

12. You may wish to express the ho e con- ~ 
11 

regard the exchange rate poli -~~-~1:::~=n~t:- ~ - ~ 
f the economi and indus ization, especial! ~ 

' ' tion of greater lo ent and alleviation of poverty, rather 
mr merely managing the balance of payments. Given 
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future inflation rates in Mexico and its trading partners, appreciation 
of the peso in real terms can only be avoided by a devaluation in nominal 
terms. R reciation of the peso would make im cheaper, pena ·ze 
non-hydrocarbon exports and ~iscourage employment-oriente 1nvestments. 
Such a course would perpetuafii'?i dualistic ecnnomx and introduce over
dependence on Oil. Similarly, the Government's reluctance or inability 
to increase taxes and the prices of goods and services produced by public 
enterprises, beside causing distortions in the economy, would lead to 
increased borrowing by these enterprises and eventually result in a revival 
of inflation, or in a reduction of public expenditures, courses of action 
which are likely to hurt the poor most. As a comparatively new oil country, 
Mexico should try to avoid the mistakes of some of the· OPEC countries. 

13. Your concern at the demographic trends in the country and your 
deep interest in s~f the Government's family planning program is 
known to the President. Later in the day, Prof. Urquidi and some of his 
colleagues would be available for an in-depth discussion of this subject. 
When you met in NairobJ, then Minister of Finance Lopez Portillo advisedy~u 
of his Gove ' an in osition with re to o ulation poli cy, - ~ 
a process which has accelerated since that time. You may refer to e ~ 
population policy announced by President Lo ez Portillo on Octo er 
w en he stated the o Ject1ve o uc the population growth rate of 
3.4 - 3.5% in the mid-1 to percent b 2 (and then progressively 
to 1.8% by 1988, 1.3% by 1994 and the year 2000) and wish him eve~ 
success. These are difficult-to-achieve targe s, and if the Government 
were to succeed, this would be a tremendous contribution to the art of pro
pagating family· planning ~echniques to the impoverished masses. 

14. You would be visiting several micro regions and ejidos 
prior to your meeting with .the President and may c him your o 
im ressio The Government has significantly increased budgetary appro-
priations for this program, up from Mex$5.4 billion in 1978 to Mex$8.8 
billion in 1979. We are a little worried at the organizat· 1 cha s that 
have recently taken place (please see a · and any i rest the 
President maY. take· aurin effective tewardshi of the program Jtould 
' a reat help. President Lopez Portillo is special y interested in ad
ministrative reformS and is keen to promote the long overdue decentralization 
of the Mexican administration. He has taken several important steps in 
strengthening the state Governors and wants to decentralize PIDER's financial 
and technical administration to the state officials. Responsibility for 
policy and operations has recently been assigned to two different units within 
the Ministry of Programming and Budgeting. We are concerned that the central 
coordination necessary to manage a decentralized program could be weakened 
by this bifurcation. 

IDA and CGIAR (Please see Tabs 19 and 20 respectively) 

15. Of the two, you may wish to 
the Mexican authorities may not be quite 
significant scale. 

the IDA issue since 
ecome donors of aid on any 
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Other Conversational Points of Mutual Interest to 
President Lopez Portillo and Mr. McNamara 

16. President Lopez Portillo has a deep interest in administrative 
reforms and has been reorganizing the ministries at the Federal level and 
wants to strengthen the state and local governments. On assuming office 
he converted the earlier Ministry of Preside · £fairs into a Mi · try 
for Pro ramming and Budget ng an transferred to it, from the Finance 
M1nistry, the un ons of budget and expenditure control. He merged the 
Ministry of Water Resources with Agriculture; a and 

ev op ~n unc Ions fo tlie esta lishea M~1~n~1~-s~t~~~--~ 
1n1stry for Human Settlement and Publ1c Works". He believes in delegation 

and decentralization of decision making, both rather novel for the highly 
centralized system of government in Mexico, holds regular meetings of the 
Economic Cabinet, and wants to move from ad hoc to a systematic devol tion 
of funds in favor of the sta s. He should find a co ersat1on on your own 
experience with reorganization and on your system of management of interest. 
Should the occasion arise, you may draw him out on the following aspects 
of administrative reforms: 

ta& admi~istiatiye refa~ introduced by him 
~~~~-Is he satisfied with the outcome? Does he propose 

changes? 

-How is tl,e dece , · cy for making the state an/ 
local governments more of partners in the development process 
succeeding? A success on that front \vould be critical for 
etfectt~ implementation of rural and regional development 
programs. 

---Even before the Presidency, Lopez ort" lo was ~ 
int in the humid tro ics. of Uexico, 
regarding development of this region as important for con
taining the growth of the resource-poor central highlands. 
(We made a loan in FY78 for agricultural development in the 
tropics). How does the Pr ident assess the cha 
success of this growth pole new? Is there anythin specific 
that e ~I en would want the Bank to do to assist 1n 
his program for decentralized development? 

Points the Mexicans may raise 

17. Cost of Bank Loans: The Mexican officials have noted that the 
··'}>resent disbursement policy of the Bank is resulting in their having to 
.service loans in rapidly appreciating currencies which increases the real 
-cost of Bank loans substantially. As stated in the note at Tab 9 (para. 6), 
the effective interest rate do.es appear to be high (9. 5% to 10. 9%), and the 
Executive Directors would be considering in early February a proposal for 

.·distribution of exchange rate risks among borrowers. The new system may 
help Mexico somewhat, but a final solution of the issue would have to await 

· restoration of a regime of more stable exchange rates. 

Annexes I 
II 

III 
IV 

- Memorandum for Record from Mr. Krieger dated February 23, 1977 
Mr. Lari's memorandum of April 6, 1978 

- Memorandum for Record fr om Mr. D t dated September 26, 1978 
-Mr. Ardito-Barletta's letter to r. David Ibarra dated 

January 5, 1979 



.~ 
l .0' 

'1f 

TO: 

FROM: 

'uBJECT: 

WORLD BANKliNTERNATIONAL FINANCE CORPORATION Annex I 

OFFICE MEMORANDUM 
Memorandum for the Record DATE: February 23, 1977 

Adalbert Kriege~ 
MEXICO: Meeting at Blair House Between the President of Mexico 
Lie. Lopez Portillo and Mr. McNamara 

A meeting was held between 8:30 and 9:30 on February 17, 1977. 
A list of Mexican officials attending is included in the attached annex. 
Mr. McNamara was accompanied by myself. 

The President of Mexico opened the meeting by thanking the Bank 
for the support it has given to Mexico in the past .and for the understanding 
it has shown while his country faced difficult circumstances. ~tr. Lopez 
Portillo then explained his views, which he had expressed on several 
occasions during his visit, on the problemS which Mexico faces. He said 
that Mexico must attempt to resolve problems which are inter-related; it 

st e and ex orts at the same time that it takes ste s to improve the 
efficiency of production. This 1n turn is related to another 1mpo an 

roblem: unemp oyment. Mr. Lopez Portillo referred t o h1s conversations 
with res1den arter and other u.s. authorities regarding the issue. of 
illegal immdgration to the U.S. This problem could only be resolved, he 
said) if employment opportunities in Mexico are improved, and for this :the 
understanding and cooperation of the U.S. is required. 

In his reply, Mr. McNamara first congratulated President Lopez 
Portillo for the courageous steps taken by his administration during its 
first few weeks in office to resolve the short-term problems faced by 
Mexico. It is qlear, he said, that the new administration.had shown its 
determination to face the financial crisis which has affected Mexico by 
taking monetary and fiscal measures and obtaining the IMF' s support through 
an Extended Fund Facility for 1977-79. Mr. McNamara then referred to 
longer-term economic and social prospects and to the Bank's past and ~uture 
role in providing assistance to help resolve Mexico's longer term proble1ns. 
Mr. McNamara assured President Lopez Po~tillo that the Bank is prepared to 
provide Mexico with as much support as possible to finance development 
projects. He did not wish to specify the magnitude of future lending as 
this would depend on the number of projects which could be identified and 
carried out. However, as B len din the r ximately 
US$ 300 mi on a year, d be expect.e olume mi ght b.!t_ 
·ncreased in response to Mexico's development efforts. In order to reach 

.. . ~.: \ 
: .... ~~ .. ... . a satisfactory level of lending, it would, however, be necessary to: 

- .- .~"'· clarify the status of some loans which had been approved recently; ·obtain 
a definition from the Mexican authorities on other loans which are being 
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negotiated and~ more importantly~ agree on a pipeline of projects for 
· :future years. The latter would be the only way of ensuring that Mexico 
Ddght receive a continuous flow of financial assistance from the Bank. 

Mr. McNamara said that it would be both to the Government and 
the Bank's advantage to obtain, as soon as practicable, the Government's 
decision on three signed loans (SICARTSA TI, Rio Bravo Irrigation and the 
Highways Project). The Bank- would be willing to re-examine the nature 
of these projects but, as Mexican officials -- including the President 
himself who at one time was a Governor of the Bank -- are aware~ there are 
limitations to the flexibility with which Bank resources may be us.ed. It 
is not possible for borrowers to use fUnds granted by the Bank for one 
project to finance another without first cancelling the unutilized balance 
available for the first project and . analyzing the second independently. 

Regarding the loans proposed for five new pr~jects and for which 
total Bank lending amounting to about US$250 million has been discussed 
(Ports II, Maternal-Child Health Care and Family Planning~ Urban Develop
ment, Rural Development and Baja California Tourism) Mr. McNamara said 
that it would also be desirable if the Mexican authorities defined their 
position regarding each project as soon as practicable. He said that he 
did not wish to let too much time elapse without the Bank granting new 
loans and disbursing additional funds to Me~o, as this might be 
interpreted at some future time in the sense .tr.at the Bank had not provided 
support 1fhile Mexico was facing difficult circumstances. He suggested 
that it might be advisable :for the Mexican authorities to establish a 
working group to identity and prepare new development projects which the 
Bank might finance. 

the need for Mexico"to increase its~ 
ements in its fiscal --

~~~~~~~~~~~~~~~~~~~~--~e~r~v=i~c~e~ which the Government 
provides. was aware of the efforts the new 
administration was making to reduce the fiscal deficit to reasonable 
limits and that he appreciated that time was required to reach decisions 
on investment programs. He added that the Bank is prepared to cooperate 
with the Mexican authorities in analyzing public sector investments and 
that the authorities could count on Bank personnel for this task; a Bank 
mission could be sent whenever the Government thought convenient. 

In Conclusion~ Mr. McNamara said that~~n his opinion, the oldest 
and most difficult problems faced y Me,#co ar&3the absence of systematic . 
p anning of public 1nyest~t carce, and at times 1nsufficient, f'iscal 
x evenues • . If Mexico can retain the confidence of the internat1onal 
:financi~ community it could resolve its short-term problems. These, 
however, should not distract the attention of the authorities from longer 

o · 
.. , .·· 

· . ..., , 

.. 
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term development problems. Mr. McNamara asked President Lopez Portillo 
to advise the Bank, as soon as practicable, of his Government's decisions 
r _egarding investment priori ties and the projects mentioned earlier. 

President Lopez Portillo thanked Mr. McNamara for the frankness 
of his comments and sai d that he had, for tbe first time during his visit, 
been placed on the defen~d ve. There was no doubt that the Bank had clearly 
demonstrated its interest in helping Mexico; it was now up to the Mexican 

·._authorities to resolve pending issues and to create conditions which would 
make it possible to prepare a pipeline of projects. The President only 
referred to one of the three approved projects mentioned by Mr. McNamara; 
he said that SICARTSA II is being re-examined in the light of the private · 
sector's present situation. He added that Mr. de la Madrid would continue 
the discussions started by the Secretary of Finance, Mr. Moctezuma, with 
the Bank regarding the five pending loans and the preparation of a pipeline 
for future loans . 

There was then a brief exchange of views in which the Secretary of 
Tourism ·(Mr. Rossell de la Lama), the Secretary of Commerce 
(Lie. Fernando Solana) and Mr. Alfredo Phillips of the Bank of Mexico 
participated. The Secretary of Tourism expressed his thanks for the way 
the Bank had cooperated in preparing the Baja California tourism project 
and expressed interest in obtaining additional Bank support for a touris.m 
credit project. Mr. Solana referred to a possible sector loan for industry 
and Mr. Phillips briefly sought IFC's assistance in the energy field in 

. light of its new policies. In reply, Mr. McNamara said that it would be 
advisable to clarifY the Bank's position from the beginning on these matters 
so as to avoid mistaken expectations on the Mexican side about the nature of 
assistance which the Bank could provide. It was agreed that Mr. de la Madrid 
and some of his colleagues would meet Mr. Krieger in the afternoon to discuss 
on which bases loans for tourism and industry might be prepared. 

In closing the meeting, ~resident Lopez Portillo thanked 
Mr. McNamara agai n for the understanding which he and the Bank had shown 
toward Mexico whi le it was facing difficUlt problems and assured 
Mr. McNamara that he had no doubts about the extraordinary good will which · 
Bank officials had towards his country. . · · 

cc: Messrs. McNamara 
Knapp 
Lerdau 

. ' .·· 

var1 der Meer 
Holsen ~ 
Dutt ./"" . 

.... 



PARTICIPANTES EN LA REUNION CELEBRADA EL 
17 DE FEBRERO DE 1977 ENTRE EL PRESIDEN
TE DE LOS EST ADOS UNIDOS NEXI C.A110S Y EL 
PRESIDENTE DEL BANCO I HTERNACIONAL DE 

RECONSTRUCCION Y FOMENTO 

Lugar: Blair House 
Washington, D. C. 

Sr. Lie. Santiago Roel 

Sr. Lie. Eduardo Pesqueira 

Sr. Lie. Fernando Solana 

Sr. Lie. Jose LOpez Portillo 

Sr. Lie. Jose Juan de Olloqui 

Sr. Jose Ramon LOpez Portillo 

Sr. Lie. Antonio Enriquez Savignac 

Sr. Arq. Guillermo Rossel de la Lama 

Sr. Lie. Alfredo Phillips Olmedo 

Sr. Lie. Rafael Izquierdo 

Sr. Robert S. McNamara 

Sr. Lie. Hugo B. Hargain 

Sr. Adalbert Krieger 

Sr • . Lie. Miguel De la Madrid Hurtado 

Sr. Lie. Adrian Lajous Hartinez 

Secretario de Relaciones Exteriores 

Director Ejecutivo - Banco Interna
cional de Reconstruccion y Fomento 

Secretario de Comercio 

Presfdente de los Estados Unidos Mexicanos 
.. 

Subsecretario de Relaciones Exteriores 

Hijo del Presidente de Mexico 

Subsecretario de Turismo 

Secretario de Turismo 

Subdirector del Banco de Mexico, S.A. 

Asesor del Presidente LOpez Portillo 

Presidente del Banco Internacional de 
Reconstrucci6n y Fomento 

Embajador de Mexico ante la Casa Blanca 

Vicepresidente -_Departamento de Latina
america y el Caribe en el Banco Interna
cional de· Reconstrucci6n y Fomento 

Subsecretario de Hacienda y Credito Publico 

Director General del Institute Mexicano 
de Ctmercio Exterior 

The above are listed per sitting arrangements. 

,. 
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·TO: . 
• . . JM: 

SUBJECT: 

RANDUrv Annex II 

Mr. RobertS. Hcl~arnara (o/r)· DATE: April G, - 1.978 
(throu3h Hr. 1dalbcrt Kricr;cr 
E~rgenio l!;t]:;:F ?ircc tor LAC · 

HEXICO - Conference on J)ovcrty-Rclntcd Policicn, Procr:mm :-~nd Projectr.; 

1. The meetings took place on Harcl1 30 and 31 under Gerry Alter's 
chairmanship. Hr. Krieger opened the first ser::sion (his speech is 
attached). The general reaction of both :Hc>d.cans ·and Bank staff \·:as 
that the \o1hole exercise uas useful and \-Jell focussed on \tJh.a t the Hcxic:ms 
expected from the Bank. 

2. In a restricted meeting, on April 1, we discus~ed vitlt the Mexic~ns 
follm·;-up action. The· Hexicans repeated that their main r,oal is to des:i.gn . 
substantial progra~s in a number of priority seetors, aimed at allevi~tin0 
1-fexico' s povc:rty and uner:1ploymcnt and avoic.line that oil revenues be \·:r~sted 
or absorbed by the modern sector of the economy thus increas:i.n[; the gap 
between rich and poor. They recognize d tl~t this is essenti~lly their 
task and that the Bank could assist them effectively only to a limited 
extent and only in a fe\v sectors. 

3. Therefore, they suggested the follo\o;ing program to be carried out 
over the next five r.10nths: 

(a) On their return to Mexico, they will put together several 
'"orking groups that 'toJill prepare ,,1orking documents covering 
the basic elements of tlte overall econo~ic Etrategy and its 
sectoral implications. These documents should he ready in 
a period of t\oJO to three months. 

(b) These \\ .. orking documents uould be used ns a base fo.r a second 
round of discussions het'\·JQCll Nexico ~nd the Bank - to be 
held in Hexico - llhich \·muld specif:i.cally focus on overall 
economic strategy, urban development, and mecl:lum and small 
scale industries (including small mining). The firHt of 
these discuss:i.ons l~ould deal \·lith the overall economic 
stt·ategy nnd could be scheduled \vithin the next tl:o months. 
The subsequent discussion, relating to sectornl and project 
issues, coulu be held in about thr<.~e monthB. The substantial 
on-going Uank assistance in the rural sector \·!otlld conti.nue 
and hopcfu!ly intensify. 

(c) It is expected that ns a consequence of (a) and (b) a group 
of employment and poverty-oriented projects \·lould be 
identified.. For some of these projcets, p~1rti. cul;1rly those 
in the sectors mentioned ut (b) Llbove, Bank financing \1ou] u 
be sought; others would be intcrn3ll y fin:1nced uy thc"11ovcrty 
and En11~loymcnt Fund" to he crt!atcd in the ncar. futur~. 
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(d) A discussion \·11.11 be held \·li.thin the next four to five \:ecl~s 
on firming up the pipeline of project5 for gank fin:mcint .in 
the next tHo yc-!ars. Sm.1e new, povcrty-orj_cnlerl projects moy 
be included in the lendinr. pror,rat:l on thnt occasion. 

4. Bank support was also requested in the areas of b~~~;ic need~• .and 
project evaluation, in particular, of poverty-oriented projects. EDI 
could play a u~cful role by orgnnizinr;, perhaps in Hexico, :1 course on 
projec~ preparation and appraisal. · 

5. The Br.1nl: staff agreed to assist the Hex:tcetns :i.n this \·lOrk. pro:-rr<1m, 
in the sectors indicated. Visits to He~::Lco Hill he arrDn~;ed in the Sut .. ~ .... (!J:. 

Lie. C.cbreros (Undcr-Sccrettiry of Plannin~ \·!ClB nominnted by Lie. lzqtd erc~o 
to be the · ·[l.ct crson for this e;;:ercise. [Tldc is r;ood. He is a pivotal 
man :i.n the Govi:!rnDGn.t and has left an cxcelleut ir.1prcsEion: he ?.ppc~rs 
ca able decisive and co:Timittcd to tr~nslntc effcctivc·ly ~oo<.l i(!eas into 
good progr~~s and projects. 

6. Lie. Izquierdo also made the point that it is the wish of the 
Hexican authorities that all bilateral :i.ssues bet\·:cen l!S nnd Hexico be 
discussed between the two countries, without the assistance of an inter
national agency. He stress ed that, to be effective, Bank financial and 
technical a!3sis tance, and p.olicy advice, should be ke t clearly separated 

rom ~ initiatives. 

JVillarzu/EFLari:nsp 

cc: Nr. Knapp (o/r) .... 
Hr. Alter · 
Hr. Ca1ika 
lfr. Nmlr'ic!::i 
Hexico Division 
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WORLD BANK I INTERNATIONAL FINANCE CORPORATION Annex III 

OFFICE MEMORANo·urv1 CONFIDENTIAL 

Memorandum for the Record (j~ OAlESe~tember 26, 1978 

Devbrat Dutt, Division Cb~CIA DECLASSIFIED 

MEXICO: Meeting of Mr. McNamara with the Mexican Delegation APR 1 0 2013 
on September 22, 1978 WBGARCIDVES 

1. Mr. McNamara met with Mr. David Ibarra, Finance Minister, on 
September ·22, 1978. The Minister was accompanied by Messrs. Gustavo 

· Romero Kolbeck (Director General of the Bank of Mexico), Jorge Espinosa 
de los Reyes (Director General, Nacional Financiera), Jesus Silva Herzog 
(Director of Public Credit in the Ministry of Finance), Pedro Galicia 
(Nacional Financiera), and Eduardo Pesqueira (Executive Director for 
Mexico). F~om the Bank, present were Messrs. Stern' Ardito Barletta, 
Lari, Holsen, Koch-Weser and Dutt • 

. 2. Mr. Ibarra congratulated Mr. McNamara and the staff at the high 
quality of the World Development Report which has surveyed the develop
ment issues and prospects with great clarity. Mr. McNamara responded by 
stressing the importance of continued trade and capital flows for countries 
such as Mexico. 

3. Mr. Ibarra then spoke of the recent discussions among Latin 
American Governors in Acapulco and sought Mr. McNamara's sup ort for the 
new financial facility to promote trade 1n caP.1ta goods. Mr. · McNamara 
rep 1e t at t e proposa wou e studied but his pr1or1ties were in 
securing capital increase (without such commitments by next January, 
Bank's lending will have to be scaled down) and replenishment of IDA VI 
(to enable the Bank Group to assist the poorest developing countries). 
Mr. Ibarra stated that the Latin American Governors proposed to support 
these moves during the Annual Meeting deliberations. 

4. The conv·ersation then turned to what the Bank could do for 
Mexico. »r. McNamara stated that he was impressed by the wish of the 
Government to use the oil money for promoting economic development and 
said that the Bank would be willing to assist in this endeavour throug/ 
its lending program and technical assistance. Mr. Ibarra replied that 
the Government was preparing a -term lQ- rs strategy for 
growth. Mexico would further onomy, increase trade and 
improve its industries. It was tmportant for 
M~ico to develop its ca ital oods ind Another major objective 
of Mexico was to- decentralize economic activity. The minister said that 
he would appreciate Bank's ass1stance in these areas, and sought te~hnical 
assistance for preparing employment creating programs and projects to be 
financed with Mexico's oil money • 
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5. Mr. David Ibarra summarized his re uest from the Bank for 
assistance in the following areas: 

in developing capi~al goods industr • 

in providing technical assistance 
and evaluation for pr1or1ty areas so as 
capacit to use the oil resources wisel ; 

in preparin a long-term dev ment strate y, on the 
pattern of the study jointly undertaken between Mexico and 
the Bank in the early 1950s. 

Mr. McNamara generally supported the minister and stated that he would be 
pleased to help Mexico in all these areas. Mr. Ibarra thanked Mr. McNamara 
and said that on his return he would consult the Economic Cabinet on the 
joint study. 

6. Mr. McNamara, referring to the unprecedented increase in labor 
force that Mex1co wou d be facing in the coming years, pointed to the 
dangers of an ap reciation of the exchan e of the Peso, which would 
aggravate the dualism of the Mexican economy. He expressed the hope that 
the Government would be able to face up to the pressures and~aintain 
olicies that eatin ·nvestments and alleviation of 

poverty. agreed and explained that (a) t e Government had 
undertaken several studies to identify investments which have a large 
multiplier effect on job creation, (b) relative prices of factors of pro
.duction would be changed in favor of labor, and (c) supply bottlenecks 
were being ov~rcome to accelerate the rate of econom~c growth. 

7. Mr. McNamara then referred to t tance of increasing 
public savin s to enable the Government to finance an investment 
program large enough for the needs of the country. Mr. Ibarra admitted 
that untii 1976. the performance was not satisfactory, but noted that since 
then there had been a marked improvement and presently 70% of .the total 
investments were being domestically financed. At 18-20% of the GNP, the 
coefficient for domestic savings in Mexico was not bad, better than that 
in USA. Mr. McNamara clarified that he was referring to Government saving 
and perhaps there was scope for improving the prices of publicly produced 
goods and services. Hr. Ibarra agreed, stating that prices for steel and 
electricity had already been increased, public enterprises were improving 
productivity, Government was limiting the growth of expenditure, and the 
interacting problems of prices of public goods and management of the · 
overall economy were under study. 

8. Mr. Romero Kolbeck informed Mr. McNamara that Spain had been 
invited to join Mexico and some other Latin American countries, and the 
group would now move to 4th position in voting pawer in the Fund and 5th 
position in the Bank. Mr. McNamara said that Mr. Pesqueira had done an 
excellent job for }lexico and the Bank, and that he would be missing him 
from the Board. 
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9. Finally, Mr. Ibarra invited Mr. McNamara to visit Mexico in 
the near future and Mr. McNamara accepted the invitation, suggesting 
that his staff would check with the Mexicans and work out a date by 
the end of October. The visit ·would take place on mutually convenient 
dates, probably in December 1978 or January 1979. 

Cleared with and cc: Mr. Lari 

cc: Messrs. McNamara 
Stern 
Ardito Barletta 
Holsen 
Nowicki 
Koch-Weser 

Division IA 

DDutt:crm 



Lie. David Ibarra 
Secretario 
Secretario de Hacienda y Credito Publico 
Palacio Nacional 3er piso 
Mexico 1, D. F. 
Mexico 

Dear Mr. Minister, 

Annex IV (Unofficial Trans
lation) 

January 5, 1979 

Over the year we have followed with great interest your 

Government's efforts to improve its capacity to prepare, analyze . and 

implement projects and programs in support of poverty alleviation, 

employment creation, reduction of income disparities, promotion of 

agricultural production and spatial dispersion of the economy. We noted 

from President Lopez Portillo's address of September 1, 1978 that the 

Government would be making proposals on use of the oil money to correct 

the structural imbalances of the economy and to mitigate the basic socio 

economic problems of the country. During the Annual Meeting, you had 

requested Mr. McNamara to arrange technical cooperation from the Bank for 

project .preparation and evaluation in these priority areas. I am pleased 

to inform you, Mr. Minister, that we would be happy to develop further our 

special relationship with Mexico, sharing with you our experience and ana-

lysis of the anti-poverty and employment oriented programs in other 

countries. I broadly present below the steps that would be appropriate 

for such collaboration: 

1. In March 1978 we met with several of your colleagues to 

explain Bank's experience with poverty related projects. We would be 

willing to repeat similar seminars in the future, concentrating on specific 

topics of your interest, and such seminars could be held in Mexico or in 

Washington, at mutually convenient dates~ 
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2. Bank's operati~s in Mexico in the coming years would 

several projects related to\ 1nte rated rural and urban developmen 

ment creation, creasing productivity and income of small landholders 

and ejidatarios. I am asking the Bank staff to work closely with your 

colleagues in designing and evaluating such projects. I hope the experience 

gained during preparation and implementation of those projects would be of 

benefit to both of us. I look forward, in particular, to our joint efforts 

in designing and mounting a meaningful PIDER III project in the coming months. 

3. CECADE (El Centro de Capacitacion para el Desarrollo), a 

Mexican training institution, and ED! have agreed on a program for exchange 

of teachin materials of visiting lecturers, and in organizing specialized 

courses on project preparation and analysis in the agriculture and rural 

development sectors. (These arrangements are explained in Mr. Lari's 

letter of November 9 addressed to Mr. Cebreros, copy attached.) 

4. Suitable Bank staff would visit Mexico to present and di 
~=-~ 

relevant Bank documents on financial and 

on project appraisal techniques, and on institution building objectives. 
I 

l 
I . 

5. The Bank would be willing to receive a small number of 

selected officials f r om the Government and its a encies to work in Projects 

Divisions to gain experience in project analysis. By way of example, a 

financial analyst, or tariff expert, could work in LAC Energy Division to 

observe how the Bank identifies key financial and economic issues connected 

with power projects and tries to resolve them. 

6. Mexican officials may wish to visit some selected Bank 

assisted projects. We would be happy to assist in transfer of experience 

from selected projects to Mexican officials. 
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7. For some selected topics (example: spatial dispersion of 

economic activities) Bank staff may serve on a task force or act as 

c ------------
culated to them, and their views on the policy as well as investment 

issues invited. The Government could invite members of this panel to 

Mexico periodically to attend seminars or conferences on their regional 

development programs. Some of the Government's investment proposals may 

end up being financed by the Bank, but Bank's association on a much wider 

policy/investment front would already and more broadly be secured through 

these exchanges. 

8. Operations Evaluations Department (OED) of the Bank may assist 

in 

of OED, had a preliminary discussion with Mexican officials on November 7-11, 

and a follow-up is proposed over the coming months. 

I shall be grateful, Mr. Minister, if you would please let me 

know whether these proposals are acceptable to you and meet your wishes. 

I would suggest for your consideration that the Government nominate suitable 

officials who would be responsible for coordinating the technical cooperation 

arrangements in Mexico on the schemes summarized above--or modified 

according to your suggestions--and with whom my staff may work out the 

details of a program covering the coming months. 

With warm regards and best wishes for the New Year, 

cc: Lie. Rafael Izquierdo 
Lie. Alfonso Cebreros 
Ing. Fernando Hiriart 
Lie. Jesus Silva Herzog 

Yours sincerely, 

Nicolas Ardito Barletta 
Regional Vice President 

Latin America and the Caribbean 



MEXICO: Mr. McNamara's Meeting with Cabinet 
Members on Friday, January 19, 1979 

The Ministers for Programming and Budgeting (SPP), Finance, 
Government Property and Industrial Development (SEPAFIN), Agriculture, 
and Human Settlements and Public Works (SAHOP) will be meeting you 
jointly for about 75 minutes on January 19. A suggested list of 
points for discussion is presented below: 

1. Importance of medium and long-term strate for growth. 
is P-reparin this? u the Government want the Bank to 

assist~nce? Background materia s are 1n a s G-5, G- , G-7 
and also Tab E.) 

President Lopez Portillo is interested in medium and long
term planning for development and, early in 1977, created a Ministry of 
P o ramming and Budgeting, with res onsibilities for formulation of 
~~~w.:.~ril:;:r~~ev.'f_':;.e~opment ro ram as well as the annual expenditure budgets. 

towards the formulation of the medium and long-tern1 plan seems to 
be in its infancy, a preliminary macro-economic framework for 1978-82 
has been prepared and sectoral plans for agriculture, industry and urban 
development have been submitted to the President and the Economic Cabinet 
for discussion. However, the documents available to us give the impres
sion that these sectoral plans would need much additional work before 
these could servQ us guidelines for policies or invest.T'{lent in the res
pective sectors. You may commend the Government for what has been done 
and urge on them the im of a coherent long-term development 
strategy, as well as u mYlti- ear investment programs, to be in place 
b~ he · the oi mQUey, starts flow 

2. e aration and anal sis 
so that the Government can launch a substantial pover y-re ate program. 
(The note at Tab E--para. 5 and Annex !V--indicate ~hat the Bank is willing 
to do.) More generally speaking, project preparation capacity in the more 
traditional areas also (such as industrial projects, ports, power, 
irrigation) need to be strengthened if the Government expands substantially 
its investment program. The Ministers are likely to request for Bank's 
participation in the initial stages of project preparation, Bank staff 
will be invited to --·work together with Government technicians. 

3. President Lopez Portillo has expressed the wish to make 
sector industrial and utility enterprises financially viable. 
re u1re a rev1ew o t e pr1ces o goods an serv1ces pro uced 

by these enterprises. In view of our past dialogue, the Mexicans would 
probably take the initiative in raising this issue, ~xplaining that because 
of political constraints, tariff and price increases would be gradual and 
hope that the Bank would understand those realities. A related issue is 
one of domestic resource mobilization through more effective fiscal mea
sures; that issue would presumably come up for discussion with the Finance 
Minister earlier in the day. · 

4. What 
ent roblem? 

ment? Elucidation of the 
us. 
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5. What is the a ricultural 
rural overty is intertwined 

agricultural sector. 

projects 
back and 

Reduction 
of growth 

e of 

sector. 

Programs for improving production in rainfed areas and for 
extension of agriculture in the humid tropics seem impor ant. One of 
the major bottlenecks presently is ·nadequate supply of extensi \orkers 
and w~ recommend to the Government a program to strengthen the extens1on 
agenc1es. 

The Minister for Agriculture may be interested to hear 
Mr. McNamara's impressions onthe Benor experience and low cost dairy 
development in India. 

6. What is the "basic needs" policy of the Governme~ 
(They are engaged presently in a conversation w1th the Bank on some pilot 

·projects to insure nutritional, educational, housing and water supply 
needs in the pilot areas.) 

7. The Minister for Human Settlements and Public Works (SAHGP) 
may be interested in explaining his ideas about regional and urban policies 
and areas in which he thinks the Bank could be useful. Restraint on 
the activities of land speculation is important for success of urban/ 
regional development programs. 

8. ment of 
Bank's economic or wor 1n t e countr ? are likely 
to comment appreciatively on the work currently being done, but suggest 
that our economic report should present a more balanced account of the 
Government's efforts to improve the life of the poor; they feel that a 
good deal of effort has gone into this area though, they admit, that it 
may not have been enough. We suggest that you may express an appreciation 
of the conscious efforts of the present and Echeverria Administrations 
in this difficult ~rea, and eePress the ho e that with t ow of oil 

ill be able to do more and effectively reduce income 
disparities in the Mexican society. 

-· 
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MEXICO: COUNTRY PROGRAM PAPER 

Postscript 

92. The Country Program Paper dated September 8, 1978 
was reviewed in Mr. McNamara's office on September 20, 1978. 

93. The paper was well received and the recommendations 
of the CPP 'tvere approved. In particular, it was agreed that 
the Bank should (i) encourage and assist the Mexican authori
ties to develop long-term strategies and investment programs 
to address the lssues of poverty and acceleration of growth; 
(ii) carefully mo ito · · ove domestic 

and avoid over-dependence on oil and 
incre s lism in the economy and, (iii) provided the 
Mexican development effort continued to be adequate, strive 
to mainta in and expand the current lc".lel of lending to the 
country. 

,·;\ 

Latin ~~erica and the Caribbean 
October 18, 1978 
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COUNTRY PROGRAM PAPER 

MEXICO 

1977 Population: 
1977 per capita GNP: IBRD 

Total 
Current population ® ·a· growth rate: p_/ No. of loans 

No. of loans 
per mln. pop. 

Current Exchange Rate: 
F~ctuating around Mex$22.75 per US$ 

7( 116, 
17 .,...,{ 
y}) l31J 

FY74-78 

21 

0.33 

FY79-83 

<j .1~85:CV 
32185.0 

35 

0~55 

FY80-84 

32490.o s:..l 
32490.0 

36 

0.56 

Average Lending Per Capita Per Annum: Current $ (Canst. FY78 Commitment $) 

IBRD 4.72(5.32) 9.92(8.31) 10.87(8.63) 

/a World Bank Atlas, 1978 (forthcoming). . 
/b Average for 1970-1975. 
1£ The FY77-81 lending program proposed in this CPP compares with the 

program for the same period approved at the last CPP review (April 1976) 
as follows: 

FY77-81 Lending Program Percentage .Change 
Approved Proposed Proposed/Approved 

No. of loans and credits 30 31 +3% 
Current $ million 1,935.0 2,441.5 +26% 
Constant FY78 Commitment $ 1,817.2 2,246.1 +24% 
Per capita per annum 

(Constant FY.7 8 ·commitment $) 5.66 7.00 +24% 



MEXICO - COUNTRY PROGRAM PAPER 

A. Introduction l/ 

1. The last seven years have seen dramatic changes in the course of 
Mexican development. The rapid and sustained economic growth with stability, 
but little relief for the poorest Mexicans, which had been experienced in the 
earlier three decades, ended under the Echeverria Administration. By the 
mid-1970's Mexico was experiencing increased ector deficits, nflation, 
large b of a me icits, and ca tal fli t, deve opments whi 
forced the authorities to abandon on September 1, 1976 the fixed exchange rate 
that had prevailed since 1954 and to ~et the peso float. 

2. On December 1 1 1976, President Jose Lopez Portillo took office 
for a six-year term. He was the only serious contender since he belongs to 
the PRI (the Institutional Revolutionary Party) which has dominated the 
political scene for about half a century now. Despite some speculations to .the 
contrary, Mr. Echeverria--his predecessor--soon faded into the background, and 
President Lopez Portillo established himself as a trusted leader and able 
a4ministrator. He has reiterated his predecessor's commitment to improve the 
living conditions of the poor, but has shown greater awareness of concomitant 
administrative and financial constraints. He has abandoned the rhetoric that 
characterized the past Administration and has called on the private sestor ~o 
play a significant role in the country's development effort. He has also 
n ro uced a ministrativ , reorganizing the Federal ministries on 

an unprecedented sea e, and is promoting delegation of financial and adminis
trative power to the constituent state governments. The Administration is 
clam down on corruption in high office, has reduced its role in monitoring 
the press and, wh e s unlikely that PRI's monolithic dominance of the 
Mexican political scene will be shaken in the foreseeable future, the President 
has taken measures that encoura e political debate and even opposition, making • 
it possible for both right and le t w ng parties to participate in the poli
tical process of the country. The President has recently announced his pro
posal to grant amnesty to political prisoners at home and fugitives abroad. 

3. When the present Administration took office, it faced a near~nic 
,situati.Q..n d serious economic pr~~ems. . The Government t pOk stens to\~duce 
inflatio , restore confidence, anal!m ro administr • The inter~ 
nat ona banking community responded to these actions, as well as to growing 
awareness of Mexico's hydrocarbon resources, by continuing to meet Mexico's 

l/ The last CPP for Mexico was dated March 26, 1976. The last grey cover 
economic report was March 23, 1976 ("An Updating Report on the Economy 
of Mexico," Report No. 1110-ME); the most recent Basic Report was June 27, 
1973 (Report No. 192-ME). More recently, a comprehensive economic report 
was presented to the Mexican Government in December 1977 and the green 
cover draft is now in preparation. 
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foreign capital needs in spite of a debt service burden that is high by usual 
standards. Mexico is now coming out of a period of adjustment to the disequi
libria of the mid-1970's -- inflation is slowing, economic recovery is underway, 
and future growth seems assured. 

4. The country program was last reviewed with Mr. McNamara on April 7, 
1976, and an interim program for FYs 78 and 79 was reviewed by Mr. Knapp in 
July 1977. In the last eighteen months intensive discussions on economic 
management have been held with the new Administration and broad agreement has 
been reached on the important issues • . _ The Government has set up working 
groups to prepare borrowing programs from international agencies, and a 
delegation visited us on June 22 and 23, 1978 to present its medium-term 
borrowing program from the Bank. While Attachment 1 presents a lending 
program for FYs 79-84, for the moment Management approval is requested only 
for the years FY79 through FY81. The lending program for the other years, 
F~ 82-84, is essentially indicative of the sectors the Bank could usefully 
support; a firmer program for these years will be prepared following further 
discussions with the Government. 

B. Country Objectives and Performance 

5. The key problems that Mexico is facing are the following: 

(i) Population and Poverty. J9come distributioQ in Mexico is 
unevea and many Mexican families are very poor. The estimated 
share of the poorest 20 ere xicans in total national 
disposable come was only 3.4 ercent in 1968, while the u 
20 perce~t received 8. percent--a ratio of 17 to one. 
Mexico's labor force is now idl than in the 
past (about • p.ercent per year compared to 2.4 percent per 
year during ~960's). The challenge of providing productive 
jobs for both new entrants (about 550 000 er 
1975~80) and existing under-productive work~s 
workers -- over 40 percent of the labor f ) is awesome; 

(ii) riculture. Cro and livestock reduction in 
Mexico -- which had grown at percent per year ur ng 1945-1955 
and 4.2 percent per year during 1955-1965 -- grew at only 
2.1 ear durin 1965-1975. This near-stagnation 
signals the end of the strategy in which agricultural growth 
came from modern farming on newly irrigated land (both privately 
and e1ido owned), while rainfed agriculture was relatively 
neglected. Now the need for both increased production and 
income for Mexico's 1·3 million poor rural families require the 
adoption of new strategies; 

(iii) Regional Imbalances. The hea 
production, and public serv~i~c-e·s~~~~~~e~x~~ t area 
which has currently a population of about 12 million an is 
growing at over 5 e cent each ear -- and the scarcity of 
productive employment and services for rural Mexicans, are 
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challenges to urban management, economic development, and 
social justice. They imply diversion of some of Mexico City's 
future growth to other regions, as well as the gradual concen
tration of scattered rural populations into small towns so that 
basic public services could be provided more economically and 
productive activities would have a better chance of developing; 

Mobilization of Domestic Savings. Past failures to mobilize 
e h d s c r o to pay for public sector spending 
have left Mexico with a lar e forei n debt and a larae public 
~--~~~e~f=i~c~it. The increase in export revenues that is 
expected from petroleum and related products should alleviate 
the foreign debt problem and greatly ease the foreign exchange 
constraint. But larger domestic savin s, particularly public 
sector savings, woul e re uired to reduce the still high 
public sector deficit, compensate for. the drop in foreign 
savings implied by the increased petroleum exports and the high 
external debt service burden, and provide financing for addi
tional government programs. 

Population and Poverty 

6. Mexico's interrelated problems of rapid population growth and 
poverty are serious, and there are no quick and easy solutions to them. The 
relevant data from many different sources are not always in agreement, and 
some estimates are difficult to accept. Our knowledge of the extent of 
poverty in Mexico and of its multiple ramifications is still quite limited, 
especially since enquiry into it by the Mexicans themselves is also scant and 
of recent vintage. Most of our analytical efforts during the coming years -
hopefully jointly with the Mexicans -- will be aimed at understanding of 
complexity· of Mexican poverty, its roots and possible solutions. What emerges 
now is far from encouraging. About 35 percent of all households -- 3.6 
million families -- have incomes of less than one-third of the estimated 
national mean. ~/ Of these families, 2.3 million--representing 44 percent of 
the rural population--live in rural areas and are the core of Mexican poverty; 
they include abou£~.5 million self-employed e1idatarigs and small proprietors 
and 0.8 million land!ess agricultural workers. Other important members of 
the poor population are self-employed and salaried workers in manufacturing and 
construction. 

7. The roots of the present situation lie mainly in three processes; 
(a) rapid population growth, especially since about 1950, with a resulting high 
proportion of non-workers to workers and a rapid growth in the absolute size 
of the labor force; (b) neglect of agricultural laborers and owners of poor 
land who now comprise about 2.3 million of Mexico's 10 million families; this 
problem is in _part related to the near-stagnation of agricultural production 
over the last 5-10 years; (c) policies that have made capital cheap relative 
to labor. 

~/ According to the household budget survey of 1975 • 
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8. During the 1950's and 1960's Mexico experienced rapid demographic 
growth. Life expectancy increased from about 51 years in 1950 to 64 years 
in 1975. The decline in mortality was not offset by any fall in fertility, 
at least until the mid-1970's, so population grew about 3.4 percent per year 
during the 1960's and at about 3.5 percent from 1970 to 1975 according to 
official estimates. 

9. Confronted with a demographic problem of such magnitude the 
Mexican Government shifted from neutrality regarding contraception to 
active advocacy of family planning in the early 1970's. In 1972, health 
agencies were instructed to provide information and contraceptj.ve services. 
Programs to train medical and paramedical workers to dispense family 
planning services were initiated. With the enactment of the General Law on 
Population in 1974, the Mexican Government adopted a population policy as 
part of its program of economic .and social development. By mid-1976, 
approximately 1.2 million women were practicing family planning under ] , 
public sector programs and 600,000 were purchasing contraceptives through 3·3~~ 

7 commercial channels. During the past 18 months, another 1.5 million ~· ~-
acceptors were added to these numbers. 

10. While family planning in Mexico has made relatively quick progress, 
more remains to be done. The majority of acceptors are 35 years old or 
older; considerable effort must- be made to l ncriise the number of younger 
women covered. Moreover, efforts to date have been largely concentrated 
in the urban areas. This was the best place to start, but if the 
Government's ambitious targets are to be met, activities in rural areas 
will have to be expanded and this will be more difficult. 

11. The current Administration has adopted an extremely 
of reducing --the population growth rate to ;2;.:.• .:5.-..~...,~t~==-~;.;;;~~..;;;.;.;.;:-~ 
progressively thereafter to 1~~~~~~~~~r~~~~~~~~~ 
result in a year 2000 population of between 95 depending on 
emigration. For Mexico to meet this goal, the birth rate would have to decline 
over the 1970-2000 period at a rate of 0.9 per thousand population per yea£! 
only slightly less than that in the handful of East Asian LDC's where rates 
have fallen most rapidly. Under still optimistic but more likely assump
tions, Mexico's population will grow at about 2.9 percent per year in the 
T9J0:80 decade. By the year 2000 the growth rate would be down to 2.2 percent, 
and there would be 113 million Mexicans--more than double the estimated 51 
million in 1970. This projection assumes that the crude birth rate fell to 
40.7 per thousand in 1975 --which ~onfirmed by some sources 6ut d~nied by 
others-- will fall to 30 thousand b the ear 2000, -and that t 40,0QO 
Mexicans w ear. (This scenario iffers from the WDR 1978 
projection in that the assumed zero emigration.) 

12. Labor force projections are subject to less uncertainty because 
there is a 15- to 20-year lag between changes in fertility and the impact of 
those changes on the population of working age. The labor forS§ is expected 
to increase by about 3.2 ercent or 550,000 peo le er ear during 1975-80. 

s growth is accelerating and is pro ecte to reach 3. percent per year 
durin 1 If emigration were to decrease, the rate of increase would be 
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Poverty, Productivity and Public Policies 

13. The Mexican economy is marked by a 
dualism are buried deeply in Mexican history 

The dispersion of value a e 
pro uctive sector is, therefore, more than one tg twelye. These sectoral 
averages, only partly justifiable by technic;! factors, hide even larger 
differences in productivity within sectors. Value er worker in manu-
facturin es over a ran e of 8 o 1 between establishments with product on 

elow 1.5 million pesos per year, and establishments producing more than 
150 million pesos annually. Workers' earnings also vary widely, from an 
average of 7.5 thousand pesos per year in small establishments to an average 
of 40 thousand pesos per year in the 200 largest ones. The same duality 
exis a ture,- where .in 1970 7.4 percent of farms classified as 

produced approximately 4 times as much er hectare, and 20 
much per ca ita inco as the rest. ----. 

14. The recent and the present Mexican Government are clearly aware 
of these disparities, as well as of the fact that the general circumstances 
which made them possible in the past, have changed. The actions of Mexican 
administration have been always dictated by considerations of a realpolitik. 
Unlike in the past, the Mexican Legislative Assemblies are filled with men in 
their forties and fifties, and circulation of well-educated and often highly 
motivated men takes place within the upper levels of bureaucracy. Furthermore, 
social mobility is increasingly noticeable within the "have-nots" of Mexican 
society. "Parochial" individuals, mostly village-oriented traditionalists who 
are content with their isolated and passive life and who rarely make demands 
on the Government, are disappearing and yielding their place to "participants," 
who, while often ambivalent, formulate their demands and expectations and 
often try, through associations or interest groups, to influence economic 
policy decisions. 1/ It is largely the positive attitude of the latter which 
helped, in the past two years, to avoid upward pressures on urban wages and on 
guaranteed agricultural prices. It is also their anticipation that they may 

ll According to some social researchers, the share of Mexican population 
which is "parochial" in its orientation fell from 90 percent in 
the first decades of this century to 25 percent today (cf Roger D. 
Hansen "The Politics of Mexican Development" Johns Hopkins University 
Press 1974, page 184). 
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become beneficiaries of future growth that should, among other reasons, nudge 
the Government to take steps to alleviate poverty in order to avoid conflicts. 

15. The present Government views its role in combating poverty as taking 
place in stages. During the first two years of its administration it concen-
trated on overco the crisis it iriherited. This has been practically 
accomplished, and Mexico counts among a few countries which successfully met 
the IMF stabilization targets. It recently prepaid US$236 million (out of 
US$512 million) of the IMF extended facility. The next two ear --which are 
beginning now--are viewed as a period of c tion of the econom , of 
designing new policies, programs and projects, leading to an accelerated 
grow an a greater social justice. The Government is clearly aware that 
alleviation of poverty is a long process, and to be successful within the 
existing social framework, it has to be carefully prepared. The parameters 
are imposed (to quote the September 1, 1978 speech by the Mexican President) 
by "historical and geographical" reasons, and consist of: (a) the legal 
system, guaranteeing private property rights; (b) the free enterprise, free 
market economy, and (c) the convertibility of the peso and unrestricted 
exchange transfers. 

16. Among the presently emerging system of Government polic~--some 
of which are already being implemented--which are targeted on alleviation of 
poverty, the principal are: (a) the f m, (b) a steep 
increase in assistance to rainfed a lture, the single largest area of 
Mexican pove y, throug PIDER, agricultural extension and credit, (c) _a ____ _ 
meration of population, now spread in small rural centers, and remaining 
ceyon t e reac of essential public services, in larger, "conurban" centers, 
where basic needs could be better satisfied; providing incentives, infrastruc
ture and other conditions for development of regional growth poles, mainly in 
the underutilized but promising Gulf regions, (d) creation of a vast vocational 
trainin s stem, which would quickly provide basic training to some on 
Mexican workers,(e) a better satisfaction of housin needs of the ·population, 
through construction of 3 million dwellings y 82, compared to 1.5 million 
if the historical trend .continues, (f) income tax alleviation for the poor, and 
enforcement of tax collection--by using the s egu a ens--
richer population, (j) modernization oJlthe vast, but obsolete, inefficient 
and costly, commercial intermediation system, accounting for one-fifth to 
one-third of the GDP and often responsible for excessively high prices to 
consumers of basic goods and for low prices to small-scale producers, (h) 
;!Peralization of t~e foreign trade system through a decision to maintain 
the free float of peso and through a gradual but rapid abolishment of the 
import licensing system, replacing it by import duties; this led to substan
tial re-equilibration of the factor prices for labor and capital to the 
advantage of the former. ~/ 

ll Relative factor prices have been distorted, during the past several years 
(until late 1976), and capital, compared to labor wages, has been much 
cheaper (by one-half, according to our estimates) than it should have 
been in an "equilibrium" situation • 

. €? 
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17. Some of these policies rely, for their implementation, on ~ank
designed and supported projects. Some others have been influenced by the 
Bank's sectoral and economic studies, as well as by extensive technical 
discussions with the Bank staff, during which the Mexican officials provided 
the knowledge of institutional, sociological and political impediments, while 
the Bank staff shared its experience with similar progra~ in other countries. 
This dialogue promises to become more intensive in the near future. Potential 
impediments, capable of slowing down the implementation process, indeed exist, 
and range from entrenched regional bureaucracy and pressure groups, through 
possible skilled manpower shortages and difficulties in coordination and 
monitoring of complex, hitherto untri~d programs, to difficulties in over
coming secular working habits and location attachments of Mexican peasants and 
urban marginales. On the other hand, however, power of top decision makers 
in Mexico is concentrated and paid heed to, upper layers of bureaucracy are 
highly efficient, and their joint resolve to see these anti-poverty policies 
implemented should prove, in -a longer run, to be a determinant of success. 

Stagnation in Agriculture 

18. Growth of agricultural crop production has been slowing over the 
last three decades, from a high o~ 1.3 per annum during 1945-55 to 1.1 percent 
per annum during 1965-75. This near-stagnation of production combined with 
the relative neglect of farmers in the rainfed areas (at least until the early 
70's) and the increased availability of labor, resulted in declines in the 
average number of days worked, and in the drop in average annual incomes of 
farm workers. 

19. This performance has been caused, in large part, by (a) over-e hasis 
of lar e- le irri at n and neglect of ways to increase productivity in 
rainfed agriculture; (b) underpricing of irrigation w~, which not only 
affects public revenues but also results in misallocation of resources; (c) 
unresolved issues of land tenure which not only reduce production potential 
but in some respects also constrain further land redistribution; and (d) an 
ina ro riate structure of cro rices, which has caused shifts to 

20. Past governments have traditionally chosen to carry out large-scale 
irrigation schemes rather than direct their efforts towards thornier areas 
of action, such as improving rainfed agriculture. This policy was, for a 
time, highly successful in increasing output, thanks to the suitability of 
natural resources, the relatively low complexity of projects, the competence 
of project beneficiaries, and substantial financial support to producers by 
means of low charges for inputs. Consequently, a relatively small se ment 
of Mexican a riculture id and stead rowth. In addition to 
contr ut ng to production, irrigation projects brought two other benefits: 
irrigation has been by far the most effective way to create new agricultural 
employment, and most effective land reform has taken place in new irrigation 
districts--no farmer owns more than 20 ha. of land and some of the most produc
tive eiidos have been established in these districts. Conversely, the 
policy led to two adverse consequences: first, the momentum generated by 
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successful development of large irrigation schemes pushed the government 
beyond the limit of high return projects; and secondly, most of the basic 
problems of a large depressed segment of the agriculture sector were left 
unsolved. 

21. Awareness has been growing that, through the neglect of rainfed 
agriculture, the full production potential of about two-thirds of Mexico's 
cultivated area has e ~ exproited, and that the income disparities 
between t e modern and traditiona sector were seriously aggravated. In 
the early and mid-1970's several programs were started to provide improved 
extension assistance, primarily to mai·ze growing, to rainfed c_rop farmers 
(PRONDAAT), and complete development packages to low-income farmers in selected 
areas (PIDER, Papaloapan). As these programs were started only recently, some 
time must elapse before their results can be ascertained; however, their main 
thrust is correct. Prospects for increased output of rainfed a riculture 

highly ·remising, ut major efforts n manpower mobi ization and 
res , as well as capital investments in infrastructure, will be needed. 

Spatial Problems 

22. In thirty years, Mexico has changed from a rural country with weak 
economic links among its regions, to a more urbanized and geographically 
integrated society. The share of the population living in places of 15,000 or 
more inhabitants grew from 20 percent in 1940 to 45 percent in 1970. The 
Mexico Ci~ Federal District _alone had 14 ercent of the nation's eo 
1975, and accounted for over 30 ere of he na o uring 
40 percent of commerce, and over 50 percent of the nation's output o se es. 
UN projections based on recent trends show Mexico City to become the most 
j)opulous urban area in the world, with over 30 milion eo le b the year 
2000. At the other extreme, more than one t ird of the population live in 
p aces of less than 2,500 inhabitants, which for the most part offer little 
opportunity for productive employment or public services. 

23. Mexico, like most other nations, did not have until recently any 
explicit spatial policy, and instruments that affected spatial development 
have not been well-coordinated. It is only within the last two years that 
Mexico has moved towards establishing' a stronger, coherent and explicit 
spatial policy. The Law of Human SettlementsJ adopted in June !276, provides 
the legal authority for planning and implementing programs to achieve spatial 
goals. The stated objectives of the law are broad; the most important objec
tives are, on the national level, to reduce the growth of Mexico City, and to 
concentrate resources to develop a few ro i lternative re ions, as 
opposed to the past prac ce o generalized incentives. On the local level 
it should promote a more orderly urban growth, and implement it through public 
investments and land-use control. Among the poorest and least-developed 
regions, especially promisin for economic develo ment are: (a) the coast of 
the Gulf of Mexico, from Tampico to the Isthmus of ehuantepec, and (b) the 
Lazaro Cardenas-Zihuatane e ion. 
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Mobilization of Domestic Savings 

24. The major cause of Mexico's recent cycle of inflation, devaluation 
and economic stagnation was that the Government was s endin 
mid-1970's more was willing or a e to raise in revenues. e economy 

s now recovering, the exchange rate has been adjusted and t e present admin
istration exercises greater fiscal responsibility. Further improvements are 
still needed, however, in two areas: (a) tax reform to increase revenues and 
to make the stem more e uitab e, and (b) rationa ization of prices charged 
or goods serv ces produced by public sector enterprises. 

25. Federal gross tax revenues have been growing rapidly. in Mexico, ~ 
increasing t rom about 8.9 percent of GDP in 1970 to an estimated 14.5 percent 
in 1977. However, this ratio is still low c red to other similar LDCs, 
which nave tax ratios of 0 ercent of GDP. This easi e target 
for Mexico. isguises,on one extreme, the high tax rates 
on some sectors and income,~/ and, on the other -extreme, the narrow base on 
which rates are levied, anachronistic tax preferences to certain sectors, and 
extraordinarily high rates of avoidance and evasion. 

26. The Government recently organized a Working Group to study ways to 

~ 

improve the tax system. Additional revenues from exports of petroleum and 
related products are expected to increase total public sector revenues substan
tially in the near future, but these additional resources alone would not be 
enough to cover (a) the already existent ga b en ublic sector financial 
requirements and available non-in ationar financin , (b) the rop n orei n 
sav s mp ied y t e expected improvement in the balance of payments, and 
(c) the new programs the Government intends to launch to improve the living 
conditions of th 

27. Another major weakn~s of Mexico's public finances is in the~ 
licit in~ rices char ed by public sector enterprises and agencies 

for goods and services they produce. st mate subsidies o 1977 for few 
main items amount to over US$4 billion, equivalent to almost ~6~~~~~~dUu 
and roughly equal to the ent re pu lie sector deficit. About 60 percent of 
the subsidies are accounted for by sales of petroleum products at less than 
their o ortu t The Government is trying to rat~onalize · and reduce 
t ese subsidies but this involves difficult decisions concerning increases in 
the prices of electricity, drinking water, fertilizers, and petroleum products, 
as well as cuts in the transfers to state governments and agricultural and 
transport agencies with strong political support. 

28. To increase public sector savings is a task which is important not 
only to secure non-inflationary financing of expenditures, but also to permit 
the private sector to obtain the credit it needs. 

~/ Personal income tax rates rise in effect to 57 percent, and the sales 
tax rates on sumptuary and luxury items are as high as 30 percent. 
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A. Future Growth and Its Financing 

29. In attempting to project Mexico's growth and its external capital 
requirements, considerable unce-rtainties arise with respect to: (a) the 
Government's ability to increase public sector savings, (b) the likely behavior 
of the exchange rate, and (c) the mix between increased petroleum exports and 
foreign borrowing for financing Mexico's external capital requirements. The 
following "reasonable" assumptions correspond to our cautious expectations 
of future developments and form the basis of the projections found at Table 1: 

(i) Public sector savings and expenditures projections ~ssume a 
modest effort to increase tax revenues--in addition to 
petroleum-related taxes--through reducing evasion and improving 
tax administration, a marked increase in PEMEX savings, a 
gradual revision of the prices of some of the goods and 
services produced by the public secto_r and a rapid but 
controlled increase of expenditures; 

(ii) The exchange rate is projected to remain constant at its present 
real level. While the Government explicitly declares its 
intention to maintain a "clean" float of the peso, a contrary 
evolution, consisting of an appreciation of the peso would 
imply increased imports, reduced non-petroleum exports, and a 
slowdown in GDP growth because of the already high debt 
service burden ·and the virtual impossibility to increase 
petroleum output above the high levels projected until 1982; and 

(iii) In choosing a long-term option of petroleum exports vs. foreign 
borrowing, our projections are based on a strategy consistent 
with two objectives: (a) rapid economic growth of Mexico's 
non-oil sectors, related to further opening of the economy, 
an increased productive efficiency, and an ability to continue 
to grow and to increase exports after petroleum resources are 
exhausted; and (b) foreign borrowing and debt service are 
maintained at reasonable levels, with balance of payments 
current account deficits kept between an percent o 
and a debt-serv c a~ uc n between 
Computer simulations suggest t~h~a~t~~th~e~s~e~t~w~o~g~o~a~s~c~a~n~~~~~~ 
achieved. 

30. Another important assumption is the expected recovery of private 
sector investment. Private sector investment was stagnant during 1976 and 1977. 
It is expected to grow by about 11 percent in real terms during 1978-1982. 
There is strong recent evidence suggesting that it is actually recovering. 
Continuation of this trend depends upon the maintenance of a favorable climate 
for investment, such as confidence in the Government, favorable profit pro
spects, continuation of the stabilization effort and availability of credit. 
Most of these elements are already present largely thanks to recent policy 
decisions and Government attitudes. A more precise definition regarding 
the respective roles of private and -public investment is, however, still 
necessary. 
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Table 1: MACROECONOMIC PROJECTIONS 

- -
------

(US$ billion and 1975 prices, unless otherwise stated) 

Projections Growth Rates 

1977V 1978 1980 1982 1966-1970 

GDP 82.8 88.2 105.8 123.1 6.9 5.1 
Population (million) 63.1 64.9 68.6 72.5 3.5 3.~ 2.8 

GDP/Capita (US$) 1,312.0 1,359.0 1,542.0 1,700.0 3.3 1.9 5.4 

GDY 83.5 89.1 106.6 124.3 7.0 5.2 8.3 

Private Sector 9.8 10.8 13.7 16.8 6.5 4.8 11.4 
Fixed Investment 

Public Sector 6.8 8.1 10.3 12.0 12.7 8.5 12.0 
Fixed Investment 

Exports 5.5 6.4 11.1 i2.4 3.7 2.9 17.7 
Imports 6.2 7.6 10.2 13.2 7-9 4.1 16.3 

Balance of Payments 
Current Account -2007.7 -2758.1 -18.9 -1834.3 
(US$m, current prices) 

Terms of Trade Index 111.8 113.7 107.5 109.8 -0.3 1.6 -0.4 

Inflation (GDP Deflator, 156.0 184.0 237.0 279.0 - J:-6 19.4 12.3 
Mex$) 

Investment Ratio (% of GDP) 20.1 21.4 22.7 23.4 

National Savings Ratio 17.8 18.8 23.0 22.6 
(% of GDP) 

Financial Savings (Quasi- 14.9 18.0 24.0 30.0 
money as % of GDP, 
current prices) 

Import Ratio (% of GDP, 10.5 11.0 12.1 13.3 
current prices) 

Debt Service Ratio b/ 0.48 0.54 0.36 0.27 

P/ Preliminary 

a/ Debt service on public sector medium and long-term debt. Worker remittances are 
included as exports. 

b/ This growth rate is predicated on the basis of a decline of the ICOR from 4.5 during 
1976-78 to 2.7 during 1978~82. This, in itself, is nothing unusual, considering 
that the growth during the former period, revolving around 2 percent p.a. implied 
substantial underutilization 9f fixed capital. Moreover, capital investment in the 
latter period is partly channelled into the petroleum sector, which shows a 
notoriously low ICOR (0.9 for Mexic~). 
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Public Sector Finances 

31. Our projections of public sector investments (Table 2) are purposely 
conservative and reflect a minimum estimate of Government's intentions. Even 
at this minimum, investment is expected to rise at 10 percent per year in real 
terms. Resources will be shifted--as intended--towards the priority areas of 
electricity, petroleum, agriculture, and basic needs. The high priority 
the Government has assigned to programs aimed at alleviating the living 
conditions of the poor is reflected in the high share (65 percent) of welfare 
and social infrastructure and a riculture and rural develo me t ca ital 
expenditures in total non-oil invest nts, compared to on~l~-~6~~~----~---
recedin eriod. These growing investment expenditures would be accompanied 

by increased current expenditures mainly in education, health ·and agriculture. 
We project current government expenditures to rise from 11.2 percent of GDP in 
1971-76 to 13.2 percent during 1977-82. Such increases over a relatively 
short period could exert a pressure on the pUblic sector's absorptive capacity 
and may run into institutional and administrative constraints. 

Table 2: MEXICO - PUBLIC SECTOR INVESTMENT, 1971-1982 
(US$ billion, 1977 prices) 

1971-1976 1977-1982 
_L _L _L _L 

Industry 12.3 37.4 28.0 48.3 

PEMEX (5.6) (17.0) (17.1) (29.5) 

dthers (6.7) (20.4) (10.9) (18.8) 

Welfare and Social 
~1.3 Infrastructure 19.5 

Transport and 
Communications 6.9 21.0 9.3 l6.1 

Agriculture and ~ 
Rural Development 5.2 15.8 8.1 14.0 

Tourism 0.2 0.6 0.3 0.6 

Administration 
and Defense ~ 2.4 ~ 1.5 

Total 32.9 100.0 57.9 100.0 

Rate of 
Change (%) 

127.6 

(205.4) 

(62.7) 

50.7 ~/ 

34.8 

55.8 

50.0 

12.5 

76.0 

~/ As this investment has been rather low during 1977 and 1978 - because of 
the implementation of stabilization policies - the expected annual invest
ment during the remainder of the period (1979-82) is planned to grow at 
over 10 percent p.a. in real terms. 
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32. Some of the elements of capital spending during 1977-82 are the 
following: 

(i) Investment in social infrastructure of US$11.3 billion, 51 
percent above 1971-76 levels~/, for transportation, waste 
collection, water and sewerage. 

(ii) School construction--US$$2.2 billion, 48 percent over 1971-76 
l~vels ~/, to accommodate an increase of the school-age popu
lation by 3.5 million and to increase primary and secondary 
enrollment ratios to 90 and ·-so percent respectively._ 

(iii) Health care facilities--US$1.9 billion, 48 percent more than 
provided during 1971-76 ~/, emphasizing clinics in rural areas. 

(iv) US$2.7 billion for workers' housing, double the amount spent 
under the last administration. ~/ 

33. The projected increase (Table 3) in total public sector revenues, 
from 16.2 percent of GDP in 1977 to 21.6 percent in 1982, would not be enough 
to finance this program in a non-inflationary way. It should be noted that we 
are assuming a more gradual reduction of inflation than the authorities 
expect: the rate of inflation would fall to international levels only in 
1982. A more rapid reduction of inflation would require a more stringent 
monetary policy. 

34. The Government has reduced inflation from annual rates of about 
50 percent at the end of 1976 to about ercent durin the first half of 
1978. This has been accomplished by wage restra nt, price freezes of many 
important goods and services, a tight monetary policy, and a marked slowdown 
in public spending. The expected and necessary increases in public spending 
in the future would require corresponding increases in public revenue if 
inflation is not to be revived. Our estimates show that the planned revenue 
increases could prove insufficient. Exporting more petroleum cannot solve 
this problem, at least over the next 3 or 4 years, when exports .are projected 
at their maximum, given the present and the incremental production capacity. 
The alternative of containing inflationary pressures by fixing the exchange 
rate and other prices could become self-defeating and disequilibrating. 
Neither is a substantial additional foreign borrowing an option over the next 
two or three years, as the debt service ratio and the rate of growth of imports ~ 
are already high. Therefore, the binding macroeconomic constraint in the ~ 
years ahead is the availability o domestic savings, in particu ar o pu lie 

au or t es are aware ofr this, but may be fac i ng 
The busine s communit is strongly against 
e exchan e at d other ke r ces 

an Considerable skill will be required· on the part 
of the Government to resolve these conflicts. We expect that the Government 
would make an additional effort to close the financial gap through mobiliza
tion of additional revenues and some domestic borrowing, and we are carrying 
an on-going dialogue with the authorities on these issues. 

~/ All in real terms, 1977 prices. 
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Table 3 -C5NSOLIDATED PUBLIC SECTOR FINANCES, 1977-82 

(% of GDP) 

ProJections Period Avera£"e~ 

1977!.1 lill. 1980 1982 1211-76 1977-1982 

Current Account 

l. Total Public Sector Revenues 16.2 16.4 21.3 21.6 11:.2. li:l 
a) Taxes (net) 12.3 14.7 Qg> 9.6 13.8 

(i) On Petroleum and related products (1.2) (1.4) (2.7) (2.7) (0.8) (2.2) 
(ii) Others ( 10.9) (10.9) (12.0) (12.7) (8.8) (11.6 ) 

b) Savings of Public Sector 

Enterprises 2.2 (9J -0.1 1.3 

( i) PEMEX (1.0) (l. 5) (4.0) ( 3. 6) (0.6) (2.9) 
(ii) Rest ( -1.1) (-1. 5) (-1.8) (-1. 8) (-0.7) (-1.6) 

c) Non-tax Revenues 4.2 4.1 4.4 4.4 4.4 4.3 

2. Current Expenditures 12.8 ~ ll:.2. 14.0 lid !hl.. 

3. Current Savings (3 = l- 2) £:.1 6.2 

Ca:Ei tal Ac.count 

4. Resource for Investment 3.6 4.4 ~ 7.8 ll 6.4 

a) Current Savings (Line 3) 3.4 4.3 7.8 7.6 2.7 6.2 

b) Capital Revenues 0.2 O.l 0.2 0.2 0.2 0.2 

5. Total -Investment- hl ll lQ.& 1:2..& g 10.3 

a) Direct Investment 7.0 7.9 9.0 9.0 7.0 8.5 

b) Indirect Investment!/ 1.7 1.7 1.8 1.8 1.2 1.8 

/ 
Capit~ Account Deficit (-) -5.1 -.2.:.!. -2.8 -1& -2:.1 -ll - o. 
(6 = 4 - 5) 

Financial Account 

-7. Uses .a.£ Funds 8.1 ll .2.:1. 2..:..2. 1& §..:.!. 

a) Capital Account Deficit (+) 5.1 5.2 2.8 3.0 5.3 3.9 

b) Other Deficit Financin~ 3.0 2.2 2. 5 2.5 2.3 2.; 

a. So:urces of Funds hl 2..:..2. g hl 7.6 !.:1. 
a) Domestic Credit 4.0 3.1 2.8 2.6 3.9 3.0 

b) External Credit 4.1 2.4 -0.6 0.7 3.7 1.2 

-·- 9. Financial Gap ( 9 • 7 - 8) 1.9 3.1 2.2 2.2 

Includes financial investments and extra system capital transfers. 

Includes the deficit financing or non-budgetary controlled public sector enterprises and the financial 
public sector (development bank and trust funds). 
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35. While projected increase in petroleum revenues and savings would 
not be enough to satisfy the pUblic sector's needs, particularly before 1982, 
this could change if an agreement between Mexico and the USA is reached on 
exports of gas. 

Balance of Payments and Exchange Rate Policies 

36. The rich petroleum reserves discovered during the mid-1970's are 
an important element in Mexico's future balance of payments. As of July 31, 
1978, the proven plus probable reserves were estimated at 57 billion barrels 
(crude equivalent) and potential reserves as high as 18Q-200 billion barrels. 
These reserves, PEMEX's ability to exploit them and the high world prices 
for petroleum have greatly enlarged Mexico's access to the for.eign exchange 
necessary to service the country's large foreign debt and to pay for the 
imports required for economic growth. 

37. Projections of petroleum, petroleum products and petrochemical 
exports are contained in Table 4. They imply major shifts in the trade 
balance, which would move from a deficit of US$604 million in 1978 to s~ 
of US$664 million in 1979 and US$1.2 billion by 1982. Correspondingly;-the 
current account deficlr-would drop from 3.4 percent of GDP in 1978 to a low 
of 0.2 percent of GDP in 1980 and would be only 0.9 percent in 1982. We are 
projecting imports to grow by an average annual real rate of 16.3 percent 
between 1978-1982, which implies an overall import elasticity of about 1.9, 
double the historical figure of 0.9. This rapid increase in imports is 
predicated on the basis of (a) a gradual opening the economy, (b) the high 
rate of growth expected for the next five years, (c) the large pUblic sector 
investments expected, especially by PEMEX and CFE, and (d) the planned program 
of import sUbstitution in capital goods which will require considerable 
imports in its early phases. 

38. The balance of payments improvements would be accompanied by a 
marked decline in the debt service ratio, which after peaking at cent 
in 1978 woUld drop to 34 ercent in 1982 and should reach a low 24 percent 
i~4 if oil and related product exports (not including petrochemicals) 
are kept constant at their 1982 level. Total pUblic sector debt (including 
short-term) would reach US$25.8 billion in 1982, declining by 20 percent in 
real terms compared to its 1977 level. Nothwithstanding these improvements, 
Mexico would remain a heavy borrower abroad: gross borrowing (including 
short-term) would fluctuate around US$7 or 8 billion per year for the next 
four to five years. 

39. This assumes that the exchange rate will remain constant in real 
terms. If the authorities s to the ressure of letting the eso ~~ 

~~~~te in real terms, the result--among others--wo e a s stantially 
r current account deficit and the need for more petroleum exports or for 

larger capital inflows. If Mexico's current high debt service ratio is not 
reduced, additional heavy borrowing could prove difficult, the country's 
hydrocarbon reserves notwithstanding. 
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Table:_ 4 ~ PETROLEtH-1 AND PETROCHEMICALS EXPORTS, 1976-82 

1976 1977 1978 1979 1980 1981 1982 

I. Volume (OOO'bbl/day) 

Crude Oil 94.0 202.7 344.1 446.2 845.6 782.3-

Refined Products 
Fuel Oil E:_/ 47.7 196 .. 2 242.5 

- Others 3.0 4.4 25.0 235.6 238.4 24Y.3 

Natural Gas ~/ b/ 1.0 67.8 67.8 67.8 

Petrochemicals (tons/day) 5.0 85.0 1225.0 1244.0 2666.0 4929.0 5707.0 

II. Yalue (US$ Million; Crude Oil Eq.uivalent) E_/ 

Crude Oil 419.3 991.4 1683.0 2346.9 4756.2 4708.6 5238.8 

Refined Products 24.6 139.6 1620.8 2436.2 2910.5 3783.6 
Fuel Oil (-) (- ) (-) (205.7)(904.9) (1196. 9 )(1626. 5) 

- Others (-) (24:-6) (139.6) (1415.1)1531.3) ( 1713 . 6 ){ 215 7 . 1 ) 

Natural Gas 4.0 292.4 312.7 334.6 358.2 

Sub-Total 419.3 1020.0 1822.6 4260.1 7505.1 7953.7 9380.6 

Petrochemicals 0.3 8.6 12-4.6 136.1 311.9 617.1 764.7 

Total 419.6 1028.6 194.7.2 4396.2 7817.0 8570. 

Memorandum Item 

Crude Oil Price 12.22 13:.4 13.4 14.41 15.41 16.49 17.65 

Total Exports 6529.8 7275.0 9140.7 12697.7 17236.7 19228.0 22273.9 
(US$ Million) 

These export projections are consistent with a scenario in which domestic 
consumption of fuel oil is gradually replaced by natural gas and the excess 
fuel oil is exported. It would require the construction of an integrated gas 
pipeline system within Mexico so that the northern gas production area (dry gas) 
is linked with the southeast area (associated gas). 

b/ Fuel oil equivalent. 
£/ The value equivalences 

1977-82, as follows: 
were estimated using PEMEX average prices for the period 

1 bb refined product (other) = 1~142 bb crude oil 
1 bb fuel oil = 0. 82 bb crude oil 
1 ton petrochemicals = 20.8 bb crude oil 

" 

f/, \L~ 
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Petroleum Exports vs. Foreign Borrowing - A Long-term View 

40. In the longer term the question of appropriate strategy for financing 
Mexico's capital needs is open. One option would be to expand PEMEX produc
tion capacity and exports to the level where the foreign exchange generated 
would finance most of Mexico's external requirements. Alternatively, Mexico 
could borrow as much as possible from the international capital markets and 
use the oil reserves as collateral. The decision as to where the line should 
be drawn between these two extremes depends upon many factors, among them 
Mexico's need to pursue a balanced growth strategy, the country's capacity 
to mobilize domestic resources, projected domestic consumption of hydrocarbon 
resources over time, expectations regarding the future price Qf these resources 
vis-a-vis the real cost of borrowing and market constraints. We do not have 
the information needed to solve this complex optimization problem. Instead, 
we present a mixed strategy of "reasonable" foreign borrowing plus "reasonable" 
petroleum exports. This is reflected in Table 5. 

41. The latest analysis available to us indicates that the prices of 
well increase substantial! in mia-1980's 

t e rea cost to Mexico of borrowing in international markets is expected 
to fluctuate around 2-3 percent. It is therefore ~t~o~t~h~e~a~d~v~~~~~~~~ 
to finance as much as f its external r n borrowing. 

s conclusion is reinforced by the high expected domestic consumption o 
hydrocarbon resources and by Mexico's need to maintain a balanced growth 
strategy, so as to avoid a painful adjustment process later, when domestic 
production of petroleum and related products will begin to decline. 

Table 5: EXTERNAL CAPITAL REQUIREMENTS AND THEIR FINANCING - 1977-1982 
(US$ Million) 

1977 1978 1979 1980 1981 

Net Capital Inflow ~ 2,007.7 2,753.1 1,660.8 18.9 1,405.0 
Plus Amortization 2,461.7 3,635.9 4,293.2 4,750.8 4,574.9 
Minus Direct Investment 437.3 679.7 781.7 875.5 980.5 
Minus Other Capital~ -2,309.8 -271.6 -289.3 -276.2 -369.4 
Equal Gross Medium and 

Long-term Borrowing 6,341.9 5,985.9 5,461.6 4,170.4 5,368.8 

Disbursements on: 

IBRD Loans 201.9 189.9 309.9 390.3 418.1 
IDB Loans 184.4 226.8 268.6 306.0 315.3 
Bilateral Loans 167.6 179.9 190.0 217.3 267.9 
Private Capital Markets /c 5,788.0 5,390.2 4,693.1 3,256.8 4,367.5 

~ Current Account Deficit. 
/b Includes changes in reserves. 
is.. Includes suppliers' credits and bonds. 

1982 

1,834.3 
4,539.9 
1,098.2 
-668.7 

5,944.7 

406.1 
344.3 
318.6 

4,875.7 
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42. Under the assumption that Mexico would be running a balance of 
payments' current account deficit of about 3 percent of GDP over the next 
20 years, and under optimistic assumptions regarding the rates of growth of 
non-petroleum exports, of total imports and of domestic petroleum consumption, 
Mexico would have to produce between 28 and 44 billion barrels of hydrocarbon 
products during 1980-1999, equivalent to 50-77 percent of its presently 
assessed proven and probable reserves. 

43. To sum up, Mexico's current income level and its need to sustain a 
high rate of growth and employment generation argue in favor of complementing 
domestic savings with external assistance. It would be to th~ . advanta e of 
Mexico to borrow reasonable amounts abroad, especially a ter t reduces its 

rvice ratio to lower, more accep a le levels, while, at the time, 
it should engage in careful planning of the tim and of th 
--~~~~~~--t, Q~~~y~~~~~~~~ 

D. Progress Toward Prior Goals 

44. On reviewing the CPP in April 1976, the Management agreed to adopt 
a flexible stance towards operations in Mexico in ord~r to respond to the 
country's needs as circumstances might require. For the last eighteen months 
the Government has been pursuing three major economic objectives: (i) _to 
stabilize the economy and to bring inflationary pressures under control; 
(ii) to resume economic growth; and (iii) to mount an anti-poverty, 

lo ram. 

45. Faced with the new realities of stabilization, the Government sought 
the Bank's cooperation in modifying several ongoing projects. Projects making 
substantial demands on budgetary resources were either restructured (the 
Highways VII and Airports project were both scaled down), or substantially 
reduced in scope with a corresponding reduction in the Bank loan amount (the 
Bajo Rio Bravo/Rio San Juan Irrigation loan of $150 million, made in FY75, was 
reduced by $100 million). For some other projects (Rio Panuco and Rio Sinaloa 
Irrigation projects) the implementation schedules were changed and the Bank 
was requested to consider supplementary loans. A loan of $95 million for a 
steel expansion project was cancelled when the Government decided to postpone 
the whole project by several years. At the request of the previous administra
tion, a ports loan had been processed through the Loan Committee stage, but 
the new Government decided to postpone the project and the loan was not 
negotiated. 

46. Whereas it seemed likely at the time of writing the previous CPP 
that a Bank loan might be required to carry out a family planning project, 
the new administration, while committed to carrying out a vigorous family 
planning program throughout the country, indicated its preference to do so 
without recourse to financing from the Bank in view of the politically sensi
tive nature of this activity. The extensive work carried out by Bank staff in 
preparing a project to extend family planning services to rural areas where 
birth rates are highest is, however, being used by the authorities to carry 
out their own program. 



- 19 -

47. In spite of these developments, the level of Bank lending in FY77 
and FY78 combined was only slightly lower than the program suggested in the 
previous CPP, but the number of projects was reduced according to Management 
guidance during the last CPP review. Actual loans amounted to US$631.5 
million equivalent for eight projects (excluding the loan of $95 million for a 
steel project which was sUbsequently terminated) as compared to the program of 
US$700 million for twelve projects envisaged in the previous CPP. The 
selection of projects receiving Bank support was altered, however, to adapt 
the program to changed economic circumstances. The austerity program adopted 
by the new administration limited its capacity to provide counterpart funds 
through the budget. The urgency of improving Mexico's balance of payments and 
of stimulating economic activity in the private sector called .for projects in 
support of entrepreneurial initiative in industry, agriculture and tourism. 
The Bank responded by expanding its support for credit projects in these 
sectors; four such loans, aggregating $397 million, were made in FY 78. 

48. To help improve the distribution of income in rural areas, support 
was provided to a second phase of the Integrated .Rural Development Project 
(PIDER) and to an Agricultural and Livestock Credit Project, both of which 
include features to the benefit of lower income producers in rural areas. 
A credit project for small and medium scale industry is also expected to have 
a favorable impact on income distribution. Mexico's concern for a better 
geographical distribution of economic production and employment, was supported 
by two loans: Tropical Agricultural Development Project to expand the frontiers 
of agriculture in the sparsely populated humid tropics, and Lazaro Cardenas 
Regional Development Project to help the Government formulate a strategy for 
d~veloping areas located away from the main urban concentrations. 

E. Bank Strategy 

(j) (# 
/.1'{+9. Mexico's problems of n, J¥1DJ:i5' 
~overconcentration ot economic activities around the capital and two other 

cities in the water-scarce central plateau are interrelated. Poverty is 
both the consequence and cause of high population growth. Stagnation of 
agriculture is further accentuating income disparities to the disadvantage of 
the rural population where over one half of the households are already unable 
to meet their basic needs. The growing disparities between life in small 
communities and in the th~ee large cities have provided incentives for migra
tion, an4 the problem of providing jobs to a labor force increasing at 
an unprecedented scale will be further aggravated if emigration outlets to 
the north are closed. 

50. Mexico's development problems, reviewed above, are not new. What 
has changed are the constraints, the options available, and the views of the 
Government. President Lopez Portillo in his September 1978 State of the 
Nation message warned his countrymen that Mexico presently confronts the 
most important and serious crisis in its entire history. In his words "twelve 
months go by quickly for those on whom they weigh lightly and who enjoy life, 
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but how slowly and bitterly they drag for those who suffer under cruel burdens 
they bring. It has been a year in which we have enriched our political life-
but made no progress in redistributing wealth; a year in which we could not 
provide jobs for all who wanted to work; and a year, perhaps, in which some 
ineq uali·ties become more marked ••• " He called for a system where production 
and distribution take place simultaneously. The President announced that 

• __ Q._e would short! submit to the Congress a proposal for handling, through 
separate a o ts rom export and reduct taxe n oil, 
presumably to solve some of these pro ems that he ~ so clearly en - ied. 
H9:_1las categorically ruled out use of these fm1ds to\.Jieet ulist demands, 
t~uild u foreign reserves or t~repay foreign debt; he has warned against 
reliance on these m1 to relax tax, ·-tariff and other budgetary policies that 
would have been necessary in the absence of oil surpluses. 

51. Relations with the United States will have an important bearing on 
the growth path of Mexico. The traditionally open financial relation, with 
mobility of capital both ways, is expected to continue. Agreement between the 
two countries on sale of natural gas would have· provided Mexico additional 
flexibility in export earnings over the medium term. The U ma for 
Mexican manufactures and high-value agr o s (fruits and vegetables) 
is imp ustrial and agricultural investments, and 
finally the US an ety valve r 
already facing s erlous employment 

52. The other non-financial constraint that Mexico faces is in pre-
paration and implementation of poverty related programs and projects. Mexico 
has a large pool of talented manpower and could train them to increase its 
absorptive capacity for social investments provided it has a clearer idea of 
what is to be done and how. It is in this area that the Government has 
approached the Bank for advice and supPc>rt; we have exchanged our respective 
experiences and agreed that the Bank staff will work together with their 
Mexican counterparts to devise programs and projects suited to the present and 
future needs of the Mexican society. It is this partnership that the Mexicans 
seek, and we think would be the most significant contribution of the Bank to 
the country in its present predicaments as well as apport mJ.ities. 

53. Mexico is a creditworthy client, even though her debt service ratio 
has been increasing over the recent past to reach 46 percent in 1977; it is 
expected it peak at about 54 percent in 1978. Thereafter, it is expected to 
decline sharply to levels of around 20-30 percent in the early 1980s, mainly 
as a result of the rapid expansion of petroleum exports. This comparatively 
high debt service ratio is more a reflection of the low level of exports 
relative to GNP and the high proportion of Mexican borrowing from commercial 
banks than it is an indication of a high level of external debt relative 
to the size of the economy. The commercial banks are lending to Mexico 
large amounts (about $6 billion in 1978) on terms somewhat better than to 
other medium income developing countries. 

54. In this situation, the usefulness of the Bank to Mexico depends less 
on the transfer of financial resources as such than on the specific features 
of our assistance (transfer of know-how, catalytic role, institution building), 
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and on the economic and technical dialogue that accompanies our lending 
operations~ The main strategy for the Bank in Mexico in the coming years 
wou~d be (i) to continue the policy dialogue for resumption of high growth 
with more equitable distribution of the benefits; (ii) to assist in operations 
leading to hi her employment, alleviation of overt , meetin of bas c nee s 

spatial d spe sron o economic activities; ii) to help Mex co 
some of t e newer and much needed activities in the economy such as 
goods and agro industries, developing of fisheries and forestry 

resources; (iv) to assist in institution building activities and in consolida
ting sound sectoral development policies. 

55. A~cordingly, even though Mexico would be borrowing abroad annually 
$7-8 billion (gross) in the coming years, we are proposing Bank lending of 
$1.8 billion over three years (FYs 79-81) and tentatively $3.5 billion over 
the five years FYs 80-84. Debt service on Bank loans amounted to 4 percent 
of public debt service in 1977; this ratio is projected to decrease over the 
next two years and to increase afterwards. The. Bank currently holds about 
6.8 percent of Mexico's total medium- and long-term public debt, and this 
ratio is likely to increase to about 10 percent by the early 1980s. With 
the proposed five-year lending program, the Bank's · exposure in Mexico will 
be somewhat reduced and Mexico's share of total IBRD debt outstanding will 
decline from 9 percent in FY78 to 7.7 percent by FY85. 

56. Whether we will be able to achieve the lending goals fully is un-
certain for several reasons. First, Mexico has easy access to commercial 
borrowings and financial institutions which are eager to lend to Mexico, 
ask less questions and attach less conditions to their loans that the Bank. 
Also, the processing cycle for Bank loans is longer, 18-24 months from iden
tification of the project, and our readiness to finance local cost is limited. 
Moreover, we ourselves are somewhat new in areas such as basic needs, spatial 
problems, or pollution control and would be learning as we work on the Mexican 
projects. Lastly, several of the large projects, with institution building as 
the major objective, involve difficult pricing issues (examples: prices for 
fertilizer, power and railway services, water in Mexico City area) on whose 
resolution depends our success in processing the respective projects. We 
would wish to observe how, given its considerable access to commercial loans, 
Mexico responds to the Bank's procedures and requirements for project and 
sector lending. 

57. The proposed lending program is consistent with our analysis of the 
Mexican problem as well as with the Bank's strategy in the country. The 
results of the exercise are summarized in table 6: 
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Table 6: BREAKDOWN OF DEVELOPMENT GOALS FOR FY79-81 PROJECTS l/ 

Projects for which Projects for which 
this is the this is one of the 

Total 1:./ Objectives Prima !:I: objective Secondary Objectives 
Loan Amount Loan Amount US$ 

Number US$ million Number US$ million Number million 
(1) (2) (3) (4) (1)+(3) (2)+(4) 

Benefit Low Income Groups 6 345 10 730 16 1,075 
Promote Agricultural 

Production 3 230 7 435 10 665 
Create Employment 5 350 9 625 14 915--
Spatial Diversification 

of Economic Activity 4 295 8 640 12 935 
Institutional Building 4 390 9 695 13 1,085 
Foreign Exchange Earnings 2 200 2 190 

l/ For details, see Attachment lA. 

11 Totals do not add up vertically, because the loan objectives overlap 
with each other. 

"4 

58. The Mexican authorities prefer to eschew any external involvement 
in the area of family planning and, as noted in para. 46, have mounted a 
program along the lines of a project previously appraised by the Bank. We 
propose to study the population trends as part of our economic work on Mexico; 
our future operations would take into account developments in this critical 
area. Also our program for the outer years (FYs 82-84) would be adjusted to 
the policies and achievements of the administration in meeting the stated 
development objectives of promoting distributive growth. 

59. Historically, the Bank has financed, on the average, 40-50 percent 
of project costs in Mexico. Our program puts a strong emphasis on socially 
oriented projects, many of which have a low foreign exchange component. To 
maintain our role in Mexico and efficiently support the Government's commitment 
to undertake poverty and employment oriented projects, we propose that the 
Bank continue financing 40-50 percent of those projects even though substan
tial local cost financing may be involved. Such support will be reviewed 
periodically in the context of Government's performance in domestic resource 
mobilization. 

F. World Bank Program 

60. Of the proposed five-year (FYs 80-84) lending of $3,490 million in 
36 projects, $1,315 million (17 projects) are for FYs 80 and 81. At the 
request of the Government several projects with relatively small loan amounts 
are presently being processed but as the pressure on the budget eases, we 
would support larger projects requiring, on the average, bigger loan amounts. 
The program also includes five reserve projects (Mexico City Water Supply, 
marketing, vocational training, forest industr~es and a ·sector loan for 

390 
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capital goods) which are under discussion with the Government. As the scope 
and specific nature of these projects and the related institutional arrange
ments are defined, and related issues are solved they would be moved up as 
regular projects in the lending program with the approval of Management. 
The next several paragraphs will mainly deal with the loans proposed for 
FYs79-81. 

61. The programs for FY's 79 and 80 have some uncertainties. For 
FY79, US$150 million has been proposed for Mexico City Water Supply Project 
(Cutzamala) which is in an advanced stage of preparation, and contracts 
for about 10 percent of the works have already. been let. This project was 
originally in the lending program for ·FY78 and though the engineering aspects 
of the project were ready for appraisal, because of unresolved institutional 
and tariff issues, the appraisal was postponed. Little progress has been 
made in resolving these issues largely because of the position taken by the 
powerful Governor of the Federal District. If these issues are not settled in 
the coming months, we may have to drop this project as most of the contracts 
would be awarded by the year-end requiring an unusually high level of advanced 
contracting. Pending clarification of these issues, it is being shown as a 
reserve project. Similarly, the power project (FY80) for $150 million has 
several unresolved issues (see para. 76) . and may slip out of the year. 

Economic and Sector Studies 

62. The Bank's economic and sector work in Mexico was recently evaluated 
by Messrs. Chernick and Wright and the work program for the next five years 
takes into account this evaluation. In addition to regular short monitoring 
missions (to keep Bank staff and senior management up to date) and support for 
operations, our proposed economic and sectoral work has two other main elements: 
(a) major reviews of the economic situation and policy options twice in every 
six-year Presidential cycle, and (b) in-depth special studies on issues felt 
to be very important by both the Bank and the Mexican authorities. 

63. Discussion of the Manufacturing Sector Report (No. 1671-ME of May 
1977) and of the draft report of the 1977 economic mission showed widespread 
appreciation of our analysis by Mexican officials and has apparently had, or 
is having, some influence on their budget decisions, foreign trade policy, and 
the way in which they laok. at employment and poverty issues. One key to the 
usefulness of the mission's report was that it focussed on the issues that we 
and the Mexicans consider to be important, without attempting to dwell on 
other topics of lesser interest. We plan another general economic mission in 
1980 and, if appropriate, again in 1983. Subjects for in-depth studies will be 
identified jointly by Bank staff and Mexican officials, and in some cases may 
even be done jointly. Plans already exist for joint work on (a) income 
distribution, (b) programming steel investments, and (c) identifying priorities 
for capital goods production. Other topics under consideration include basic 
needs, public sector management, appropriate technology, regional policies, 
and policies that affect the mix of agricultural production. 
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Operations: 

Agriculture 

64. The rural sector will continue to have the highest priority for Bank 
support as close to 40 ercent of the pro osed le for a riculture and 
~1 aenglopmeQt. e propose program contains five inter-relate e emen s: 
{i) credit op;r;tions, (ii) inte rated rural developmen , (iii) water 
control pro ects (completion of ongoing irr gation works, drainage and smal 
irrigation works, and increasing productivity in existing irrigation di~tricts), 
(iv) agricultural develo ment in rainfed areas, and (v) su rt for agro
industries and fisheries. The main sectoral objectives are t~ e p e co 
rega n e t ost in agricultural production and to make the small ~ 
farmers and ejidatarios more productive. ~ 

65. Per capita agricultural production has been declining since 1965. 
whi e s a net exporter o agr c tura products, is impqrting 

JU~UU~~~~~~~~s-e5~~~~f~o~o~ds~t~uf~.f~s--such · as corn, wheat, oil se:as, 
and milk. We propose to support a program to increase production through 
three types of projects: First, to reverse the decline d ctivi of 
present! - , selected programs of irrigation rehabilitation and 
on- arm improvements would be undertaken. Second, to increase the productivity 
of small fa who would receive the bulk of Bank lending; nc u e n s 
category are loans for the Government's innovative and comprehensive national 
rural development program, PIDER; programs to improve the productivity of 
smallholders farming under rainfed conditions; programs to bring new areas 
under cultivation; and programs to establish small-scale irrigation and 
drainage units. The two ongoing PIDER loans are supporting 50 micro-regions 
with a total population of about 400,000 families; some 170,000 families 
are expected to benefit directly from these projects. The ongoing mid-term 
evaluation of the first project would influence the design of the new PIDER 
projects proposed in the lending program. A third category of projects would 
be addressed at institutional improvements in agricultural extension and the 
agricul 1 matKet n e extens on p e p ern 
te nology to M s--onl~ 3 ere of which presently could be 
classified as modern. The marketing project would help improve farmers' 
access to markets, reduce wastage in transit and reduce the margin between 
prices the consumers pay and the farmers receive. However, both extension and 
marketing projects face some uncertainties, the former because of institutional 
complexity, and the latter because of opposition from the politically powerful 
intermediaries who now control the markets. 

66. Agro-industrial development to provide off-farm employment would be 
supported through the ongoing credit program, the PIDER rural development pro
gram, and a new agro-industry/agribusiness program which is under discussion 
with the Government. A fisheries .. development project is also under discussion. 
Mexico has a large potential for fisheries developme~ and a separate ministry 
has been created by the new Administration to promote its development both as 
a foreign exchange earner and as a means of providing employment to the large 
number of artisan fishermen who are presently unemployed for major part of the 
year. Improved domestic marketing would help reduce the protein deficiency of 
the rural and urban poor. 
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67. The overall agricultural lending program is expected to have an 
important income redistributive impact. Several of the beneficiaries' would be 
individuals who now have no land rights or are subsistence farmers. The new 
irrigation and drainage districts would promote land redistribution and 
introduce modern farming to small holders and eiidatarios. 

Basic Needs 

68. At present, the of a substantial proportion of Mexico's 
population--both urban and ot Malnutrition is a problem of 
serious proportions in the South-East region and in the rural areas. 
~.:::!:...-:::~:...-.:::~..,:..~o.Lll~r~u:.::r:.::a::!.:l=:.....:c~&~h~i~~~.~l~d~r-:en under ·-the age of 6 suffer from some degree of 
~~~~~~~~~MW~t~r~i~t~i~o~n~· infant mortality rate~ in the poor communities 

housa (as compared to the national average of 70) and 
the su;r~v~v;o~r~s~o~f~t~e~n~s~u~f~f~e~r~from physical and mental handicaps for the rest of 
their lives. Details of these problems are being collected by the Government 
through institutions such as National Institute of Nutrition. The Government 
has asked the Bank to help to define a project aimed at increasing the avail
ability of basic goods and services to the poor. Such a project would probably 
be experimental in its first stage, but would serve to shape a similar project 
undertaken at later stages and on a larger scale. Identification of the main 
elements of the first project, which will probably include a program to 
improve nutrition, will be started soon. A first loan is included in the 
proposed lending program for FY81. 

Industry 

69. As explained in parts B and C of this CPP, we consider it important 
Mexico wth of roductive e 

sector of Mexico was studied by a Bank 
the Government accepted many of the recommendations 
These relate t mproved financial · interme~!atio~ -

controls, moving from a - oc ~ a s e system o~ 
~~~~~~'~g~r~e~a~t~e~r~a;c;c;;~::f private industry t~institntianal credit, and 

mall and medium industri s. We would continue the dial ogue 
industrial g programs proposed for the next five years. 

70. An important objective for the Bank is to support employment and 
export oriented industrial investments and the proposed lending program 
includes a DFC operation, through FONEI, to promote investment in export 
industries, and two loans in support of a comprehensive small and medium scale 
industry promotion program initiated by Nacional Financiera in FY78 with 
support from the Bank. These programs would be extended further to outlying 
regions of the country, and technical assistance and financial services to 
enterprises with high employment potential would be strengthened. 

71. Loans are proposed to finance fertilizer projects to be carried 
out by FERTIMEX, the public sector enterprise responsible for the production 
and distribution of fertilizers throughout Mexico. Based on the country's 
abundant natural gas resources, Mexico produces ammonia at a low cost and 
the present administration has an ambitious fertilizer manufacturing program 
not only to meet the growing domestic demand but also to become an exporter to 
other Latin American countries. Bank involvement would focus on strengthening 

~ o 
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FERTIMEX, which has suffered from weak financial management. The Bank would 
promote cofinancing of FERTIMEX' _investments to introduce this enterprise to 
international financial markets. 

72. The Mexican capital goods industry is underdeveloped when measured 
against similar industries in countries of comparable size and stage of 
development. The authorities wish to expand the production of engineering 
goods in view of the contribution it will make to diversification of the 
manufacturing sector and to employment. The Bank has been working towards 
the identification and preparation of projects in this stibsector; such 
projects will be carried out by private enterprises, or companies of mixed 
ownership. The Government has set up a coordination committee to promote 
efficient production of capital goods, and the Bank's presence would help 
in devising sound policy and institutional framework for growth of the 
industry. The issues relate to proper selection of technology and size of 
investment, financing of the initial investment and then of sales, avoidance 
of undue protection and promotion of investment in areas of production where 
Mexico would have comparative advantage. Based on the experience of the· first 
loan (FY79) a second operation would be considered in FY81 (this is presently 
a reserve project). 

73. Mexico has vast natural gas deposits. Besides occurring as dry gas, 
liquid hydrocarbons are associated with gas in the highly productive oil wells 
along the Gulf and in the process of pumping oil large quantities of gas 
(1,500 cu ft/bbl) are released. Mexico is discussing possible exports of gas 
as such but its use as a raw material to make petrochemicals which could be 
exported with higher value added also offers opportunities for expanding 
export earnings. Moreover, PEMEX refineries produce large quantities of 
by-products whose efficient utilization requires investment in adjacent 
petrochemical units. Accordingly PEMEX is undertaking massive investments 
to prqduce a broad range of basic petrochemicals; these investments would 
have limited employment effect, and the products face growing international 
competition. Complementary investments are required to produce downstream 
products to utilize PEMEX's baaic outputs; these investments would be compara
tively less capital intensive, produce tradable products and, with rational 
pricing policies for the feedstock, attract private participation. A possible 
loan for a petrochemicals project has been included in the program for FY81. 

74. Our objective in lending for petrochemical industry is to establish 
a suitable policy for determining transfer prices for petrochemicals feedstocks 
to downstream projects and promote a favorable environment for private invest
ments in the secondary petrochemical industry. The project would principally 
aim at expanding export earnings and improving sector policies. 

75. Mexico has been a traditional exporter of minerals, and the recent 
devaluation of the peso provided an impulse to the development of mining, 
which has considerable employment potential. A survey of the sector to 
identify possible projects which the Bank might finance is projected for the 
end of 1978 and two loans have been tentatively programmed: one to provide 
credit to private producers and the other to finance a specific development 
project, probably to expand coal. production. Through these loans the Bank 
would support development of labor intensive small mining enterprises, and 
help in development of the coal industry • 
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Power 

76. In power, there has been a visible deterioration in the Comision 
Federal de Electricidad (CFE) since the last Bank loan in FY72 because CFE 
failed to charge adequate tariffs and borrowed heavily on inappropriate terms. 
CFE has an investment program of approximately $7.0 billion and the Finance 
Minister has requested the Bank to resume lending to CFE; institution-building 
and co-financing to support CFE's investment program would be the main objec
tives for the proposed Bank loans to this institution. 

77. The recent economic mission · ~ooked into CFE's inves~ment program, 
the forecast of power demand and identified the major issues on whose solution 
would depend its financial viability. Management addressed a letter to the 
Minister of Finance in November 1977 conveying our preliminary assessment 
of the situation and requesting inter alia: (a) capitalization of CFE's debt 
with the Government and injection of fresh equity capital, (b) improvement 
of the average maturity of CFE's considerable debt, and (c) review of tariffs. 
The Bank recommended to CFE to prepare a program for financial rehabilitation 
over a period of years and offered to help organize co-financing with other 
lenders in raising long-term loans. CFE has now prepared a set of proposals 
and presented them to the Government. We have commented on these proposals, 
and expect an in-depth discussion with CFE later in the year to determine 
their adequacy. If satisfactory progress is made in reaching agreement on 
major financial and other issues, we would make the proposed loan to CFE as 
part of a wider co-financing operation in support of CFE's investment program. 

Transport 

78. In the highway subsector, two follow-up operations are proposed, 
including one loan in FY79. Taking into account the maturity of the executing 
agency concerned, these operations would be designed as sector loans. Consoli
dation of sound sectoral policies, institution building and promotion of 
regional diversification of the economy are the objectives of these loans. 
They will focus on the rehabilitation, modernization and maintenance of the 
Federal and state highway networks. The Bank will stress the development and 
execution of financially feasible and cost effective road investment programs, 
giving priority to the works most supportive of the Government's regional 
decentralization policies. The Bank would also help finance a substantial 
feeder roads construction as a part of future rural development operations. 

79. In FY74, we made a first loan to develop regional airports. This 
loan is promoting inter- and intra-regional development and the economic and 
social integration of the country. A second important objective was the 
strengthening of the Mexican airport authority and a greater coordination of 
investment and operating policies in the subsector. A second loan is proposed 
for FY80 to continue these institution building and regional development 
efforts. It will be focused on the cost effective expansion, or improvement, 
of the regional airports system and will be related closely to our work on 
regional development. 
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Telecommunications 

.80. The Government is preparing a program to provide telephone service 
to the small rural communities. These communities have been hitherto neglected 
and Bank intervention would help reverse this trend thus reinforcing other 
projects designed to decentralize economic activity and promote rural develop
ment. It is therefore proposed to help finance the first tranche of the 
forthcoming rural telephone program by making a loan in FY81. This operation, 
our first in the sector in Mexico, would help strengthen institutional arrange
ments for efficiently expanding and operating a rural telephone network. 

Urban and Regional Development 

81. The Bank's objective in this sector is to assist the Government in 
preparing and implementing policies and projects leading to spatial diversifi
cation of economic activities. In FY78, the Bank made its first loan in the 
sector to help finance an integrated urban and regional development program 
focused on the needs of the urban poor in the L·azaro Cardenas region on the 
West Coast. The Government proposes to continue investing public resources to 
develop some promising regions away from the largest and increasingly congested 
urban centers. These areas have been identified in a number of Bank studies 
and in the Government's recently published National Urban Plan, with the 
highest priority going to the rapidly developing petroleum based growth pole 
in the Villahermosa-Coatzacoalcos-Minati.tlan area. This is where we propose a 
second urban and regional development project for which a loan is proposed in 
FY80. 

82. We are proposing another loan for FY81 to complement loans made for 
small and medium scale industry and water supply projects, which also seek to 
improve opportunities and the way of life in outlying areas. The proposed 
urban development project would take into account the experience gained in the 
preparation and implementation of the first two projects and may be patterned 
on a sector loan format. 

Water Supply 

83. In FY73, a $90 million loan was made to the Comision de Aguas del 
Valle de Mexico (CAVM) as a first step in relieving the capital city's 
critical long-term water supply c.onstraints and a second loan, within five 
years, was envisaged. While the Bank-assisted project is being implemented, 
CAVM has not yet been able to revise the bulk water rates, nor has there been 
the anticipated improvement in distribution arrangements in Federal District 
and the adjoining municipalities (see para. 61). In the meantime water short
ages have started to develop in the metropolitan area, and the Government has 
prepared a $450 million Cutzamala (I) bulk water development project designed 
to meet the water needs into the early 1980s and has approached both IDB 
and the Bank for assistance. We have informed the Government as well as 
the IDB that we would appraise the project only if the outstanding issues 
are resolved. If such issues cannot be resolved in FY79, this project 
might be deleted from the lending program, as CAVM might have advanced too 
far in contracting works. 
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84. In FY76, the Bank made a loan to support water supply and sewerage 
projects in selected mediu~size cities. The objectives of this loan were to 
establish an appropriate institutional framework to develop sound investment 
projects and to set up mechanisms to channel and recuperate funds for invest
ments in the sector. Implementation of this pilot operation has been slower 
than expected mainly because of difficult coordination between the local and 
state authorities and the federal agencies concerned. We propose to undertake 
a study of key issues and prepare a project that leads to sound institutional 
and financial arrangements for expansion of water supply and sewerage services 
at costs that users can afford to pay. Demand for funds under the Bank-

. supported program is now building up and a follow-up operatio~ . is envisaged in 
FY80. 

Vocational Training 

85. In the past, both Mexico's private and public sectors have under-
taken numerous vocational training programs. In view of the rapid increase in 
Mexico's labor force forecast for the next two decades, and of the need to 
train new entrants for tasks related to industrial activities, there may be a 
need to expand vocational training facilities quite substantially in the near 
future. A review of the vocational training subsector is proposed for late 
1978 with the full participation of the corresponding Mexican authorities. 
Such a review may result in the identification of a project which the Govern
ment may wish the Bank to finance. A vocational training project is included 
in the reserve list for FY82. 

86. IFC has made 23 investment commitments in Mexico for a total of 
US$202 million since the first investment in 1957. Of this amount, US$133 
million has been recorded during the last twelve months, with Board approval 
of projects in special steel, paper, petrochemicals, tourism and cement 
industries. The Corporation's investments in equity and convertible subordi
nated loans, totalling US$24 million, contributed to a sound capital structure 
in four of these last five projects and created opportunities for broadening 
ownership. In addition, the longer average term of IFC loans allowed a better 
balanced maturity structure of the debt funds used for project financing. IFC 
is also engaged in providing technical assistance to the Mexican authorities 
for the development of the financial markets. The expansion of IFC's opera
tions has been made possible by the Corporation's capital increase and staff 
allocation, as well as by the increased financing needs of the private sector, 
the restoration of growth of the Mexican economy and renewal of private sector 
.confidence following the Government's stabilization program. 

87. As part of its recent Five Year Plan, the Corporation intends to 
continue the expansion of its activities in Mexico. Commitments in two of 
the four projects expected for FY197o have already been made, financial 
assistance having been approved for Empresas Tolteca (cement) and Camino Real 
Ixtapa (tourist hotel in a resort developed with Bank assistance). Projects 
in capital goods and mining sectors are scheduled for appraisal shortly • 
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In close collaboration with private firms, Government institutions and the 
Bank, IFC continues to explore economic sectors where a greater development 
impact can be achieved. In addition, the Bank and the Corporation propose 
to work together with the Government and official agencies such as NAFIN 
(the national development bank), SOMEX · (a quasi-official financial institu
tion) and trust funds in promoting a favorable environment for private 
investment in petrochemicals (para. 73 ante), capital goods, agroindustries, 
fisheries and forest industry products. The efforts of the two agencies 
would be complementary, the Bank loans offering an opportunity for policy dia
logue and the IFC strengthening the private sector and serving as a balancing 
element between local and foreign investors. Besides helping _Mexico attract 
foreign direct investment, suppliers of technology and other expertise and 
assisting in bringing them together with local investors, IFC's role as a 
catalyst serves to draw foreign financing. An important example is the 
recent US$100 million loan for the expansion of the tolteca cement company, 
of which US$85 million will be sold to participants. 

G. Summary and Conclusions 

88. Since the last CPP review in April 1976, there has been a marked 
improvement in Mexican economic management; the current administration has 
shown great ability to overcome the short-run crisis it inherited. However, 
the poverty problem of Mexico is more urgent than ever; there are also un
certainties regarding policies affecting the respective roles of the public 
and private sectors in the economy, relative prices (of foreign exchange vs. 
domestic currency, of labor vs. machinery) and domestic savings (tax reforms 
and pricing of goods and services from public enterprises), which may lead to 
distortions in the pattern of development over the medium-term. Our macro
economic work program focuses on these problems, and our dialogue with the 
Government will concentrate on them. 

89. The newly established oil reserves have greatly relaxed the external 
resource constraint on Mexico's economic growth. We welcome the Government's 
resolve to take advantage of this new opportunity to attack poverty and to 
promote a better spatial development of economic activities. The CPP 
recommends that we support the Government in these areas through (a) Bank 
operations, and (b) technical assistance (including through the EDI), to 
improve its capacity to formulate and implement anti-poverty, employment 
oriented programs and projects. 

90. Mexico's oil wealth brings not only exciting opportunities, but also 
some difficult choices: how fast to exploit the reserves; how much to replace 
external borrowings with oil exports; the mix of external borrowings from 
private and international financial institutions. Our appreciation of the 
Mexican strategy assumes that the Government will avoid an over dependence on 
oil. We expect that it will use its oil wealth for improving the living 
conditions of the poor, promoting employment and developing its agriculture 
and industry. 
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91. , We expect Mexico to borrow $7-8 billion (gross) annually in ' the 
coming years, and propose an annual average Bank lending program of about 
$650 million. But we are seeking approval only for the period through 
FY81. This is for two reasons: ~ the Government has only partially 
reviewed its borrowing program from the Bank and only several months from now 
it will be able to discuss development and borrowing programs beyond FY81; 
two, we would wish to observe how, given its easy access to commercial 
loans, Mexico responds to the Bank's procedures and requirements for project 
and sector lending, however successful we may be in adapting them to the 
Mexican realities. We propose to prepare a brief CPP after the Government 
has discussed with us its borrowing program for the entire sexenio of the 
present Administration (1977-1982), where we would firm up our proposals for 
FYs 82-84. 
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Population: 
Population Growth: 
GNf per Capita: 
Area: 
Literacy Rate: 

64.2 m (mid-1977) 
3 . 5% ( 1970-75) 
$1110 (1977) 2 
1. 9 mi 11 ion km 
76% 

Agricultural/Livestock Credit I -IV 
Agricultural/Livestock Credit V 
Agricultural/Livestock Credit VI 
Agri cui tural/Livestock Credit VII 
Papaloapan Rural Development 
Integrated Rural Oeve I oprnent, PIDER I 

· Integrated Rural Development, PIDER II 
I Integrated Rural Development, PIDER III 

Integrated Rural Deve I opment, PIDER IV 
I Irrigation I- IV 

Irrigation V (Rio Sinaloa I) 
Irrigation VI (Rio Panuco) an d 

Supplemental 
Irrigation VII (Rio Bravo/Rio S. Juan) 
Irrigation VIII {Rio Sinaloa II/ 

Rio Fuerte) 
Irrigation IX (Rio Grande/Rio Verde) 
Water Control 
Ir~r igation X {Rio Bravo/Rio S.Juan II) 
Small Scale Agric. Infrastruc t ure I 
Small Scale Agric. Infrastructure II 
Los Naranjos/Los Macines Agric . Devpt. 
PANUCO Rainfed Agric. Deve I opment 
T ropi ca 1 Agri c . Development I 
Tropical Agric. Development II 
Agro Industries I 
Agro Industries II 
Agricultural Extension 
Fisheries 
Agric . /Livestock Marketing 

Industry 
Export-Oriented Industry (FONEI I) 
Export-0 ri en ted Indus try {FONEI II) 
Export•O r1 en ted Industry {FONEI III) 
Expcwt-Orlented Industry {FONEI IV) 
Export-Orl en ted Industry {FONEI V) 
Small and Medium Industrial Oevpt. I 
Small and Medium Industrial Oevpt . II 
Small and Medium Industrial Oevpt . III 
Fertilizer I 
Fertilizer II 
Fertilizer III 
Capital Goods Development I 
Capital Goods Development II 
Secondary Petrochemicals 
Mining Development I 
Hi n I ng Deve I opment II 
Las True has S tee 1 
forest Industries 
Power I - XII 
Power XIII 
Power XIV 

Basic Needs I 
Basic Needs II 

Tourism I 
TourIsm II 
Tourism III 

HIghways I - VI 
Highways VII 
Highways VIII (Sector loan) 
Highways IX (Sector loan) 
Railways I - II 
Railways III 
Railways IV 
Ports l 
Ports II 
AIrports I 
l.i rports II 
Rural Telephones 

Urban Development I 
Urban Development II 
Urban Development III 
Urban Development IV 
Mexico City Pollution Control 

Water Supply- Mexico City I 
Water Supply- Mexico City II 
Water Supply- Medium Cities I 
Water Supply -Medium Cities II 
Water Supply - Medl um Cities III 

Vocational Training 

LendIng Program - Total 

Number 
lending Program t n Constant 

FY78 COITITli tment $ 
COITITll tment Deflator (FY78 • 100) 
Standby Projects Total 

Number 

IBRD o/s Inc. Undisbursed 
excl. Undisbursed 

IBRD Gross Oi sbursements 
Less Amortization 
Equals: Net Disbursements 
Less : Interest and charges 
Equals: Net Transfer 

Ctwllllitment• from. Other Sourcea (CY) 

!DB 
Bilateral 
Suppliers 
Banks & Other Finane. Instltutlons 
Bonds 

Standby Projects 

Through 
FY73 FY74 

IBRD 275.0 
IBRD 
IBRD 
IBRD 
IBRD 
IBRD 
IBRD 
IBRD ) 

IBRD 
IBRD 70 . 3 
IBRD 47.0 
IBRD 77.0 

IBRD 
IBRD 

IBRD 
IBRD 
IBRD 
IBRD 
IBRD 
IBRD 
IBRD 
IBRD 
IBRD 
IBRD 
IBRD 
IBRD 
IBRD 
IBRD 

0 .5 
IBRD 35.0 
IBRD 
IBRD 
IBRD 
IBRD 
IBRD 
IBRD 
IBRD 
IBRD 
IBRD 
IBRD 
IBRD 
IBRD 
IBRD 
IBRD 
IBRD 
IBRO 70 . 0 
IBRD 
IBRD 704.8 
IBRD 
IBRO 

IBRD 
IBRD 

IBRO 22.0 
IBRD 
IBRO 

IBRD 175.7 
IBRD 90.0 
IBRD 
IBRO 
IBRD 136.0 
IBRD 
IBRD 
IBRD 20.0 
IBRD 
IBRD 25.0 
IBRD 
IBRD 

IBRD 
IBRD 
IBRD 
IBRD 
IBRD 

IBRD 90.0 
IBRO 
IBRD 
IBRO 
IBRD 

IBRD 

IBRD 1,528.4 309.0 
--- --

32 5 

398.2 
IBRD '17. 6 
IBRD 

1,419.2 1,662 . 7 
908.2 1,001 .4 

1,018.2 158 . 7 
266.9 31.5 
751.3 127.2 
328.9 58.7 
422.4 68.5 

552.0 102.0 
929.4 130.5 
350.6 64.7 

3,lt63.6 2 , 547.8 
526.0 50.0 

A c t u a I 
FY75 FY76 

125.0 

50.0 
110.0 

50.0 

50.0 

50.0 

100 .0 

40.0 

260.0 315.0 
-- --

4 4 

314.0 355.5 
82.8 88.6 

2,008.4 2,239.3 
1,190.3 1,294.6 

202.6 188.4 
35.8 41.1 

166.8 147.3 
71.4 82.8 
95.4 64.5 

121.8 355 . 0 
316 .8 118.6 
114.7 199.5 

3,300. 1 4.454.8 
140. ) 707.5 
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MEXICO - ACTUAL AND PROJECTED LENDING OPERATIONS THROUGH FY84 
{$million) 

Current ProQram 

FY77 FY78 FY79 FY80 FY81 FY82 FY83 

200.0 
150.0 

120.0 
150.0 

200.0 * 

(25 .0) 

100.0 

20.0 
100 .0 

40.0 
100.0 * 

60.0 
100.0 * 

56.0 

50 . 0 

30.0 
50.0 

100 . 0 
100.0 

100.0 
47.0 

100.0 

90 . 0 
100.0 

100. 0 

100.0 * 
50.0 

125.0 

150 . 0 
150.0 

50.0 * 

42.0 
50.0 

120.0 
100.0 

100.0 * 
50.0 

25.0 * 
50.0 

16.5 
50 . 0 * 

100 . 0 * 

100 . 0 
100.0 

162.0 469.5 495 . 0 665 . 0 650.0 650 . 0 725 ; 0 

-- -- -- -- -- -- --
2 6 6 8 9 6 6 

171.8 469.5 467.0 591.6 5lt6.2 516.3 545.1 
94 . 3 100.0 106.0 112 . 4 119.0 125.9 133.0 

75 . 0 250.0 200 . 0 300.0 .... 
--;') -- -- --

3 2 2 

2 ,404. 0 2,976.1 3,395.3 3.968.4 4 , 510 . 3 5 , 034.0 .' 5,603.5 
1,481.2 1, 737.4 1,940.1 2,209.2 2,526.0 2,904. 7 3,297.5 

183.7 146.4 278.5 361.0 424.9 505.0 548.3 
45 . 0 55.4 75 . 8 91.9 108 . 1 126.3 155.5 

138.7 91.0 202.7 269.1 316 . 8 378.7 392.8 
94 . 3 93.8 126.6 149.4 177.7 209.5 244.0 
44 . 4 "2.8 76.1 119.7 139.1 169. 2 148.8 

280.0 300 . 0 336.0 375.0 375.0 375.0 375.0 
250.0 218.8 271.7 319.8 368.8 426.0 485.4 
150.0 307.5 373 . 8 448.2 530.8 611. I 701.2 

4,681.3 4,375.9 3,657.4 2,168.4 3,2o4.4 3,583 . 1 4,566.9 
600.0 600.0 600.0 600.0 600.0 600.0 600.0 

( ) Supplemental loan not included in the DWIII>er of loans. Loan amount il included in total lending program. 

·, 

FY84 

100.0 

100. 0 

100.0 

150.0 

100.0 

150.0 
100.0 

800.0 
--

7 

571.4 
140.0 

6,214.8 
3,714.5 

605.7 
188.7 
417.0 
280.2 
136.8 

375.0 
553.4 
797.0 

6,144.8 
600.0 

Total Total Total 
FY69-73 FY74-78 FY79-83 

763 . 5 1,515.5 3,185.0 
-- --- ---

11 21 35 

1,292.2 1,709.0 2,666.2 

437.9 879.8 2,117.7 
131.3 208.8 557.6 
306.6 . 671.0 1,560.1 
177.9 401.0 907.2 
128.7 270.0 652.9 

333.2 1,158.0 1,836.0 
336.6 1,034.7 1,871.7 
471.9 837.4 2,665. I 

3,524.3 19,760.6 17,180.2 
372.8 2,097.8 3,000.0 

Country Programs Department I 
Latin America and the Caribbean 

Regional Office 

ATTACHMENT 1 

Total Reserve 
FY80-84 Projects 

50.0(80) 

100.0(81) 

_s_o Q.l8U 

150.0 (79) 

50.0(82) 

3,490.0 

---
36 

2, 770.6 

2,444.9 
670.5 

1,774.4 
1,060.8 

713.6 

1,875.0 
2,153.4 
3,088.3 

19,667.6 
3,000.0 
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ll 
MEXI·co - Pr22osed Lendin! Prosram FY79-81 

Devel~mental Objec:tivu 

Benefit Promote Foreign 
Loan Alloun t Low Income Agricultural Create Spatial Institution Exchange 

ProJect USSmillion Groues Production E!!!elo~nt Diversification Build ins Earnings 

FY79 

Supplemental 25 XX X X 
Rio Panuco 

Irrigation VIII (Rio Sinaloa II/ 100 . X XX X 
Rio Fuerte) 

I rrigation IX (Rio Grande/Rio Verde) 20 XX X X 
Small Scale Agriculture 40 XX X X 

Infrastructure I 
Fertilizer II 90 X X XX X 
Capital Goods Development 100 XX X X X 
Highway VIII (Sector Loen) 120 XX X 

FY80 

Airports II 25 XX X 
Urban Development II so X XX X 
Integrated Rural Development PIDER III 150 XX X X 
Los Naranjoa/Los Hacines Agr. Devpt. 60 XX X X 
Aaricultural Extension 30 X XX X 
Export Oriented Industry (FONEI IV) 100 X X XX 
Power XIII 150 XX 
Water Supply - Medium Cities II 100 X XX 

FY81 

Secondary Petrochemicals 100 X X XX 
Basic Needs I 50 XX X 
Urban Development III 100 X XX X 
Water Control 100 X XX X 
Agro Industries I 50 X XX X 
Fisheries 50 X X XX 
Small and Medium 100 X XX X X 

Industrial Development II 
Mining Developmant I so X XX X X 
Rural Telephones 50 X XX 

11 XX • Primary Objective; X • Secondary Objective. 
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LAND AREA (THOU KM2) 

TOTAL 
AGRIC. 

1972.!5 
950.0 

GNP PEA CAPITA (USS) 

POPULATION AND VITAL STATISTICS 

POPULATION (~10-YA, MILLION) 

POPULATION DENSITY 
PER SQUARE KM . 
PER SQ. KM. AGRICULTURAL LAND 

VITAL STATISTICS 
CRUDE BIRTH RATE (/THOU, AV) 
CRUDE DEATH RATE (/THOU,AV) 
INFANT MORTALITY RATE (/THOU) 
LIFE EXPECTANCY AT BIRTH (YRS) 
GROSS REPRODUCTION RATE 

POPULATION GRO~TH RATE (S) 
TOTAL 
URBAN 

URBAN POPULATION (S OF TOTAL) 

AGE STRUCTURE (PERCENT) 
0 TO 14 YEARS 

15 TO 64 YEARS 
65 YEARS AND OVER 

AGE DEPENDENCY RATIO 
ECONOMIC DEPENDENCY RATIO 

FAMILY PUNNING 
ACCEPTORS (CUMULATIVE, THOU) 
USERS (S OF MARRIED WOMEN) 

EMPLOYMENT 

TOTAL LABOR FORCE (THOUSAND) 
LABOR FORCE IN AGRICULTURE (S) 
UNEMPLOYED (S OF LAlOR FORCE) 

INCOME DISTRIBUTION 

I OF PRIVATE INCOME REC'D BY
HIGHEST 51 OF HOUSEHOLDS 
HIGHEST 20S OF HOUSEHOLDS 
LOWEST 201 OF HOUSEHOLDS 
~1ST 401 OF HOUSEHOLDS 

DISTRIBUTION OF LAND OWNERSHIP 

I OWNED BY TOP tOS OF OWNERS 
I OWNED BY SMALLEST 101 OWNERS 

HEALTH AND NUTRITION 

POPULATION PER PHYSICIAN 
POPULATION PEA NURSING PERSON 
POPULATION PER HOSPITAL BED 

PER CAPITA SUPPLY OF -
CALORIES (S OF REQUIREMENTS) 
PROTEIN (GRAMS PER DAY) 

-OF WHICH ANIMAL AHD PULII 

DEATH RATE (/T~U) AGIS 1•4 

EDUCATION 

AO~USTED ENROLLMENT RATIO 
PRIMARY SCHOOL 
SICONOARY SCHOOL 

YIAAS OF SCHOOLING PROVlOEO 
(FIRST AND SECOND LEVEL) 

VOCATIONAL ENAOLLMINT 
(I OF SECONDARY) 

ADULT LITERACY RATE (S) 

HOUSING 

PERSONS PEA ROOM (URIAN) 
OCCUPIED DWELLINGS WITHOUT 

PIPED WATER (I) 
ACCESS TO E~ECTRICITY 

(S OF ALL DWELLINGS) 
RURAL DWELLINGS CONNECTED 

TO ELECTRICITY (I) 

CONSUMPTION 
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------------------------------------MEXICO REFERENCE COUNTRIES (1970) 

1960 

370.0 

36.0 

11,0 
38.0 . 

46.1 
14.0 
74.0 
58.3 

3.2 

3.1 
4.9 

50.7 

45.8 
50.9 
3.3 

1.0 
1.1 

11300 .o 
54.0 

28.7/a 
58.8/a 
3.5Ta 

10.3Ta 

1800.0 
2830.0/b 
5vo.CJ![ 

107.0 
85.0 
2V.O/ci 

12.7 

80.0 
11.0 

12.0 

24.0 
65.4 

2.1 

71.0/e 

MOST RECENT 
1970 ESTIMATE 

690.0 

50.4 

28.0 
52.0 

43.8 
10.2 
68.5 
62.4 

3 . 1 

3.5 
4.8 

58.7 

46.2 
50.1 
3.7 

1.0 
2.0 

1090.0 

62.0 

31.4 
65.3 

42.0 
8.6 

!52 . 0 
154.7 
3.0 

3.5 
5.1 

63.6 

46.3 
50.3 
3.4 

1.0 
1.8/a 

515.~ 1470.1,Lk 
14.0 

13000.0 
45.0 

27.9 
58.3 
3.4 

10.5 

37.' 
0.3 

1480.0 
1120.0 
160.0 

115.0 
65.0 
21.0/c 

v.a 

104.0 
22.0 

12.0 

24.0 
74.2 

2.2 

11.0/ci 

sv.o 
28.0 

18100.0 
41.0 

6.6/c 

• ::· 
··* ... 

117.0 
18.1 
27.5 

1.4/e 

, 1' .o 
30.0 

12.0 

78.0 

BRAZIL 

550.0 

92.8 

11.0 
49.0 

33.4 
9.9 

110.0 
59.4 
2.6 
2.9 
5.0 

56.0 

42.1 
54.7 
3.2 
0.8 
1.5 

250.0 
1.6 

29400.0 
40.4 

7.5 

35.0 
62.0 
3.0 

10.0 

45.0 
1.5 

1910.0 
3220.0 
260.0 

104.0 
64.0 
39.0 

81.0 

11.0 

17.0 
66.2 

1.0 

73 .OJ.s. 
48.0 

8.0 

CHILE SPAIN** -----
820.0 1580.0 

9 . 4 

12.0 
58.0 

32.9 
11.0 
79.0 
60.6 
2.2 
2.4 
3.5 

76;0 

39.0 
56.3 
4.7 
0.8 
1.6 

403.5 

2900.0 
21.0 
4.1/a 

31.0 
55.8 
4.8 

13.0 

33.6 

67.0 
105.0 

21.0 
8.8 

27.9 
70.5 

1.4 

1.1 
2.0 

59 . 1 

27.8 
62.5 
9.7 

0.6 
1.1 

11900.0 
25.0 
1.1/a 

2210.0/b 74o.o/b 
583o.o7b 
270.o-- 220.0 

101,0 
71.0 
32.0 
3.9 

107.0 
39.0 
12.0 

33.0 
90.0 

107.0. 
81.0 
40.0 

0.1 

123.0 
57.0 

11.0 

20.0 

"·0 

1.3/c 

40.0/c,ci 

RADIO RECEIVERS (P!R THOU POP) 15.0 278.0 301.0 60.0 143.0 
PASSENGER CARS (PIA THOU POP) 14.0 24.0 40.0 25.0 18.0 71.0 
lLlCTRICITY (KWH/VA PIER CAP) 313.0 517.0 724.0 491.0 806.0 1134.0 
NEWSPRINT ( KG/YR PIR CA··'-) ------2_.a ____ 3_._2 ____ 3_._a ______ _..z,..]"'--·----$~Q.._ _ __!_:!_. 

511 NOTES AND DIFlNlTlaNS ON RIVIRSE 
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Unlaaa otharvise noted, data for 1960 refer to any year bet~aen 19.59 and 1961, tor 1970 barvaan 1960 and 1971, and for Moat R.ecent !atiaate between 
973 and 1976. 

Income distribution data for l975 currently baina raviaacl. 

** Spain has aeen ll&lacted aa &n objective country becauaa ita par capita inco.a ia hi&har than Hasico 'a and bacauaa both countriaa have in ccn=on 
the importance of touriaa and tha influenca of nearby richer countriaa. 

~ 1963; Ls. 1962; 1..3. 1961-62; ~ !naicla only. 

~ 1968-iO; f1l !ncluclin& aaaiatent nuraaa; Ls. 1964-66; f..3. !naicla only; 

I a ll&tio of population Wider 1.5 and 65 and over to total labor force; 
- ~ Boapital paraonnal; ~ 1972. 

MOST RECENT ESTIMATE: !1l 1968-75; Ls. Laraar cities only; 

~ Ec:onoaic:al1y active population; f1l Boapital paraonnal; Ls. !naicla only. 

~ Gran Santiaao; f1l Paraonnal in aovan~a&Dt service& only; Ls. Data rafar to houaaholcia; f..3. !naicla only. 

~ Employment office aatiaata; f1l llaaiauracl, not all prac:tic:ina in the country. 

Ltpd Aru <thou 1=22 
Tottl - Totti surface area cCIIIpriaiuc ltnd area mel illlmd vatert. 
Ajili. - Moat recent .. tf.m.att of •1ricultural •zoe• ... ed c...-arily or paraa

Mntly for crope, p .. turu, urkat & kitchen aarden~ or to lie fall-. 

GNP nr ctpit• <usSl - GNP par <=tllitl eetf.m.ate• tt currant aarlrat llricu, 
calculated bv •- convenion .. thod •• World Balik Ulta (1974 ·76 btaia); 
1960; 1970 .~d 197 6 dttt. 

PooulatiOil aud vi ttl s tttiatics 
PoeulatiOD (mid-y!lr 1111ll101ll - M of July fint: if IIQt avtilable, tvana• 

of two aDd-year utf.m.atu; 1%0, 1970 IIIIi 1976 dttt. 

Population deuity - per aguar• loa - Mid-year populatioa ~~&r aqu.an kil-ter 
(100 hacttru) of tottl area. 

PopulttiOD den~ity - !!!r aguan loa of asric. ltad - C_,.atad u abwa for 
aartculturtl ltud Ollly. 

l/ittl statia tics 
Crude birth rate eer thoueand. avarasa - .umual lift birtha ~~&r thou& mil of 

aaid•yaar poyNlttion; ten•yur adtt.&tic avaraa• lllllizll ill 1960 aad 1970, 
and five-yatr avena• •111111111 ill 1975 for -t rteatllt ut~ca. 

Crude death rate par thouuad aftrasa - Amlual ducha ~~&r tbouaad of .u...,..r 
populatiOil; ten-year arict.&tie averaa• Gldizll ill 1960 aad 1970 aad five• 
yetr av•r•s• eadina in 1975 for -t recent .. ti.ata. 

Infant morttlity nte <!thou) - AllllUal death& of infuta IIIIAiar Oil& y!lr of ap 
~~&r thousand live birth&. 

Life ax!!!ctucy at birth (ml - Aftrap n_.,.r of yean of life r-illizll tt 
birth; uaually five-year aftraau aadinl ill 1960, 1970 aad 1975 for dwalop
illl cOUiltri ... 

Grose reproduction rata - ~ftrtl• mabar of lift dtuahtera a - will bear 
in her DDnatl n11roductive period if she Ull&riencu pruant aaa-a~~&Cific 
fertility rae .. ; uaually fiva•yaar .-nau andinl ill 1960, 1970 aad 1975 
for davelopilal councriea. 

PooulttiOD sr-th rata <3) - tottl - C_,auad -1 ar-ch rat .. of .u...,..r 
populatiOil for 1950·60, 1960•70 aad 1970-75. 

PopulttiOD srowth rata G> - urbaa - C~tecl lU. ar-ch rate of total 
population; different dafinit!DM of urbm an .. My affect c~nbility of 
dtta a.aaa cOUiltriu. 

Urban pgpulttiOD G of total) - l.atio of urba to total ,.,W..tioa; diffenac 
dafinitioaa of urbm tnu ..,. tffact ca.panltility of uta --. c-cn.a. 

W structure <!!!rcantl - Children (0•14 yean), varkizll••aa (15-64 yean), 
tad retired (65 yean aad OYer) •• ~~&rcenta ... of aid...,..r potMlatioa. 

Ala damclancy ratio - Ratio of populttiOil under l.5 ad 65 aacl ov.r to tboea 
of •a•• 1.5 throuah 64. 

Ecqnoaic: dapend!!!C"'' ratio - Rttio of populatiOil UDder 1.5 tad 6.5 nd ov.r to 
the labor force in •a• arou11 of 1.5~ yean. 

F•Uy plttUlins - tccepton (c\aUlative. thou) - Cuaalativa _.r of tccapton 
of birth-control davicaa under tU&llicu of utiOD&l f•ily plaaninl l!roar• 
1iDc:a illcaptiOil. 

F•ily pltnains - uaan c; of aarriad -> - hrcataaaa of aarriad - of 
child•baarioa aa• (15-44 yean) who uaa birth~oatral ancaa to •11 Mrriad 

- ill ·- aa• ll"OUl'· 

E!!p 1 O'!a!l! t 
Total labor force {thouatndl - Econoaically tctift panoua, 1ucl11111q a~ 

forcu nd -..lo,r.d but azcludiq houaawifta, lcudaata, etc. ; daftnitioaa 
in vartoua catmtriu an 110t coaparebla. 

L!bor force in asricultun c;> - Aaricultural labor force (in faailla, for.cry, 
huattnc aacl fiahiq) u ~~&rcauaa of tottl labor force. 

tl!l•plovad <t of labor force> - ua-,loyatl tn uau.lly ufiDacl .. panOil& vbo 
an tbla md vill1111 to taka a job, out of • job Oil 1 &i'fttl day, -iDicl out 
of • job, and ... &iaa work for • IJI&Cifiad aillt.a partod aot auaadilll -
-k; uy not be c:-..rabla be~ COUilrrt• ~ to diffanac dafinitioaa 
of -pla,r.cl and sourca of dtca, • •I• , _,,.,_t off t.ca • tatia tics, --.1• 
aur'ftyl, coapulaory un-.l~t ilaaur-. 

racw dbtribution - Percaataa• of l!rivata Uac:w (both ill cub ad ki.Dd) 
received by ricbeat n, richaat 207., pooraat 207., nd poonac 40l of b-
holdt. 

Distribution of lllld OlfD&nhte - Perceutaaaa of 1..& GWIII8II by vaaltbiut lOT. 
aad poone t lot of laad -n .• 

1!jrl th and !lutritioa 
P!pulttion !!!r plrr!icU1l - Populatia divided by ..Oar of l!r&eticiq 

.: phyaiciau qualified froa • .adictl 1chool tt univwnity laval. 

Rl2, July 14, 1978 

Po!NlttiOD per INnina eer1on • Popultcia Uviclad by nw.bar of pncticina 
-1• aad f-1• aradutta mar..a, "trd.nad" or ••certified" nunea , and 
auzilitry pan01111el vith trtinilla or ••ll&ri&nca. 

Po!"l&tiOil !!!I hoapitd bad - Populttion divided by n\lllber of ho&llital bed1 
available ill public au private a-ral aad •~~&ciall.&ad hoapital 1nd 
rehabilitatiOil centan; auludea auniuc ~ and .. ublia'-atl for 
cuatodial lllcl prevntift ctn. 

Per ctpitt supply of c:doriu c; of reguir-tl) - Coapuced frca marlY 
aquivtlant of oat food aullfU•• aveilable in catmtry ~~&r caplet par dty; 
tv111lable 'Ullllliu ccaprila d-etic productiOil, Iaporta la11 _,ortt, aad 
c~u i:n u:ock; Mt auppliaa ucluda anW.l feed, 1aacla, queatitiel uaad 
ill food proc:uaiq nd loaaaa ill diatributioa; requuo-ta -n uti-tad 
by PAO b .. ad Oil phyaioloaical I!Ha for =-al activity &ad health coaaid
ariq -u-ttl ca.paratura, body wiptt, •a• &ad au diatributioaa of 
population, &ad tllawiq lOT. for waata tt bauaabold 1-1. 

Per capi.ta euPPly of pratda <sr- per day> - Protain coataat of par capita 
Mt eupply of food ~~&r clay; oat IUl'PlY of food 11 ufinacl u abon; nquira
-ltl for all catmtriaa utabliabad by USDA !cOiloaic ... aarcb Sarvicea 
provide for • •illiaa all--=• of 60 ar- of total proteia ~~&r day, ad 
20 araa of anW.l aad pula• l!rOtain, of vhicb 10 ar- ebould be eai&al 
protein; tt.&a at811darda an 1-r thaa thoaa of 75 ar- of tottl protein 
tad 23 ar- of aam-1 protdll •• ta av•r•a• for the VOTld, propoaad by FAO 
in the Third World Food Sur'fty. . -

hi capita protein amly frca aaimal •!!!I eul,. - Protein lul'flY of food 
derived froa ant.ala &ad pulau ill ar- par clay. 

Death nta <lthoul asea 1-4 - A~~~Wal death• par thoueaad ill aa• arou11 1-4 
yean, to children in tbil •a• arau11; •uaaaated •• aa illdicac:or of 
aal-trit'S.oa. 

!due a Cion 
Adhl!tad enrolt-uc ratio • prl!p!a school - !nrolt.aat of tll aau u par

cntaa• of pd.aary 1chool•ap populttioa; iocludu children aaad 6-11 y!ln 
but tdjutad for different lenatha of prtaary aducatiCIII; for countriea vi th 
univwnal education, enroll-at MY aKCaecl lQO; aiuca •• JNllilt an bel
or aliGn the official achool aa•· 

6d1uat!d !!IFOlt.eDt ratio - eacoadaa echool - Coaputed •• tbGn; eacCIIIdary 
aclucatioa nqutr. at laaat tcnar yean of allfravacl prt.ary illauuction; 
provtdaa a-nl, vocatioaal or teacher tniaiq iutructioaa for JNllil• 
of 12 to 17 yaen of •1•: corraapoacleaca courau tn paertlly ucllllled. 

Yean of 1cbooU.111 prav1clad <Unt tpd I!CC!!!!I lawala) - Tottl ·yean of 
tchooUq; tc eacOIIUry 1-1, 90CatiOD&l Ua.srw;tioa..,. be ~~&rtially or 
c:aa,lataly aulUIIM. 

VacatiOD&l !!!£011MDc G of sacC!IIya> - Vocatioaal ilaatitutioaa include 
tacbaical, 111Alll!trial or otbar l!roar- which ot~&reca inda~~&~~daatly or " 
claper-ta of •acadtry ilaatitutioila. 

'Wult Utancy nte ('¢.) - Literate aclulc• (tble to ntd tad write) " par
Catltal• of total adult populttiOil aaed 1.5 yaara and over. 

Houainl 
JI!PO!! l!!r rooa <unp> • Aftraaa mailer of panoaa per rooa in occupied 

COIIY&tltioaal dwlUap ill urball tnaa; dwelliaa• aulucla non·pa~ant 
• cructuna tpd unoccU~~iecl peru • 

Ossupi.ad dwelliDia vt;h9!fF ptpM water c;> • OCcupied cCIII-..sioul dwllillaa 
ill urbm aad rural anu vithouc ilaaida or ouceiu pill&cl water ftcilitiu 
u parcenttae of •11 ocsulliad ciwllinp. 

~cua to dacsrictsy G of all dwellillpl - Coavaatioftal dwllinp with 
electricity ia liviq qu.artan •• percent of toctl dwllinp in urban and 
rural an ... 

lural dwlllga C0911!CtH to electricity (';l - Ca.putad aa tbwa for rural 
dwllizll• Dilly. 

C9!!!1Fti01l 
laclio ncei!!n (!!!r 5hou popl • All type& of ncaiven for radio brotdcaatt 

to paaral public par thDuaeDAI of populacioa; .. 'Cludu unuc-•d raceiv.n 
in c-triu nd ill yean vtln nai•tretioa of radio aece vu in affect; 
data for E!Catlt yean ..,. not be caapertbla liuca -t c-triu tbolllhed 
li.CeniUaao 

Pap•'PUE C!t! <nr t!!n ml - r ...... ar ~n caa,riaa MtOI' ~n aaasiq 
lua thaD eipt panoaa; auludaa wllulaacu, heenaa tpd ailitary 
'ftbicl ... 

!lectricisy O!vh/n !!!IF ~p> - --.1 coaa-.tioa of illduatrial, c-rcitl, 
public tpd private electricity ill kil-tt '-n ~~&r c.pita, latlarally 
baH4 oa ~tion data, witbout all-• for loa•• ill artu but au-
1111 for ~ tad aqtOI'ta of electricity. 

l!!!!eryt <!satyr !!!I S'!l - hr cat~ltt -1 c:aaa....,tioa ill kUosr
.. t~cad fraa clo.aatic pncluctioa plua aet l.alforta of -priat. 



COUNTRY/REGION CODE 358 
q__ePORT 35 RUN 1 

E C 0 N 0 M I C 

NATIONAL ACCOUNTS (1) 
(MILLIONS OF USS AT 1975 PRICES) 

GROSS DOMESTIC pqoDUCT 
GAINS FROM TERMS OF TRADE 
GROSS DOMESTIC INCOME 
IMPORTS 
EXPORrS - VOLUME 
EXPORTS - TT. ADJUSTED 
RESOURCE GAP- TT. ADJUSTED 
TOTAL CONSUMPTION 
INVESTMENT 
NATIONAL SAVINGS 
DOMESTIC SAVINGS 

GOP AT CURRENT US$ 

SECTOR OUTPUT 
(SHARE OF GOP AT 

AGRICULTURE 
INDUSTRY 
SERVICES 

1975 PiUCES) 

PRICES ( 1975 • 100) 

EXPORT PRICE INDEX 
IMPORT PRICE INDEX 
TERMS OF TRADE INDEX 

" DEFLATOR (US$) 
UAL AVERAGE EXCHANGE RATE 

1965 

42942.4 
-455.9 

42486.5 
4277.5 

-.osos.7 
-4052.8 

224 . 7 
34295.3 

8415.9 
7640.7 
8191.2 

20160.0 

o. 148 
0.312 
0.539 

43,56 
48,47 
89.89 
46.95 
12.50 

- 38 -

MEXICO 

A 1 T A C H M E N T 3 8 

RUN DATE 08/05/78, TIMEr 3:32 AM 
PAGE: 1 

D E V E L 0 P M E N T D A T A S H E E T S 

A C T U A L 

1970 

59940.2 
-343 . 4 

59596.9 
6313.1 

-5415.8 
-5072.4 

1240.7 
48180.2 
12657.4 
10684.1 
11416.7 

33496.0 

0.120 
0.340 
0.540 

50.69 
54.12 
93.66 
55.88 
12.50 

1975 

79028.6 
o.o 

79028.& 
8636.6 

-6081.5 
-6081.5 

2555.1 
63060 . 8 
18523.0 
14341.8 
15967.9 

79028.8 

0.100 
0.354 
0.547 

100.00 
100.00 
100.00 
100.00 

12.50 

1976 

80547 . 9 
184.5 

80732.4 
8044.0 

-6437.2 
-&621.7 

1422.3 
64034.4 
18120.3 
14773.1 
16698.0 

79139.1 

0.097 
0.369 
0.534 

105.;8 
102.25 
102.87 
98.25 
15.43 

EST. 

1977 

82811.5 
644.8 

83456.3 
6235.8 

-5473.7 
-6118.6 

117.3 
67016.4 
16557.1 
14762.1 
16439.8 

72554.4 

0.098 
0.370 
0.532 

138.25 
121.89 
111.78 
87.61 

1978 

88215.3 
876.4 

89091.7 
7624.1 

-6383.3 
-7259.7 

364.4 
70597.8 
18858.3 
16587.5 
18493.9 

89516.6 

0.095 
0.382 
0.523 

148.57 
128.88 
113.73 
101.48 

P R 0 J E C T E D 

1979 

96238.3 
846.5 

97084.8 
8819.3 

-8539.1 
-9385.6 
-568.3 

75155.3 
21363.2 
20037.8 
21929.5 

105014.6 

0.090 
0.388 
0.524 

151.51 
137.84 
109.91 
109.12 

1985 

149781.6 
2099.6 

151881.2 
16939.6 

-13242.8 
-15342.4 

1597.2 
. 117995.2 

35483. 1 
32057.1 
33886.0 

245207.1 

} 

0.071 
0.444 
0.485 

230.43 
198.89 
115.85 
183.71 

1990 

212881.2 
4E81.7 

21 7~63.0 
- 24488.7 
-18288.0 
-22969.7 

1519.0 
188216.8 
soess .2 
46744.9 
.. 9346.2 

465846.0 

0.059 
0.508 
0.432 

326.99 
2110.35 
125.80 
218.83 
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;OUNTRY/REGION CCOE 358 
·· ~EPORT 35 RUN 1 

SEI.ECT.EO INOICATCRS 

-------------------
ICCR 
IMPORT EI.ASTICITY 
~VE~AGE NATIONAl. SAVINGS RATE 
MARGINAL. NATIONAL. SAVINGS RATE 
IMPORTS/GOP 
INVESTMENT/GOP 
RESOURCE GJ.P/GDP 

196!-76 

3.74 
1.00 
0.19 
0.20 
0.10 
0.21 
o.o:z 

1976-78 

4.!:Z 
-0.59 
0.19 
0.24 
0.09 
0.21 
o.ot 

(1) COMPONENTS MAY NOT ADD UP BECAUSE 0' ROUNDING 

... 

"· 
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MEXICO 

1978-85 

2.99 
1.47 
0.22 
o.:zs 
0.10 
0.23 
o.oo 

198!-90 

3.27 
1.05 
o.:z:z 
0.24 
0.11 
0.24 
0.01 

PAGI: 1A 

I 
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COUNTRY/REGION CODE 358 
REPORT 3!5 RUN 1 

E C 0 N 0 M I C 

NATIONAL ACCOUNTS (1) 
(MILLIONS OF USS AT 1975 PRICES) 

G~OSS OOME;.TIC PRODUCT 
GAINS FROM TERMS OF TRADE 
GROSS DOMESTIC INCOME 
IMPORTS 
EXPORTS - V0Llm1E 

. EXPORTS- TT. AO~USTED 
RESOURCE GAP- TT. AC~USTED 
TOTAL CONSUMPTION 
INVESTMENT 
NATIONAL SAVINGS 
DOMESTIC SAVINGS 

GOP AT CURRENT USS 

SECTOR OUTPUT 
(SHARE OF GOP AT 

AGRICULTURE 
INDUSTRY 
SERVICES 

197!5 PRICES) 

~ICES ( 1975 • 100) 

EXPORT PRICE INDEX 
IMPORT PRICE lNOEX 
TERMS OF TRADE lNOEX 
GOP DEFLATOR (USS) 
ANNUAL AVERAGE EXCHANGE RATE 

19155 
1976 

!5.9 

e.o 
!5.9 
3.3 
4.6 

!5.8 
7.2 
15.2 
15.7 

13.2 

8.3 
7.0 
1.2 
1.9 

40 -

MEXICO 

A T T A C H M E N T 3 B 

D E V E L 0 P M E N T 

G A 0 W T H R A T E S 

1976 1.978 
1978 1985 

4.7 

5.0 
-2.6 
-0.4 
4.7 

5.0 
2.0 
e.o 
!5.2 

6.4 

18.0 
12.3 
5.1 
1.1 

7.9 ·-

7.9 
12.1 
11.0 
11.3 

7.6 
9.!5 
9.9 
9.0 

1!5.5 

·&.7 
1.4 
0.3 
7.1 

D A T A 

1985 
1990 

7.3 

7.5 
7.8 
6.7 
8.4 

7.3 
7.5 
7.8 
7.8 

13.7 

7.3 
5.5 
1.1 
1.0 

S H E E T S 

1975 
SHARE 

OF 
GOP 

100.0 
o.o 

100.0 
10.9 
7.7 
7.7 
3.2 

79.8 
23.4 

. 18.1 
20.2 

RUN DATE 08/05/78, TIME! 3:32 AM 
PAGE: 2 

' 
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COUNTftY/REGION CODE 358 
REPORT 36 RUN 1 

CONSTANT 1975 PRICES 
(MILLIONS OF DOLLARS) 

1 .1 FOOD 
1.2 OTHER CONSUMER GOODS 
2. PETROLEuM, OIL, LU8AICANTS 
3. OTHER INTERMEDIATE GOODS 
4. CAPITAL GOODS 
5.1 TOTAL GOODS (CIF) 
5.2 TOTAL GOOOS (rOB) 
6. NON-FACTOR SERVICES 
7. TOTAL GOODS AND NFS 

PRICE INDEX 1975 • 100 

1 . 1 FOOD 
1.2 OTHER CONSUMER GOODS 
2. PETROLEUM, OIL. LU8AICANTS 
3. OTHER INTERMEDIATE GOODS 
4. CAPITAL GOODS 
5. TOTAL GOODS (CIF) 
6. NON-FACTOR SERVICES 
7 . TOTAL GOODS AND NFS 

CURRENT •iAL.UES 
(MilliONS OF DOLLARS) 

.1 FOOD 

.2 OTHER CONSUMER GOODS 
2. PETROLEUM, OIL. LUBRICANTS 
3. OTHER INTERMEDIATE GOODS 
4. CAPITAL GOODS 
5.1 TOTAL GOODS (CIF) 
5.2 TOTAL GOODS (FOB) 
6. NON-FACTOR SERVICES 
7. TOTAL GOODS AND N,S 

DATE OF LATEST UPDATE 07/26/78 

'· 

1972 

197.0 
655.9 
423.1 

1291.8 
1848.3 
4416.2 
4:50.4 
2209.0 
8459.4 

52.04 
-67 .oo 
29.38 
68.73 
64.46 
62.17 
62.17 
62.17 

102.!5 
439.5 
124.3 
B87.9 

1191 .5 
2745.7 
2642.6 
1373.4 
4016.0 

- 41 -

MEXICO 

A T T A C H M E N T 3 C 

I M P 0 R T 

1973 

289.9 
675.6 
556.4 

1635.5 
2070.1 
5227.6 
4967.6 
2147.4 
7115.0 

85.88 
76.72 
48.69 
77.09 
74.B1 
73.60 
73.60 
73.60 

249.0 
518.3 
270.9 

1260.8 
1!548.6 
3847.6 
3651.3 
1!580.5 
5231.8 

1974 

407.0 
766.8 
318.6 

2522.9 
2574. 7 · 
8590.0 
6263.6 
2134.3 
8397 . 9 

123.75 
90.57 

125.39 
89.77 
86.61 
92.45 
92.45 
92.4!5 

503.6 
694.5 
399.!5 

2264.8 
2230.1 
6092.!5 
5790.7 
1973.2 
7763.9 

D E T A I I. 

197!5 

443.0 
823.2 
291.1 

2150.9 
2905.6 
6613.8 
6285.5 
2351.1 
8636.6 

100.00 
100.00 
100.00 
100.00 
100.00 
100 . 00 
100.00 
100.00 

443.0 
823.2 
291.1 

2150.9 
2905.8 
6813.8 
8285.5 
2351.1 
8636.8 

1976 

190.5 
729.4 
223.4 

1931 .3 
2846.5 
5921 .o 
5627.1 
2416 . 9 
8044.0 

77.75 
.102.55 
125.29 
103.08 
101.44 
102.25 
102.25 
102.25 

148.1 
748.0 
27i.9 

1990.7 
2887 . 4 
6054.1 
57!53.8 
2471.2 
8224.8 

RUN DATE: 07/26/78, TIME: 10:18 PM 
PAGE: 1 

1977 

362.4 
823.2 
114.4 

1781.6 
2277.8 
5159.3 
5159.3 
107&.5 
6235.8 

74.65 
110.93 
95.35 

110.56 
108.78 
101.96 
111.15 
121.89 

270.5 
691.3 
109.1 

1969.7 
2477.8 
5!518.4 
5!518.4 
2082.2 
7100.1 

1978 

384.5 
898.4 
193.4 

2013.4 
3182.9 
6470.5 
8470.8 
1153.4 
7624.0 

87.86 
119.13 
99.63 

118.30 
115.85 
114.82 
120.04 
128.88 

337.8 
829.8 
192.7 

2381 .9 
3887.5 
7429.5 
7429.5 
2391.1 
1825.8 

' 

1979 

384.5 
837.7 
145.1 

2344.3 
3843.8 
755!5.1 
7!5!55.1 
1264.2 
8811.3 

101.48 
127.79 
106.71 
125.99 
123.91 
123.54 
129.04 
137.84 

310.2 
1070.5 

154.8 
29!53.6 
4764.6 
9333.7 
9333.7 
2823. t 

12151.8 

198!5 

445.1 
198!5.5. 

.o 
4778.1 
7!588.3 

1479!5.0 
1479!5.0 
2144.8 

18939.1 

158.41 
191.07 
444.80 
178.72 
177.51 
179.14 
193.85 
198.89 

705.0 
3793.7 

.o 
8536.0 

13469.8 
21504.3 
26!504.3 

7117. t 
33111.4 , 
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COUNTRY/REGION CODE 358 
REPORT 37 RUN 1 

CONSTANT 1975 PRICES 
( MILLiONS OF DOLLARS) 

1.1 Cotton 
1. 2 :of fee 
, . J Sugar 
1.4 Petroleum, oil, lubricants 
1. 5 Silver 
1.6 Jther a$ricultural goods 
1 . 1 Jther m1nerals and metals 
2. MANUFACTURED GOODS 
J. ALL OTHER GOODS 
4. TOTAL GOODS (F.0.8.) 
5. NON-FACTOR SERVICES 
6. TOTAL ~COOS AND NFS 

PRICE INDEX ( 1975 •tOO) 

1.1 O::otton 
t. 2 -:of fee 
1.3 Sugar 
1.4 ~etroleum, oil, lubricants 
1. s Silver 
1 .sl)ther agricultural goods 
1 • 1 Other m1nerals and metals 
2. MANUFACTURED GOODS 
3. ALL OTHER · GOODS 
4. TOTAL GOODS (F.O.B.) 
5. NON-FACTOR SfRVICES 
5. TOTAL GOODS AND N'S 

CURRENT VALUES 
(MILLIONS OF DOLLARS) 

t. t t:otton 
t .2 t:offee 
t .3 Sugar 
t .4 Petroleum, oil, lubricants 
1.5 c;ilver 

"· 

1972 

220.7 
112.0 
288.0 
106.0 
134.4 

1056.5 
310.0 
887.4 

55.1 
3170.1 
3044.9 
6215.0 

67.01 
76.62 
35.45 
20.19 
38.02 
52.31 
58.22 
61 .oo 
60.99 
54.14 
a2.t7 
58.08 

147.9 
85.8 

102.1 
21.4 
51 .1 

- 42 -

MEXICO 

A T T A C H M E N T 3 0 

E X P 0 A T 

1973 

147.2 
165.3 
290.1 
90.6 

136.6 
782.9 
206.5 

1113.7 
55.4 

2988.2 
3345.4 
6333.6 

112.76 
94.99 
39.51 
27.26 
51. 11 
74.16 
88.34 
72.29 
72.17 
71.62 
73.60 
72.67 

166.0 
157.0 
114.6 
24.7 
61.8 

1974 

153.8 
152.2 
146.6 
132.3 
139.7 
408.-9 
310.3 

1395.9 
81.5 

2921.1 
3314.3 
6235.4 

118.24 
101.33 
130.96 
93.14 

106.62 
125.89 
121.15 
88.55 
88.41 

102.67 
92.45 
97.24 

181.9 
154.2 
192.0 
123.2 
148.1 

0 E T A I L 

1975 

173.7 
184.2 
132.5 
460.1 
145.7 
483.8 
311.9 

1069.3 
63.3 

3004.5 
3077.0 
6081.5 

100.00 
100.00 
100.00 
100.00 
100.00 
100.00 
100.00 
100.00 
100.00 
100.00 
100.00 
100.00 

173.7 
184.2 
132.5 
480.1 
145.7 

1976 

169.7 
162.7 

522.0 
144.6 
752.2 
312.2 

1111.0 
40.8 

3215.3 
3221.9 
6437.2 

141.82 
219.36 

106.67 
110.91 
82.79 
97.37 

107.11 
107.05 
108.11 
102.25 
105.18 

240.7 
35&.9 

.o 
558.8 
180.4 

RUN DATE: 08/05/78, TIME: 03:30 AN 
PAGE: 1 

1977 

140.0 
122.5 

• 0 
783.0 
185.6 
984.1 
323.9 

1182.8 
39.8 

3741.7 
1732.1 
5473.7 

130.52 
370.65 

.00 
116.97 
99.84 
80.85 

100.39 
117.56 
117.60 
114.33 
121.14 
138.25 

182.7 
454.1 

.o 
115.9 
185.3 

1978 

159.6 
143.3 

.o 
153t .a 

191.2 
833.1 
323.9 

1301.1 
41.8 

4525.8 
1857.5 
6383.3 

134.87 
283.35 

.00 
116.97 
104.84 
89.33 

110.47 
125.80 
125.84 
119.42 
141.13 
148.57 

215.3 
408.2 

.o 
1711.1 
200.4 

) 

1979 

167.6 
129.0 

.o 
3328.7 

198.9 
858.1 
333.8 

1498.2 
43.9 

1554.0 
1985. t 
8539.1 

142.71 
284.96 

.00 
125.74 
115.32 
103.50 
122.41 
133.97 
134.02 
127.48 
162.43 
151.51 

231.2 
341.1 

.o 
4185.5 

227.1 

1985 

204.0 
122.6 

.o 
5497.8 
235.1 
883.1 
431.5 

3083.9 
58.1 

10524.4 
2718.4 

\3242.8 

207.44 
219.06 

.oo 
194.35 
204.30 
186.10 
227.43 
190.01 
190.08 
114.50 
259.13 
230.43 

423.1 
281.5 

.o 
"10884.1 

410.4· 
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MEXICO 

REPORT 37 RUN 1 ~-!_!_~-£.~~-!.!!_! __ ]E_ 
PAGE: 1A 

COUNTRY/REGION CODE 358 1972 1973 1974 1975 1976 1977 1978 1979 1985 

1. 6 Other agricultural goods 552.6 580.6 514.7 463.8 622.8 777.5 744.2 888.1 1644.7 
1 . 7 Other mineralR ~net metals 180.5 182.4 376.0 311 .9 304.0 325.1 357".8 408.5 997.3 
2 . MANUFACTURED GOODS 541.3 805.1 1236.1 1069.3 1190.9 1390.5 1636.7 2004 . 8 5859.7 
3. ALL. OTHER GOODS 33.6 40.0 72.1 63.3 43.7 46.8 52.6 58.8 111.8 
4. TOTAL. GOODS (F.O.S.) 1716.3 2140 . 2 2999.1 3004.5 3476.2 4278.0 5404.9 8353.8 20470.2 
5. NON-FACTOR SERVICES 1893.1 2462.3 3064.1 3077.0 3294.3 3179.7 3951.1 4583.7 '0044, 6 
6. TOTAL GOODS AND NFS 360&.4 4602.5 6063.2 6081.5 6770.5 7457.7 9356.0 12937.3 30514.8 

OATE OF LATEST UPDATE OS/05/78 

•• •. 



COUNTRY/REGION CODE 358 
REPORT 38 RUN 1 

SUMMARY OF BALANCE OF PAYMENTS 

1 . EXPORTS (INCLUDING NFS) 
2 . IMPORTS {INCLUDING NFS) 
3. RESOURCE BALANCE 

4. NET FACTOR SE~VICE INCC~E 
.1 NET INTEREST PAYMENTS 

OF iiiHICH ON PUS M&L.T LOANS 
.2 DIRECT INVESTMENT INCOME 
.3 WORKERS REMITTANCES (NET) 

5. CURRENT TRANSFERS (NET) 

6. BALANCE ON CURRENT ACCOUNT 

7. PRIVATE DIRECT INVESTMENT 
8. GRANTS & GR~NT-L.IKE FLOWS 

PUBLIC M&LT LOANS 
9. DISBURSEMENTS 
10. AMORTIZATION 
11. NET DISBURSEMENTS 

OTHER M&LT LOANS 
12. DISBURSEMENTS 
13. AMORTIZATION 
' 4. NET DISBURSEMENTS 
5. USE OF IMF RESOURCES 

16. SHORT-TERM CAPITAL 
TRANSACTIONS 

17. CAPITAL TRANSACTIONS NEI 
18. CHANGE IN RESERVES 

(- • INCREASE) 
19. NET FOREIGN EXCHANGE (1) 

RESERVES (END OF PERIOD) 

'· 
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MEXICO 

A T T A C H M E N T 4 A 

BALANCE OF PAYMENTS ANO EXTERNAL. ASSISTANCE 

1972 

3609.4 
4016.0 
-406.6 

-574.1 
-386.2 
-260.7 
-314.5 

126.7 
64.4 

-916.3 

300.8 
.o 

1011.7 
-!90.5 

421.2 

.0 

.o 

.o 

.o 
-249.0 

707.9 

-214.7 

1675.8 

1973 

4602.5 
5236.8 
-634.3 

-855.2 
-575 . 7 
-357.2 
-419.8 

140.4 
74.5 

-1415.0 

456.3 
.o 

2115.4 
-794.4 
1321.0 

.o 

.o 

.o 

.o 
596.2 

-831.3 

-122.3 

1798.1 

1974 

ACTUAL 

6063.2 
7763.9 

-1700.7_ 

-1288.8 
-897.8 
-569.4 
-549.1 

158.1 
113.4 

-2876.1 

678.1 
.o 

3014.5 
. -623.6 

2390.9 

.o 

.o 

.o 

.o 

655.6 
-811.5 

-36.9 

1835.0 

1975 

6081.5 
8636.6 

-2555.1 

-1749.4 
-1266.5 
-627.5 
-657.5 

174.6 
123.3 

-4181.2 

748.8 
.o 

4011.1 
-781.3 
3249.8 

.o 

.o 

.o 

.o 
842.8 

-495.1 

2000.1 

1976 

6770.5 
8224.8 

-1454.3 

-2143.9 
-1700.3 
-1069.8 
-636.6 

193.0 
175.8 

-3422.4 

5&8.7 
.o 

5506.4 
-1216.6 

4289.9 

.o 

.o 

.o 
480.0 

839.8 
-3109.3 

333.1 

1617.0 

RUN DATE: 07/28/78, TIME: 10:19 PM 
PAGE: 1 

1977 

E S T. 

7457.7 
7800.6 
-142.9 

-2084.5 
-1795.1 
-1234.0 
-480.8 

211.3 
199.8 

-2007.7 

437.3 
.o 

1341.9 
-2461.7 
3880.2 

-75.3 
.o 

-75.3 
. • 0 

-1231.3 
-532.5 

-470.7 

1797.6 

1978 1979 1980 

P R 0 J E C T E 0 

9358.0 
9825.6 
-469.7 

-2506.8 
-1914.8 
-1493.4 

-823.5 
231.4 
218.5 

-2758.0 

679.7 
.o 

5985.9 
-3635.9 

2350.0 

200.0 
.o 

200.0 
.o 

-200.0 
100.0 

-371 .a 

2161.2 

12937.4 
12151.8 

780.1 

-2680.3 
-1994.1 
-1657.8 
-940.7 

254.1 
~38.9 

-1610.8 

781.7 
.o 

5461.& 
-4293.2 

1168.5 

.o 

.o 

.o 

.o 

J 

-200.0 
300.0 

-381.3 

2558.5 

17498.9 
15008.0 
2490.1 

-2771.0 
•1979.0 
-t719.5 
-1072.1 

210.0 
211.3 

-18.9 

875.5 
.o 

4170.5 
-4750.8 

-.580. 4 

100.0 
.o 

1 oo.o 
.o 

-200.0 
300.0 

-471.2 

3034.6 
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REPORT 38 RUN 1 ATTACHMENT 4A 
PAGE: 1A -----------------------COUNTRY/REGION COOE 358 1972 1973 1974 1975 1976 1977 1978 1979 1980 

GRANT ANO LOANS COMMITMENTS 

---------------------------
1. OFFICIAL GRANTS .o .o .o .o .o .o .0 .o .o 2. TOTAL PUBLIC M&LT LOANS 1235.1 3047.5 3184.1 4304.1 5370.5 6123.3 6432.2 5908.9 4591.4 .1 IBRD 277.0 270.0 289.0 310.0 410.0 162.0 630.0 670.0 680.0 • 2 IOA .o .o • 0 .o .o .o .0 .o .o .3 OTHER MULTIL~TERAL 73.2 89.5 102.0 121.8 111 .a ~80.0 300.0 336.0 375.0 .4 GOVERNMENTS 58.7 420 . 3 130.5 317.2 68.6 250.0 218.8 271.7 319.8 .s OF ~HICH CENTRALLY PLANNED 

ECQI';Q~ll ES (2) .o .o .o 2.0 2.4 .0 .o .o .o .6 SUPPLIERS 65.8 52.6 64.7 114.7 99.5 150.0 307.7 373.9 448.3 .7 FI:< ~NCIAL INSTITUTIONS 623.9 2110.5 2547.8 3300.1 4454.8 468.1 875 . 1 1462.9 1084.2 .a BONOS 136.5 104.6 50.0 140.3 165.9 600.0 600.0 600.0 600.0 • 9 PUBLIC LO~NS NEI .0 .o .o .o .o 4213.1 3500.5 2194.4 1084.2 3. OTHER M&LT LOANS (WHERE 
AVAILABLE) .o .o .o .o .o -75.3 200.0 .o 100.0 

ME:,:ORM•DUM ITE~.~S 

----------------
1. GRANT E:..EMENT OF TOTAL 

COM~H TMENTS .139 .138 .109 .057 .058 8.471 10.126 12.164 14.863 2. AVERAGE INTEREST (PERCENT) .071 .073 .076 .082 .080 .077 .079 .078 .080 3. AVERAGE MATURITY. (YEARS) 13.700 12.400 11 .100 6.900 6.600 7.691 8.482 9.547 10.5128 

-------------------------------------1/ NET FOREIGN ASSETS: USS EQUIVALENT OF LINE 31. 

INCLUDES CMEA COUNTRIES, PEOPLES REPUBLIC OF CHINA, NORTH 
KOREA, NORTH VIETNAM. 

DATE OF LATEST UPCATE 07/26/78 

.: 

., 
'· ! 



., 

·; dUNTRY/REGION CODE 358 · 
REPORT 38 . RUN 1 

SUMMARY OF BALANCE OF PAYMENTS 

------------------------------, . EXPORTS (INCLUDING NFS) 
2. IMPORTS (INCLUDING NFS) 
3. RESOURCE BALANCE 

4. NET FACTOR SERVICE INCOME 
.1 NET INTEREST PAYMENTS 

OF wHICH ON PUB M&LT LOANS 
.2 DIRECT INVESTMENT INCOME 

. • J ~ORKERS REMITTANCES (NET) 
s. CURRENT TRANSFERS (NET) 

6. BALANCE ON CURRENT ACCOUNT 

7. PRIVATE DIRECT INVESTMENT 
a. GRANTS & GRANT-LIKE FLOWS 

PUBLIC M&LT LOANS 
9. DISBURSEMENTS 
10. AMORTIZATION 
11. NET DISBURSEMENTS 

OTHER M&LT LOANS 
12. DISBURSEMENTS 
, 3. AMORTIZATION 
· ·~. NET DISBURSEMENTS 

USE OF IMF RESOURCES 
SHORT-TERM CAPITAL 
TRANSACTIONS 

17. CAPITAL TRANSACTIONS NEI 
18. CHANGE IN RESERVES 

(- . INCREASE) 
19. NET FOREIGN EXCHANGE (1) 

RESERVES (END OF PERIOD) 

- 46 ~ 

MEXICO 

A T T A C H M E N T 4 A 

BALANCE OF PAYMENTS AND EXTERNAL ASSISTANCE 

1981 1982 1985 1990 1995 

P R 0 ~ E C T E D 

19519.3 22599.8 30514.8 59800.5 
18417.4 21822.8 33691.5 63755.1 

1101 .9 777.0 .;.3176.6 -3954.7 

-2792.9 -2924.3 -3952.2 -7389.2 
-1881.7 -1879.2 -2396.7 -4483.3 
-1659.3 -1698.0 -2308.5 -4623.3 
-1219.1 -1383.9 -2006.4 -3632.1 

308.0 338.8 451.0 726.3 
285.9 312.9 410.6 648.1 

-1405.0 -1834.3 -6718.2 -10695.8 

980.5 1098.2 1542.8 2622.8 
.o .o .o .o 

5368.7 5944.7 10112.8 19195.1 
-4574.9 -4539.9 -4294.4 -9947.7 

793.7 1404.8 5818.4 9247.5 

100.0 100.0 100.0 100.0 
.o .o .o .o 

100.0 100.0 100.0 100.0 
.o .o .o .o 

-200.0 -200.0 .o .o 
300.0 ~0 .o .o 

-S&i.4 -568.7 -742.5 -1273.5 ' 

3&04.0 4172.7 6154.8 11175.4 

RUN DATE: 07/26/78, TIME: 10:19 PM 
PAGE: 2 

! 



REPORT 38 RUN 1 
C~UNTRY/REGION CODE 358 

GRANT AND LOANS COMMITMENTS 

1 . OFFICIAL GRANTS 
2. TOTAL PUBLIC M&LT LOANS 

. I IBRO 

. 2 IDA 

.3 OTH ER MULTILATERAL 

.4 GOVER NM ENTS 

.S OF ~niCH CENTRALLY PLANNED 
ECC r.c:.t I ES ( 2) 

.6 Sl.iPPLIEi1S 
• 7 F IN.:.NCIAL INSTITUTIONS 
.8 BONOS 
.9 PUBLIC LOANS NEI 

3. OTHER M&LT LOANS (WHERE 
AVAILABLE) 

~EMORANOUM ITE~S 

1. GRANT ELEMENT OF TOTAL 
COMMITMENTS 

2. AVERAGE INTEREST (PERCENT) 
3. AVERAGE MATURITY (YEARS) 

1981 

.0 
5769.0 

690.0 
.o 

375.0 
368 . 8 

.o 
531.0 

1922.5 
600.0 

1281.7 

100 . 0 

14.597 
.079 

10.248 

1982 

.o 
6295.2 

700.0 
.o 

375.0 
426.1 

.o 
611.4 

2507.9 
600.0 

1074.8 

100.0 

1!i.188 
.079 

10.213 

1/ NET FOREIGN ASSETS: USS EQUIVALENT 0, LINE 31 . 

1985 

• 0 
10389.4 

700.0 
.o 

375.0 
634.5 

.o 
909.6 

5019.2 
600.0 

2151.1 

100.0 

14.50!5 
.077 

9.043 

2/ INCLUDES CMEA COUNTRIES, PEOPLES REPUBLIC OF CHINA, NORTH 
KOREA, NORTH VIETNAM. 

DATE OF LATEST UPDATE 07/26/78 

•. 
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1990 

.o 
19637.4 

700.0 
.o 

375.0 
1205.4 

.o 
1703.9 

10537.2 
600.0 

4515.9 

100.0 

14.483 
.076 

8.224 

PAGE: 2A 
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COUNTRY/REGION CODE 358 
lEPO.RT 39 RUN 1 

0 E B T 

1972 

MEDIUM ~NO LONG TERM DEBT (DISBURSED ONLY) 

TOTAL DEBT OUTSTANDING (000 
~NO OF PERIOD) 

PU6~1C DEBT SERVICE 
i~TE~EST 

QTHER ~&LT DEBT SERVICE 
TOT~L DEBT SERVICE 

DEBT BURDEN 

DEBT SERVICE RATIO 
DEBT SERVICE RATIO (1) 
DEBT SERVICE/GOP 
PUB. DEBT SERVICE/GOV. REVENUE 

TERMS 

INT. ON TOTAL COO/TOTAL 000 
TOTAL DEBT SERVICE/TOTAL 000 

DEPENDENCY RATIOS FOR MILT DEBT 

GROSS OISB./IMPORTS (INCL.NFS) 
NET TRANSFER/IMPORTS(INCL.NFS) 
NET TRANSFER/GROSS OISB. 

EXPOSURE 

aRO OISB./G~OSS TOTAL OISB. 
.NK GROUP OISB./GROSS TOTAL 
DISBURSEMENTS 

IBRO COO/TOTAL DOD 
BANK GROUP DOD/TOTAL DOD 
IBRO DEBT SERVICE/TOTAL DEBT 

SERVICE 
BANK GROUP DEBT SERVICI/TOTAL 

DEBT SERVICE 

~ . 

3942.1 

-851.2 
-260.7 

.o 
-851.2 

23.6 
32.3 

2.1 
23.1 

6.6 
21.6 

25.2 
4.0 

15.9 

9.1 

9.1 
18.4 
18.4 

8.5 

8.5 

- 48 -

MEXICO 

A T T A C H M E N T 4 B 

A N 0 C R E 0 I T W 0 R T H t N E S S 

1973 

8919.6 

-1151.6 
-357.2 

.o 
-1151.6 

25.0 
34.1 
2.3 

22.2 

6.6 
21.3 

40.4 
18.4 
45.6 

5.6 

5.6 
9.1 
9.1 

7.6 

7.8 

1974 

A C T U A L 

11639.4 

-1193.0 
-569.4 

.o 
-1193.o-

19.7 
28.7 
1.8 

16.7 

7.1 
14.8 

38.8 
23.5 
60.4 

6.5 

6.5 
8.4 
8.4 

7.9 

7.9 

1975 

15616.5 

-1588.8 
-827.5 

.o 
-1588.8 

26.1 
38.9 

2.0 
16.4 

7.4 
14.1 

46.4 
28.0 
80.4 

4.7 

4.7 
7.2 
7.2 

7.3 

7.3 

1976 

20297.2 

-2286.4 
-1089.8 

.o 
-2286.4 

33.6 
43.0 
2.9 

28.9 

8.9 
14.7 

66.5 
38.9 
58.5 

2.6 

2.6 
&.o· 
6.0 

s.a 
5.8 

RUN DATE: 07/28/78, TIME: 10:19 PM 
PAGE: 1 

1977 

E 5 T. 

22715.4 

-3695.7 
-1234.0 
-193.9 

-3889.6 -· 

48.2 
58.6 
6.5 

31.2 

6.3 
20.7 

82.4 
31.3 
37.9 

4.5 

4.5 
8.4 
8.4 

4.0 

4.0 

1978 1979 1980 

P R 0 J E C T E D 

25265.4 

-5129.3 
-1493.4 

-113.2 
-5242.5 

53.5 
a•.a 

8.7 
33.9 

6.4 
23.9 

83.0 
9.8 

15.3 

!5.4 

5.4 
8.8 
8.8 

3.5 

3.5 

J 

26433.9 

-5950.7 
-1657.6 

-61.6 
-6012.3 

45.1 
53.7 
6.5 

29.4 

6.5 
25.9 

44.9 
-4.!5 

-10.1 

7.!5 

7.!5 
7.8 
7.8 

3.7 

3.7 

2S953.5 

-6470.3 
-1719.!5 

-20.4 
-e.9o. 1 

6.7 
25.3 

28.5 
-14.8 
-52.0 

11.5 

11.!5 
9.4 
1.4 

4.2 

4.2 
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MEXICO 
REPORT 39 RUN 1 
COUNTRY/REGION COOE 358 A T T A C H M E N T 4B 

EXTERNAL DEBT (OISBURSEO ONLY) 

IBRO 
SANK GROUP 
OTHER MULTILATERAL 
GOVERNMENTS 

OF WHICH CENTRALLY PLANNED ECONOMIES (2) 
SUPPLIERS 
FIN~NCIAL INSTITUTIONS 
BONOS 
PUBLIC DEBT NET 
TOTAL PUBLIC M&LT DEBT 
OTHER PUBLIC M&LT DEBT 
OTHER M&LT DEBT 

DEBT PROFILE 

TOTAL DEBT SERVICE 1977-81/TOTAL DOD ENO OF 1976 

1/INCLUDING NET DIRECT INVESTMENT INCOME 
2/INCLUOES CMEA COUNTRIES. PEOPLES REPUBLIC OF CHINA, 

NORTH KOREA, NORTH VIETNAM. 

"· 

OUTSTANDING OEC. 31, 1976 

AMOUNT 

1222.5 
1222.5 
602.3 
801.8 

4.0 
426.6 

11692.7 
801 ·.-3 

.o 
15547.2 
4750.0 

.o 

-137.4 

PERCENT 

7.9 
7.9 
3.9 
5.2 

.o 
2.7 

75.2 
5.2 

.o 
100.0 
30.6 

.o 

PAGE: 1A 

J 
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COUNTRY/REGION CODE 358 
- , ~PORT 39 RUN 1 

D E B T 

- 50 -

MEXICO 

A T T A C H M E N T 4 B 

A N D C R E D I T W 0 R T H I N E S S 

------------------------·--------------
1981 1982 1985 1990 1995 

P R 0 J E C T E D 

MEDIUM AND LONG TERM DEBT (DISBURSED ONLY) 

------------------------------------------TOTAL DEBT OUTSTANDING (DOD 
END OF PERIOD) 26847.2 28352.0 42432.9 81963.1 

PUBLIC DEBT SERVICE -6234.2 -6237.9 -6602.9 -14571.0 
INTEREST -1659.3 -1698.0 -2308.5 . -4623.3 

OTHER M&LT OEST SERVICE -23.4 -24.5 -30.0 -30.0 
TOTAL DEBT SERVICE -6257.6 -6262.4 -6632.9 -14601.0 

DEBT BURDEN 

-----------DEBT SERVICE RATIO 31.4 27.2 21.3 24.1 
DEBT SERVICE RATIO (1) 38.3 33.8 28.3 30.5 
DEBT SERVICE/GOP 4.5 3.8 2.7 3.2 PUS. DEBT SERVICE/GOV. REVENUE 20.3 17.3 13.0 14.2 

TERMS 

INT. ON TOTAL DOD/TOTAL DOD 6.3 6.1 5.5 5.7 
TOTAL DEBT SERVICE/TOTAL DOD 23.6 22.3 15.9 17.9 

DEPENDENCY RATIOS FOR MILT DEBT 

-------------------------------GROSS DIS8./IMPORTS (INCL.NFS) 29.7 27.7 30.3 30.3 
NET TRANSFER/IMPOATS(INCL.NFS) -4.3 -1.0 10.6 7.4 
NET TRANSFER/GROSS DISB. -14.4 -3.& 35.1 24.3 

EXPOSURE --------
tBRD DISB./GROSS TOTAL OIS8. 9.5 9.2 6.6 3.6 

NK GROUP 0158./GROSS TOTAL 
JISBURSEMENTS 9.5 9.2 6.6 3.6 

!SRD 000/TOTAL 000 10.5 11.3 10.1 6.5 
BANK GROUP COO/TOTAL COD 10.5 11.3 10.1 6.5 
IBAD DEBT SERVICE/TOTAL DEBT 

SERVICE 5.2 6.5 9.8 7.2 
BANK GROUP DEBT SERVICE/TOTAL 

DEBT SERVICE 5.2 8.5 9.8 7.2 

'· 

RUN DATE: 07/26/78, TIME: 10:19 PM 
PAGE: 2 
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.:PORT 39 RUN 1 
~OUNTRY/REGION CODE 358 

EXTERNAL DEBT (DISBURSED ONLY) 

19RD 
9ANK GROUP 
OTHER MULTILATERAL 
GOVER~MENTS 

OF WHICH CENTRALLY PLANNED ECONOMIES (2) 
SUPPLIERS 
FINANCIAL INSTITUTIONS 
BONOS 
PU9LIC DEBT NET 
TOT~~ PUBLIC M&LT DEBT 
OTHER PUBLIC M&LT DEBT 
OTHER M&LT OEBT 

1/INCLUOING NET DIRECT INVESTMENT INCOME 
2/INCLUDES ~AEA COUNTRIES. PEOPLES REPUBLIC OF CHINA, 

NORTH KOREA, NORTH VIETNAM. 

'· 
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MEXICO 

ATTACHMENT 4B 
OUTSTANDING DEC. 31, 1985 

AMOUNT 

4300.8 
4300 . 8 
2893.3 
1787.8 

.1 
4193.4 

16196.7 
4294.4 
5134.1 

38800.5 
3632.4 
-66.7 

PERCENT 

11.1 
11.1 
7.5 
4.6 

.o 
10.8 
41.7 
11.1 
13.2 

100.0 
9.4 
-.2 

PAGE: 2A 
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MEXICO 

ECONOMIC AND SECTOR WORK PROGRAM 

Attachment 5 
Page 1 of 2 

1. The proposed economic and sector work program has four main elements: 

(i) Major reviews of the economic situation and policies, with 
the primary purpose of servi~g as a basis for discussions 
with the Mexican authorities, twice in every six-year Mexican 
Government cycle. The first, about 1 year after a new 
Administration takes offices, can assess the situation facing 
the Government and the policies it intends to adopt. The 
second, about 3 years later, can assess progress and analyse 
policies for the last two years of the Administration. These 
review will normally lead to grey cover reports. The next 
such review will take place in 1980. 

(ii) Economic monitoring about twice every year, with the primary 
purpose of keeping up to date and informing Bank management 
of economic development in Mexico. The written products will 
normally be limited to back-to-office memos, CPP's, and 
economic sections of President's Report. 

(iii) Special, in-depth studies of particularly important develop
ment issues in Mexico. Subjects will normally be of great 
interest to both the Mexican authorities and the Bank, and 
in many cases will be carried out jointly with the Mexicans. 
Issues to be covered are (a) income distribution, basic needs 
and related topics, (b) public sector management, (c) technology, 
(d) regional policies, and (e) agricultural allocation policies. 

(iv) Sectoral work focused specifically on identification of new 
projects and/or important sectoral policy questions. 

2. The table on the following page describes the studies now planned • 
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d 
ATTACHMENT 5 
Page 2 o f 2 

MEXICO - ECONOMIC AND SECTOR WORK PROGRAM 

Re s pons i ble Tota l Man Weeks Requ i red 

Subject Type of Work Remarks Department FY80 FY81 FY82 FY83 FY84 

I. Economic--macro 

l. Monitoring Short sma.ll mission about twice Main audience i s Bank LCl 40 40 40 

per year ; BTO memos only -n&~~ement and (through 
President 1 s Reports) 
t he Board 

2 . Longer-term and Larger missions. about one year Main audience is Mexicans; LCl 200 24 180 

deeper . analysis and 4 years after a new government &lao Bank manSf!ement and 
takes office Board 

II. Economic--122vert;l 

3. Income distribution What happened ( since 1963) ; why did Wide audience in Mexico. Bank. LC1 118 
( overall ) i t happen; who are the poor ,.lsewhere. Do jointly with 

Mexicans 

4. I ncome distribution Analyse .. r rects of Sf!ricultur,. sector Complementary to ( 3) above. LC1 24 
( Sf!ricul ture ) pol i cies on evolution of rur&l income 

distribution and poverty 

5. Income distribution An&l;yae distributive effects of Complementary to ( 3) abov,.. LC1 24 
( f i sc&l incidence) taxation and gov .. nuaent spending 

6. Basic !leeds An&lyse basic need& gaps and options Coordinate with possible PPR/LCl 36 24 
to f ill the gaps proJects. 

III. Economic - Other 
Main audience is Mexicans . 

7. Public Sector Quantity subsidies; an&l;yae vh;y they Cloael;y related to ( 5 ) above. LC1/DED 24 72 
subsidies exist Could lead to more a compre-

henaive study on public enter-
n~;••• 

8 . Technology Identity current state or technologic&l Main audience is Mexicans and PAS/LC1 28 12 
developaoent in Mexico; vhat institutions other LDCa. Do Jointly vith 
are doing vhat; legislation. Identity Mexicans. 
elfllllellts of an appropriate strategy for 
technologic&l developaent 

9. Urban-r,.gion&l Analyse actual urban/regional polici,.a Main audienc,. is M,.xicans. DED/LC1 20 40 
(deliberat.. and incidental) and their Coordinat,. vith possible 
effects projects. 

10 . Agriculture : Analyse o-ptions reprdin& all relevant Main audience is Mexicms. LC1 24 
Self-sufficiency instruments; eati•te coat of achieving C1lAC could be uaetul. v~ 
in food self-autticiency; m&l;yae leut-coat important to have active 

va;y to do it Nexicm collaboration 

ll. Support to opera- Ea~U.tee of shadow pric~s. foreign Main audience is Bank statf LC1 20 20 20 20 20 
tiOD&l vork exchange component. etc. 

IV. ~ Main audience is MeJd,cana. Coor-
12 . Capital goods Programming study dinate with poedble proJects. DED 

13. Steel Programming study Main audience is Mexicans. Coor- DED 10 
dinate vitb possible projects. 

14. Vocational training Sector Study Possible project identification 
in collaboration vith Mexicans. 

LCP/EDC 36 

I 
I 

'j 
•. 
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GQvernment 

MEXICO 

Political Situation l/ 

1. The official name of the republic of Mexico is the Estados 
Unidos Mexicanos (United Mexican States). It is divided into 32 states, 
including the Federal District, in which the capital is locatea, and the 
two · ter a California Sur and Quintana Roo. Although the 
cot.mtry has a eral and democratic constitution, modelled on that of 
the United States of America,·the President is the dominant decision-
maker for his six year term in office. He cannot be re-elected. ere 
1.s a ·nate of mem ers serving .tor six years and a Cham er tjf Deputies 
of 194 members servicing for three year terms, but neither the Senate nor 
the Chamber of Deputies is asked to take any initiative and they commonly 
limit themselves to approving measures proposed by the President. The 
states have only limited powers and their gove ors control the state 
e isla f1.ci very much as a re the 

President, who can remove them from office at will, -- ' 
2. This system has provided Mexico with a stable and effective 
government for nearly half a century. There has been no violent consti
tutional change since 1920, although in 1968 and 1971, there were serious 
c "sturbances, led by students, in the e r J.strJ.ct, and t ere 
have been J.~n~e~· ~·;t~tten~t~oiu~t~b7r:e:ak::s:_o:f~rur:::a:l:_~(an::d~a~f~e~w~ur~b=an== ) guerrilla 
activities _!n 

3. The government party, the Partido ·Revolucionario Institucional 
(PRI), invariably sweeps all elections and has done so since it was organ
ized, t.mder another name, in 1929. Members join one of the party's 
three sections: the Confederaci6n Nacional Capesina (for farm workers, 
etc.), the Confederaci6n de Trabajadores Mexicanos (for urban workers · 
and approved union members) and the Confederaci6n Nacional de Organismos 
Populares. The PRI is in many ways more a collection of interest groups 
th_an a unified party, the chief cohesive factor being a complete loyalty 
to the President. There are three other recognized political parties, 
of which only one of any importance is the conservative Partido de Acci6n 
Nacional (PAN)". 

4. The present president, Lie. Jose L6pez Portillo, took -office 
on December 1, 1976. In the elections he po~e b cent of the 
vote which was 72 ercent of the 25.9 mn electorate. The. National Action 
Party (PAN) failed to agree on an electoral candidate while the two other 
traditional opposition parties--the Popular Socialists and Authentic 
Revolutionaries--decided to support the PRI candidate. The economic 

!/ Paras 1-4 of the recent CPP summarize the situation. 

, · 

· o 
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policy of successive administrations has been to foster rapid industrial
ization as a basis for overall growth. Successive governments have also 
developed a policy of "Mexicanisation" of industry, and in ~ 1973 a 
new forei · stment law came into force · b and large limits 

participation in However, its 
ong recor o po 1 s a 1 1ty and economic growth has made Mexico 

very popular with investors since the end of the second world war. 
Mexico has also, mainly through various government agencies like the 
development bank, Nacional Financiera, obtained many foreign loans a.nd 
floated a number of bond issues in Europe and the USA. Full debt 
service has been paid on all external debt issued or guaranteed by the 

. ___ federal government since the adoption of the present constitution in 
1917 ~- Mexico is a member of' the Latin . American Free Trade Association · 
but not of the General Agreement on Tariff's and Trade. 

The Changes 

5. In the tradition of the PRI, rist" has 
succeeded a "leftist" one, and President L6pez Po 1 · o s Governmen 1s 
allowing pru ent f1sc and monetary policies designed to set the stage 

for the private sector to take the initiative in stimulating economic 
growth and providing employment. By and large, the present administration 
gets on well with the established industrial groups. On the ·labor front, 
the trade union movement continues to cooperate with the Government's 
economic program, and has accepted wage settlements within the general 
guidelines established to contain inflation. However, the upper hierarchy 
of the ion movement is and, after Sr. Fidel Velazquez (the 
George ·. Meany of Mexico , a successi strain the 
lo alty and predictability of the trade union force. 

6. On September 1, 1978, President L6pez Portillo presented his 
second "State of the Nation" report. This is the occasion when the 
President reviews the achievements of the previous year and presents 
major policies and programs for the future. The President has reiterated 
his _ commitment for political liberalization. The Election Commission has 
give prov1s1on recogn1tion to be con 1 _ed after their showings at 
the polls in 1979) to three opposition groups--the Communist Party, 
Democratic -Party and Workers Party--and 15 other requests are under its 
consideration. A national registry of' persons under detention has been 
prepared and an amnesty bill introduced in the Congress. A law guarant
eeing the right to information has been proposed and dissidents have been 
invited to offer constructive criticism for social change. Action a~ainst 

in public administration would be inte ~ 

7. 
in Mexico: 

With the above reforms, seven political parties will be active 

PRI (the Institutional Revolutionary Party) - Carlos Sensores 
Perez, the President, supposed to be in that position with 
the support of the lab·or movement despite the reservations 
of L6pez Portillo. 
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PAN (National Action Party) Abel Vicencio Tover, President. 

PARM (Authentic Revolutionary Party) - Antonio Gomez Velasco, 
President. 

PPS (Popular Socialist Party) - Jorge Cruickshank Garc!a, 
Secretary-General. 

PDM (Democratic Party of Mexico) - Magafta Negrete, President. 

PST (Socialist Labor Party) - Rafael Aguilar Talamantis, 
Secretary-General. 

PCM (Communist Party of Mexico) - Arnaldo Martinez Verdugo, 
Secretary-General. 

The last three of these have received conditional registration, and the 
results of June 1979 elections for the Chamber of Deputies would be 
important in settling their future role in the political process. 

Cabinet Changes and the Succession 

8. Though there have been occasional rumors of changes in the compo-
sition of President L6pez Portillo's cabinet, no important ones have taken 
place since two mem economic t the Government at the 
end of 1977 en differences on the 1 8 et arose. e forces 1n 
favor of economic restraint have prevai and this continues to b4; the 
tone of the 1979 budget. 

9. As Mr. L6pez Portillo enters his third year in office and 
approaches his fourth, there will doubtlessly be increasing preoccupation 
over who might succeed him. PRI' s candidates have traditionally been 
members of the cabinet, often the Secretary of Governaci6n (Interior) 
who, in this case, Reyes Heroles, is disqualified by a constitutional 
provision that the President must be of Mexican-born paren~s. Two other 
flamboyant and powerful personalities--Prof. H&nk Gonzales (Mayor of the 
Federal District) and Jose Andres Oteyza (Minister for National ~roperty 
and Industries) are also debarred on the same grounds. Prof. Hank ha·a 
started a movement to change Article 82 of the constitution (barring 
children of emigrants from Presidency) for the 1982 elections, but the 
move has petered out. Future cabinet changes . a.re therefore likely to 
be watched closely, not so much for implied ~hifts in policies, but 
because they may suggest who the next President of Mexico might be. 

10. On the international scene, Mexico carefully maintains and tries 
to build up its position as a third world country--in the last year or 
so President z Portillo has vi · e oviet Uni S ain, Japan · 

t ~ epUb~ic of Chin~. Mexico's reestablished rela 1ons 
with Spain, · after decades of interruption while General Franco was in 
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power, was received with widespread enthusiasm at home. The country's 
new-found petroleum reserves appear to be drawing attention abroad as 
nUmerous countries seek to improve their relations with Mexico. Among 
the important perso~s scheduled to visit Mexico in the coming months 
·are: ary-General Kur &ldheim Pope John Paul II, Presidents 
Carter and Valery Giscard d' staing. 

Mexico Division 
Programs Dept. (LACI) · 
January 3, 1979 
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MEXICo-US RELATIONS 

1. Two attached notes--one from the State Department and another 
from Washington Post (Decembe~ 15, 1978) on PRM 41--summarize the bilateral 
relations as seen by US policy makers. Mr.McNamara knows more about these 
issues than most of us in the Division, therefore I will keep this paper 
short. President Kennedy, addressing the Mexicans, had stated, "geography 
made us neighbors, tradition made us friends, economy made . us ·partners"; 
given the personalities of the two Presidents presently guiding USA and 
·Mexico, the bilateral relations could revert ·to the warmth of the Kennedy 
era. 

2. Since President Lopez Portillo . assumed office, I was invited by 
Mr.Edvard R. Fried twice to diseuse the possibility of the Bank handling 
a multi-billion dollar fund to promote ~loyment creation and rural develop
ment in MeXico~ I had requested Mr.Fried to discuss the proposal with 
Bank's senior management as several basic policy issues were involved. 
During a subsequent luncheon discussion with Messrs. Fried and officials 
from the White House, Treasury and the State Department (Messrs. Yudelman 
and Schumacher from the Bank were also present) I had given my assessment; 
saying that acceleration of the rate of re-
r. fo ~eater labor ~tio. The latter~ 
require not only considerabl reater investment in t conomy--particUlarly 
~n the rural sector and in small enterprises--but als sreater opportunities 
for trade. I find missing from the papers referred to in para. 1 an 
apprec1ation of the new export opportunities· tha·t an accelerated growth 
rate of the Mexican economy would present to the US firms. 

Bilateral Trade 

3. Attached tables 'A' and 'B' and the accompanying chart summarize 
US-Mexico bilateral trade. 

4. Our economic analysis concludes that Mexico is poised for a ~ 
substantial acceleration in its GDP growth rate--up from about 2-3% per ~ 
annum in 1976 and 1977, 6.5% in 1978, to 9% in real terms per · year in the 
~rjnd 1979-B~. During. our economic dialogue we have stressed to the -
GQvernment the • ortance of olicies for o enin the e o o interna-
t• for maxi rate o em lo n ion. We proJ ct 
·that Mexican imports will increase from about $9 billion in 1978 to $19 billion 
in 1982 under such a -strategy. Traditionally, close to two-thirds of 
Mexican imports have originated in USA; with some efforts US suppliers 
should be able to bag a major share of the $10 billion incremental imports 
into Mexico. 

5, nt situation in Mexico can be considerabl ·. bel ed if ·~ 
t would be lookin to Mexico not only as a supplier of 
(these have low employment potential) but also accep 

t ·such as fruits vegetables and animal s 1 as man actured 
Without greater access to t e export markets--traditionally ov 

thirds to USA--for these goods, Mexico would not be able to adopt the growth 
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strategy recoDDDended by us. Bank's recommended strategy for gr~h 
assumes s in non-oil e orts from Mexico, rising 'from 
about $7.3 billion in 1978 to $12.0 billion in 1982. 

Other Points 

6. The Mexican officials have expressed the wish that all bilateral 
issues between US and Mexico be discussed between the two countries, with
out the assistance of an international agency; to be effective, Bank's 
financial and technical assistance, and policy advice, should be kept 
clearly separated from US initiatives. We have respected the Mexican 
sensitivities,and the officials have been appreciative of our discretion. 
Press reported that senior US officials (MOndale, Vance and Blumenthal) · 
have offered in the past to Mexico increased assistance from the Bank (I 
must confess that I did not find a corroboration in the official transcripts), 
and with their usual elegance,. the Mexican officials have interpreted these 
as goodwill of the US Administration in supporting Bank loans fo~ Mexican 
projects. US Executive Director has graciously supported the MeXican 
projects over the last two years. We find a close parallelism among the 
Mexican requirements from the Bank, our work in the country and US interests 
in Mexico. 

Attachments (4) 

January 4, 1979 
Devbrat Dutt 
Programs I, Division lA 
LAC 



· · · MEXICo-US TRADE RELATIONS 

A. I!!!Eortance of the US to Mexico 

(US$ million) 

1965 1970 1975 1976 1977 

Exports 1,689.8 2,047.3 5,281.6 5,934.7 6,590.8 

US Share (%) 71.9 67.7 68.6 68.9 69.1 

Imports l-t954.1 3,247.2 8,237.3 7,858.6 7,256.0 

us Share (%) 67.5 62.6 61.7 61.6 62.9 

B. Share of Mexico in the US Imports of some Selected Agriculture Commodities 

Agriculture 

Total 
Cof'fee 
Cattle 
Beef and Veal 
Strawberr~es, frozen 
Pineapples, canned 
Oilaeedla- and oilnuta 
Molasses; inedible 
P'reah tomatoes 
Malt liquors 
Tobacco, unmanfuctured 

Mexico exports 
to US 

1,013.1 
213.,470 
96,355 
45,414 
17,930 
8,066 

13,599 
18,604 

160,844 
11,848 
17,253 

(US$ million) 

Total US Imports Mexico's Share 

October 77 - August 78 

12,769,790 
3,226,780 

210,236 
964,877 

22,148 
78,797 
44,870 . 
62,910 

161,623 
190,127 
391,116 

7.90 
6.62 

45.83 
4.71 

80.96 
10.24 
30.31 
29.57 . 
99.52 
·6.23 
5.06 
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A quick reference aid on U.S. foreign relahons 
· Not a comprehenstve pohcy statement 

BUREAU OF PUBLIC AFFAIRS • DEPARTMENT OF STATE 

US-MEXICO RET~TIONS 
December 1978 

1. Background: The February 1977 visit of President Lopez Portillo, 
the first foreign head of state ±o meet with President Carter, 
illustrates the importance the US Administration attaches to our 
relationship with our closest Latin American neighbor. · President 
Carter plans to visi~ Mexico in February 1979. 

Across a common border of almost 2,000 miles, the US and Mexico 
conduct extensive trade, and tourists move freely back and forth. 
We cooperate on flood control projects and in the use of irriga
tion waters, and several joint cultural and scientific programs 
are also underway. Although relations with Mexico are friendly 
and harmonious, several important issues, discussed below, impinge 
on our relationship. 

2. Illegal immigration: The flow of illegal aliens from Mexico to the 
US is a major bilateral issue. Last year alone, US Immigration 
and .Naturalization Service agents apprehended about 1 million 
undocumented aliens, mostly along the border, and returned them to 
Mexico. Some American employers as well as the Mexican Govern
ment maintain that the illegals perform unskilled work that most 
Ai-n~rican citizens will no longer do. A principal reason for the 
Mexican Government's laissez-faire attitude toward Mexican aliens 
in the US is economic -- jobs are scarce in Mexico and the money 
the aliens. send horne to rela_tives helps · bolster the Mexican economy. 

Many US labor, civic, and public interest groups see the aliens 
taking jobs away from unemployed Americans or burdening social and 
community services. Regardless of their economic impact, the 
illegals are here in violation of US laws. They live in a sub
culture that places them outside the protection of our legal system 
~nd subjects them to abuses by unscrupulous employers. 

The Mexican Government is committed to dealing promptly with the 
. social problems underlying migration. It has embarked on rural 
d .eveloprnent programs and other job-creating projects. The two 
nations have been meeting to discuss the migration problem and to 
cooperate ·in reducing the flow of migrants. 

3. Energy: Mexico's new oil discoveries could give it an importance 
· comparable to Saudi Arabia. The Mexican Government recently 
announced P. illion barrels, e,rghahle 
r erves o 220 billion 
barrels. Exploitat1on of these reserves W1 come 
and significant addition to world resources. Even though Mexic6 
sells its petroleum at world prices, proximity to the US and the 
resultant lower cost of transporting oil provide an economic 

-~-- -----.---- - -·--·--
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incentive for us to qontinue to be Mexico's most imp9.rtant ma.rket. 

Mexico also has considerable natural gas, much of it associated 
with the production of oil. Tentative agreements between six 
US gas transmission companies and PEMEX (Mexican state-owned 
petroleum enterprise) for the purchase of natural gas were allowed 
to expire because the price was considerably higher than that of 
_gas imported from Canada or tha~ allowed US domestic producers. 
While Mexico has stated that it now intends to consume domesti
cally all the gas that it produces, we have indicated that we are 
ready to resume discussions with Mexico concerning the export of 
its excess gas to the us. · 

4. Trade.: Mexico is our leading trading partner in Latin America 
and our fifth largest in the world. In 1977 it accounted for 
$4.8 billion (4%) of US exports and about $4.7 billion (3%) of US 
imports. In recent years, the US supplied over 62% of Mexico's 
imports and took about · 60% of its exports. ·Although we have shown 
a consistent bilateral trade surplus with f1.exico, the surplus has 
dropped dramatically over the last two years. In 1975 our 
bilateral trade surplus amounted to $2.lbillion; by the end of 
1977 . it had dropped to less than $200 million,· largely as a result 
of increased petroleum imports from Mexico, a · rise .in world coffee 
prices, and a decline ·in Mexican demand for imports following 
devaluation of the peso. Although its trade deficit will probably 
rise in 1978 because of increased capital goods imports, Mexico 
is expected to have a growing bilateral surplus in the future 
due to expanded petroleum exports. 

5. Narcotics: Mexico is the main oxduit of illicit drugs entering 
the us. For example, some 60% of the heroin seized by us 
narcotics agents is the so-called "Mexican brown." About half 
the marijuana entering the US is Mexican, and much of the cocaine 
sm~9gled to the US from South America passes through Mexico. The 
US and Mexico are -cooperating to shut off the flow of drugs. With 
the a.id .. of ·helicopters and light aircraft, Mexican personnel are 
attempting to locate and destroy poppy fields in the remote 
Mexican mountains. A major effort by both nations is underway to 
seiz~ ~ontraband an~ apprehend drug traffickers on poth sides of 
the border. The drug t~affic apparently is being- reduced, but 
continued · support and dedication are necessary to eliminate it. 

- ---- ----- ·-··· .. - --·--· . .... -
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Ue8 •. Study Eyes 
Bette·r .Ties .. W~th 
.Oil-Riclt ·.MexlCO 

. • • • 1.' .. l ;~ •. 

, ~J.P. Snilth .· . 
W~i~n J!Dat atatt Wr"'r 

· :· .. A ·N~+al ·~ee~ritY .: Cou~cil 
··'draft · .s\1ic1y· describes ·Mexico as 

"the most promising new :source'' 
Of OI.'Iin t}Ie 1=-~.j;~esfa, tiJat 

4 he ~r , . ·" ~ ~, _"'ano~~-~p-
grading . .1n that country's pnonty 
among U.S. foreign policy interests. 
~ me~orandum, des~ il ~

•:Jdentlal ReView Memoralltlum (l'RM) 
· ,:u, 'says· the United Statel coul.d 'VieW 
-Mexico a1 a world-scale t-artner ·and 
·accOtd ··tt '·si n ~ ... ' ssl~ . on 

n r· as 
w s uo 1 or egaf linilll . on 
·o·f · worbri to tile VnitW~ ~~ A 
copy of ~e draft was o~~ed tt*ter-
. dar by The WaShington :Ppst. . 

.. Yet ,au,C)ther option outlined ln ~e 
i4raft . WOllld be ·for Waahingtop to 
~~~tam its tradltic;»ilal ~w of ¥eKI
cb, • • "emergmg ~-er· ia · t:le 
Tlilr.d World. · · -~ ·, ·, ·, ~-. :·: · · · ~ 

· .. Last · •'ek Pr-~.lt ·.:~~at.ter. · . .id · 
PRM-4l .~Uld .serve· a$ tJl; h~liller 
his impending negotiatiods in htir:U
ary in MexiC.o .City with PreSldpt 
Jose ~ Port.Ul~ ·:li ,. . . ; 
, "For.!tb~ United SUws;-,XexJeo . te-
presents a major. new jMiJn:.uree, 
presently outside OPE tion 
of Je~leum .' Exporti"8 Co-les] . . 
Mex . nt ·ot U.S. 

ort ~ 
~· fbban~fag security of .up~ . t · aJid 

more ibln compensating for ate «e
clin.e . of r Venezuelan . an• Ca,..,.•n 
suppiiel:' the draft ·study ~·asserta. 

More important, , howe~. the out
come af · ~RM-41 (as ·tbl ctalldllf:d 
studf iiJmown within the foreigll -pol
icy . bure~ucrac,) eoulcf 'shape .a' new 
generation of U.S.-Mexican relatidns. 

A draft of the . Mr:~=RM rMts 
forth these possible lbat1~ 
eome from a r~ of WUhlnl
ton's poliey toward Jllexleo: 

• And it could result in the creation 
of a special negot14tor for Mexican af
fairs reporting c:Utectb'- to. tl\e. ;presl·· 
dent or Secretary . of ~ Cyrus-B. . 

. Bee IDDCO, All, Col. 1 

------- -· 
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--~Memo .. . Suggests !U.S. Weigh Bette 
llftiCO, From-At. . . . · .~ . s~pt$ns ~d m twtil that have , uqiw;' ~ in .,~g th~ flo 1\~ 

1 . • 1 ~ . _n_-- ·, ;. -~ · . ~ _.,ked ~tlo~ between tbe t,ro . of lltatcp .IJIIIal Au.. into the US · . 
Vatac., ~ th& ·at ~e 1ea8t •WObld toiCJl .. ' cquntrl~ o-Yer ilfe IQt 40 yean: ·(CJ~ar{ · la~r ~~ ftie . ~rlelly af' odwf' 
off regional political Jealousies. ter: one at10 is reminded, has been With • State Departme~vored pro-
~ ~t the ume -time · the Unlted ~, taldDg private Spanish le8IOil8 Iince ~ £or an .~ ·u~_. ~gtqa to 

,tollld ·do uthing about aDY of t.b• 1DMtaJ into tile Wbt_. House.) . ~ M~ ~ -~~~ -:the: ~: 
\;~- • ·11raft of tile PRM says,'~ ~re Ia the lk~tlon tbe. ~ ~. · · · :. · · >· ·. :.· 
~general U.S. tenngn .polley ~ Mexieo PRM .has bien .the foclli ·'ol -= the.~.~,.!": "t . :~ 

! . \IDDS without ac~ Mexico II*' C,Jdn~vel .'b•UiiN . ... aad the bu- . ·•· ~ u4 tjlie: ·. P~~Q 
~ e1a1 o~ prefer~nttal status." ·' .. _ . ·r+_•. ttc ..._liorlal_lbattles tOt ,.n . ISM!.:":,~ ~~":. ,~. 
~r ~yet to mal,e a c~ any, JK>teJWal ~ f~- ~~ 0 . weie ~~,~a ca.,t,:·: 

thQugh !M!ftlor adminlstraUon of~ switch. f · ~ t • e1 meetlnl ~ ~ •eek ·'t.Id ·.lit 
~ he hu taken a teen penolial· ~ ~- Secn!tary 71ames R._ Sctale- tbe:.Situatloa --: ht Ut~ Jaaement 
~It iD ~M-41 . . . . _. , am.,er··Jr. was rep~ed iD • -shar.ply of the White B~··•.wtit •*: · 

Lut week_ at · a b~eiaklalt me8tlbc WOI.'ded :letter laat Nov .. S. from N:•. tJae P1UI belbas ' ... .. . ....,...ent 
With reporters iD the Whi~ Houae:.• tioiUll-~ CouDdl be$1 Zbigniew that Mexico Ja emergtq u "ila .*o-
State DiDing Room,. Carter .said, .. I Bnezlnskl lut molb for teying to ·DOIIdc power of str~ valueJ.to the 
co~~ . p~ re~attoDBhlp1 with Met- e~donm the coUDell~ PRM p~~ bY ~ Statea,•• a~ · · that ~DCO .. 
. ko t6 ~- ~ important ~ any qpl~ ~· directly to .. tllf prealdnt or Jle- . eteerJy could prod11ce .. .u. =:·• 
··~t we hive, and my . relatio~~ g()~tlng . directly '· ~th MeJdOo•s·. saa- Saudi~ the. •kfs . :'· · ~~ 
'iiripa Pretident Lopez ··.wlo 1W . tto¥1 on COiqpAI:IY• > · ·. . · . pqtter, does today. .. f' ~· '·.::~':-i,.~~ 
liMa !ery good.•• : . . . Apd w1tll1D ·the _lftate Department; lt pes o~ 1ID s&y -~t: the" a .; • . 

WaShington observers are lon.i ~ . th.-e bal·b*ell eo~ competition be- • .,ar lpuea. ~- .p•d to be · 
eustomed to Carter's effusive -~ twetiD Latla. Amerli:an polleymUera ~: ~ tr~ llilt!"atiOD, Ulof 
will and ·pt'aise-abodt allY ~untr1 . CU' · who faMr aD · open,hancled app!'Hch r~~~ 8f ~jOj co~ttea 
head of state. What is different ~. ~ Molco, • State's ,nergy .;;;;; iijiiOiil-ildei;f ~ l>'*-

. Mexico, however, fa .tbht aeDlor adml'n- experts wbO favored, a hard-nosed pos- mile ,U.S.- ~ . . : .· .. ::;::r 
~ ofticials say m .. : private : that ture imtn re4!8ntly ~ _.._, neg~ · · ·AllloU, ~~·.o -· . ·t(, _ fmpr~v.-. 

.¥~:!~~~: ... ~~~~~.;~ · ~~~~,'~~~ - · 
Ties With Oil-Rich Mexico ·. · 

- - -- -- .· {·· •. ··r :· , . . .... I . . :. . , . -:~• ~ . . ·:t· :; .· ... . 

oth~ with luspiclon .and e ..... ~.~~~~., -~ ... u.~~ty:.-... ~''4". ···e·' ·tbe .... ~diaereue 
· 'l'h~ include Mexicm ·~at-4 .. ·~ .·tJil '\ ~ ;t'lltJh ia{e~er. t...L~ '· ~e.... . . . .. . .. Ja~ut.~-4 per-
United~ St.ates will exi)ldi~· ·fts · r~· . , ~ W•fto_:8rglle prlvltelt;,~ . w-• . f, • t. If .tJifi Urif . bttyf· Mexi-
sourees, especially oJI and gas, and If the United States; ado~tl a po• can gas, Schl..anger argues, g~ from 
U.S. fearS' that IDepl Mexican 1m- tlll'e .treating Mutco · as "a opartaer" the propoeed··( Aia•kan . gas ptpeli~P 

. Ddlr'ati(Jil will swell domeftlc, Ia~ ~. advantages equally. the PRM thro.... Canada ·woUld. )Mtcom~ · less =• • . the eeor.,om,·· ~ ·: a~eiU tllat • North :American com- · --~~ve and ~~d threaten com-
• ·· toward a slowdGW!li · · JQunif:l., lnclu""'a .Callafla, could even- .. plett.$ ot the ~- . . . 

Tbe PRM says that .. inflUelce, Ie- tjWly ,. 4J!olv~. 1'tlts a1IK» woUld bnply p~e •t of .. ~tclf{ ,offer~ out-
verage, ao~- bargaining : pgtenU.l.:..:... . m~eased ~mean e:qetgy ~qettoa, . · side of the PBM, pr~Jet!\1 that the oost 

·'-l()nee oventbalibtngly bi . fa~r of the , without any _ to~ of .M ... co ~ nattppal . of Mutean g• . wowct ~ about $4.2,9 
. ~ s(al~e shifting ~mewbat soveret,cDty,~ . . .J . , : . · per thousand euf;lk. ·fetft·~ 198f5, whUe 

·ta\Mexleo's dltectlon." , .· . . I . • • . The rationale fqr:i a enefttlly . A1uQa ·188 ~ ~ fi'om $1JJO to 
~-. '·' , . .... · ·· .ttitcbed Mesleo poUcy,.~ clrilt PBM • mOre. Lut Y-; ~however, Schlain-

. ~ f« the goal of U.$.-Me~ rela· ·~ay1, u. that . "wbile the_.. liUW. d4D- gtll' _,ved to .• t!Je gas deal because 
.. ~ ~ dNft PRM ~.1 ~ UBttecl jer qtat-uDleu we attempt to seal the K.U~ .pttee-~ .. would . :;r~~~d :-~~ f~~ 8 ~~~' ~ ~e . 'b()rder-Mexico . Will become ha~ been ~·eel ~. on produ~t ,.. . . ~ • ·. :-o~ta v.e ex~. < ,Overt!!f. h~e, the c._ulati'- ~pact -~ . :was ~ . .. ' ·,r~t the 

._.,-:. ~ ~·- growing .~ ·! ~'ftl', . Of ··11JW-.aed feaslonlcould emJ the · ~-8~D w6u14 :~ the~~ -
··· . 'fi¥,:, tba~ is at tbe ll$'t.' of the eoadllQI)I· . ~at bavJI eua.... tile i tie bfdustrt. · , . ; . . · 
·.· , · .~ lt.e~p~on. The fJ.rst ~~_of pntted .~ w ....,UDt. ._..,.11 . · : c.rtfr hu Wd that -.. waDts to . try 

··:A-·,.. ~· ~ary vilit· ~o ~ . .W ~-·· ~favor: ~1.me of'~~ · -,~ re~Glve the!-~" ----· ~ough 
~·~· . . . ~ .,u~UT8111Dg lOole eDds of. the ,orld COIIlllluDl~. ·' ; .~e ~~ }»RII . . ~ that one op-
: . . a na~ . •• ~. a{).,l'Oved ~ The · ~~\14 ~gilel -~ .. pat; .fer .~ . i&ll ~d ~ to orao aea<»tiatl9ns 

.· .. Mtlx:tean . ~-efti. ;, ~~ PortUJo, pletlQt ,. pte nat~al • .. ne.,tiatlo~ ,·with ~co on l&a. . 
. ·.!J~~~· Jdlled l¥t'~1epr lay ·~Enav. · abQ~~~t.alt year, . .qtng that "thii · AI fortbe loDJ.term, the draft PRM 

_: ;~1 Sehlesinpr . ..... ,, .? ... · bow~~- .-eaaondle . O&l4oP.POrtu- ·f'YI ~t · ·~· "'ch iS balier 
· ··. ~ . tbe United sta-., ali. • pos- Jaity~~~ iro:uacls, U!d would r:em- · ·~ts or qpUctt. ~es:.Uons in 
·. - e~aentitUY tteattilg ·. o as . force -. _. Mexiean ~ oil precluctlon ether ateas ·woul4 be very cUfficult ·to 
; - .~e~r8IDI pow~r." the .. , ·Pp!rl .1114. . .. · . ~~ . . · '. negotiate· and ·.1m ......... " So far. , · 

. ..~ q.s: tntet.eat in H~fJ! . t SC--~r. · hu ~~in ., .. t9 ex- howeveco, tbll. bu. been ·· path Mexi· 
, ,. . . :} .,· ~ ., :·~ .,.r~·Jk)oal pre~ J'd•• reaerva~· , ., • · --~ · eo .hu follow.ed ..,tth otbet .. uttcma. 
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Attachment G-5 

MEXICO: ECONOMIC SITUATION - OVERVIEW 

1. Three main problem areas emerge from the analysis of var1ous aspects 
of the Mexican economy. These are: i) lon -term vs short-term issues and 
policies, ii) k on EOVerty vs the pressure groups, and 111 policy 
vs oil policy. 

i. Long-term vs short-term problems and policies 

2. The present Administration has inherited from the 
Presidency a heavy burden of economic disequilibria. During the 
of the past Presidency (.~l~G~6~~~~~~~~~~~~~ 
deficit of the b~~~---o.f-~~a~~------~~g_~~------~---
ector 

for the Mexican economy. 
the Ministry of Finance, 
President LOpez Portillo 
disequilibria. Some of 
tw ears' stabilizat· 
that the next tvro years 
during w 1c t e overnment will co 
laying the foundations for sustained 

3. 

eriod 
vrhile 

____ e~l~, and a spec1a e ort is made to keep public sector expenditures 
growing at a slower pace than otherwise possible. This policy mix would 
lead to a lower GDP growth than the potential offers. 

4. There are at least four principal reasons why, in the present f-1exican 
situation, rapid design and implementation of long-term policies is necessary. 
These are: (a) imminent increase in petroleum and gas output and in related 

orts the latter i i from $1.8 billion in 1978 probabl to 
.6 billion in 1982; (b) broad recogn1t1on that ~ Mexico is acute 

w $p~· c erious la s in development --and in productivity-- of the 
two principal sectors, agriculture and manu acturing; (d) inadequacy and 
continuing eterioration of the spatial enx· cnmen • 

5. The necessity to use the oil income efficiently is, by itself, a 
sufficient reason for designing a strategy of social and economic development 
partly financed from this new resource. The general Mexican framework is 
substantially different from other oil-exporting countries and this promises 

1/ For a detailed discussion of these issues, please see attachments 
Tabs 6, 7 and 8. 
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that a better use could be made of oil income. Mexico possesses a better 
infrastructure than other oil-exporting countries. It will need, however, 
to be expanded in response to future requirements. Mexico has proportionately 
more of skilled labor and management as well as a strong and generally 
efficient public administration. Import substitution is highly advanced, · 
with imports equal to only 11 percent of the GNP. Its non- · · exports?A ~ 
are of ood ali r el diversified and ha e an excellent growth ~~~ 
potential. 

6. Ideas of creating institutional framework for organized and efficient 
p 

use of oil income are now being discussed. Such framework could be an Investment 
Fund ar o that of Venezuela) or, simply, an earmarki~g of funds through 
setting up of a separate oil account. A long-term strategy is slowly shaping 
up by bits and pieces. A long-term perspective of what Mexico should beco~e ) J/~ 

~ the eighties and nineties 1s,__ however, st1ll lackin . /_.A;;;!_,~ 

7. The explanation why this is so consists of three complementary ~ f'l;., '
answers. The rirst is that the short-term issues still absorb the interest r-~~ 
and time of Mexican officials, who believe that the long-term strategy could ~~~ 
be implemented only when the short-term issues are solved. y-~ '~ 

8. Secondly, e ad an overall development Neither 
there exists an agency which could prepare such plan or perform a function of 
an economic super-ministry. The most important economic ministry has always 
been --and continues to be-- the Ministry of Finance, which by definition 
deals mainly with short-term problems. The newly created Ministry of 
Pro ramming and Bud e · · annin function in mind but 
it is still attempting to itself within the rat1on • .... 
9. Thirdly, Mexican officials have always used for the country's 
development a simple conce~tual model, with many parameters and only few 
variables. The massive injection of resources that the rapid development of 
the oil sector should bring, would imply considerable structural shifts, which 
the Mexican officials might have some difficulty to visualize. For this 
reason, the dialogue with the Bank was appreciated by the Mexicans as we 
were able --or at least tried-- to depict some variances from the past line 
of development and have tested out the alternatives. 

11. In the poverty related group of policies, the population policies 
are now being tackled with increased efficiency. Some other policies are, ~ 
however, less "Tell a vanced. Among them are: adequate mana ement of rain fed 
a c t e, which provides livelihood to a large part of the rural poor; 
syp ort to mal - ale enterprises in rural areas and in smaller cities; 
preparation of t rogram o voca 1onal training. Another area which is /~ 
only partly mapped is a better supp y of bas1c human needs, in a form of ~ 
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better access to water electric it and 
here was the participation of top Mexicans in the semi.nar 'tfb' 

organized at their request by the Bank in March 1978~ during which we shared ' 
with them our project experience in these fields. They reiterated their 
interest in continuing discussions with the Bank staff on both the general 
strategy issues and on project design. 

12. In order to create modern agriculture and industry~ still insufficient 
thought is given to the long-time horizon. The Mexicans are aware of the fact 
--and we shared with them our preoccupations and experiences-- that a rapi~ 
economic boom~ especially when sparked up by petroleum production and exports~ 
can lead to strong attraction of the rural population to the urban centers in 
search of jobs which do not necessarily materi ali ze. ;r erience 
of other oil countries. While some rural exodus cannot be prevented, 
a wider dissemination of m thods to i ove roductivit of small farmers~ 
strengthening of credit and a lomeration of djs ersed small villages 1nto 
larger this exodus becowing a massive one. 

As far as industrv is concerned, Mexican officials are aware that 
asted for too ~ and that therefore manufacturin ind t~ is 

not as com etitive in the world market as the stage of development of the 
country and its availability of capable engineers and skilled labor would 
warrant. In particular it has been recognized tha.t the ca _ital oods 

13. 

in ustries have been laggin in Mexico compared to what would have been 
justified by the country's level of development. Some attempts to remedy 
this situation are being made now. The hitherto re "cted. imports of 
manufact w liberalized. An industrial plan is 

of elaboration. However the broad industrial strategy 

14. ii. Poverty solutions vs pressure groups 

Mexican administration shows concern for poverty. However~ 

its members are constantly aware of the existence of ressure groups in the 
country. These groups would~ no doubt~ be tempted to reempt 1n 1rectly~ 

.through policies favorable to them~ a part of the new oil resources. They 
may also claim such resources directly~ in form o projects of wliich they 
could become beneficiaries. Some of the most important pressure groups are 
those formed by bi business interests and by the or anized labor. 

15. In the latter years of the preceding .Presidency maladroit policies 
have benefitted --albeit temporarily-- some of these groups~ and this brought 
a setback to solutions to poverty. Thus~ for i~ance, when businessmen (and 
public enterprises) · orted capital goods at anl0vervalued peso exchange 
rate, this largely fav~d - introduction of cap1tal-intensive production processes 
and, as a result~ redu e the number of new job openings. A strong push ~ 
tl r · labor fo a e increases, exceedin roductivit increases~ 
further reduced the comparative advan age o labor intensive exports, especially 
those of manufactures. The new Government changed these two policies, but 
the conditions for their return have not been completely uprooted. 
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17. Thus, some policies or programs destined to help the poor could 
actually act against their interests. A full review of such policies, which ~ 
has never been carried out in Mexico, should lead to a package of policies, a~~ 
measures and specific projects or progr~~ to relieve poverty. Little 
progress has been made in this latter field, and the project pipeline of the . 

· · r es eciall for the overty tar et ed ' cts has not 
~et been b · to respond to the substantial ava1lability of resources in 
the future. It is in this area that the Bank can be useful and has offered 
cooperation {please see Annex 

iii. Trade policy vs oil policy 

18. The oil policy as such should become a part of the general 
Trade (or "External Sector") policy. Experience shows that wherever oil 
policy was considered as a policy per ~' it ended by dominating (and 
distorting) other policies and sectors. 

19. For a development policy centered on securing rapid and sustained 
growth, the key questions are: 

- How to maximize other, non-traditional ex~orts,, and ~ ~ 

- What should be the optimal foreign exchenge mix betwe~ 
r t reign exchan5e received from e orts and the fo 

20. We have been trying to provide some plausible answers to both 
these questions in our dialogue with the Mexican decision-makers; we believe 
that the answer to the first question hinges mainly on the behavior of the 

e resence of a substantial and increasing foreign 
~~-=~~--~~~t~h~e~e~x~c~h~a=n~~e~r=a~te, even when 1 1s floating freely t ds 
to remain c in nominal terms; this has been the experience of other 
oil exporting countries. As a res eciates in 
real terms, and in · e t~ e~ eaken considerably. As already noted, 
the ssive attitude vis-a-vis 

he exchan e rate. Appreciation of the Peso would ind1scr1m1nately a ect 
the domestic industry by making imports cheaper, would penalize non-petroleum 
exports and reduce growth and employment generation. .{1.5~ 

21. its econo to international trade; ~ 
the real challenge is to do so and without hurt1ng omest1c 
development. Among other reasons, opening of the economy would provide a 
powerful shock-absorber. The petroleum boom would inevitably lead to some 
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partial bottlenecks and to excess demand, which domestic 
(Y not be able to satisfY. This excess de ifest 

demand for consumer good~, especially by the middle clas 
includes the 
e uipment by 

and a slower 

22. As for the question of the proper mix between foreign income from 
oil export and foreign savings (foreign borrowing) the question is what to 
do beyond the horizon of 1982 since the amount of foreign exchange from oil 
exports which is forecasted for the next three or four years ·is already 
practically determined by the investment and production plans of PEMEX. In 
answering it, two factors will have to be taken into consideration. 

Firstly, the experience of other countries suggests that ~e~~~~ 
oi rts inevitably creates distorti~o~n~s~·~~L~~ 

this dependence would be still within reasonable proportions in Mexico, 
with the value of oil production in GDP remaining around 13-15 percent, 
compared to 30 percent for Venezuela, 40 percent in Algeria and 50 percent 
in Irar.. (estimate for ·the mid-seventies)'. In other oil countries the steeply 
increased supply of foreign exchange, was absorbed through imports often 
induced, or su er-imposed on the structure of the consumption and produc ion 
before the real needs for them arose. This often led to wasteful and 
unnecesaarY- i~orts. In Mexico, because of the existence of substantial 
domestic production base, such a solution could become even more painful, 
and ould ffect domestic reduction ne atively. This is why we think that 

tion should be treated as a "slack variable" 
d in r al 1.e. econom1cally ustifiable) 

needs of the economy. 

24. Secondly, a cost-benefit analysis of oil exports compared to foreign 
borrowing should be considered. In the recent past, oil prices have been 
lagging behind the world inflation. The picture for the near future is 
uncertain but one can assume that some parallelism between oil prices and the 
world inflation may have been now established. The current Bank forecasts 
are, however, that the oil prices might grow quicker than the world inflation 
starting from the mid-1980s. The interest rates on foreign loans to Mexico 
are at present negligible in real terms, at about one-to-two percentage points 
above the expected inflation rate. It is therefore worthwhile for Mexico to 
continue to borrow, at least until such moment when the incren!ental benefit 
the country could reap on oil prices (over the world inflation) exceeds the 
incremental cost of interest (over the world inflation rate) paid on foreign 
loans. 
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MEXICO: LONG-TERM ISSUES AND PROSPECTS 

Attacbnent G-6 
Rev. 1 

1. Economic prospects for Mexico are very good in most respects, and 
many of the Government's economic policies are moving in appropriate direc
tions. Nevertheless, additional strengthening of some programs as well as 
some further policy changes will be needed, if Mexico's potential for rapid 
and more widely shared growth is to be fully realized. 

2. In the past several decades the Mexican economy as .a whole has 
. grown rapidly, but this rowth has not been widely shared. A certain de
gree of inequality was inevita eve opmen never occurs everywhere 
or involves everyone at the same pace. Indeed, international comparisons 
show relatively high degrees of inequality in many (although not all) 
countries at Mexi stage of . development. ~ ut in Mexico the ,problem has 
been exacerbated b r id .population growth ade uate land reform and 
eglect of non-irri ate a riculture where over 20 percent of the labor . 

3. 

. , th oliciee at biaaed production against labor-intensive 

can achieve both growth in GDP as a whole and increased 
earned·by th~ poor, if policies are further improved. The 

next ten 
~~~~~~~~~~~~~~~~~~~~o~o~r, but better policies together 

the foreign exchange constraint on growth-brought about 
can set the · f rtant improvements in 

4. ·In his last address to Congress, on September 1, 1978, President 
Lopez Portillo announced that Mexico's present oil and s amounted 
to .20 billion barrels by July 31, 1979 and that o ential re-
serves e an 00 billion barrels, respectively.! 
Exp citation of these reserves would allow Mexico to increase crude oil and 
natural gas liquids production from 894 thousand bbl/day in 1976 to about 
2~800 bbl/day in 1982-and to ort the equivalent of about 1,600 thousand 
bl da of crude oil in 1982 roximately US$9. 0 billion on the 

on , not counting poss ne exports. 
see Attachment G-8). 

5. The challenge ahead is how to use these vast riches to help resolve 
Mexico's long-term development problems. Particularly important are the 
following: 

(a) Population and Poverty. Income distribution in Mexico is 
and the real incomes of the large numtier of 

poor Mexicans have not lncreased--t eymay even ave 

!/ proven and probable reserves 
~~~~~~~.u_.u-au~~~~~~~~~~~!!~, respectively. 
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(b) 

pro-

(c) Regional Imbalances. The heayy concentration of people; 
production, and public services in the Me it area--
which has currently a population of about 12 million and 
is growtna at over 5 percen£ each year--and the scarcity 
of productive employment and service!Jfor rural Mexicans, 
are challenges to urban management, economic· development, 
and social justice. They imply diversion of some of Mexico. 
City's future growth to other regions, as well as the 
gradual concentration of scattered rural populations into 
small towns so that basic public services could be provided 
more economically and productive activities would have a 
better chance of developing. 

Population and Poverty 
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to increase the productivity and incomes of low-productivity workers and 
entrep~eneurs; ~nd (d) for the longer-run, a population program to reduce 
Mexico's demographic growth. 1/ · Programs to iaplement the latter two 
elements of the strategy are in place and working. The two former elements, 
however, still require decisions to change policy. 

Growth of Output 

7. Our analysis indicates that out ut could row at about 8-9 
per year in Mexico during the remainder of the current sexenio and thereafter, 
opening thereby a unique opportunity to effectively attack the unemployment 
and poverty problems. This high rate of economic expansion is predicated on 
the assumptions that Mexico does not face a financial constraint on growth 
and that it would be able to open efficiently its economy to international 
trade so as to allow excess domestic demand to be satisfied through additional 
imports. 

8. The assumption that Mexico does not face a financial constraint on 
growth and that it can pursue a high growth strategy over the mediu~term, 
financing its foreign exchange needs through a mixture of additional borrpw
ing and increased production and exports of petroleum and related products-
in spite of its already high indebtedness and debt burden--is based on our 
extimates that Mexico has enough hydrocarbon resources to sustain such a 
strategy if it exploits them efficiently. 

9. In fact, we have estimated that Mexico would need to produce about 
55 billion barrels of crude oil equivalent betWeen now and year 2000 in order 
to satisfy domestic demand for oil and related products and finance entirely 
the foreign exchange needs associated ·to a hypothetic· growth rate of 7 per
cent per year during this period. Since proven and probable reserves amounted 
to 57 billion barrels as of July 31, 1978, and there are enough indications 
that they will continue expanding at a high rate, this seems to be a feasible 

· - --scenarl.o. :rr _, (Taiiie. -i). ··- -----·-:- - ---· -- - --- -------- · - · 

10. We think that Mexico is, therefore, in a uni ue osition 
its econo at a rather quick pace without -seriously affecting omest c re
duction. First, the a6sence of a binding foreign exchange constraint on 
growth and the existence of a roughly adequate exchange rate makes it unneces
sary to artificially control the total volume of imports. Second, the somewhat 

ate level of it ro e nov being utilized &l~~~~~WLnn~~~ 
1 re lace direct i ort controls by i ort duties without necessarily 

affecting the level and structure of protection, at east temporarily. The 
Mexican authorities are already movtn 1 rection but at a slower than 
necessa ace. 

11 For details on population and labor force growth, please see the attached 
economic report on Mexico: IBll"l, "Special Study on the Mexican Economy: 
Major Policy Issues and Prospects, 1977-82", paras. 56-65, pages 26-31. 

1/ On December 31, 1978, PEMEX announced th ·proven and probable reserves have 
heen raise~ to 40.1 ~nd 44.6 billion barrels, ·respectively. 
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11. It should be stressed that the challenge is to open the econo~ 
efficient! without wasting resources and keeping in mind the need to pursue 
a balanced and employment-oriented gr h strategy. In fact, the most impor
tant criterion the authorities should keep in mind in designing their economic 
policies is to use the petroleum resources to foster the development of the 
rest of the econom,, including both efficient import substituting and export 
sectors. This is not only because of. the ne_ed to avoid a painful adjustment 
process when the petroleum is finally exhausted or displaced by alternative . 
energy sources in the future, but also because .of Mexico's pressing need to 
exi>and product! ve employment at the highest possible pace. The maintenance / 
of an ap exchan e rate becomes crucial in this respect; in fact, i( ~ 

olic shoul e designed to increase _GD th b making 
and i o ea_morEl profitable. An appropriate ex:... "("~-----

change rate is also crucial for avoiding major structural problems in domestic 
1Da!~«:_~s _ wh~l~ -~~~~~~--~~e _e.~o~~~ to inte~t~~~~ _tr~de. 

12. Since Mexico does not face a financial constraint on growth and 
assuming that the economy can be opened efficiently to international trade~ 

owth will basically depend u on the rate of ·rowth and pro-
~~~~~~--~x=e~d~i~n~v~e=s~t~me~n~t. ur estimate that GDP could g~ow at out · 
--~~~r~c~en.-t per _year in Mexico during the remainder of the sexenio is 

ased u on the ass tiona that fixed investment could row at almost 15· 
rcent in real terms per year u -82 an4 that the productivity of 

investment--as measured by the incremental capital-output ratio (ICOR)-
will be similar to its "normal" past level (Table 2). 

13. We have estimated that lie sector investment~ could 14.5 
percent per year in real terms over the sexen o, ut about nt between 

reflecting a strong recovery of public . investments after the marke 
slow-down of 1976-66 brought about ·:.by the need of the stabilization effort. 
These investment projections reflect our perceptions of what the investment 
program should be in the light of the Govenuaent 1 s broad economic and social 
objectives and in the absence of major financial and physical or institutional 
constraints. (Table 3) 1/ 

14. In order to attain the overall investment growth projected above, 
private sector investment would . have to grow at an annual real rate of about 
11 percent during 1979-1982, which will increase its ratio to GDY from 11.9 
percent in 1979 to 12.6 percent in 1982. Although this rate of expansion is 

1/ investment program for the remainder of the sexenio is still 
not ava e ecreta f Programming and Budgeting completed ;-pre-
liminary version of the si~year investment program by the end of 1977 but 
the changes in the Economic Cabinet Otlnisters of Programming and Budgeting 
and Finance and Public Credit) that took place at that time and the increas
ing awareness about the additional resources the public sector will obtain 
from the exploitation of Mexico's vaat hydrocarbon resources have led to an 

·in-depth revision of these proposals, which is still underway • 
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higher than the extrapolation of past experience would have indicated, it 
looks conservative in the light of projected public sector investments and 
the experience of other "booming" countries, particularly if we keep in mind 
the assumption of no financial constraint. 

15. efficiently in the face of rapidly ~ 
expanding creasing inflation, ciation 
of the Peso in real terms and or slower wt e lo eat 
generation. In fact, if the economy cannot be opened efficiently at the 
speed and extent here predicated the second best alternative would be to 
maintain maximum investment rates by increasing public sector savings in 
order to substitute for the lower level of external savings. Slowing invest
ment, GDP growth and employment generation would be the third best approach. 
The alternative of forcing the economy to absorb additional foreign savin~ 
by letting the Peso a reciate in real terms, would imply substantially · 
hi her costs n erma of growt , waa e ces, further distortions in ,.,.. 
relative pr ces and uai: sm. 

~~~~~~-------------------~· 
16. The rapid increase of domestic demand ~plicit in the high growth 
scenario summarized above would lead to an even faster increase of fmports, 
the level of imports depending upon the domestic •avings effort, net of 
petroleum exports related savings. Therefore, it is likely that roughly 
the same levels of inveetaent and growth could be achieved with somewhat · 
lower levels of imports, and hence of external d'bt, if non petroleum exports /7 · 
related public sector savings were increased ab~ the presently projected I 
level. As we will discuss below, P. blic aavinga performance can and should 
be subatantiall roved. 

I 
,18. The administrative reform of January. 1977; the new laws and organi-
zations aimed at better control of public sector investment, current spending 
and foreign borrowing, and other actions; and the proposed decentralization of 
certain powers to state governments should help Mexico to make better use of 
public funds. Other problems, however, remain. The points where 
i~rovements are needed are tax reform th o increase coues and to make 
the system more equ table), and etter fiscal disci line for public sector 
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enterprises (especially pricing policies desigped to cover costs and, pro
gressively, to earn adequate returns on investments). 

19. Gross Federa x revenues have been growing rapidly in Mexico, 
increasing from about 8.7 percent o in 1960 to an exttmated 12.2 per-
ent in 1976. This radio is however still very low in coaparison to 

other Latin American countries or to ot er coun of the developing world 
as a whole. countries that are roughly similar to Mexico in per capita 

urbanization concentration of industry bav tax ratios of 18-20 
---- . GDP, and s a feasible tar et for Mexico. 1/ 

20. Mexico's low tax ratio disguises the fact that the effective tax 
rates on some sectors and sources of income are very high indeed. Personal 
income tax rates rise in effect to 57 percent, while the ·sales tax embodies 
rates as high as 30 percent· on sumptuary and luxury items. The eas for 
t low o's tax s stem lie in the narrow base on which the 

ronistic tax re that no longer 1 

treat11e11t, and e es of avoidance 

22. It is by no means clear if these subsidies are serving the purposes 
for which they were instituted. We support the Government's decision to re-
view co henaive ' ive schemes·, in order to reshape them 
in the light of the priorities enunciated by the new AdmiDiatration. A 

.Particularly urgent need is to r incentives · · 
ment pportunit~ and raise the of the poor. 

1/ Important changes to the tax code are now bein discussed in Congress and 
are expec e o e approved. They include the introduction of the value 
added tax startin Janua!I 1, 1980, and a broadening of the tax base. 
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Finally, 

Poverty and Employment 

24. 

higher 

(a) 

~) 

(c) 

earn 

Generalize promotion of both i ort substitutes and exports.~ 
~intenance of peso-dollar parity t at makes imports o~ 
mildly expensive and exports look profitable to Mexican pro-
ducers, combined with · incent ro-
mote both ort substitutes in manufacturing, 
will increaSe growth and make it .more labor intensive. . ~ 

.w~~~~as many as possible investment incentive 
~~~~~~~dW~~~u.~~t~cJhea e ~ Where private sector 
activity should be stimulated, do it through incentives 
that stimulate use of more labor. 

hift the financin , insofar as possible, of taxes and other _ ~ 
~hJ•¥~•As that are ro rtional to wage bills (e.g., the 5 ~ . 
percent INFOHAVIT contribution, rity, the educa-
tion tax on wages) ~ s income or 
alue-added t 

25. Co~ued_progress on rural development and abor intensive enter-
_prises, .and o~aaily plagp1n~s as well as the changes in policy suggested 
above, uld -.eliorate Mexico' ert problem to some extent, and do so 
at little or no ~oat in growth or in inco~s o the better-off. Further 
ction in terms of. better and more e on of public services 

rove t e living conditions of the oor; here t e improvements 
to be paid or y tax revenues that must ultimately ca.e from the 
the non-poor. The aission supports the MeXican Government's 



... 

- 8 

objective of 

Agriculture 

26. Mexico's a ricultural develo changing in 
directions. These changes awareness 

of two rent robleas. Firat, t growth in 
the last decade or so shows that major pro u e sea can no onger be 
expected from ·a program consisting mostly of large-scale irrigation schemes 
for coanercial farming in previously unused areas. The coats of additional 
water are too high in most areas, and markets for high-value crops are not 
expanding rapidly enough. Second, the old policy, vhile successful for a 
time 1n increasing production, · was of l:tllite use 1n increasing incomes of 
t e .mass of Mexico' a rural poor. Allocating more reaou co s 
new rural deve opment and raiD ed agricultural programs is the main way to 
increase out u an uc · t o 
agr c tural sector. The steps already 
program expansion and i~~prove~~ent. 

Regional Imbalances 

21. W thin the last three ears Mexico has moved towards establishing 
a stron er coherent and e licit s ati cy. e aw of Human Settle- . 
menta, ado ted in June 1976, provides the legal authority or p ann ng an 
implementing programs to achieve spatial goals~ The stated objectives of the 
law include improved rural-urban integration, more balanced growth as among 
cities and regions, promotion of growth in medi~sized cities as alternatives 

· to the largest cities, greater citizen participation in solving urban pro
blems, land use control, better provision of urban services, and improvement 
of the housing location-job location commuting situation within· cities. 

28. The existence of~~a=n~a~t~~~~~~~~~~~~ 
lity of the Secretariat of Programming and Budget o assure that the 
national government's spending is consistent with that plan, gives the central . 
government the means to implement a strong urban-regional policy. Planning 
and land use regulation by state or local governments (with conurbation commis-

. siona supervising planning in multi-state urban areas) are potentially powerful 
compleuaents to the federal role. it is still too early to say just how these 
powers will be used, but• the potential for coordinated action exists. 

External Assistance and Balance of Paymettts Policies 
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5 and 3 percent of GDY. (Table 6). 

31. The rather quick opening of the economy implicit in these pro-
jections is reflected in the increase of the trade ratio (ratio of imports 
plus exports ·of GDY) from 20.2 percent of GDY in 1978 to 26.5 of GDY in 1982. 
Much of this increase is accounted for by the tncrease .in exports--the export 
ratio goes up from 9.8 percent of GDY to 12.8 percent during the same period-
but the import ratio increases also auoatantially, from 10.4 percent of GDY 
in 1978 to 13.7 percent in 1982. 

32. Although moat of the increase of merchandia·e ezports is explained 
by petroleum exports--whiCh are projected to grow from $1.8 billion in 1978 
to $8.9 billion in 1982--.manufactured exports (including assembly industry 
and petrochemicals) are also aasu.d to increase rapidly at about 12 percent 
per year in real ter1118 during 1979-82. 'l'he rapid · growth of manufactured ex
ports during the remainder of the aexenio, in spite of low growth expecta
tions in the USA and other OECD countries, is predicated upon assumptions 
(b) and (c) above and a rapid expansion of petrochemical exports. Projected 
growth of non-factor service exports, particularly tourism, would also depend 
heavily upon the materialization of the exchange rate assu.ptions. 

33. The additional foreign borrowing necessary ·to finance the projected 
balance of payments current account deficit would increase medium- and long
term public sector debt from US$19.4 billion in 1977 to about US$36 billion 
in 1982. The debt service ratio would however drop from' .0.47 in 1977 to 0.38 
in 1982, still a somewhat high but manageable level given Mexico's vast oil 
resources. (Table 7) 

Mexico Division 
Programs Dept.· (LAC!) 
January 3, 1979 · 



TABLE . 1: MEXICO: PRODUCTION, CONSUMPTION AND EXPORTS OF HYDROCARBON 

PRODUCTS, 1982-2000 !/ 

1982 1990 . 2000 
I ' 

!~ !.W ! b/ 

Production (eillion bbl/day) 10.81 3.49 5.93 6.82 
Consumption (million.· bbl/day) 1.84 3.33 3.33 7.00 
Exports (million bbl/day) 1·.65 2.60 3.49 3.81 
Accumulated Production (billion bbl) 4.00 17.93 10.62 48.66 
Proven and Probable Reserves (as of 
June 78, billion bbl) sl 57.0 57.0 . 57.0 57.0 

Ratio of Accumulated Production to 
Pro~en and Probable Reserve ~s of 
June 78 (%) 7.0 35.1 36.2 85.4 

Ratio of Non-Hydrocarbon Exports 
to Total Exports (%) 51.9 57.6 50.3 64.2 

Ratio of External Debt to GOP 22.8 18.2 5.1 17.4 
Ratio of Interest Payments on 

External Debt to Exports 11.5 10.8 2.6 9.6 

Memorandum Items 

Critical Reserves (billion bbl)d/ 27.7 43.3 49.8 18.9 
GDP (US$ million; 1982 prices) - 171.5 294.6 294.6 579.6 
Total Exports (US$ million; 1982 
prices) 21.9 39.5 45.3 83.9 

External Debt (US$ million; 1982 
prices) 39.1 53.6 14.9 100.9 

Crude Oil Prices (1982 prices) 15.7 17.68 17.68 21.55 

!_~/ 
.I 

11.86 
7.00 
4.86 

54.82 

57.0 

96.2 

58.5 
. -2.4 

-1.2 

86.6 
579.6 

92.1 

-13.6 
21.55 

~I In order to simplify this exercise we projected total production, consumption and demand of hydro
carbon resources without attempting to break theildOWD by major components, assuming that PEMEX would 
opt for a production mixture that optimizes the use of these resources• PEMEX may face a major 
problem in this respect if combined crude oil/gas production has to grov faster than domestic demand 
for fuel and the excess . gas· cannot be exported. .1 

b/ Alternative A assumes that Mexico would run a maximua balance of payments current account deficit of 
- 3: percent of GDP throughout the projection period. In alternative B the current account: is assumed 

to be balanced. For the other assumptions behind these projections see the text. 
( . -···. ·- -· . . - -·- . - ·-- .. --· . . -. . . 

~I Include natural gas. On December 31, 1978, PEME~ announced that proven and probable 
r~serves have been raised to 40.1 and 44.6 billion barrels, respectively. 

d£ Defined as the amount of proven and probable reserves necessary to sustain a given 
level of production over a minimum period of time, usually estimated so as to allow 
a , production/reserve ratio o& about Is·-20 .. years~----

I 



TABLE 2: MEXICO - GDP and Investment Requirements 1 1965-1982. 

(1972 Mex$ billion) 

Annual Rates of Growth 
!211. ill§. !212. ~ 1:2§!. ~ i266-10 1211-16 1277-82 

GDP 620.9 658.3 714.1 781.5 852.1 925.3 6.8 ~ 1.0 

(i) Agriculture 56.0 57.6 59.4 61.1 63.0 6 ... 8 2.6 . . 0.8· 3.0 

(ii) Industry and Mining 226.3 249.9 281.8 319.1 360.5 405.2 1.3 5.8 10.9 

- Petro1eUil (25.0) (30.0) (37.5) (46.1) (55. !a) (61a.2) (9.5) (8.0) 20.4 

(iii) Rest 338.6 350.8 313.5 401.3 428.6 455.2 6.6 5.1 4.8 

Fixed Investment~ 114.7 121.8 156.3 181.9 202.5 ~ 2.:l 2.:§_ 10.1 

(i) Public . Sector 47.3 55.4 12.1 81.3 100.4 112.4 13.5 7.8 14.5 

- PEMEX (11.2) . (20.4) (28.3) (22.3) (16.1) (16.6) (5. 8) (10. 8) (8.2) 

(ii) Private Sector 67 •. 4 12.4 83.6 94.6 102.1 109.3 . 7.4 4.2 6.1 

Annual Averyea 

1266-10 1271-16 

!QQ! 3.o6 2.27 2.34 2.58 2.11 2.71 5.53 

(i) .Bon-petroleum economr - 3.22 2.20 2.20 2.60 2.90 2.61 5.87 

· !I These figures are deflated by the corresponding implicit price indexes, and therefore are not 
necessarily equal to the investment figures shown in other text tables where the GDY deflator 
is used. · 

1218-82 

2.6o 

2.62 

1212-82 
8.9 

G 
J 

12.8 

.20.9 . 

6.1 

14.8 

. (-5.0) 

10.& 

~ 

~ 

2.48 
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Table 3: MEXICO: PUBLIC SECTOR INVESTMENTS, 1977-82 

(1972 Mex$ billion)a/ 

1971-76 1977-82 
_j_ I _$ _ % 

----~-

Industry 99.1 39.0 223.1 46.9 
PEMEX (44.5) (17.5) (114.8) (24.1) 
Rest (54.6) (21. 5') (108.3) (22.8) 

Welfare and Social Infra-
Structure 50.1 19.7 84.1 17.7 

Transport .and Communi-
56.3 cations 22.1 81.5 17.1 

Agriculture an.d Rural 
40!'3 Development 15.9 75.0 15.8 

Other 8.3 3.3 11.9 2.5 

Total 254.1 100.0 475.6 100.0 

Metnorandum Item 

Housing (INFONAVIT) 12.3 20.1 

a/ Deflated· by the investment deflator 

. Rate of Change 
OVer the Period 

% 

125.1 
(156.0) 

(98.4) 

68.0 

44.8 

86.1 

43.4 

87.2 

33.1 



'!'able 4: MEXICO - Fixed Investments and Its FinMcin~, 1971 -1~2 !/ 
( 1972 Me:x.$ billion) 

Aver!Ee (% of GDY} 

!211 !21!!. 1979 ~ ~ ~ 1265-70 1971-16 1277-82 

~ 126.1 139.9 171.7 200.5 223.8 2145.9 19.0 21.0 ~ = -- -- -- 223.8 245.9 --
Fixed Investments ~ 139.9 171.7 200.5 . 19.0 21.0 23.7 

(a) Public Sector £1 52.1 6o.6 ,. 79.9 96.2 111.0 124.7 6.5 8.2 11.2 
(b) Private Sector 74.0 79.3 91.8 lol..3 112.8 121.2 12.5 12.8 12.5 

BOORCES 126.i 132·2. ~ 200.5 223.8 2115.9 12.0 21.0 ~ --
lational Savin~s~ M 108.3 139.0 169.2 194.3 213.2 16.3" 15.7 !.2:.2. 
(a) Public Sec to . o. 24.'b -w.T -w.r 01'"3 -n:a .3.3 2.6· 5.6 
(b) Private Sector 68.1 83.& 102.9 121.1 132.8 143.4 13.0 13.1 13.9 

- Real Cash Balances (-3.6) (5.6) (7.5) (7 .4) (8.7) _ (8.8) (0.9) (1.6) Co. 7) 
- Other (71.'{) (78.2) (95.4) (113.7) (124.1) (134.6) ( 12.1) (11. 5) (13.2) 

INFLATION TAX ~0.3 ~ ..l!h.1 _L..i -.2:£ ~ ...2:..3. ...l.ti .2.:.1 
External Savinss 17.3 20.1 . 22.0 23.5 .lid 27.0 2.4 ..1.:.2. 2.9 

MEMORANDUM ITD1S 

GDY ~ 622.8 665.4 728.9 803.5 883.1 962.6 
Disposable Income - 495.4 538.3 582.Q 636.9 693.4 750.0 
Private Sector Marginal 0.15 0.39 0.34 0.18 0.18 
Savings Ratio(out of Non-
monetary Savings) 

All the figures in this table were deflated b7 the GDY implicit deflator so as to make them comparable. 

Public sector i nvestments include the investment expenditures of the budgetary and non-budget&rf controlled 
public sector while savings do not include the savings of the non-budgetary controlled public sector. 

Defined as Gross National Incoae minus taxes and savings of public sector enterprises plus public sector 
transfers to the private sector, including social securit7 cash contributions, direct subsidies and other. 
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Table ~: MEXICO - PUBLIC SECTOR SAVINGS 

(1972 Hex$ billion) !I 

!211 !m. 

Current Revenues ~ 144.2 

(a) Taxes 't!_/ 83.2 91.0 
- PEXEX (7.3) 9.1 
- other (75.9) 81.9 

(b) Ron-tax 21t.6 24.8 
( c} Value Added of 

Budgetary Controlled 
Public Enterprises 24.1 28.4 
- PmEx (17.7) (23.2~ 
- other (6.4} (5.2 

Current ~enditures 111.9 !!!:1 
(a} Wages and Purchases 

ot Goods and Services S5.'3 58.7 

(b) Curr_ent ~ansfers 25.8 26.8 
- Other (9.9} (9.8) 

-. __ State Participations (15.9) . (17 .0) 
(c) Interest P~ents 17.8 17.9 
(d) Other 13.0 16.1 

Savinss 20.2 24.7 == 

!I Detlated by the GDY implicit deflator 

~ let or subsidies to the priyate sector 

.. !21.2 1980 ~ ~ 

!1.!:.1 ill..:! ill.:! ~ 
104.3 117.7 135.3 150.9 
13.1 16.2 22.7 26.7 
91.2 101.5 112.6 124.2 

27.2 30.1 33.0 35.8 

39.8 52.1 66.9 77.9 
(34.0) (45.3) (59.1) (69.2) 
(5.8) (6.8) ( 7 .8) (8.7) 

ill.d ~ i73.7 194.9 

65.7 73.5 . 82.2 ·91.9 

30.1 33.7 37.7 42.3 -. 
(11.0) (12.3) (13.7) (15.4) 
(19.1) (21.4) . . (24.QJ. (2_7 .0) . 
18.5 19.4 20.6 22.0 
21.0 25.3 33.2 38. 7· 

36.0 48.0 61.5 69.7 

I Q( ~DY 'current Erices) 

1211-76 :!21§.. 1217-82 1982 

17.1 20.3 24.6 27.5. --
10.8 13.0 14.6 15.7 
(0.6) (0.6) ( 2.0) (2.8Y 

(10.2) (12.4) (12.6) (12 .9)" 

3.2 3.8 3.8 3.7 

3.1 3.5 6.2 8.1 

(2.1) (2.5) (5. 3) (7 .2) 
(1.0) (1.0) (0.9) (0.9) 

14.5 !L1 19.0 20.2 

8.3 9.6 9.2 9.5 

-~·J . . 4.4 4.2 4.1t 
(2.3) (2.8) -(i. 5) ( 1,6) 
(1.0) (1.~) (_2.7) . . ( ~.8) 
1.9 
1.0 

2.6 
-



!!!!:tit MEXICO: Su_.ry Balaoce of Pay~~ents Proyectiona, 1978-82 

Hl&h Growth Scenario 
(US$ aillion) 

1917 1978 1979 1980 1981 1982 . 

Exports 71454.2 9,068.2 111711.6 141689.7 18.412.0 21.911.8 

Mercbandiae 4,278.2 5,295.5 7~388.6 9~800.8 12,849.6 15,611.2 

Non-Factor Service• 3,175.9 3,172.7 4,323.0 4,888.9 5,562.5 6,300.6 

l!Porta 71582.8 91615:5 12 1 599.5 151816.6 191636.7 231471.2 

Merchandise 5,518.5 7,259.7 9,778.9 12,369.4 15,347.3 18,251.-J. 

Non-Factor Services 2,064.3 2,355.7 2,820.6 3,447.2 4,289.3 5,220.0 

Factor Service Incoae (llet) -2.064.3 -2.452.2 -2.620.6 -2.832.9 -31130.1 -3,559.2 

Interest Payaenta -1,794.8 -1,860.1 -1,934.4 -2,040.8 -2,219.0 -2,514.1 

Direct Inveataent Incoae - 480.8 - 830.5 -940 .• 7 -1,072.1 -1,219.1 -1,383.9 

Worker leaittancea 211.3 235~4 254.6 280.0 308.0 338.8 

Balance of Goode and ·services -2,192.9 -2,999.5 -3,so8.5 -3,959.6 -4,959.6 -5,118.1 

Tranafera (Net) 199.8 218.5 238.9 261.3 285.9 312.9 

Current Account Deficit -1.993.1 -2.781.0 -3.269.7 -3.698.4 -4.068.8 -4.805.7 

New Direct Inveataent 437.0 619,7 781.7 875.5 . 9Bo.5 1,098.2 

Net Public Sector Borrowinaa (M. ' LT) 3,886.5 2,340.7 2,886.2 3,160.1 3,526.1 4,447.3 

Diaburaeaenta 6,312.1 6,147.3 7,601.4 8, 792.9 9.802.4 10,576.5 

Allortbation -2,425.6 -3,806.6 -4,715.1 -5,632.8 -6,276.3 -6,129.1 

Other Capital -1,860.0 100.0 .100.0 200.0 200.0 -100.0 

Chana• in Reaervea (Groaa) -470.7 -339.5 .. -498.3 5537.3 -637.9 -640.4 

Source: Hiaaion'• eatt.atea 

.: 
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Table 7: MEXICO: EXTERNAL CAPITAL REQUIREMENTS AND EXTERNAL DEBT 

(US$ millions) 

1965 1970 1975 1977 1978 1979 

Net Capital Inflow ~I 375.8 1,068.0 4,181. 2 1,998.1 2. 781.0 3,269.7 
Plus Amortization 369.7 562.7 852.8 2,425.6 3,806.6 4,715.1 
Minus Direct Investment +213.9 +322.8 +748.8 +437. 3 +679. 7 +781.7 
Minus Other Capital .b/ +161.0 +486.6 -133.4 -2,330.7 -23?.5 -398.3 
Equal Gross Medium and 

long term borrowing 370.6 821.3 4,418 .6 6,312.1 6,147.3 7,601.4 

Disbursements on: 

lBRD Loans 
' 
35.4 ' 98.4 188.4 239.5 270.5 346.9 

IDB Loans 11.1 62.5 88.6 129.4 190.1 241.1 
Bilateral Loans 48.5 72.-3 243.1 199.0 202.9 210.5 
Private Capital Markets 274.6 588.1 3,898.5 5,744.2 5,683.8 6,802.9 

Memorandum itema: 

Public Sector Ext. Debt {K+LT) 1,725. 2 3,417.7 10,221.7 19,403.7 21,744.5 24,630.7 
Private Sector Ext. Debt {K+LT) n.a. n.a. n.a. 2,832.4 3,032.4 3,032.4 
Debt Service Ratio (Public) 21.9 28.6 27.3 48.1 57.8 53.9 

:a/ Current account deficit 
!I Includes changes in reserves 

~· 

1980 1981 1982 

3,698.4 4,068.8 4,805.7 
5,632.8 6,276.3 6,129.1 
+875.5 +980.5 +1,098.2 
-337.2 -437.8 -739.9 

8,792.9 9,802.4 10,576.5 

436.7 480.3 537.2 
287.7 297.0 335.1 
249.5 313.2 376.2 

7,819.0 8,111. 9 9,328.0 

27,790.8 31,316.9 35,764.2 
3,132.4 3,232.4 3,332.4 

50.5 45.0 38.3 
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Attaclunent G-7. 

MEXICO: SHORT-TERM OUTLOOK 

1. In his most recent State of the Union speech, on September 1, 1978, 
the President clearly recognized the basic parameters ~overning economic 
relations in Mexico as being the existence of (a) "a market economy," (b) "a 
legal system that g~ara_!!tees both social and !ndividual rights, including the 
ft&bt to private property," and (c) a [geographic] situation that · requires the 
llaintenance of "unrestricted monetary exchange." These parameters are consis
tent with the functioning of a mixed economy in which the roles of the public 
and private sectors are clearly defined and socially accepted, and economic 
policies are such that stable and equitable growth is achieved. 

2. With this framework in mind and given the grave situation ·it 
inherited, the new Administration assigned first priority to regain confidence 
in economic management and overcome the crisis. For this purpose a stabiliza
tion program was designed, which called on the leadership of the economic 
authorities and the cooperation of the labor movement, th~ private sector and 
·the international financial community. 

3. The Government committed itself 

4. The monetary authorities adopted a ~ght monetary policy and 
announced their decision to continue floatin A series of other 
easures were taken to help the rec v and sto and 

reddress ca ital 1 ts and to increase credit to the private sector. Early 
in 1978, the Bank of Mexico started _issuing treasury bills th~reby gaining 

··additional flexibility for managing monetary policy. 

demands 
0 percent 

1, 
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.: .: ·a· ~ . The p to exercise restraint on rice increases 
·. and an e Government and private producers o 
·ensure an adequate supply of "socially necessary goods and services" at reason
able .. prices. In return the price controls on other goods were relaxed, s ecial 

and credit support was given to firms in financial difficulties due to the 
- ~evaluation an, e ations -between Government and · the ·private 
-~ector were greatly improved. 

7: The international community ·was asked to continue supporting Mexico 
.::,on the basis of the stabilization effort underway and Mexico's potential as 

a producer and exporter of hydrocarbon resources. Immediately after the 
devaluation, Mexico obtained major support from the IMF. The Extended Fund 
Facility (EFF) agreement covering 1977-1979 was ratified by the new Governaent 

, ~bortly after taking office ~hree months later. 

8. The GoveTDaent~ waa able to regain-confidence · in economic management 
and obtain support fnr its program. Labor accepted the wage guidelines, the 
private sector responded slowly but firmly to the challenge and the interna
tional community continued backing Mexico in spite of its high debt service 
burden. The program briefly discussed · above has been therefore partially 
implemented and its results are shown in Table 1 (page 3). 

9. The Government has · been· able · to bring · the situation· under · control, 
the economy is recovering and future growth seems assured. However, there is 
still la ~_ ch is the most appropriate 

10. During what has been called the "stabilization period" (1977-78) 
the Government's overriding and broadly accepted priority was to bring inflation 
under control and reduce it · to manageable levels. By now, important sectors 
within the Government are challenging this priority and are emphasizing growth 
of output and employment~ As discussed -· in Attachment · G-6, Mexico is in a position 
to pursue a high· growth strategy and at the -same time · reduce inflation given ~ 

_ t~~t it AC?~s no~ - face:_jt f~n~~c~a~-~9~~~!'a~nt o~_&!"OW~~-·- _The condition necessa 
o avoid the trade-off between growth and inflation is too 1c1en ----

economy to 1nternational trade. Un ortunate y, t 1s possibility has not been 
g1ven enough t oug Mexico yet. 

11. T (Bank of Mexico, Ministry of Finance) are 
worr· d about infla · -1979 -and 
since they do not have effective control on ·monetary policy they are §+ressing 
he need to kee ublic sector e · 

12. By the end of 1978 the money supply will be growing at an annual rate 
of about 30 percent in spite of a virtual freeze on domestic credit to the 
pr~vate se~tor impo!!~-~ ~Y-~!1~--~!l~~ _2f_- ~~x_ico _ a~ the l?__e_gi~~!!&-ot. O~t~b~~ -~97~. 
This s · wa additional private and public sector foreign 
QQ~~~·n~g, which has become increasingly convenient given the interest-rate-aif
ferentia s (the cost of credit for a prime borrower in Mexico has fluctuated 
around 20-22 percent as against 12-15 percent in the USA) and the widely shared 
expectation that the Peso will not be devalued. 
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Table 1: MEXICO - SHORT-RUN ECONOMIC INDICATORS, 1976-1979 

Average 
197#/ 1971-1976 1976 1977 

(Annual Rate of Growth) 

GDP (real) 
Mexico 4.9 1.6 0.9 6.0 
USA 2.8 6.0 4.9 4.4 

Inflation 
Mexico (GDY deflator) 14.0 20.9 35.9 17.0 
USA (GNP deflator) 6.·8 5.3 5.5 8.0 

Minimum Wages (nominal) 16.8 29.2 27.9 13.0 

Percentages of GDY (current prices) 

Public Sector Finances 
Current Revenues a/ 17.1 20.3 20.0 21.7 
Current Expenditures b/ 14.5 17.7 16.7 18.0 
Investment Expenditures b/ 8.6 10.2 8.5 9.2 
Deficit s:_l 5-7 7.4 5.1 5.3 

Balance of Payments 
Exports (inc. NFS) 8.7 8.5 10.0 9.8 
Imports (inc. NFS) 10.7 10.4 10.2 10.7 
Current Account Deficit 3.9 4.3 2.7 3.3 

a/ Include Social Security .and INFONAVIT contributions 

£/ Budgetary controlled public sector and INFONAVIT 

£.1 Financial intermediaries and non-budge·tary controlled public 
sector excluded 

d/ IBRD estimates 

~/ Government Program 

1979 ~/ 

15.0 

23.5 
18.1 
10.0 
~.4 

n.a. 
n.a. 
2.8 
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13. Since the~gz~~en~ have decided to maintain the 
its current for " olitical" reasons, 1..~.-J~IiaWJr-La.c 

hands of authorities, th only alternative open 
being a qu1c inflation brought abou e1 through 

-fiscal restraint a quick openin of the economy to iternational trade. 
Since the last opti~o~n~~s~o~~~p~l~i~e~s~d~1~·f~1~c~u-.t~p~o~~1~ical decisions, which 
the financial authorities fear the Government will not be able to carry through 
completely even in the eventuality it decides to move in that direction, th 
have chos e. 

14. This decision is reflected in the Government's budget proposal for 
1979 and in its agreement with the IMF on a program to cover the last year 
of the outstanding EFF. The program contemplates a slight increase in the 
ra~e o~ g~owth of the economy, a further reduction in ·the public sector deficit 
(a maximum public-- se·c-tor--def:i.cit of .Mes$125--biilion, including the non-budgetary 
controlled public sector is contemplated), and inflation and maximum net 
public sector foreign borrowings of US$3.0 billion (Table 1). 

15. ro·ected}Public sector 
but 1 est art. Total current revenues are planned 

to 1 ere se rom 21.7 percent pf GDY 1n 1977 to 23.5 percent of GDY in 1978, 
mostly as a consequence of the expected increase in petroleum export revenues 
and the proposed increase in the price of some goods and services produced by 
public sector enterprises. It is our belief that the Government's revenue pro-
jections ar t realistic. In the past, the Government has been reluctant 
to ad·ust the rices of i es reduced by ublic sector enterprises 
and we have strong indications that this is like y to happen aga1n. An 
important tax reform (including the switch to a value added tax starting in 
1980 and a broadening of the tax base) was introduced together with the budget. 
Although it will lead to additional tax revenues in the future its short~run 

•~------- · _ - ~ff~ct Will be a loss of about Mex$1~~<?._ billion in revenues __ ·--~---
-~·--·· -------·--

. : 

16. ear from a political point of view in Mexico because 
it will e 1rst try on f e recen y 1n ro uced political reform. 
General elections for Congress (Lower House) will take place in June and for the 
first time the PRI (the official party) will face a somewhat broad opposition, 
including the PAN (a rightist party) and the Communist and Socialist parties. 
Under these circumstances, the Government will a~ost certainly avoid taking 

sures that could affect its ol· · 

17. We have been informed, on a confidential basis, that a package containing 
following economic measu es will be announced by the end of the year: 
a minimum wage adjustment of about 15 percent, (b) a moderate increase in 
p or 1n ustr1a consumption gas, fuel oil and diesel), and 

(c) a f asolin and fuel for domestic consumption a~~~~ 
·-:r,a: -- o Together Wi"fh announcing -- the freeze . the cost to 
the involved in these subsidies will be made known. 

!I We were just informed that measures (a) and. (c) were implemented but not (b) • 
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about the same as in 1978. 

~~~~~~~~~~~~~~~~~~~~~~~~~~~~~t-
terms 
the 

10 & 11) .. 
- ·----- . 

20. To open the economy quickly and efficiently is not an easy proposition 
and its implementation would require strong political determination. But to 
try to reduce inflation by concentrating on slowing down expenditures is likely 
to be self-defeating given the pressures--and probably the need--to increase 
public sector outlay_s. . _________ _ 

Mexico Division 
Programs Dept. (LACI) 
January 3, 1979 



Attachment G-8 

MEXICO: Oil Sector Developments and Issues ll 

1. Mexico is emerging as one of the 1ft aj or oil-rich countries. 
As .of July 31, 1978, Mexico's proven oil and gas reserves were offi
cially put at 20 billion barrels of oil equivalent, probable reserves 
at an additional 37 billion and potential reserves at around 200 b{llion 
barrels more. On December 31, 1978, PEMEX (the state-Qwned company in · 
charge of exploitation, production and distribution of petroleum resources 
in Mexico) announced that proven and probable reserves had been raised · 
to 40.1 and 44.6 billion of crude oil equ1valent, as a conseqqence of a 
more ~apid development of existing fields and the recent discoveries of 
new ones. Th~s puts Mexican combined oil and gas reserves as the sixth 
largest in the world, after Saudi Arabia, Kuwait, USSR, Iran, USA and -Iraq. 
(See Table 1, attached.) 

2. A s~rong debate as to which is the most convenient strategy 
Mexico should follow in exploiting its vast hydrocarbon resources is now 
underway within the country. Itshould be noted that this is an extremely 
sensitive issue in Mexico given petroleum's status as one of the most 
important symbols of Mexico's Revolution and drive for independence. The 
importance of the issue has been further magnified by the forthcoming visit 
of President Carter to Mexico and the central role everybody expects 
petroleum to play in the discussions between both the Presidents. 

3. The strategy that seems to be emerging out of the internal 
debate emphasizes the need to use the petroleum for supporting 
development of the rest of the economy; the 

bein e need of 

recent 
Mexico or to 

~~~~~~~~~----~.......,~~'-""--""c.....,r~ut.3!!dUI!eL--_____ _ 

4. Another important and related issue now under consideration are 
the options open to Mexico for using its vast gas resources. Originally 
Mexico had planned to export about 2.0 billion cubic feet/day to -the USA, 
starting in 1980, and with that purpose in mind had decided to build a gas 
pipeline linking the south-east producing areas wi·th the USA border. Since 
Mexico and the USA were not able to reach an agreement on the price of this 
gas, Mexico is faced with the o~tions of consumin the a internal! or 
f:- - -- - - ;-t-.-- This is so. -e~ause ~~st -o t he additional production of crude 

condensates and gas (associated gas) would come from the newly discovered · 
fields located in the southeast region, which has rather high average gas/oil 
ratios of about 1,500 - 2,000 cubic feet of gas per barrel of crude oil. 
(See Map 1, attached.) 

._· ]J For a detailed discussion of these issues please see the attached economic 
report on Mexico: IBRD, "Special Study on the Mexican Economy: Major 
Policy Issues and Prospects, 1977-82", p raa. 230-245 and 269-275, pages 
88-97 and 103-106, respectively. 
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5. Our analysis suggests that xico can increase 
domestic consumption of natural as almost 1mme 1a e y an 
re eased fuel-01 , t ere y avo1ding flar1ng gas. 
export1ng gas wou e an a ort revenues ranging between 
us-$600 -mliiiOnUCI-us$900miTilon -between 1979 and 19 • It should be 
~reseed that if Mexico and the USA were to reach an agreement on the price 
issue, Mexico would be able to start rapidly exporting gas, since the gas 
pipeline linking the south-east and north producing areas will be operational 
early in 1979. (See Map 2, attached.) 

6. Finally, it should be noted that domestic prices of petroleum 
and related products are heavily subsidized, thereby inducing many distor
tions throughout the economy and depriving the public sector of an import
ant source of additional revenues. We have estimated that the implicit 
subsidy to the Mexican economy--as measured ' by the difference betWeen 
domestic prices ·of fuels in Mexico and international bulk prices in the 
Caribbean area--amounted to more than 3 percent of GDY in 1977. Cheap fuel 
has · duced Mexico to ore than do othe~countries at similar 
stages o ·n an almo ne lect of other 
sources of corrective measure in this area would release 
~dditional for export. 

Mexico Divis.ion 
Programs Dept. (LACI) 
January 3, 1979 



Table 1: WORLDWIDE OIL AND GAS STATISTICS 

Proven Reserves Crude 
Oil Gas Oil Refined 

billion barrels billion cuft. · Production Capacity 
1975 1978 1975 1978 1977 1978 

(billion bId) (million b/cO) . 

Main E!2ortiBSCountries 

Saudi Arabia 103.5 150.0 59,861 85,000 9.0 .6 

Kuwait 70 -.9 67.0 38.139 31,500 1.7 .7 

Iran 68.0 62.0 374,400 500,000 5.6 .9 

Iraq 35.1 34.5 27,46 7 28,000 2.2 .2 

Abu Dhabi 40.3 31.0 31,018 20,000 1.7 

Other Middle East Countries 21.4 21.7 44,817 55,200 1.6 1.1 

Indonesia 12.0 10.0 15,000 24,000 1.7 .5 

Libya 23.0 25.0 28,255 25,700 2.0 .1 

Nigeria 13.6 18.7 50,244 43,000 2.2 .1 

Venezuela 18.6 18.2 40,000 41,000 2.3 1.4 

Mexico 3.1 14.0 111185 30.000 1.0 1.4 

Main Consumins Countries 

Japan .1 .1 1,342 525 5.5 

Western Europe 15.5 26.9 141,025 138,190 1.4 20.7 

USA 34.2 29.5 237,133 210,000 .8. 2 16.8 

Other I 

I 

Non-Communist Countries 15.0 17.5 260,370 332,584 5.8 13.4 
. ! 

Communist Countries 73.4 98.0 737,680 955,000 13.2 13.9 

Total World 569.1 645.8 21097,946 Z?l9.659 59.5 77.3 

Source: The Oil and Gas Journal, December 26, 1977. 

~: 
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