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MEMICO APTEM THE OIL BOOM: REFASHIONING A DEVELOP1INT STRATEGY

PREFACE

This report is based on the findings of an economic mission which
visited Mexico in 1986, and of subsequent updating missions in April-May
1987. The missions included the following individuals:

John R. Johnson (Mission Chief)
Jorge Garcia-Mujica (Macroeconomic Analysis and Projections)
Tarcisio Castaneda (Social and Employment Policies)
Hector Dieguez (Consultant-Social Sectors)
Turgay Ozkan (Public Sector Investment)
Roberto Rocha (Financial Sector)
Thien Pham (Research Assistant)
Florencia Frantischek (Research Assistant)

The report examines economic developments over the past three
years, with particular emphasis on the crisis brought on by the collapse of
international oil prices in 1986. The report highlights the major policy
achievements of the Government's growth-oriented adjustment program imple-
mented during 1986-87 in terms of averting a balance of payments crisis,
setting the economy on a new outward-oriented growth strategy, and initiating
far-reaching structural reforms. The report notes that these domestic ad-
justment measures took place in an exceptionally unfavorable external envi-
ronment characterized by record hig;i real international interest rates, a
drastic decline in Mexico's terms of trade after 1981, burdensome net ex-
ternal transfers, and, more recently, sluggish demand and growing protec-
tionism in the major industrialized countries. The report concludes that
three elements are critical to sustain economic recovery: (a) prompt action
to curb accelerating inflation (mainly through coordinated trade and fiscal
adjustments), (b) clear and sustained progress toward opening the economy,
and (c) stable macroeconomic signals to the private sector, especially as
regards the currently favorable real exchange rate. The report also recom-
mends a number of measures to advance incipient sectoral reforms in agricul-
ture, industrial incentives, the financial sector, and public sector manage-
ment. Finally, considerable attention is devoted to the question of how the
economic crisis has affected employment and the plight of the poorest. Some
suggestions for speeding employment generation and for targetting social
services on the neediest are offered, although the complex nature of the
search for viable solutions is readily acknowledged.

This document has a restricted distribution and may be used by recipients only in the performance
of their official duties. Its contents may not otherwise be disclosed without World Bank authorization.
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AREA POPULATION M1SITR (1985)
Total: 1,973 kmn 80.4 milUinn (1986) 39.5 per kmf
(OOCb) Rate of Growth: 2.3% p.a. (1980-1985)

PPATION ARAR (1984) HAf
Crude Rirth Rate (per 1,000) 33.2 Population per physician (1983) 1,2DO
Crude Death Rate (per 1,000) 6.6 Population per hospital roon (1980) 1,780
Infant MDrtality (per 1,000 live births) 50.6

INUOWE DISTRBIUTDON (1978) DISIOIBUII FN Cl IAND (hE3U3LP
% of national income, bighest 20% 57.7 % of frum below 5 ha.: *0

lowest 40% 2.9

ACCESS TO SAFE MM (1981) AOCESS MX) ELC1RICITY (1982)
Z of population - urban 61.4 of popu3atlon 74.6

- rural 51.0

NUIXTI (1983) EDUCATION
Calorie intake as % of requiremnnts 125.9 Adult lLteracy rate X (1980) 83.0
Per capita protein intake (gVs/day) 72.4 Primary s8bool enrollmnt X (1983) 119.0

GNP PER CWM'IT IN 1985 US$2,080

RSS DCMESTIC PROUCT IN 1986 ANNUAL RATE CF GROWM (%, constant 1970 priCes)
US$Kln. % 1976-1980 1981-1985

GDP at Market Prices 128,109 100.0 6.7 0.8
Gross Dhmestic IDVestmelnt 22,931 17.9 9.4 -5.5
Gross National Savg 21,266 16.6 10.8 -4.6
Current Account Balance -1,700 1.3 -
Exports of Goods, NFS 21,300 16.6 12.2 7.6
Ianorts of Goods, NFS 16,200 12.7 13.6 -10.0

WMWT, IABCE POf AND PRWflVIT!M IN 1984
Value Added labor Force V.A. Per Worker

US5Mn % Th8. % US$
Agriculture 14,772 9.6 5,-342 26.6 2,765
Mining 1/ 17,214 11.2 271 1.3 63,520
Industry 2/ 51,057 33.1 3,897 19.4 13,102
Services 71s125 46.1 10,582 52.7 6,721

Total/Average 154,168 100.0 20,092 100.0 7,673

GWHOM YENT FINANCE General Goviernaent 3/ Public Sector
(Mex$ B) (X of GDP) Mex$_B B. % of_GDP

1985 1985 1980-84 1985 1985 1980-84
Current Revenues 9,043.4 19.9 19.6 14,684.0 32.2 31.2
Current Deficit -1,411.9 -3.1 -1.0 -1,412.3 -3.1 -1.5
Capital Expenditures 2,087.2 4.6 5.8 2,733.5 6.0 9.6

.. Not available for a recemt year.
1/ including petroin.
2/ Including fac , utilities, and constructlon.
3/ Inludirg the Federal GDverr nt, the Federl District, and the Socia Security system.
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MOMEY, CREDIT AND PRICES 1981 1982 1983 1984 1985 1986
(Bankid Systemi) (llions of Mex$ Outstandirg at End of Period) (Oct.)

Mwney and Quasi Mkney 1,940 3,311 5,398 9,012 13,136 19,240
Bank Credit to Public Sector 1,025 2,883 4,498 6,048 10,136 19,342
Bank Credit to Private Sector 1,020 1,366 2,030 3,709 5,777 9,165

(Percentages or Index Numbers)

Money and Quasi Money as Z of GDP 33.0 35.2 31.5 31.4 28.8 26.5
Coawumer Price Index (1980-100) 1/ 127.9 203.3 410,2 679.0 1,071.2 1,994i.9 (Dec.)
Annmal Percentage changes in:
Conaumer Price Index 1, 27.9 59.0 101.8 65.5 57.8 86.2 (Dec.)
Bank Credit to Publi Sector 54.5 181.3 56.0 34.5 78.7 101.0 Al
Bank Credit to Private Sector 45.9 33.9 48.6 82.7 55.8 73.97/

BAIANCE OF PAYMENS US$ B. Merchandise Ebports (Averaes)
(US$ B.)

1974 1979 1984 1986 1980-86 %
Exports of Goods, NFS 5.2 13.7 30.1 21.3 Petroleum Products 13.5 66.8
Imports of Goods, NFS 7.4 16.2 16.2 16.2 Mach. & Equipmeit 1.7 8.4
Reswirce Balance -2.2 -2.5 13.9 5.1 Gurden Vegetables 1.3 6.4

(deficit -) Mining Ores & Metals 0.9 4.5
Agroiundustrial Prods. 0.8 4.0

Interest Payments (net) -0.7 -3.0 -9.7 -7.0 Chemcals 0.6 3.0
Workers' Remittances 0.2 0.2 0.3 0.3 Coffee 0.5 2.5
Other Factor Paymants (net) -0.3 -0.4 -0.7 -0.6 Maruf. Nnr-ferr.Metals 0.4 2.0
Net Transfers 0.1 0.2 0.4 0.5 Others 0.5 2.4
Balance on Current Acc. -2.9 -5.5 4.2 -1.7 7btal 20.2 100.0

EMMML EBTO, DEMR 31, 1986
US$ B.

Direct Foreign Investzint 0.7 1.3 0.4 1.0 Public Debt, Incl. Guaranteed 76.5
Net MKT Borrcwing (Public) 1.2 1.1 2.0 0.6 Naw4gnteed Private Debt 5/ 23.7
(Disbrsements)J/ (1.4) (5.2) (8.2) (7.1) Tbtal Outstandixg & Disbursed 100.2
(Azmrtization) / (0.2) (4.1) (6.2) (6.5)

Other NLT (Net) 1.2 2.7 0.7 -0.5
Subtotal 3.1 5.1 3.1 1.1 IBT SERVIM RATO FOR 1986 % 6/
ST Public Capital (Net) - - 0.2 -0.7
Private ST & Errors & Omds. -0.1 0.7 -4.5 0.2 Public Debt, Icl. Guaranteed 

Chwe In Net Reserves -0.1 -0.3 -3.0 1.1 Nn-Giaranteed Private Debt s
(- G eas ) Total Outstandirg & Disbxred 47.9

RAlE OF E,AI, 1986 AVERAGE IBD/Ik DIG, (Dec. 31, 1986) (US$ Mn.)
n ED mA

US$ 1.00 - Mex$611.8 Outstandirg and Disbursed 6,934.7 -
Mex$1.00 - US$O.00163 Outstanding lnl. TUdisbursed 9,359.1 -

1/ Amual awage.
2/ Annalized rate.
3/ Including refinancig.

_ TIwJuil postpn nt and restrubing.
5/ Includig U$7.8 billion wd by nationalized domtic ctmrcial bans.
_/ As a shre af expors of goods and rn-factor serices.
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SUNNAB AND CONCLUSIONS

ECONOMIC OEMO ON mNICO 1987

Introduction

1. Since the onset of a generalized financial crisis in 1982, Mexico's
policy strategy -- as embodied in the National Development Plan MPND),
PRONAFIDE, PRONAFICE, PROFIEX, PRONAL, the 1986 Trade Policy Program, and the
Growth-Oriented Adjustment Program (PAC) -- has recognized that a return to
sustainable growth would require not only stabilization of the economy, but
also far-reaching structural reform. When key components of Mexico's
original adjustment program went off track in 1985, and the collapse of
international oil prices in 1986 severely worsened the economic outlook, the
Government responded by accelerating the pace of stabilization cum structural
reform to a degree not witnessed in several decades of Mexican development.
This summary reviews the significant progress achieved over the course of the
past three years, while highlighting some of the key new issues emerging as
the country faces pressing economic challenges.

2. As is customary in Bank economic memoranda, the focus of this
report is on Mexico's internal efforts to overcome the macro-economic crisis
of 1982 and lay the groundwork for a new, outward-looking development
strategy. Nevertheless, it is well to recall that, virtually from the
beginnling, this adjustment process has been carried out under external
conditions unfavorable to a degree not witnessed since the Depression of the
1930s. Mexico's leading export, oil, has declined by nearly two-thirds in
price since 1981, precipitating a 44% decline in the country's international
terms of trade through 1986. Simultaneously, international interest rates
were reaching their all-time peak in 1981, and, corrected for the decline in
Mexico's export prices, averaged over 20X annually in real terms over the
next five years. Moreover, from the second half of 1982, voluntary lending
to Mexico halted abruptly, after having sustained a steep upward trend over
the preceding decade. Net capital inflows, excluding private short-term
capital and errors and emissions, declined precipitously from US$23 billion
in 1981 to US$0.4 billion in 1986, despite three concerted financing efforts
in 1983, 1984-85, and 1986. Thus, the pro-cyclical character of capital
flows, particularly from private foreign creditors, aggravated the internal
financial crisis and constituted an additional factor to which Mexico had to
adjust.

3. Such a radical drop in external financing would have been difficult
to handle under any circumstances, but in this case its negative effects were
compounded by sizeable increases in net factor payments abroad. After rising
by 54% in 1981, these payments peaked at US$12.5 billion in 1982, and have
oscillated between US$7.5-10.0 billion annually since then. Taking into
account total medium and long-term capital inflows of US$17 billion, in net
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terms, Mexico transferred resources abroad amounting to approximately US$31
billion during the 1982-1986 period (always excluding the impact of short-
term private capital movements and errors and omissions). As a share of GDP,
these net transfers were equivalent to about 4% of GDP, absorbing about 15%
of domestic savings and nearly one-quarter of export earnings. To cite one
well-known historical case, these transfers were about 1.6 times larger in
relation to national income than the war reparations paid by Germany after
World War I, and double Germany's effort in relation to exports. To
accomplish this transfer, Mlexico generated a cumulative trade surplus of
US$48 billion over the last five years, equivalent to 6.3% of GDP. This was
proportionally more than three times the trade surpluses generated by Germany
during 1929-32, when the pressures of its war reparations reached their peak.

4. The size and the protracted nature of these outward transfers of
resources, against the backdrop of particularly unfavorable world economic
conditions (including an exceptionally slow world economic recovery and the
growth of protectionism), have severely complicated Mexico's efforts to
achieve a successful, growth-oriented, structural adjustment process. The
transfers have siphoned off domestic saving, thus contributing to the growing
gap which has emerged in recent years between Mexico's rising domestic
savings effort and its sharply falling investment coefficient.

5. Given these severe external constraints, the achievements of recent
years can be seen in perspective by referring back to the key policy issues
cited in the Bank's 1984 Country Economic Memorandum (CEM). That CEM traced
the considerable progress toward stabilization achieved during 1983, as the
fiscal deficit was halved, the trend toward rising inflation reversed, and
the external debt rescheduled in orderly fashion. By early 1984, the Mexican
economy was being hailed by some observers as a model for heavily indebted
countries, demonstrating witat could be accomplished by dint of decisive,
disciplined, and coordinated policy action.

6. The CEM also highlighted four areas requiring special attention in
the coming years:

(i) completion of the stabilization process, particularly via further
reductions in the fiscal deficit;

(ii) sustaining the rapid growth of non-oil exports, so as to reduce
Mexico's reliance on foreign borrowing and upgrade its
credit-worthiness;

(iii) placing greater reliance on private sector-led growth, as called
for in the PND; and

(iv) adopting coordinated policies to boost employment and reduce
incentives for capital-intensive development.
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Completing Stabilization

7. Although the Government's economic stabilization program remained
on track throughout much of 1984, there were signs of impending
difficulties. Having been devalued by some 50% in real terms over the course
of 1982 and early 1983, the exchange rate, together with reutrictive fiscal
policies, brought about a sharp improvement in the current account of the
balance of payments and in the level of foreign reserves, which rose by US$6
billion in 1983. The surge in domestic liquidity stemming from the growth in
foreign reserves could have been absorbed by rapid import liberalization and
continued improvement in the fiscal accounts. In the event, neither
occurred. Quantitative restrictions covered nearly all imports competing
with domestic production, while the improvement in fiscal performance
originally contemplated under the 1984 program with the IMF did not
materialize. An unexpectedly sharp recovery of private sector demand in late
1984 reinforced the inflationary pressures stemming from balance of payments
developments. The real exchange rate appreciated by 57% in real terms from
March 1983 through June 1985, which had the effect of repressing for a time
the recorded rate of inflation. But by the last quarter of 1984, there were
overt signs of an impending balance of payments crisis, as non-oil export
growth came to a halt, imports surged, and the rate of capital flight
accelerated. Hence, even though growth in output and employment were much
better than expected, and inflation continued to decline, 1984 concluded
amidst signs that the real appreciation had to be reversed, that inflation
might soon be headed upward, that the external balance could deteriorate
significantly, and that the economic recovery might, therefore, be
unsustainable.

8. The fiscal effort began to slip significantly in early 1985, as a
consequence of declines in oil revenues, an increase in subsidies and
transfers, and, by the third quarter, significant declines in real public
sector prices and tariffs. Disintermediation, rising inflationary expecta-
tions, and mounting capital flight were counteracted by upward shifts in
interest rate ceilings, and some cutbacks in public investment. However,
these adjustments were unable, of and by themselves, to reverse the slide in
macroeconomic performance. Net borrowing from abroad slowed to a trickle, in
part because the Government itself had decided not to borrow more than US$1
billion during 1985. (In reality, it borrowed even less). And the growth in
foreign demand for exports, particularly in the U.S., slowed significantly.
By mid-1985, the rate of foreign exchange losses had risen to US$500 million
monthly, and a number of quarterly fiscal and balance of payments program
ceilings had been surpassed. As a result, no further drawings under the
stand-by negotiated with the IMF were made.

9. To re-establish a sustainable macro-economic policy package, real
public sector expenditures were once again cut sharply, starting in July
1985. These reductions were accompanied by a large step-wise devaluation,
the adoption of a more flexible policy of daily exchange rate adjustments,
and major increases in interest rates. Structural reforms also received
greater emphasis. The program of trade liberalization, started in 1984,
received a strong impulse from the elimination of quantitative restrictions
covering roughly 40% of imports.
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10. Despite a tragic and costly earthquake in September 1985, the
Government unveiled an austere budget in November 1985, which called for
raising the primary fiscal surplus from 3.3% of GDP in 1985 to over 9% of GDP
in 1986. This implied a one-year fiscal adjustment substantially larger than
had ever been achieved in post-World War II Mexican history. However, a
collapse in international oil prices during the early months of 1986 lowered
Mexico!s 1986 oil export earnings by over US$8 billion (equivalent to 6.7% of
GDP). This loss necessitated a complete revamping of Mexico's 1986 economic
program, with results which obviously could not match original expectations.

11. Much of 1986 was witness to efforts by Mexico, with strong support
from a few segments of the international community (chiefly the multilateral
financial institutions), to devise a growth-oriented program of adjustment
and structural chaege. The PAC, as this program is known in Mexico, aimed at
restructuring Mexico's existing external debt and raising the additional
finance considered necessary to allow Mexico sufficient time to absorb the
sharp decline in its terms of trade. The main objectives of the program
included: (M) moderate economic recovery in 1987 in an environment of
financial stability and anti-inflationary policies; (ii) strict control over
public spending via the establishment of agreed quarterly and monthly
ceilings on current spending and deficits for all principal agencies, and by
a close monitoring of spending outcomes by the Planning and Financial
Secretariats; (iii) intensifying the drive to restructure public-enterprises;
(iv) reducing real current spending in the central government; (v)
refocussing public investment to actively promote employment generation; (vi)
increasing public expenditures on health, education, regional and urban
development, water and sanitation, roads, electric power, and the targetting
of basic food subsidies, so as to alleviate the social costs of adjustment
and protect real. wages; (vii) utilizing public investment to stimulate
private investment activity; and (viii) reducing project procurement costs.

12. The Government moved quickly to put its program into action.
Macroeconomic measures were particularly effective. Fiscal policy was
tightened, as real current non-financial spending (i.e., excluding payments
of interest on the public debt) was reduced by 4%, and real investment by
a much larger 17%. Excluding oil export revenues, other tax receipts were
raised by nearly 2 percentage points of GDP, thanks to substantial increases
in most real public tariffs and prices, increases in value-added, automotive,
and personal income tax rates, and a shortening of the period during which
business taxpayers were allowed to liquidate pending tax obligations. The
peso was devalued by 33% in real terms during 1986 (and by over 55% from July
1985 to the end of 1986). The real Average Cost of Funds in the commercial
banking system reached its highest level since the 1960s (about 6% on average
in 1986, but in excess of 20 percent annually at the end of the year).
Moreover, the pace of structural change alqo accelerated, as major food
subsidies were eliminated, significant tax reform approved, a growing number
of plant mergers and closings carried out by the state enterprises, and major
upward revisions in real public prices and tariffs initiated.

13. During 1986, policy action overfulfilled many of the terms of the
stand-by program concluded with the IMF in September 1986. This was all the
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more noteworthy in the light of the absence of any fresh foreign commercial
bank financing. (The US$7.7 billion package agreed on by the banks and the
Government in September 1986 did not disburse for seven more months until the
"critical mass" of 90% of the committed amount was finally subscribed toward
the end of April 1987). Inflation was 106% (rather than 115%). The PSBR was
16.1% (rather than 16.8%). The operational fiscal deficit was 1.7%, rather
than 2.1%. Non-oil exports expanded by 34% in 1986, considerably faster than
the 18% growth targetted in the program. The private .4ector brought in
roughly US$2 billion in capital, the first such repatriations since 1980.
And the increase in foreign reserves, adjusted for the shortfall of US$3.5
billion in foreign commercial bank credit, outperformed program objectives by
over US$2 billion.

Non-oil Export Promotion

14. Although performance has been somewhat uneven, the growth of
non-oil exports of goods and non-factor services has been impressive since
1982. Earnings in U.S. dollars have risen by nearly 13% annually, with
manufactures (28.6%), in-bond industries (18.9%), and agricultural products
(9.6%) having done particularly well. At nearly US$16 billion in 1986,
non-oil exports were equivalent to more than 70% of total exports, and over
12% of GDP. These are the highest ratios since the late 1970s when the oil
boom was just getting underway.

15. After declining in real terms during the late '70s and early '80s,
non-oil exports displayed a marked shift in performance. Behind this shift
lay several factors, principally the influence of exchange rate policy in an
environment of rapid change in the international markets for petroleum and
related products. In Mexico's case, non-oil exports were deterred not only
by an appreciating exchange rate, but also by new import restrictions
surrounding a booming domestic market. The competitiveness of most tradeable
industries suffered severe setbacks.

16. Since 1982, of course, the opposite process has been in effect,
albeit with a significant departure from trend during the 1983 and 1985
period. As the international price of oil has declined, so too has the real
peso tended to depreciate against other currencies. Despite an
intensification of import QRs in late 1982, non-oil exports continued to
expand, so long as the low real exchange rate assured more attractive margins
for exports than for sales to the domestic market. However, following the
recovery of domestic demand in 1984, amidst signs of increasing peso
overvaluation, non-oil export growth came to a halt, and then turned negative
in 1985.

17. Since mid-1985, the policy trends affecting non-oil exports have
once again bpcome favorable. Through May 1987, the real depreciation of the
peso had reached almost 60%. Import liberalization had advanced considerably
with the removal of most QRs, the phased reductions in tariffs, the lowering
or elimination of official reference prices (ORPs), Mexico's entry into the
GATT, and the signing of 4 key GATT codes on export subsidies, dumping,
countervailing, and valuation. Export promotion had also benefitted from
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measures streamlining administrative processes, easing requirements for
temporary import admission, granting exporters improved credit, and reducing
restrictions on the use of export earnings. The payoff on these ieforms has
been the highest rate of merchandise non-oil export growth iA Mexico's
history, exceeding 34% in 1986, and continuing at a more than 20% annual pace
through April 1987.

Enhancing the Role of the Private Sector in Economic Development

18. The previous CEM observed that, in the face of grave macro-economic
disequilibria and severe constraints on access to external saving, Mexico's
public expenditure - led growth strategy had reached its limits. (This was
of course, very much in line with what the 1983-1988 PND had already
stated). In the future, growth was likely to derive mainly from the
tradeable goods sector, notably agriculture and manufacturing, and from some
of the promising service branches, such as tourism and in-bond industries.
Given that private enterprise was predominant in these potential leading
sectors, it was expected that a larger private sector role in Mexico's
recovery and long-term growth would emerge during this sexenio (six-year
administration).

19. Comparing the public and private sector contxibution to the growth
and development process is an enterprise fraught with difficulties, since
there is no single measure or group of measures which could provide an
adequate gauge. Moreover, the long period elapsed since the national income
accounts were last revised means that comparisons of relative public vs.
private sector growth must be surrounded with a more than usual number of
caveats about possible statistical biases. Yet, by reviewing such measures
as are readily available, the picture which emerges is decidedly mixed.
Although the public sector's presence in economic life has been scaled back
in important ways since 1982, in some respects it has continued to grow.
Meanwhile, the private sector has seen its relative economic position hold
stationary, or even diminish. In short, a leading role for the private
sector in bringing about recovery has yet to emerge.

20. In terms of real spending on goods and services (i.e.,
non-financial public spending under budgetary control) and the real size of
the fiscal deficit, there can be little doubt that the public sector has
undergone major shrinkage since 1982. Non-financial public expenditures have
fallen by over one quarter, while the real (or operational) fiscal deficit
has shrunk from 7.2% of GDP in 1982 to 1.7% of GDP in 1986. During this
period, real public sector investment declined by over 50% (and by nearly 60%
in relation to its peek 4n 1981), while non-financial current spending
dropped by about a fifth. (From this standpoint, the structure of spending
cuts, with its heavy bias toward reducing public investment, may have been
less supportive of renewed growth than it could have been).

21. However, the decline in non-financial public spending has been
offset by the effects of high and rising interest payments, as well as by the
sharp decline in oil revenues. Interest payments rose from 8.5% of GDP in
1982 to nearly 17% in 1986, carrying total public spending this past year
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(including current outlays of the state enterprises) to 46% of GDP. This was
nearly as high as in 1982, and far above the 1980 level of 35%. It is this
rapid growth in interest expenses, as well as the huge loss of oil revenues,
which accounts for the comparatively modest decline in the public sector
borrowing requirement from 18.4% of GDP in 1982 to 16.1% in 1986.

22. From the public revenue perspective, since non-oil revenues are
levied on activities mainly originating in the private sector, they may
better reflect the public sector's long-term command over private income. By
this measure (and notwithstanding the introduction of new value-added and
excise taxes since 1980), the revenue share of the public sector has
oscillated over the past six years between 17-20% of GDP, with some tendency
toward recovery from the bottom reached in 1983e

23. Another indicator -- the public sector's contribution to, or claim
on, national savings -- provides added perspective. It shows an uneven
pattern of the public sector's presence, absorbing first sharply lower, then
higher, Iroportions of the private sector's surplus. In 1982, the public
sector's deficit on its currrent fiscal accounts, at 7.8% of GDP, was
equivalent to about one-third of the private sector's national saving. By
1984, having achieved an 8% of GDP improvement in the operational fiscal
balance, the public sector managed to produce a small surplus on the current
fiscal account. But thereafter, dissaving grew rapidly once again, reaching
9.8% of GDP in 1986, which was still a third of the private sector's now
higher saving level. It is, no doubt, true that rising inflation distorts
the current balance measure of the public sector's saving effort by pushing
upward nominal interest payments, a large share of which really represent an
accelerated return of real principle to holders of the public debt. The
problem is that ex post measures of the real fiscal deficit, such as the
operational deficit referred to above, do not convey a picture of the ex ante
pressures that rapidly growing nominal public sector borrowing requirements
exert on scarce domestic financial resources, and, ultimately, on prices.
This is particularly the case when inflation-taxed domestic savers become
reluctant even to maintain their holdings of public debt level in real terms,
and when the flow of foreign savings likewise becomes scarce and expensive.
Thus, the current balance measure of public vs. private saving does serve to
highlight the still unresolved issues lying within the nexus of public
deficit finance, the cost of credit, and rising inflationary pressures.

24. For the private sector, the indicators are also mixed. The level
of investment has recovered partially from its nadir in 1982 of 11% of GDP.
It may have come in at around 14% of current GDP in 1986, but this would
still be far below its peak level of 19% of GDP in 1980. By contrast,
private sector saving has actually increased from its already high level of
22% of GDP in 1980 to almost 28% of GDP in 1986. Of course, in recent years,
anywhere from 2 to 6 percentage points of this rate represented involuntary
savings, i.e. savings collected via a rising inflationary tax on a shrinking
base of low-yielding, peso-denominated financial assets.

25. Another useful measure derives from comparing output growth in
sectors where public sector participation is important (mining, electricity,
financial services, public administration and defense, and transport and
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communication) with growth in those sectors where the private sector is
dominant (agriculture, forestry, fishery, manufacturing, construction,
commerce, and other services). While growth has slowed in all sectors, areas
where the private sector is dominant have lagged public-sector-led economic
activities both before and after the 1982 crisis. Between 1980 and 1985,
overall private sector output essentially stagnated, while public sector-led
activities expanded at an annual average of 3% in real terms. The contrast
in employment trends is even more striking. Although there were sporadic
efforts to reduce staffing in some sectors of the central government, overall
public sector employment rose at a 6.3% annual rate during 1980-85 (adding
over 1.1 million positions), whereas employment in the private sector
essentially stagnated.(The conversion of some consultants previously under
contract to full-time civil service positions and the nationalization of
commercial banks and certain firms in the early 1980s are two additional
factors which helped expand the public employment rolls). Although the
growth in public employment slowed significantly after 1983 (to 2.9% in
1985), on average it continued to exceed private sector employment growth
during the 1983-85 period by a wide margin (5.4% per annum vs. 0.4%).

26. No doubt, a major factor explaining why the private sector has not
done better in the 1980s relates to the uncertain climate for growth and
investment. But it is probably also true that, through its preferential
access to society's resources (and through deficit financing), the public
sector has been able to deflect the impact of that uncertainty away from its
own activities. Logically, the burdens of recession and uncertainty would
have fallen more heavily on the private sector.

27. Finally, with respect to regulatory trends, a start toward more
flexible public oversight of economic activities has been made. For example,
the number of goods subject to strict price controls has narrowed from 121
broad product categories in 1983 to 20 in Septemoer 1986. The emphasis has
shifted to semi-automatic formulae for approving periodic price changes.
Forty-four product categories are now classified under so-called "registered
controls". Still, the number of products subject to public price control, of
varying degrees of severity, remains high, covering about one-third of
non-oil output. Beyond certain basic foods and pharmaceuticals, most
agricultural machinery, fertilizers, processed fruits and vegetables, wood
products, steel, petrochemicals, some home appliances, and transport
equipment (autos and trucks), among other key products, are subject to these
controls.

28. In the area of technology and foreign investment licensing, the
regulatory framework has been clarified by the publication since 1984 of more
detailed rules specifying those sectors where foreign ownership of local
companies can be full (e.g., transport equipment, excluding auto components,
and high technology services), partial (i.e., up to 49% in routine cases), or
is prohibited (e.g., basic petrochemicals and oil). Moreover, the
administrative interpretation of the 1972 basic legislation has been
simplified during the past two years, so that export-oriented, high-tech, and
small and medium-scale enterprise projects are receiving more favorable
treatment.
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29. A debt-equity conversion program introduced in 1986 appears to have
stimulated new foreign investment, while allowing the public sector to retire
about US$750 million in external debt, and the private sector another US$900
million. These Improvements helped stimulate an acceleration in the rate of
approved new foreign investment authorizations from less than US$1 billion
annually in 1983-84 to nearly US$2 billion in 1986. Still, the actual inflow
of new foreign investment remains much smaller than ruthorizations (on the
order of US$1 billion in 1986), and heavily concentrated in the in-bond
industrial sector (75% or more). In part, this may reflect a perception by
foreign investors that the regulatory framework for in-bond industries
remains more well-defined and liberal than regulations governing
conventional foreign investments.

30. Lastly, the climate for investment, both foreign and domestic, is
affected by regulations governing areas such as labor-management prerogatives
for hiring, promotions, and dismissal, product marketing and distribution,
and legal protection for paterts and intellectual property. In some cases,
extensive regulations appear to be adding to red tape and delays, while
increasing uncertainty about the timing and profitability of investment
outcomes. This may deter some investors and/or unduly reduce economic
efficiency.

31. A broad-based restoration of private sector confidence,
particularly among local entrepreneurs, is critical for the achievement of
Mexico's efforts to restructure and resume sustainable growth. Some
scepticism remains about whether the recent gains in macroeconomic
performance will be consolidated during the remainder of this Administration,
and into the next. This uncertainty could deter entrepreneurs from
undertaking needed long-term investments.

Stimlating Productive Employmnt

32. Mexico's expanding and highly successful family planning program,
the spread of education among women, and their rising rate of participation
in the labor force have brought about a major decline in fertility and in
population growth. Population is now expected to rise by 2.2% annually over
the next several years, compared with the 3.5-4.0% growth rates of 15 years
ago. Some years hence, this slowdown should ease the pressure of first-time
jobseekers on the labor market and -- other things being equal -- lead to
higher average real wages and accelerating productivity growth. But for the
next decade or so, the labor force will continue to grow more rapidly than
the general population -- by nearly 4% a year, representing about 900
thousand new jobseekers a year.

33. Considerable caution must be exercised in interpreting employment
data because cf gaps in coverage, problems of definition, etc. This being
noted, employment in formal labor markets, as measured by SPP data, appears
to have essentially stagnated sirce 1982, despite modest increases in
1984-85. Since the economy shrank by 3% or so, maintaining a stable level of
employment was probably a better result than could have been expected. Upon
closer inspection, public sector rolls increased by 638 thousand during
1983-1985, which contrasted with a decrease of 188 thousand jobs in the



- x -

formal private sector. The number of those not employed in the formal labor
market tripled from 1.5 million in 1983 to 4.8 million in 1986, or 19% of the
active labor force. Of course, this employment "gap" should be treated
cautiously, since an unknown, but probably important, share of these workers
are productively employed, either in informal jobs or abroad. Nevertheless,
this "gap" does provide a rough approximation of the growing problem of
underemployment Mexico faces, which may be compounded if controls over access
by undocumented workers to jobs in neighboring countries are tightened
successfully.

34. Despite these difficulties, the labor intensiveness of output, even
in the private sector, probably rose somewhat, a result attributable at least
in part to the growing competitiveness of average wages in Mexico vis-a-vis
the rest of the world, including the Asian high export countries. This has
triggered a number of new job-intensive investments in electronics,
transport, and manufacturing assembly operations.

Key Economic Issues

35. Only resolute policy action over the past year-and-a-half has
prevented Mexico's exceptionally difficult macroeconomic situation from
becoming far worse. The decision to accelerate, rather than slow down,
import liberalization at a time when the balance of payments and foreign
reserves were coming under maximum stress, showed rewarkable political
courage, as did the decisions to eliminate many subsidies, close down or
restructure certain public enterprises, engineer a massive real devaluation
of the peso, impose sharp new public spending cuts, reform the corporate tax
system and improve collections, and correct lagging public tariffs.

36. In many respects, there are grounds for prudent optimism about the
economic outlook. The worst of the terms of trade losses occasioned by the
decline in oil and other commodity prices may now be past; indeed, some
modest recovery in oil earnings during 1987 appears likely. Non-oil exports
are booming. Foreign interest rates, adjusted for increases in commodity
export prices, appear to be declining in real terms, despite a re.cent run-up
in nominal rates. Foreign investor interest in Mexico is rebuilding rapidly,
bringing gains in jobs, growth, and export earnings. The economy shows some
signs of having bottomed out in the first quarter of 1987. And deposits in
the commercial banking system have begun to recover rapidly in real terms
since August 1986, now that positive domestic-foreign interest rate
differentials have been reestablished.

37. But there are also concerns that the near-term international
climate may be^ome less favorable to Mexico's recovery. To longstanding
concerns about slow world economic growth, the heavy burden of external debt,
and declining international terms of trade must now be added the
possibilities of higher near-term interest rates on dollar-denominated debt
and an intensification of protectionism in Mexico's major export market.
These developments are ominous because of Mexico's heightened sensitivity to
exogenous changes.
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38. In this extraordinarily complex situation, there are a number of
key domestic issues where sustained progress will be fundamental. Four in
particular are:

(i) implementing the key aspects of the growth and stabilization policy
package embodied in the PAC and in the new IMF stand-by (and going
somewhat beyond them in the fiscal and trade policy areas), so as
to maintain a climate of macroeconomic incentives conducive to a
sustainable recovery of output in a context of gradual
disinflation;

(ii) substantially accelerating trade liberalization -- for example by
bringing forward the measures planned for end-1988 to mid-1987 --
so as to relieve pressures to appreciate the real exchange rate,
strengthen the anti-inflation program, provide a sound environment
for new investment, and reinforce long-term export competitiveness;

(iii) continuing to raise the efficiency of resource use, not only
through trade liberalization, but through a restructuring of the
public sector, closer scrutiny of public investment options,
rationalizing industrial incentives, completing tax and agricul-
tural reforms, strengthening the financial sector, further reducing
credit subsidies, and pruning away regulatory "underbrush" without
undermining fundamental public policy goals; and

(iv) according more emphasiL in policies to job creation and to the
alleviation of the costs of adjustment for the poorest.

Managing the Risks of Economic Recovery 1987-88

39. It should in no way detract from the success of the 1986 policy
program to acknowledge that the current economic situation is one of
unprecedented delicacy, requiring continued vigilance, policy action, and the
willingness to act quickly to cope with unforeseen changes of basic
conditions. One imminent change stems, paradoxically, from the vigor and
effectiveness of adjustment efforts in 1986. The reversal of private sector
capital flight and the improvement in the non-oil trade balance have far
exceeded expectations to the point that, even before the first tranche of a
US$6 billion foreign commercial bank credit could be disbursed at the end of
April 1987, Mexico had accumulated net reserves during the preceding 6 months
at the rate of nearly US$1 billion monthly.

40. Several factors may act to slow the rate of reserve accumulation in
coming months. Interest rate spreads on domestic relative to foreign assets
(which exceeded 20 percentage points in late 1986) should narrow because of
both rising rates abroad and faster depreciation of the free exchange rate in
recent months. Higher interest payments on external debt, a recovery in
import demand, and expectations of slower non-oil export growth during 1987
should also reduce net reserve gains. Still, on current trends, net capital
inflows with a direct monetary impact could total as much as US$10 billion
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during the November 1986-December 1987 period, which would be roughly
two-thirds again the size of the narrow money supply (Ml) measured at the end
of 1986.

41. The monetary impact of these large reserve increases poses urgent
and critical choices for policymakers, especially now that a comfortable
foreign reserve position has been restoredo The lessons from the adjustment
experience of 1983-85 are clear: the present surge of liquidity triggered by
the monetization of large-scale foreign capital inflows must be staunched to
forestall runaway inflation and/or a rapidly appreciating real exchange rate,
and, eventually, a damaging setback to Mexico's balance of payments. Already
inflation has trended up to an annualized rate, seasonally adjusted, of more
than 120% during the first five months of 1987, and is accelei:ting rapidly;
the growth of narrow money (M1) has accelerated from 64% annually at the end
of 1986 to 90 percent at the end of April 1987; the stock exchange has shown
conspicuous vigor (175% expansion in the first quarter); nominal wage
adjustments are becoming more frequent and larger (20% in January, 20% in
April, with a further increase expected in June); some necessary price
adjustments, particularly for gasoline and fuel oil, have also added to
cost-push inflationary pressures; and ex post real lending rates in the free
credit market have fallen from more than 25% at the end of 1986 to around 0%
in May 1987.

42. The 1987 fiscal program agreed with the IMF calls for an additional
effort at the level of primary non-oil balance (defined as the public sector
borrowing requirement net of all interest payments on public debt and
revenues from public sector oil exports) amounting to about 2.3% of GDP.
Public sector price adjustments, increases in tax revenue, and reductions in
non-financial current expenditures, together with some projected recovery in
oil export prices, are expected to yield a surplus on the primary balance
(i.e., the "economic" fiscal deficit net of interest payments on the public
debt and exchange losses) of around 5 to 5 1/2% of projected GDP. This would
imply full absorption of the fiscal impact of the oil price shock in only two
years. However, a sharp rise in real interest payments on public debt, which
the Government believes likely, is reflected in a substantially higher
ceiling on the operational deficit (defined as the PSBR net of the
inflationary component of interest payments on the domestic public debt).
Under the program, the operational deficit should not exceed 4% of GDP
(compared with 1.7% in 1986). Likewise, the PSBR ceiling of 16.6% of GDP is
slightly above the outcome in 1986. This is because the projected path of
inflation is expected to remain above 1986 levels through at least the first
half of 1987, thereby increasing nominal interest expenses on the public
internal debt.

43. The fiscal component of the program would be complemented by a
marked reduction in the growth of Central Bank net domestic assets (from 90%
in 1986 to 68% in 1987, relative to note issue); an exchange rate policy
which seeks to maintain the current narrow differentials prevailing between
the free and controlled rates, while defending the gains in international
competitiveness won last year; continued liberalization of foreign investment
rules, including extension of the benefits of debt-equity swaps to Mexican
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investors in priority sectors; continuing trade liberalization along the
lines of the program announced in April 1986; and public enterprise
restructuring. According to the program, gross reserve levels are planned to
increase by some US$5-6 billton, following two consecutive years of decline.
By the end of 1987, they would be equivalent to about 4 1/2 months of
imports. And the inflation objective is set at 85% on a 12-month basis.

44. In assessing the macroeconomic framework and its internal
consistency, it appears that the large and partly unforeseeable shift in
Mexico's foreign reserve position has altered the policy options. Reserve
accumulations could easily exceed the amount targetted in the macroeconomic
program by a wide margin, making it unlikely that the inflation objective
could be achieved. Additional policy responses are called for to forestall
the repetition of an outcome akin to that of the 1983-1985 period. Two
ueasures in particular seem fundamental: accelerating trade liberalization
and increasing public sector savings beyond the levels currently planned.

45. The three-year trade liberalization program which the Government
announced in July 1986 has been properly viewed as a structural reform,
mainly to improve the long-term efficiency of resource allocation. But in
the present circumstances, there are additional short-term benefits to be
derived from an acceleration of this program. By increasing imports, placing
a lower ceiling on the rate of price increases, and absorbing excess capital
inflows, a faster reduction of import barriers would help curb inflation,
benefit consumers and efficient tradeable goods producers, and relieve upward
pressure on the exchange rate.

46. In addition, a more active fiscal stance, aimed at raising the 1987
primary surplus by perhaps 1.5 - 2.0% of GDP above the level contemplated in
the IMF stand-by, will likely be needed to generate the increased domestic
savings that will finance the (non-inflationary) accumulation of reserves.
Tightening fiscal policy (preferably accompanied by accelerated import
liberalization) would relieve pressure on domestic financial markets and/or
the need for financing the deficit from the inflation tax. A third measure
would be to reduce central bank sales of short-term treasury debt. In this
way, a gradual decline in interest rates on domestic financial instruments,
could be managed, so as to deter further inflows of speculative short-term
capital. (The Government has already begun to act in thi.s area since April
1987). Fourthly, accelerating the on-going program of structural reforms,
with a focus on strengthening the long-term financial position of public
enterprises (e.g. through partial divestment, liquidation, or restructuring
of the seven large-scale non-oil state companies having a significant
budgetary impact), would set a clear direction toward reducing the burden of
the public sector on the private sector.

47. Open market operations might seem to offer a quick, straightforward
answer to the problem of excess liquidity. They could absorb excess
liquidity more easily and rapidly than fiscal contraction. But in the
absence of increased fiscal savings, open market operations place upward
pressure on domestic interest rates, thereby widening the yield advantage of
domestic over foreign assets. At a time when Mexico's balance of payments
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position is strong, financial markets are expecting at least a temporary
slowdown in the rate of peso depreciation, a factor which would reinforce the
impact of open market operations in widening the yield advantage of domestic
over foreign assets. This would only lead to more speculative capital, more
monetization, and new inflationary pressures. For the present, then, the
large overhang of external capital potentially seeking entry into local
financial markets seems likely to neutralize the effectiveness of
conventional monetary policy tools.

48. Lastly, absent any change in fiscal and trade policies, a passive
monetary stance, i.e., one which permitted present market forces to determine
the direction of interest rates and the exchange rate, could have deleterious
consequences. Upward pressure on the real exchange rate and downward
pressure on r-al interest rates, possibly for an extended period of time,
would result. The consequences for resource allocation, the opening of the
economy, a sustained reduction of inflation, and the balance of payments
could, ultimately, be severe.

49. The principal factors in restoring growth, then, would be (i) a
sustained decline of inflation via the policy measures discussed above,
(ii) stability in overall macroeconomic signals (especially the real exchange
rate), and (Mii) clear, sustained movement toward a more open trade regime.
With these ingredients, recovery could originate from the export-oriented
sectors, such as in-bond industries, tourism, and fresh vegetable production,
where investment and output have been growing rapidly since late 1985, and
spread to the rest of the economy.

Acceleratin Trade Liberalization

50. Beyond the macroeconomic arguments for accelerated trade
liberalization, a number of structural factors suggest 1987 could be the year
to complete this process:

(a) although only about half as large at the end of 1986 as at the end
of 1985, disparities in average implicit effective protection
remained wide across industries (from -82% to 22%), meaning
resource allocation remained significantly distorted;

(b) major private and public sector decisions on investment are
imminent;

(c) the highly favorable balance of payments and real exchange rate
positions minimize the risks of accelerated liberalization; and

(d) the negative effects on employment would likely be small in the
short-run, and become positive in the near-term as economic growth
and exports picked up.

51. Phasing out non-tariff barriers, except for those based upon
health, public welfare, or constitutional considerations (mainly oil), would
mean that imports competing with nearly three-quarters of domestic production
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official reference prices, r.any of which were lowered in February 1987, might
be eliminated immediately, rather than waiting until the end of 1987, as
currently planned.

Raising the Efficiency of Resource Use

52. The PAC's major emphasis on structural change reflects the
Government's belief that prospects for sustained growth will depend more than
ever on extracting progressively higher returns from available savings.
Trade liberalization has been appropriately accorded a central role. But the
Government is also well aware that new structural issues are coming to the
fore. As trade liberalization progresses, complementary reforms are becoming
more pressing. Examples include rationalizing industrial incentives while
restructuring key industrial sectors and state-owned enterprises, aligning
agricultural input and output prices to prevailing international levels,
reducing and streamlining regulatory interventions in marketing, investment,
production and pricing, reversing the process of financial disintermediation,
dealing with the portfolio weaknesses of the commercial and development
banks, and strengthening public sector management.

Rationalizing Industrial Incentives and Restructuring
State-owned Enterprises

53. For more than 30 years, industrial policy has sought to channel
resources into officially-preferred activities, regions, and firms.
State-owned enterprises, now employing a mtllion people and producing nearly
one-fifth of all goods and services, extended public sector control over the
production and distribution of many basic inputs. By their presence and
actions, they have defined the environment for complementary private sector
investment in sectors such as steel, sugar, petrochemicals, and food
retailing and distribution. The incentives system was also modified by
growing official intervention in price setting, marketing, and distribution,
as well as through subsidies, tax breaks, preferential credit schemes, sector
programs, external trade restrictions, etc.

54. During the 1950s, 1960s, and early 1970s, Mexico developed one of
the largest and most diversified industrial bases among developing
countries. When the stage of its industrial development was incipient and
the private sector weak, non-market incentives and control programs may have
played a constructive role in stimulating some infant industries. However,
as controls and incentives multiplied rapidly in the 1970s and the economy
became increasingly complex, important sectors of Mexican industry no longer
achieved improvements in factor productivity, so that growth resulted
uniquely from increases in the amount of factors employed, not from greater
efficiency. In essence, the long-term effects of having shielded the
industrial sector from competition, and of having widened the wedge between
international and domestic prices, resulted in extensive, rather than
intensive, growth. The opening of the trade regime, the easing of price
controls, and the initiation of far-reaching restructuring operations in many
state enterprises are a welcome start toward reversing this process.
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55. In regard to restructuring, the new Law on Parast3tal Entities,
enacted in 1986, offers the potential to modernize management of the
government-owned enterprises (GOEs) by authorizing the liquidation or
disposal of non-priority firms, greater autonomy with accountability for GOE
managers, and the physical, financial, and organizational reconversion of
large GOEs. Implementation of the law now involves clarifying at the
enterprise-by-enterprise level a nubber of pending issues, such as (i)
raising transfer prices to levels nearer international prices (e.g.,
PEMEX/FERTIMEX), (ii) accelerating action on the management reforms
incorporated into the debt transfer agreements reached between the federal
government and some enterprises (e.g., FERTIMEX, SIDERMEX, Azucar S.A. de CV,
and CONASUPO), (iii) establishing timetables for phasing out federal
government transfers to cover enterprises' operating losses, and (iv)
improving the capacity of state enterprises to self-finance a higher share of
their investment as part of multi-annual sectoral3 financing and policy
programs negotiated between the central administration and company
management.

56. In certain capital intensive sectors (e.g., urban transport, steel,
fertilizers, and sugar), public investments in the hundreds of millions of
U.S. dollars are planned for the next several years. In some cases (e.g.,
the plate steel phase of SIDERMEX II and planned new urea fertilizer plants),
it remains to be determined whether such investments are justified, either
from the standpoint of their profitability measured in international prices,
or their projected rates of return relative to urgently needed alternative
investments for rehabilitating basic infrastructure (highways and railways,
in particular) and improving human resources (education and job retraining).

57. Price controls have been rendered progressively less onerous for
businessmen, and more flexible. With some significant exceptions, such as
steel, controlled prices have been raised at a faster rate than inflati
since December 1982. Approximately three quarters of the product categori"
previously under strict price controls are now subject to more flexible
guidance. Nevertheless, as previously noted, an important share of non-oil
output remains under some sort of price control, which, as the economy is
increasingly exposed to outside competitive forces, is becoming anachronistic
and a threat to the successful implementation of other economic reforms. The
ability of certain key sectors, such as steel and agroindustry, to adjust to
this new competition will require the rapid elimination of price controls or,
at the very least, speedy adjustment of producer prices to international
levels, plus some margin to reflect the final level of planned tariff
protection.

58. In the area of taxation, the Tax Reform Act of 1987 should
gradually reverse the sharp decline in the share of corporate taxes relative
to GDP which has occurred since 1980. The new act accomplishes this through
base broadening and fuller adjustment of taxable income and deductions for
the effects of inflation. Collection efforts should likewise be strengthened
by new incentives for states and municipalities to tighten their tax
enforcement, and share in the additional proceeds. With respect to the
fiscal incentives regime (notably CEPROFIS), tax subsidies have been
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substantially reduced since 1981 to well under 0.5% of GDP in foregone
revenueso Given the distortionary effects CEPROFIS appear to have had on
past investment decisions (concentration of benefits in two dozen or so of
the largest companies operating in sectors traditionally protected from
imports), now might be the time to abolish them altogether.

59. Finally, systematic review of the regulatory environment for
product marketing and distribution, labor-management relations, domestic
content requirements, and other restrictive practices would almost surely
reveal ways to reduce business uncertainty and avoidable delays, while
promoting healthy competition.

Agricultural Reform

60. Substantial progress has been achieved in the past few years toward
improving price incentives to agricultural producers while phasing out most
subsidies to final consumers. Better incentives and favorable weather have
helped reduce imports of basic commodities by around half since 1980.
Nevertheless, price controls backed by quantitative restrictions (QRs) on
exports and imports, credit controls and input subsidies continue to distort
profitability and reduce efficiency. The elimination of most export and
import QRs, now covering nearly all basic agricultural commodities, would
strongly support the drive to raise agricultural exports. Raising producer
prices to international levels, plus a margin of protection afforded by a
tariff of, say, 20-30%, would bring currently negative levels of effective
protection for agriculture into line with those planned planned for industry,
thereby improving agriculture's internal terms of trade. Higher producer
prices, would obviate the need for subsidies to inputs of water, power, and
fertilizers, thereby reducing fiscal losses and discouraging waste.
Low-income consumers would need to be protected by targetted subsidies, but
mainly for a few basic commodities, like cooking oil and beans. (See also
the discussion of social issues below). Subsidies for the distribution and
retailing of agricultural commodities might also be phased out, particularly
pan-territorial shipping tariffs, which tend to crowd out potential private
sector competitors.

61. Institutional progress has also been made in reforming and decen-
tralizing the operations of the Ministry of Agriculture. The proportion of
public services delivered directly to farmers can still be greatly increased
through reductions in excess staff and improved incentives and training for
remaining employees. More research and extension workers need to be brought
into regular contact with farmers. Performance. bonuses, redeployment, and
improved training are needed to upgrade the skills of public extensioD
agents. And the role of farmers in planning, evaluating, and paying for
extension and research services, both public and private, could be
strengthened through farmer participation in local agricultural executive
councils (as is already being tried in the Northwest Region), and through
greater cost recovery. Finally, reforms in the credit policies of Banrural
and other agricultural credit institution!: to permit private as well as
public extension agents to supervise loans would introduce healthy
competition for technical support services.
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62. As for basic infrastructure, the operation and maintenance of
irrigation bystems could be improved throug!; better organization, increased
water charges, and better financing at the district levels. A multi-year
public investment program of high-return pro4ects is essential. Evaluation
and selection of irrigation projects have generally observed standards of
economic viability. In other areas, such as rural development, improved
systems for evaluating and monitoring investments are needed.

Financial Sector Reform

63. More than a decade of turbulent economic conditions has taken its
toll on Mexico's financial system. High and variable inflation, sometimes
inflexible interest rate and exchange rate controls, and uncertainty have led
to intermittent capital flight and disintermediation since 1972. Chronic
fiscal deficits and declining external credit availability have led to
drastic restrictions on the flow of credit to the private sector, which by
1986 was receiving little more than one-fifth of total credit flows.

64. The commercial banking sector faces increasingly serious portfolio
problems. Arrears cover over 6% of the loan portfolio, equivalent to roughly
three-quarters of commercial bank capital and reserves. In reality, the
problem may be even more serious. The volume of rolled over credits recorded
as performing loans is considerably larger than the equity of many banks.

65. Given the relatively low profitability of commercial banks (the
ratio of net profits to total assets was about 1.3% at the end of 1985),
there is little scope for fleibility in lending practices. Commercial banks
have sought to minimize credit risk through high collateral (sometimes up to
200% of the borrowed amount) and compensatory balance requirements (sometimes
up to 20% of the loan face value). Yet, with few exceptions, their systems
for analyzing the viability of projects being financed, and monitoring
borrower performance once the loan has been drawn down remain far from
satisfactory.

66. Like the commercial banks, since 1983 the 20 or so official
development banks have undergone a gradual process of consolidation, merger,
and restructuring, resulting in somewhat reduced overhead and personnel.
Nevertheless, many continue to face serious problems of portfolio quality and
internal management. They remain reliant on declining, but still
substantial, credit s'ibsidies (estimated at about 3.7% of GDP in 1986),
directing their lendable resources into preferred sectors and activities, as
determined by official guidelines.

67. Borrowers ineligible for preferred credit are obliged either to
self-finance (difficult in a recession), draw from foreign assets (a growing
trend in 1986/87), or tx pw from the costly free credit market, where
effective _ post annual~rase's on short-term loans were running 25 percentage
points or more above inflation as recently as last December. The equity
market is still in the early stages of development, and is limited to a few
well-known names. Venture capital funds, which could supplement high-cost
loan resources, do not exist as yet. Generally, the market for longer-term
financial instruments has shrunk significantly in recent years.



- xix -

68. As the lendable resources of banks declined in 1985-86, the stock
exchange, with 30 brokerage houses and four independent brokers, and an
informal inter-firm credit market have begun to offer competing financial
services, mainly in short-term commercial paper. The absence of margin
requirements and credit controls, and a less constraining regulatory
environment, have enabled firms with excess cash balances and the brokerage
houses to compete effectively with commercial banks.

69. Sustained and convincing progress toward restoring stable
macroeconomic conditions will, obviously, be a sine qua non for undertaking
structural financial sector reform. Of course, some measures, like
maintaining interest rates for savers at or above foreign rates adjusted for
devaluation, as monetary conditions indicate, would sustain the now rising
demand for domestic financial assets. (M5 rose at an annual rate of more
than 20 percent in late 1986 and early 1987 after declining by 16% earlier in
the year.) Other practical structural steps -- like the reductions in credit
subsidies and the closure or merger of non-viable banks -- have been underway
for several years and need to be continued.

70. Greater transparency in the management of credit subsidies might be
accomplished through a national system of accounting, control, targetting,
and budgetting, and through agreed timetables during which financial
intermediaries would be expected to achieve acceptable targets for portfolio
cost recovery. A reduction of official credit controls could be phased in as
credit subsidies were phased down. Parallel efforts would be needed to deal
with the weakened financial condition of many borrowers and to expand the use
of lending instruments--such as loans with interest capitalization features
--more suited to an inflationary environment. Financially-weakened borrowers
with healthy long-term prospects may need comprehensive restructuring
packages, including debt/equity swaps, the lengthening of maturities on
existing loans, fresh working capital, and resources for investment in new
capacity or modernization of existing fixed assets. The regulatory
authorities could also urge- banks to clear their backlog of non-performing or
sub-par loans.

Public Sector Wanagement

71. The pace of improvements in budgetary and public investment pro-
cesses has picked up in the course of preparing the 1986 and 1987 budgets.
Ministries and agencies are being asked to rank expenditure proposals by
priority, to identify investments which would become operational during the
current fiscal year, to propose investments over a two-year period, and to
compare and analyze the level of appropriations versus actual outlays over
the preceding two fiscal years. Monthly and quarterly spending ceilings are
being set to comply with fiscal goals. And budgetary procedures for
externally-financed development projects have been reformed to give
implementing agencies a stronger incentive to request rapid drawdowns of
funds available from abroad.
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72. As experience is gained with these procedures, other steps should
be considered. For example, multi-annual investment budgetting could be
extended over a longer period. Clear, uniform standards for project
preparation and evaluation, backed by more technical support and training for
project analysts, would strengthen project analysis. (A centralized fund for
project preparation might offer real incentives for the adoption of these
procedures). Effective high-level oversight of federal projects requires
greater comparability of data (at least within sectors) on anticipated
economic rates of return, projected cost/benefit ratios, past performance,
financing plans, etc. Finally, the duplication of project responsibilities
between various secretariats and ministries (such as in ports) requires major
attention.

Reassessing the Policy Framework for its Social and Employment Effects

73. Steady, determined execution of the growth-oriented adjustment
program will be the most important contribution the Government can make
toward improving the well-being of the poor. When inflation is brought down
significantly, it is the poor whu benefit because, unliA;e the affluent who
find ready alternatives to cash, the poor have few means to protect their
meager earnings from the ravages of inflation. Secondly, to the extentthat
the public sector's borrowing requirements are reined-in, more and cheaper
credit for the private sector will speed recovery and the generation of
productive employment for the poor, who are often the first fired and last
hired. Thirdly, a shift toward outward-oriented growth seems likely to favor
export activities, which studies have shown are 35-40% more labor-intensive
on average than industries which serve mainly domestic markets.

74. Nevertheleso, the sharp deterioration in Mexico'3 international
terms of trade, as well as the costs of dealing with the consequences of the
1982 economic crisis, may have led to some worsening of the situation of the
poorest, in absolute, if not in relative terms. Between 1980 and 1986, real
per capita GDP declined by approximately 10%, and real per capita consumption
by 13%. Wage earners, including the urban poor, were among the hardest hit,
having seen their remuneration as a share of GDP decline by about one-fifth.
In rural areas, where relative poverty is most serious, the effects of the
recession may have been attenuated by the somewhat stronger performance of
agriculture (1.4% average annual growth during 1983-1986, compared to -0.7%
for the economy overall).

75. In various ways, the present Government has sought to alleviate the
impact of recession and adjustment on the economically disadvantaged.
Between 1983 and 1985, while overall public spending on goods, services, and
investment was falling dramatically in real terms, spending on education,
health, and social security as a share of non-financial public outlays
actually increased slightly from 22.7% to 25.3%. Some social indicators also
continued to improve, such as the rate of literacy, public health service
coverage, and the number of social security beneficiaries. Despite the
devastating effects of an earthquake, the number of public hospitals rose by
70, and the number of subsidized school lunches by 34% to over 200 million
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annually. Extension of the network of piped water and sanitation facilities
benefitted an additional 8-10 million inhabitants, while the rate of new
housing construction increased by 50%. Still, as in many countries which
have faced severe fiscal constraints, public sector social spending at the
national level has declined as a proportion of GDP since 1982. Furthermore,
the most redistributive expenditures within education and health (i.e., those
for pre-primary and primary education, and for low-income health programs)
have declined more than expenditures on higher education and health services
benefitting primarily middle-income groups.

76. This trend toward reduced outlays on social services can be halted,
or even reversed, while remaining within overall constraints on public
spending. A significant reordering of public policy and spending priorities
would be needed, but in ways which would not necessarily interrupt
adjustment, nor postpone the recovery of growth.

77. Past experience with public policy management in Mexico and in many
other Latin American countries suggests two pertinent observations:

(i) As the sphere of public sector involvement expanded rapidly in the
1970s beyond health, education, nutrition, basic infrastructure,
and other traditional areas, the efficiency of the state action in
new areas, like manufacturing, was increasingly questioned. The
associated shift in budgetary priorities and eventual constraints
on further public sector expansion resulted in a crowding out of
public spending on social and other traditional government
functions. (For example, despite an increase in the share of
public spending on social objectives since 1982, in absolute
terms, real per capita social expenditures in Mexico have declined
by about 30%.).

(ii) While the -oor undoubtedly benefitted from some kinds of public
spending (and Mexico's sharply improved social indicators over the
past 15 years bear witness to this fact), middle and upper income
groups gained the most. First, public employment expanded hugely,
benefitting mostly higher skilled individuals. Secondly, global
government subsidies for electricity, fuel, food, housing, and
credit flowed mainly to middle and upper income groups, which were
their principal consumers. Thirdly, educational expeaditures were
slanted heavily toward secondary and university education, while
the quality of primary education, especially in rural areas,
suffered severely for lack of resources. Fourthly, the
coverage of the social security pension system expanded, as
earlier noted, but remained heavily focussed on the relatively
better off inhabitants of the cities.

78. Hence, the scaledown of the public sector now underway represents a
watershed -- an opportunity to refocus public policy on doing a better job in
the traditional areas, while allowing more scope for the private sector to
lead in the expansion of production activities. Some further cuts in public
spending are still achievable through reductions in untargetted subsidies, in
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public investment projects of questionable economic rationale (admittedly far
fewer than previously, but still to be found), in the number of public
employees, and in transfers to money-losing state enterprises. There is also
scope for further increasing public revenues through sustained improvements
in tax administr -ion and base broadening, and through the continued
replacement of quantitative import restrictions with moderate tariffs. These
changes could render feasible gradual increases in spending on social
services and basic infrastructure, while allowing the real budgetary deficit
to decline.

79. However, an increase in social spending would be of little avail if
not matched by efforts to improve the efficiency of social programs. For
example, as global subsidies are phased out, targetted subsidies could be
phased in:

(i) for food, through a program of food stamps distributed through
CONASUPO's rural and peri-urban stores located in low-income
neighborhoods (DICONSA and LICONSA), through the poverty-oriented
health programs (COPLAMAR and PRODIAP), and, possibly, through
the subsidized school lunch program. A comparatively modest
increase in food subsidies would bring major benefits to the
poorest, if they were carefully targetted. For example,
preliminary World Bank staff work suggests that, if funding for
the food stamp program could be raised from the current US$60
million to around US$250 million annually (about 0.2% of GDP),
and overhead could be held to a minimum, this might be sufficient
to raise the food purchasing power of the poorest 16 million
people in Mexico to about the level of 1983, i.e., before food
subsidies were phased out. Permitting the stamps to be used to
purchase a broader variety of foods important to the diet of the
poor, such as beans, eggs, bread, and vegetable oil, would also
be preferable to the current tortilla-based system. One reason
is that the rural poor generally do not purchase
commercially-prepared tortillas, and thus have scant use for the
current food stamps. Nor are the rural-based poor likely to be
reached in large numbers by the present distribution system,
which is urban-centered and, in part, targetted on less needy
beneficiaries.

(ii) in housing, about 85% of all credit subsidies are presently chan-
neled into the PFV-FOVI and payroll fund programs, which
principally benefit middle-income families. The elimination of,
or substantial cutbacks in, these subsidies would permit
expansion of housing programs for the poor (preferably through
rent supplements rather than new credit subsidies, which
experience has shown are nearly impossible to target).

(iii) in utilities, such as water and electric power, through so-called
"lifeline" rates, which would differentiate more sharply than at
present between small volume (and generally poorer) consumers and
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others. By placing a low ceiling on the levels of consumption
which would qualify for a subsidy, costs and waste should be
containable within acceptable limits. And while cross
subsidization is admittedly a sub-optional solution, given the
severity of extreme poverty and the scarcity of budgetary
resources, it may be the least objectionable and most feasible
method of protecting access to basic services. Since rates
charged to large-scale consumers are still quite low by
international standards (despite the increases of recent years),
there may be further scope to act in this direction.

(iv) in fuels, through subsidized sales of heating gas, which is the
only fuel for which the poor have a high demand, channelled
through distributors in low-income neighborhoods, while other
consumers would be asked to pay full price.

80. A shift in educational expenditures toward pre-primary, primary,
and secondary education would be another step of major benefit to the
poorest. Their social rate of return is much higher than the return on
university education. In fact, ten primary school pupils can be trained for
the cost of one university student. And, at the university level, only one
out of six university students at the largest state university (UNAM), for
example, was found to have come from a family with income falling below the
official poverty standard, while a far larger proportion of elementary
students are in that category. Recently, the Government sought to introduce
tightened entrance requirements in an effort to curb the growth of
expenditures on higher education. Gradual increases in tuition charges would
also be desirable. For qualified lower income students, the impact of these
adjustments could be alleviated at a comparatively modest cost through a
targetted program of scholarships and student loans. The newly-generated
resources could be applied to primary education, especially in rural areas
where so much remains to be done. One Bank of Mexico study estimated that if
tuition fees at UNAM were raised in real terms closer to those prevailing at
private institutions of higher education, the University would run a
considerable surplus instead of the present deficit, which absorbs nearly
one-tenth of the national educational budget.

81. In the area of health, there is substantial room for increasing
user fees on an ability-to-pay basis, as well as deductibles and co-payments
among the insured. Currently, user fees provide only about 1% of total
health service revenues. States and municipalities, which under the
decentralization program are assuming a major responsibility for public
health care management, could strengthen their support by raising currently
low property and other local tax rates, and channeling some of these
incremental revenues into the rural and poverty-oriented COPLAMAR basic
health care system. There would also appear to be some scope for expanding
the coverage of COPLAMAR (and PRODIAP) services through improvements in
efficiency. For example, reduced reliance on expensive medical specialists
and advanced technology would permit greater emphasis on low-cost outreach
services staffed by para-medicals and trained community leaders.
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82. Searching for ways to enhance the tax system's impact on the demand
for employment would also be desirable. Some features of the system, such as
payroll taxes and accelerated investment depreciation allowances, appear to
penalize the use of labor inputs and/or provide excessive implicit subsidies
to capital. However, a resolution of these issues will require more study,
since an effective tax system must also generate revenues efficiently,
especially during the present period of austerity. In the short-run, more
experimentation with efficient labor-intensive methods of executing public
works also could be of benefit to the underemployed.

83. Finally, there is an urgent need to develop improved informational
systems, including key indicators of poverty, basic health, nutritional, and
educational trends, and a closer monitoring of the results being achieved in
public social programs. (For example, the delay in releasing the National
Survey of Household Income and Expenditures of 1983-84 has deprived nutrition
policymakers and the informed public of a potentially valuable tool for
determining how to target food subsidies more effectively.) In this way, the
Government would be better equipped to adopt timely measures ensuring that,
that, at the very least, there is no backsliding in the delivery of basic
services to the poorest. For instance, textbooks, drugs, and the like are
very small items in the budget. Yet shortages of these items can cripple
whole segments of delivery systems.

Nedium Term Macro-economic Prospects

84. The implications of the major macro-economic policy options
available to the authorities can be illustrated by three scenarios. These
scenarios should not be construed as attempts to predict the future, but
rather as devices for highlighting quantitatively the effects of different
policy mixes. All of the scenarios operate under common assumptions about
the international environment, namely that world economic growth will remain
sluggish (2.0-2.5% annually in the OECD countries), that after a temporary
acceleration of international inflation in 1987, it will subside to the 4%
annual level during the remainder of the decade, and that interest rates, as
represented by the LIBOR, will remain stable at around their average levels
of 1986. Average oil export prices are projected at about US$15/barrel in
1987, and then rise in line with world inflation through 1990. Finally, it
is assumed that no significant, "across-the-board" protectionist measures
will be taken against Mexico's exports, although isolated incidences may
continue. Needless to say, the uncertainties about the international outlook
must be taken into acLount in the subsequent discussion of the scenarios.

85. Although each scenario entails assumptions about changes in a broad
range of domestic policy tools, in their simplest terms, they reduce to a
consideration of three alternatives: emphasiring accelerated trade
liberalization (Scenario I), emphasizing a stronger fiscal effort (Scenario
II), or (Scenario III) continuing the policy mix in effect during the early
months of 1987.
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86. In general, the analysis concludes that the first two scenarios are
viable, albeit with some differences in outcome, while the third scenario
probably is not. In the first scenario, a telescoping of the three-year
trade liberalization program into the second half of 1987, accompanied by a
fie'lal program in line with the stand-by agreed with the IMF, would likely
produce the best trade-off between steadily recovering output growth (to 5-6%
annually in 1989-90) and the path of inflation, which could slow sharply (to,
perhaps, the 30-40% range in 1988). At the same time, the balance of
payments, supported by an exchange rate close to the real level of the end of
1986, would remain strong. Despite a sharp rise in anticipated real import
growth to nearly 10 percent annually, the trade balance surplus would hold at
around 5% of GDP through 1990, since non-oil exports would grow at similar
rates. The spread between domestic and foreign interest rates adjusted for
devaluation would continue to narrow, easing the rate of capital repatriation
from the private sector. Lastly, external financing requirements would
decline to less than US$1 billion in 1989-90.

87. The second scenario assumes a deeper fiscal adjustment (an
improvement in the non-oil primary fiscal balance about 1.5% of GDP more than
is foreseen in the Government' s current program), but a trade liberalization
program in line with the program announced by the Government in July 1986
(i.e., removal of the quotas covering an additional 9% of domestic final
demand, the elimination of import reference prices, and the second-stage
reduction of the tariff ceiling to 35% during 1987, followed by additional
quota and tariff reductions in 1988). The additional fiscal effort of 1.5%
of GDP would likely be several orders of magnitude smaller. than private
sector repatriation of capital plus the current account surplus now
accumulating in reserves at an annual rate of 8-9% of GDP. So some
appreciation of the real exchange rate (10-15% in 1987) Is also assumed. The
combined effect of a slowdown in net export growth and more restrictive
fiscal policies would likely mean a slower economic recovery vis-a-vis the
first scenario (3-4% vs. 4-5% per annum during the 1987-90 period). Heavier
reliance on restrictive demand management policies to reduce inflation, as
opposed to policies expanding the supply of goods, suggests that progress
against inflation would be somewhat slower than in the first scenario. As in
the first scenario, the balance of payments would remain strong, although the
reduction in ne. external funding requirements would be more gradual,
declining to perhaps US$2 billion annually in 1989-90.

88. Finally, in Scenario III, it is assumed that fiscal effort would be
slightly below the rate of improvement in the non-oil primary balance
targetted in the current stand-by (by about 1% of GDP), while the trade
liberalization program would be in line with current plans (see Scenario II
above). Output growth might pick up to about a 3 percent rate in 1987, in
line with Scenario I and higher than in Scenario II. This growth would be
supported, not by higher export or investment growth, but mainly by higher
consumption. However, inflation would accelerate during 1987, and the
exchange rate, propped up by the surge in capital inflows, might appreciate
by 5% or so in real terms. In 1988-90, inflation could accelerate to
unsustainable levels, precipitating a highly overvalued exchange rate,
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balance of payments difficulties, and by the end of the decade, a marked
slowdown in growth. External financing needs, which are projected to be
highest in the third scenario, would be unlikely to be met, necessitating
corrective policy adjustments before the end of the decade.

89. There is no suggestion that any of these scenarios is more likely
than any other. Since the Government is considering further policy steps to
cope with inflation, Scenario III has no particular significance.
Nevertheless, the presentation of these scenarios is intended to highlight
the critical variables and policy alternatives in the current situation, and
to underline the positive consequences of prompt additional action.



CHAPTER I

ArTER THE OIL KXPORT BOOK:
WEASHIO)ING A STRATEGY FOR DEVMEPMUET

1. Since the eruption of Mexico's financial crisis in August 1982,
there has been a growing recognition, both inside Mexico and internationally,
that a return to sustainable growth would require not only stabilization of
the economy, but also far-reaching structural reform. This perception gained
ground after Mexico's original adjustment program faltered in 1985, and
became a central issue following the collapse of international oil prices in
early 1986. The accelerating pace of the Government's stabilization and
structural reform efforts since mid-1985 reflects a recognition of the
urgency of maintaining a high level of policy effort.

2. As is customary in Bank economic memoranda, the focus of this
report is on Mexico's internal efforts to overcome the macro-economic crisis
of 1982 and lay the groundwork for a new, outward-looking development
strategy. Nevertheless, it is well to recall that, virtually from the
beginning, this adjustment process has been carried out under external
conditions unfavorable to a degree not witnessed since the Depression of the
1930s. Mexico's leading export, oil, has declined by nearly two-thirds in
price since 1981, precipitating a 44% decline in the country's international
terms of trade through 1986. Simultaneously, international interest rates
were reaching their all-time peak in 1981, and, corrected for the decline in
Mexico's export prices, averaged over 202 annually in real terms over the
next five years.1/ Moreover, from the second half of 1982, voluntary
lending to Mexico halted abruptly, after having sustained a steep upward
trend over the preceding decade. Net capital inflows, excluding private
short-term capital and errors and emissions, declined precipitously from
US$23 billion in 1981 to US$0.4 billion in 1986, despite three concerted
financing efforts in 1983, 1984-85, and 1986. Thus, the pro-cyclical
character of capital flows, particularly from private foreign creditors,
aggravated the internal financial crisis and constituted an additional factor
to which Mexico had to adjust.

3. Such a radical drop in external financing would have been difficult
to handle under any circumstances, but in this case its negative effects were
compounded by sizeable increases in net factor payments abroad. After rising
by 54% in 1981, these payments peaked at US$12.5 billion in 1982, and have
oscillated between US$7.5-10.0 billion annually since then. Taking into
account total medium and long-term capital inflows of US$17 billion, in net
terms, Mexico transferred resources abroad amounting to approximately US$31
billion during the 1982-1986 period (always excluding the impact of
short-term private capital movements and errors and omissions). As a share
of GDP, these net transfers were equivalent to about 4% of GDI', absorbing

1/ To illustrate, the interbank offer rate on 6-month euro-dollar deposits
averaged nearly 10 per annum during the 1982-1986 period, while
Mexico's export prices, using 1981 product weights, declined by 10.7% a
year. A straightforward computation yields an average real interest
rate of about 23% per annum for this period.
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about 15% of domestic savings and nearly one-quarter of export earnings. To
cite one well-known historical case, these transfers were about 1.6 times
larger in relation to national income than the war reparations paid by
Germany after World War I, and double Germany's effort in relation to
exports. To accomplish this transfer, Mexico generated a cumulative trade
surplus of US$48 billion over the last five years, equivalent to 6.3% of
GDP. This was proportionally more than three times the trade surpluRes
generated by Germany during 1929-32, when the pressures of its war
reparations reached their peak.

4. The size and the protracted nature of these outward transfers of
resources, against the backdrop of particularly unfavorable world economic
conditions (including an exceptionally slow world economic recovery and the
growth of protectionism), have severely complicated Mexico's efforts to
achieve a successful, growth-oriented, structural adjustment process. The
transfers have siphoned off domestic saving, thus contributing to the growing
gap which has emerged in recent years between Mexico's rising domestic
savings effort and its sharply falling investment coefficient.

5. In the following pages of this chapter, a review of the key policy
recommendations of the previous country economic memorandum (CEM), an
overview of recent economic developments in Mexico, major policy
achievements, the new growth-oriented adjustment program, and longer-term
economic issues is provided. Subsequently, Chapter II sketches the main
social costs of the financial crisis and its aftermath, suggesting a number
of measures needed to improve the living standards of the poorest, while
respecting the constraints imposed by the stabilization program.

Deve_4R _ts Since the List Country Economic dum

6. The last country economic memorandum was distributed in May 1984
(Report 4996-ME). It reviewed the events leading up to the financial crisis
of August 1982, 4dentifying as fundamental causes of that crisis: (i) the
premature termination of an ongoing but incomplete stabilization program in
1977; (ii) a reversion to public sector-led expansionary demand policies,
which absorbed Mexico's burgeoning oil, export revenues and large additional
amounts of external finance; (III) the policy decision to defend an
increasingly overvalued peso during 1980-1982 through additional massive
external borrowing, which resulted In a loss of international competitiveness
in non-oil sectors of the economy, a growing trade and current account
imbalance, capital flight, and a balance of payments crisis; and (iv) the
deterioration of previously favorable external growth, interest rate and
terms of trade conditions from 1980 onward.

7. The Government which assumed power in December 1982 undertook major
and immediate efforts to redress the critical economic situation. A three-
year Extended Fund Facility (EFF) program was promptly concluded with the
IMF. The 1984 CEM noted that considerable progress had been achieved during
1983, as the fiscal deficit was halved, inflation was trending strongly
downward, external debt rescheduling had been handled in orderly fashion,
external reserves partially rebuilt, and signs of a private sector recovery
were becoming clear. Nevertheless, the report noted that much remained to be
done, with special emphasis on the need to:



- 3 -

(i) complete the stabilization process, particularly via further
reductions in the fiscal deficit;

(il) boost non-oil export earnings, so as to reduce Mexico's reliance on
foreign borrowing and improve the country's credit standing;

(iii) rely in the future on a strategy of private, rather than public
sector-led growth, with particular attention to improving the level
and stability of trade incentives to industry and agriculture
through import liberalization and realistic exchange rate policies;
and

(iv) the adoption of coordinated policies to boost employment and to
reduce perverse incentives for capital-intensive development,
mainly through appropriate adjustments in wage, interest rate, and
public sector investment policies. i

8. These policy recommendations continue to be relevant mid-1987*
Of course, additional issues have now emerged, such as devising a strategy
for coping with the aftermath of Mexico's largely successful adjustment to
the collapse in oil export revenues during 1986, including substantial
foreign reserve accumulations and associated inflationary pressures. But,
the recommendations of the 1984 CEM provide a useful starting point for
reviewing how the Government dealt with the crisis after 1983.

omqpletion of the Stabilization Process

9. Table ..1 provides a summary overview of the macroeconomic balances
leading up to the 1982 crisis and in the years which followed. Two points
deserve special note. First, the public sector, which was a net saver
generating a current surplus equivalent to nearly 2% of GDP in 1980, had by
1982 become a net dissaver of considerable magnitude (7.8% of GDP). Public
sector investment was maintained at an elevated level (10.8% of GDP on
average), so that the net financing requirements of the public sector
(investment-saving gap) grew rapidly from 7.6% of GDP in 1980 to nearly 18%
in 1982. Secondly, to finance this gap, the public sector called upon both
domestic private and foreign savings. Already saving at levels exceptionally
high by international standards (22-24% of GDP), domestic private savers were
induced to increase resource transfers to the public sector, resulting in
sharp reductions in private investment, which plunged from 19% of GDP in 1980
to around 11% in 1982. This was, doubtlessly, a major factor behind the
abrupt slowdown in real economic growth, which declined from 8.3% in 1980 to
-0.6% in 1982. However, public sector financing requirements surpassed what
even the domestlc private sector could provide, leading to a growing reliance
on foreign savers to fill the gap. As measured by the current account
deficit, foreign saving financed nearly one-fifth of gross domestic
investment in 1981-82, compared with roughly one-seventh in 1980.

10. The major progress achieved during 1983 in lessening the macro
economic imbalances, is evident from Tables LI - I.3. An increase in
current government revenues, on the order of 4% of GDP, reflected mainly
higher export revenues from the state oil company and increases in domestic
value-added and oil taxes. A decline in current public expenditures of over
3% of GDP was made possible through reductions in subsidies, salaries, and



Table 1.1: MEXIC0: MACROECONOMIC BALANCES, 1980-1986
(Percentage of current GDP)

1980 1981 1982 1983 1984 1985 1986

1. Foreign Savings
Current Account Balance -4.2 -6.7 -3.4 3.7 2.5 0.4 -1.0

2. Private Sector
2.1 Gross Domestic Investment 19.2 16.0 11.3 12.3 14.1 15.2 13.6

2.1.1 Fixed Investment 15.2 12.7 12.3 9.4 11.2 10.0 n.a.
2.1.2 Change in Stocks 4.0 3.3 -1.0 2.9 2.9 5.2 n.a.

2.2 Gross National Savings !I 22.6 23.9 25.6 24.4 23.8 24.6 27.7
2.3 Investment-National Savings -3.4 -7.9 -14.3 -12.1 -9.7 -9.4 -14.1

3. Public Sector
3.1 Gross Domestic Investment 9.4 13.2 9.9 8.0 7.5 6.1 5.3
3.2 Gross National Savings 1.8 -1.4 -7.8 -0.4 0.3 -2.9 -9.8

3.2o1 Current Revenues 28.0 28.0 29.8 34.1 33.0 32.5 30.8
3.2.2 Current Expenditures 3 -26.2 -29.4 -37.6 -34.5 -32.7 -35.4 -40.6

3.3 Investment - National Savings 7.6 14.6 17.7 8.4 7.2 9.0 15.1

4. Public and Private
Investment-National Savings 4.2 6.7 3.4 -3.7 -2.5 -0.4 1.0

MemDrandum Item:
Share of Gross Domestic Investment 14.7 22.9 16.0 -18.2 -11.6 -1.9 5.3
Financed by Foreign Savings (X)

1/ Includes involuntary savings (inflation tax).
2/ Includes interest payments on public debt.

Sources: Secretariat of Finance and Public Credit; Secretariat of Programming and Budget;
IF, and IBRR staff estimates.



Table 1.2: MEXI: KEY MAkCRE0E(DWiIC INDICATORS, 1980-1986

1980 1981 1982 1983 1984 1985 1986
(Prel.)

Growth
Real GDP Growth (Z) 8.3 8.0 -0.6 -5.3 3.7 2.8 -3.8

Inflation
GDP Deflator (Z) 28.7 277.2 61.2 92.1 61.8 54.4 77.7
CPI Index (year-end %) 29.8 28.7 98.9 80.8 59.2 63.7 105.7

Fiscal
Public Sector Borrowing
Requirement (% of GDP) 7.9 14.4 18.4 9.9 8.6 9.9 16.1
Operational Balance (Z of GDP) 1/ -5.2 -11.3 -7.2 1*2 1.0 -0.8 -1.7
Primary Balance (% of GDP) 2, -4.0 -9.4 -5.1 5.1 5.0 3.3 2.3

MDnetary Aggregates
Owrrency and Notes (X of GDP) 4.6 4.8 5.4 4.0 3.9 3.8 4.0
Financial Saving8 U5 (% of GDP) 31.9 34.7 38.7 34.7 34.7 32.5 37.7

Balance of Payments
Resource Balane (Exports less Imports of -4.3 -6.1 6.0 14.3 13.9 9.2 5.7
Goods and Non-factor Services in US$b)

External Debt
Net Interest Payments on External -5*1 -8.1 -10.9 -8.9 -9.7 -8.5 -7.2
Debt (US$b) 3/
Net External Financing to 4.8 17.8 6.8 4.7 2.2 0.4 -0.1
Public Sector (US$b) U,
Total External Debt (US$b) 51.4 75.0 89.6 93.1 96.2 97.4 101.0 a

Foreign Reserves
Value (in USM billions) 3.8 4.8 -2.0 3*5 6.5 3.1 2.0
Import Cover of Net Official Foreign 1.8 1.8 -1.2 3.3 4.8 2.0 1.5
Reserves (months)

labor Markets
Formal Employment (Millions) 18.8 20.0 19.9 19.6 20.1 20.3 19.9
Labor Force (millions) 20.0 .20.7 21.4 22.2 23.0 23.8 24.7
Employment Gap (2) .j 6.0 3.4 7.0 11.7 12.6 14.7 19.4

1/ Defined as the public sector borrowing requiremnt net of the inflationary component of interest payments on the
domestic public sector debt.

2/ Defined as the balance between public sector revenues and non-financial outlays (i.e., excluding payments of
interest on the public debt and exchange losses).

3/ Gross interest payments on external debt Amnus interest earnings on foreign exchange-denominated assets.
71 Workers who are either employed in the informal sectors of the economy, are presumed to have emigrated,

or are unemployed. Calculated as a percentage share of the labor force.

Sources: Secretariat of Finance and Public Credit; the Secretariat of Programing and Planning, the Central Bank,
the IMF; and IBRD staff estimates.



Table I. 3: MEXIC0: KEY INCENTIVES INDICATORS, 1980-1986

1980 1981 1982 1983 1984 1985 1986
(est.)

1. Real Effective Exchange Rate 1/
Index (1976-81 100) 93.4 82.9 109.9 129.8 110.4 107.9 148.9
Annual change (X) - -12.2 32.6 18.1 -14.5 -2.3 33.0

2. Real Interest Rates (X)
Three-month Treasury Bills 2/ 3.5 5.2 -23.5 -2.3 2.5 9.2 15.4
Preferential Mortgage Loans -13.1 -12.1 -30.1 -40.7 -27.7 -24.2 nMa.

3. Index of Real Wages (1980-100)
Minimum Urban Wage 100.0 101.6 91.9 75.4 69.8 69.0 63.5
Manufacturing Salary & Benefits 100.0 103.5 104.9 80.7 75.5 76.2 71.2

4. Ratios of Domestic Guaranteed Agricultural
Prices to International Prices 5/

Corn 1.56 1.58 1.29 1.14 1.40 1.28 1.05 3/
Soybeans 1.17 1.54 1.08 0.96 1.17 1.24 0.853/
Sugar 0.22 0.69 0.97 0.62 1.28 1.61 0.854/
Rice 0.63 0.77 0.77 0.83 1.03 1.00 0.74 3/
Wheat 0.83 1.00 0.72 0.88 1.00 0.82 0.84 4/

Sources: IMF: and IERD staff estimates.

1/ Changes in the real average annual level of the controlled rate.
2/ Annualized ex post end-year zate deflated by the trailing 3-month movement in the Consumer Price Index.
3/ November 1986
4/ April 1986
5/ CIF, landed
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foreign exchange losses (equivalent to 5% of GDP), which were partially
offset by increases in interest payments. Investment was also cut back by
about 2% of GDP. Altogether, these measures lowered the public sector
investment-savings gap to around 8% of GDP in 1983, i.e., less than half the
level of 1982. All of this gap was financed by the private sector. In
addition, the equivalent of nearly 4% of GDP was transferred to the external
sector to cover service of ovet US$90 billion in external debt and to rebuild
foreign reserves, which had been nearly exhausted by the end of 1982.

11. The pressure on the balance of payments was eased by a tightening
of fiscal policy combined with large step-wise adjustments in rates of peso
depreciation during 1982-83. The so-called "controlled" rate was devalued by
a cumulative 57% depreciation in real trade-weighted terms, while the rate
for financial transactions was devalued by an even greater margin (see
paragraph 27 for an explanation of the dual exchange rate system). These
devaluations, together with tighter import restrictions and monetary policy,
and the contraction of domestic aggregate demand, markedly improved the trade
balance and sharply reduced capital flight (Tables I.4 and 1.5). Interest
rate ceilings were raised sufficiently to offer domestic savers a large
premium over foreign-currency denominated savings instruments, when corrected
for movements in the "financial" exchange rate. However, they remained
highly negative in real terms.

12. The magnitude of the crisis had required the adoption of measures
bearing a high near-term economic and social cost - twelve-month inflation
having remained above 80% for the second consecutive year, and the employment
gap2/ rising to nearly 12% of the labor force, even as the level of average
real wages was falling by one quarter, and output by more than 5%. But by
the end of 1983, the economy appeared to be well launched toward its goal of
sustainable, low-inflationary growth, and toward renewed access to voluntary
international finLance.

13. The economic stabilization program remained in force throughout
much of 1984, but began to lose momentum as the end of the year approached.
The public sector investment-savings gap (roughly equivalent to the
"economic" fiscal deficit) declined further to 7.2% of GDP, although the
deficit was larger than the target fixed in the Extended Fund Facility
Program (EFF). Current revenues slipped slightly to 33% of GDP as a
consequence of a decline in world oil prices, but this was mre than offset
by a decline of 1.8% of GDP in current spending. Although declining from 92%
in 1983 to 62% in 1984, inflation remained far above the EFF target for the
second year in a row.

14. Several factors accounted for the slowness of the decline in
inflation, beyond the persistence of a significant fiscal deficit. Interest
rates gradually shifted in 1983 from highly negative to mildly positive real
levels in early 1984 (Table I.3), but at a pace which proved inadequate to
sustain a recovery in financial savings. Massive foreign reserve
accumulations stemming from the rapid improvement in the trade balance

2/ Defined as the difference betwen the number of workers considered as
employed in official statistics and the size of the labor force,
expressed as a percentage of the latter.



Table 1.4: MEXI00: KEY EXTERNAL TRADE IDICATORS, 1980-1986
(1980 = 100)

1980 1981 1982 1983 1984 1985 1986
(est.)

1. Volume Index of Major Exports (1980=100)
Petroleum Products 100.0 128.9 167.9 177.7 180.1 170.4 148.0
Services 100.0 104.3 117.9 128.0 141.3 123.7 133.0
Manufacturing 100.0 114.2 95.8 159.0 192.2 186.4 223.7
Agriculture 100.0 109.3 106.5 99.5 110.5 110.9 198.0

2. Export Shares (X)
In World Trade 0.8 1.1 1.2 1.3 1.4 1.3 n.a.
Industrialized Country Imports 1.0 1.3 1.6 1.7 1.7 1.7 n.a.

3. Manufactured Exports (X)
Real Growth Rate (%) - 14.2 -16.9 65.9 20.9 -3.0 20.0
Value as Share of Total Exports (%) 11.8 11.0 9.3 14.0 16.1 16.9 27.5

4. Merchandise Imports 100.0 99.9 68.3 39.5 50.3 59.0 51.5
Real Grownth Rate (%) - -0.1 -4] 6 -42.2 27.3 17.3 -12.7

5. Commodity Terms of Trade (1980=100) 100.0 105.3 94.5 87.2 86.0 81.0 58.9
Annual Change (Z) - 5.3 -10.3 -7.7 -1.3 -5.9 -27.3

Sources: Appendix Table 3.3.3; Central Bank of Mexico; Secretariat of Agriculture; CONASUPO;
the IMF; and World Bank staff estimates.
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exacerbated the problem of excess liquidity. An unexpected resurgence in
private sector activity during the last quarter of 1984 reinforced the
pressures for higher price increases stemming from monetary and fiscal
factors. Domestic demand was still bottled up by severe import controls,
with quantitative restrictions never covering less than 83% of all imports.
Even so, from mid-1983 through mid-1985, inflation was repressed by the
rapidly appreciating real exchange rate. But by the last quarter of 1984,
the exchange rate was also repressing non-oil export growth, and stimulating
a resurgence of capital flight. Hence, as economic growth and job creation
accelerated (Table 1.2), Mexico's balance of payments position weakened
significantly, and foreign reserves were lost at an accelerating rate.

15. In 1985, the Central Bank reemerged as a major source of new
credit, while the public sector once again began to crowd out the private
sector (Table I.6). A deterioration in fiscal performance resulted from
delays in adjusting public sector prices and tariffs, declining oil revenues,
and an increase in subsidies and transfers. The Government was obliged to
raise interest rates repeatedly from early 1985 onward, but these were not
sufficient to reverse the slow disintermediation in the banking system until
late in 1986 (Table I.7).

16. Circularity between the budgetary deficit, inflation, and the cost
of servicing the public debt, a phenomenon first observed in 1982, blunted
efforts to attack inflation through tighter fiscal policy. Efforts to lower
the public sector borrowing requirement (PSBR) through drastic reductions in
real public investment and more modest reductions in current spending on
goods and services were overwhelmed by resurgent interest expenses in
1985-86, and by the huge loss in revenues earned from oil exports (Tables I.5
and I.8).

17. As seen in Table I.8, the trend in public sector savings has
followed a "roller coaster" pattern since 1980, when the current balance was
in surplus. As current expenditures soared to nearly 38% of GDP in 1982, the
level of public dissaving rose rapidly to 7.8% of GDP. During 1983-84,
current spending trended downward and the public sector achieved a small net
current surplus by 1984. Thereafter, dissaving grew rapidly, rising to -2.9%
of GDP in 1985, and -9.8% in 1986. However, it is important to note that
this deterioration stemmed mainly from a loss of oil revenues on the income
side (-3.9% of GDP) and by increases in payments of interest on domestic debt
equivalent to 6.1% of GDP on the outlay side. When the effects of falling
oil revenues and rising interest payments are excluded, the evidence is
clear: Mexico's fiscal effort has increased steadily since 1982. The
so-called primary domestic fiscal deficit has declined from roughly 24% of
GDP in 1982 to about 8% in 1986.

18. These observations place in better perspective the reasons for the
deterioration in fiscal results, and the magnitude of Mexico's efforts to
resolve them. However, from the standpoint of their macro-economic impact,
the large PSBRs have damaged growth prospects. The imbalances in the public
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Table I.6: MEXICO: ORIGIN AND DESTINATION OF CREDIT, 1980-1985
(as a share of GDP)

Origin 1980 1981 1982 1983 1984 1985

Bank of Mexico 3.7 4.6 7.8 4.4 2.8 4.9
Nationalized Banks 5.0 6.5 2.6 4.4 6.3 5.9
Development Banks 1.8 5.0 1.8 1.3 2.4 2.0
Net Interbank Operations - 0.2 -0.1 -0.3 0.1 -0.2

Destination

Public Sector (Net) 4.8 10.4 12.9 5.6 4.5 9.2
Private Sector 5.9 5.4 -1.1 4.8 6.8 4.7
Official Trust Funds 0.2 0.2 0.5 0.4 0.2 0.2
Other (Net) -0.4 0.3 -0.2 -1.0 0.1 -1.5

Total 10.5 16.3 12.1 9.8 11.6 12.6

Sources: IMF and IBRD staff estimates.
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Table 1.7: MEXICO: FINANCIAL MOBILIZATION IN THE
BANKING SYSTEM, 1985 - APRIL 1987
(annual percentage rates)

Twelve-Month
Twelve-Month Variation in Twelve Month
Increase in Consumer Price Variation

Year/Month Nominal M4 Index in Real M4

1985
January 66.1 60.8 303
February 59.3 59.0 0.2
March 56.9 58.4 -1.0
April 53.4 56.5 -2.0
May 53.3 55.1 -1.2
June 49.6 53.4 -2.5
July 46.9 53.7 -4,4
August 43.1 56.0 -8.3
September 46.2 57.6 -7.2
October 45.7 58.0 -7.8
November 45.5 59.8 -9.0
December 44.3 63.7 -11.9

1986
January 44.3 65.9 -13.0
February 46.3 66.4 -12.1
March 49.3 67.6 -10.9
April 51.2 71.1 -11.6
May 53.1 76.4 -13.2
June 57.8 83.2 -13.9
July 61.7 85.8 -13.0
August 66.1 92.3 -13.6
September 66.4 96.0 -15.1
October 69.6 99.6 -15.0
November 74.2 103.7 -14.1
December 83.3 105.7 -10.9

1987
January 86.6 104.4 -8.7
February 94.3 109.6 -7.3
March 105.9 113.6 -3.6
April 115.5 120.8 -2.4

Source: Central Bank of Mexico.
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Table 1.8: MME3f: 01'4S0LIMaTY) PUWILC R AOMUJNTS, 1980-1986
(as share of oirrent GDP)

1980 1981 1982 1983 1984 1985 1986
(Prel.)

Qirrent Revenue 28.0 28.0 29.8 34.1 33.0 32.5 30.8

il 8.4 8.0 11.5 16. 7 15.5 13.9 11.6
PEW wrret surplus 1.5 0.2 1.7 3.5 3.7 3.5 442
Exports 5.3 5.5 8.6 11.3 9.7 8.5 5.0
Taxes 0 domestic use of oil 1.6 2.3 1.2 1.9 2*1 1.9 2.4

Nbn-oil 19.6 20.0 18.3 17.4 17.5 18.6 19.2
Federal Government Taxes 12.6 10.6 9.0 8.9 8.4 8.6 8.7
Other Federal Govewnent Revenue 0.8 0.9 1.2 1.0 0.8 0.9 1.1
SDCial Secirity 2.5 2.8 3.0 2.5 2.2 2.4 2.3
Federal District 0.4 0.3 0.3 0.2 0.2 0.2 0.2
Public Enterprises (excl. MEfU) 3.3 5.4 4.8 4.A 5.9 6.5 6.9

current Espenditures -26.2 -29.4 -37.6 -34.5 -32.7 -35.4 -40.6

Goverrenmt n tion -16.4 -18.4 -19.7 -16.6 --16.8 -16.9 -17.6
Wae and salaril -7.2 -7.7 -8.2 -6.8 -6.7 -6.9 -6.6
Goods and services -7.4 -8.7 -9.3 -7.6 -7.9 -7.8 -8.9
Revenue shar.r -1.8 -2.0 -2.2 -2.2 -2.2 -2.2 -2.1

Current Transfers -4.3 -2.9 -2.9 -3.0 -2.0 -2.5 -3.1

IdE e sLmm - - -4.0 -0.6 -0.7 -0.5 -0.4

Pixia Requirent of Pest -1.3 -1.0 -2.5 -0.8 -1.2 -1.3 -0.8
of blic Sector

Delassified -0.6 -1.9 - -1.0 -1.2 -2.2 -1.8

nterest PM :ts -3.6 -5.2 -8.5 -12.5 -10.8 -12.0 -16.9
lmetic -1.4 -3.4 -3.2 -7.2 -6h4 -7 .8 -12.7
External -2.2 -1.8 -5.3 -5.4 -4.4 -4.2 -4.2

urrent inew 1.8 -1.4 -7.8 -0.4 0.3 -2.9 -9.8
Invwtmes -9.4 -13.2 -9.9 -8.0 -7.5 -6.1 -5.3
Finwcial lation -0.3 0.2 -0.7 -1.5 -1.4 -0.9 -1.0

Public Sector BorraAdg Requiremwt -7.9 -14.4 -18.4 -9.9 -8.6 -9.9 -16.1

Itetest Paymnts an Daimetc Debt 1.4 3.4 3.2 7.2 6.4 7.8 12.7
and

Onl Export Revenues -5.3 -5.5 -8.6 -11.3 -9.7 -8.5 -5.0
eqPD6-

Priziry Dustic Fiscal Deficit -11.8 -16.5 -23.8 -14.0 -11.9 -10.6 -8.4
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sector investment-savings gap (Table I.1), and to a lesser extent the
pressure on national savings exerted by large payments of interest on the
external debt, required a compression of overall levels of investment in
order to be financed. In 1986, investment declined to less than two-thirds
of the level achieved in 1980 (from 28.6% to 18.9% of GDP).

Non-Ml !-gort Pronotion and Trade Liberalization

19. The previous CEM noted that more rapid growth in non-oil export
earnings would be critical for improving Mexico's balance of payments and its
creditworthiness. Of course, the report could not have foreseen the
magnitude of the collapse in international oil prices in early 1986, which
cost Mexico over US$8 billion in earnings, equivalent to about 30 percent of
total 1985 exports (Table I.9). This development severely set back Mexico's
progress toward improved creditworthiness (Table 1.10). Nominal external
debt increased by 3.7% to about US$101 billion by the end of 1986 (partly due
to the effects of currency changes on the value of non-dollar denominated
obligations converted to U.S. dollars). Debt service actually decreased by
about 12% to around US$12 billion, due to the impact of lower international
interest rates and debt rescheduling. Virtually all external debt ratios,
however, showed a sharp deterioration from 1985, notably external debt, which
increased to nearly 80% of estimated GDP and over four and one-half times
exports of goods and non-factor services.

20. In contrast to the heavy and rising burden of external debt,
considerable progress has been achieved since 1982 in reversing the downward
trend in non-oil exports and achieving a rapid growth of earnings. Table
1.11 indicates that non-oil export earnings reached nearly US$16 billion in
1986, representing over 70% of total export earnings of about US$22.0
billion. This means non-oil exports now represent a higher share of total
export earnings than at any time since the late 1970s, when the oil boom was
just getting underway.

21. Although long-term non-oil export growth has been modest (see Table
1.12), having averaged about 6% annually in nominal U.S. dollar terms since
1980, in reality this performance masks a marked shift in trend between an
earlier sub-period, 1980-1982 -- when disincentives to export were growing
rapidly - and a more recent sub-period, 1982-1986, during which the economy
has undergone a series of adjustment programs. Whereas non-oil exports
contracted annually at a nearly 7% rate between 1980 and 1982, they expanded
by 12.6% per annum, after 1982, led by manufactures (28.6% annually). Among
the most dynamic product groups have been metal products, machinery, and
equipment (34.5% annually) and chemicals (16.3%) in the manufactures group,
and tomatoes (28.9%) and coffee (25.0%) among agricultural products. With
the exception of in-bond industries, whose net earnings moved ahead at a rate
of about 19% annually, the non-factor services group has lagged seriously
behind, ex'panding by less than 5% annually since 1982. Earnings from
petrochemicals and extraction products (including silver) have also faded, as
world disinflation has adversely affected prices for these products.



Table I.9: MEXICO: PETROLEUM AND GAS PRODWCTION AND EXPORTS, 1980-19G6

(in millions of barrels)

Petroleum 1980 1981 1982 1983 1984 1985 1986

Production 779.2 932.3 1,096.0 1,078.0 1,118.3 1,091.3 n.a.
(Crude and Condensate) (708.6) (844.2) (1,003.0) (981.2) (1,024.3) (986.7) n.a.
(Liquids) (70.6) (88.1) (93.0) (96.8) (94.0) (104.6) n.a.

Exports of Crude Oil
(Average Price/barrel) 9/ 29.90 33.18 28.67 26.42 26.87 25.42 11.82
(Volume) 311.0 401.0 545.0 560.0 557.0 523.0 471.0
(Value) f 9,300.0 13,305.0 15,623.0 14,793.0 14,968.0 13,296.0 5,569.0

Natural Gas (in millions of cubic feet)

Production 1,298.6 1,482.2 1,549.9 1,479.6 1,373.5 1,315.4 n.a.
Exports
V4lum 102.8 105.1 94.8 79.2 54.2 - -
Average Price/ft 3 4.36 4.99 5.04 4.42 4.22
Value 448.6 524.4 478.0 350.1 228.9 - -

1/ In U.S. dollars.
2/ l4iOUios of barrels
3/ In l4ions of U.S. dollars.

Sources: Bank of lMxico; PEMEX; SPP; IMP; and IBMD staff estimates.
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Table I.10: MEM: PUBLIC AND PRIVATE E X4L MT AND A EI SW1IM, 1980-1986
(in billio of U.S. dollars)

1980 1981 1982 1983 1984 1985 1986
(est.)

Total External Debt 51.4 75.0 89.6 93.1 96.2 97.4 101.0 /
Public 34.5 53.1 63.0 66.4 69.9 72.8 76.8
Private 11.8 14.9 18.2 18.4 17.7 16.6 16.1
Nationalized Banks 5.1 7.0 8.4 8.3 8.6 8.0 8.1

External Debt Service Paid 9.8 14.3 15.9 12.4 14.2 13.7 12.0
Gross Interest 6.1 9.5 12.2 10.2 11.8 10.2 8.4
Gross Amortization / 3.7 4.8 3.7 2.2 2.4 3.5 3.6

External Debt Patios (W)
External bt/GDP 27.6 31.3 55.0 65.1 57.3 58.3 79.5
External Debt/Exports (GNFS) 217.8 254.2 342.0 342.3 319.6 351.6 459.1
Debt Service/GDP 5.3 6.0 9.8 8.7 8.5 8.2 9.4
Debt Service/Exports (GNES) 46.9 55.0 60.7 45.6 47.2 49.3 54.5
Interest/GDP 3.3 4.0 7.5 7.1 7*0 6.1 6.6
Interest/Exports (GNFS) 29.2 36.5 46.6 37.5 39.2 36.7 38.2

tnmD r ind item:
MP at current exchange rates 186 240 163 143 168 167 127
(in bifltons of US dollars)

1/ Actual paywets o iEdim and long-term public debt anly.
2/ Increase in eternal debt accated for in part bty the effects of aE es l currency vawlation

on U.S. dollar deminated foreign debt.

Sources: IMF and IBRD staff estimutes.



Table 1.11: MEXICO: NON-OIL EXPORTS BY VALUE OF MAJOR PRODUCTS OR SERVICES, 1980-1986

(Millions of U.S. dollars)

1980 1981 1982 1983 1984 1985 1986
(Est.)

Agriculture, Cattle, and Fish 1,940 1,842 1,602 1,569 1,863 1,649 2,310

Cotton 321 309 184 116 208 93 84

Coffee 415 334 345 386 424 481 842

Tomatoes 185 250 154 112 221 198 425

Other 1,019 949 919 955 1,010 877 959

Extractive Products 1,311 1,208 798 920 875 772 724

Manufactures 2,471 2,848 2,445 3,797 4____ 4,675 6,681

of which,
Metal Products, Machinery & Equipment 938 894 888 1,665 2,075 2,300 2,905

Food, Beverages, & Tobacco 770 679 707 725 822 747 955

Chemicals 395 457 441 628 756 676 808

Basic Non-ferrous Metals 121 70 378 562 510 403 424 _

Non-factor Services 5,388 5,928 4,819 4,851 5,961 5,782 6,000

Border trade 1,572 1,570 1,237 1,104 1,329 1,200 1,100

Tourism 1,671 1,760 1,406 1,625 1,953 1,700 1,600

In-bond Industries 772 976 851 818 1,155 1,282 1,700

Other 1,373 1,622 1,325 1,304 1,524 1,600 1,600

Petrochemicals 117 133 116 136 161 107 80

Total, Non-oil Exports 11,227 11,959 9,780 11,273 13,703 12,985 15,715

Memorandum item:
Petroleum and Natural Gas 10,305 14,432 16,362 15,881 16,441 14,770 6,300

(as a percentage of total exports) 47.9 54.7 62.6 58.5 54.5 53.2 28.6

Sources: Bank of Mexico and IMF.



Table 1.12: MEXICO: NON-OIL EXPORT GROWTH BY MAJOR PRODUCTS OR SERVICES, 1980-1986
(Average Annual Nominal Percentage Growth)

1980-86 1980-82 1982-86

Manufactures 18.0 -0.5 28.6of which,
Metal Products, Machinery, and Equipment 24.5 -2.7 34.5Food, Beverages and Tobacco 3.6 -4.2 7.8Chemicals 13.2 5.6 16.3Basic Non-Ferrous Metal 30.9 76.7 2.9

Non-Factor Services 1.8 -5.4 5.6Tourism -0.7 -8.3 3.3In-bond Industries 14.1 5.0 18.9Border Trade -5.8 -9.8 -2.9Other 2.3 -1.8 4.8 a
Agriculture, Cattle, and Fish 3.0 -9.1 9.6 XCoffee 11.4 -9.6 25.0 1Tomatoes 8.9 -8.8 28.9Cotton -20.0 -23.8 -17.8Other -1.0 -5.0 1.1

Extractive Products -8.8 -22.0 -2.4

Petrocheuicals -4.3 0.0 -8.9

Total, Non-Oil Exports 5.8 -6.7 12.6

Memorandum item:
Average Non-oil Merchandise Export -1.0 -1.6 -0.7Price Changes (Z)

Sources: Bank of Mexico and IMF.
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22. The marked disparities in the relative growth of specific products
have had equally striking effects on the composition of non-oil exports
(Table 1.13). Non-factor services constituted nearly half of non-oil export
earnings in 1980, but declined to under 40% in 1986. Border trade has lost
the most ground, as sales (mainly to U.S. residents) have declined from 14%
of all non-oil exports in 1980 to only 7% presently. Meanwhile, the share of
manufactures has burgeoned from 22.0% in 1980 to over 37% in 1986. Finally,
agricultural products, which have benefitted recently from a surge in coffee
prices and the recovery of U.S. demand for Mexican tomatoes and fresh
vegetables, now constitute one-seventh of non-oil exports, down slightly in
share from 1980.

23. Geographically, four-fifths of Mexico's exports are marketed to
industrialized industrialized countries, and to the United States in
particular, which alone absorbs one-half to two-thirds (Table I.14)o The
share of exports sold to developing countries was close to only 10% of total
exports in 1986.

24. Behind the shifting fortunes of non-oil exports lie several
factors, principally the influence of exchange rate policy in an environment
of rapid change in the international markets for petroleum and natural gas
(Tables I.3 and 1.8). The impact of sudden and sharp increases in earnings
from petroleum (or any dominant commodity) on the appreciation of the real
exchange rate is by now well documented. This is the so-called "Dutch
disease", wherein the relative incentives to produce non-oil tradeables are
eroded. By 1981, the peso had appreciated in real terms by nearly 20% in
relation to its average real level for the 1976-1981 period as a whole.

25. As the balance of payments situation became more critical in
1981-82, import restrictions were tightened considerably (Figure 1), raising
the relative price of import substitution activities within the traded goods
sector, and, thereby, reinforcing the anti-export bias of the exchange rate
regime.

26. With the shift in exchange rate policy in 1982-83, a major
deterrent to a resumption of non-oil export growth was removed. Moreover,
the severely depressed condition of the local economy encouraged firms to
seek external markets as a vent for surplus capacity. Thus, non-oil export
earnings rose 15% in 1983, and a further 22% in 1984.

27. However, the real depreciation of the exchange rate achieved
during, and just following, the financial crisis was not sustained. The
origin of these new exchange rate difficulties harked back to 1982. In the
course of carrying out several rounds of step-wise devaluations, the
Government adopted a dual exchange rate system, which by the end of that year
consisted of a controlled market covering about 80% of external transactions
including trade, and a "free" market, managed b- the commercial banks with
occasional central bank intervention. Initially, only the controlled rate
was depreciated by a fixed daily amount, but starting in October 1983, both
the controlled and "free" rates were depreciated by the same daily amounts.
In percentage terms, these movements were set largely on the basis of the EFF
program's targets for inflation (55% in 1983 and 40% in 1984). However,
these targets were exceeded by wide margins, as the GDP deflator rose 92% in
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Table 1 13: MEXICO: NON-OIL EXPORTS BY SHA1E(S OF MAJOR PRODUCTS OR SERVICES
SELECTED YEARS, 1980-1986

(percentage share of total non-oil exports)

1980 1982 1984 1986

Manufactures 22.0 25.0 35.3 37.4
of which
Metal Products, Machinery & Equipment 8.4 9.1 15.1 18.8
Food, Beverages, and Tobacco 6.9 7.2 6.0 6.2
Chemicals 3.5 4.5 5.5 5.2
Basic Non-Ferrous Metals 1.2 3.9 3.7 2.7

Non-factor Services 48.0 49.3 43.5 38.2
Tourism 14.9 14.4 14.3 10.2
In-bond Industries 6.9 8.7 8.4 10.8
Border Trade 14.0 12.7 9.7 7.0
Other 12.2 13.5 11.1 10.2

Agriculture, Cattle, and Fish 17.3 16.4 13.6 14.7
Coffee 3.7 3.5 3.1 5.4
Tomatoes 1.7 1.6 1.6 2.7
Cotton 2.9 1.9 1.5 0.5
Other- 9.0 9.4 7.4 6.1

Extrae:tive Products 11.7 8.2 6.4 4.6

Petrochemica.is 1.0 1.2 1.2 0.5

Sources: Bank of Mexico and IMFe



Table I.14: MEXICO: DIRECTION OF EXPORTS, 1980-1986
(Percentage share of total exports)

Importing Countries & Economic Groups 1980 1982 1984 1986
(Jan-April)

Industrial Countries 85.4 83.4 85.7 n/a
of which

United States 64.7 52.5 58.4 68.7
EEC 15.3 21.3 17.8 12.2
Japan 4.3 6.8 7.5 6.8

Developing Countries, 12.6 15.2 10.3 n/a
of which

Latin American Association 4.2 4.8 3.1 2.9
for Economic Integration

Others 3.0 1.4 4.0 n/a

Sources: Direction of Trade Statistics Yearbook, 1986, IMP; Central Bank of Mexico.
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1983 and 62% in 1984. The policy of fixed daily devaluations remained
tonetheless, in effect, although the daily rate was raised from Mex$0.13 per
U.S. dollar initially to Mex$0.17 per U.S. dollar from December 1984, and to
Mex$0.21 per U.S. dollar from March 1985. This was insufficient to maintain
a stable real peso. Between March 1983 and June 1985, the real peso
appreciated 57% on a trade-weighted basis, thus eroding much of the
competitive margin which the initial devaluations had conferred.

28. Moreover, delays in reversing the severe import restrictions
adopted in 1982-83 and a strong recovery of domestic demand in 1984 raised
the attractiveness of selling into the highly-protected local market,
exacerbating the resource pull away from export markets. Of all these
factors, the impact of the real exchange rate appreciation appears to have
been dominant (Figure 2). The rate of non-oil export growth began to fade
from the early months of 1984, continuing to decline through nearly the end
of 1985. It was at this time that the effects of a mid-1985 stepwise
devaluation, followed by the implementation of a more flexible exchange rate
policy and major trade liberalization measures, permitted non-oil exports to
resume their ascent.

29, By early July 1985, the spread between the controlled and the
"free" rate had widened to as much as 37% from less than 10% six months
previously. The Government's foreign reserves were under pressure, having
declined to less than two months' import cover, and expectations of a major
devaluation had become widespread. On July 25, the Government announced a
20% devaluation of the controlled rate, followed in early August by a new
system of managed exchange rate floating. In this system, the daily rate of
devaluation vis-a-vis the U.S. dollar was allowed to vary, mainly in
accordance with supply and demand conditions for foreign exchange and the
behavior of foreign reserves. In practice, this has meant a marked
acceleration in the average nominal rate of devaluation from 3-4% monthly
prior to August 1985 to 8-9% monthly from then through the end of 1986. In
early 1987, the rate slowed somewhat to 6 1/2% - 7% monthly. Through April
1987, the real peso had depreciated by nearly 60% on a trade-weighted basis,
and the performance of non-oil exports (goods and non-factor services)
responded accordingly. The decline of 10% or so in 1985 non-oil earnings had
been followed by an increase of 21% in 1986, with merchandise exports up 34%.

30. Of longer-term significance for the sustainability of the non-oil
export drive were the steps taken to liberalize imports in July 1985.
Historically, import quota restrictions and domestic price controls, combined
with movements in the real exchange rate, have been more important
determinants of the level of implicit import protection in Mexico than
tariffs. As can be seen in Figure 1, quota restrictions have tended to rise
fastest during periods preceding and coinciding with major balance of
payments crises. This was true in 1954, 1976, and again in 1982-83. Quota
restrictions became progressively more restrictive in the long run, rising
from 10% to 40% in the 1950s, to 60% in the 1970s, and to 100l in 1982-83.

31. A rollback of quantitative restrictions, starting in late
1984, reversed this nearly 40-year process. Seventeen percent of imports
were freed in 1984, 12% during the first half of 1985, and an additional 46%
in July 1985, This brought the import coverage of quotas to under 40%, its
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FIGURE 2
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lowest level since the early 1950s, and the coverage in relation to final
demand down to 56% (in 1985 values). The Government has reinforced this
signal of more open import policies in several ways during 1986 and the first
half of 1987. It

- requested membership in the association of the General Agreement on
Tariffs and Trade (GATT), which was approved by that organization
in August 1986. Mexico signed four GATT codes in May 1987 (on
anti-dumping, subsidies, valuation, and countervailing duties), and
expects to sign a fifth on safeguards upon completion of
negotiations;

- lowered the maximum tariff from 100% in 1985 to 40% as of April
1987;

- announced a three-year calendar of staged reductions designed to
narrow the range of import tariffs from 0-100% in March 1986 to
0-30% by October 1988, and the number of tariff categories from 11
to 5;

-- pledged to eliminate all official reference prices (ORPs) on
imports (a non-tariff barrier) by the end of 1987 in concert with
the introduction of a modern anti-dumping system compatible with
GATT procedures. By May 1987, the number of ORPs had been reduced
from 1348 to 528. A large number of the remaining ORPs have
already had their levels reduced by up to one-third of their
differential with corresponding international prices as part of
their staged elimination;

=- reduced the coverage of import quotas by a further 9% of domestic
final demand to about 47% by May 1987. Of this 47%, slightly over
20% represents oil and refined products, in nearly all of which
Mexico is internationally competitive, and imports of materials
hazardous to public welfare (arms, drugs, etc.). When the effect
of remaining official reference prices is taken into account,
non-tariff barriers were applicable to products representing about
54% of final demand;

-- reduced the number of export tariff positions subject to
quantitative restrictions from 578 in 1980 to 201 by the end of
1986, with the restricted portion of export sales declining from
85% to 17% of non-oil exports. Export duties have also been
streamlined, so that, by March 1987, only 62 tariff positions,
mainly agricultural products, remained subject to an export tax.
Also, official reference prices were eliminated on all but coffee
exports. Some controls remain significant, particularly in
agriculture, where cattle, shrimp, a number of grains and
vegetables, and coffee (by international agreement) are most
severely affected. Export controls continue to be applied for
three key reasons: (i) to abide by international quota agreements,
such as for coffee, tobacco, cotton and some minerals, products
accounting for nearly 15% of 1983 non-oil exports; (ii) to abide by
bilateral export restraint agreements, and/or to enforce quality
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and price controls, affecting nearly 20% of 1983 non-oil exports,
and including products such as steel, pharmaceuticals, seafood,
processed food, and petroleum derivatives; and (iii) to reinforce
domestic price and marketing controls on agricultural products
where local production is considered deficient, representing about
10% of 1983 exporte, including staples such as corn, soybeans,
sorghum, and flour. Finally,

-- domestic price controls have been significantly relaxed for a large
number of products, particularly those freed from NTBs. By the end
of 1986, only about 10% of production freed from QR protection, and
2.7% of production freed from ORPs, remained under strict or
registered price controls.

These measures are now being supported by a US$500 million World Bank Trade
Policy Loan as part of the Government's Growth-Oriented Adjustment Program
(see below).

32. In unit wage costs, Mexico has gained a significant competitive
advantage over other export-oriented countries. Real manufacturing wages
and benefits declined cumulatively by nearly 25% between 1980 and 1985 in
local currency terms; in U.S. dollar terms, the reduction was still larger.
As a result (see Table 1.3), Mexico's wage rates are now among the lowest of
the major developing country export nations (see Table 1.15).

33. As for export promotion, specific measures were adopted under the
auspices of the National Program of Industrial Development and Foreign Trade
(PRONAPICE), approved in 1984, and the Export Development Program (PROFIEX),
approved in 1986. These measures have had as their principal benefit the
creation of a quasi 'free trade status' for many direct and indirect non-oil
exporters:

- Domestic letters of credit now permit exporters and their suppliers
to obtain access to export financing and foreign exchange needed
for imports;

- Under a recently expanded temporary import admission scheme,
exporters signing multi-year agreements with the Government will
be allowed to import machinery, equipment, and intermediate inputs
with reduced guarantee requirements and rebates of duties and
indirect taxes;

- Exporters will be granted the right to retain up to 100% of their
foreign exchange earnings for future imports;

- Various export financing credit lines are being consolidated, and
export insurance and guarantee schemes simplified;

-- Administrative steps are being simplified. Export/import
procedures and controls are being consolidated under a so-called
"single window facility" located in the Secretariat of Commerce and
Industrial Development (SECOFI), while trade financing functions
will henceforth be guided by the National Foreign Trade Bank
(BNCE).



--Table 1.15: MEXICO: TRENDS IN U.S. DOLLAR-DENOMINATED MONTHLY WAGES
IN EIGHT SELECTED COMPETITOR COUNTRIES VIS-A-VIS MEXICO, 1982-1984

(In U.S. dollars)

CumulativeCountry Monthly Wages Percentage Change
1982 1983 1984 1982-1984

United States 2,040 2,119 2,203 8.0Canada 1,994 2,062 2,068 3.7West Germany 1,450 1,423 1,306 -12.0Japan 1,083 1,175 1,230 13.6Great Britain 1,251 1,176 1,100 -12.0France 875 841 793 -9.4Singapore 306 342 374 22.2South Korea 277 292 304 10.1

Mexico 327 232 265 -19.0

Source: Secretariat of Finance and Public Credit.
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Table 1.16: MEXICO; STRUCTURE OF CONTROLLED NON-OIL MERCHANDISE
EXPORTS AS OF JULY 31, 1985

(Percent of Total Exports and Non-oil Exports)

Number of Value of %of % of
Tariff 1983 Exports Total Non-oil

Sector Positions (US$m) Exports Exports

Total Merchandise Exports 3,050 100.0-

Non-oil Merchandise Exports - 7,614 32.7 100.0

Controlled Non-oil Exports 265 3-360 14.4 44.1

(Mining, Agriculture, (164) (2,881) (12.4) (37.8)
and Fisheries)

(Manufacturing) (91) (479) (2.1) (6.3)

(Other-endangered (10) (-) (-) (-)
species, etc.)

Source: Secretariat of Commerce and Industrial Development.
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Enhancing the Role of the Private Sector in Economic Recovery

34. The previous CEM observed that, in the face of grave macro-economic
disequilibria and severe constraints on access to external savings, Mexico's
public expenditure-led growth strategy had reached its limits. (This was of
course, very much in line with what the 1983-1988 PND 1 d already stated).
In the future, growth was likely to derive mainly from tradeable goods
sector, notably agriculture and manufacturing, and from soL of the promising
service branches, such as tourism and in-boDd industries. Given that private
enterprise is predominant in these potential leading sectors, it was expected
that a larqer private sector role in Mexico's recovery and long-term growth
would emerge during this sexenio (six-year administration).

35. Comparing the public and private sector contribution to the growth
and development process is an enterprise fraught with difficulties, since
there is no single measure or group of measures which could provide an
adequate gauge. Moreover, the long period elapsed since the national income
accounts were last revised means that comparisons of relative public vs.
private sector growth must be surrounded with a more than usual number of
caveats about possible statistical biases. Yet, by reviewing such measures
as are readily available, the picture which emerges is decidedly mixed.
Although the public sector's presence in economic life has been scaled back
in important ways since 1982, in some respects it has continued to grow.
Meanwhile, the private sector has seen its relative economic position hold
stationary, or even diminish. In short, a leading role for the private
sector in bringing about recovery has yet to emerge.

36. Viewed by their broadest measure, public sector spending and
revenues have not declined relative to the size of the economy (see Tables
1.8 and 1.17). At 46% of GDP in 1986, public spending was close to the peak
level reached in 1982, and well above the level reached in 1980, while
revenues were about 1% of GDP higher in 1.986 than they were in 1982.
However, it would be misleading to stop there because, in reality, the
composition of spending and revenues has markedly changed. Significant
reductions have occurred in the real volume of spending, and in the real size
of the fiscal deficit. The share of interest payments has grown from 3.6% of
GDP in 1980 to 16.9% of GDP in 1986, "crowding out", in this sense, spending
on goods and services.

37. This point becomes clearer when tne second measure of public
spending is observed, a measure which excludes interest payments. The GDP
share of public outlays for non-financial goods and services in 1986 dropped
by over one quarter relative to the peak level of 39% of GDP reached in 1982,
and by roughly 6% relative to the 1980 level. When operating outlays of the
public enterprises are also excluded, a third measurement of public spending
results which is closer to the "value-added" concept used in national income
accounting. By this measure, government spending on goods and services in
1986 (i.e., non-financial outlays under budgetary control) fell to one-fifth
of GDP, compared to nearly one-third of GDP in 1982. This represented a
proportional decline of roughly one-third in 4 years. Public sector
investment followed a similar trend. Spending exceeded 10% of GDP in the
early 1980s, before shrinking to 5.3% of GDP in 1986. As for the fiscal
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Table 1.17: MEXICO: SELECTED INDICATORS OF THE PUBLIC AND PRIVATE
SECTOR ROI.ES IN ECONOMIC ACTIVITY, 1980-1986

(as a share of current GDP)

1980 1982 1984 1986
(est.)

Public Sector
Spending
All 35.6 47.5 40.2 45.9
Excluding Interest Payments 32.0 39.0 29.4 29.0
Excluding Interest Payments and Public 25.3 30.8 19.8 20.5
Enterprise Operating Expenditures

Investment 9.4 9.9 7.5 5.3
Non-oil Revenue 19.6 18.3 18.7 19.2
National Savings 1.8 -7.8 0.3 -9.8
Operational Deficit -5.2 -7.2 1.0 -1.7

Private Sector
Investment 19X2 11.3 14.1 13.6
National Savings 22.6 25.6 23.8 27.7

Ratio
Private/Public Investment (Z) 204.3 114.1 188.0 256.6
Public/Private Savings (%) 8.0 -30.1 1.3 -35.4

Sources: Tables 1.1 and 1.8, and IBRD staff estimates.
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Table I.18: MEXICO: GROWTH OF ECONOMIC SECTORS CLASSIFIED BY DEGREE
OF PUBLIC OR PRIVATE PARTICIPATION, 1980-1985

(In 1970 prices)

1980-85 2/ 1980-82 2 1982-85 2

High Public Sector Participation 1, 2.9 5.4 2.2

Mining (including oil) 4.0 12.2 0.2
Electricity 5.4 707 5.0
Financial Services 2.9 3.8 2.6
Public Administration and Defense 4e1 6.8 2.6
Transport and Communications 1.1 3.3 1.8

High Private Sector Participation 0.0 2.9 0.1

Agriculture, Forestry, and Fishery 2.4 2.7 2.6
Manufacturing 0.2 1.9 1.3
Construction -3.5 3.0 -3.9
Commerce -1.0 3.2 -1.4
Other Services (excluding Public 2.2 5.6 0.5
Administration and Defense)

GDP 0.8 3.6 0.6

Memorandum items: 1980-85 1983-85
Public Sector Employment Growth 6.3 5.4
Private Sector Employment Growth 3/ 0.5

1/ Defined as sectors where output by publicly-controlled agencies and
enterprises constitute one-third or more of sector value-added.

2/ Log least squares growth rates.
3/ Includes formal and informal urban labor markets.

Sources: SPP/INEGI and the International Labor Office.
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deficit, after correcting for the effects of inflation in reducing the real
stock of domestic public debt, the so-called operational deficit declined
from -5.2% of GDP in 1980 to -1.7% in 1986.

38. On the revenue side, it Is preferable to look only at non-oil
public income. This is because oil-based revenues are generated mainly from
public sector outpu6, whereas what is sought is a rough proxy for the public
sector's long-term command over private sector income. Viewed from the
standpoint of non-oil revenues, the revenue share of the public sector has
been trendless, oscillating around one-fifth of GDP,

39. 1 Another indicator, the public sector's share of national savings,
provides a different perspective. It shows a public sector which, on
balance, has increased its absortion of private sector savings. By 1982, the
public sector's dissaving was equivalent to more than a quarter of private
sector savings. After major improvement in 1983-84, dissaving ballooned to
nearly 10% of GDP In 1986, drawing off over one-third of the private sector's
savings. (No doubt, rising inflation distorts conventional measures of
public savings, such as the current fiscal balance. However, it does convey
better than the real (or operational) fiscal deficit the ex ante pressures
that a rising nominal fiscal imbalance exerts on scarce domestic financial
resources, and, ultimately, on prices. This is particularly true when
inflation-taxed domestic savers become reluctant even to maintain their
holdings of public debt level in real terms, except at ever higher real rates
of interest, and when the medium-term availability of foreign finance appears
likely to be scarce and expensive).

40. Turning now to the private sector, the indicators are mixed, but
generally unfavorable. Private sector investment has risen as a share of GDP
from its nadir of 11% in 1982 to about 14% in 1986. But it has yet to
approach the 19% of GDP level last attained in 1980. The private sector
savings ratio has increased from an already high 1980 level of 22% of GDP,
but a growing component of this effort has been involuntary, i.e., collected
via a rising inflationary tax on financial assets.

41. Another way of measuritg the changing roles of the public and
private sectors is to compare the growth of sectors where public sector
participation is important with growth in sectors where private sector
activity is dominant (see Table I.18). An initial observation is that, in
the aftermath of Mexico's economic crisis, a slowdown in economic growth
occurred across all sectors. Overall output grew by less than 1% annually
during 1983-1985. Secondly, those sectors where the private sector is most
active have exhibited lagging growth, before and after the onset of the
crisis. The private sector has essentially stagnated since 1980, whereas
public sector-dominated sectors have expanded at an average of nearly 3%
annually in real terms. The contrast in employment trends is even more
striking. Public sector employment rose at a 6.3% average annual rate
during 1980-1985, whereas private sector employment essentially stagnated.
During the 1983-1985 sub-period, the gap between public and private
sector employment growth remained wide (5. 4% vs. -0. 4% per annum
respectively).
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42. Clearly, if the era of public expenditure-led growth has reached a
dead-end, the private sector has yet to take up the slack. The key question
is: why hasn't the private sector done better ? No doubt a major factor was
the uncertain macroeconomic climate for growth and investment of recent years
- high and variable inflation, foreign exchange shortages, large fluctua-
tions in real exchange rate and interest rate levels, crowding out in credit
markets, the heavy burden of external and domestic indebtedness, and the
sharp downturn in domestic demand. To the extent that the public sector has
been able, through its preferential access to society's resources (e.g.,
credit from the domestic banking system and, when available, first call on
external finance) to mitigate the impact of economic disruption on its own
activities, the effects of recession and uncertainty logically would have
fallen mre heavily on the private sector.

43. But the structural causes behind the private sector's inability to
lead the recovery also deserve mention. Historically, the public sector has
extended its reach progressively over the economy, restricting competition
among economic agents -- favoring some with subsidies, penalizing others with
marketing and pricing controls -- in ways not always inspired by a coherent
view of economic strategy. Many of the distortions and difficulties which
the public sector is now addressing -- overmanning, inefficient investment
allocation, a lack of international competitiveness, etc. -- must also be
confronted by the private sector, which has developed under a similar set of
rules and conditions.

Industry

44. This can be seen most clearly in the industrial sector.3/ For
more than 30 years, industrial policy in Mexico has sought to channel re-
sources into industry, both directly through the budget and indirectly
through the incentives system, by means of quantitative trade restrictions,
import tariffs, subsidies, tax breaks, preferential credit schemes, sector
programs, pricing and marketing controls, other industrial regulations. The
creation of public sector enterprises to control the production and distribu-
tion of many basic and semi-finished industrial inputs (oil, power, steel,
primary petrochemicals, etc.) and to define the market environment for com-
plementary private sector firms has also been a key tool of public policy.
In general, these incentives and controls increased significantly during the
1960s and 1970s, reached their peak in the early 1980s, and have been cut
back gradually since 1982. They played an occasionally constructive role in
shaping during the 1950s, 1960s, and early 1970s one of Latin America's
largest and most diversified industrial bases. Yet, today, important sectors
of Mexican industry have become high-cost and internationally uncompetitive.
Why?

3/ This section draws upon the recently-published World Bank report on
Mexico's Trade Policy, Industrial Performance, and Adjustment (No.
6215a-ME of June 24, 1986).
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45. In essence, shielding the induetrial sector from international
competition resulted in an extensive, rather than intensive, pattern of
growth over the past 15 years. This means that long-term improvement in
total manufacturing productivity failed to occur, so that growth resulted
uniquely from increases In the amount of faetor inputs utilized, not from
greater efficiency. As the wedge between international and domestic prices
increased during the 1970s, investments were pushed into progressively
hilgher-cost activities, and the industrial sector demonstrated a decreasing
ability to use new techniques of production efficiently, Currently, about
half of Xexico's industrial sub-sectors do not meet the standards of
internationally competitiveness. They include heavy intermediate goods,
capital goods, and some consumer durables. Moreover, a recent World
Bank-financed analysis of changing comparative advantage concluded that
international competitiveness deteriorated in a majority of sub-sectors from
1970 to 1982. Although unfavorable international price trends accounted for
part of this deterioration, poor productivity and excessive capital deepening
were most iwnortant.

46. The current drive to gradually restore market-based Jnterest rates,
prices, and exchange rates to the incentives framework represents a major
step toward greater efficiency. Yet, even in today's price environment,
financial performance and economic efficiency in Mexican ccmpanies are not
necessarily correlated (see Table I.19). Three situations can be
highlighted: (a) those industries which are efficient but unprofitable; (b)
those which are profitable, but inefficient; (c) and those which are both
inefficient and unprofitable. For example, nearly one-third of all consumer
goods and non-metallic mineral producers suffer from low operating profit
iaargins at market prices, even though these industries stand out for their
efficient domestic resource cost ratios (DRCs).4/ By contrast, two
sub-sectors with high DRCs suggesting poor international competitiveness
- chemicals and basic metals -- are among those enjoying the highest rates
of profitability at market prices. High effective protection coupled with
limited domeatic competition has allowed these producers to garner
substantial rents. Finally, there are sub-sectors such as metal products and
machinery where, despite high levels of protection, inefficiency at
international prices has carried over into poor financial performance. In
this case, the rents conferred to producers by the structure of protection
were absorbed by high production costs.

Agriculture

47. Structural issues in agriculture are among Mexico's most difficult
to resolve. The relative scarcity of agricultural lands, plus seven decades
of land reform and rapid population growth, has fragmented half of Mexico's
arable land into micro-sized fa-,m units (less than 20 hectares), many of
which are too small to be efficiently exploited, given marginal soil and
water conditions. A 1982 study by the Economic Commission of Latin

4/ DRCs give the ratio of domestic factor costs at shadow prices to value
added at international prices.
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America5/ identified 1 1/2 million ejido farm unite as "below-subsistence"
(i.e., they do not produce sufficient food to feed their tenants), while
another I million units were regarded as "transitional", i.e. their farm
income had to be complemented by income from non-farm earnings In order to
attain minimally-acceptable standards of living. In general, farm unit
productivity varies considerably, depending not only on whether production is
for profit or for subsistence, but also on a widely divergent set of
agro-ecological conditions across regions, the range of crops grown, the
types of inputs available and used, and the effectiveness of supporting
public sector infrastructural investment and services. For example, in the
irrigated and intensively-farmed Northwest, yields are twice, and labor
productivity three times, the national average, whereas in the Central Gulf
Region and in the Yucatan Peninsula, both measures of productivity are well
below national averages.

48. During the late 1970s and the early 1980s, the key aims of food
policy were in fundamental conflict. Measures to guarantee consumers access
to cheap sources of staple foods clashed with the drive toward
self-sufficiency in food production. Support prices and subsidies for
producers and food processors were raised significantly, while consumer price
adjustments were held well below the rate of inflation. Budgetary pressures
arose from three directions simultaneously: more costly government crop
purchases at higher support prices, higher producer and processor subsidies,
and higher consumer subsidies (see Tables I.20 and I.21).

49. To shield the price support program from the effects of foreign
trade, an extensive system of import and export quotas was entrusted to the
joint management of SECOFI and the National Agricultural Marketing Company
(CONASUPO). Until 1985, only public enterprises were entitled to import
basic commodities, such as grains, oilseed, sugar, and tobacco. An
interministerial committee was empowered to set prices for growers,
processors, and consumers, while CONASUPO implemented policy directivles
through the storage, processing, and distribution of commodities, and
retailed food items through its nationwide chain of supermarkets.

50. Thanks to historically-high real producer margins for most
agricultural crops since 1980, and to a cycle of exceptionally favorable
weather, farmers have expanded output more rapidly (1.4% per annum during
1982-86) than any other privately-oriented sector, and somewhat faster than
the economy as a whole. Nevertheless, over the past half century, the trend
growth rate of agricultural production has been downward, as the expansion of
arable land came to an end and industrial import substitution policies
discriminated increasingly against farm production. Output slowed from an
average of 4.8% annually in the 1930s, to 3.4% in the 1960s, and to 2-3% per
annum in the 1970s and 19809. Agriculture was gradually transformed from a
major net exporting, to a net importing sector. Agricultural exports, which
had accounted for over 50% of non-oil export earnings in 1970, declined to

5/ The study was based on 1970 data, the most recent available on this
subject. See Economia Campesina y Agricultura Empresarial, Siglo XXI,
ECLA (1982), Mexico.
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Table 1.20: MEXICO: COMPARISON OF PRODUCER GUARANTEE PRICES WITH
AVERAGE CONASUPO SALE PRICES FOR CORN, SELECTED YEARS, 1965-1983

(Mex$/ton)

Average
Guarantee CONASUPO Implicit Subsidy as % of

Year Price Sale Price Subsidy 1/ Guarantee Price 1/

1965 940 815 125 13.3
1970 940 901 39 4.2
1980 4,450 3,122 1,328 29.8
1981 6,550 3,798 2,752 42.0
1982 8,850 6,550 2,300 26.0
1983 16,000 6,550 9,450 59.1

1/ Does not include subsidies covering storage, distribution,
and marketing overhead.

Source: "Food Subsidy Programs in Mexico" by Nora Lustig, International
Food Policy Institute, 1986.
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Table 1.21: MEXICO: SELECTED FARMER INPUT AND CREDIT SUBSIDIES AS A SHARE
OF WORLD UNIT PRICE EQUIVALENT, SONORA, 1985

(percentage)

Subs$dy

Credit 46.7
Urea Fertilizer 59.4
Water 66.7
Diesel Fuel 31.7

Source: "Comparative Advantage and Policy Incentives for Wheat Production
in Rainfed and Irrigated Areas of Mexico"; CIMMYT Working Paper
No. 01/86; March 1986; Byerlee and Longmire.
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less than 15% during 1983-1986. Until 1981, the share of agricultural
imports rose, mainly for grains to cover a growing food deficit.

51. Since 1984, the Government has sharply reduced consumer food
subsidies (see Table I.22). By the end of 1986, they had fallen to less than
one-fifth of their level in 1983. CONASUPO also scaled back its import
activities (from 33 commodities in 1982 to 8 by September 1986), and is
selling a small number of the supermarkets it operates. Nevertheless,
federal government transfers to CONASUPO have remained at comparatively high
levels until last year, around 0.7% of GDP. Over 90% of these transfers were
used to cover the cost of servicing CONASUPO's external debt of US$1.7
billion, over three-quarters of which the federal government assumed in April
1986. As part of this debt relief agreement, CONASUPO's management agreed to
undertake major internal reforms, which are expected to reduce the
enterprises's operating losses and to scale back significantly its use of
import and marketing controls.

Population and Employment

52. The previous CEM took note of the declining trend in population
growth, largely due to a decline in fertility. This decline came about as a
result of an expanding and highly-successful family planning program, the
spread of education among women, and their rising rate of participation in
the labor force. The report anticipated that, notwithstanding this progress
toward lowering the rate of population growth, the growth of the labor force
would remain high -- nearly 4% annually -- and the pressure on employment
ma-rkets correspondingly intensified because of past high birth rates and a
rising general labor force participation rate. To absorb all new entrants
into the labor market, faster overall economic growth as well as specific
policies to encourage labor-intensive growth were considered indispensable.

.53. Table 23 shows that the population growth rate has continued to
decline, averaging 2.3% annually from 1983 to 1986. On the other hand, as
predicte: the labor force has expanded more in line with past population
growth rates (by 3.7% annually). Unfortunately, employment in the formal
sector did not expand in net terms, a by-product of the economic recession
(output was down an average of 0.7% annually). Indeed, had the labor
intensivity of growth not risen modestly, formal employment would have
contracted.

54. The slowdown in formal market employment growth from nearly 4%
annually in the 1970s to 1.7% in the 1980s, together with the continued high
rate of labor force expansion, has led to a striking increase in the number
of workers obliged either to seek informal employment, to emigrate, or, in a
smaller proportion of cases, to remain unemployed for long periods of time.
This growing employment "gap" -- or the difference between the number of
potentially productive job holders and the number of productive jobs actually
made available in the economy -- had by 1986 reached almost 5 million
workers, or more than 19% of the labor force, compared with 1.5 million
workers (7%) in 1982. Lack of solid information on the quality of employment
in informal labor markets, and the proportion of workers productively
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Table 1.22: MEXICO: COMPARISON OF CONASUPO FOOD SUBSIDIES AND TRANSFERS
RECEIVED FROM FEDERAL GOVERNMENT, 1982-1986

(in billions of pesos)

Subsidies
As a Share

Transfers from of Transfers
Year Food Subsidies Federal Government (X)

(% of GDP) (% of GDP)

1982 58.7 0.62 54.0 0.57 109
1983 173.2 1.01 126.2 0.74 137
1984 271.7 0.94 348.1 1.21 78
1985 205.1 0.45 466.6 1.02 44
1986 143.8 0.18 587.6 0.73 24
(budget)

Source: World Bank staff estimates.



Table 1.23: MEXICO: SELECTED TRENS IN POPULATION, EMPWLYENT, AND WAGES, 1980-1986

1980 1981 1982 1983 1984 1985 1986 1983-86

Population Growth 2.7 2.6 2.6 2.5 2.4 2.3 2.2 2.3

Labor Force
Size (in millions) 20.0 20.7 21.4 22.2 23.0 23.8 24.7Growth (%) - 3.5 3.4 3.7 3.6 305 3.8 3.7Participation Rate (%) 29.0 29.3 29.5 29.9 30.2 30.6 30.7

Formal Employment
Total (in millions) 18.8 20.0 19.9 19.6 20.1 20.3 19.9Growth (X) - 6.4 -0.5 -1.5 2.6 2.5 -2.0 0.0

Private Sector
Sub-total (in millions) 15.6 16.5 16.2 15.6 15.9 16.0 n/aGrowth (Z) - 5.8 -1.8 -3.7 1.9 0.6 n/a -0.43]

Public Sector
Sub-total (in millions) 3.2 3.5 3.7 4.0 4.2 4.3 n/aGrowth (%) - 9.4 5.7 8.1 5.0 2.9 n/a 5.43]

K2loyment Gap 2,
Total (in millions) 1.2 0.7 1.5 2.6 2.9 3.5 4.8Growth (%) - 41.7 ' 114.3 73.3 11.5 20.7 37.1 33.8As share of labor force (%) 6.0 3.4 7.0 11.7 12.6 14.7 19.4

Mean Real Wages (1980-100)
In Manufacturing 100.0 101.2 103.6 75.3 72.1 73.3 n/a -10.3 3Change (Z) - 1.2 2.4 -27.3 -4.2 1.7In Construction 100.0 103.3 101.3 79.2 73.2 70.1

Change (Z) 3.3 -1.9 -21.8 -7.6 -4.2 n/a -11.23]

4/ 1983-1985.
J Defined as that part of the labor force not employed in the formal wage market. It is presumed that mDst of theseindividuals have obtained employment elwewhere, either in the informal domestic labor sector or abroad.n.a. - not available
Sources: Banco de Mexico; SPP/Inegi; SRCP; and the IMF.
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employed abroad, blocks deeper analysis, but, at the very least, the data
suggest that underemployment may be an increasingly serious problem.

Mexico's Growth-Oriented Program for
Adjustment and Structural Change

550 The deterioration in fiscal/monetary trends during the first half
of 1985 coincided with a substantial delay in completing negotiations with
the IMF for the third-year EFF program. The first drawing under the 1985
program was made only on June 7 of that year. Thereafter, the Government
made no further drawings until the program expired at the end of 1985. The
halt in drawings resulted after it became clear that some of the performance
criteria built into the program for end-June, end-September, and end-December
1985 would not be satisfied.

56. To deal with the imbalances leading to the breakdown of the EFF,
the Government followed up its announcements of major shifts in trade and
exchange rate policies with the presentation of hn ambitious budget for
1986. The budget projected a decline in the public sector borrowing
requirement from 10% in 1985 of GDP in 1985 to 5% in 1986. This implied an
impressively large fiscal adjustment, made even larger by the allowances in
the budget for higher interest payments on domestic public debt and special
outlays for earthquake reconstruction, and for lower revenues from oil
exports. It corresponded to an increase in the primary surplus from 3.3% in
1985 to over 9% of GDP in 1986. However, once it became clear that the
decline in international petroleum prices and in Mexico's oil export earnings
would far exceed the 1% of GDP loss previously assumed, the original budget
had to be scrapped, and a new policy program developed.

57. Much of 1986 has been occupied with efforts by Mexico, with strong
support from certain segments of the international community (chiefly the
multilateral financial institutions), to devise a growth-oriented program of
adjustment and structural change, and to negotiate agreements with external
creditors which would be vital to the program's success. These agreements
included an 18-month stand-by with the IMF, providing SDR $1.4 billion
(US$0.3 billion net); a package of US$2.3 billion in net IBRD disbursements
financing traditional investment projects, providing quick-disbursing policy
loans, and loan guarantees with a present value estimated at roughly US$0.2
billion; a pledge of US$0.4 billion in net lending from the IDB; and accords
with commercial and bilateral creditors for additional new money in the
amount of US$7.7 billion and to reschedule debt service on US$70 billion of
existing debt.

58. The elements of this complex exercise started to materalize in a
joint announcement on July 22, 1986 that the IMF and the IBRD had concluded
agreement with the Mexican Government,on a package of policy reforms to which
they had pledged US$4 billion over the period of 1986-87, and for which the
financial support of other creditors was welcomed. A meeting of the Paris
Club, convened in mid-September 1986 led to rapid agreement between Mexico
and its bilateral creditors on a rescheduling of US$1.8 billion in credits.
This was followed in October by an accord between the Mexican Government and
the Steering Committee of Foreign Commercial Banks to obtain US$6 billion in
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new money and debt relief and an additional US$1.7 billion in contingent
finance. Although originally the adhesion of commercial bank creditors
representing at least 90% of the total pledged amount was planned for
completion by early December 1986, delays stemming from reluctance by some
banks to assume their pro rata share of additional exposure blocked reaching
the critical mass until the end of April 1987, when disbursement of the first
US$3.5 billion tranche finally took place. 4

59. The delays in completing the commercial bank component of the
financing package may have added to the costs of adjustment. The recovery of
the economy was correspondingly delayed by the lack of credit, and the rate
of inflatiLn may have been forced higher than what might otherwise have been
necessary by the need to replace delayed external financing with inflationary
primary credit from the Central Bank. Interest rates and the rate of peso
devaluation had to be raised to exceptionally high levels to cover external
financing gap and divert even more resources than expected from the private
sector to finance the fiscal deficit. (One estimate is that public sector
borrowing costs were about 0.5-1.0% of GDP higher during the December
1986-April 1987 period than they might have been if the commercial bank
financing had been available by December). Moreover, the framework of the
debt restructuring negotiations was supposed to reflect a sharing of the
financing of the oil price shock with external creditors until Mexico could
complete its domestic adjustment. Hence, when commercial bank funding was
delayed, some sectors of public opinion in Mexico, expressed concern that
Mexico was assuming a disproportionate share of the adjustment burden.

60. Nevertheless, the Government did not awalt implementation of the
financing agreements to begin implementing key components of its program.
Cuts in transfers and subsidies to CONASUPO and to the sugar, fertilizer,
steel, railroad and power parastatals, increases in value-added and social
security taxes, and major adjustments in public prices for gasoline, power,
basic foodstuffs, and other services resulted in an increased fiscal effort
equivalent to roughly 2.2% of GDP during 1986, i.e. when measured at the
level of the non-oil primary balance (see Table 1.8).6/ To ease the
pressure on the balance of payments, the controlled exchange rate was
depreciated in real terms by about 2-1/2% monthly through the end of 1986,
essentially eliminating the spread between the "free" and controlled rates
from December 1986 through May 1987. Rising inflationary pressures, and the
large imbalance between the size of the fiscal deficit and the availability
supply of domestic credit, triggered a crowding out of the private sector,
and increases in interest rates on financial assets to unprecedented real
levels.7/ During the last quarter of 1986 and the first quarter of 1987,
broad money (Ms) was growing at a }5-20% annual real rate, reversing the
sharp decline which had started in arly 1985. Between December 1985 and
July 1986, banking credit to the private sector was frozen at the nominal
level outstanding at the end of October 1985. During the latter half of

6/ The non-oil primary balance is the measurement of the fiscal outcome of
all public sector spending except payments of interest on the peso-
denominated public debt, and all revenues, except those derived from
oil-based export revenues and domestic taxes.

7/ In December 1986, interest rates on short-term banking deposits had
risen to 150% on a compounded basis, yielding nearly 22% annually in
real terms.
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1986, credit restrictions were relaxed only slightly. For all of 1986, the
volume of real credit channeled to the private sector fell by 17%.

61. The pace of structural reform has also accelerated, particularly
since July 1985. Some of these steps, such as liberalizing imports,
promoting non-oil exports, reducing public sector non-financial spending, and
diminishing food subsidies and controls on agricultural marketing were
already discussed in paragraphs 30-33, 36-37, and 51. However, action has
by no means been confined to these areas. Among the other reforms initiated
should be mentioned:

Parastatal Enterprise Management

-- As of May 1987, the number of public entities had declined to
around 580, compared with 1155 in December 1982.

-- A major basic steel processor -- Fundidora -- was closed in June
1986, eliminating 6,000 jobs in the plant, and as many as 5,000
additional jobs among dependent private sector suppliers.

-- CONASUPO (see paragraph 51 and Table 1.22)

-- In the fertilizer sector, three obsolete and polluting plants have
been shut down, the distribution system improved, and staffing
levels reduced.

-- In the sugar sector, two state-owned mills have been closed with
the elimination of 2,400 jobs. Six additional mills will soon be
closed. The remaining mills have been assigned physical targets
for productivity and efficiency to evaluate the desirability of
keeping them in operation.

-- The national railroad is carrying out a major restructuring with
support from World Bank lending.

-- Shipyards are being restructured to benefit from new technology.

Structural reorganization proposals for the state oil company, the
petrochemicals industry, Aeromexico8/, the steel complex,
(SIDERMEX), and the state truck manufacturing firm (DINA) are in an
advanced stage of policy review. Implementation has advanced quite
far in some enterprises, such as SIDERMEX and DINA.

Foreign Direct Investmeant

-- The Government clarified the basic legislation regulating foreign
investment in stages over the 1984-1986 period. The published

8/ One of two state-owned airlines, the other having already been put up
for sale.
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rules identify those sectors where the share of foreign ownership
of local companies is unrestricted, partially restricted, or
prohibited. In nine major sectors -- non-electrical machinery and
equipment, electrical machinery and products, metal mechanics,
electronic equipment and spare parts, transportation equipment and
materials, chemicals, high-technology services, hotel industry
equipment and operation, and other manufacturing industries
(excluding petrochemicals and auto components) -- 100% foreign
ownership is now permittedo Projects promising acceptable levels
of non-oil exports are similarly eligible. This compares with a
normal statutory limit on the foreign ownership share of 49% in
those sectors where foreign investment is permitted.

As of the end of 1985, foreign shareholders had more than 49% of
the ownership in over 40% of companies with foreign participation.

The administrative review of petitions for new or additional
foreign investment has been simplified and shortened. Some
operations -- such as raising the level of foreign equity
participation in an enterprise already majority foreign-owned, or
transferring stocks and assets among foreign investors -- no longer
require official authorization, only pre-notification. This has
reduced the number of cases subject to review by 60% in 1985
compared to 1983, and reduced the average period for review and
final decision by over 40% (from 198 to 114 days).

Export-oriented projects can now receive automatic approval within
30 days of initial a?plication.

Small and medium-scale enterprises may be majority foreign-owned,
so long as at least 35% of their output is exported.

-n 1985, foreign investment authorizations reached nearly US$1.9
billion, surpassing the peak level reached in the boom year of
1981. During the first quarter of 1986, 47 of the 48 applications
received by the National Commission on Foreign Investment were
approved.

Between 1983 and 1985, the number of enterprises with foreign
equity participation increased by 14% to nearly 7,000; registered
new investment amounted to US$4 billion, of which US$1.5 billion
(37%) did not require authorization. At present, approximately 30%
of merchandise non-oil exports are produced by enterprises with
some foreign ownership.

In 1986, inflows of foreign direct investment 4re estimated to have
doubled over the level of 1985 to approximately US$1 billion.

In-bond industries are now permitted to market up to 20% of their
output within Mexico, provided there is no competing domestic
product.
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-- The Government recently launched a debt-equity conversion program
whereby foreign investors may acquire Mexican public sector
external debt at discounts of up to 30% in the secondary market.
The debt may be converted into pesos at the free exchange rate to
finance officially-approved equity investments, including purchases
of equity in state-owned companies, new capital expenditures,
repayment of peso loans from Mexican nationalized banks, prepayment
of the (FICORCA) peso obligations and rescheduled external debt of
the private sector, and payments to domestic suppliers. Deals
amounting to about US$1.6 billion were approved during 1986, of
which US$700 million involved public debt. A higher rate of
conversions is anticipated in 1987.

Subsidies and Price Controls

The volume of interest rate subsidies channeled through official
development banks was reduced from 5.4% of GDP in 1982 to an
estimated 3.7% in 1986. Federal government transfers to these
institutions fell from 1.7% of GDP to 0.6% of GDP.

Higher real retail prices on a controlled basic agricultural
consumer goods have been coupled with a reduction in CONASUPO's
marketing volume As a consequence, subsidies to the consumption
of basic agricultural goods decreased by over 80% in real terms
between 1983 and 1986. Food subsidies are now in effect only for
tortillas.

Increases in the real domestic prices of oil derivatives, along
with decreases in the volume sold (except for fuel oil), led to a
reduction in implicit fuel subsidies from 4.6% of GDP in 1982 to
2.1% in 1985. Real gasoline prices (leaded) had increased by 44%
in real terms during the 1982-86 period.

"rice increases have virtually eliminated subsidies for potassium-
based fertilizers.

Train cargo rates were raised 46% in real terms between 1983 and
1985.

Subway fares in Mexico City were raised 20-fold in August 1986.

By March 1987, controlled prices had been raised 18.6 times (about
16% in real terms), relative to average 1982 price levels, compared
to 16.0 times for non-controlled prices.

External Capital Flows

-- Prior to the collapse of international oil prices in early 1986,
Mexico had substantially reduced its reliance on foreign savings
and on new foreign borrowing. By the end of 1986, external debt
was only 13% above its level at the end of 1982, an annual average
increase of 3%, compared to increases of 30% annually from
1978-1982.
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-- The resource (trade) balance shifted from an average deficit of
US$1.5 billion annually during 1980-82, to an average surplus of
over US$12 billion in 1983-1985. Even in 1986, when Mexico
experienced a nearly 60% loss in oil export revenue, the trade
surplus reached nearly US$6 billion.

-- The current account balance shifted from deficits averaging US$11
billion annually during 1980-1982, to surplusses averaging over
US$3 billion annually during 1983-1985.

-- Capital flight (defined as the sum of gross capital inflows and the
current account deficit, less increases in foreign reserves), which
may have averaged around US$7 billion annually during 1979-1982,
was reduced to less than half that level during 1983-1985. And in
late 1986 and early 1987, the private sector was repatriating
capital at the rate of US$200-500 million monthly.

Policy Content of the Program, 1986-47

62. With the economy already in a deep recession, the Mexican
authorities judged that an attempt to compensate Immediately and fully for
the loss of oil export earnings (equivalent to nearly 7% of GDP in 1986)
through domestic adjustment alone would not have been economically or
politically sustainable.

63. To buy additional time to adjust and to involve external creditors
in sharing the burden of adjustment, the Government negotiated an 18-month
program covering the period of October 1986 to March 1988. The program
contained several key features:

(i) it provided for continued adjustments in domestic macro-policy
intended to lay the foundation for moderate growth in 1987-88;

(ii) it cal led upon commercial and bilateral official external creditors
to reschedule payments on past external debt obligations amounting
to approximately US$70 billion, and to provide, jointly with the
international lending institutions -- the IMP, the IBRD, and the
IDB -- US$10.7 billion in net new money over the program period.
In this way, part of the shortfall in resources triggered by the
loss of export earnings could be financed from abroad, giving
Mexico additional time in which to complete the adjustment, while
not foregoing prospects for renewed growth;

(iii) it included certain contingent financing mechanisms designed to
cushion the economic program from unforeseen new shocks which might
jeopardize its implementation; and

(iv) it called for the continuation of a number of far-reaching
structural changes to accelerate the shift from an oil-dependent
economy, complete the trade liberalization process, opening of the
economy, boost non-oil exports, strengthen creditworthiness, and
streamline public sector management. The latter would include a
restructuring of key parastatal enterprises and a more focussed,
efficient public sector investment program.
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Macro-economic Policy

64. Strengthening public finances was a key component of the program.
The impact of declining oil prices on revenues, and of higher inflation on
interest payments, led to a major increase in the PSBR, from 9.9% of GDP in
1985 to 16.1% of GDP in 1986. On the other hand, as noted earlier, the
primary domestic fiscal deficit declined in 1986 by over 2% of GDP,
reflecting a number of fiscal measures taken during the course of the year.
The Government's new program called for further fiscal adjustment amounting
to about 2.3% of GDP in 1987. This adjustment would be distributed
approximately as follows:

Measure % of GDP

Increases in Tax Revenues 1.1
(Elimination of Corporate (0.5)
Deduction of Interest Payments)
(Interest Charges on Unpaid Tax (0.3)
Obligations)
(Increases in Minimum Value-Added Tax Rates) (0.3)

Increases in Public Prices and Tariffs 1.2
(Higher Fuel Prices and Gasoline Taxes) (1.4)
(Other Public Enterprise Goods and Services) (0.6)

Less,
(Revenue Short-falls in Decentralized (-0.8)
Agencies and Social Security)

65. As is clear from the above, the new measures were predominantly
revenue-raising, rather than expenditure-reducing. The Government believed
the margin for further reductions in programmable expenditures was limited by
the large reductions in outlays which had already occurred, and by the need
to increase public investment spending from its currently depressed level, if
only to cover the depreciation of the public sector's existing capital
stock.?/

66. Assuming that oil export revenues provide fiscal revenue equivalent
to nearly 6% of GDP in 1987, and under certain other assumptions about
macro-economic performance to be discussed below, the measures under this
program would be sufficient to produce a surplus on the primary fiscal
balance (defined as the PSBR net of all interest payments) of around 5.4% of
GDP in 1987, compared with a surplus of 2.3% in 1986, an improvement of about
3.1% of GDP on a year-over-year basis. The size of the PSBR will depend
on how non-programmable spending evolves, especially payments of interest on

9/ Public investment outlays totalled 5.3% of GDP in 1986, of which about
1.2% represented investment in oil and gas production and distribution.
Non-petroleum investment spending was, thus, around 4.1% of GDP, which
is the lowest level observed since the 1960s.
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the public debt. These are expected to be higher in 1987, because of higher
rates of inflation through at least the first half of the year, and higher
real interest rates on service of the public internal debt. The
interrelationship of inflation, interest payments, and the size of the PSBR
being financed, ex ante and ex post, raises key policy issues to be discussed
below.

67. The structure of domestic interest rates has been improved. A
majority of preferential credit rates now operate at margins or discounts
fixed in relation to the Average Cost of Funds (ACF), and have been made
variable. The lowest of these variable rates is now 74% of ACF (equivalent
in March 1987 to abou. a 113% annual rate of interest), although some housing
lines of credit have lower rates calculated by a non-ACF formula. The ACF
itself yielded positive real interest rates, 6% an4ually on average during
1986, although .t went as high as 21% in late 1986. At that time, annualized
lending rates in the non-controlled segment of the commercial bank credit
market reached real levels of 25% or more, relative to trailing quarterly
rates of inflation, before declining to close to 0% in May of 1987. Most
lending rates have declined by similar magnitudes.

68. With respect to the exchange rate, even though the real effective
depreciation of the controlled peso reached 55% in the 18 months end1ed in
December 1986. This was a major factor in limiting net foreign exchange
losses to about US$1 billion for the year, well below the loss originally
allowed for in the program. The dual exchange rate will be maintained, but
the authorities have pledged to narrow the spread between the two rates
(below 1% in the first four months of 1987) with a view to eventual
unification.

Financial Package for 1986-87

70. The financial package arranged to provide Mexico with adequate
foreign exchange liquidity over the 1986/87 period was perhaps the largest
and most complex ever concluded for a major debtor nation in recent decades
(see Table 1.24). It provided US$10.7 billion in new money, US$2.3 billion
in contingent financing, and rescheduling of the service falling due on
US$70.5 billion of existing external debt.

71. Over half of the new money (US$6 billion) is being provided by the
approximately 500 commercial bank creditors of Mexico, of which US$5 billion
as a syndicated loan (Parallel Facility), and US$1 billion as B-loan
cofinancing with the World Bank of transport projects. M4aturities and grace
periods are for twelve and five years on the Parallel Facility, and fifteen
and nine years on the cofinancing component. The cofinancing component, with
its more liberal terms, is also covered by a non-accelerable World Bank
guarantee of the outer-year payments in an amount of US$500 million.

72. The multilateral development banks are committed to provide up to
US$2.7 billion in long-term credits, of which US$2.3 billion would be
provided by the World Bank. In addition to net disbursements of US$2.1
billion from direct lending, the World Bank total also includes the net
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Table 1.24: M840r: RUEY OF 1MM AND AMUN1S OF A198&-67
FDWI-A ''-Fa BY Mm aFEDrXR GEP

(in U.S. b)lions)

DpE of low/SoNr Amount ' Trt=
Maturity/Grace Interest Fate

(Years) (X)
10.7

Comercial Barks 6.02/
(Parallel Ne l'n FacUty) (5.0)3 12/5 LIBDR + 13/16
(Cofinatcing New Mo1y Facility) (1.0)2/ 15/9 LDOR + 13/16

Wtilateral Delopmnt Barks 2.7
(IND) (2.3)&/
(IDB) (0.4)

DIP Stan-y 0
Japan ./
aoc 0.6

Gwt!90 t 2.3
Cwusrcial Barks 1.7

(Investuet Srpport Facility) (1.2) 8/4 T13 + 13/16
(Grcwth Cofinancing Facility) (O. 5)7 12/7 LTIBR + 13/16

D Oil Co0tingenc mam .O.eJ

Debt EIN 70.5
'oausrcI B arks 68.7

(Pte-1983 Debt) (43.7) 20/7 LIBOR + 13/16
(1983-84 Debt) (8.6) 14/5 LIBOR + 13/16
(Private F100&rA Debt) (11.2) Tem coiarable to those coverg

public debt to be notiated.
(Interbank Credit Lines) (5.2) Ievel to be waintainad uitil 6/30/89.

Parts Club 1.89f 10/5 4ppropriate mr*et rates.

1/ 1)isbursaents contingnt upon cm ane with D1M stand-by and iOfIeentati of
specific World Bark loa. Of total, US$3.5 bilion wuld be released in Deomber 1986,
with the remaining US$2.5 bilon beig disbrsed in 5 quarterly tranches starting on
Jamnary 1, 1987.

2/ Sun to be redued by the aumt Madco saves a a result of the shift fram a prbs rate
to a LIBOR reference rae and lae spreads an restrutured debt during 1987. Ts
saving Is estiated at armnd US$300 milon.

3/ B-loan cof£inanig with WbrJld Bank, trnport sector loan. A no-accelerabile World Bu*
loan garantee for US$500 millicn is also provided.

4/ Includes prese wale of two 1Drld Bak guarantees totallirg US$750 million, dose
present value is estiunted at US$200 million.

5/ The IMF stand-by would provide S A1.4 billin in gross firancng over the period of
October 1, 1986 to Mardi 31, 1988. At curent a SR-U.S. doDlar comvesion rates, this
wul4 amut to l y US$1.7 billion.

6/ ILd fn of US$250 illion with the kbrld Bank Second Export Dewlopment
Policy laan, US$250 million for steel projects, and US$500 million for the Padfic
Petroleu Project.

7/ Covered by aUS$250 mtllion non-accelerable loan garantee of the tbrld Bwrk.
8/ The D omtmnt Is for the lesr of SR600 mimwi or US$600 mlllion.
1i/ Resdaeuling of 100% of the pinipal and 6aP of the iterest falling due on debt

outstandirg as of the end of 1985 dung the period of October 1, 1986 to March 31,
1988.

Souroe: IED staff etimt.
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present value (around US$200 million) of two loan guarantees with a face
value of US$750 million. To achieve a net disbursement level of over US$1.1
billion annually, new World Bank lending commitments will need to average
US$2.0 billion annually during 1986-87, of which about half would be in the
form of quick-disbursing policy-based loans in the areas of trade
liberalization, industrial restructuring, agricttltural reform, and public
enterprise management. These commitment:, would triple the average level of
World Bank lending to Mexico over the 1981-1985 period.

73. Through the IMF stand-by, Mexico would receive up to SDR1.4 billion
(approximately US$1.7 billion at the moment of signing) in gross financing
through the first quarter of 1988, about US$0.4 billion net. Finally,
Japanese lenders are providing US$1 billion for steel modernization and
petroleum export diversification projects, while the U.S. Commodity Credit
Corporation (CCC) has committed to US$600 million.

74. In addition to the new money, over US$70 billion in existing
external debt was restructured. Maturities and grace periods on commercial
bank loans extended prior to 1983 (US$43.7 billion) were lengthened from 14
and 5 years under the previous arrangement, to 20 and seven years under the
new one. The interest rate spread was lowered to 13/16 of one percentage
point over the London Inter-Bank Offer Rata (LIBOR) for the lifetime of the
restructured loans. On the nearly US$9 billion in debt incurred during
1983-84, maturities and grace periods were left unchanged, but the interest
spread was lowered as above. These agreements are expected to lower annual
debt service on pre-1986 debt (assuming an average LIBOR of 7%) by about
US$300 million in 1987, and on new money by about US$40 million. The
reduction in annual debt service would reach US$2.5 billion in 1989, and,
with the exception of 1 or 2 years, remain more than US$1 billion below the
old debt service profile through 1998 (see Figure 3). The profile of debt
service to exports, assuming a stable LIBOR and non-oil exports growing by
8-9% annually in real terms, would decline, mainly during the 1986-1992
period, and would match the debt service profile under the previous
arrangement between 1993 and 1998 (see Figure 4). Similar results apply to
debt service in relation to GDP, assuming 5% average annual real economic
growth after 1990 (see Figure 5).

Contingency Money

75. One of the most innovative features of the financial package
conceras the arrangements for contingent finance. The three facilities being
provided by the commercial banks and the IMF, with World Bank support, are
described below.

Oil Contingency Mechanism and Contingencl lvestuent Support Facility

7t6. To protect the implementation of Mexico's program from disruptive
shortfalls in export earnings over the next 18 months, two complementary
contingent financing facilities have been arranged:
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(i) the IMF's Oil Contingency Mechanism, limited to the lesser of
SDR600 million or US$600 million; and

(ii) the commercial bank's Contingency Investment Support Facility,
limited to US$1.2 billion.

77. The trigger for the IMF's Oil Contingency Mechanism is a price of
crude oil exports which averages less than US$9 per barrel in any quarter
between October 1, 1986 and December 31, 1987. The financing is to be
determined by first calculating the price shortfall against the US$9/per
barrel reference price (up to a maximum shortfall of US$4.07 per barrel),
then multiplying it by the reference volume of daily oil exports (1.2 million
b/d during the last quarter of 1986, 1.3 million b/d during 1987). Any
shortfall incurred between October 1, 1986 and March 31, 1987 would be fully
financed by external creditors. Thereafter, the maximum share of the short-
fall eligible for financing would decline quarterly from 80%, to 60%, to 40%.

78. The Oil Contingency Mechanism would cover the first US$200 million
in additional financing triggered under its mechanism. Thereafter, the
commercial banks through a Contingent Investment Support Facility, would
match IMF financing in a ratio of 3:1. The Contingent Investment Support
Facility would be triggered by:

(i) the prior triggering of the IMP's Oil Contingency Mechanism;

(ii) certification by the IMF (after consultation with the Mexican
Government and the World Bank) that a disbursement under the
Facility is necessary to protect the ongoing implementation of the
Government's budgeted public sector investment program; and

FIGURE 3

EFFECTS OF THE 1986 RESCHEDULING ON ANNUAL
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FIGURE 4

EFFECTS OF THE 1986 RESCHEDULING ON THE RATIO
OF DEBT SERVICE TO EXPORTS OF GOODS AND

NON-FACTOR SERVICES, 1987-2005
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(iii) certification by the IMF and the IBRD that Mexico is in compliance
with all conditions established for the Parallel New Money
Facility.

If Mexico's non-oil public sector export earnings, or the volume of its crude
oil exports, exceeded (or fell short of) the levels assumed under the
program, the contingent lending obligation of the commercial banks (but not
that of the IMF) for the particular quarter would be reduced (or increased)
accordingly within a predetermined band.

79. If the average price of oil were to exceed US$14 per barrel for any
quarter between October 1, 1986 and the end of 1987, the additional revenue
(calculated in accordance with the Oil Contingency Mechanism) would be used
to repay Mexico's existing drawings from the Contingent Investment Support
Facility and/or other new money facilities, lower pending commitments, and to
accumulate net foreign reserves above program targets. Under present and
projected average prices for Mexico's oil, it is not expected that either the

Oil Contingency Mechanism or the related Investment Support Facility will be
triggered for the duration of the program.

Growth Contingency Cofinanciug Facility

80. Mexico's commercial bank creditors agreed to provide up to
US$500 million for a Growth Contingency Cofinancing Facility. Providing
certain conditions were triggered, this Facility would become available for
investment projects identified as having significant employment generation
and spillover effects on the private sector. The projects would be in areas
where the World Bank has ongoing programs, and half of the amounts drawn
under the Facility would be guaranteed by the World Bank.

81. The triggering of the Facility was scheduled to occur if:

(i) by the end of March 1987, Mexico's economic recovery were not to
materialize, despite the effective implementation of the policy
program; and

(ii) the World Bank had confirmed that suitable projects had been
identified jointly with the Government.

82. In mid-May of 1987, the Government confirmed that real
manufacturing output in the first quarter of the year had been negative,
relative to the same quarter of 1986, thus triggering the release of the
Growth Facility. The funds are financing projects chosen for their
employment-generating effects and their positive spill-over effects on
private sector output.

83. Amounts outstanding under this facility as of March 31, 1988 are
repayable in 12 years from the date of each disbursement, with seven year's
grace. The interest rate will be 13/16 of one percent over LIBOR or the
equivalent reference rate.
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Key Economic Issues

84. Only resolute policy action over the past year-and-a-half has
prevented Mexico's exceptionally difficult macroeconomic situation from
becoming far worse. The decision to accelerate, rather than slow down,
import liberalization at a time when the balance of payments and foreign
reserves were coming under maximum stress, showed remarkable political
courage, as did the decisions to eliminate many subsidies, close down or
restructure certain public enterprises, engineer a massive real devaluation
of the peso, impose sharp new public spending cuts, reform the corporate tax
system and improve collections, and correct lagging public tariffs.

85. In many respects, there are grounds for prudent optimism about the
economic outlook. The worst of the terms of trade losses occasioned by the
decline in oil and other commodity prices may now be past; indeed, some
modest recovery in oil earnings during 1987 appears likely. Non-oil exports
are booming. Foreign interest rates perceived by commodity-exporting
developing nations appear to be declining in real terms, despite a recent
run-up in nominal rates. Foreign investor interest in Mexico is rebuilding
rapidly, bringing gains in jobs, growth, and export earnings. The economy
shows some signs of having bottomed out in the first quarter of 1987. And
deposits in the commercial banking system have begun to recover rapidly in
real terms since August 1986, now that positive domestic-foreign interest
rate differentials have been reestablished.

86. But there are also concerns that the near-term international
climate may become less favorable to Mexico's recovery. To longstanding
concerns about slow world economic growth, the heavy burden of external debt,
and declining international terms of trade must now be added the
possibilities of higher near-term interest rates on dollar-denominated debt
and an intensification of protectionism in Mexico's major export market.
These developments are ominous because of Mexico's heightened sensitivity to
exogenous changes.

87. In this extraordinarily complex situation, there are a number of
key domestic issues where sustained progress will be fundamental. Four in
particular are:

(i) implementing the key aspects of the growth and stabilization policy
package embodied in the PAC and in the new IMF stand-by (and going
somewhat beyond them in the fiscal and trade policy areas), so as
to maintain a climate of macroeconomic incentives conducive to a
sustainable recovery of output in a context of gradual
disinflation;

(ii) substantially accelerating trade liberalization -- for example by
bringing forward the measures planned for end-1988 to mid-1987 --
so as to relieve pressures to appreciate the real exchange rate,
strengthen the anti-inflation program, provide a sound environment
for new investment, and reinforce long-term export competitiveness;
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(iii) continding to raise the efficiency of resource use, not only
through trade liberalization, but through a restructuring of the
public sector, closer scrutiny of public investment options,
rationalizing industrial incentives, completing tax and agricul-
tural reforms, strengthening the financial sector, further reducing
credit subsidies, and pruning away regulatory "underbrush" without
undermining fundamental public policy goals; and

(iv) according more emphasis in policies to job creation and to the
alleviation of the costs of adjustment for the poorest.

Managing the Risks of Economic Recovery, 1987-88

88. It should in no way detract from the success of the 1986 policy
program to acknowledge that the current economic situation is one of
unprecedented delicacy, requiring continued vigilance, policy action, and the
willingness to act quickly to cope with unforeseen changes of basic
conditions. One imminent change stems, paradoxically, from the vigor and
effectiveness of adjustment efforts in 1986. The reversal of private sector
capital flight and the improvement in the non-oil trade balance have far
exceeded expectatior.s to the point that, even before the first tranche of a
US$6 billion foreign commercial bank credit could be disbursed at the end of
April 1987, Mexico had accumulated net reserves during the preceding 6 months
at the rate of nearly US$1 billion monthly.

89. Several factors may act to slow the rate of reserve accumulation in
coming months. Interest rate spreads on domestic relative to foreign assets
(which exceeded 20 percentage points in late 1986) should narrow because of
both rising rates abroad and faster depreciation of the free exchange rate in
recent months. Higher interest payments on external debt, a recovery in
import demand, and expectations of slower non-oil export growth during 1987
should also reduce net reserve gains. Still, on current trends, net capital
inflows with a direct monetary impact could total as much as US$10 billion
during the November 1986-December 1987 period, which would be roughly
two-thirds again the size of the narrow money supply (M1) measured at the end
of 1986.

90. The monetary impact of these large reserve increases poses urgent
and critical choices for policymakers, especially now that a comfortable
foreign reserve position has been restored. The lessons from the adjustment
experience of 1983-85 are clear: the present surge of liquidity triggered by
the monetization of large-scale foreign capital inflows must be staunched to
forestall runaway inflation and/or a rapidly appreciating real exchange rate,
negative real interest rates, and, eventually, a damaging setback to Mexico's
balance of payments. Already inflation has trended up to an annualized rate,
seasonally adjusted, of more than 120% during the first five months of 1987,
and is accelerating rapidly; the growth of narrow money (Ml) has accelerated
from 64% annually at the end of 1986 to 90 percent at the end of April 1987;
the stock exchange has shown conspicuous vigor (175% expansion in the first
quarter); nominal wage adjustments are becoming more frequent and larger (20%
in January, 20% in April, with a further increase expected in June); some
necessary price adjustments, particularly for gasoline and fuel oil, have



- 57 -

also added to cost-push inflationary pressures; and ex post real lending
rates in the free credit market have fallen from more than 25% at the end of
1986 to around 0% in May 1987.

91. The 1987 fiscal program agreed with the IMF calls for an additional
effort at the level of primary non-oil balance (defined as the public sector
borrowing requirement net of all interest payments on public debt and
revenues from public sector oil exports) amounting to about 2.3% of GDP.
Public sector price adjustments, increases in tax revenue, and reductions in
non-financial current expenditures, together with some projected recovery in
oil export prices, are expected to yield a surplus on the primary balance
(i.e., the "economic" fiscal deficit niet of interest payments on the public
debt and exchange losses) of around 5 to 5 1/2% of projected GDP. This would
imply full absorption of the fiscal impact of the oil price shock in only two
years. However, a sharp rise in real interest payments on public debt, which
the Government believes likely, is reflected in a substantially higher
ceiling on the operational deficit (defined as the PSBR net of the
inflationary component of interest payments on the domestic public debt).
Under the program, the operational deficit should not exceed 4% of GDP
(compared with 1.7% in 1986). Likewise, the PSBR ceiling of 15.6% of GDP is
slightly above the outcome in 1986. This is because the pr4jected path of
inflation is expected to remain above 1986 levels through at least the first
half of 1987, thereby increasing nominal interest expenses on the public
internal debt.

92. The fiscal component of the program would be reinforced by a marked
reduction in the growth of Central Bank net domestic assets (from 90% in 1986
to 68% in 1987, relative to note issue); an exchange rate policy which seeks
to maintain the current narrow differentials prevailing between the free and
controlled rates, while defending the gains in international competitiveness
won last year; continued liberalization of foreign investment rules,
including extension of the benefits of debt-equity swaps to Mexican investors
in priority sectors; continuing trade liberalization along the lines of the
program announced in April 1986; and public enterprise restructuring.
According to the program, gross reserve levels are planned to increase by
some US$5-6 billion, following two consecutive years of decline. By the end
of 1987, they would be equivalent to about 4 1/2 months of imports. And the
inflation objective is set at 85% on a 12-month basis.

93. In assessing the macroeconomic framework and its internal
consistency, it appears that the large and partly unforeseeable shift in
Mexico's foreign reserve position has radically altered the policy options.
Reserve accumulations could easily exceed the amount targetted in the
macroeconomic program by a wide margin, making it unlikely that the inflation
objective could be achieved. Additional policy responses are called for to
forestall the repetition of an outcome akin to that of the 1983-1985 period.
Two measures in particular seem fundamental: accelerating trade
liberalization and increasing public sector savings beyond the levels
currently planned.
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94. The three-year trade liberalization program which the Government
announced in July 1986 has been properly viewed as a structural reform,
mainly to improve the long-term efficiency of resource allocation. But in
the present circumstances, there are additional short-term benefits to be
derived from an acceleration of this program. By increasing imports, placing
a lower ceiling on the rate of price increases, and absorbing excess capital
inflows, a faster reduction of import barriers would help curb inflation,
benefit consumers and efficient tradeable goods producers, and relieve upward
pressure on the exchange rate.

95. In addition, a more active fiscal stance, aimed at raising the 1987
primary surplus by perhaps 1.5 - 2.0% of GDP above the level contemplated in
the IMF stand-by, will likely be needed to generate the increased domestic
savings that will finance the (non-inflationary) accumulation of reserves.
Tightening fiscal policy (preferably accompanied by accelerated import
liberalization) would relieve pressure on domestic financial markets and/or
the need for financing the deficit from the inflation tax. A third measure
would be to allow some gradual decline in interest rates on domestic savings
instruments so as to deter further inflows of speculative short-term
capital. (The Government has already begun to act in this area since April
1987). Fourthly, accelerating the on-going program of structural reforms,
with a focus on strengthening the finances of public enterprises (e.g.
through partial divestment, liquidation, or restructuring of the seven
large-scale non-oil state companies having a significant budgetary impact),
would bolster private sector confidence.

96. Open market operatiks might seem to offer a third instrument.
They could absorb excess liquidity more easily and rapidly than fiscal
contraction. But in the absence of increased fiscal savings, open market
operations would place upward pressure on real domestic interest rates. At a
time when Mexico's balance of payments position is strong, financial markets
are expecting at least a temporary slowdown in the rate of peso depreciation,
a factor which would reinforce the impact of open market operations in
widening the yield advantage of domestic over foreign assets. This would
only lead to more speculative capital, more monetization, and new
inflationary pressures. For the present, then, the large overhang of
external capital potentially seeking entry into local financial markets seems
likely to neutralize the effectiveness of conventional monetary policy tools.

97. Lastly, a passive monetary stance, i.e., one which permitted
present market forces to determine the direction of interest rates and the
exchange rate, could have deleterious consequences. Absent any change in
fiscal and trade policies, the result would be upward pressure on the real
exchange rate and downward pressure on real interest rates, possibly for an
extended period of time. The consequences for resource allocation, the
opening of the economy, a sustained reduction of inflation, and the balance
of payments could, ultimately, be severe.

98. The principal factors in restoring growth, then, would be (i) a
sustained decline of inflation via the policy measures discussed above,
(ii) stability in overall macroeconomic signals (especially the real exchange
rate), and (iii) clear, sustained movement toward a more open trade regime.
With these ingredients, recovery could originate from the export-oriented
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sectors, such as in-bond industries, tourism, and fresh vegetable production,
where investment and output have been growing rapidly since late 1985, and
spread to the rest of the economy.

99. Looking beyond 1987, fiscal policy might better emphasize
reductions in programmable spending, especially current spending, where
progress has been comparatively modest. As can be seen in Tables I.18,
between 1982 and 1986, government consumption and current transfers declined
from 22.6% to 20.7% of GDP, a reduction of less than 2% of GDP. Most of this
reduction (1.6% of GDP) occurred through huge reductions in real public
sector wages and salaries. Yet, at the very time when real public wages were
being cut by 40% or more, the number of public employees was expanding at an
average annual rate of 5.4% (although the rate of expansion had declined by
1985 to under 3%).

100. Therefore, in searching for ways to further reduce current
programmable spending, two areas offer some of the best opportunities:

(i) accelerating the restructuring, merging, and sales of public
enterprises. Of the nearly 600 public enterprises subject to
"disincorporation" to date, most were rather small in terms of
economic importance and budgetary impact. (The possible exceptions
would be the Fundidora steel plant, the El Presidente hotel chain,
and Mexicana Airlines)# Also, the 580 enterprises still in
operation are seven times more numerous than the public enterprises
in existence in 1970, so that far more could be accomplished.
Moreover, there are, in reality, seven major non-oil public
enterprises which account for the near totality of parastatal
enterprise deficits, and which absorb the "lion's share" of
budgetary transfers. This is where future efforts to streamline
could be focussed. Of the seven -- the Federal Power Commission,
CONASUPO, FERTIMEX, the steel sector, the national railroads, the
national trucking firm, and the national sugar company -- all have
now reached some sort of restructuring agreement with the federal
government. These agreements have been reached wtthin the
framework of a new Law on Parastatal Entities referred to earlier.
Implementation of the law could be accelerated by clarifying a
number of pending policy issues critical to the reorganization
of these enterprises. These include (a) raising transfer prices
and, correspondingly, output prices closer to international levels
(e.g. SIDERMEX, PEMEX/FERTIMEX and PEMEX/CFE); (b) stepping up the
rhythm of managerial and related reforms incorporated into a series
of debt relief agreements reached between the federal government
and certain enterprises (e.g. CONASUPO, FERTIMEX, and Azucar S.A.
de CV); and (c) establishing timetables for phasing out government
transfers to cover large operating losses (e.g., FERTIMEX and CFE).

(ii) pruning public sector employment. It seems incongruous that
during a period of budgetary crisis, public employment should have
increased by an estimated 800 thousand employees during 1982-85, or
about 23%. Some increases in employment may be justified in
sectors where demographic pressures increased the demand for basic
services, such as education, health, and public order. But in
reality, the growth in public employment has far outpaced
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demographic trends. Temporary employment in public works projects
could be a means of alleviating the social effects of an adjustment
program. But recruiting to the full-time public sector rolls gives
a permanent character to programs that should be of temporary
duration. More than one in every five employed personsnow works in
the public sector, up from one in six in 1980. In 1985, the
Government launched a major program to manage public employment in
such a way that the manpower needs of priority sectors could be
met, while limiting the overall growth of the public rolls.
Through selective dismissals, hiring freezes, and normal attrition,
the rate of public employee growth was reduced from 8.0% in 1983 to
2.9% in 1985, (This was still faster than the overall rate of
population growth of 2.3%). However, the longer-term goal
consistent with better public personnel management would be to
achieve some reductions in overall public employment, so as to
bring manpower more into line with the decline in real public
spending on non-financial goods and services of recent years (tie.,
about one-quarter at present). In this way, the imbalance
resulting from higher numbers of public servants having less
resources with which to work, and the resultant losses
of labor productivity, could be gradualy reversed.

101. The brunt of austerity has been borne by public investment. Since
some projects launched in the late 1970s and early 1980s (and only now being
completed) included "white elephants" and serious cost overruns, not all
investment cutback& detracted from growth prospects. Still, reductions in
key areas such as land t.ansportation, agriculture, and petroleum production
have been very large, indeed, so that selective increases in investment are
warranted, However, greater efforts are needed to ensure that these
resources are channeled to their highest productive use.

102. Some investment could still be trimmed if wasteful demand for
public services were curbed through further tariff adjustments,
notwithstanding the large catch-up increases in 1986/87. This conclusion
applies in particular to electric power, and, in Mexico City, to water,
telephones, and urban transport.

103. It is well to remember that, even with the recent increases in
electric rates, power costs only about US$0.03 per kilowatt hour, and in real
terms is less than two-thirds the level attained in 1960. With these low
rates, the Federal Power Commission has been unable to cover operating costs
and financial overhead, let alone any part of its investment. In 1985, it
received capital and current tranvfers from the federal government in the
amount of US$2.9 billion, although it would appear the comparable figure for
1986 was lower.

104. The new Mexico City subway fare, raised 20-fold in August 1986,
still barely exceeded 1 U.S. cent in April 1987. The situation is similar
for bus tickets, where fares are one-fifth the price of a bus ride in other
regions. Following the decline in the value of the coin used as a telephone
token, telephones in Mexico City were altered, so that no coin is now
required. The underpricing of water in Mexico City may be the single most
costly subsidized public service. Pumping water from distant low-lying
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valleys costs ten times more than the pumping costs of cities with more
accessible reservoirs. Yet, most consumers in the capital pay a flat rate,
irrespective of the amount consumed.

105. More realistic public service prices might have the collateral
benefit of reducing the flow of new residents from the interior of the
country to Mexico City, easing severe congestion in the capitol. And, of
course, to the extent that low priority investments could be foregone, this
would make room for greater increases in investments such as improved
schools, roads, and transport links, where striking a satisfactory balance
between high returns, a strong employment impact, and support for needed
structural changes in production would be far more likely.

Accelerating Trade Liberalization

106. Beyond the macroeconomic arguments for accelerated trade
liberalization, a number of structural factors suggest 1987 could be the year
to complete this process:

(a) although only about half as large at the end of 1986 as at the end
of 1985, disparities in average effective production remained wide
across industries (from -82% to 22%), meaning resource allocation
remained significantly distorted;

(b) major private and public sector decisions on investment are
imminent; and

(c) the highly favorable foreign exchange and real exchange rate
positions at present minimize the risks to the Government and
producers of accelerated liberalization;

107. Phasing out non-tariff barriers except for those based upon health,
public welfare, or constitutional considerations (mainly oil), would mean
that imports competing with nearly three-quarters of domestic production
could be freed (compared with two-fifths au of February 1987). The roughly
500-600 official reference prices, a large number of which were lowered in
February 1987, might be eliminated immediately, rather than waiting until the
end of 1987, as currently planned. Narrowing the disparities in effective
tariff protection rates during 1987 (particularly between industry and
agriculture) would also be highly beneficial for both macro-policy management
and efficient resource allocation.

Raising the Efficiency of Resource Use

108. The scarcity of savings to finance investment and growth is likely
to be a constraint within which the economy will be compelled to operate for
some years to come. Therefore, prospects for growth will depend more than
ever on achieving sustained improvement in the efficiency of resource use.
This explains the prominence accorded to structural change in the
Government's 1986-87 program. Beyond the gains in resource efficiency it
would bring about, a coordinated and ambitious package of structural measures
could impact favorably on the public's expectations about the success of the
stabilization program. Policy makers could do worse than focus their
priorities in the following areas:
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(a) Rationalizing Industrial Incentive Programs, Complementary action
would be needed to rationalize industrial incentives in tandem with
trade liberalization. In particular, domestic price controls,
sector programs, the fiscal incentives (CEPROFI) system and the
future role of industrial public enterprises merit priority
review. To start, price controls, although considerably relaxed
since 1982, still cover approximately one-third of non-oil domestic
value-added, accounting for a significant part of the negative
implicit effective protection currently present in key sectors such
as steel.10/ The trend toward removing or relaxing price
controls, as trade restrictions are taken off, should be
encouraged, especially in areas such as agriculture, steel, and
fertilizers, where little headway has yet been made.

Secondly, the sectoral programs, as originally designed in 1983-84,
tended to create a significant policy-based barrier to entry at the
final product level, and diminished the efficiency and productivity
of intermediate suppliers. Since downstream customers were obliged
to meet high minimum domestic content requirements in order to
receive related tax, credit, and other program benefits, the new
sector programs virtually guaranteed captive clients for
suppliers. Thnree such programs are now in effect for autos,
pharmaceuticals, and computers, while eight are pending. The
Government might consider restructuring the sector programs (a
process already underway with computers) so that they (i) offer
temporary, duty-based protection only to new entrants in sectors
with clear potential to campete internationally; (ii) replace
domestic content requirements for downstreem customers with a duty.
drawback system for input suppliers, (iii) are open without
distinction to all firms in aqualifying sector; and (iv) are
compatible with the efficiency aims of the trade liberalization
program.

Turning to a third area, fiscal incentives remain distortionary.
They have usually provided their most generous tax benefits to
invtestments in the most protected sectors--the capital goods, basic
chemical, and consumer durables industries. Subsidized projects
have mainly benefitted two dozen or so of the largest companies.
Since 1983, the rationale for this broadly-based program of fiscal
incentives has undergone review, with a consequent reduction in tax
benefits to about 0.5% of GDP in 1985, or about one-quarter of the
maximum size reached in the early 1980s. The remaining tax
subsidies might now be restricted to those sectors and projects
identified as likely to be highly competitive under the open trade
regime being introduced.

10/ A World Bank Steel Sector Strategy Review (Report No. 6429-ME of
October 3, 1986) indicates that the largest publicly-owned steel group,
SIDERMEX, absorbed an average net loss of US$54/ton on domestic sales
at controlled prices, or US$157 million for all of 1985. Another US$35
million was lost on exports.
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Finally, parastatals such as PEMEX, SIDERMEX, FERTIMEX, and the
Federal Power Commission play critical roles in defining the
overall industrial climate. They are, simultaneously, powerful
sources of procurement stimulating upstream suppliers,
officially-favored competitors, and, in many cases, arbiters whose
decisions can determine the fate of downstream industries dependent
upon them for basic inputs. When these inputs are of irregular
quality, high cost, or uncertain deliverability, dependent clients
may find it impousible to compete in an open trade regime. And
fears that key parastatals might succumb to wider competition
stiffen resistance to policy reforms. Therefore, the restructuring
of these parastatals forms an integral part of Mexico's general
plans for industrial rehabilitation and trade liberalization.
Under the terms of the new 1986 Law on Parastatal Entities,
managers are to be granted greater freedom from budgetary and
ministerial controls over daily operational decisions. They would,
in turn, be held accountable for the enterprise's performance
against financial, social, and other objectives. Clearly-defined
performance goals are essential, together with commitments from the
public powers to support these goals (such as by agreement on
timeframes for aehieving real tariff levels compatible with
financial soundness and efficiency). Staff incentives could also
be linked directly to success or failure in meeting agreed goals.
Examples might be worker bonuses, a career promotion ladder for
professional managers, competitive salaries designed to attract
specialized skills, and linkages between salary adjustments and the
introduction of changes in work rules and other productivity-
raising measures. For some public enterprises, privatization cum
elimination of current production monopolies might represent the
cheapest and most effective long-term solution. Or, as an
alternative, parastatal monopolies could be broken up into regional
companies, and/or subjected to limited competition from the private
sector.

The accelerating pace of announcemants about enterprise
restructurings throughout 1986 has been a heartening policy
development. However, the pace of improvements appears to have
slowed markedly in 1987. Plans for action covering parastatals
like FERTIMEX and SIDERMEX could be advanced more quickly,
following some variant of the workable program proposals under
review since mid-1986.

(b) Completing Agricultural Reform. As in a large number of developing
countries, agriculture in Mexico has suffered secularly declining
internal terms of trade and diminished export competitiveness.
Policies associated with import substituting industrialization, as
well as the effects of the "Dutch disease" triggered by the oil
boom of the 1970s, discouraged farm activities. Rapid changes in
macroeconomic and sectoral policies are now benefitting
agriculture's recovery. Improved price incentives to agricultural
producers, and the elimination of most food subsidies to final
consumers have introduced a climate of positive change. Better
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incentives, favorable weather, and recession-induced declines in
domestic demands have led to a roughly 50 percent reduction in
imports o; basic commodities since 1980. Still, price controls,
backed by quantitative trade restrictions, credit controls, and
input subsidies, continue to distort profitability and reduce
efficiency. And now that global food subsidies have been nearly
eliminated, programs to protect low-income consumers' basic food
requirements are in need of strengthening.

If agricultural trade QRs were replaced with moderate tariffs, and
price controls greatly relaxed, the internal terms of trade between
agriculture and industry, now strongly in favor of industry, could
be made neutral or nearly so. This would generate strong support
for the drive to boost productivity, rural incomes, and
agricultural exports. Important new tax revenues might also be
raised. The higher relative producer prices likely to result from
those changes would not only spur a more rapid transformation of
agricultural practices, but also remove the rationale for public
subsidies of water, power, and fertilizer inputs, thereby reducing
fiscal losses and discouraging waste.

Controls on distributors, marketers, and agro-processors would also
need to be phased out so that their margins could be maintained at
adequate levels. Private sector competition in importing and
marketing is already being enhanced significantly by CONASUPO's
gradual withdrawal from the distribution of sorghum and oil seeds.
Eliminating CONASUPO's freight subsidies on the transport of
agricultural commodities -- and with it pan-territorial wholesale
pricing -- would allow distribution margins to vary more closely
with true overhead costs, thus attracting larger numbers of
competitors.

To the extent that real retail prices rose, selective food
subsidies to the poorest would obviously be essential. The
recently-instituted system of tortilla food stamps appears unlikely
to reach those most in need, however, and may require significant
modification. (See the discussion of social policies below). The
considerations in sub-paragraph 101 (a) above regarding parastatal
enterprises also apply to the major state-owned agricultural
companies -- CONASUPO, Azucar S.A., and PRONASE.

As for public services to farmers, institutional progress has been
made in reforming and decentralizing the operations of the Ministry
of Agriculture. If continued, the reductions in excess staff, as
well as improved incentives and training for technicians and
specialists,will raise both the quality and the proportion of
public services delivered directly to farmers. Because
agricultural growth depends on appropriate incentives and adequate
infrastructural development, a sound multi-year public investment
program consisting of projects reflecting high economic returns is
essential. Although for the irrigation projects, analysis
generally follows sound economic criteria, in other areas, such as
rural development, the evaluation and monitoring of investment
appears to fall short of acceptable economic standards.
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The operation of irrigation systems could be improved through
better organization, increased water charges, and better financing
at the district levels. Also, some sub-sectors, such as the sugar
sector, recuire major reforms both in pricing policy and In
industrial structure.

(c) Strengtheningthe Financial System. Adapting production sectors to
competition in a more open international environment will likewise
test the capacity of the financial system to mobilize and allocate
financial resources efficiently. By altering sectoral
profitability dramatically from its secular pattern, opening the
economy could initially degrade the quality of lenders'
pre-liberalization portfolios. Moreover, a decade of turbulent
economic conditions has taken its toll on Mexico's financial
system. High and variable inflation, sometimes inflexible interest
rate and exchange rate controls, and uncertainty have led to
intermittent capital flight and disintermediation since 1972.
Chronic fiscal deficits and declining external credit availability
have led to drastic restrictions on the flow of credit to the
private sector, which received little more than one-fifth of total
credit flows in 1986. A selective review of some of the key issues
in the sector is offered in the subparagraphs which follow.

The commercial banking sector faces increasingly serious portfolio
problems. Internal bank systems for evaluating the viability of
projects being financed and borrower performance after loan
drawdown are generally weak. Declared arrears covered over 6% of
the loan portfolio at the end of 1986, equivalent to roughly
three-quarters of commercial bank capital and reserves. In
reality, the problem may be even more serious. The volume of
rolled over credits recorded as performing loans is considerably
larger than the equity of some banks. Given the relatively low
profitability of the majority of commercial banks (the average
ratio of overall net profits to total assets was about 1.3% at the
end of 1985), there is often little scope for flexibility in
lending practices. Commercial banks have sought to minimize credit
risk through high collateral (up to 200% of the borrowed amount)
and compensatory balance requirements up to 20% of the loan face
value).

Like the commercial banks, 20 or so official development banks have
undergone gradual consolidation, merger, and restructuring since
1983, resulting in modest reductions of overhead and staffing.
Nevertheless, most face serious problems of portfolio quality and
internal management. They remain reliant on declining, but still
substantial, credit subsidies (estimated at about 3.7% of GDP in
1986). A substantial share of their lendable resources is
channeled into preferred sectors and activities as determined by
government guidelines. Borrowers ineligible for preferred credit
are obliged either to self-finance (difficult in a recession), draw
from foreign assets (a growing trend in 1986 and early 1987), or
borrow from the often costly, but less bureaucratic, free credit
market.
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Since nominal borrowing rates in the free credit market are high
(around 150% annually as of April 1987), uncertainty about future
inflation considerable, and the new tax system will gradually
reduce the implicit subsidy for debt financing, borrowers remain
reluctant to undertake medium or long-term debt obligations. The
equity market is still in the early stages of development, and,
although in the midst of a boom, is limited to a few well-known
names. Venture capital funds, which could supplement high-cost
loan resources, do not exist as yet. Generally, the market for
longer-term financial instruments has shrunk significantly in
recent years. As the lendable resources of all bauks have
declined, one potentially positive development is that the stock
exchange, with 30 brokerage houses and four independent brokers,
has begun to offer competing financial services, mainly short-term
commercial paper. The absence of margin requirements and credit
controls has enabled the brokerage houses to compete vigorously
with the commercial banks.

As for possible remedies for these various problems, first,
sustained and convincing progress toward restoring stable
macroeconomic conditions will probably be a sine qua non for
undertaking structural financial sector reform. Meanwhile, the
continued development of the brokerage and commercial paper markets
will bring welcome competition to the banking sector.

To improve savings mobilization, Mexico's experience demonstrates
that maintaining interest rates for savers at or above yields on
comparable foreign assets, adjusted for devaluation, would help
sustain rising demand for local financial assets. (For example,
the M5 money supply rose at an annual rate of more than 20 percent
in late 1986 and early 1987, when the domestic foreign yield spread
turned positive, after declining by 16% earlier in the year when it
was negative.) Ceilings on the interest rates banks are allowed to
pay on savings deposits, although currently non-binding, have also
contributed to past problems of disintermediation and might,
usefully, be abolished, Other practical structural steps -- like
reductions in credit subsidies and the merger or closure of
non-viable banks -- have been underway for several years and need
to be continued.

There is also a need to introduce greater transparency into the
scheme of subsidies through a national system of accounting,
control, targetting, and budgetting, and through the establishment
of timetables for financial intermediaries to achieve agreed
targets for portfolio cost recovery. A counterpart of programs to
clean up weak bank portfolios could be a reduction of official
credit controls, so that banks would be more accountable for their
future portfolio risk management.

Parallel efforts will be needed to deal with the weakened financial
condition of many borrowers and to expand the use of lending
instruments -- such as loans with interest capitalization features
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-- more suited to an inflationary environment. Financially-
weakened borrowers with healthy long-term prospents may need
comprehensive restructuring paceages, including debt/equity swaps,
the lengthening of maturities on existing loans, fresh working
capital, and resources for investment in new capacity or
modernization of existing fixed assets. A Governmental study is
now being launched to examine many of these tssues. Early
completion and follow-up action deserve high priority in the
Government's overall strategy.

(d) Improving Public Sector Managementil/. In addition to those
public enterprise management issues raised in the discussion of
industry (see page 64), improvements in budgetary and public
investment processes would also be desirable. Some have already
been introduced in the course of preparing the 1987 budget. For
example, ministries and agencies are being asked to rank
expenditure and investment proposals by priority, to compare
planned versus executed expenditures over the preceding two fiscal
years, to prepare two-year investment budgets, and to identify
those projects which would become operational during the fiscal
year if the proposed investments were approved unchanged. As
experience is gained with these procedures, further progress might
be made in clarifying the budgetary and planning roles of the core
economic ministries, the sectoral ministries, and the line
agencies, respectively; developing realistic and consistent basic
macroeconomic parameters for government-wide use in project
evaluation and financial programming; developing coherent sectoral
strategies which incorporate key objectives; pinpointing measures
to improve the efficiency of existing investments; promoting
greater financial self-sufficiency in the executing agencies;
strengthening program and project evaluation through financial and
economic rate-of-return analysis; evaluating trade-offs between
allocating more resources to start new projects, to complete
on-going ones, or to maintain already completed projects; and
monitoring how efficiently existing assets are being used and
on-going projects executed.

Reassessing Policy Framework for Social and Employment Iqpact 12/

102. The severe economic problems Mexico has faced since 1982 will, by
the end of 1986, have resulted in cumulative declines in real per capita
GDP of approximately 10%, and in real per capita consumption of perhaps 13%.
These declines appear to have been unevenly distributed among the population,
as indicated by data on wages and employment, per capita food consumption,
the distribution of subsidies, and public spending on social sectors. Wage

11/ This section draws in part upon the August 1986 Public Sector
Investment Review (Report No. 6371-ME), whose main observations are
reviewed more extensively in Annex I.

12/ The issues discussed in summary fashion in this section are covered in
gr3ater depth in Chapter II.
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earners, including the urban middle class and the poor, have been among the
hardest-hit, having seen their renumeration as a share of GDP decline by
about one-fifth in recent years. On the other hand, in rural areas where
poverty is concentrated, the effects of the recession may have been attenu-
ated by the somewhat stronger performance of agricultuze (1.4 percent average
annual growth during 1983-86, compared to -0.7% for the economy overall).

103. Whatever the uncertainties about the distributional consequences of
the recession, the widespread incidence of extreme proverty means there is an
urgent need for comprehensive policy action to: (i) alleviate in
cost-effective ways the impact cf the economic crisis on the poorest, and
(ii) generate the additional jobs needed to absorb the more than 800 thousand
people entering the labor force every year. By the nature of the comp
social, political, ethnic, and physical factors involved in targetting and in
employment generation, it should be obvious that these are no easy answers to
these issues.

104. Subsidies for food and for basic public services such as water,
electricity, and gas might be better targetted on the poorest via stamps,
coupons, and special tariffs available only to consumers in well-defined
low-income neighborhoods. In this regard, the recently established system of
tortilla food stamps, with its heavy reliance on urban-based trade union and
political groups for distribution, appears unlikely to reach the extreme poor
who are mainly concentrated in rural areas. Thus, the distributional impact
of the program has been blunted, while another incentive for rural migration
to already crowded cities may be in the making. It might be preferable to
distribute these stamps exclusively through food outlets located in deprived
rural and fringe urban areas, such as those operated by CONASUPO (DICONSA and
LICONSA), and make them available for a wider variety of nutritional foods
important in the dicts of the poor, such as beans. eggs, and bread.

105. In recent years, the IMSS-COPLAMAR health care program displayed a
certain aptitude for reaching the poorest. But decentralization appears to
have eroded the quality of services in some regions, meaning COPLAMAR may now
be a less satisfactory vehicle for poverty-oriented services in health and
nutrition. Much will depend on whether the states can be persuaded to
increase their financial and political support for this program. Further
consideration might also be given to the school lunch program, which has
operated reasonably well in Mexico, and which has been successfully used in
other Latin American countries to distribute food to students and other needy
family members in combination with basic health programs.

106. Reserving a larger share of the national educational budget for
pre-primary, primary, and secondary education would also be of major benefit
to the poorest. Per student public expenditures for university education
were ten times greater than those for elementary children in 1984, and
consumed about one-fifth of the national educational budget. One of the many
factors behind the rapid growth in public outlays for higher education is
that tuition fees at the largest national university, UNAM, have declined to
a small fraction of their real level in 1948, even though only one in six
UNAM students comes from a family whose income is officially considered to
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f all below the poverty line. 13/ Clearly, if some reasonable cost-sharing
formula were to be reintroduced, students from lower-income strata would need
ample assistance in the form of grants, subsidized loans, etc., to meet
higher costs, but this would obviously be far less onerous for the state --
and more equitable -- than today's indiscriminate tuition subsidies.

107. Policies on housing, water, and sewerage might also be reviewed
to see whether their poverty-alleviating effects could be enhanced. For
example, approximately 86% of the subsidized credit 'for housing is presently
channelled through the PFV-FOVI and payroll fund programs, which provide
financing mainly for middle-income families. A shift of credit subsidies to
low-income housing programs, such as FONHAPO, might be more equitable. If
they were given as lump-sum grants rather than interest rate breaks, they
would also be more transparent and monitorable than the present subsidy.
Other measures successfully tried in Mexico and elsewhere in Latin America
include programs to regularize ownership or tenancy in urban slum areas, so
that the poor have sufficient security to undertake improvements in their
living quarters; siting more connections to water and other basic public
utility services within poor communities; and decentralizing housing
assistance, such as the distribution of low-cost building materials, directly
to the abodes of those poor engaged in recognized self-help housing projects.

108. With respect to job creation, some taxes and tax exemptions, such
as the social security payroll tax and accelerated depreciation allowances,
appear to penalize the use of labor inputs and/or grant excessively generous
implicit subsidies to capital and to higher-income entrepreneurs. Studies
are needed to see how the anti-employment biases of the tax system could be
further reduced, while continuing to generate adequate and assured levels of
revenue compatible with the stabilization program. (Aside from its effects
on employment, the tax system may also have adverse redistributive effects.
Currently high rates of tax evasion by firms and upper-income individuals are
starting to be curtailed through a new Government campaign, initiated in
1987, to increase the number of tax audits and tighten internal tax
administration. Over a period of time, this program could demonstrably
increase the public perception of equity in tax enforcement.

109. Secondly, expanded training programs are urgently needed to ease
the process of industrial and public enterprise restructuring, while
equipping new labor market entrants with marketable skills. Thirdly, a
cautious expansion of labor-intensive public works programs in low-income
areas need not be unduly costly to the public treasury, but would primarily
benefit the needy. Lastly, a system for monitoring key indicators of
poverty, health, nutritional and educational trends, and the results being
achieved in public social programs, would offer policymakers better guidance

13/ Recently, students at the Mexican National Autonomous University were
asked to voluntarily consent to an increase in tuition fees on an
ability to pay basis. However, it would now appear that the proposal
has been abandoned.
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than at present in assessing how well their efforts are succeeding, and which
areas are in need of more intensive solutions. For example, the long delay
in releasing the results of the 1983-84 National Survey of Household Income
and Expenditures has deprived policymakers and the informed public of a
valuable tool for determining which types of food are most nutritionally
significant to low-income groups, and, thus, most suitable for targetting.

Medium Term Macro-economic Prospects

110. The implications of the major macro-economic policy options
available to the authorities can be illustrated by three scenarios (see Table
I.25). These scenarios should not be construed as attempts to predict the
future, but rather as devices for highlighting quantitatively the effects of
different policy mixes. All of the scenarios operate under common
assumptions about the international environment, namely that world economic
growth will remain sluggish (2.0-2.5% annually in the OECD countries), that
after a temporary acceleration of prices in 1987, inflation will subside to a
4% annual level during the remainder of the decade, and that interest
rates, as represented by the LIBOR, will remain stable at around their
average levels of 1986. Oil export prices are projected to jump
substantially in 1987 to about US$15/barrel, and then rise more gradually in
line with world inflation through 1990. Finally, it is assumed that no
significant, "across-the-board" protectionist measures will be taken against
Mexico's exports, although isolated incidences may continue. Needless to
say, the rising uncertainties about the international outlook must be taken
into account in the subsequent discussion of the scenarios.

i11. Although each scenario entails differing assumptions about changes
in a broad range of domestic policy tools, in their simplest terms, they
reduce to a consideration of three alternatives: emphasizing accelerated
trade liberalization (Scenario I), emphasizing a strong fiscal effort
(Scenario II), or continuing the policy mix in effect during the early months
of 1987 (Scenario III).

112. In general, the analysis concludes that the first two scenarios are
viable, albeit with significant differences in outcome, while the third
scenario probably is not. In the first scenario (see Table 1.26), a
telescoping of the three-year trade liberalization program into the second
half of 1987, accompanied by a fiscal program going somewhat beyond the
targets established in the stand-by agreed with the IMF, would likely produce
the best trade-off between steadily recovering output growth (to 5-6%
annually in 1989-90) and the path of inflation, which might slow
appreciably. At the same time, the balance of payments, supported by an
exchange rate close to the real level prevailing at the end of 1986, would
remain strong. Despite a sharp rise in anticipated real import growth to
nearly 10 percent annually, the trade (or resource) balance surplus would
hold at around 5% of GDP through 1990, since non-oil exports would grow at
similar rates. The spread between domestic and foreign interest rates
adjusted for devaluation would continue to narrow, easing the rate of capital
repatriation from the private sector. Lastly, external financing
requirements would tend to decline from around US$4 billion in 1987 to less
than US$1 billion in 1989-90.
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Table 1.25: MEXICO: POLICY SCRUIOS

_m I a_ -- --
106 -1967 Iva 19 19 10 1 1907 1088 1980 loA.- MGM Asmuowlimn -

01Pie($b) '11.8 1.0 1 5.0Ir 16. l6a 15.0 15.0 M le 15.8 16 15.0 160 166h 02
Oil Expot (mbM) 12 1 1.4 1.5 1s U IA 1.8 1.5 1.3 1.4 1.5 1.WoM lain a) . 8 4. 40 4.0 0 40 4 4.0 0 4.0 4.0 4LBOR 7. 7.0 7.0 7.0 7. 7.0 7? 7o0 7.0 7.0 7.0 7.0 7.Efa . Exl. RAge 168.4 10.0 165.6 168. 16. 168.5 146.5 140.5 140.6 141 127 118.9 90.Adl. tv Silno . ._ 10.2 168 20.3 ,1.5 ai 14.1 16. 10.5 0 12. 12.2 13.1 13.61

ai and. ii) 103.7 901OO 300-3 1640 6- 10 100-11 -4060 20 10; 16 140+ 260+ 400+ 500.ROe mt. Rt e) 4.1 1.6 -4.7 -1.3 .1.0 4.6 1* 1. 1A .6. -6.9 -6.0 .3.2GDP greoh () .3.7 3a 4.6 8.4 59 0.6 3.7 ' 4.7 6.5 3 3.5 27 2.1Overal Pub. DOtAOP (%) 161 12.9 62 2t6 1.7 13.3 6i2 3A a2 17.0 23.8 29. 32.7Primar saI3 () 1.3 4.7 4.3 4* 3. &0 A? 42 6 3.2 1.9 0.9 0.3Operaowal OwiJOP () 23 -0.4 0.4 0.0 0* -1.6 on 0.3 0.6 -0., -0.6 02 1.4Non-fl PHm ODIAGP (16) 3.6 1.5 1.0 2.1 2.3 0.0 1.1 1.7 2.0 29 2.9 3.8 3.5Real (nonl gath (S) 24.5 14.3 8.0 8.0 61.0 s 8.0 . t 0.9 1.8 1.3Rea Iport grovh (%) .18.0 14.5 8.1 7.8 64 12.2 11.9 7.0 7. 17.4 6.1 4.1 8.For. Reas. (mo. d kr4wf) 3.6 6.3 6.6 6. &$ 4 65 6.8 6.6 2. t2 2. 2.0TOW Not R.q. of hm (jj 22 P.7 13 0.2 0.3 4.1 2.7 2.0 24 3.2 .1 6.9 9.5Ext DO. (Not d Rb, $ l) 91.6 89.6 0.93 8.0 86.6 902 91.1 01.6 9a2 94 100.8 107.4 116.4DOW siExpo (7.0 6.0 4 4 4.4 5$ 5. 56.4 66.6 6. 6o.$ 57.0 60.2 6.8 60.6tnt. -Peontux 7 ( 30.0 31.4 20. 27.6 26. 32.3 31.0 29.0 27.6 3 2.0 32.7 33.6
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Table 1.26: MEXICO: SCENARIO I

191S 19 mg -129 I _1990.AA AAA j

Real GDP 2.7 -3.7 3.0 4.5 5.4 5.9 6.4
Real Consunption/ap 2.5 .7.5 -1.3 -1.6 1.4 3.3 4.3
Exports Tot (const prices) -53 6.5 8.2 7.9 7.6 4.5 5.2
Exports Non-oil ("4) 43 123 14.3 8.0 8.0 8.0 8.0
Imports Tot (") 14.8 -18.0 14.5 8.1 7.8 8.4 8.8
GDY deflator 54A 85.5 100.5 613 24.6 12.6 5.0
nlRation (year-en) 63.7 105.7 95.4 33.2 16.5 8.9 5.0

Nominal Exch. Rate 53.2 137.9 100.5 55.1 19.8 83 1.0
Eff. Real Exch. Rate -1.3 34.0 6.0 0.0 0.0 0.0 0.0
Dom Nom Int Rate (Av public) 583 93.1 92.2 32.3 14.9 7.9 4.2
BWMalac f paumets (as =eMet of GDP At curen idges)t
r.soure Balance 5.0 4.2 5.3 5.2 5.3 4.9 2.6

Net Factor Ss 4.7 -.SA -5.3 -4.9 -4.6 4.2 .2.8
Current Account 0.3 1.3 -0.1 0.2 0.7 0.6 -0.1
Fonmal Fin. Capital 0.4 1.7 2.8 0.9 0.1 0.2 1.0
Reseve Accumulation 1.4 .0.6 -4.2 -1.2 -0.9 -1.0 -1.1
Pubc Segtor (as e of Pat
TotalPRevenues . 22.7 21.6 25.0 25.0 25.2 24.8 23.2
(Non-oilTaxes) 9.0 9.1 1.4 10.5 10.5 10.5 10.5
(Domnestic Oil) 4.1 4.9 4.9 4.9 4.9 4.9 4.9
(Non-tax Non-oil) 2.7 3.5 3.9 3.9 3.9 3.9 3.9

"Progranun." Curr. Exp. 13.8 14.2 13.9 13.9 13.8 13.8 13.8
Domestic Interests 8.1 12.1 12.9 4.7 2.3 ' 3 0.7
Extrnal Interests 4.3 5.3 4.7 4.7 4.4 4.0 2.5
Public Savings -3.6 -10.0 -6.5 1.7 4.6 5.7 6.1
Capital Expenditures 6.3 6.1 6.4 6.9 7.2 7A4 7.5
Deficit 9.9 16.1 12.9 5.2 2.6 1.7 1.4
Increase Liquid Assets 1.1 1.0 1.2 1.3 1.3 1.3 1.3
Dom Financing 8.2 16.0 10.5 5.6 3.7 2.8 2.0
External Financing 2.g 1.1 3.6 0.9 0.1 0.2 0.7

Non-oil Prim. Deficit 5.7 3.6 1.5 1.9 2.1 2.3 2.4
Operational Deficit 1.0 23 -0.4 OA 0.0 0.2 0.5
avings and Investment (as emn oDPat cUr M iW

Total Fund Requirements 19.2 18.6 20.3 23.0 24.1 24.7 25.8
Private Investment 11.8 11.5 12.7 14.8 15.6 16.0 17.0
Public Investment 6.3 6.1 6.4 6.9 7.2 7.4 7.5
Incr Pub Sect Liq Assetts 1.1 1.0 1.2 1.3 1.3 1.3 1.3

Total Savings 19.2 18.6 20.3 23.0 24.1 24.7 25.8
Private 18.2 19.7 20.3 19.2 18.9 18.8 19.1
Public -3.6 -10.0 -6.5 1.7 4.6 5.7 6.1
Extemal -0.3 1.3 0.1 -.0.2 -0.7 -0.6 0.1
.iflationary Credit 4.9 7.6 6.5 2.3 1.2 0.8 0.4

Memo:
Priv Sav/Priv Income 20.7 21.9 23.0 22.7 22.7 22.7 22.7
Adj. Priv Sav Prop 16.9 16.2 16.5 20.3 21.5 22.1 223
External Ein nann.erA Debt and Eim Rer ves (Abi1lon
Net External Financing 0.7 2.2 3.7 1.3 0.2 03 2.8
Amortizations 4.8 4.0 5.9 7.2 8.8 10.8 11.7
Gross Extenal Financing 5.5 6.2 9.6 8.5 9.0 11.1 14.5
Interestpaynmezs 9.9 83 8.3 8.7 9.1 93 10.8
Debt ervice (DS) 14.7 12.4 14.2 15.9 17.9 20.0 22.6
Extenal Debt 94.2 96A 100.1 1013 101.5 101.8 109.6
Foreign Reserves 4.0 4.8 10.3 12.0 13.5 15.2 28.1
Ext Debt-For Res ("Net Debtw) 90.2 91.6 oQ.8 89.3 88.0 86.6 81.6
Main-CreditWohiness ratins (%)
Interests/Expos 35.9 39.0 31.4 29.8 27.6 25.7 18.4
DS/Expors . 53.0 57.8 53.8 54.4 544 55.5 38.4
Net DebtvExports 326.1 427.6 339.5 304.3 267.7 239.9 138.8
Interests/GDP 5.6 6.6 6.3 6.2 5.8 5A 3.8
DS/GDP 8.3 9.7 10.8 11.2 11.5 11.7 7.9
Net Debt/GDP 50.8 72.0 68.4 62.8 56.6 50.5 28.5
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113. The second scenario (see Table 1.27) assumes an even deeper fiscal
adjustment (an improvement in the non-oil primary fiscal balance of about
3-4% of GDP more than is foreseen in the IMF stand-by), but a trade
liberalization program in line with current plans (i.e., removal of thea
quotas covering an additional 9% of domestic final demand, the elimination of
import reference prices, and the second-stage reduction of the tariff ceillng
to 35% during 1987). The additional fiscal effort might be insufficient to
offset the monetization of foreign reserves stemming from private sector
repatriat#on of capital and the current account surplus, now accumulating
jointly at an annual rate of 8-9% of GDP. So some further adjustment would
probably take place through an appreciation of the real exchange rate (10-15%
in 1987). The combined effect of a resultant slowdown in non-oil export
growth, and of more restrictive fiscal policies might mean a slower economic
recovery vis-a-vis the first scenario (3-4% vs. 4-5% per annum during the
1987-1990 period). And because of the heavier reliance on restrictive demand
management policies to reduce inflation, as opposed to policies aimed at
against inflation might be somewhat slower. As in the first scenario, the
balance of payments would remain strong, although the reduction in net
external funding requirements would be more gradual, declining to perhaps
US$2 billion annually in 1989-90.

114. Finally, in Scenario III (see Table I.28), it is aasumed the fiscal
effort would be slightly below the rate of improvement in the non-oil primary
balance targetted in the current stand-by (by about 1% of GDP), while the
trade liberalization program would be in line with current plans (see
Scenario II above). Output growth might pick up temporarily to about a 3%
rate in 1987, in line with Scenario I and higher than in Scenario II. This
growth would be supported, not by higher export growth, but mainly by higher
consumption. This mismatch between exchange rate, fiscal, monetary, and
trade policies would lead to a continued build-up of liquidity and of
inflationary pressures to unsustainable levels. It would be difficult in
this environment to maintain the present real exchange rate level, since this
would imply a nearly unending upward spiral of the nominal rate of
depreciation, succeeded by more inflation. Severe balance of payments
difficulties and, by the end of the decade, a marked slowdown in growth could
be expected. External financing needs, which are projected to be highest in
the third scenario, would be unlikely to be met, necessitating early
corrective policy adjustments.

115. There is no suggestion that any of these scenarios is more likely
than any other. (Since the Government is now considering certain policy
adjustments, Scenario III has no particular significance). Nevertheless,
their presentation is intended to highlight the critical variables and policy
alternatives in the current situation, and to underline the positive effects
of prompt additional action.
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Table 1.27: MEXICO! SCENARIO II

i-U -19 I= 1139 1990 ii2K.

Real GDP 2.7 -3.7 0.5 3.7 4.7 5.5 6.0
Real Cd dcp 2.5 -7.5 -2.8 -2.3 0.7 3.0 3,9
ExporrsTot(COnszpcie) -. 3 6.5 5.7 7.3 7.6 44 5.1
Exporta Nonoil ( ) .43 12.3 9.6 6.9 8.0 8.0 8.0
Impors Tot (") 14.8 .18.0 12.2 11.9 7.9 7.9 8.3
ODY deflr 34A 85 106.2 73.2 333 18.0 5.2
Inflation (year-eu 63.7 105.7 106.8 4S.0 22.5 13.7 5.2
Nomnal xch. Rat 53.2 137.9 89.7 63.2 28.1 13.5 1.2
Eff. Real Bach. Rue -13 34.0 -2.5 -2.0 0.0 0.0 0.0
Dontu 4om Tat Res (Av public) S83 93.1 105.2 46.8 24.0 15.3 6.3

Resource Balanmc 5.0 4.2 4.7 3.9 4.0 3.7 1.9
Net Factor Ss -4.7 -5.4 *5.0 4.6 4A -4.2 *3.1
Cuent Account 03 -1.3 -0.3 -0.7 -4A 40.5 -1.1
VormalFia Capital 04 1.7 2.9 1.8 1.2 1.2 1.9
Resave Accumlato 1.4 .0.6 4.0 .1.2 -0.9 .0.9 .1.0

TotaW Reverm 22.7 21.6 25.0 24.9 25.1 24.8 23.3
(Non-oil Ta) 9.0 9.1 10.5 10.3 10.5 10.5 10.5
(Domesc Oil) 4.1 4.9 4.9 4.9 4.9 4.9 4.9
(Non-tax Non-il) 2.7 3.5 4.2 4.2 4.2 4.2 4.2

NPmramf." Cunr. Exp. 13.8 14.2 13.0 134 13.5 13.6 14.1
Domestic lnarts 8.1 12.1 14.7 6.5 3.3 2.1 1.0
Ext amtu 43 53 4.5 4A 42 3.9 2.9
Publi Savings -3.6 .10.0 -7.1 0.7 4.0 5.1 SA
Capital EXPeds 63 6.1 6.2 6.9 7.4 7.6 8.6
Deficit 9.9 16.1 13.3 6.2 3.4 2.5 3.2

ncrease liquidA 1.1 1.0 1.1 1.2 1.2 1.2 1.2
Dom Finan_ 8.2 16.0 10.7 5.6 3.4 2.5 2.8
EateraP'nng 2.8 1.1 3.7 1.a 1.2 1.3 1.7

Non-oil Prim. Deficit 3.7 3.6 0.0 1.1 1.7 2.0 3.5
OpaatknalDeficit 1.0 2.3 -1. 0.0 0.3 0.6 24

Total Fund Requniauis 19.2 18.6 19.5 22.5 23.3 24.0 25.6
Private lnvestment 11.8 11.3 12.2 14.4 14.9 15.2 15.8
Public Investennt 63 6.1 6.2 6.9 7A4 7.6 8.6
Ibr Pub Sect liq AsetS 1.1 1.0 1.1 1.2 1.2 1.2 1.2

Total Savilgs 19.2 18.6 19.5 22.5 23.5 24.0 25.6
Private 18.2 19.7 19.0 18.0 17.5 17.5 18.6
Public -3.6 -10.0 -7.1 0.7 4.0 5.1 5.4
Externi .03 13 03 0.7 0.4 0.5 1.1
Inflaonary Credit 4.9 7.6 7.3 3.1 1.6 1.0 0.4

Memo:
PdiV S8VJPtiV 1rA*O 20.7 21.9 21.5 21.2 21.0 21.0 22.0
Adj. Priv Sav Prop 16.9 162 14.1 18.2 19.3 20.2 21.7

Not 1lCE8Fkaming 0.7 22 4.1 2.7 2.0 23 5.8
AmorIzado_ 4.8 4.0 5.9 7.2 8.8 10.8 12.8
Gross EexurdA PDawtoig 5.5 6.2 10.0 9.9 10.8 13.0 18.6
hItndpayzmv 9.9 83 8.3 8.8 9.2 9.6 12.1
Debt Swvite (DS) 1457 12.4 14.2 16.0 t8.0 20.3 24.9
EXtea Debt 94.2 96.4 100.5 103.2 105.1 107.4 127.9
Forcip Reeves 4.0 4.8 10.3 12.0 13.5 15.2 27A
EXt Debt-For Res ("Not Debt") 90.2 91.6 90.2 91.1 91.6 92.2 100.5
m1b uw= km
IzeazSps 35.9 39.0 323 31.0 29.0 27.5 .5
DS/Exports 53.0 57.8 554 56.5 56.9 58.5 44.1
Net DeUExpft 326.1 427.6 351.0 322.2 289.1 265.1 1783
hmewsumDP 5.6 6.6 6.0 5.8 5.6 5.3 4.1
DS/DP 83 9.7 10.2 10.5 10.9 11.2 8.4
Ne-t DebGp- .50.8 72.0 64.8 59.8 55A 50.7 33.8
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Table 1.28: MEXICO; 5 S

_____________________ JJIK1 16 101 I9* Io 1 ..... ..

|sAE_ _mshm
RealGDP 2.7 .3.7 3.0 3.5 2.7 2.1
Real Consunpdon/cap 2.5 .7.5 2.0 0.7 .0.4 0.7
Expors Tot (comtpnoes) .5.3 6.5 3A 4.1 4.4 0.7
ExporNon-oil(") *43 12.3 5.1 0.9 1.8 1.3
Impous Tot (") 14.8 .18.0 17A 6.1 4.1 8.0
GDYdeflar 54.4 85.5 1263 202.2 339.9 483.8
nkdon ywr-ad) 63.7 105.7 148.9 266.9 427.5 546.2

Nomnal xch. Raw 53.2 137.9 102.1 152.5 274.6 392.2
Eff. Red Exch. Ra -13 34.0 -53 .13.1 .11.5 -123
Dom Nam bJt Rate (Av public) 383 93.1 135.8 241.8 395.9 525.5

Rem= Bala S.0 4.2 3.3 2A 2.0 1.1
Net Fctor Ss .4.7 -5A -4.7 4.0 .3.6 .3.2
CunwntAccoutm 03 .13 -lA -1.6 .1.6 -2.1
Fomal Fib Capital OA 1.7 2.1 2.8 3.2 3.6
ResrveAccmulation 1A .0.6 0.0 0.5 .0.1 -0.2
PBli anr m tn of CDP at cuvrenrpiica.
Total Reanmes 22.7 21.6 23A 22.7 22.3 21.7
(Non-oilTxe) 9.0 9.1 10.2 10.2 10.2 10.2
(Dometic Oil) 4.1 4.9 4.9 4.9 4.9 4.9
(Non-tax Non-oil) 2.7 3.5 3.5 3.5 3.5 3.5

"Progrum." Cunr. Exp. 13.8 14.2 13.8 13.9 14.0 14.0
Domctic lerets 8.1 12.1 16.8 21.9 27.2 30.1
Extenal eets 4.3 5.3 4.2 3.7 3.2 2.9
Public Savings -3.6 -10.0 -11.4 .16.9 -22.2 -253
Capital ExpeAdireres 6.3 6.1 6.4 6.9 7.4 7.4
Deficit 9.9 16.1 17.8 23.8 29.6 32.7
Incea ikuidAsseus 1.1 1.0 1.0 0.9 0.9 0.9
Dom Finacing 8.2 16.0 16.0 21.9 273 30.0
Extenal Fiacing 2.8 1.1 2.9 2.8 3.2 3.6

Non-oil Prim. Deficit S.7 3.6 23 2.9 3.5 3.5
Op:alonaDeficit 1.0 23 -0.6 0.5 0.2 IA

Tol FundItdReqirements 19.2 18.6 18.5 19.0 19.5 19.5
Pivat.InvestntAnt 11.8 11.5 11.1 11.2 11.2 11.2
Public Investment 63 6.1 64 6.9 74 7A
Icr Pub Seca Li Asset 1.1 1.0 1.0 0.9 0.9 0.9

Total Savings 19.2 18.6 18.5 19.0 19.5 19.S
Privae 18.2 19.7 18A 16.9 13.6 9.9
Public -3.6 .10.0 -11A .16.9 -22. .253
Exnal -03 13 1.4 1.6 1.6 2.1
bonaryCredit 4.9 7.6 10.1 17.3 26.5 32.8

Memo:
Priv Sav/Pdv licome 20.7 21.9 20.5 19.0 16.0 12.0
Adj. Prv Saa Prop 16.9 16.2 12A 12.2 13.1 13.6

Exeralm &inaein, Externl Deb anoEmiu,i Resrve (Shilion)
Not Extna Fiaing 0.7 2.2 3.2 5.1 6.9 9.5
Amortzation 4.8 4.0 5.9 7.2 8.8 10.8
Gross Extenal Fancing 5.5 6.2 9.1 12.3 15.7 20.3
Intampaymne 9.9 83 8.3 8.7 9.3 10.1
Debt Srvice (DS) 14.7 12.4 14.2 15.9 18.2 20.9
ExtmlDebt 94.2 96A 99.5 104.6 111.5 121.0
Foeign Rserves 4.0 4.8 4.8 3.8 4.1 4.6
Ext Debt-For Res (Net Debt") 90.2 91.6 94.8 100.8 107.4 116.4
MaiCtWohins rmtios 
IntoWExpots 35.9 39.0 33.3 32.9 32.7 33.8
DS/Exports 53.0 57.8 57.0 60.2 63.8 69.8
Not DcbExps 326.1 427.6 379.5 381.S 3773 389.7
InwatsGDP 5.6 6.6 5.6 4.8 4.2 3.8
DSIGDP 83 9.7 9.6 8.7 8.3 7.8
Net DetGDP 50.8 72.0 64.2 55.3 49.0 43.8

" Policies in this sceario cannot be maainaedt ie, they will likely be changed before 1990, which is why no figurs are shown after 1I
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CRA?TRR II

THE SOCIAL COST OF TH8 CRISIS: ISSUES AID ME

1 The severe economic problems Mexico has experienced resulted in a
drop of about 10% in real per capita GDP, and of 15% in real consumption
per capita between 1980 and 1986 (Table 11,1). Theie declines appear to
have been unevenly distributed among the populatior., as indicated by data
on wages and incomes, employment, consumption of food, subsidies, and
social spending. Wage earners, among which some of the urban poor and
the vast majority of middle-income people are included, have lost about 20%
of their share in GDP. And unskilled workers have suffered a larger drop
in employment than have skilled workers. On the other hand, in rural
areas, where relative poverty is most serious, average output growth may
have protected, or even improved, the relative income position of farm
laborers, although some deterioration in absolute terms may have occurred.

2. In this chapter, Section I shows the extent of the social cost of
the crisis and Section II presents several recommendations for dea:ing with
the issues of employment generation for the poorest, and improvements in
targetting extreme poverty.

Io The Extent of the Social Cost

3. This section examines the limited evidence available on wage and
non-wage incomes, employment and unemployment, subsidies, consumption and
nutrition, and social spending to assess the extent of the social cost of
the crisis, and who may have been most affected.

A. Wage and Non-Wage Incomes

4. Wages have sharply declined since 1982. Total compensation in
manufacturing which includes wages and salaries, social security contribu-
tions and other money benefits, declined by 27.4% between 1982 and 1985
(Table 11.2) and continued declining by about 7% in real terms during
1986. Total compensation in construction, as measured by average labor
cost in this industry, declined by 31% between 1982 and 1985 with an
aaditional decline of more than 10% in the first quarter of 1986. Minimum
wages, which are adhered to in the public sector and in some firms in the
private sector in urban areas, declined by 25% between 1982 and 1985 and by
an additional 4% in the first semester of 1986. Even old-age pensions
suffered a substantial real decline. Pensions declined by 18% relative to
the minimum wage between 1981-82 and 1984 (Table II.3). Although no data
exist for the informal sector, it is most likely that similar declines in
income) may have occurred as the number of people in this sector increased
rapidly in these years. According to the household surveys, the proportion
of self-employed and unpaid family members, for instance, increased from
14.2% of the total employed in the second quarter of 1982 to 19.6% in the
same quarter of 1985.
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Table II.1: MEXICO: NATIONAL ACCOUNTS, WAGES AND POPULATION
(amnal percentage changes)

1986/
1980

1975-80 1981 1982 1983 1984 1985 1986 (%)

GDP 6.6 8.0 -0.5 -5.3 3.7 2.7 -3.8 4.3
GNP 6.4 6.7 -1.5 -4.4 3.3 3.4 -3.6 3.5
Consumption 6.3 7.6 1,2 -6.8 3,0 2.0 -5.9 0.3
Share of Labor in GDP -0.2 2.8 -2.7 -19.6 -3.4
(in percentage points) (36.0) (37.0) (36.0) (29.0) (28.0)
Wages

MnI.m' a/ -0.0 1.6 -9.6 -18.0 -7.4 -1.1 -8.0 -36.5
Manufacturing b/ 0.6 3.5 1.4 -23*1 -6.5 0.1 -6.6 -29.4
Construction q 2.5 3.3 -2*0 -21.8 -7.6 -4.3 30.0

Employment 5.1 6e6 -0.9 -1.5 2.7 2.5 -1.5 8.O
Labor Force 3.4 3.5 3.6 3.6 3.6 3.6 3.6 23.5

GDP per capita -10.0
GNP per capita -10.6
Cons. er capita -14.5

( ) Absolute value of share of labor in GDP.

a/ Weighted average of the different minimum ages.
b/ Includes wages and salaries
c/ Refers to the average labor cost in construction.
d/ Until June 1986.
i/ Between 1980 and 1985.

Source: National Accounts are from SPP/INEGI (National Accounts) and Bank staff
estimates for 1986. Data for these calculations are in Appendix, Table
1.1.1 and Table 2.2.2. Wages are from Banco de Nbxico. Enployment is from
Table I1.5.
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Table 1.2: MKWEI0O NIWiDL AND VAL COO IN iMSES, 1975-1986
(1978.100)

MawUe In mm Inom in mmc ua:^n

Nomimi Rul Palea l N Pel N Pad

1975 53.4 93.7 51.8 90.9 52.9 92.8 48.8 85.6
1976 68.8 103.9 66.7 100.6 66.3 99.7 62.7 95.0
1977 88.1 103.6 87.5 102.6 86.8 101.8 85.1 100.0
1978 100.0 100,0 100.0 100.0 100.0 100.0 100.0 100.8
1979 115.7 98.0 116.3 98.3 116.5 98.3 119.1 1108
1980 135.9 91.3 140.6 94.0 142.9 95.3 143.7 96,2
1981 176.9 92.8 182.0 95.1 189.3 98.6 190.0 99.4
192 248.4 83.9 292.5 97.4 303.2 100.0 295.6 97.4
1983 417.1 68.8 433.4 70.8 473.3 76.9 460.5 76.2
1964 643.3 63.7 694.7 67.8 734.4 71.9 710.3 70.4
1985 1001.0 63.0 1112.3 68.9 1172*3 72.6 1070.6 67.4
1986

Janazy 1424.8 65.6 1479.6 68.1
FebzMuzy 1424.8 62*8 1491.8 65.7
Nardh 1424.8 60.0 15A2.6 63.3
Aprll 1424.8 57.0 1502.6 60.7
mayqr 1424.8 54.0
Jime 1782.0 63,4a/

f/Wui#ted aerW of tim differeit minfran mus.

Ind, wgn and salarie arid atber myq bandits.

f Reders to the aeragp labor cost In cowtruct1on.

I/ In?lzds tim 25.1% wp increue of Jbne.

Sowve: o de Moco.
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Table 11.3: MEXICO: GROWTH OF PENSIONS AND MINIMUM WAGE
(1978-100)

Average Pension Minimum Wage Ratio of Pension
(Nominal) (Nominal) to Minimum Wage

1978 100.0 100.0 1.00
1979 133.9 115.7 1.16
1980 180.6 135.9 1.33
1981 190.6 176.9 1.08
1982 271.1 248.4 1.09
1983 395.9 417,1 0.95
1984 575.9 643.3 0.89

Source: Pensions are from IMSS. Minimum wages, from Banco de Mexico.

5. Non-wage income went up by 6% between 1982 and 1984 (Table II.4),
the latest year for which data was available. This increase may have
benefitted primarily higher-income individuals and profit earners, with the
exception perhaps of some low-income self-employed workers in agriculture.
Although no data exist on incomes by farm size, small and large farmers
alike may have benefitted from the higher crop prices supported by the
government and the favorable exchange rate. By contrast, in manufacturing,
where the informal sector is smaller than in agriculture and commerce,
larger firms probably benefitted most. This may have rebulted from the
increased protection given to industry (import controls were intensified in
1982-1983 resulting in higher domestic prices); depreciation alowances
approved to relieve the financial pressure on firms; and the deductions for
tax purposes of all interest payments. The monthly manufacturing surveys
show that while distributed earnings were 0.6% of the total outlays in
1982, they were 1.9% in 1983, the worst year of the crisis. Also, while
the wage bill in manufacturing in the National Accounts dropped by 31%,
non-wage income declined by only one percent from 1982 to 1983 (Table
II.4).

B. Employment and Unemployment

6. Data from the National Accounts indicate that total employment
stagnated from 1981 to 1986, while the labor force was growing at 3.6% per
annum. Estimates of the size of the total labor force are only
approximate, since data on nationwide participation rates are incomplete
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Table II.4: MEXICO: WAGE BILL (W) AND NON-WAGE INCOME (NW), 1981-1984
(billions of 1978 Mexican pesos)

% Change
1981 1982 1983 1984 1982-84

Agriculture, W 65,873 56,725 45,737 44 ,802 -32.0
Livestock and NW 170,933 158,636 163,068 185,996 8.8
Fishery

Mining W 29,516 28,687 229257 21,006 -28.0
NW 45,642 93,973 182,162 134,248 194.1

Manufacturing W 235,376 225,400 159,837 153,688 -34,7
NW J10,298 304,536 299,936 332,752 7.3

Construction W 137*479 128,071 78,416 75,722 -44.9
NW 74,638 63,861 63,182 63,875 -14.4

Electricity W 17,242 18,210 15,077 13,598 -21.1
NW 9,915 8,326 15,292 14,943 50.7

Commerce, W 132,275 125,418 95,949 91,557 -30.8
Restaurants NW 488,384 479,590 431,744 493,551 1.1
and Hotels

Transport, W 77,414 77,094 60 ,269 57 ,567 -25.7
Storage and NW 109,522 101,039 111,773 122,661 11.9
Communication

Financial W 50,687 51,995 40,619 40,775 -19.6
3ervices, NW 163,513 158,375 134,042 118,247 -27.7
Insurance and
Real Estate

Communal, Social W 403,127 399,923 287,272 285,645 -29.2
and Personal NW 170,482 177,125 165)466 171,079 0.4
Services

Total W 1,148,989 1,111,524 805,433 784,360 -31.7
NW 1,543,328 1,545,465 1,566,685 1,637,353 6.1

Note: W: means wage bill.
NW: means non-wage income or what is called he (net) surplus of

exploitati&n in the national accounts.

Source: SPP/INEGI, Sistema de Cuentas Nacionales de Mexico, 1980-1982 and
1982-1984.
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for some years and the employment data in the national accounts are based
on fixed base-year coefficients. Nonetheless, on the basis of what is
admittedly a highly uncertain data base, it would appear that the employ-
ment gap measured as the difference betwean the number of people considered
employed in formal labor markets and the size of the economically active
labor force, may have increased from about 3% of the labor force in 1981 to
19% in 1986 (Table II.j). Of course, an unknown, but important number of
workers not in formal markets are, nonetheless, productively employed,
either in the informal wage market or abroad. But the sheer dimensions
of the employment gap, more than four times the official unemployment rate
and numbering nearly 5 million workers, does convey a rough idea of the
potential magnitude of the problem of unemployment and underemployment
Mexico faces.

7. One explanation for the wide divergence in unemployment estimates
is that, in household surveys, a person is considered employed, even if he
or she worked only one hour during the reference week. This, in addition
to the most commonly cited reason (i.e., migration to the US) may explain
why open unemployment remained relatively low in Mexico City, Monterrey and
Guadalajara, even during 1983. The rates of 6% in Mexico City, 7% in
Monterrey and 9% in Guadalajara for that year compared favorably with those
of other Latin American cities, even when corrected in the official statis-
tics for so-called "hidden" unemployment (Table 11.6). Recorded unemploy-
ment has been relatively low (under 5%) in these cities after 1984. Since
the unemployment rate has not risen during the recession, there is some
discussion as to the reliability of these estimates. What is clear is that
the main problem is not open unemployment but underemployment.

8. The stagnation of employment did not affect every sector the
same way. On balance, the relatively unskilled were more severely
affected (see Table 11.5). Thus, for instance, while construction lost
about 500 thousand jobs (only partially compensated by an increase of 200
thousand jobs in agriculture), public sector employment, composed of rela-
tively more skilled people, increased by over 800 thousand jobs between
1981 and 1985 (no more recent data for the public sector exist). With this
increase, the share of public sector employment in total Mexican employment
went up to 21% in 1985, or an increase of six percentage points over 1978.

9. After improving somewhat in 1985, the employment situation
started to deteriorate again in 1986, as the number of the formally
employed declined by 2%. The situation of the unskilled may have experi-
enced a particularly sharp setback, ar exemplified by construction, where
employment declined by 9%. Finally, a growing percentage of temporary
workers appears to be filling private sector jobs.

C. Subsidies

10. While non-food subsidies declined, food subsidies sharply
increased from 1982 to 1984 (Table 11.8). The decline in non-food subsi-
dies was made possible by substantial real increases in public tariffs,
whereas the increase in food subsidies offset higher prices paid to farmers
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for their basic food crops and, thereby cushioned the impact of lower
output and employment, mainly in urban areas. Higher food prices have
adversely affected many rural wage earners and those poor farmers who were
net consumers of basic food staples as maize and beans. Nonetheless, no
recent data exist on how many people have been affected.

11. In 1985 and the first semester of 1986, as new austerity measures
were needed, the Mexican government reduced the amount of food subsidies
substantially (Table II.8). In April 1986, ODNASUPO entered into an agree-
ment whereby the federal government assumed 62% of CONASUPO's accumulated
debt in return for major structural changes in CONASUPO. These changes
included among others, the dismantling of price subsidies; the reduction of
CONASUPO's intervention in the market of basic grains, beans, and oil seeds
to that necessary for enforcing price regulations; and the promotion of
private sector purchasing of basic products. To replace the general food
subsidies, the Government instituted a system of food stamps ("tortibonos")
that allows recipients to buy a fixed amount of tortillas (approximately
2-3 kg. per day per family) for 40% of the market price.

D. Consumption and Nutrition

12. Although data on food consumption and nutritional status of the
population are relatively scarce, available evidence points to the conclu-
sion that the levels of per capita consumption and nutrition, especially of
the urtan and rural poor, declined severely from 1982 to 1986. Even during
1982-J984, when food subsidies increased, real food prices (except for
tortillas) declined by less than the real minimum wage (Table II.8). In
1985 and 1986, the situation most probably worsened. In fact, the National
Consumer Institute estimates that the cost of a basic diet for a family of
four adult-equivalents rose from 44% to 59% of the minimum wage from
December 1983 to December 1985.

E. Social Spending

13. The Government has sought to alleviate the impact of recession
and adjustment on the economically disadvantaged. For example, while
overall public spending on non-financial goods and services was contracting
sharply in real terms during the 1983-85 period, the budgetary share of
spending on education, health, and social security benefits was rising from
22.7% to 25.3%. Despite the devastation of an earthquake which struck hard
at the health and educational infrastructure of Mexico City, the number of
public hospitals nationwide rose by 70, and the number of subsidized school
lunches by 34% to over 200 million annually. Piped water and sanitation
services were extended to an additional 8-10 million inhabitants, while the
rate of new housing construction was raised by 50%.

14. Still, as in many countries facing severe fiscal constraints,
public sector social spending at the national level has declined as a
proportion of GDP since 1982. Expenditures on health and social security
declined from 2Z of GDP in 1982 to 1.8% in 1984; expenditures on education
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Table 11.5: Ma[D: E>FU3YMENI BY ELMIC 5ECTR AND BY PRIVAIE AND PUELIC SECIOR
(in thosnds of workers)

1978 1979 198D 1981 1982 1983 1984 1985 1986 a/

l. By Eftcaic Sector

Agriculture, forestry
and fisberies 4,891 4,737 4,901 5,189 5,035 5,245 5,342 5,428 5,379

Minug 206 220 240 263 270 267 271 270 260
M4anuifacturing 2,133 2,291 2,417 2,543 2,485 2,310 2,361 2,436 2,358
Cbustruction 1,321 1,497 1,687 1,881 1,785 1,421 1,468 1,510 1,379
Power 55 58 63 66 66 65 68 72 75
C,ece, restAurants,

lbtel 2,368 2,534 2,637 2,762 2,701 2,705 2,744 2,769 2,688
T station, ware-

hoxsing, caunles. 712 78D 907 988 993 993 1,023 1,043 1,025
Financal services,

isurance, real state 327 351 3B2 425 454 466 480 495 50
Cmmdty, social and

peronal serices 4,831 5,208 5,561 5,927 6,073 6,101 6,342 6,290 6,234

2* By Private and Puic Sectors

Private Sectr 14,196 14,775 15,591 16,541 16,154 15,567 15,872 15,966 n.a.
Public Sector 2,648 2,901 3,204 3,502 3,709 4,006 4,225 4,347 n.a.

3. Tt ygyene 16,344 17,676 18,795 20,043 19,863 19,573 20,097 20,313 19,899

Neoraundm Items:

tabor Force 20,000 20,700 21,400 22,200 23,000 23,800 24,700
FWloymnt Gap (Z)b/ 6.0 3.4 7.0 11.7 12.6 14.7 19.4

Peliinary

b/ Total Fploymaet x 100.
1 -lbr- For-ce

Source: SPP/INEGM, National Accomits, 1978 to 1986 and SHOP, Mdxico: t)evelozunt of FYnmncinw Strategy
1986.
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Table 11.6: MEXICO: UNEMPLOYMENT RATES
(as a percentage of labor force)

Mexico Guadalajara Monterey
Open "Hidden"a/ Total Open "Hidden" Total Open "Hidden" Total

1981 2nd qtr. 3.8 2.0 5.8 5.8 2.3 8.1 4.8 0.8 5.6
4th qtr. 3.6 1.3 4.9 5.5 4.0 9.5 3.4 0.8 4.2

1982 2nd qtr. 3.9 1,5 5.4 5.2 3.1 8.3 4.7 0.8 5.5
4th qtr. 4e1 1.7 5.8 5.1 2.6 7.7 4.5 1.5 6.0

1983 2nd qtr. 5.5 2.2 7.7 8.1 5.1 13.2 9e8 3.8 13.6
4th qtr. 6.3 3.5 9.8 6.7 4.9 12.6 9.1 3.2 12.3

1984 2nd qtr. 5.3 2.5 7,8 5.8 3e7 9.5 7.0 2.7 9.7
4th qtr. 6.2 3.7 9.9 5.7 2.6 8.3 6.2 3.4 9.6

1985 2nd qtr. 4.3 1.5 5.8 3,5 1.1 4.6 5.1 1.5 6.6
4th qtr. 4.4 2.7 7.1 2.4 6.5 8.9 4.0 1.6 5.6

1986 January 4.6 1.8 6.4 2.5 9.0 11.5 5.7 1.0 6.7
February 4.8 1.6 6.4 2.7 5.1 7.8 4.8 1.4 6.2
March 5.2 1.6 6.8 2.6 3.9 6.5 4.5 0.9 6.4
April 4.6 1.6 6.2 2.8 5.8 8.6 5.0 1.3 6.3

a/ "Hidden" unemployment is defined in the official statistics as the inactives not actively
looking for work but willing to work if opportunities were available, over the labor
force.

Source: SPP/INEGI, Household Surveys,
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Table 11.7: MEXICO: EMPLOYMENT IN SAMPLE OF MANUFACTURING FIRMS,, ASSEMBLY
INDUSTRY, AND CONSTRUCTION FIRMS, 1981-MARCH 1986a/

Sample of Sample of
Manufacturing Firms Assembly Industry_ Construction Firms

Z Change Over Z Change Over 2 Change Over
Same Period Same Period Same Period

('000) Previous Year ('000) Previous Yr. ('000) Previous Yr.

1981 594.5 5.5 130.9 9.6 n.a
1982 580.1 -2.4 127.0 -3,0 n.a.
1983 524.3 -9.6 150.9 18.7 n.e.
1984 519.0 -1.0 199.7 32.4 386.1 b/
1985 530.9 2.3 212.6 6.5 348.5 9/ -9.

July 536.3 2.9 211.3 0.7 373.3 - -0.3
August 535.6 2.9 213.2 0.9 370.4 -7.8
September 536.9 2.4 217.8 3.8 355,0 -4.7
October 534.4 1.8 222.5 6.5 335.2 -11.7
November 528.9 0.6 223.2 7.1 344.8 -14.0
December 521*6 0.2 224.7 11.2 312.5 -19.3

1986
January 522*7 1.2 225.0 11.1
February 520.4 0.6
March 528.8 -0*3

a.s.: Not available. Information on a sample of construction establishments started
to be collected monthly only in 1984.

a/ Sample of 1.188 manufacturing establishments covering 512 of establishments
in the 1971 industrial census. Assembly industry is known as the "maquiladora"
industry.

/ July to December simple averages.

Source: SPP/INEGI, Cuaderno de Informacion Oportuna, No. 157, April 1986.
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Table 1I.8: MEXICO: INDEX OF REAL CONTROLLED PRICES OF SELECTED
NON-FOOD AND BASIC FOOD GOODS, 1980-MAY 1986
(1978=100)

NON-FOOD ITEMS
Urban

Gasoline Diesel Natural Gas Electricity Metro Transport

1980 67.1 67e0 82.1 96.4 67.0 94.1
1981 53*9 54.0 171.4 82.1 52.3 95.1
1982 84.4 109.0 107.1 85.7 32.9 82.9
1983 140.0 227.0 232.1 92.9 16e2 64.9
1984 132.9 228.0 357.1 89.3 9.8 62.9
1985 128.6 235.0 403.6 90.1 6.2 39.9

1986
Jan. 139e7 291.1 512.1 118.4 4.6 30.8
Feb. 133.7 288.5 508.5 116e9 4.4 29.5
Mar. i27.8 285.3 504.0 115.7 4.2 28*2
Apr. 121.5 280.6 496.7 113.8 4e0 26.8
may 114.4 273.4 485.0 110.9 3.8 25.2

BASIC FOODS
CONASUPO's

Food
White Powered Cooking Subsidies

Tortilla Bread Milk Eggs Rice Beans Oil (1982u100)a/

1980 77.3 91.5 92.0 83.1 102.5 146.8 87.6
1981 78.3 71.5 93.4 76.9 101.7 138.0 75.6
1982 70.2 63.9 90.1 60.7 84.4 106.5 85.4 100.0
1983 50.2 66.8 80,5 54.9 77.4 78.3 74.1 163.1
1984 41.9 71.1 96.4 63.3 113.3 61.1 73.2 160e7
1985 56.7 89.6 92.5 63.4 132.5 116.7 75.2 74.1

1986 2 9 .7b/
Jan. 57.5 73.6 96.5 63.0 115.8 148.4
Feb. 55.1 70.5 92.4 77.4 110.9 142.2
Mar. 52,6 67.4 88.3 73.9 129.0 165.3
Apr. 50.0 64.0 101.4 70.3 122.6 157.1
May 83.7 143.2 108.7 66.2 115.4 147.9

&/ Does not include sugar subsidies.

b| Budgeted amount. According to SECOFI, the actual amount is likely to
be significantly lower.

Source: Direccion de Planeacion Financiera, DGPH, for all figures except
for the total CONASUPO's food subsidies. These figures are from
CONASUPO.
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from 5.5% in 1982 to 3.5% in 1984; and on housing from 1.2% of GDP in 1982
to less than 1% in 1984. Studies in other Latin American countries suggest
that it is precisely these categories of expenditure, except perhaps for
housing, which are highest in their redistributive impact. Furthermore,
the most redistributive expenditures within education and health (i.e.,
those on pre-primary and primary education and on the SSA and COPLAMAR)
declined more than expenditures on higher education and on health care
institutions, such as the IMSS and ISSSTE, which deliver health services to
middle income people (Tables II.9 and 11.10), The SSA and COPLAMAR cover
about 40% of the population, including the poorest clientele not covered by
IMSS, ISSSTE, or the private sector.

15. Although there are no signs of any major deterioration in social
indicators such as infant mortality and school enrollment (although UNICEF
figures show some increase in infant mortality from 1982 to 1983), there
are signs that the quality of services has suffered. Material inputs
needed to support basic health services in the SSA, for instance, have been
reduced sharply in these years. The same has occurred with educational
materials, such as textbooks and other school aids. This is threatening
Mexico's capacity to continue upgrading its major social Indicators which,
despite rapid advances in the 1970's, remain below those of countries with
similar per capita incomes. Much could be done to prevent stagnation or
even deterioration of the social indicators, if, as proposed below (paras.
27 to 35), measures to increase the redistributive impact and efficiency of
social spending were taken.

Table II.9: MEXICO: TOTAL PUBLIC SECTOR HEALTH EXPENDITURES, 1980-1985
(billions of 1970 Mexican pesos)

1980 1981 1982 1983 1984 1985 a/

SSA b/ 3.1 3.3 3X5 2,7 303 304
IMSS c/ 9.7 10.5 11.8 10.3 7.3 10.9
ISSSTE d/ 2.2 2.2 2.3 1.7 1.3 1.9
COPLAMAR e/ 0.3 0.4 05 0.4 0.3 0.5
Total 15.3 16.4 18.1 15.1 12,2 16.7

a/ Budgeted
b/ Health and Welfare Secretariat
c/ Private sector social security fund.
d/ General government social security fund.
e/ Low-income rural health program operated by IMSS.

Source: World Bank - Mexican Government, Mexico: Public Investment
Review, August 1986.
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Table II.10: MEXICO: ENROLLMENT AND PUBLIC SECTOR EXPENDITURES PER
STUDENT, 1982-1984
(in thousands of 1970 pesos)

Education Level 1982 1983 1984

Preschool
Enrollment 1,691.0 1,891.2 2,147.5
Expenditure 622 440 394

Primary
Enrollment 15,Z22.9 15,376.2 15,219.2
Expenditure 757 428 426

Secondary (I)
Enrollment 3,990.6 3,885.3 4,396.1
Expenditure 1,162 797 698

Secondary (II)
Enrollment 1,535.4 1,627.5 1,744.9
Expenditure 2,579 1,646 1 ,349

University
Enrollment 918.8 981.2 1,021.9
Expenditure 6,657 4,853 4,173

Secondary (I): lower level secondary.

Secondary (II): higher level secondary.

Source: Fuller, Bruce, Review of Public Investment Mexico: The Financing
of Education, EDT, The World Bank, 1985.

II. Main Issues and Recomendations

16. From the above discussion, it can be inferred that Mexico now
faces two main social issues: a) how to generate employment for the more
than 900 thousand people entering the labor force each year (so as to
prevent even larger numbers of people from falling Into poverty); and b)
how to reduce extreme poverty, which may have increased during these years.
It is recognized that solutions to these problems are complex, pose
sensitive political and social issues, and, in many cases, may require
lengthy periods to implement. The following sections are intended mainly
to serve as a checklist of key issues, including some suggestions for
possible avenues of approach. Careful study and refinement of these and
other useful ideas would, obviously, be needed.
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A. Generating Employment

17. To generate full employment, the Mexican economy would obviously
need to grow faster. But an increase in the labor intensity of existing
output would also be desirable, so that, even at slower rates of growth,
higher employment could result.

18. The Mexican government has taken important steps toward these
objectives by starting to liberalize the economy. For instance, non-oil
exports, which have grown rapidly for the past two years, are 35-40% more
labor intensive than non-export related jobs. The potential for employment
is exemplified by the enormous growth of the assembly (in-bond) industry
during these crisis years (Table II.7). In fact, employment in this
industry grew by 62% between 1982 and 1985, as exporters sought to benefit
from the over 40% decline in Mexican wages in dollar terms. As keen
competition among multinationals of developed countries is expected to
continue (e.g., in electronics, chemicals, communications), Mexico could be
continue to be attractive as a locale for producing lower priced manufac-
tured goods.

19. Similarly, increasing real agricultural prices has stimulated
nutput and employment growth. Agricultural employment went up by nearly
350 thousand between 1982 and 1986, the largest non-public sector
increase. Composed principally of unskilled workers, agriculture is the
key sector for increasing incomes of the poor, and for reducing internal as
well as international migration.

20. Other micro-policy changes are needed. For example, i) eliminat-
ing or reducing existing payroll taxes, and ii) strengthening the special
employment and training programs would be helpful.

(i) Reducing the Taxation of Labor. Although there are no recent
studies on the extent to which payroll taxes, numerous labor
regulations, and incentives for capital investment have affected
employment, the adverse impact may be considerable. One 1978
study concluded that replacing the payroll tax with a value-added
tax could increase industrial employment by up to 200 thousand
jobs. Notwithstanding, the already high payroll tax was
increased in 1986, when the cost of the government's share (1.875
percentage points) was transferred to employers.

Although the specific changes needed to reduce taxation of labor
without weakening overall tax collections require additional
study, futher increases in social security payroll taxes (18% in
the IMSS and 27.7% in the ISSSTE) should be avoided, if at all
possible. Increases in the efficiency of IMSS and ISSSTE are
also greatly needed. Studies indicate these institutions run
considerable, deficits in their health programs because' I) these
programs give priority to expensive curative medicine (about 90%
of expenditures are of this type); ii) administrative expendi-
tures are high, as indicated by the fact that the ratio of
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employees to hospital beds is between 1,5 and 200 times those of
countries such as Costa Rica, Chile, Peru, and Uruguay; and
iii) most medical services are delivered free of charge to
affiliates. Free medical services, especially ambulatory
services, are known to lead to excessive demand and waste. These
deficits have been financed by resources borrowed at very low
nominal interest rates (5% per annum) from the pension and
professional-risk funds. If reforms are not made soon, future
pensions may suffer, the payroll tax may have to be increased,
and/or the federal government may have to bail out the health
system. To repay its existing debts, the health program would
need an increase in its present share of the payroll tax from 9%
to 13% of basic salaries.l/

(ii) Strengthening Special Employment and Training Programs. Special
employment >nd training programs are needed to ease the process
of industrial and public enterprise restructuring that is taking
place now in Mexico. As in other countries, although these
structural changes are likely to generate substantial employment
in the medium and long runs, the employment response could be
slow in the short-run, as expanding industries lag behind
contracting ones, and the skill mix of new industries differs
from that of traditional industry. Employment programs could
emphasize public works in social sectors, such as basic infra-
structure in poor areas and housing for the poor, to a larger
extent than at present. These projects have the advantages of
benefitting primarily the needy, being highly labor intensive,
and being relatively inexpensive. Employment programs could also
be handled through the rivate sector. Training programs could
draw upon the existing system of apprenticeship in the private
sector, at little cost to the public sector. Apprenticeship
could also be opened for the retraining of displaced workers.
However, although these special programs are useful for alleviat-
ing acute short-term social problems, they are difficult to
implement and to dismantle once the emergency has passed.

B. Reducing Extreme Poverty

21. Although rapid employment creation, especially for the unskilled,
is a key factor in reducing extreme poverty, the government has available
two additional instruments to attack poverty directly: i) targetting
subsidies; and ii) increasing the redistributive impact and efficiency of
social spending.

(i) Targetting Subsidies. The Government has drastically reduced
general subsidies, intending to replace them with targetted
subsidies. The only subsidies to be targetted so far are those
on tortillas consumption, although subsidies of basic public
services for the poorest, such as water, electricity, and gas,

l/ Mesa-Lago, Carmelo, El Desarrollo de La Seguridad Social en America
Latina, Estudios e informes de la CEPAL No. 43, Santiago Chile, 1985.
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may also be desirable. These could be targetted via separate
tariffs for poor and non-poor areas atid by the level of consump-
tion.

Tortilla subsidies are targetted through the distribution of food
stamps. Although still in an early stage of development, this
system appears unlikely to reach the poorest sectors of the popu-
lation, which are located mainly in rural areas, for several
reasons. Firstly, the Mexican "tortibonos" are being distributed
in part by trade unions and the political system, creating a
potential for diversion to less needy, urban-based groups.
Secondly, the remainder is to be distributed through CONASUPO's
stores located in poor urban, not rural, areas. Thirdly, the
rural poor generally do not purchase commercially-prepared
tortillas, preferring to prepare them by hand at home. Thus,
they have scant use for the current food stamps.

Since the Government has indicated that eventually it plans to
extend the food stamp program to purchases of corn, beans, rice,
and cooking oil, a first step might be to accelerate those plans,
so that a greater number of food items important in the diet of
the rural poor could be made eligible. A second improvement
would be to distribute the tortibonos not only through CONASUPO
stores (DICONSA and LICONSA) located in poor rural or peri-urban
areas, but through any reputable private stores located in these
areas. Thirdly, the present size of the food stamp program is
inadequate to meet even minimal nutritional goals, so that fund-
ing needs to be increased. Preliminary World Bank staff work
suggests that, with an expenditure of abott US$250 million
annually (about 0.2% of GDP, or 4 times the curreut level of food
stamp subsidies), the purchasing power of the poorest 16 million
persons might be raised back to the level of 1983, i.e., before
subsidies were phased out. This assumes that overhead and
diversion of resources could be held to a minimum.

An alternative scheme adopted with much success in other
countries is that of distributing food through the health
system. This could be done in Mexico through COPLAMAR and
PRODIAP. These programs could be strengthened by serving as
outlets, either for food stamps or for the direct distribution of
subsidized food. Linking food distribution and primary health
care has proven to be highly effective as a means of reducing
infant mortality and improving the nutrition of the poorest (as
is being demonstrated in some small pilot programs in Mexico).

(ii) Increasing The Redistributive Impact and Efficiency of Social
Spending. As indicated above, outlays on health, education and,
to a lesser extent, housing are probably the most highly redis-
tributive kind of public spending. However, enhancing the
redistributive impact and efficiency of existing spending, as
suggested below, would be preferable to increasing these expendi-
tures in this time of severe fiscal restraint.
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22. Health. The redistributive impact of expenditures could be
greatly improved by increasing primary health care coverage in the SSA and
COPLAMAR programs. At present, the SSA appears to devote more than 80% of
its resources to curative medicine and attends primarily the most developed
states of the northern and central areas of the country. Likewise,
COPLAMAR emphasizes curative care, facility-based as opposed to outreach
services, and excessive reliance on physicians as opposed to nurses and
midwives.2/

23. Efficiency could be increased in at least three ways: a) by
streamlining the Health and Welfare Secretariat's (SSA's) administrative
expenses which, according to the cited study, were about 21% to 33% of
total costs from 1981 to 1984 (or three to four times what is advisable for
institutions of its nature and size); b) by increasing expenditures on
pharmaceuticals and other medical supplies; and c) by improving the incen-
tive system, which means changing the way resources are transferred from
the SSA to hospitals and other providers of services, increasing cost
recovery in the SSA, and introducing deductibles and co-payments for the
insured in IMSS, ISSSTE and other institutions. Releasing resources to
hospitals based on the amount and type of services they render, rather than
on a fixed budget basis, has been tried successfully in other Latin
American countries. A "price system" is used to distribute these
resources. Under this system, each decentralized unit (e.g., the hospital)
has an incentive to increas-e the amount and quality of services it renders,
competing with other providers. Lists of prices for over 2,000 medical
procedures and x-rays already exist in other countries, and could be
adapted to Mexico's own nomenclature of medical services. The ongoing
decentralization plan provides a good opportunity for introducing reforms
of this sort, which will obviously require a long-term Government commit-
ment to succeed.

24. Educat'on. To increase the redistributive impact of expendi-
tures, the share of national resources devoted to preprimary and primary
education (the only levels of education the poor are likely to attend)
could be gradually increased. Subsidized higher education tends to have
far lower social returns. And it benefits students belonging mainly to
middle and upper-income families which, in many cases, could bear a larger
share of the costs of instruction. For instance, in the student body at
the National Autonomous University of Mexico (UNAM), only 17% of the
students surveyed in 1984 belonged to families whose incomes were
considered to fall below the official poverty line. As the largest state
university in Mexico, UNAM absorbed about 45% of the national budget for
higher education.

25. At a national level, average annual expenditures per primary
school student in 1984 were 426 pesos (1970 pesos), while for a student in
higher education they were 4173 pesos (Table 11.6). Since expenditures on
higher education are about 20% of total public outlays for education, much
could be achieved if even a small fraction of that amount were reallocated
toward improved primary and secondary education in poorer urban and rural
areas.

2, Mexico: Public Sector Investment Review. A Joint Report, August, 1986
(by the Mexican Government and the World Bank).
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26. State university tuition fees could be gradually increased
accompanied by a student loan program and scholarships for needy students.
For instance, according to a study done by the Bank of Mexico, if tuition
fees were increased to their real level of 1948--when fees represented
18.1% of tht minimum wage--revenues equal to roughly one-quarter of the
UNAM budget could be provided from tuition, compared with the present
0.3%. If tuition were increased to the levels charged by private universi-
ties and technical institutes, UNAM would run a considerable surplus.
Raising tuition fees would also increase the external efficiency of higher
education, encouraging students to accelerate the completion of theiL
studies, reducing over-crowding, and elevating the level of scholarly
commitment.

27. An increase in the share of budgetary outlays set aside for text-
books and other school materials is also needed, Administrative expendi-
tures and teacher salaries now account for up to 90% of recurrent expendi-
tures, leaving few resources to provide complementary inputs.

28. Housing, Water and Sewerage Given the large housing deficit,
calculated at almost 5 million units in 1985, and the fact that about 35%
of the population lacks potable water and 57% lack sanitary sewerage
services, increasing the redistributive impact of spending in these areas
is of high priority. The Government has already taken important steps in
this direction by increasing the role of FONHAPO, a program designed to
finance inexpensive housing solutions for the poorest households (i.e.,
non-wage workers earning less than 2.5 times the minimum wage). However,
FONHAPO controls only about 14% of all housing funds, while the Programa
Financiero de Vivienda (PFV-FOVI) and the payroll funds, which provide
financing mainly for middle-income families, control the remaining 86%.
Increasing the redistributive impact of housing outlays means eliminating
or reducing credit subsidies for middle class housing, particularly from
the payroll funds, where subsidies remain substantial. FONHAPO and PPV-
rOVI have already begun this process. Because real wages have sharply
declined, the increased payments derived from a shift to positive real
interest rates probably could not. be passed entirely into higher monthly
mortgage payments for many borrowers, but a scheme of interest capitaliza-
tion could be introduced. If a credit subsidy for the poor were considered
indispensible, it should be in lump sum form (possibly cash for the down
payment), rather than via a reduction of interest rates. In this way, the
amount of the subsidy would be transparent, fewer distortions would result,
and the subsidy would be targetted more effectively.

29. By emphasizing inexpensive solutions, more of the poor would
benefit from current social outlays. Other possibilities, drawn from the
experience of Mexico and other Latin Ameriocan countries, might include:
(a) regularizing the tenancy of urban squatters so that poor people could
more readily obtain loans and would have an owner's incentive to upgrade
their living quarters; (b) connecting residents in clearly-defined poor
communities to basic services of water, sewerage, and electricity, and
charging accessible rates; and (c) self-help housing programs. If these
projects dealt with the poorest in the communities where they live, subsi-
dies would be automatically targetted, resulting in little diversion to
higher-income groups.
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ANNEX I.

PUBLIC SECTOR INVESTMENT

AN OVERVIEW

1. Mexico provides a good example of a mied economy, where a strong
public sector exists beside a usually dynamic and thriving private sector.
The policy towards the role of the private sector in the economy, however,
has varied over different administrations. In general, the sphere of
activity for the public sector has been seen as those "vital and
indispensable" sectors in the national economy where the private sector was
unable or unwilling to enter or lead the way. The interpretation and
application of this general notion, however, has also differed over time, as
evidenced by the changing emphasis in public policy (e.g., towards land
distribution and education), and by the stste takeover of different sectors
over time: the petroleum sector in 1938, the power companies in the early
1960s, and the commercial banks in 1982. In some sectors, notably transport
(road transport) and heavy industry (e.g., steel), the state and private
enterprises operate side by side.

2. Precise definition of the public sector is usually difficult in any
country. In Mexico the distinction between the public and private sector is
blurred by varying degrees of state participation and the extent of control,
legislative and budgetary, that the government can exercise over an
enterprise. Mexico has a federal structure of government, with considerable
autonomy granted to the states. There are parastatals which are under direct
congressional budgetary control (at present numbering twenty-seven, including
PEMEX, the national oil company) and others which are not. In this report,
the public sector includes only the operations of the federal government,
PEMEX, the other twenty-six state enterprises under budgetary control, two
large state enterprises which are not under budgetary control (viz., TELMEX,
Mexico City Metro), and the government of the Federal District. The main
reason for adopting this definition is that the data for these entities are
more readily available. But these entities cover more than 90 percent of
public investment. A major omission in this definition, of course, is the
operations of the state governments. However, since federal government
transfers are a significant part of state finances, the state governments are
not totally excluded from the claims on public resources.

Evolution of Public Investment

3. During the past two decades, pu.lic sector investment showed a
steady increase: it grew from 4.21 of GDP in 1960-64 to 10.1X of GDP in
1977-1982 (see Table 1). Meanwhile, the share of public investment in total
investment rose from 25X in 1960-64 to 45% during 1977-1982. Public sector
investment experienced an unprecedentedly high growth rate during 1977-1981
(20% per annum) before starting its sharp decline in 1982.
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Table A-1: GROSS FIXED INVESTMENT 1/
(% of GDP)

Year Private Public Total

1960-1964 12.6 4.2 16.8
1965-1970 13,1 6.1 19.2
1971-1976 12.6 7,2 19.8
1977-1982 12.7 101 22.6
1983 9.4 6.7 (7.5) 16.0
1984 9.9 6.5 (6.7) 16e3
1985 P/ 10.9 6,1 (6.5) 17.0

p/ Preliminary.
/ The public sector investment figures for 1983-1985 differ from those

provided in this chapter. The latter are shown in parentheses.
Sources: National Accounts, Ministry of Programming and Budgeting.

4. The breakdown of public investment by implementing agency --
government versus public enterprises -- may help explain its impact on the
productive capacity of the country, and perhaps on the behavior of private
investment. The share of investment by the government (federal and local)
increased from 2.2% of GDP in the early sixties to 3.3% of GDP in 1977-1982,
whereas the investment by the parastatal sector increased its share in GDP
from 3.9% to 6.8% betwen these two periods (see Table 2). This translated,
in relative terms, into an increase in the areas of energy and industry, in
some cases complemented by the private sector and in others displacing it.
Investment by the parastatals under budgetary control, which had remained at
3.0% of GDP during 1960-1976, rose to 5.1% of GDP during 1977-1982
principally due to rapid growth by Pemex and CFE: investment by these two
parastatals during 1977-1982 reached over 40% of total public investmLnt.

Table A-2: PBRL IN'WSDfT BY MUM=fl1N AG72^Y

Public Enterprises

Under Cutside
Federal 1/ BudsetY the

Total Nub tal % Cmtrol Buit
Year % of GDP % % of GDP % % of GDP of GDP % %of GDP %

1960-1964 6.1 100.0 2.2 36.1 3.9 63.9 3.3 52.1 0.6 11.8
1965-1970 6.1 100.0 2.0 34.6 4.1 65.4 3.0 53.1 1.1 12.3
1971-1976 7.2 100.0 2.4 33.9 4.7 66.1 3.0 42.3 1.7 23.8
1976-1982 10.1 100.0 3.3 32.7 6.8 67.3 5.1 49,8 1.7 17.5

./ Inludes State and local Goverzmnts.
Source: National Accounts, Ministry of Prcgram1ng and Budg4tIg.
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5. The sectoral breakdown of investment also went through a change
over time in response to charging priorities (see Tables 3 and 4).
Investment in transport and communications, as well as in social development,
lost their relative shares between 1960-64 and 1977-82. Meanwhile,
agriculture, and industry and energy (in particular, the oil and gas sectors)
made substantial gains.

6. With the severe contraction of available resources, beginning in
1982, public sector investment bore the brunt of expenditure cuts. In real
terms, public sector investment declined by 20% in 1982, and another 30% in
1983. The Government achieved this by abandoning, postponing and slowing the
implementation of projects virtually across the board. By 1985, public
sector investment stood at 6.5% of GDP from an average of 10% during the
previous sexenio. As a result of the high levels of public investment
realized prior to the 1982 crisis and the sharp reduction in growth
thereafter, there was some excess capacity in many sectors. Therefore, it
had been possible to cut back investment expenditures -- during 1983-1985 -
without creating excessive bottlenecks.

7. Resources for public investment are likely to remain constrained
during 1986-1988: in fact, public investment in 1986 may get as low as 5% of
GDP (roughly equivalent to US$8 billion). As a result, a careful review of
the public investment program has become of utmost urgency. The sectoral
discussions that follow review the investment programs prepared by the
relevant agencies/institutions -- where they are available -- and then point
out areas of higher priority and possible candidates for cuts/deferrals in
case of tighter budgetary ceilings. In these reviews, the sectoral
priorities and issues are also highlighted.

Sector Reviews

8. In the energy sector, Government's first priority has been
increasing production/generation capacity to meet overall demand (including
demand for 1.5 mbd of crude exports). Other key Government objectives
include energy conservation, diversification and adequate valuation of energy
products. Critical to energy conservation will be energy pricing policies;
investments aimed at reducing energy loss in power distribution and flared
gas; and incentives and support for energy conserving investments by
industries, the transport sector and households. The largest potential for
diversification is in electricity generation where efforts would focus on
reducing the share of hydrocarbon based plants. However, improvement in this
area in the medium term will be slow given the large share of oil based
generation plant* in ongoing investments. With respect to pricing, the
Government has taken some big steps in implementing a more realistic
hydrocarbons pricing policy, but there is still room for improvement,
especially in the areas of LPG and fuel oil. Pricing, however, will be most
crucial for improving the financial situation of the power subsector, where
the low level of tariffs necessitate large federal transfers. In this
regard, there is an urgent need for a thorough review of both the average
levels and structure of electricity tariffs.
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Table 3: SECTORAL COMPOSITION OF PUBLIC INVESTMENT
BY PERCENTAGE SHARE: 1971-1986

1971-76 1977-82 1983 1984 1985 19865/

PEMEX 18.2 30.3 28.0 24.4 20.3 20.3
CFE I/ 13.4 13.6 12.5 13.5 13.6 13,5

Chemicals 2/ 0.5 1.1 1.4 1.6 1.6 1.2
Steel 4.9 2,5 3.6 3.3 3.8 1.3
Mining 1.5 1.5 1.6 2.1 1.9 1.2

Transport 17.4 9.0 11.9 10.6 11.6 9.0
Communications 5.8 4.0 4.1 5.3 5.7 7.8
(TELMEX) (4.3) (7.0)

Agriculture & Rural Dev. 15.2 15.4 10.9 12.3 11.8 12.4
(SARH) (8.0) (8.9) (6.2)

Health & Social Welfare 4.4 4.0 3.1 3.9 4.0 3.3
Education 4.5 3.1 3.3 3.3 3.6 3.8

Water & Sewerage 3/ 2.0 1.4 2.4 2.6 3.4e/ 2,4

Housing 1.7 0.9 1.6 1.4 2,0e/ 2.4e/

DDF 7.2 7.8 10.5 10.9 11.9e/ 9.4

Total explained 96.7 94.6 94.9 95.2 95.2 88.04/

Total Public Investment 100.0 100.0 100.0 100.0 100.0 100.0

e/ Estimates
T/ Includes CLFC
2/ Fertilizers only
3/ Does not include DDF investments in this sector,
4/ The large unexplained componenf or 1986 is due to lack of sufficient

detail on budget categories of "regional development" and "investment
by entities outside the budget".

5/ Revised budget figures.
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Table 4: SECTORAL COMPOSITION OF PUBLIC INVESTMENT: 1983-1986
(billions of pesos)

1983 1984 1985 1986 5/

PEMEX 364 469 598 850
CFE 1/ 163 260 401 568

Chemicals 2/ 18 31 47 51
Steel 46 64 111 54
Mining 20 40 56 50e

Transport 153 204 343 380
Communications 53 102 167 325
(TELMEX) (128) (292)

Agriculture & Rural Development 141 237 347 520
(SARH) (262) (260)

Health & Social Welfare 40 74 119 138
Education 43 63 107 158

Water & Sewerage 3/ 31 50 looe/ looe/
Housing 21 27 60X/ 100|/

DDF 136 210 350e/ 393

Total Explained 1229 1831 2808 3687
(share in GDP) (7.2) (6.4) (6.2)

Total Public Inv. 1293 1920 2950 4196
(share in GDP) (7.5) (6.7) (6.5)

GDP 17,142 28,749 45,588
Aver, exchange rate (ps.per US$) 120.0 167.8 257.0 530.0e/

e/ Estimates.
1/ Includes CLFC,
2/ Fertilizers only.
3/ Does not include DDF investments in this sector.
4/ The large unexplained component for 1986 is due to lack of sufficient detail

on budget categories of "regional development" and "investment by entities
outside the budget".

5/ Revised budget figures.
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9. PEMEX investment during 1977-1982 amounted to about US$30 billion.
It included exploration and development, oil refining, upstream
petrochemicals, and distribution infrastructure (i.e., pipelines, ports,
storage facilities, etc.). With half of the investment expenditure going to
exploration and development, Mexico's proven hydrocarbon reserves rose to
some 57 billion barrels by the end of 1982, from 7.2 billion barrels at
end-1976. Similarly, PEMEX production of crude oil increased from lees than
300 million barrels in 1976 to one billion barrels in 1982. During the same
period, the refining capacity (for primary distillation) went from 969 tbd to
1,270 tbd and petrochemicals production moved from 3.9 million tons to 10.6
million tons. This massive development program, however, despite its many
achievements, was rather unbalanced.

10. The new sexenio (1983-88) was viewed by many as a period of
consolidation for PEMEX, in which the distortions resulting from the
unbalanced development of 1977-1982 were to be corrected. This required
investment in basic infrastructure such as storage and loading facilities,
improvement in the pattern of refinery output so that it better matched the
composition of product demand, and learning to manage its network of gas
gathering/processing/transport facilities as a "system". It was also crucial
that exploration and development of new oil fields and secondary recovery
from existing fields were not restricted by a lack of investment, so that
PEMEX could meet reasonable increases in internal demand and at the same time
maintain a sizable volume of petroleum exports. The intention was to reach
by 1988 a production capacity (around 3.3-3.4 mbd) that would not only enable
Mexico to meet these two goals, but also provide it with some leg-room.

11. The medium-term Energy Plan put PEMEX investment requirements for
the period 1984-88 at 2.8 trillion in 1984 pesos (equivalent to US$3.3
billion per annum in constant 1984 dollars). The proposed investment for the
period was to be spread over primary production (62%), petrochemicals and
natural gas processing (11%), refining (12%), commercial area -- pipelines,
terminals, storage tanks -- 9%, infrastructure -- ports and roads - (3-4%)
and other (2-3%).

12. Clearly, the investment envisaged for PEMEX (in the Energy Plan)
was based on optimistic assumptions with respect to economic growth, domestic
demand for petroleum products, and favorable export markets that would
provide the resources for such investment. With all the above parameters
having changed (i.e. with little economic growth, little increase foreseen in
overall demand for Mexican petroleum products, and stringent resource
availability), it appears that PEMEX investment during the next few years
will be a lot smaller than originally planned.
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13. Even before the sharp reversal of 1986 in the world oil markets,
PEMEX's average annual investment (during 1983-85) had been only a fraction
of the annual iavestment levels realized during 1977-82: in relation to GDP,
PEMEX investment amounted to 2.0% in 1983, 1.6% in 1984 and 1.3% in 1985,
compared to an average of 3.0% during the previous sexenio. The most recent
figures put PEMEX investments at 1.1% of GDP during 1986, increasing to 1.3%
of GDP in 1987 and 1.4% of GDP by 1988.

PEMEX INVESTMENT

1977-82 1983 1984 1985 1986a/ 1987 1988

As percent of GDP 3.0 2.0 1.6 1.3 1.1 1.3 1.4
In Current Pesos (billions) 348 469 598 850
In 1984 Pesos (billions) 586 469 380

a/ revised budget figure

14. The reduced levels of investment during 1983-85 have already shown
a negative impact on PEMEX operations through (i) a slight drop in reserves
and production capacity; (ii) production problems in gas and petrochemicals;
(iii) little improvement in production/export flexibility due to slow
progress in transport and infrastructure investment. As a result of lower
world-oil prices, further expenditure cuts are being forced on PEMEX. The
revised budget figures indicate that capital expenditure in 1986 will be 10-
15% lower than the original amounts budgetted. PEMEX has adjusted to these
cuts by giving top priority -- rightly so -- to investment in exploration and
development. This reflects PEMEX's realization that it is essential to
continue its exploration and development programs so that it can meet its
export targets in the early 1990s. It has decided to slow down construction
in ongoing refinery, petrochemical and infrastructure projects. The impact
on refining operations will be negligible as a result of lower growth rates
projected in domestic demand for refined petroleum products. In the case of
petrochemicals, however, the implications comprise a higher import bill for
such products, and bottlenecks for other subsectors such as fertilizers and
secondary petrochemicals.

15. A major concern is PEMEX's ability to find financing even for its
reduced investment plans. Given the present tax structure, PEMEX will be
unable to finance its investment solely from its own resources. With the
exception of Japanese and American Exim banks, even official export agencies
appear hesitant to provide new credits: along these lines, the renewal of
PEMEX's bankers' acceptances will also be crucial. The question here is
simply: "how can a profitable public company find external financing for
high return projects, when the country itself is in a serious financial and
economic crisis." A second issue relates to maintaining Mexico's share in
world oil markets. This will require increased flexibility in PEMEX
marketing policies, in particular, in regards to pricing and the self-imposed
limit on exports to any one country.

16. Power sector investments have accounted for about 13% of public
investment since the mid-1960s. The most recent investment program prepared
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by CFE for the 1986-1988 period is 1,917 billion in 1986 pesos (roughly
US$1.2 billion per annum), growing at a rate of 11% per annum. This
investment program, however, although substantially smaller than the one
envisaged by the energy plan, is still based on a relatively high demand
scenario (7.3% per annum). The latter does not appear to take account of
real tariff increases expected over 1986-1988 and a conservation program that
will reduce energy losses in power generation/distribution, and does not
consider the viability of a continued distribution effort in the context of
the sectors' resources and priorities. Furthermore, despite the expected
tariff increases and the conversion by the Government of some of CFE's debt
into equity, the power subsector will not be able to generate any savings to
finance its investment program and will continue to require large federal
transfers through 1988. Taking into consideration the huge financing
implications and the potential of lower demand growth, there may be room for
further reduction in the power sector investment. Although the consequences
of establishing precise investment priorities would require formulation of a
new expansion plan and detailed analysis of the reliability of the power
system, the following general comments on this matter can be given. If
further cuts are to be made, the first step would be to cut back on
distribution investments in non-priority areas and to delay start-up of new
generation projects; and second, to slow down construction of ongoing
projects. The impact of reduced investments on the reliability of supply
could be lessened through improvements in the efficiency of the power system.

17. In fertilizers, priority should be given to making the industry
more competitive by international standards through improving the efficiency
of production and distribution.' This will require a rationalization program
that may involve the closing of uneconomic plants and the rehabilitation of
existing facilities. Other issues that should be addressed are the separate
planning of ammonia and urea facilities by Pemex and Fertimex, and fertilizer
pricing policies which have in particular, increased dependence on Government
contributions to sustain operations, to invest and to service debt. Changes
in pricing policies and structure would need to be accompanied by
organizational changes which would make all subsidies transparent and aim at
increasing competitive pressure in the sector (in particular, clear
separation of production and distribution activities, liberalization of
distribution activities) and which would create an environment favorable to
private sector involvement. Formulation of a financial restructuring package
could help rationalize Fertimex operations, and allow the company to become
self-reliant. The investment program envisaged for the period 1986-88 is
some 280 billion in 1986 pesos (equivalent to about US$180 million per
annum, roughly about the same as the annual average investment realized
during 1977-1984). With respect to the major new investment proposals, there
is little doubt that the output from the two urea plants would be needed to
cover the projected deficit in nitrogen by 1990, although it would be
advisable to limit such capacity to meeting domestic demand only. The
construction of new sulfuric and phosphoric acid plants based on sulfur,
however, is unlikely to be economically viable. However, phosphoric acid
production from smelter by-product sulfuric acid may be economically viable,
depending on plant location and infrastructure costs.

18. In secondary petrochemicals, the Government is reconsidering the
rationale for its involvement. Depressed world prices and markets and
general over-capacity makes any venture primarily based on exports doubtful
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at the moment. In addition, this is typically a sector where the private
sector is efficient as long as a competitive environment is maintained.

19. In steel, a restructuring of Sidermex production facilities is now
underway: a first step in this direction has been taken by the shut down of
Fundidora. Planned investments should be further reviewed in this context.
(The revised budget figures for 1986 allocate the equivalent of US$100
million for investment in steel, in comparison to an average annual
investment of US$400 million during 1977-1985). Beyond Sidermex, an in-depth
study of the whole Mexican steel sector should identify the products for
which the country has a comparative advantage, the technological improvements
required, and a package of policies that would ease transition of the
industry towards a more optimal product and technological base. Such
restructuring is needed if Mexico is to be successful in its efforts to
export manufactured and semi-manufactured steel-based products, and desires
to maintain/acquire reasonably advanced technology, and more generally to
improve the international competitiveness of the industrial sector. The
investment requirements in the short term are mainly in the areas of improved
plant maintenance, balancing of existing lines, some debottlenecking, and
quality/performance improvement. The Ahmsa facilities, in particular, need
attention due to years of insufficient funding of maintenance. Fundamental
issues in the longer-term investment outlook appear to be mainly in the area
of flat product productive facilities. The options are to reorient the
production to the SICARTSA complex, carry out large-scale investments in the
Ahmsa and/or Hylsa (private) facilities with their attendant inadequacies, or
meet a large part of future flat product needs through imports. In this
regard, it is crucial that a steel sector policy be formulated by the
Government with the participation of the private sector, that could among
other things, clearly define the role of the public and private sectors.

20. Mining investments proposed for the 1986-1988 period -- prior to
the drop in oil prices -- translated into US$250 million per annum. In
adjusting the investment program, first priority should be given to
preservation of production capacity of viable operations and basic mineral
exploration effort necessary to preserve the growth potential of the
subsector over the medium and long term. Second priority should be given to
the program of credit assistance to private SMM (Small and Medium Mining), to
MICARE's Carbon II project, which is designed to feed a thermal power plant
falling into the power sector's least-cost development program, and to the
fertilizer minerals program. Of lowest priority are the Sidermex expansion
program in coking coal and the Sidermex iron ore program. For the former,
part of the investment program could be postponed to later years with no
substantial economic loss. In the latter case, some balancing and
optimization investments for existing facilities would be sufficient.

21. In transport, the present administration has taken concrete actions
to reorganize and consolidate the sector under a single secretariat; to
direct its limited resources more towards maintenance and rehabilitation of
transport facilities and the completion of high priority works rather than
initiate new works; and to rationalize pricing practices and reduce
unwarranted subsidies to the sector. The review of investment plans for
1986-88, which was carried out prior to the sharp decline in oil prices and
the resultant budgetary cutbacks, called for real increases of 8-15% per year
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over a 1985 budget of Mex$343 billion (equivalent to US$1.33 billion, about
the same as the annual transport investment realized during 1977-1982). This
would have permitted the completion of ongoing projects initiated in the
1979-81 period, particularly in railways and highways, and the beginning of
some priority works in 1987-1988.

22. The initial 1986 budget represented 15% and 10% real declines for
highways and railways, respectively. These levels were cut further and
because of higher than expected inflation and more rapid devaluation of the
peso the real declines were even larger. Transport investment in 1986 fell
by more than f third (in real terms) from its 1985 level. While SCT
responded by appropriately cutting back on new rail infrastructure and major
road modernization works and generally not reducing maintenance levels, the
scope of the overall budgetary reductions required a revamping of the
investment and maintenance budgets rather than across the board cuts. This
latter requirement appears to have been met by the transport investment
program proposed for 1987-88. SCT has identified the priority projects --
which has meant a reduction in the number of works in progress -- in order to
be able to channel sufficient funds to complete some works and generate
benefits as soon as possible. In highways, maintenance budgets have obtained
substantial increases. The amount of deferred maintenance and the declining
modernization and construction budgets had made maintenance budget levels of
the peso few years dangerously inadequate. Similarly, railway track renewal,
bridge rehabilitation and locomotive rehabilitation modernization have been
given high priority. Investments in ports during 1987-88 are directed at
consolidation (of works in progress) and/or rehabilitation of ports at
Manzanillo, Progreso, Veracruz, Guaymas and Tampico Altamira. In air
transport, priority projects include airports at Calima and Santa Cruz, as
well as substantial investment by the airlines in new equipment(requiring no
federal transfers), Again SCT will needed to reduce the number of works in
progress, including possibly halting ongoing works, in order to be able to
channel sufficient funds to complete some works and generate benefits as soon
as possible. The railway new infrastructure and electrification works should
be reviewed to determine if extended implementation called for under present
budgets threatens economic feasibility suggesting a possible shutdown and
postponement of works. Railway track renewal and bridge rehabilitation
should maintain a high priority as should locomotive rehabilitation. In
highways, maintenance budgets require substantial increases. The amount of
deferred maintenance and the declining modernization and construction budgets
make present maintenance budget levels dangerously inadequate. Lastly, port
investment remains without a coordinated plan. Investments will need to be
tied to specific works and equipment which are essential to maintaining trade
and supporting an economic recovery.

23. Investment in communications amounted to about 5% of total public
investment during 1983-1985 (at about US$550 million annually), a little
higher than its 4% share during the previous sexenio.

24. Agriculture has performed better than the rest of the economy
during the crisis years 1981-84. The recent high growth rates of output of
basic crops could be attributed, at least in part, to the producer pricing
policies of the Government which have raised support prices to approximately
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international levels. In 1985, Mexico's agricultural production continued to
improve as timely rains and near-capacity water levels in storage reservoirs
enabled increased output of grains, oilseed, and pulses. Although real
producer prices deteriorated for some grains and oilseeds, prices for the
major staples were maintained. Consumer prices, having been historically
heavily subsidized, have increased as subsidies to CONASUPO were reduced.
Important steps have also been taken to privatize agricultural trade.
Private traders have been allowed to buy directly from foreign suppliers for
all commodities except for milk powder and dry beans which remain largely
under the import control of CONASUPO. Nevertheless, import quotas remain.
Import levels of major commodities are determined by purchasing committees
chaired by SECOFI with representation from agriculture and private trade
associations.

4'rl. 5 . Emphasis of the present administration in public investments and
expenditures has also changed in recent years. Instead of supporting
primarily large scale irrigation projects, priority has been given to
improving productivity and yield, especially in rainfed areas. This has
directed more attention to research and extension, seed multiplication and
improving the efficiency of existing infrastructure through better
maintenance. Since expenditure and investment budgets are severely
constrained, more emphasis has been given to cost sharing with municipalities
and farmers for operation and maintenance of infrastructure. Although some
projects have been curtailed or stopped, further prLoritization in the public
expenditure and investment budget is necessary. Priority must be given to
timely completion of ongoing viable projects and to the promotion of
investments to support expansion of agricultural exports. Continued support
must be directed at decentralizing control of investments and expenditures to
states and municipalities. Finally, availability and realistic pricing of
agricultural credit will also have important bearing on the medium term
prospects for continued agricultural growth.

26. It is rather difficult to provide meaningful figures for public
investment in agriculture. The investment figures provided in Tables 3 and
4 are for "agriculture and rural development": they include the investment
budget for SARH (Ministry of Agriculture and Water Works), which may include
expenditures on water systems for urban areas, as well as expenditures on
rural roads, rural potable water, etc., which come under a budgetary
allocation of "rural development" and are not in the SARH budget. With this
wider definition, investment in agriculture and rural development has
amounted to 11.7% of total public investment during 1983-1985, compared to an
average of over 15% between 1970 and 1982. Since 1983, share of SARH
investment has fallen from 2/3 of this total to about 1/2 - a sign of
decerLtralization in the control of investments in the agriculture sector, as
well as the reduced emphasis on large scale irrigation projects.

27. Total expenditure in public health and welfare stood at 1.8% of GDP
in 1984 --with about 10% of this total in capital expenditure -- and will
remain under 2% of GDP in the medium-term in view of the less than favorAble
economic and fiscal prospects and progressively larger demands of
pension-related obligations of IMSS. Equity and efficiency goals must,
therefore, be pursued in the context of limited additional financing, and
will need to take advantage of the potential for improving capacity
utilization in existing services. SSA (Secretaria de Salud y Asistencia) has
reduced the size of planned investments on physical infrastructure and
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reoriented capital expenditures towards improving and expanding basic health
care. These measures should help increase cost effectiveness and reduce the
impact of investments on incremental operating costs. The ongoing
decentralization program provides a suitable framework for increasing
efficiency and the responsiveness of health services to health needs. It
must, however, be pursued cautiously, and in parallel with management
improvement to avoid major disruptions in service delivery. The COPLAMAR
basic health care model offers a good basis on which to develop a cost
effective basic health care package to poor rural and peri-urban areas.
Ongoing reforms are likely to increase the sector's efficiency and absorptive
capacity, paving the way for future increases in capital and operating
allocations which are needed to avoid a major deterioration in the health
status of Mexicans.

28. In the education sector, the main priorities are meeting rising
demand for schooling, improving quality and efficiency, addressing inequities
in access to schooling, raising worker productivity through vocational and
on-the-job training, and decentralizing administration of the basic school
system. Addressing all these priorities during a period of declining
resources -- education expenditure fell from 5.5% of GDP in 1982 to under
3.8% of GDP in 1985 - will be difficult. -rojections for 1986-88 indicate
that education spending will remain below 4% of GDP, with about 8% of the
total in capital expendituresi The absence of a specific investment/
expenditure plan makes difficult an assessment of program priorities and
investment alternatives. Nevertheless, the stated government education
objectives combined with the current fiscal situation do suggest some
recommended policy priorities for the next few years. These priorities are:
(a) continue to meet enrollment demands, particularly at the primary school
level. Investments in primary education both yield high economic returns
(relative to other types of education) and reduce inequities between income
groups and geographic areas; (b) improve school quality through selective
investments, especially in primary education. Two factors that could
contribute to the quality of education would be increase in the share of
overall expenditures directed to instructional materials and programs aimed
at upgrading of teacher qualifications; (c) improve equity by reducing public
subsidies to relatively affluent students in upper secondary and higher
education and using the public savings to increase spending and educational
quality in primary education; and (d) reduce regional disparities through
increased spending in less developed areas.

29. In urban transport, the main problems are: (i) high concentration
of investment in the Federal District -- virtually all of public expenditure
for urban transport occurs within the Federal District; (ii) high operating
subsidies -- there is virtually no attempt to recover costs from users -

fares provide only 3% of operating costs; (iii) distribution among modes of
transport - almost half of expenditures are committed to the subway system,
with over one third of the total going to system expansion; (iv) size of the
future investment program - on an annual basis, roughly double the 1985
levels; and (v) adequacy of the institutional structure - although there is
a high level of expertise in the design and quality of transport projects,
planning and prioritizing projects is less well developed and more
coordination is needed among agencies responsible for the different modes of
transport.
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30. There has been a substantial financial commitment to build and
operate Mexico's urban transport systems: an estimated total expenditure of
some Mex$200 billion in 1985 (about US$800 million). Nearly all of the money
is slated for the Mexico City region (92%), a very large portion of which is
used to subsidize operating expenses. In the Federal District, over 1/2 of
all expenditures are committed to the subway system, with over 1/3 of the
total going for system expansion. The proposed investment program for the
period 1986-1988 for Mexico City's urban transport system is, on an annual
basis, roughly double the 1985 levels. These amounts are excessive: not
only they imply huge financing requirements, but also they would encourage
the continuation of excessive growth in the capital region and further
expansion of the system would obligate future administrations to commit
larger and larger sums to finance growing operating deficits. In this
regard, the extension of the Mexico City metro system in particular, warrants
careful review.

31. During 1970-1983, water supply service levels rose from 49% of the
population to 66%. Sewerage and waste disposal service levels increased from
24% to 43% of the population during the same period. The goal is to reach
some 10 million new users with water and sewerage services by 1988.
Attainment of these goals will be costly and require improvements in two key
areas: pricing and institutional policies. The NDP (National Development
Plan) called for pricing policies that reflect the real cost of water and
would permit the sector to become more financially self-reliant. In
practice, however, continued availability and indiscriminate use of extensive
grant financing have not only discouraged the intentions reflected in the
NDP, but also encouraged grandiose and not always sound investment choices.
The absence of a cohesive framework for sector planning and consequent lack
of consolidated investment plans has resulted in the emphasis on development
of new water resources. In this regard, there is insufficient coordination
with some state and local programs leading to duplication of efforts, waste,
and low priority investments. Alternatives such as reduction of water losses
and improved efficiency among sector operating entities have not been
considered. Estimates for investment required (annually) to achieve the
water and sewerage goals would be over US$700 million for 1986-1988 as
compared to an average of US$400 million annually during 1978-1982 (if the
Federal District is excluded, these estimates would fall to US$250-300
million). As it might prove difficult to obtain even this level of
resources, a thorough analysis of ongoing projects -- to eliminate/postpone/
redesign uneconomic ones -- is essential. Further, more efficient use of
existing infrastructure -- through rehabilitation and improved maintenance
procedures - should be emphasized.

32. Much of the investment in the Federal District (DDF) has been in
the areas of urban transport and water and sewerage. If these sectors were
to keep their historical shares in total DDF investment, the investments
proposed by the corresponding sectoral agencies imply an unrealistically
high level of investment in the DDF during the 1986-88 period -- on average,
roughly 60% higher than the investment levels of 1977-82. The expenditure
plans for DDF will have to be substantially scaled down if total investment
in the DDF are to be held to sustainable levels. In fact, the projections
are for reduced level of investments for the DDF (investment plans for 1986
amount to US$780 million, compared to over 1.2-1.3 billion annually during
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1983-1984) and no substantial shift in sectoral emphasis. The expectation is
for completion of existing projects, rather than initiation of major new
projects over the period 1986-1988.

33. Housing programs will have a central role in policies aimed at
economic recovery with rapid employment growth. The share of public
investment in housing will be close to 2% of GDP annually during the
1986-1988 period. However, most of this investment is funded through the
banking system and payroll contributions; resources directly drawn from the
federal budget are about 6% of the total. Main issues in public housing are
the following: (i) the average rate of capital recovery is very low: 40%
during the period 1977-1982; (ii) the proliferation of activities and variety
of credit terms and conditions applied by existing housing institutions
challenge the stated objective of controlling and budgeting the subsidy
element involved in preferential credit and in making it more transparent;
and (iii) most of the programs remain beyond the reach of the poorest and the
neediest population.

Summing Up

34. Overall, public investment during the next few years will have to
recover from its 1986 low -- expected to oe as little as 5-5.5% of GDP
(roughly equivalent to US$8-9 billion). Real increases will be required
especially in the areas ofloil and gas, and (non-urban) transport. Increased
investment in power and agriculture do not warrant the same urgency: in
power, because demand for electricity could be substantially lower than
currently projected; and in agriculture, because there is now less emphasis
on (capital intensive) large scale irrigation projects. Future investments
in the industry sector, fertilizer and steel subsectors in particular, will
for the most part be directed towards restructuring/rationalization. It is
in these sectors where there is also an urgent need for a clear definition of
the respective roles for the public and private sectors. Finally, a crucial
area is the Federal District where emphasis should be on better cost
recovery, more efficient use of existing infrastructure through
rehabilitation and improved maintenance: here, continued expansion of the
Mexico City Metro also requires careful review.

35. There has already been a noticeable change in the Government's
strategy for Mexico's economic development. Instead of continuing an
economic strategy based on large Government participation in the economy,
together with deficit financing and high levels of protection, the
authorities have indicated their intention to create more favorable
conditions for private investments, to reduce the size of the public sector,
and to enhance the competitiveness of the industrial sector by opening up the
economy to foreign trade. Furthermore, the authorities have started a
process of restructuring and rationalization in various sectors --in particu-
lar, in the areas of industry and agriculture. In these circumstances it
should be possible to achieve the growth rates targetted for 1987-1988 (3%
and 4%, respectively) with investment levels well below th unusually high
levels experienced during 1977-1982. Based on present plans for 1987,
capital outlays would rise by some 15% in real terms, bringing public
investment to about 6% of GDP. In order to make room for this rise in public
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investment, the real growth in current expenditure needs to be kept to a
minimum and will have to be somewhat lower than the expected growth of real
GDP*

Management of Public Investment

36. With respect to the resource allocation and budgetary process in
the public sector, some of the problem areas that can be strengthened are the
following:

37. In the budgetary process, it would be useful to introduce a
multi-year framework that would include uniform macro-economic guidelines
(that spell out resource prospects), realistic expenditure ceilings for the
sectors and a "core program" of projects. For example, a multi-year rolling
investment program could replace the present single-year budgeting system.
In such a system, expenditures for the first year only are approved, while
second and third year estimates serve to indicate likely spending
requirements. This allows prior financial planning so that overcommitment to
projects is avoided and recurrent expenditure implications are taken into
account. Definition of a "core program" of projects could help separate
priority projects -- that could be fully funded each year in line with the
amounts needed for efficient implementation - from "reserve" projects that
would go ahead if and when additional resources become available. Such a
system of priorities could help avoid across-the-board cuts of funding for
ongoing projects at times of budgetary stringency.

38. With respect to parastatal management, the system of regulation and
detailed budgetary control, appears to create severe constraints for
parastatal operations. In spite of existing over-abundant reporting
requirements, performance is not adequately followed-up. Among the
possible measures that could be taken to improve the operations of the
parastatals, one consideration would involve providing more flexibility and
autonomy in the management of enterprises. Parastatals could be managed
principally through controls over performance and financing, rather than
through the budget or ex-ante approval of purchases and salaries. This would
require elaboration of a system of performance evaluation for the companies
and their managers. One approach would be through gradual generalization of
the restructuring agreements (physical and financial) between the federal
government and the parastatals -- similar to the agreement on railroads.

39. Recently, the Government took a major initiative in setting the
stage for increased autonomy, efficiency and accountability in the public
sector enterprises. On May 15, the Government put into effect a new law on
parastatal entities which, if implemented fully, could bring about a major
reform in state enterprise management in Mexico.

40. Project preparation and evaluation should be improved and the
information so generated be geared to budget needs. For this purpose, the
SPP could set norms for technical, financial and economic appraisal and
determine the basic parameters to be used for economic analysis. In this
regard, existing project evaluation units (such as the ones in SPP, Semip)
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could be strengthened through broad training programs. Also helpful would be
the establishment of a system to monitor and overlook the implementation of
projects.

41. The recent trade liberalization measures present a unique
opportunity to improve the quality and cost effectiveness of investments in
the public sector. To take full advantage of the new emphasis on
international competitiveness and promotion of non-petroleum exports, it
would now be necessary to modify accordingly the procurement procedures of
government agencies. To the extent that these agencies are permitted to
purchase equipment internationally, on the basis of price and quality
considerations, they will be able to install less expensive and more
appropriate equipment. This, in turn, would permit them to lower the domestic
price of the goods and services that they provide and to reduce the need for
subsidies.

42. The share of investment projects planned and carried out by the
states -- frequently financed from Federal revenues -- is growing. Also, the
states are playing an increasing role in regional planning and inter-agency
coordination concerning local investments of the Federal Government.
However, the quality of planning and budgeting for these local investments is
uneven: quite advanced in a few states, but weak in others. Thus, it is
important to improve the coordination of investment plans between states and
the Federal Government to avoid duplication of efforts and the possible
allocation of resources to low priority projects. In this regard, the
revenue sharing and transfers could be linked to specific measures to be
taken by the states for improved investment management.
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TAKE 1A.4 ASE MU E _AMS OF W PlUMlE KI I0 IR W o4 f
*nuu..i g.nasns 1043

1333 "361 1Wm8 1309 1284 of ogb 2w

Ttoa "SIR 119.4 11.6 7. 75n. '-.71

AgriouLtur,et Frwatm, Fishing 84.7 3.l so.l 15.7 14* 6.059

fnlog a/ 123.7 w7* 184.0 09.8 99.4 -6.76

lhfoaturlsm 11.3 la*.s tog'? 7. 64.6 -4.l8

Conto1 A NA N IY m

Etletr1ltpit 8e .3s 1.6 14.8 1.0 19*4 -6.R7
CI>me. 

a's. ma 181.4 116.7 113.5 3e.6 -. 55 
Transport Storg and Comueloat . 106".0 193.4 11.s 8B.1.-- *BSA. 3.8 .
Ftienotat Sarviose luwe*- 

-

NW Ralty d/ 136.7 160.1 moo 1e8s 1*0.98

Danitel oF I NW 1 anl Cottp RervIma 98.4 19. 1G6.S .4 U5.S 4.991

Ofl I Ldutry 314.1 31s.6 0.7 1s7.3 I81. -1150

Av ru _Annul EarnIng. 5.6 57.3 35.6 41.1 8goa.1 6*17

al Oarfated by On oo,uaaw price tIade.
bl The rwaW mat@f agroati m.oe ougat"d seine am fqnmleu 4 Ivas f vglue t-ui pomp Vs -41.18
O/ Eaclagte oil ImlutrI.
4' SBis.ptaher leme il0ms the mel ott imi b_oo.

Us& AimStt1l..

U#WEg Ret lanai imtitt Of Statistics, iNogpi wd loftmsotion whfa Itlael Auso1mat 3fytsreural lesE.



TABLE 1.3 SELECITED WE DATA

Co:um_r Price Minimum UrbOe Wo sa_ery Iuide in Index of Selary ond
IndaM IbuNfacturing glesnfits In time N-

Seetor numafcturlng Sector
Averages Avoerges

Pan"ea miatl neet Nominal ReDel ominat Reel
per day Index Irdex a/ Index Index o/ Index Index al

19Th 67.0 53.0 53.4 6.7 S1.6 g'0.9 5S!9 9e.6
176o 65.9 s69. 50.6 103.9 96.7 1D0I 9.3 99.7
1907 15.1 87.6 .ll1 103.6 07.5 1029. 8Be6 101.9
1678 100.0 9.A4 100.0 1.10,0 100.0 100.0 100.0 100.0
1979 t16i2 116.0 115.7 s9o0 116.3 93.' 116.5 9v9.
1990 149.3 193.6 135.9 91.3 140.6 94.0 142.9 95.3
1991 191.1 177.8 176.9 Be.0 1s.0 95.1 189.3 99.6
1992 303.6 249.7 e48.4 63.9 299.5 97.4 303.2 100.0
1983 e12.9 419.3 417.1 S6.6 433.4 70.8 473.3 76.9
1984 1014.1 646.7 643.3 63.7 694.7 W.6 734.4 71.9
1995 1599.7 i006.3 1001.0 63.0 1112.3 66.9 172.3 72.8

a/ ODfloted by toe national consumr price inadex bare 197=100.

gotuCES mm OF iCO



TA31E 1.4 UER2NW RATES 181-`198

(Sprcentmge of Ldor Foares

hNioo badatojar . .e_arey

open Nidden W Total Open Hidden Total Opean Hidden Totat

18 II qarter 8.0 2.0 5.9 6.0 es Sol 4.0 0.8 5.3
IV quarter 8. 1.3 4.0 B.6 4.0 e.5 8.4 0.8 4.2

188 11 quarter 's 1.5 5.4 5.2 8.1 8.8 4.7 0.0 5.5
IV quarter 4.1 1.7 5.8 5.1 2.6 7e7 4,5 1.5 0.0

980 II quarter 5.5 2.8 7.7 8.1 5.1 13.2 .0e 8.8 1a.6
IV quarter W.e a.5 O.e 6.7 4.0 12.6 el. 32 12.3

1984 11 qurter 6e.3 256 7.8 BI. 3J7 815 7.0 2.7 a.7
xV qurter 6l! 8.7 0.9 5.7 2.6 803 0.2 3.4 8.0

1IM 11 quarter 4.3 Is.8 5a9 3.5 11 4.6 S 1 1.6 6.0IV quarter 4e4 2.7 7.1 2.4 I.5 O.l 4.0 1.8 5.6

16 Janury 4.0 1.8 6.4 .5 600 11.6 5.7 1.0 6.7
February 4.8 1. 6. 4 2.7 So1 7.8 4.0 1.4 6.2Kllroh 65.2 1.8 8.0 20 a.0 8.5 4.5 0.0 0.4
Apri1 4.0 1.8 0.S! R.0 5e 8.6 5.0 108 8.3

o/ ODeined as the ratio betmen Inactives s111tng to work nd total labor ftre.

barnes Nationat Intitute of Statistlics* MHoaohuod suarvey*.



TAKE I NSL PER CATA LWsAIIYS D MS M MO I NTUL SEIN _ . 19*4364

Totat petodtw eo to bpohiturts In Bp _ittee In Espe.dtaro toestel D. elapmot a/ Pibtlie Wuoeshin Hetth Car. bl betel searity of

Toatt Ptc capita Greath Slat Totat Por capita Seoth blt Totad Pee capita ath llato Total Per capita greath Pate

1la" 70,739.4 9m.1 3i,UE.? aui ,543.3 49.r7 9,157.7 9goa.5

low MSSA 1,n.7 le.e 20,797.0 39o.9 1' 36e.3 m.d4 5.4 8.209*t 872.7 (5.31

l19ow 52,643 71.7 (29.63 15,1190.7 20..5 (W73l e.,.eO 5f.7 (31.93 32,1e4.9 S85.6 (20.63

1964 54,W73.8 7019. 0.4 11994.5 314.9 5.ll 2,08105 39.9 3.1 21).1 us's (5.53

a/ It inetodee Pebtio Edeottan, fIbtth Core an be¢at Swernty pl otla e tbrI 1eo t _abad t0 nth tobt,bf Is doe" noot ls Lade IA9,1! aid DUB,
ISTEsIptitmte etao. dot de 8s boet.
ISInEsltituto de bloridad I Pervieoe B to b dtl toe TroJederor dot Entedo.

OICENUs boo Imp o fPetitlls 0Seats Worm de Ihbirne. xas,# 1993.
ilglt De tI bertd, rmer, Sagud o I torose tniem o do btbtonm
1s3, 1964, ion.



TABLE 19.4 PHYSICAL A-D HUNAN RESOURCES, ANO COVERAGE OF HEALTH
BERVICES BY INSTITUTIONSs 1981-1904

*1681 18o2 198 1084 c/

Hospftol ueds a/
Health Ministry VA 0.69 0.74 NAINSO 1.I 1.00 1.05 0.98S1OSTE 1.072 1.015 1*014 1.025

.Doctors o/
Health iniDstry NA 0.81 0.a8 NAXa8S 1.21 1.23 1.t8 19.08 8 8T E 1.0 0 1.72 1.989 1.794

Cove rgs.
Health Misistry bh
(.1111..n of personal 80.97 41.57 39.54 NA

Iiis o" of porsona g5e5 27.1 28.4 30.2I3SOTE
(townships with servisol. 15i 42 6146 966

s/ Per 1l000 persons serviced by the sorresponding Institution.
bl Popuseation 11,1Dg In areas covered by medlOst units of the Hocith Minister.
0/ Preliionary.
INSls Institute Ouixoton del se1 g o SociaI
1SS8TES Insetitte de Sogorided y Sorvisifs Beateles de too TreboJedores del Estedo.OA- Not Avai1abIe

SOURCE: Miguel ds It oMdrid, Tero*r Informs do Sobierpo", Moie.o 1935., AnexoaSector galud p BeSgridad Sooial.



TABLE `1.7 EVOLUTION OF CONTROLLEB PSICE8 FOR BASIC FOODSTUFFUS
1i08-1981 a/

tin paroottog@el

------------------------------------------------------------
__-------

Boo, 1882- Doe. 193 Deal. 1s8e- Nay. l636

Ofticiol Oboerved Offisiot Observed
price price price price

-------------------------------------------
___-------------------__--

Tortilla 0.0 NA 416.1 NA

Broed 0.0 NA 1o0.0 INA

Ieanaa 00 60.61 775.8 NA

Bi am 110.1 104.3 677.4 NA

Cookien Oli 46.4 46.4 602.4 NA S

Eags 88.4 72.bC0 581.8 NA

Boer 26.0 70.0 460.0 NA

Nilk (psstenrtiadl 6i.l 13921 544.4 NA

Nis1amu wage 43.7 3608 3

CPI *0.@ 512.5 b/

IlAmllos AvaIlaobe
e/ Rota of change avor the poriod.
hi' Pretlisoory

SOURCES Nero Lustig, OEconaai Crisis and Living Ot-adards in Nesicot
1988-11-ts. N.y 1939.



usm .9 su w as o om= m
turn-tm

low 16o1 16* 1ss 1984 1985

top pe ospit. (1676 Mu 0) 12131.7 1OU'4.6 -120 11416.61 11559.1 11600.5

DlBpoeabte loam per apito of 11145.1 1124.0 11021.6 10lOB.6 192f30.7 MA
(1678 mue 63

CDoassation pw capita 9270.0 am'. 4.8 7690.1 769.4 mA

Labor lemo/UP (sr.a3 0.8363 0.87 0.36 0.28 0.28 NA m

Labof InoaMDiepseabl V (Sheres) 0.38 0.41 0.4 0.82 0.31 NA

b.Il "aoos find"317610
Minimum oh"a

91.3 92.6 sa.6 s6 68.7 03.0
fmrecturing

84.0 95.1 67.4 70.6 67.9 Boi9

_ SOW AYoItable

of DSelated by the MP derfltor.

6oirIA. National lnsitute of Stat10st ic, temay ad nOoumtta. a Ibx10oa mysts of Nationat
A.oounteo aeveret loass. Poplatian is takoo from Agoenda Estaadtieo 185.



TABLE 2t.1 0S ONSTIC PRODllCT BY SECTOR OF ORIGIN 1915-1985
(In billios of current mos)

t15 1976 1977 197 197 1990 1911 t192 193 1984 1915

Agriculture, Forestry, Fishery 123.1 146.2 1".7 239.6 281.3 357.1 477.5 693.3 135B.9 247.8 4013.2

Nining (inc). oil) 31.7 34.8 62.4 79.5 131.6 291.4 369.5 934.3 2047.4 2990.5 4335.6

Nanufacturing 256.7 316.2 440.8 551.0 714.6 95.0 1311.3 2000.8 3870.6 6857.2 111PS5

Construction 65.8 05.3 104.3 139.4 19.1 276.2 409.3 589. 878.3 1433.3 2287.6 1

Electricity 9.8 13.7 21.8 24.5 31.2 42.0 52.4 77.3 155.4 276.6 413.8 cr.

Comerce 277.0 339.1 445.8 560.4 743.4 99.6 1361.2 2146.4 3821.9 6549.6 H0517.1

Transport and Commication 62.6 82.4 113.9 150.4 199.7 279.1 398.8 604.4 1138.6 2003.5 3053.3

Financial Services 104.3 129.6 162.9 200.7 259.7 336.9 470.3 710.5 1195.7 1891.7 3004.1

Other Services 168.9 224.7 302.9 334.0 511.9 709.2 1033.9 1660.3 2675.1 4370.5 6948.1

6rnss Domestic Pro'4uct 1099.9 1371.0 149.3 2337.5 3067.5 4276.5 5874.4 417.1 17141.8 29748.7 45580.5

SOURCE: National Institute of Statistics, 6eography and Inforeation. I tlexico:
System of National Accounts', several issues.



TAWE 2.1. D_OIJC PRIODr W inru u OF cairn u7s-
(in biltems of I1WO _eJ

197n 1976 177 1078 I97 Ion 190 13 1II 1984 lUi

AIgeaoLttua, FOuBatrp, Fiesry 8J. 93.3 98.1 73.* 70.7 78.7 m.3 79.1 8.1 9.1 sol0

aine 1not. Il) 16.0 15.S 17.1 18.5 8.4 37.4 31.6 34.5 336 84.3 34.5

-aafZestuvlg t146.0 155. 161.0 179.8 1956i 0., 24.8 917.3 0i.0 311.7 34.0

Cwetraotm u's H4IS sle5 so.' 4.3 46.4 51.9 49.3 40.4 41.9 43.
ElestrIeett 3Si 9.3 8.9 la.7 11.0 13.6 1S.6 1.6 14.7 15.7 16.s
§ceo 156.0 163S.1 198.6 179.0 00 319.3 334.6 330.0 We0.0 3.3 17 

Treomprt Ns Ooo.i.ti1n 37. So's 49. 47.6 55* 03.5 19.7 We.1 63'0 37.3 69.8

F1_0ist 1bivias 98* 98.9 71.4 74.0 76.6 WA 6s.1 U.s U.S 98.1 vs.4

Oker b 6.1 95. . 4.3 101.6 196.6 116.7 193.0 1wo.0 135.6 195.0

At1i Mlnaltratlen NM ceFense 31.6 31.9 31.9 3* 35.6 w.6 30.4 91.7 98 34.4 3390

Groe. O_mertt Pedont 610.0 in.8 657.7 713.0 77ma 341.6 m.9 09*0. '6* 0. 911.5

Primary botw at 63.7 63.3 Go.1 733 70.7 75.7 .8 70.3 .1 34.1 98.0eo"emry SOteor b/ 304.0 314.6 30,* 243.S 37.1 39. O. 310.a 900.7 X23.4 381.1Teroisry ontoe c/ 343* 957i. 398.0 306* 435.4 47J.3 0.0 57.7 49.4 5D,.1 567.4

q/ Prisry Oater lDstUiS Agr10SttSf0e Fo"estry od Flab1qg.
b' Seoedery Obtores is Lde. ain1s, lboufcturiang, Omstmstian oli Etaotrielty.
v/ Tore1ry Baotor ins legte Oroe, Raoetrente edl NteLs, TYr_USt WAd CDeelatlos,

Finawil rwicos. lemsesa wl tat State, belot PWre.el id Ca ttty Servtiee.

90CEs oatinal intitute o f orte tistics,begr a y erd Inoratfion. - toeo
Sptm of Nati1at Accounts", esasret lows.



TAtUE l8 69o DO W IC PAWIJCF W8 O ORGIN 1875-185
I.ar. ow,r P bood an curent prices)

1975 1976 1977 1976 11#9 1990 198 1982 IB3M 1994 168s

Agrlcolttae, Forostrg, FPiskry 11.2 10.7 10o5s 19.S 9.2 9e4 61 7.4 7.8 a.s 8a'

Mains [ladk. oll) RIO..5 8A.4 8*4 4.2 g.9 6l. e.e 11.6 10.0 9.5

-aufatring 28.8 23.1 98.9 22.6 2a. 28.0 22. 21.2 e2.s 23.s 24.4

cOafotrsm 6.0 s.e 5.6 6.0 G.a 6.6 7.0 6.8 5.1 5.0 5s0

Elototretpt OeS 1.0 lop I'D ID ISO 0.9 0.9 0.s 1.0 O.s

0gIgg 25.2 24.7 e4.1 24.0 24.2 4 21!9ee2 22,9 22.3 22.5 23.1

Trnport and ou1soton 5.7 6.see0 62 9.4 6. B.I '.6 6.4 6.0 7.0 6.7

Flnumota ervices e.5 9.5 a.9 9.9 .5S 7t. 9.0 7.5 7.0 9.6 O.9

Other Bervoess 15.4 19.4 10.4 19.4 1.7 la.6 7.6 17.6 1is' 15.2 16.0

Brss Domesti Product 109 100.0 109.0 100.0 10.0 100.0 10DO .000.0 .109.0 100.0 100.0

SWEEt littional Insttibts of Stattettos. bsgcab end Informatton. aNx te1st
Spat0s of Hattonst Aocounta0 , soveral ssuos.



TA01E 2.1.4 69069 OOEIrC P9U:r W Ec0mR O mRIM 17Biau
itep11ot price Ii1ox 1W7010

189 197 1977 1978 1979 100 191 1998"R 199l 1104 19s9

vroisultur.. Foreotry, Fishery 198.3 231.0 9 331.9 387.9 471.7 594.6 389.8 1655.2 294.4 45.5

&Hin1g (nlot. @ 011.3 216.9 M84A 407*7 W.7s5 1083.5 1169.3 2706,1 6063.6 6445.9 126.0

henureoturl"s 173.4 209.3 273.8 311.7 385.3 469*7 504.7 910.2 1918*1 9139.1 4982.3

Conotnaction 200.6 249.7 980.9 38. 470.0 595.3 7100.2 1199.3 2174.0 342.9 534.9

Etootralol8 119.5 140.9 220.2 229.0 284.4 338.3 395.3 18. 1057.1 1781 2483.1

Censoros 175.3 207.3 28.7 313.1 371.7 4939 560.5 933.2 1846.3 3071.6 4842.1

Transport d Cuswmicatlon 165.2 207.0 267.0 314.6 361.8 443.0 157. S000.7 1761.0 29.7 4374.4

Ftneoimtl ervies 157.6 196.1 229.2 279.8 330.4 409*9 546.2 531.9 1921.2 2031.9 3149.0

Othur services 20 2e.2 m.See ws, t 403.8 051.6 in658 MA 190.6 18.7 34714 MA

Brmo osestlo Prduct 100.3 15.6 291.2l ss9.3 394.7 508.0 646.4 1041.9 28e8.1 323.89 5091.5

EBJACE Nmatteaol Institut of Stetiatice, e"grphy nd Information. " mjstcot

S9stm of tionatl Accounts, several ssoes.



rAu l.1.5 I DOOQWt P831W! WM OF ss111 1915-69
guuLt vote of gown th InIWO prIces)

197 176 177 I0wo 1w7 low 1SiD i*U low 14 1

Agriculture# FPomtr, flolrp 3.0 1.0 7.6 6.0 -0.1 7.1 6.1 .43 3.6 2.4 s.a

Minet final. O1lt 6.0 6,0 7t. 14.1 14.5 33.S IS. 6* 0.o 1.' 0.9

_.Mfmuin I63 5.1 I.B 96. 10.6 7. 7.p. . .9 -7.8 4.8 5.6
C.etnuutlo 6.9 4.6 -61 13.9 1. 13.9 11.0 .- 4.8 -46.1 -3.5 0.4

EletrIl,tp 6.6 1".O 7.6 6.1 10.S e.' 7. 7.A 0.7 0.0 7. .

Cinro 13.0 a'3 1.7 70. 11.e 6.1 e's -1.9 -,10. 3.0 1.6

Tra t 1 Ole "A "I.0 0.0 6.S 13.6 15. 14.1 10.u9' 4.7 -4 8.3 t.6

Fiwnt Uervt10o 18. 4. s.a 4.5 5.4 4R 4.7 3.e 3.1 3.9 2.5

Ottor brvwl"o 4.3 so. 4.1 6.3 7.3 7.1 7.8 4.5 0.0 8.1 -0.7

Pt1bte Admnetrastlu uib Dbf.q 10.0 1.4 -1.3 7.3 1,1J 7.t 9.4 4.8 1.6 5.5 1.5

grow Dagmt1o Product 6.1 4.0 9.4 8.3 SIR S.a 0.0 -a.6 5.8 3.7 3.7_____~~ ~ ~ ~ ~~~~ _-- _- - -

Prme"r Seatoe o 1.9 1.0 7.6 6.0 4.1 7.1 6.1 --. 6 3.6 2.4 2.3

mdoc ,ter ato b/ 5, 5.1 2.6 16.4 11.Os se. 6.5 .6 -0.1 4.4 45

Tsr1sti Oractor c/ .5S 4.3 see 7.4 6.s 9.0 7.9 0.1 -4.6 3.5 1.5

a/ Pr_trf Orator Incldet Agrlouttureo Fo setrp m Fis*hig.
b/ Imcmu116TY bat Ier l1es MIOONS, MefasW*tGB9 00As GSr ON OM Etle.t1eItY.
c.? Toreltry b atort Iflues tomre, .tauwrmo ui Obtelo Taspit do S m1eatiat

Fiaouln lbrvlo* 6mlrme ad oet Utt., bwss ftromol od Commlttp rtelot o.

UFE N tlomt l tltut of Stetietiee Geograp h d Jaafovmt I.. * loos
Spat of betaselt Acunop, esavret isues.



TABE 2.1.0 DOWSIC PRWIiCI BEur w eRzom 19M-,1985
(a,t. of groeth of Impticit prices)

1976 1977 Iw6 1973 106 191 139 39 1884 35

Agise1ulttor Forotry, Flsery 17.8 3o.e 1.ll 19. 16.6 26.1 4.11 U1. 76.1 66.s

Ninig (lool. s111 8.6 60.7 11.7 44.1 91.0 9.9 1916 125.90 98.6 46.3

lI_bftaulio 17* 84.6l 18.9' 17.2 29.6 24.8 57.0 103.7 69.0 59.2

Owmtn.tiotl e4.0 9.0 16 l.so 1e1 36.7 31.7 51.4 61.7 57.7 85.9

Etozstrloty 24.6 47.6 4.0 15.5 28.9 1.s 97.4 93.7 66.7 89.e

Cemerce 19.2 39.6 16.5 16.7 34.4 2515 so's V9 66.4 57.9

Isssprt wsd Comunioatlon e5.' 29.8 17.5 15.0 3.5 3o.0 61.5f 9760 65. 46.

Fi_sist brviaes 19.4 3.a 92.6 1.1 34.0 89.8 46.6 64.9 59.6 85.0

Other suviowe 25.9 239. 16.9 34.4 29.4 35.9 sa.6 61.1 9.' MA

rses Domesti Product 19.6 90.4 16.' 0.3 39.7 Vn 6. 11. Sel1 ".6 54.4

SIRIEs IttloaoL Iamtitu of tstltetios, bography ewd Xformstio. S Nsaieos
Spot. of Notions AMounte. severl is"seos



TABLE 2.2.1 lOS DOCEIC MiWI WV PPMIMB 1071H904
gIe bUtte.A of Co" poesOl

1978 107 197 1070 1979 1060 1i 10 1s03 1904

bee. Doeestl Product 1100.0 1871.0 1049.0 2887.4 20.5 40.5 504.4 0417.1 17141.7 28748.0
Eapopte 75.0 119.4 100. 44.7 843. 5. 701,a 1630.5 340.0 5101.9
br-5", 105.0 185.3 103.0 5. 812.0 577.0 780.1 103.9 1017.4 27.3

0rm _Oeelo Expanulitures 1180.0 13m.. 14A.e 285.7 8100.2 4317.1 5970.9 0834.5 15410.5 2843.3

euueuption 108.4 1004.8 145.1 170.10 2310.2 p34.8 4200.8 7208.7 11940.3 2e285.5
PrIVes 765.0 833.4 1220.1 154.0 105.0 2581.5 81588.0 50. 190.0 17480.0
Plibto 113.8 15.08 199.0 2556. 834.8 412.8 684.5 1607.6 1500.3 2738.9

Fixed !veetamt 285.6 210.4 89.8 4.24 710.4 10322. 1500.4 2098.9 2972*3 5183.0

Champe to tocks 25.0 17.2 50.1 50.2 7.0 160.6 198.2 _8.0 489.9 1053.2

Not Factor lacows f*ru Abroad -17.09 -e.0 -43.0 -60.0 -77. -41.2 001.2 400. 1041.7 -1675.3

Gross NatIonat Prodct 1010.1 1342.0 1008.4 2281.4 2000.4 4165.3 5674.2 6806.2 18100.0 27073.6

-hiuu Item

areas Domestic Saviag. 280.6 8. 424.2 159.1 4 757,8 1252.2 1601 2133.4 5195.4 8543.4
re_ leotionet bIngs 212*7 257.7 301.3 412.4 080.2 11850 1405.0 1124.5 4153.7 10096.8
reso Dousetso Expondituree

on Domestic Geds and Servics I124.e 1254.3 108.5 2092.7 2724.2 8730.9 5172.0 7790.6 13801.1 23048.0

OO8E Nat lte IntItute of Otetlctlos, bgrephy Nd Ifoer-at1an. "Ss xog Byes. of Oational Acaouato%
ommr-e tomes.



TASt 2J.2* GS OQIIC Fial W SEflTUW5 1S75-195
ILf bitle of 1370 pews)

1t7 176 107 137 167 159 110 129 158 16 168

arse Osmatic piut 610.0 935.0 65.? 713.0 M7 641.6 Oe.8 095.3 13. SB7.6 011.5
Experts 43* 83.4 57.6 64.5 72.8 76.7 8615 59.6 168.8 114.1 1tO.7

qhmrtm 63.6 04* 57.6 702 312 10!.3 144.7 1.1 563.1 63.6 71.1

Gross ODmatic Expeoditrs 930.4 64S.6 657.5 717.7 Me.1 1M.4 072.0 81.3 600.0 87.1 71.6

c0owmt1,n e3.4 in.1 610.s 553* 8 0.6 84.65 90J2 7M.$ 180.3 e.0 183.0
PrIvte 415.4 444.7 453.0 4t0.08 584. 574.5 616.7 69S.4 570.3 5.0 008.4
RAWl1 54.0 57.4 66.6 63.4 65.4 73.0 59.5 04.4 98.3 18.0 90.2

Fixed lavoatest 12.5 192.3 124.0 142.6 171.7 107.4 9A.4 180.3 137* 144.6 154.5

cou to sIes 16.5 14.5 23.9 31.7 31.7 3s.6 45.8 4.2 3.6 1e.2 28.3

Term of Trode WEst g 2.4 4.0 0.a e.1 9.7 85.1 45.7 46.9 6.4 2.6 Va

grow Oo1tie Inome 61.4 640.6 686.0 714.1 700.9 676 Me4. 8.7 6l5.6 MA.4 M5

fit Feater tmo from Abroad -10.1 -13.7 43.1 -15.2 -5.14 444 -85.9 44.0 -a34 -38.4 MI

oo Notiomt huo= 6011.6 m.9 645.0 6e6. 7M8.4 M.e 319. 909.7 MA.4 860.0 6

ame WutibtSt Product 5Me*t 69.1 644.8 996.3 730.3 117.4 072.5 M3.3 6.0 543* M!

bosreodms item

Sama _OMOtic SOWSing 180.6 11a.7 147.1 16.3 174.0 19.3 209S. 118.0 113.8 207.6 317.3
_are Sitiomet Smwyim 113.6 1t0.0 134.0 1438. 1t60. 107.9 179.3 19.0 10.1 163.2 MA

2opoet Ceposity 45.6 615.2 6.1 896.6 592.0 1.6 17.2 141.5 166.7 110.9 MA
Saro* DOsamtie Expenditnams
em Domatic bode sod 9besc3s 98.3 565.4 598.9 647 704.9 765.1 9*7.3 911* 782.6 773.5 Goe.

of Estim.o

UCAESatlemi Rl lists of Statistlom eSesphy sad feruentie. lbaieat Syates of lstiemt l oaunto",
asMroi loomes.



TAKE 2.29.3 MM6 DOmWIC F1I UV UOIrTWES 1975-194
1oere. bad on carrant Prieeal

975 I971 1s" 1w3 1970 1930 1331 11B9 13 lo4

Stom bOostic Produt 180.0 103.0 100.0 100.0 U10.0 100.0 100.0 1G1.0 100. 100.0

Expets 0.9 6.5 10.8 10.65 11.2 1W. 11.0 17.4 10.5 17.7
Impeots 9.6 0.9 10.1 11.0 1". 13.5 18.6 1l.2 9.4 91.7

Gross mast"i EpdltutOO 100.7 101.4 e6.1 100. 101.8 180.9 li.6 9sa6 e N.o ".6

Consuption 7n.6 79.1 7. 77.0 7a.8 70.7 72.7 77.3 66.7 70.3

Priveat a.l 6B.1 36.5 35.0 64.4 69.9 91.0 1.8 60.4 90.5
sblote Io.3 11.0 100. 10.9 0O.0 10.6 11.7 16.0 0.3 8.5

Fixed Inesteont 21.4 1.0 t.9. 21.1 23.4 14.2 25.7 22.3 17.3 19.0

Cagem la Stoea 2.8 1.3 81 2.5 2.5 4.0 3.9 4.0 1.0 3.7

Ibt Factor Imam fra Abroad -1.0 -. 8 -3.9 6.1 -7.0 -10.7 -t8 -46.8 94.7 -16.83

eaes Nattonel Product 90.4 97.9 97.7 97t. 97.15 97.s3 6. 94.6 93.9 64.2

Broom _e tic SewIng. 21.0 20.9 e2.6 23.0 e4.7 26.3 27.s3 2.7 80.3 29.7

6tone obtiwot lIaings 19.3 16.8 20.8 20.6 22.2 101. 23.9 17.3 24.2 35.9
Gross D_tmeati Ea_pettrze
on boesstic bode en 9.rvtce 93.1 01.5 89.7 69.5 68.6 07.4 861.1 see 00.5 82.3

80LM t IetloneL Inattitat of Statteatict, Ibgrovh and Infoneatioo. uIooiSt Spytem of Netlonte Acoontesa
enwerot 1 _.e.
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TAMLE 2.2.5 urlns 0UE5mJc FWD=uc w mmURUE IS4985
IA_mmt gorso rots In IW0 pries)

197 1977 1976 199 1is 1691 92 198 1964 ss85

Seems DBrot1. Poduct 4.2 8.4 8.3 9.2 6.3 6.0 -0.8 -50. 3.7 2.7
Eapert 19.7 14.7 11.6 12.1 8.1 6.3 13.8 1l.e 10.5 -3.0
smarts O.S -10.9 21.6 g6.s 81.6 eO.3 -37.0 -41.7 iss 11.9

crags Osastic Expaadtturs 3.0 1.2 9.e lO.S 11.g 9.9 -7.2 -l0.7 a.9 4.2

CO_oaMtisa 4.7 1.7 9.3 se9 7.6 7.7 1.2 -6.0 8.0 2.0
PrPIVte 4.5 2.0 9.2 9.6 7.5 7.3 1.1 -7.5 2.5 2.1
IPbtio 6.3 -1.0 9.9 0.6 9a. 10.0 g.a -1.I e.B 1.3

FIawd Jnueotat 0.5 -6.7 15.2 20.2 15.0 14.7 -15.9 -2.9 a.5 8.7

C_21p 1n Stks -e1.5 57.9 -5.2 0.0 77.9 16.8 -90.9 109.5 9.6 IIA

ftt FPUcfr Income fra Abrod 27.5 -4.7 19.4 20.9 32.5 48.7 21.2 22.8 12.3 NA

Sros Obtional Product 3.8 3.6 8.1 6.9 7.7 6.7 -1.5 4.4 3.3 NA

GroseOosDto o SIwing; 2.4 10.0 8.0 0.0 10.1 8.0 -6.5 0.2 5.@ 5.0
ores Nutimmt Savings 0.1 11.7 7.1 9.9 7.5 3.2 -12.3 6.6 4.4 NA

Gross OBretio Expeultures
on Domeata bOode mwd orvcos 3.3 2.5 7.9 9.9 9.5 9.1 -1.9 -7.2 2.7 3.5

SOa tNtiot Institute of Stotlstcsa, braphy so lnforusto10. bzXca Syptem of NItIonal Asonte,
Ovratl $susu..



TABLE f,'6 GRO OPUSIC PRSMJT W U'BSFUME 1975-1984
I(ist of groub of iqpiticC pr1cel

1975E 11878 1177 197111 197 m 1991 lm 1968 1884

Grow DOE"%*e P eut 10.4 1s.' 9A.4 16.3 O.O Be.7 27.2 81* se.1 61.9Exporws 9.0 S. 4*.11 14a .1n 47.5 i.. 105i.3 88.0 38.3Iqasrto 20.7 29.7 55.? 12.0 14.0 14.7 14.8 109.7 1SM.3 43.3

Gora D_otic Eup.ndituwro 16* 19.4 91.3 16.' 19.1 20.0 28.0 59.4 65.4 65.0
Cminsmtpon, 16.1 19.1 299 16.5 7.9 1.5 31.1 a s3.6 75.9 04.1Pr1ove 15.8 16.1 20.7 10.4 17.6 205 90.3 619.4 9.60 84.6Pblso 20.1 95.1 aa.s 13.? 1t.5 20*. 84.5 115.3 6.9 81l.

Ftsn invotmss 13a0 n1.6 85.9 47.7 21.s 21ia 27.4 68.4 98.4 84.6
Choos on bock. MA -12* 117.8 5.7 81.t1 28.6 .t1 -659.2 -4.l 52.0
Nat Ftor tou co, ItRo Abmd 15.0 e6.T 55.7 ". 1S4.0 14.7 14.9 t1.7 163.9 43.2

Stne Matlonat Product 16.0 18.5 29.6 16.6 20.4 2911 c7. s 69.8 99.0 02.9

Ibuaroasim item

Gora DinestIo 8oalOS 18*0 81.4 84.5 17.6 27.9 50.1 17.7 42.0 143.8 55.5Gross Ibt_mIt 3owlqp 1800 t1.1 8A24 16.1 29.0 55* 20.0 81.7 189.8 137.7_ on e1hmst1o Ex_aditows.
on Onaelo bode md brviD o 10.0 19.6 29.0 19.9 10.6 ga'5 27.9 53.4 91.1 68.6

OUCE# Rotlest 1 t list. of ftattOt lo agraid "formstion. '1at Sytem of Natie _Ioonta efto,a.uotrt lanmee.
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TABLE 2.3.2 FID INVWIEY WV "1 CONWirS 179-190
its bitlion of 1070 pesos)

1975 10o 177 1978 1970 1060 1981 19312 1983 184 1905

Fixed slwostut 132.3 132.6 13.01 142,6 171.7 107.3 29.4 190.3 137.2 144.7 154.5
Prfvote 77.6 82.3 76.7 I0.? g9.0 118.5 198.1 108.1 80.3 97.5 99.0Coustrswton 39.6 43.6 42.9 40.6 44"t 47*0 i0.1 0.3 45.1 47.3 50.3Shebhnsry A Equipmet 39.0 38.7 34.1 401. 54.9 65.5 79.0 55.8 35.2 40.2 48.7

ftbbiG 54.7 50.8 47.2 62.1 72.7 64.1 68.9 64.2 59.6 57.2 55.5Codtiwtion 33.2 31.0 30.0 41.6 40.7 57.5 66.9 60.2 43.4 44.1 43.5ihoabnry & Equipmst 21.5 19.6 17.2 90.5 24.0 27.3 32.0 24.0 1335 13.1 12.0
* v~~~~~~~~~~~~~~o@mns is 6t.k* 10.5 14. !S 22.0 1.7 N2. 36.6 48.3 4,2 6.9 12.2 23.9

Gros Oammtie loes sao 150.9 147.4 146,8 164.5 193.4 e3n.9 2m. 1945 146.0 158.9 179.3

60Zc11, Ibiteot intitate of Sttisatios. ftfgephy mId rnformntio.. "1nices
"stem of sleelal lomm1 .



TALE 2.3.3 FPW IlEmfm Sy M%= ctll6 1975-1995

IUtr.s ower GOP b osedn. curent priessl

1975 Iwo I197 1676 1979 1980 li81 1w 196 1s9 1985

Fixed IactamA 93.4 944 96.0 9.3 9.3 90.9 98.7 104.9 95.6 98.3 89.7

Privae. 9.5 57.7 51.9 49.0 50.7 47.3 48.2 96.7 49.1 47.6 55.S

tmwtrustion 27.7 32.0 t2.6 25.1 23.6 21.7 21.3 29.0 20.6 25.0 28.2

tachinery & E6.panS 24.6 25.7 23.0 23.9 26.9 25.9 26.9 20.6 21.3 92.2 27.3

Pubtits 937.9 36.7 34.2 40.3 36.5 3a.6 40.5 46.2 37.5 34.4 31.1
IlNtreCtion 24.3 23.7 21.6 27.2 27.0 27.2 26.9 34.9 27.4 25.4 24.4

I@btsnry &L Eqttp.st 13.6 13.0 1i2.5 13.1 12.5 114 li.5 13.3 10.1 9.0 067

.Ibome In stocks 9a. 5.8 14.0 10.7 9.7 14.1 1.3 -4.9 14.4 17.7 13.3

Grss Dnemte Investoont 190.0 100.0 100. 190.0 10D.0 190.0 190.0 100.0 190.0 19.0 190.0

0UrEaCEI Otlos.t bSt.tut of Sttttets egropbp end InformatIon. abxicos

Syom'of IbIDonel Amcountso several leaves.



TAVLE 2.9.4 FDW IUV HIIFY SY 0WI ClSHVuwr Im5eiM
I mqplicit price lade 1970=100 

1675 1976 17 I 1 197 m 19 1982 1983 18

FixSe 118.t_mt 176.2 217.0 293.3 34s49 416.5 523.6 608.7 1102.9 2196.4 330.0

Privat. 179.4 214.2 5.1 83I.1 40MA. 595,4 640.7 108.7 2076.6 3249.5Ilaoatnsst 167.3 224.S 285.7 341.6 40.5 S54,5 725.5 1115.1 209.3 3219.6hbin.ri & Equtip_t 165.6 .6S 6.5 3.4 391.4 470.2 56.2 1026.9 212,0 3295.6

Public 150.6 221.5 300.6 857.8 43e.7 547.6 700.7s 1146.1 290.3 3579.7
Constnect1on 190.7 233.2 308.8 30. 442,1 56.0 743.1 1161.3 2192.4 3424.0Wachinerp a Equ_ipmt 165.1 203.1 307.0 351.7 413.6 592.6 612.6 1107.9 25.2 4103.9

Clar_ In Stocek 135.1 1198. 256.1 272.9 357.4 439,. 41.3 -3.3 560.7 8632.8

grow, Doiete Investant 172.9 20.3 288.0 335.4 411.6 509.9 624o4 10:0.7 230.2 3799.5

SiUCEs Nat11a Institt of ft*itlot Oaowgrsph and Inforeastion. Obxioo
Bpot.. of National Ancousta. sevrot lsses.



TAKLE .2..5 FD10 _IWMFS W M0 a 1975-22
(huWst GM"at foe In 1379 prOc.)

197o Is" Im 1 19m6 1311 13 1oss 1984 13w

Flxed lRa.atmt a.5 ' .6 15.31 gale 14.1 14. -15.9 -17.9 5.5 8.7

Prlveto 0M. -a.9 5.2 22.7 13.6 13. -17.2 -44.3 96 13.1
buonstrotto 13.0 -oe.3 -4. 6.9 6.23 B6 0.4 -10.3 4.' 0.31Iabhimry a Eqalpment -4.s -11.0 1.6 36.7 1s.s 19.1 -R6.5 -33. 14.s 2n.1

Ptblc ' -7.6 -6.7 31.6 17.1 16.9 15.3 -14.3 -36.4 a.5 -3.1
contuction -6.6 -3.2 39.7 17.1 1o6.1 15.3 -6.6 -0679 16 -1.4
fthcb1ry 8 EqwIpm* -. 61 -12.2 19.2 17.1 13.9 17.V U.S0 '4.3 -3.0 -0l6

Chane Is tocks -2.6 57.9 -5.2 a.' 77.1 1e.e -0.9 106.5 391.6 -

nnes Dcua*tic b_vetowt -2.8 -0.4 12.1 17.6 tS.6 15.6 -06.7 -@4.9 7.5 13.5

9M3 :M btiosmt lotI"to of Stst1@tce, Googrephy ed InformatIon. ',auicou
System of Ntlbonol Accolts. severatl i8stes.
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TABLE 2.3.6 FRXBR ibwvE IN MWIN _wurs ts5lb
lIst. of growth of ImpiIcit piece tindoa

1675 1176 167 1973 1673 1166 11 low 1663 1U4.

FtaieI iawtamsm 20.4 21.8 35a2 17.6 1.09 251.1 27. 05.4 66.4 56.0

Private 2l.7 21.4 S.1 17.5 21.6l 23.6 26.6 16.6 64.5 58.3Clmtsst ow 24.0 19.9 27.2 19.6 25.4 29 8al0. 58.7 84.6 69.2hiahn.rp a Eqspamt 17. 28.3 40.4 1i.l 19.2 20.1 24.7 75.2 104.7 6B.3

dbil o 20.4 22.7 89.4 16.7 "1.0 26.6 26.0 6316 so.s 56.3
Cttnamt1oe go.6 22.8 a81.8 17.7 22.0 26.7 1.6 56. 66.6 58.2

Usaoinery a Esp_psit 15.7 23.0 51.2 14.6 7.6 21.5 R.9 1o.8 s 185.1 57.5 -

§memg to Stock. PA -12j. 117.6 5.7 S8.1 28.0 5.1 -IR -43.5 52.0 a

Ores. Dnmotlo Invetme4 WA1 19.9 s86. 16go 22.7 23.9 22.5 64.6 1.2 59.3

SOUEs Ibtiertel Iseitat of Sestat1,1 S repby and Iuforsst tfos. ba1oos
Slot.E of et ll et koouts, soeverat Woo..
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TABLE 3.2.1 IOwrs Ol 60F9BOS A0D FACrOR SERVIC 197-1w88
IIn atlttono of US dolteral

197 1976 1077 1976 197 1980 18 199 1983 1894 1995 1986

Total Nrcnds IMports 6609.0 S69.9 5704.5 717.5 116979. 166.8 23929.B 14421.6 95509 11254.3 13480.4 3092.5

Coteumer Good. 581.0 56.1 503.2 950. 100.0 2440.6 2912.9 1510.5 613.9 84. 1075.0 229.1

Intermedito Goods 4241.0 3809.4 3719.2 8265.0 7403.9 I1208.O 13541.3 9399.9 5740.4 7933.4 9162.3 2022.4

Capitt Good, 1897.0 1930.4 1492.1 191.6S 3573.9 5174.0 7575,4 4502.2 2196.7 2572.9 3233.1 911.1

Mn Factor Services 3178.0 3439.0 2851.0 3540.0 4904.0 7300.0 10326.0 5760.8 42S0.1 4952.9 5346.3 1102.2

Fratgt & Insurance 429.0 399.0 319.0 419.0 810.0 950.0 1124.0 620.0 455.0 65340 554.0 122.9

Tronoortotton 9.0 265.0 282.0 859.0 512.0 692.0 125.0 1101.0D 923.0 819.0 26.2 181.1
Gorder Trade 158.0 1847.0 1391.0 1m.o 2246,0 3130.o 4594.0 1420.0 1141.7 1520.0 1584.4 329.2

Tourism 446.0 423.1 3961.0 519.0 893.5 1043.6 1571.1 787.7 441.3 848.3 686.0 115.8

fther 475.0 524.0 524.0 612.0 952.5 1206.4 1791.8 1932.5 1389.1 1436.3 1703.9 404.2

Totat Imports 9677.0 9738.8 9S55.5 11457.5 16093.7 141.3 34255.0 90191.4 12781.0 16206.9 19906.7 4214.7

I_M Item

Merohndiee Imports 6609.0 9299.9 5704.5 7917.5 11979.7 1923 23929.6 14421.6 8550.9. 11254.3 13480.4 3092.5
FPdla o226.0 ff04.2 2008.5 M21. 803 7106.4 691.9 540.5 4308.5 4789.7 4354.2 895.7

Private 4441.0 409.7 3606.0 5001.4 07.4 11725. 15107.7 9021.1 4244.4 9494.6 9105.2 2166.9

at For the flirst quarter 1988.

8_ONk Bku of Ibgioo. 'Isdi1l"ores Ecoacaicac'.



TA0LE 3.2.2 IlWB OF 008 AM UI-F=MC AEICEO 1976-162
(Shere. b_.. on curreat price

1975 i&a l07 1970 1079 low_ 91 lso IO ie 1i8o io

Tefte Habrewdita Iiepots
5.7 8.6 Soo 5.7 5.9 .9.4 6.2 7J6 4.8 652 5.7 5.4C.eum ed

4e.9 sll. 43. 46.1 43.9 4e.0 39.5 41.0 44.s 4919 48.7 48.0

19.1 19.9 17*9 i7,3 2112 le's 2.,1 2.93 17.2 15.9 172 19.2Capittl semo
67.9 04.7 66.7 6s91 71.0 7.0 609. .71.4 6w.3 6914 71.6 72.7

Mm Footer BirvIo 32,2 35.3 33. 80.9 5.0 28.0 80.1 20.6 93.l 30.6 20.4 27.3
Freight A mow 4.8 3.9 3.7 3.7 a'6 a.6 3.3 a.1 3.6 939 2.9 2o.9Trssportien 2.4 2.7 e.9 al1 3.0 3.9 8.7 5.8 .4 5.0 4.4 4.3brder Trade 16.1 19.0 18.9 14.2 13.3 12.0 13.4 7*0 6.9 9.4 9.5 7.9Tourim 4.5 4.3 4.6 4.5 4.0 4.0 4.6 8.9 a 3.5 4.0 3.6 2.7Other 419 5.4 6.1 G's 5.0 4*. 5.2 9s.1 107 6.9 9.1 9.6

Totat Importe 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 10000 100.0 100.0
ram Items

lbuhsulis. Imports 97.9 64.7 6.7 66.1 71.0 72.0 60.9 71.4 66.9 69.4 71.6 72.7tItbt1e 2.19 2.S6 24,5 5.81 23.1 27.2 g.6 26.7 83.7 2.60 23.2 11.3Private 45.0 42.1 42.1 43.7 47.8 44.9 44.1 44.7 33.2 39.9 48.4 51.4

t Foer the tint qurter 198

oIBWAIR kw* of tbxie, ledioador EconomieooN
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UlALE 3.1.4 WSM OPF COWS AN SEMICES 1o90-im
(Rate of growth in 1870 prices)

loo let" 1990 1983 19" 15

Total Imports 15 90.3 -al37.1 -41.7 19,7 11,9

Totet Imports ed ()I A7.4 15s. -39.0 -34 O1. 17.1

iadtgt Cotuasr G03od 3.94 11.0s 4913 -61.9 39.9 15.1
P1051 0AWSP bidS 910.0 fl.8 _4,9 .4 11.8 X1.8
CapitoL seed 919. 15.4 -4.0 -a.1 14.7 b9.4

Ibt-Nanetary SAd aNd 8lnvr -79.7 10.8 '09.3 0.0 0.0 0.0

Services 1o.0 4.3 -00.4 -37. lol1 0.

SOURC: National Institute of ftutleiatlo bogrophy od nftormtion, "Nm1alo
Stem of Nationat Acountsi,e ae"vro Issue..
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TABUI 3.2.5 WERCHA#QXSE XW S BY TYPE OF 600 1990-15
tattwon of USO

190 191t 19MI 1963 1994 1995 a1

Agr10ulturw 1171 994. S27 1821 1393 740
Of uhicha

Corn 09 43 308 34 375 9B
las.t 183 214 7 o 42 23

sorghum M0 . 4-8 165 434 903 997

Livetock end Fish 140. 217 179 so 134 184

ftatlo wnd Nirnsals 98. 279 991 122 194 120

)utfotumd Goods 1064 9103 10 8644 9122 31
Of which:

Fod Inustry 1175 tW0 7 w No 
Textile LOS9 404 150 4? Be as
chomtloo 28 9353 55 w7 1193 713
Muh1nery MO 12474 7M 355 4 2833
btoe 1824 2220 11a 481 73 331
Other N7 2504 106 1207 137 154

Ibn-CtuiftlsId Gods 200 195 130 82 50 43

Tot Nsrhedio irt 19B3 93930 14437 551 19 607

3rch18eo IMports 183 233 1487 051 124 7
Public 713 6m 5401 4243 4790 2309
Privets 11726 15103 95 3473 44 4300

a/ For %hi first smester 13,

MAIMEs nIw* of Mexico, 'Micuaderes doe Cosroi Exterir't, maorl isoues.



,Tbto 8.3.s.s uE s OF 0DDB AMI uNM FWRm UV!CEI 1973-946
(to ostiwmoe of US dollats)

1975 173 1V? 187 39 1_ 1361 133 1ess 134 13 S1

AD tMtPS 711o 16o 1161.0 1307.0 16160 1463.6 156. tin..e 6a6 1a83.4 71.3
*of chobi

Cbzet 175.0 37.0 165.0 363G.0 310.0 513.7 MA. 1a.6 116.57 MA 5s
oarr 1.0 87.0 45a.0 8e.g 37.o0 M4 834.0 545.1 8. 424.4 24B.9
rwats 185.0 141.6 35.0 196. 37.0 169.6 M0.0 153.6 113.8 M30.? 16e.g
Door M6 374.0 81,0 014.fO #!4.0 4us 43.8 414.3 38581 4M3e1 M*1.

Llvos& am" Fsh 178.0 115. 1310 164.0 6.0 W4.0 104.3 1a.4 1.7 154.4 41,9

NDLS ad MIeg .o 3. 317.0 31.0 817.0 513.4 663.0 60.6 3.7 W3.0 5.a

otretm ad be 439.0 50.0 in..0 1774.0 70.o 677 1811S3.3 19010.6 148*e 13166*.4 654.6

bAfewmit.rid boed16.0 1713.0 3135.0 354.0 9.0 357W.7 4066.5 830 5o47.6 GJ .
VIof *tobs o

Food 430.0 55.0 633.0 7W.0 79.0 m71.7 78* 707.4 734.6 .6 8a.9
Texite mleO16.0 161.0 1630 1.0 3e0.0 164.3 l1s.8 1UqW 13.3 37.8 101.6
Cboset 3.0 36.0 141.0 35.0 333.0 P89.1 457J. 441.6 367.3 6. 39.S
Ibh1ir.y 304.0 329.0 449.0 53.0 II3.0 7865.5 B9.6 M.e 1863.0 3374.0 189.3
Utee. 43.0 54.0 6.0 19S.0 11.e 0 6.6 64.0 13.4 316.6 V77.7 113.9
Other M650 8.0 3Sn.0 696.0 WS.0 1866.0 1369.0 103.08 2.6 3583.4 1347.S

Ion-Ottee1fled uado 0.0 0.0 3.0 2.0 0.0 9.Q 5.7 8.0 8.7 14.3 3.5

Totet Obeadtoe Expor. 8002.0 5.0 4149.0 6064.0 97.0 1511.9 30.1 2319. 23M13.0 24053.56 103538.

en feor Sova1sce 5865.0 4111.0 3105.0 4713.0 0O07.0 7383.0 1938.0 419.3 4351.5 5681.0 8609.6

lbdat Ttaie I15.0 2316.0 20. 3 . 319.O 873e.0 47.0 3.o 1104.4 1329.0 55.1
Tourlm 6910.0 636.0 666.O S119t0 1443.0 1071.0 176.O 1405.9 1534.5 1853.4 1036.8
Asembl Irutry 83.0 866.0 345.0 453.0 .0 779.0 0.0 1.5 916.4 11.8 64.9
Othor M9.0 6.0 66.0 75.0 197.0 1573.0 1363.0 143.1 184.3 12.6 08.5

sltul Exports 6G47.0 77661.0 654.0 1077.O 14604.0 28546. 836.1 36146.0 713.*5 80015.1 1858.8

f For tks period _.ry-Jhne.

buc s OMOf *r les., IitooIidoeree de be1rete Exteror'.



TAKE 8*3. EX1S 1iF 66 AID N FACTOR ivM 1875_
.0 Iberee bwo s s o curres n rice)

O19 19S7 1377 1973 1373 U 191 14 1390 1964 1"is a

*e~- - - --- 5@rleuUcr. 10.9~~~"I 18.7 13.0 13e1 10.0 g.l 4.7 4.1 8.0 4.4 0.l

Lott. etoo 8.4 gas 309 3.1 1.4 1.1 0.7 0.4 0D7 0.4
Loft.. .to 4.3 0.4 8.6 BO3 1.0 1.1 1.' 1.4 1*4 1.l
Teectue 3.0D lea 301 1s0 I.4 07 g0. 0.0 0.4 0.7 1'
Other 3.4 8.0 8.7 3.0 3.5 3.1 107 t.6 1.3 1e5 1.?

ILIuet aid Flab t.o 1.0s 1' 1.0 1.1 6.5 0.4 0.5 0.o 0.5 0.s

Sbtote Id l3ilse 8.1 3.7 1.8 1.0 e.1 1.0 3.8 1.8 1.0 1.0 1.9

Fdotieu NW bs 0.0 7.0 11.6 16.0 5.4 m.g 4,3 01. *0 s5. 0.6 46.0

-kufg.t.rod Vae. 33.3 14.6 g3e8 10.0 15.5 14.0 18.09 101 13.0 g13.
of ublChb

Food 0.as a' 7ye 0.e 5.4 8.8 3.3 3.7 3.7 8.7 a.'
eatotee 3.A 3as 3e1 1.e 1.4 0.3 0.* 0.0 0.7 0.9 0.7Cko.t.1o 8.1 8o.0 3.9 2.3 a.3 1.7 .s6 1.7 .3 g.5 3.8

Sh101091 .0 sa 4.3 5.3 0. 4S. 9.4 8.1 3. 3.1 0. 7.4
beet 0.7 0.7 1.e 1.8 Do 0 *0 0OA 3.4 1 1.8 0.0
other s.e 0.1 .1 s.e s. 5.0 0.3 4.3 7.1 s.5 0.7

b..qleectfled beds 0.0 0.0 0.0 0.0 0e0 0.0 0A 0.0 (.0 0.0 0.0

Tlt lhbmee Ha .xpor 46.1 47.1 4.8 3. 30.4 W.3 6MID 018 62.t1 90l 76A

m fosr b . es 45.7 43.7 a.' 81.7 9t.3 10.0 17.3 10.9 139

bnic Tede 30.0 3l.3 "l. 310 10.7 10.1 16.8 4J7 4*1 4.4 4.0Toism 13.0 10.o 1.1 10.4 * 9*7 7.3 sel 5.4 go0 Se5 7.8
*incotI Juiscths 0¢0 4.7 4. 4eQ 4.3 a.s .s8 8.3 al. 83 4*7
ONher 7.6 S.3 7. 7.3 0.3 0. 5.5 0.4 4.0 5.1 a's

stel Eportlo 1006 190.0 193.0 163.0 13.0 111101.0 1l0.0 103.0 1.0 10D.0 1U0

o For th o period _hdr_-.hmr.

bwoe 1o ot blge,§ lumded.e de Lcerl Exerior
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TABLE 9.9.3 S(POATO OF 80038 AM S CER BY SECTOR OF ORIGIN 190-16
(D1llIons of 1970 Max 01

1980 1081 1989 1983 1984 les

Total Exports 78.7 61. 920. 103.e 114.1 38.7

gods Elxports 383 3sees 48*4 57a. se se.s

Ariorultureq Forestry

Fishing a.2 3.0 3.4 3.1 4.4 4.3

ieing 61R 3s8 9e8 9el s.t 3el
of wh1iha0lt 10.2 13.4 17.9 18.1 17.1 10.0

Nufn? turn 19.0 1s.' 38.8 34.6 38.5 34.1

No ueetePy st6er
ad lbLd 0.9 1e1 1. 0 1*0 1.e 1.6

Assmbt Indutry 5.0 lie 54 son 8.7 7.1

brviss 34e8 36.1 40,8 44.3 49. 49.6

N,-Oi t ftorut 68.6 ol69 74*. se.1 98. 8.
bow-Mi brfPObl1e Exports 20*0 5,4 I7.8 348 41.8 4.,0

S E Ntil0n1 Intitute of Statistios, OIbophy Nd Iou'stion, HSSi@o@
System of NationaL Amount@, sveraL iossues,



RXD TABLE I - MEXICO PAGE 98
SERVICE PAYMENTS, COMMITMENTS* DISBURSEMENTS AND OUTSTANDING AMOUNTS OF EXTERNAL P DEBT 10/23/86

PROUJECTIONS BASED ON ODEBT OUTSTANDING INCLUDING UNDISBURSED AS OF DEC 31, 1988 23s04:37
INCLUDES ONLY DEBT CORITTED 000000 - 198512

DEBT REPAYABLE IN FOREIGN CURRENCY AND GOODS
(IN THOUSANDS OF U.S. DOLLARS)

* * TABLE TOTAL * o *
DATE : DEST OUTSTANDING AT T R A N S A C T I O N S D U R I N G PER I D OTHER CHANGES

: END OF PERIOD

DISBURSED: INCLUDtNG COMAIT- :DIS8URSE- : S E R V t C E P A Y M4 E N T S CANCEL- :ADtJUST-
: ONLY UNDISBURSED :iENTS :ENTS :------------: -- :----------- LATtONS * :ENT **

PRINCIPAL : INTEREST : TOTAL
: (1) : (2) (3) (4) : (a) : (6) : (7) : (8) (9)

197512 11.413,738 13.668.941 4.364.393 4.077.026 754,988 829.177 1.584.165 180.440 -

197612 1S.8C5.598 18.129.316 5.700.271 5.501.990 1,146,444 1.062.941 2.229.385 58.686 -34,766
197712 20.704.414 25.068.620 8.970,822 6.769.557 2.241.027 1.313,566 3.554,593 250.212 459.721
197812 25.532.558 30.896.425 9.456.896 8.530.951 4.405,023 1.897.926 6,302,949 128.690 904.622
197912 29.067,790 35,856.916 12.443.t66 10.608.229 7.138.585 2.893.883 t0.032,468 268.562 -7S.528
198012 33.987.282 38.744.857 7,480.592 9.149.539 4.0t0.tO9 3.890.441 7.900,550 200.950 -381.592
198112 43.125,472 47,914,778 11,847.992 13.335,309 3.717.822 4.833.004 8.550.826 t64.739 1.204.490
198212 51.64i,769 57.293.316 t3.051,.279 tt.894.390 3.281.845 6.189.153 9,470.998 213.593 -177.303
198312 SS.758.682 72.584.591 7,443.747 7.212.839 4.847.923 6.607.705 t1.455.628 44.015 12.739.466
198412 70.070.877 76.291.955 6,090.617 5,101.908 3.944,335 7.398.257 t1.342.592 411.402 t.972.484
198512 72.509,918 78.019.063 2,308.701 4.423.415 3.475.115 7.501,575 10.976.690 234.746 3.128.268

* * * * * * THE FOLLOWING FIGURES ARE PROUECTED * * *

198612 70,954.363 73,940.144 - 2.523.368 4,078.435 7.078.890 11.157.325 - -484
198712 66.390.690 68.111.860 - 1.264.611 5.828.279 6.792.329 12,620.608 - -5
198812 63.439.984 64,487.369 - 673.788 3.824.S00 5.818,872 9.443,372 - 9 §
196912 58.682.061 59.308,203 - 421,252 5.179,166 S.017.873 10.197.039 - -
199012 53.427,672 53,789.927 - 263.900 5,518.287 3.937.787 9.456074 - 11
199112 47.273.362 47.473.451 - 162.163 6.316.482 3.199.658 9.516.140 - 6
199212 40.865.830 40.966.550 - 99.372 6.506.907 3.274.41S 9.781.323 - 6

199312 34.383.028 34.418.321 - 65.420 6.548.217 2.664.618 9.212,835 - -12
199412 26.642.970 2f,643.002 - 35.260 7.775.320 2.045,898 9.821.218 - t
199512 20,343,312 20.343.344 - - 6.299.653 1.6t9,539 7.919,192 - -5
199612 13.958.499 13.958.530 - - 6.384.814 1.676,876 8.061.690 - -

199712 7.276.938 7.276,964 - - 6.681.561 i.083.,47 7.765.108 - -5
199812 1.074,304 1.074.326 - - 6.202.636 453.334 6.65S.970 - -2
199912 770.890 770,909 - - 303,406 93.414 396.820 - -11
200012 564.32i 564.339 - - 206.569 68.930 278,49" - -1

* PROJECTED AMOUNTS IN THIS COLUWN ARE AMOUNTS EXCLUDED FROM PROJECTIONS BECAUSE OF tNOWOON TERMS.

*T tHIS COLUMN SHOWS THE AMOUNT OF ARITHMETIC IMBALANCE IN THE AMOUNT OUTSTANDING INCLUDING UNDISRURSED FROM ONE
PERIOD TO THE NEXT. THE MOST COMMO CAUSES OF IMBALANCES ARE CHANGES IN EXCHANGE RATES AND TRANSFERS OF DEBTS
FROM ONE CATEGORY TO ANOTHER IN THE TABLE.



RXO TABLE 9 - MEXtCO PAGE 23
SERVICE PAYMENTS. CO ITENTS. DISBURSEMENTS AND OUTSTANDING AMOUNTS OF EXTERNAL P DEBT to/2a/SO

PROJECTIONS BASED ON DEBT OUTSTANDING INCLUOIN tNWISBURSED AS OF DEC 31, t985 2S:04:37
INCLUDES ONLY DEST COMMITTEO 000000 - 198512

DEBT REPAYABLE IN FOREIGN CURRENCY AND GOODS
(IN THOUSANDS OF U.S. DOLLARS)

CREDITOR TYPE : SUPPLIERS CREDITS.
* * * TOTAL e * *

DATE OEBT OUTSTANDING AT : T R A N S A C T I O N S D U R I G P E R IO : OTHER CHANGES
END OF PERIOD : 

: OISBURSED : INCLUDING COMIT- : DISBURSE- : S E R V I C E P A Y M E N T S CANCEL- : ADJUST-
: ONLY : UNDISBURSED : RENTS : TS :-- ---------------- : LATIONS * :ENT *e

PRINCIPAL INTEREST : TOTAL
: (1) (2) (3) (4) (5) : (6) (7) (6) (9)

197512 513.528 394.464 176.730 1fO.347 196.549 34,552 201.101 9.S4 W
197612 480,982 543.284 94.994 114.353 150.715 34.423 1l5.136 1.459 6.000
197712 467,428 516.757 101.553 116,800 14S.201 35.710 161.911 52 18.173
197812 378.721 464.348 107.397 70.296 146.343 34.237 180.580 3.957 -9.506
197912 316.56e 338,197 7.916 55.926 .1S6.271 33.246 149.517 16.421 -1.374
196012 296.727 266.265 33,688 35.421 87.742 2S.059 112.801 9.218 -8.640
19S112 230.295 304,477 108,352 41.619 6 0,205 19,702 79,907 2.85t -7,104
198212 161,836 347,516 136.196 43.60 88,211 14.857 103.066 1 -4.889
196312 362e968 606.357 363,690 296.041 125.420 15.621 141.041 8I 22,452
198412 204.720 411,403 164.175 63,659 239.622 22,932 262,SS4 11s.631 -5.876
196S12 26.6846 405.970 40.18 59.662 51.983 t7.611 69,594 913 7.275

* * * * THE FOLLOWING FIGURES ARE PROJECTEO e a a

196612 173. 146 255.977 - 10.294 t49.996 22.096 172.092 - 3
198712 i27.250 133.441 - 76.639 122.537 1s.581 138.118 - 1
198812 66.15S 89.346 2.999 44.095 10.298 54.393 -
196912 70.941 72.112 - 2.020 17.235 7,3S2 24,587 - t
199012 57.109 57.11O - 1.17.1 15.004 6.043 21.047 - 2
199t12 43.385 43,386 - - 13.726 4.812 18,538 - 2
199212 30.887 30.886 2 - 12,499 3.657 1e6 1s5 - I
199312 20,042 20.042 - - 10,845 2.643 13.488 - -1
199412 11.563 11.583 - - 8,4S0 1.765 10.225 - I
199512 7.860 7.580 - - 4.003 1.112 8.11S -
199612 4.S27 4.527 - - 3.054 731 3.765 - 1
199712 1.469 1.469 - - 3.058 404 3,462 -

199862 - - - - 1.469 79 1.546 -
199912 - - - - - _ _ _
200012 - _ _ _ _

* PROJECTED AMOUNTS IN THIS COLUtW ARE AMOUNTS EXCLUDED FROM PROJECTIONS BECAUSE OF UNKNOWN TERMS.

0* THIS COLUtN SHOWS THE AMOUNT OF ARITHIETIC INMALANCE IN THE AMWUNT OUTSTANDING INCLUWING UNDISBURSED FROM ONE
PERIOD TO THE NEXT. THE MOST CUOMMN CAUSES OF IMEALANCES ARE CHANGES IN EXCHANGE RATES AND TRANSFERS OF DEBTS
FROM ONE CATEGORY TO ANOTHER IN THE TABLE.



RWD TABLE - MEXICO PAGE 74
SERVICE PAYMENTS. COMMITMENTS. DISBURSEMENTS AND OUTSTANDING AMOUNTS OF EXTERNAL P DEBT 10/23/86

PROJECTIONS BASED ON DEBT OUTSTANDING INCLUDING UNMISBUPSED AS OF DEC 31. 1985 23:04:37
INCLUDES ONLY DEBT COWITTED 000000 - 198512

DEBT REPAYABLE IN FOREIGN CURRENCy AND GOODS
(IN THOUSANDS OF U.S. DOLLARS)

CREDITOR TYPE : BONDS
* * * TOTAL * * *

DATE t DEBT OUTSTANDING AT T R A N S A C T I O N S D U R I N G P E R IOD : OTHER CHANGES
END OF PERIOD

DISBURSED : INCLUDING : COMMIT- :DISBURSE- : S E R V I C E P A Y E N T S : CANCEL- : ADJUST-
ONLY : UNDISBURSED : MENTS MENTS - ------------ : - ----------- : LATIONS : NTE

PRINCIPAL : INTEREST : TOTAL
: () : (2) : (3) : (4) : (S) : (6) : (7) : {) : (9)

197S12 687.977 687,977 139.383 179.883 37.9S8 46.410 84.368 - -

197812 t.Ot4.709 1.014.709 339,062 339.062 38.733 63.820 102.553 - 26.403
197712 2.260.534 2.403.314 1,262.S41 1.124,3i5 45.998 93,716 139.714 - 172.062
197912 3.152.946 3,152.946 530.601 687.202 64.984 196.038 261.022 - 284.0t5
19'912 3.15t.251 3.151.251 241.805 241.805 259.S36 257.499 517.085 - 16.086
198012 3.128.479 3.128,479 235.547 235.547 123.295 253.479 376.774 - -135.024
198112 4.335.200 4.485.200 1.677.762 1.527.762 55S.566 266.222 421.738 - -165.47S
198212 5.186.779 5.251.054 1,542,685 1.579.545 589.164 493,387 1.082.56 50.000 -137,667
198312 4,588.812 4.623.863 - 29.484 466.815 527.492 994.307 - -160.376
198412 3.963.463 3.990.822 13.000 19,067 473,186 524.597 997.783 - -172.855
198512 3.657,956 3,689,554 - 79 522.40 466,666 939.506 - 221.S72

a * * * * sTHE FOLLOWING FIGURES ARE PROJECTED * a *
V.I

1986t2 3.553.821 3.553,821 - 31.598 135,249 392.523 527.772 - -484
193712 2.417.946 2.417.946 - - 1.135.877 364.756 1.500.633 - 2
198812 1.697.399 1.697.399 - - 720.548 255.008 975.556 - I
198912 1,401,074 1.401.074 - - 296.326 196.980 493.306 - i
199012 1.087.246 1.087.246 - - 313.828 167.865 481.693 - -

i99112 726,324 726.324 - - 360.923 131,508 492,431 - t
199212 411,942 4it,942 - _ 314.383 88.679 403.062 - 1
199312 352.580 352.580 - - 59.362 62,524 121.886 - -

199412 348.098 348.098 - - 4.482 59.451 63.933 - -

199512 334,58B 334,5S8 - - 13.5tO 58549 72.059 - -

199612 32t.076 321.076 - - 13,512 56,462 69.974 - -

199712 144.450 t44.450 S - 176,626 54.864 231.490 - -

199812 144.450 144.450 - - - 22.390 22.390 - -

199912 144.450 144.450 - - - 22.390 22.390 - -

200012 144,450 144.450 - - - 22.390 22,390 - -

* PROJECTED AMOUNTS IN THIS COLUMN ARE AMOUNTS EXCLUDED FROM PROJECTIONS BECAUSE OF UNKNOdN TERMS.

e* THIS COLUMN SHOWS THE AMOUNT OF ARITHMETIC IMBALANCE IN THE AMOUNT OUTSTANDING INCLUDING UNDISSURSEO FROM ONE
PERIOD TO THE NEXT. THE MOST COMOMN CAUSES OF IMBALANCES ARE CHANGES IN EXCHANGE RATES AND TRANSFERS OF DEBTS
FROM ONE CATEGORY TO ANOTHER IN THE TABLE.



RXO TABLE t - MEXICO PAGE 60
SERVICE PAYMENTS. COMMITMENTS, DISBURSEMENTS AND OUTSTANDING AMOUNTS OF EXTERNAL P DEBT 10/23/B6

PROJECTIONS BASED ON DEBT OUTSTANDING INCLUDING UNDISBtUSED AS OF OEC 31 1985 23:04:37
INCLUDES ONLY DEBT COMMITTED 000000 - 198512

DEBT REPAYABLE IN FOREIGN CUiRENCY AND GOODS
(IN THOUSANDS OF U.S. DOLLARS)

CREDITOR TYPE FINANCIAL INSTITUTIONS
* * * TOTAL * * *

DATE : OEBT OUTSTANDING AT : T R A N S A C T I O N S D U R I N G P E R I a : OTHER CHANGES
END OF PERIOD

DISBURSED . INCLUDING : COMMIT- : DISBURSE- : S E R V I C E P A Y N E N T S : CANCEL- : ADJUST-
ONLY : UNISBURSED : MENTS : MENTS :---------------------- -----------: LATIONS * : KENT **

PRINCIPAL INTEREST : TOTAL
: (t} : ~(2) : (3) : (4) : (5 : 6 : (? : 8 : (9

197512 7.935.235 8.906.773 3.373.422 3.253,623 43i.804 613.084 t.044.888 73.73S -
197612 1t.722.825 i2.392.544 4.447.375 4.627.t61 828.782 816.163 1.644.945 42.774 -90.048
197712 15.006.725 17.717.759 7.123.702 5,070,381 1.892.599 977.328 2.869.927 47.610 141.722
197812 18.635.937 2t.867.598 7.839.31g 7,315.124 3.996.297 1.405.288 5.401,585 122.503 429.320
197912 21.9"2.727 26.565.083 11.1S7.278 9.587.944 6,323.964 2.326,167 8.650.131 1S8,965 23.136
198012 26.147.859 27.920.077 5.t71,262 7.799,329 3.516.697 3,299.675 6.816.372 112.736 -186,835
1981t2 33.224.973 34.t22.632 8.038.432 O.517.98S 3.t58.473 4.186.968 7.345.441 t13.230 i,435.826
198212 39.393.265 40.293.793 8.439.334 8.263,7-4 2.181.950 5.252.917 7.434.367 84.010 -2.2t3
198312 55.129.219 56.083,887 5.774,513 5.655 '142 2.775.354 5.48i,344 8.256,698 34.034 12.824.969
198412 58.517.666 60.595.024 4.667.483 3,466,994 2.503.894 6.314.785 8.818.679 2.298 2.349,846
198512 60.224.601 61.902,114 1,000.627 2.832.804 2.053.933 6.451,021 8.504,954 79.356 2,439.752

* * e * * * THE FOLLOWING FIGURES ARE PROJECTED * * *

198612 58.757.302 59.359.7i2 - 1.075t101 2.542.404 5,893.725 8.436.129 - 2
198712 55.657.311 55.914.100 - 345.622 3.445.610 5.659.903 9.105.513 - -2
198812 54.030.068 54.158.457 - 128.401 1.755.643 4.841,686 6,597.329 - -
198912 50.292.517 50.355.267 - 65,642 3.803.182 4.160.2S2 7.963.434 - -8
199012 46,186,748 46.200.11S - 49,38S 4.,S5154 3,177,146 7.332.300 - 2
199t12 41.178.638 4t,178.639 - 13.365 5.021.481 2.S50.460 7.S71.94i - 5
1992t2 35.901.456 35.901.457 - - 5.277.181 2.737.496 8.014.677 - -t
199312 30,231.771 30.231.771 - - 5.669,685 2.224.S42 7.894.227 - -t
199412 23.239.208 23.239.208 - - 6.992.564 1.674.887 8.667.451 - I
199512 17.656.634 i7.656.634 - - 5.582.570 1.314.450 6.897,020 - 4-
199612 11.866.477 11.866.477 - - 5.790,157 1.432.361 7.222.518 - -

199712 5.838.540 5.838.540 - - 6.027.938 888.232 6,916.170 - 1
199812 20.220 20.220 - - S.818.320 329.802 6.t48.122 - -
199912 15.853 15.853 - - 4,362 1.044 5,406 - -5
200012 11,491 i1,491 - - 4.362 776 5.138 - -

* PROJECTED AMOUNTS IN THIS COLUMN ARE AMOUNTS EXCLUDED FROM PROJECTIONS BECAUSE OF UNKNOWM TERMS.

*. THIS COLUMN SHOWS THE AMOUNT OF ARITHMETIC IMBALANCE IN THE AMOUNT OUTSTANDING INCLUDING UNDISBURSED FRCM ONE
PERIOD TO THE NEXT. THE MOST COMMON CAUSES OF ISSALANCES ARE CHANGES IN EXCHANGE RATES AND TRANSFERS OF DEBTS
FROM ONE CATEGORY TO ANOTHER IN THE TABLE.



RXD TABLE M - MEXICO 
PAGE 97SERVICE PAYMENTS, COMMITMENTS, DISBURSE MWS AND OUTSTANDING AMOUNTS OF EXTERNAL P DEBT i0/23/86PROJECTIONS BASED ON DEBT OUTSTANDING INCLUDING UN*ISBURSED AS OF DEC 31. 1985 23:04:37INCLUDES ONLY DEBT COMMITTED 000000 - 198512

DEST REPAYABLE IN FOREIGN CURRENCY AND GOODS
(IN THOUSANDS OF U.S. DOLLARS)CREDITOR TYPE BILATERAL LOANS

* * * TOTAL * * *
DATE : DET OUTSTANDING AT : T R A N S A C T I O N S D U R I N G P E R IOD : OTHER CHANGESEND OF PERIOD

DISBURSED : INCLUDING : COMMIT- :DISBURSE- : S E R V I C E P A Y M E N T S : CANCEL- : ADJUST-ONLY : UNDISBURSEO : NENTS NTS :-----------:-----------:-----------: LATIONS * : WENT **
PRINCIPAL: INTEREST : TOTAL: () : (2) : (3) : (4) (5) : (6) : (7) (a) : (9)

197512 662.020 903,695 242.599 206,167 57,820 29.072 86.892 97.157 -197612 771.007 1.081.155 237,668 164.018 60.592 40.438 101.030 10.723 1t.110197712 883.447 1.286.359 199.037 148.561 76.710 53.169 129.879 4.469 87.343t97612 1.006,098 1.650,41O 332,881 156.399 98.870 66.223 165.093 2.230 132.27019t12 888.776 f.37'.305 234,655 225,964 316.356 66.626 362.982 93.176 -97.228198012 1.265.043 2.200.264 1.057.118 437.286 141.024 75.857 216.881 72.945 -21.190198it2 1.675.310 2.692.566 7tO1941 577.699 177.745 103.915 281.660 18.485 -22.409198212 2.118.905 3,738.462 1.329.997 677.866 221.529 145.933 367.462 67.361 4.789198312 2.474.596 3.864,228 336.831 570.684 299.737 178.506 478.243 6.881 95.553198412 2.555 172 3,670.470 348,932 523,391 389.06 t97.707 S86,772 48.048 -iO5.577198512 2.655.563 3.670.241 131.204 336.220 358.380 178.351 536.731 14.717 241.664
e * *0. THE FOLLOWING FIGURES ARE PROJECTED * *

198662 2.472.004 2,904.656 - 582.031 765.580 233.374 998.954 - -5 -a198712 2.211.058 2.349.328 - 294.382 555.322 205.035 760.357 - -6198612 1.861.973 1,888.618 - 111,628 460.716 174.418 635.136 - 8198912 1.515.755 1.521.223 - 21.183 367.401 142.059 S09.460 - 6199o12 1.1o5.001 1.185.027 - 5.451 336.202 114.832 451.034 - 6199112 966.201 956.226 - - 228.800 86.743 315.543 -1199212 732.525 732.548 - - 223.678 68.719 292.37 - -199312 585.325 585.342 - - 147.195 50.970 198. 65 - -1199412 469.259 469.275 - - 1e1.066 39.504 155.570 - -119952 383.349 3St.365 - - B7.909 31.1159 19.068 - -119s612 s23.506 323.521 - - 57.844 24,994 82,638 - -199712 274,857 274.872 - - 48.647 21 .049 9.696 - -2199812 231.702 231,717 - - 43,1S7 17.714 60.671 - 2199912 190.544 so9.559 - - 41.155 14.829 55.984 - -320OO02 152,432 152.447 - - 36.112 12.090- se.202 - -

* PROJECTED AMOUNTS IN THIS COLWUN ARE AMOUNTS EXCLUDED FROM PROWECTIONS BECAUSE OF UICOWN TERMS.
** THIS COLUS SHOWS THE ASDUNT OF ARITHMETIC IMBALANCE IN THE AMOUNT OUTSTANDING INCLWDING UNDISBURSEO FROM ONEPERIOD TO THE NEXT. THE MOST COMMON CAUSES OF INGALANCES ARE CHANGES IN EXCHANGE RATES AND TRANSFERS OF DEBTSFROM ONE CATEGORY TO ANOTHER IN THE TABLE.



RXD TABLE 1 - MEXICO PAGE 80
S&RVICE PAYMENTS, COISITMENTS. DISBURSEMENTS AND OUTSTANDING AMOUNTS OF EXTERNAL P DEST 10/23/86

PROJECTIONS BASED ON DEBT OUTSTANDING INCLUDING UNOISBURSED AS OF DEC 31, 1985 23:04:37
INCLUDES ONLY DEBT COWMITTED 000000 - 1i9512

DEBT REPAYABLE IN FOREIGN CURRENCY AND GOODS
(1N THOUSANDS OF U.S. DOLLARS)

CREDITOR TYPE :ILTILATERAL LOANS
e * * tOtAL *0* 

DATE : DEST OUTSTANDING AT : T R A N S A C T I O N S D U R I N G P E R I Q : OTHER CHANSES

END OF PERIOD

DISBURSED: INCLUDING : COMMIT- sDISBURSE- : S E R V I C E P A Y E N T S : CANCEL- : AODJUST-
ONLY : UNDISBURSED : MENTS : NEWTS :----------:-----------:----------- LATIONS * : KENT **

: PRINCIPAL : INTEREST : TOTAL
(1) (2) (3) (4) (5) : (6) (7) : (8) : (9)

157612 1,614.976 2.576.032 431.759 177,06 58.770 10t5991 164.761 -

197612 1.816.075 3.097.621 S81.172 257.396 67.622 128.097 195.719 3.730 11.769

137712 2.0866280 3.144.431 283,889 309.500 79,519 153.643 23,3162 198.081 40.421

197812 2.356.056 3.761.123 646,698 301.930 98W,29 in. '10 294.669 - s8.s23

197912 2.71t.471 4.424.060 801.513 496.590 121.408 210.345 332.753 - -16.148

138012 2.189.174 5.229.752 982.977 64t,956 141.351 2a3,371 377.722 6.091 -29.903

1`8112 3.659.694 6.309,903 1.312.505 670.244 165.833 256.197 422,030 30;173 -36,346

138212 4,760.984 7.662.491 1.603.067 1.329,397 200.991 262.059 483.050 12,161 -37.327

1s8312 4.203.088 7.404.256 966.513 660.888 1.180.897 404.742 1.585,339 3.019 -43.132

198412 4.629.856 7.s72.638 84s.42s t.006.797 336.68 s 38. 236 676.804 245.425 -93.054

18ts52 S.754.262 8.3o0.494 1.136.682 1.142,320 437.071 386.491 823.562 139.760 218,005

* * * * e * THE FOLLOWING FIGURES ARE PROJECTED.e *

19t662 5.998.090 7.865.978 - 728.344 484.516 537.133 1.021.649 - -
138712 5.977.125 7.297.045 - 547.96, 568.933 S47.054 1.411.987 -
198812 5.764.3e9 6.653.549 - 430.760- 643.49e 537.462 1.1S0.958 -

198912 s.401.774 5.s98.527 - 332.407 695.022 911.230 1.206.252 -

199012 4,911.s68 5.260.429 - 207.893 698.099 471.901 1.170.000 - I
199112 4.368.814 4.568.876 - 146.798 691.552 42Bt135 1.117.687 -1

199212 3.789.020 3.889.715 99.372 679.t66 375.665 1.055.031 - S

199312 3.193.310 3.228s56 - 65.420 6"1.130 323.939 985.069 -
199412 2.574.622 2.574,838 - 35.260 6S3.748 270.291 924.039 -

199512 t.963,161 1,963.177 - - 6s1.61 214.269 52S.930 -

199612 1.442.914 1.442,29 - - 520.247 162.328 682.s7S - -1

199712 1.017.622 1.o07.633 - - 425.292 118.998 544.290 - -4

199812 677.932 677.939 - - 3a9.690 63.349 423.039 - -4

199912 420.043 420.047 - - 257,689 55. 11 313.040 - -3

200012 255.948 251.951 - - 164.095 33.674 197.769 - -1

e PROUECTED AMOUNTS IN THIS COLUMN ARE AMOUNTS EXCLUDED FRO PROJECTIONS BECAUSE OF UNKNOWN TERMS.

** THIS COLUW4 SHDWS THE AMOUNT OF ARITHMETIC IMBALANCE IN THE AMOUNT OUTSTANDING INCLUDING UNDISBURSED FROM ONE

PERIOD TO THE NEXT. THE MOST CO#MON CAUSES OF IMBALANCES ARE CHANGES tN EXCHANGE RATES AND TRANSFERS OF DEBTS

FROM ONE CATEGORY TO ANOTHR IN THE TABLE.



RXD TABLE I - MEXICO PAGE 78
SERVICE PAYMENTS, COIITNENTS. DISBURSEMENTS AND OUTSTANDtIG AMOUNTS OF EXTERNAL P DEST 10/23/86

PROJECTIONS BASED ON DEBT OUTSTAMDING INCLUDING UNDISSURSED AS OF DEC 31, 1985 23:04:37
INCLUDIS ONLY DEBT COMMITTED 000000 - 198512

DEBT REPAYABLE IN FOREIGN CURRENCY AMD GOOS
(IN THOUSAIOS OF U.S. DOLLARS)

CREDITOR TYPE : MULTILATERAL LOANS
CREDITOR COUNTRY : IBRD

DATE : DEBT OTSTANDING AT T R A N S A C T I O N S D UR IaN a P E R I O : OTHER CHANGES
: END OF PERIOD

DISURSED : IWLUOING : COMMIT- : DISBURSE- : S E R V I C E P AY E N T S : CACEL- : ADJUST-
ONLY : UNDISBURSED : MENTS : MENtS :-----------:-----------:-----------: LATIONS * : KENT **

:I: : : : PRItCIPAL : INTEREST : TOTAL
: (1) : 2) : (3) : (4) : (5) : (6) : (7) (aI) : (9)

197S12 1.123.097 1.843.536 310.000 188.447 38.509 77.703 116.212 - -

t97612 1. 2220 SW 2.211.129 410.000 141,815 42.40S 89.420 131.828 - 1
197712 1.374.150 2.W27.686 162.000 201.855 50.410 101.877 152.057 195.263 -

197812 1.480.858 2.561.553 494.500 167.312 60.633 123.086 163.719 - -

197912 1.730.564 3.012.S76 527.000 325.682 75.977 144.4S3 220.430 - -

19802 2.063.290 3.S48.477 625.000 421.823 89.099 t65.908 255.007 - -

198t12 2.416.86 4.439.259 1.021.u00 460.006 106.428 176.733 282.161 23,789 -t
198212 2.691.919 4.837.372 S39.900 407.809 132.762 194.744 '327.S0O 9,028 3
198312 2.869.771 5.392.093 740.300 360.414- 102.556 116.707 292.263 3.0t9 -4
198412 3.288.671 5.473,759 576,300 982.506 263.611 232.736 496.347 231.025 2
968512 3.771.619 6.004.537 928.000 840.414 357.46t 261.915 619,376 29.760 -t

e e *0* . o THE FOLLOWINS PIAlES ARE PROJECTED **4

198612 4.008.349 5.629.534 - 611.?33 375.003 364.280 739.263 - -

198712 4.034.282 S.199.030 - 496.437 430.504 374.781 805.285 - -

198812 3.908.876 4.703.279 - 370.34S 495.751 370.214 865.96S
198912 3,659.166 4.163.946 - 289.643 539.333 351.527 80.860
199012 3.316.290 3.637.065 - 183.965 526.861 322.575 849.4326
199112 2.932.510 3.117.292 - 136.013 519.793 259.690 508,483 -

199212 2.S12.706 2.606.714 - 90.779 510.583 252.876 763.459 - 5
199312 2.076.981 2.110.344 - W. 496.371 214.467 710.838 I 1
199412 1.61.91s t.1.6.929 - - 33.360 493.415 174.428 667.843 - -

199512 1.149,591 1.149.604 - - 467.328 131.832 599.15 *
199612 757.998 756.010 - -391.S93 91.795 483.388 -1
199712 4St.100 457.108 - 300.898 59.39 30.537 -- 4
t19812 227.763 227.767 - - 229.337 34.739 284.076 - -4
199912 69.880 69.881 - - * 157.8#3 15.13 173.796 - -3
200012 - - - - .9.880 3.15e 7.038 - -1

* PROJECTED AMOUNTS IN THIS COLUMN ARE AMOUNTS EXCLUDED FROM PROJECTIONS BECAUSE OF UNXNVN TERMS.

*. THIS COLUMN SHOVS THE AMOUNT OF ARITHWETIC IMBALANCE IN THE AMDUNT OUTSTANDING INCLUDING UNDIS8URSED FROM ONE
PERIOD TO THE NEXT. THE MOST COMMON CAUSES OF IMBALANCES ARE CHANGES IN EXCHANGE RATES AND TRANSFERS OF DEBTS
FROM ONE CATEGORY TO ANOTHER IN THE TABLE.



RXD TABLE I - MEXICO PAGE 77
SERVICE PAYMENTS, COMMITMENTS. DISBURSEMENTS AND OUTSTANDING AMOUNTS OF EXTERNAL P DEBT 10/23/86

PROJECTIONS BASED ON DEBT OUTSTANDING INCLUDING UNDISSURSED AS OF DMC 31, 1985 23:04:37
INCLUDES ONLY DEBT CO IITTEO 000000 - 198512

DEBt REPAYABLE IN FOREIGN CURRENCY AND GOODS
(IN THOUSANDS OF U.S. DOLLARS)

CREDITOR TYPE : MULTILATERAL LOANS
CREDITOR COUNTRY : 8IS

DATE : DEST OUTSTANDING AT : T R A N S A C T I O N S D U R I NG P E R IO D : OTHER CHANGES
END OF PERIOD

DISBURSED : INCLUDING : COMMIT- : DISBURSE- S E R V I C E P A Y E N T S : CANCEL- : ADJUST-
ONLY : UNDISSURSED : XENTS : NENTS :-----------:--------- ---------- : LATIONS e : 4ENT *'

PRINCIPAL : INTEREST TOTAL
: (1) : (2) (3) (4) .: (S) (6) : (7) : (8) : (9)

197512 - - - -
197612 - -
197712 - - - - - - _ _ _
1978t2 _ 

157912 - - - _ _ _ _ _ _
198012 - _ _ _ 

198112 - _ _ _ 

198212 735,000 925,000 925,000 735.000 0 0 -
198312 - - - 190,000 925,000 84.589 1.009.S89 - -198412 - _- -
198512 - - - - - - -

* .* * * e* THE FOLLOWING FIGURES ARE PROJECTED * * *

198612 - _ _ _ g198712 - - - - - - - - -198812 - - - - - -
198912 -
199012 -
199112 -
199212 -
199312 -
199412 -
199512 -
199612 -
199712
199812
199912
200012

* PROVECTED AMOUNTS IN THIS COLUMN ARE AMOUNTS EXCLUDED FROM PROJECTIONS BECAUSE OF UNXNOWN TERMS.

THIS COLUMN SHOWS THE AMOUNT OF ARITHMETIC IMBALANCE IN THE AMOUNT OUTSTANDING INCLUDING UNDIS8URSED FROM ONE
PERIOD TO THE NEXT. THE MOST COMMON CAUSES OF IMBALANCES ARE CHANGES IN EXCHANGE RATES AND TRANSFERS OF DEBTS
FROM ONE CATEGORY TO ANOTHER IN THE TABLE.



RXD TABLE I - IEXICO PAGE 79
SERVICE PAYMENTS, COMMITMENTS. DISBURSEMENTS AND OUTSTANDING AMOUNTS OF EXTERNAL P DEBT 10/23/86

PROJECTIONS BASED ON DERT OUTSTANDING INCLWING UNDISBURSED AS OF DEC 31. 1985 23:04:37
INCLUDES ONLY DEBT COMMITTED 000000 - 198512

DEBT REPAYABLE IN FOREIGN CURRENCY AND 0OODS
(IN THOUSANDS OF U.S. DOLLARS)

CREDITOR TYPE : MULTILATERAL LOANS
CREDITOR COUNTRY : 1DB

DATE : DEBT OUTSTANDING AT : T R A N S A C T I O N S D U R I N G P E R I O : OTHER CHANGES
: END OF PERIOD

DISBURSED: INCLUDING : COMMIT-: DISBURSE-: S E R V I C E P AYEN T S : CANCEL- : ADJUST-
ONLY : UNDISBURSED : MENTS : MIENTS :----------- ----------- ------- : LATIONS * : MENT e

* : : : : PRINCIPAL: INTEREST TOTAL
: (1) : (2) : (3) : (4) : (S) : (6) : (7) : (8) : (9)

19752 491.881 732.496 121,759 68.559 20.261 28.288 48.549 - -
197612 593.570 886.492 171.172 115.581 25.214 38.677 63.891 3.730 11.768
197712 712.1OO 1.016.745 121.989 107.645 29.339 St.766 81.105 2.818 40.421
197612 875.998 1.199.570 152.198 134.618 37.896 73.054 110.910 - 68.523
197912 987.907 1.411.504 274.513 170.908 46.431 65.892 112.323 - -16,148
198012 1,125.884 1,681.275 357.977 220.133 92.252 70.463 122.715 6.051 -29.903
198112 1.242.828 1.870.644 291.505 210.238 59.405 79.464 138,869 6.384 -36.347
198212 1.334.065 1.900.119 138.167 186.S88 68.229 87.315 155.544 3.133 -37.330
198312 1.333.317 2.012.163 228,213 t1O.474 73.041 103.446 176.487 - -43.t28
t98412 1.541.t8S 2.098.879 269.129 326.291 74.957 1O5.5OO t80.457 14.400 -93.056
198512 1.982.643 2.345.957 208.682 301.906 79.610 124.576 204.186 100.000 218.006

00* *00 * eTHE FOLLOWING FIGURES ARE PROJECTED *4 

198612 1.989.741 2.236,444 - 1tB.611 109.513 172.853 282.36 - -
198712 1.942.843 2.098.015 - 91.531 138.429 172.273 310.702 - -
198812 1.855.513 1.950.270 - 60.415 147.745 167.248 314.993 - -

198912 i.742.588 1.794.581 - 42.764 155.689 159.703 315.392 - -

199012 1.595,278 1.623.344 - 23,928 171.238 149.326 320.564 - 1
199112 1.436,304 1.451.584 - 12.785 t71.759 136.445 308.204 - -1
199212 1.276.314 1.283.001 - 8.593 168.583 122.989 291.572 - -
199312 1.16,329 1,118.242 - 4.774 164.759 109.472 274.231 - -
199412 957.906 957.909 - 1.910 160.333 95.863 256. 196 - -
199512 813.570 813.573 - - 144.336 82.437 226.773 - -

199612 684.916 684.919 - - 128.654 70.533 199,187 - -
199712 560.522 560.525 - - 24.394 59.359 183.753 - -

199812 450.169 450.172 - - 110.353 48.610 158.963 - _
199912 350. 163 350,156 - - 100.006 39.238 139.244 - -

200012 255.948 255.951 - - 94.215 30.516 124.731 - -

* PROJECTED AMOUNTS IN THIS COLUMN ARE AMOUNTS EXCLUDED FROM PROJECTIONS BECAUSE OF UNKCNOWN TERMS.

Oo THIS COLUMN SHOWS THE AMOUNT OF ARITHMETIC IMBALANCE IN ThE AMOUNT OUTSTANDING INCLUDNG UNDISBURSED FROM ONE
PERIOD TO THE NEXT. THE MOST COMMON CAUSES OF IMBALANCES ARE CHANGES IN EXCHANGE RATES AND TRANSFERS OF DEBTS
FROM ONE CATEGORY TO ANOTHER IN THE TABLE.



RXO TABLE il - MEXICO PAGE 76SERVICE PAYMENTS. COITIENTS, DISBURSEMENTS AMD OUTSTANDING AMOUNTS OF EXTERNAL P OEBT to/23/8cPROJECTIONS BASED ON DEBT OUTSTANDINB INCLUDING UNDISURSED AS OF DEC 3. t1965 23:04:37INCLWES ONLY DE2T COMMITTED 000000 - 198512
DEBT REPAYABLE IN FOREIGNI CURRENCY AND GOODS

(IN THOUSANDS OF U.S. DOLLARS)
CREDITOR TYPE : NTIONALIZATtON

* * * TOTAL * * *
DATE DEST OUTSTANDINS AT : T R A N S A C T I O N S D U R N G P E R I O : OTHER CHAGES: END OF PERIOD : 

DISBURSED: INCLUWING : COrMIT-: OIS8lURSE- : S E RV I C E P A Y.MEI N T S CANCEL- : AJUST-: ONLY : UWISBUtSED : ENTS : "NTS : ---------- :-----------:----------- LATIOS * : NT *: : : :.: PRINCIPAL : tNTEREST: TOTAL: (1) : (2) (3) (4) (5j) (6) (7) : (B) : (9)
197512 - - - - 2.007 be 2.5 -f8197f12 -- 

---197712 -197612 - - - - - - -197912 - - - - - - - _ -196012 - - - - . _ -_ _-19611*2 - - - - - - - - -198212 - - - - - - -159612 _ _ _199412 - - - _ _ _ _ _ 199512 - - - - - - - - -

* * e* * * TTHE FOLLOWING FIGURES ARE PROJECTED * * *

198612 -~~~~~~~~t
198712 - - - - - - - - -198812 - - - - - - - - -1989t2

199112
199212
199112199412 -- 

-- 
--

199312
199412

199812
199912
200012- 

----

* PROJECTED AMOUNTS IN THIS COLUMN ARE AMOUNTS EXCLUDED FROM PROJECTIONS BECAUSE OF UKWNOWN TER"S.
** THIS COLUWI SHOWS THE AMOUNT OF ARITHMETIC IMBALANCE IN THE AMOUNT OUTSTANDING INCLUDING UXDISBUQ5ED FROM ONEPERIOD TO THE NEXT. THE MOST COMMON CAUSES OF IMBALANCES ARE CHANGES IN EXCHANGE RATES AND TRANSFERS OF DEBTSFROM ONE CATEGORY TO ANOTHER IN THE TABLE.
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TABLE 5,4 FEDERAL OI97RICf ACMOrrS 1674-1856
* In Billies OMen I

1974 1976 1976 197 1978 1979 1EB0 1961 192 1983 19S4 19Q5

C"rrInt evenaw 8.0 10.4 13.0 16.9 21.6 26.4 40.0 52.9 76.6 172.9 295.9 393.4

Revenue sharing 3o7 4.7 6.6 9.2 10.8 14.1 25.2 34.1 W0,0 132.2 2003. 266.8
Tnsfers Received 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.6 36.6 47.0
Own Fbvenues 4.2 6,7 7.4 8,5 11.2 12.3 14.6 16.7 25.6 40.7 59.0 80.6
Taxos saz 2.4 2.s 3.3 3.6 4.4 6.6 7.6 12.0 14.3 23.1 33.1
Other Own Rsaenun 9.7 3,3 4-5 6.2 7.6 7.9 9.3 11.0 13.6 28.4 35.9 47.5

Current Expenditure 5.0 8.6 9.3 9.6 12.0 11.9 21.7 21.0 34.3 88.s 123.3 233.0

Consumption 4.3 5.8 6.9 0.0 10.1 7.7 16.S 12.6 27.5 B2.5 S8o0 183.5
U S_ 2.4 3.3 4.3 5.1 8.3 7.1 6.0 12.4 10.7 40.0 55.1 97.4
Souds and Services 1.9 2.3 e.6 3.9 .9s 5.3 6.2 4.0 10.S 23.8 32.5 45.0
Adeto 0.0 6.8 0.0 0.0 0.0 -4.7 1.2 -3.6 0.0 19.1 10.4 41.1

Interests 0.7 1.0 1.4 0. 1.09 4.2 6.3 8.2 6.6 4.3 25.3 50.3

Current Savings 2.9 3.9 4.7 7.2 10.0 14.6 18.4 11.6 41.3 88.1 172.6 159.8

Capitat EXpenditures 6.3 @.8 6.6 6.4 13.3 24.0 92.7 84.0 80.6 116.5 238.0 293.9

Orect Investment 4.1 6.t 5.1 4.6 12.6 1s.9 29.9 92.6 Ea.6 100.5 1S5.9 293.9
Indirect Investment 1.a 1.4 1.4 1.9 0.7 4.1 2.6 1.4 0.0 16.0 42.1 C.0

O teait 2.4 2.7 1.a -0.0 3.3 9.5 14.3 32.1 39.3 30.4 65.4 134.3

* Itm_

As I M 
Current Revenme 0.9 0.9 0.0 O.S 09 0 .90 0.9 0.9 0.0 1.0 1.0 0.9
aurrent Expenditure 0.6 O. 0.8 0.5 0.6 0.4 0.5 0.4 0.4 0.5 0*4 0.5
Capital Expenditure O. 0.8 0.5 0.3 o.9 0.8 0 . - Il 0.9 0.7 0.8 0.6
Deficit i0 0.2 0.1 0.0 0.1 0.3 L9 0.5 0.4 0.2 0.2 0.3 - -
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ouraen It*"* 17.5 u0. not 40.1 41.8 sa.6 71.7 101. 16313 3.0 .1 Mel .7

E_m l1.1 14 10.0 m6.0 solo 30.0 Se.l 73.6 143.*0 1S3.4 Use.5 4ANA
Other 6.4 014 6I. 19.3 10.0 15.0 15.6 31.7 31.8 75.4 M5.7 4W7

bide betvieo Oa Other 46 6.5 0.1 lo0S 16.5s 1196. e33. g.5 54.6 75. 04.5 47.5
Other Om""* ediSuvee 0.0 0.0 61. 0e. s10 ga1 s.o 10.8 INs so's 393. 3o6.

aerrees bvims. 8.8 8.4 3.5 Go5 17* 33.8 no.0 39.6 3.4 10.0 .6 155.4 °

Cwitp. Eplulftu6; 8.5 7.0 10.4 6.0 15.* 169.7 nos ,4 6.el gr.3 64.6 13*7

Direat Ieweste 403 5.5 6.o 4*4 6.0 9.6 1910 39.4 33.6 15.6 40.0 31.e
Kdiaelt laetest -1.4 1.5 8.5 4.4 7.7 10.1 18.8 4.0 6.5 31.7 15.6 40.9

AlJ_ -4 1. 8.5 4.4 3i 101 1s8. 4.0 6.5 31.7 16.1 40.0
-capitt Ibewteti..e 0.0 0.0 0.0 0.0 0.5 0.0 00 0.0 Os 0.0 0.0 0.0

Deficit 0.1 O. 1.3 -0.7 -1. -3.9 2.3 Os -r3. 1837 -17.7 -M37

(I Se 15IP |
Derreet Rawem.s 3.8 2.5s '.5s 3.7 e.' .5 2.4 3.3 3.a 1.7 232 R.5
Gurreat bpehitev 1.6 1.S 1.5 3.3 1.0 1. 17 97 1.7 1.7 1.0 1.3 .1l
Capitot Exapiit#w 0*4 .l5 0.3 0.s 0.7 0.6 0.6 0.s 0.5s 0.3 02 0.3
Deficit c.0 0.1 0.1 0.0 -0.1 -4.l 0.1 0.0 0.0 6.1 -a01 -0.1
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TAIBS 5.5 JU1M AsuiS CF O 1974-1875

1074 1976 1976 1s9 1978 1370 l1o0 18 loo 1ow O"4 1965

Current RAe 10.3 2. 3A.1 50.6 76.4 11.6 2MA.4 845.0 073. 1207,6 345.06 4510.6

Vatue Added 18.2 ol.0 81.2 49.0 77.9 1o7.9 10.4 845.9 878.8 1e97.6 3405.6 4592.5Expert Stes 9.0 0,0 0.7 19.4 0.4 90.6 in.0 357.2 948.5 1324.7- 2795.2 3845.3Domsti Scet. 50.S 35.8 se.3 45.8 81.6 77.4 118.9 7.9 45.7 535.5 G05.3 1498.2
OUhir Cure nt 0.3 0.8 0,7 0.3 Ile 8.0 983 14.2 34.9 64.6 150.3 133.3

-bode ad SOrvioe 12.7 18.S t1.0 19.6 97.0 44.0 77.0 90.4 146.3 247.2 435.3 87t.3
Ourent T.eefora l.t 1.7 1.3 o.6 0.6 06 0o.o a.0 0.0 0.0 0.0 0.0Capitol Tromfoe 0.;1 1.5 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

Curret Expenituwa. 12.' 18.9 19.S 35.4 49, 81.6 Ma.8 seal.9 864*. 1570.0 233989 3466.7

Woo" 8.0 8.7 .S la3 14.2 18.5 27.0 84.8 65.5 10t.6 151.4 M2.
Interest 1.3 1.5 g.0 .o 7.4 114. 2. 61.7 Is.a a10.6 474.9 468.3Tsawa 4.6 8.6 7.8 16.8 98.8 4B.2 1N.4 20.4 459.8 1149.0 1777. 2748.9

Cugout awviao e'. 78 18A.4 15.1 39.5 46.3 a.s 17.0 1184 727.0 1071. 11Q0.68

Capitat Eap1u1tue 7. 0.9 12.7 e.0o 81.89 644 127.0 241.2 62.4 899.2 8e 8.0 685.0

Direct Inaaetaoe 6.0 11.5 2.5s u.s G.7 80.60 121.6 29.6 285.0 843.8 40.7 5m.o
liiniat Ino.tmat -0.1 0.4 1. -a.6 -1.4 -so. 8.1 I1's 44.4 O.O 6a.3 87.0Financiat laveetuent 0.0 0.0 0.0 0.0 0.0 0.7 0G0 1.2 0.0 0.2 0.4 0.9

AJwAe -0.1 8.4 1.8 -8.5 -11 -6.6 5.1 13t. 46.1 50.7 wo0e 87.0
-copitlt IbW*letie 0.1 0.0 0.1 0.1 0.1 0.1 0.0 8.2 1.7 o.o 0.0 O.0

Deficit 1.4 1s.0 90. 16.9 10.3 V.' 68.4 124.2 135.2 -83.4 -603.7 -416.9

Et0o .

Ourt lSvemo 2.1 e.4 2.4 2.y 8.4 4.2 6.6 5.9 9.3 13.4 1l.9 10.
Ourrat Expmdtturo 1.4 1.7 1.4 1.' 2.1 2.7 5.1 a.9 7. 9.2 0.1 7.7Capitot Expenditure 0.1 l9a 1.7 1J? 2.9 2.3 .a0 4.1 3.5 2.8 2.0 1.5
OfRIcit 0.2 1.2 0.7 0.0 1.4 Il 1.l S.6 1.4 -1.9 -1.8 -0.0
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TA4E 5.7 COWJWL8 SIATE E9E R THU1A FP50C A1D SOCIAL aECTY 1974-1985
I In ltllon saw )

1974 1875 1976 S177 1878 1879 1980 1961 1982 1963 1984 19ow

tmatwwt atwe^ 21.2 35.7 3a.e 49.8 7O.7 101.2 139.9 180.0 349.2 se9.3 1124.9 2003.6

Vatue Added 5.9 7,7 17.5 22.2 3S.3 C0.3 43.3 -4.0 67.6 9.9 215.9 351.5
sates 8.9 49.4 I1.2 84.7 10A.9 1N.4 165.1 217.5 389.S 858.7 1302.5 2472.7
Otber Current Rwass 2.2 9.6 4.3 4.6 4.5 7.6 12.2 17.6 24.9 45, 119.9 156.1
Gods mad Bervtces 35.4 45.5 48.1 67.1 80.0 98.9 134.0 238.9 325.5 854.2 1263.5 2277.3
CurrI g troasflor 7.7 7.7 7.5 13.7 16.6 88.5 89.4 103.7 218.8 399.1 803.4 975.7
Capiet Twiftrts 7.7 20.2 11.5 15.7 20.9 28.4 57.2 60.3 62.0 169.4 245.6 66.4

Curnant Eapwadlture 1S.7 20.6 29.5 S8.9 S2.1 90.3 89.4 135.4 255.9 507.4 867.7 1570.7

too" 10.9 12.9 19.5 22.3 54.0 4e.4 56.1 91.2 135.9 198.7 337.6 825.5,
Intonate 4.8 7.1 11.0 13.0 15.5 22.1 35.5 51.1 114.9 38Q13 612.9 901.6
T1ex 0.9 0.8 1.9 3.0 2.6 3.9 6.6 3.1 5.0 7.9 17.0 43.9

Current Savings .6. 15.1 7.1 10.7 19.6 32.9 41.5 24.9 93.4 80.9 157.2 432.9

Capitot Expoodtures 18.9 40.5 32.4 27.9 41.5 64.5 97.0 126.3 174.3 242.4 443.3 067.0

01Dret Itmestment 15.9 35.7 Z5.5 27.2 88.8 60.1 93.2 124.6 167.4 238.0 426.6 6589.
ndinret Investment 2.9 4.7 6.9 0.8 1.7 4.4 3.8 1.5 8.9 4.4 19.9 29.4

Finmisat Investment 0.3 0.8 0.4 0.1 0.1 2.9 O.S 0.7 3.1 9.7 21.9 15.7
Aj 2.7 4,1 6.7 0.6 2.3 2.0 3.8 1.0 7.1 -5.0 4.5 14.1
-Cpttat aveatuatans 0.1 0.2 0.3 0.S 0.7 0.5 0.5 0.2 3.3 0.3 0.8 1.4

OefIcit 13.2 25.4 25.3 17.1 22.9 31.0 55.5 101.7 60.S 101.5 288.1 254.1

Hm_ Item

I AsS UIDPI
Current P"nue 2.4 3.2 2.7 2.7 3.0 3.a 3.3 2.7 3.7 3.3 3.9 4.4
Current Eapenditure 1.7 1.S 2.1 2.1 2.2 2.2 2.3 2.3 2.7 3.0 3.4 3.4
CapItol ExpendIture 2.1 3.7 2.4 1.5 1.8 2.1 2.3 2.2 1.9 1.4 1.5 1.5
DofIcIt 1.5 2.3 1.0 0.9 1.0 1.0 1.3 1.7 0.9 1.1 1.0 0.6

SOUlEs Winistry of FIn e



TA8LE 5.30 SUROAR CCiWrO OF TELJIX M lERO 1974-1i
t In BtiLLIen sfX 

1974 1975 107 1077 1976 17 im 1981 1992 1998 1904 19

Qrefnt Ibams 5.2 9.1 10.0 14.6 19.8 264 29.6 95.9 54.3 127.1 16.5 252.5

Vatue Added 4.6 0.5 10.2 13.0 17.9 20.O 2760 22.8 48.4 111.7 149.2 208.1
sates 8.8 13.9 14.6 20.5 29.e 38.6 47.7 86.8 85.0 180.9 979.t 251.3
Otber Current Ranv 0.5 0.5 2.1 1.2 0.8 3.2 o.a 0.1 1.3 7.7 26.4 47.3
Bads ad Barvice 4.5 5.9 6.5 9.7 11.3 14.6 20.4 a3.9 86.S 58.9 56.3 80.5
Current tranfers 0.1 0.0 0.0 0.9 0.9 1.1 2.0 2.6 4.9 10.0 17.3 25.0
Capital Transfers 0.5 0.6 0.6 0.6 0..0 Os o.0 0.3 0.0 5.4 0.0 19.4

Current Expeniture 4.2 6.9 8.0 10.7 12.7 18.5 18.6 22.7 45.1 10l.8 79.7 138.5

am" 2.1 3.0 4.S 6.2 7.7 9.6 10.3 12.9 27.9 48.5 47.6 88.6
Inter-sts 1.6 1.s 2.7 4.0 4.1 5.3 6.3 989 17.2 53.1 32.1 49.9
Taxes 0.5 1.3 0.6 0.5 O. 1.6 2.0 0.0 0.0 0.0 0.0 0.0

Current Bavings 1.0 2.2 .09 a'. 6.1 9.0 11.0 13.2 9.2 25.5 8e.S 116.0

Capitalt Expentures 4.1 6.6 7.1 61.4 0.0 9. 13.9 23.8 23.8 57.8 05.6 135.8

Di rect Investuant 4.7 7.5 0.4 10A 10.3 12.0 16.8 27.9 37.5 61.6 99.9 172.4
Indirect Investu.nt -0.7 -0.8 -1.:3 -1.6 -,3 -2.0 -49 -4.5 -13.9 -4.0 -4.4 -36.5

FilanIaL Investant 0.1 0.0 0.1 0.0 0.0 0.0 0.6 1.0 7.3 22.8 0.0 e 00
AJmsn o.0 O.l 0.0 0.0 0.o 0.I -e.6 -2.4 -17.2 -19.4 10.2 -1560
-Capitael Ibva latlee O.l 1.0 1.3 1.9 2.3 2.9 3.1 3.1 4.0 7.2 1U.e 20.9

CafIalt 3.1 4.4 4.3 4.6 1.9 -0.9 2.6 10.1 14.4 32.3 -1.3 19.9

oN Ito

IA S I 
Carrnt Rbvensm 0.0 0.8 0.S 0.6 O'. 0.9 0.7 0.8 O.S 0.7 0.6 0.8
Current Expenditure 0.5 0.6 O.6 0. 6 0.05 0. 0.4 0A 0.S 0.6 0.3 0.3
capital Exp.nditure 0.5 0'6 0.5 0.5 0.s 6.3 0.3 0,4 0.3 0.3 0.3 0.3
DeialIt 0.3 0.4 0.S 0.2 0.1 0.0 0.1 0.2 0.2 0.2 0.0 0.0

0UCWEE MIniotry of Finance
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TAILE 6.1.1 SWAR ACCOS OF THE7 OWING 5YN8 13S63-36

i tolios$ $xa, ind of pu )

1363 168 134 193

Foreign Assets 34 1,034 8eb61 3,167

0a0e0le Credito 7,X70 18,043 16,130 310,63

Crit1 to tho Pubilo Setor 8,146 7,65 1,0o4 80,193
.d*roL Uovernaent 5,576 5,473 7,6 1R,38

Pt ite Suverement 1,5,3 s,law 8,33 70016
Credit to the Privets eOter 1,510 3270 4,880 .75M1
IMoteesiffied Agset 1,1" 10o $*086 4,755

Foreign LiebiLities stills 4," ,03 1,637

Liebititles to noub-nk

fiua1hl pub, maeor 468 M 1,336

Honey Wm qei-wney 3,338 5,s3 6,303 18,8s6

oaney 6 1, 40 3,l6 3,443
sueui-Hay a,346 3,337 6,617 6,403

CapitaL andbrptua 154 m 351 64

0th.? Not Liabities 1,111 8,17 1,354 6,462

601130iSloak of Houlee, aZd1eerse de Rtwdre b e' e 8ank Sftat? eutisatione.
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TALIJ 6.1.8 OWA ACCOUNtS OP THE MM? ulN 1089-1909
( I of UP )

1898 199 1984 158

Foreign Assets 0o.a 088 T.o8 1.71

Ooagetsi Credit B.5s 10.00 13.8 1,14

Credit to the PUbti $ector s.7n 7.18 7.84 10.o
Podras eounmet 3917 4.88 6.91 s.e
Pebtle bowrueat 1.76 8.17 8.l8 4913

Credit to the Priwot bo cts 1.96 8.06 l.10 3 .6
Ut iofitied Assets 1.17 .o 8,= L8

Foteign LiebiLittes 3.48 4.4S 6.46 7.38

LiobiLitlee to 54o1nk

imio PA, eter 03 04 0.8 0

F 1 _1_oney and qsaasuu 3.71 4.8 61.41 s.o5

-t~~~~~~11 1Oo .17 1.97 1.0t
Seosi-1oep 3.61 3.88 4.98 8.0o

Capital ai ibspLo 0.17 0.0 006 0.35

Other Not LiabiLitie 1.3 1.87 0.o8 334

8S13. bb ot of aieo, 'Thdiesder do odoe p I_a u ba b saw stluattio



TABLE 6.2 SELECTED NWOETANY ABOREDATES 1977-1905

lBiLtion. SNos, end of year)

1077 1076 1370 1300 3ss1 1082 1363 1984 1399
- - - - - - - --- ---- ---- -- - - - - -- - - -

A. Mnony J) 105.7 26 0.8 845 .6 461.2 612.4 903.0 1402.4 2286.7 3540.2

Curronog 08.6 114.0 148.6 194.7 261,6 503.6 877.8 1110.6 1771.0
Demand Deposits 107.1 145.5 196.0 266.5 330.6 480.2 724.6 1169.0 1786.2

SU. Oneeeomney tn
Demoetia Currency 252.4 352.6 461.2 657.0 096.1 2160.1 3775.1 6370.0 3806.2

02-11+8 448.1 612.6 807.7 ll1.2 1606.S 3153.1 577.5 S667.8 12346.4

C. *esoimoney in
Foreign Curpency 73.1 87.2 140.3 190.5 856.4 186.0 162.4 409.3 657.4

Doemnd Deposits 13.8 15.4 22.1 30.2 42.8 19.3 27.1 34.3 127.3
Ouesimeney 50.3 71.9 113.2 163.3 313.6 167.7 135.3 375.0 530.1

P"3=K+C 521.2 700.0 940.0 1311.7 1064.9 3339.1 5339.0 90e69 193003.0

om3reandum Items

N4-02#CI 200.5 275.7 386.6 401.4 655.2 1011.3 1429.5 2321.0 3667.5

Moeotary Bsoe a/ 283.3 377.0 606.2 716.1 1041.9 1983.4 3136.0 4334.1 5879.3

.1 Ilute'de currency end domond deposits In the hend of public ptes
tbh reserves of the commorciet bonok.

SOURCES Sank of NexicsD 3 lndleodores Economices'.



TA6O8F S.$.1 618CO 1 A43Ie0 OOtUeSs c6SP1' 67 sECT6e 168-190e
t Uli8a 063 egO @7 *ed t 3ee

.5

__----------------------------------------------------------------------__---__-----------------------------------------

8-¢*06o is* lost taoe. sees *sea less

7.8.1 12.1:3 *,ae*24s7.5 tRo986,9o.0 4,47g,617.0 *,976,700.0 11.00IIag4.0 ee6#I60.69.0

t. Suge$aet..-ea Iat@tpt@§*U

sad ImdladaI F.100.7b4.8 *,g6o o*o 377.631.0 4,tS0,5D0. 7X7*040.0 0

I.I. 21tesl . P4Sl.0 ai.g
*-a. Pe.et a . 19383.3 34l,77t.0 *051. 666 .0 a 3.0e0 *0I.030.0*1.1.-*gvtoeItu te 17,6. hlo.eto.O ago,so.a.e *ae.gO*.6 P61.010.6 1,267,006.0I.e. Ulatas d09 a,.'. *a .e sa.sue.m oss0sa-. 04,664. 60,740.0

9.Iadaat,,oe 447,338.6 OSS106.0 l406,606.0 *,1016., .4 4.0 0,3,444.0

0.1. aceg laduegeg' *o,ots 70.6.0. 6989,660 8666. ,7.l4S g61,1
6... ee,.,... 9366.6,324.0 940,742.0 00,60 6464. 73846

0.,.s. ut..eWs,e*, eo,tm*.* 41m.so.e *ss.o s,4, .0 sVsIGSs.s 1,3o64.O
2.9. *o#ea-StutIao ladeetig es @@ao.0 808,349.0 719,024.0 ,.'s.o.. . ... s ,O*63.W.*. Wagufeetarg t ,177,766.6 641@092.0 631,614.6 06649.6 1,0.66. 3,S?E.@
I.R.S. Pt.eeIIea .7 tle--6a1.tt 6,406.4 t4,0a.@ 8e0,696. 40,941.0 00,470.6 194,590.09.1.0. PteduetSoa at Oteet0.1.0 94*09.PeO400*100 oe t 846*4

3.3.0. O Iateer sad Iotgbe ut*ar40. *9.046, 0 6 a001. 41,t.6 68,03.0 a m1. 1663..6
4.6. Oaa,.u.ttaa a,dweites, 76,467.6 *04,66S.0 184,686.0 165.385.0 060.0s6.9 s, .e1.0

lstartat peogias se.886.4~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~.

4.z. ~ *a ac-oeter oltle R8*704. s es*172.0 Gr*eet.8 ",@. ae$, eeso
3 ". S lr aep-re Qtlg s? ea,se.* 1e6o.1 19. .o * ,es.e 06,06.

4.F. l*t*t-§*-**t **ffi4*.4 O @*~64.0 0*684.0 91989.0 *0004.0 44 889.0

4ge sevstee adase$00604it. 908,6046 89,174.3 07661.6 1,06,706.0 1.10.70,4.6 6.69691.0

4.4. Toa- serviee, 4o0,074. 7*66.6.0 139,096.0 964$9446.6 666,9s0.6 407.060.0
4.. *C-aaaaIa-tSaB 908.6 640 elf.0 6,016.0 6,666.0 0s,918.0 44,013.3
4.3. Sagita S.toic** Abrsed 760,15.9 41,1044.6 167,6760.6 993,140.0 396,634.04.9. 0abor FtaasseIo SaieeaedSettO* 61.6 6,1686.6 600,11.0 1938,636.8 109,080.0 411,741.6
4.1. la..t.. 13,667.4 $1,636.3 380640.6 40,34.0. 07,006.0 10.7,67.0
4.6. aosessor C#eods** 84,6.9 7t9064.0 66,000.6 * 9.6 971,699e.0 56e1436.0
4.6. utbo,f £.t4..tt. a/ 40,607.63 121,686.6 90.@106. 6619,016.9 *5e80so.0

6. aceuaeoa 910,66.6 8 7.0 8,06004.0 470.090.6 1.03,e070.0 1.074.004.0

It. oavertaae. 143,683.6 004*J60.0 SoeI,0069.6 9,117,108.6 0.976*.76.6 I.599,003.0

F ederotal 1906,4P.6 94,8.6 t1G86,6e.3. 0,9.169.6.6 8I48.07S.S 764t#26U1.0
31. Ea tt 17,36.0 68,147.6 00,674.0 74,777.0 14.*601.0 16,3*32.0

221. Ft--aetut ODepse.e 1906,65.7 70.401.8 176.4st.0 949,474.6 007,030.0 463.004.6

1. *..e8.pa.ae *-*se 169,630.4 1460916.6 164,0e.0 906,0066.9 60,600.6 416,039.0
9. 0oaerDteet la--. 38,039.8 s91,6#.6 14.835.6 6S,o0E.0 e O*.64.O 47.013.6

et Stage 1964 094%o Ag.SIWsSC go. dl..oggt.OOtSd Jeg geaSta *ovtlees Abtoad.
Tescie- adO Oaagua- geed$$io.

GoBlds$ Seak of etsls. 6304sodev,ae l6.eaolg*0.
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M attit. *03x. 108-.106 I

-,----------------------------------------------------------------__---------__-------------------------------------------

g.estae lose less lose l008 1634 10

i.t.t 760,040.0 ot.tio J t.0"t.0t@ 0158,01815.8 0*s7.e.7 1008.7 .00. .

I. *tgmmIamtSoao, -Sateuptte
mmd lmdI.dumt ?85,1i1.7 761,58.6 60,61t.6 8s1,1t4.1 684,401.3 600,124.7

I. £glo.tlo.e- ateseg,
feeems ed *o $S.t. 110,148.0 l1.4g4.0 00,07.6 7,osg.0 ma,.se.s 106,o.4

1.1. Asclsett"sopo e0,h00e. 100.030, 08,10.7 55,783.s 64,6146.0 68450.01
1.0. 81.meg ,0840.0 t0,08.5 18.40,.1 18,715.0 10.418.1 8%,41.Q

easel 8r *011.1 40846.0 1,061.0 4,6.3 *0,440.0 P.804.

*. 11410,flee* God *%bar Assowsts*6 1160,1818., 0 810880..4 8800670.0 .000,01.0 @80.00.4 $00*014.4

*-4 @-°wo11 s*d*@|eT *,tt~~0.0sO SO018.1 49010.a $70788.4 *Q4.8r.6 8*6.§s.9d.e. OmepSdee 0,10.0 631000.0 1oP,.oo. 14,0 1046* o,160.s 01,3.0

0.1... ot..s..." ,so.*s, §e@* ooow.o oooo.o oo,soo,o , o,a4.s os,mso.
0.1.5. 01G&S tvtets 40,070.0 0*0,98.1 *0 400.4, 89041.4 70,601.1 070,00.1

4.8. a*ecmEes1tag ZOee Abe* 164,0.d0 10,640.0 10,0s.8 10e0.o84 OtSeSg.* 0161,800.

+ a.~~~abor v$0660104r,e. X,6t seve.* so7. 1101.9 *sl.0^^.7 $16*.40.Z1 *ev.yos.ft8. o... eemetrt 7.06,19. 118,10.0 109.10,0 11I,S4.0 160,118.6 16800011.0

0.0.5. ,esOietlCr ed its-6.taSt. 0,610.0 0,i04.0 1,371.t 0,047.0 *.8,.1 81084.0
0.0... PeodeoSS*. of Stool

0.0. * b.0 Utm,ete 17,004.0 40,080.4 014080.1 18,070.1 88,80o.0 34.00,.8

D.0Go. *-sett* .. 7p g14 .r 0 0.8 10,000.0 0.80.8 00461.0 0#,281.8 46,847.

is. I-mt- ooe le Smdsetrp 40,54.0 I4,*044., 01,740.8 048170.0 08,670.0 15,341.1

0. eeovo la.,.e U..u*01,01.0 10,019406.8 940,70810 0.8 9 006.? 41,1091.1 .81,840.1

4.m. 0eeeei me10a,18.0 104,080.0 150.1*8.0 0040.0 14.805.3 08,400.4

4o.1,000* itomp.,tsl. 109,843.0 F08.1.8 40.l08.8 0,7060.4 81,078.5 89,530.5

4.0. 0e.momle tGoat 103.0 0*0.0 110.1 1.801,8 1,71.e0 0.00.1
4.8. -- t.- - - -----t 8,840.0 8,040.0 1,0--.- 1, -80.4 1,008.3 1,40-.a
4.4. Somblog Om,lee Semeest. 8,188l.0 84,405f.0 04,100.0 30.0800 84,418.7 04,737.1
4.0. Oe.hlmo U.,u1.o. abrd 14,08.0 80,050.0 0,010.0 31,000.1 1.080.0 00,000.1
4.0. @B-eS fPleame-l IaB.,.d,etom 00,078.4 0*4,08.6 31,084.8 16,05.7 1,400.1 0,701.1
4.t. i.mum 7,610.4 0,0.1 7,01S.4 0,a8.0 8,511.0 5,300.0
4.6. Some..., Ot.dttm 80,046,1 00,105.0 15,110.0 14.181,1 00 1.1 R03,81.0
4.3. 0th., Aeteltom .1 88.081 14,5.5 88,160.1 01,04.1 04,16.0 11,00.0

0. 0...,ee 10,144.1 181,041.7 1,38.0 61,401.0 04,888.6 0,0f41.8

OS. *-0e..,uoe 00,708.1 170,000,0 87760.1 803,10.4 030,348.4 861,68t.1

1. Pedoest 10,038§.0 100,638. 001,100, 084.3S00, 007,08.1 511,040.1
0. Smeteli 10.175, 18,140,0 11,004.3 3,700.7 11,01.7 0,1.0

5s5. *e....*.e o.,e.m.@ 15,000.0 73000§.4 48,106.0 01,00.4 81,158.3 36,10.8

S. Smv.tepm.m8 SomS. @4,006 00,300.3 80,710.1 30,10.1 1101.0 05,003.0
S. S.o.c.lt| Omaha 14,071.8 160.1 8,307.0 4,780.8 0,400.5 0,84.5

.1 Otmee 1014 Oethmt A,S1.ttl-- -ee dIemOOt.goS. tag *o-kig Io,,l.o. Aheoud

SOSUSSe Ooa& uP Seal.., eISedteme. lemmemle*..'



TABLE 8.4.1 MONETARY AGGREGATES* MONTHLY AVERAGE$ 1975-1965
(In thousande of million Of ponosl

Cutrency Demand Demand "I Ng N3 M4 no
Deposits Deposit*
d.m. at f. *. b/

1075 42.3 54.9 3.1 97.2 100.S 200.19 303.2 303.2
1970 S8.5 64.0 6.3 10.5 125.6 23a.7 363.8 363.8
1977 72.0 80.1 14.1 152.1 160.2 279.4 440.1 440.2
1979 S4.4 115.3 13.7 203.7 217.3 335A.1 594.4 600.3
1979 i17.6 15s.e 17.2 276.2 293.4 446.1 903*. 826.4
1960 154.3 212.1 23.6 3661.3 39.9 614.4 1100.6 1146.5
11l g18g.5 273.9 32.8 490. 5622.9 844.0 1604.5 1676.8
1082 342.1 393.8 43.7 708.7 749.4 1207.9 2617.4 2773.6
10s6 490.7 543.3 17.8 1034.0 1051.9 20s6.6 4126,2 4696.3
1994 747.3 840.2 23.4 1567.8 1615.9 4314.0 6956.9 7765.5
1985 1229.6 1260.4 60.5 2510.2 2570.7 7235.6 10459.6 12109*0

--- -- -- -- -- --- -- -- -- -- --- -- -- -- -- --- -- -- -- ------_------------ 
oD

1/ Oemand DOposits in donestic currency
b/ Ooemnd deposlta denominated In foolgon currency

BOURCEs Sank of Nexico# elndlceadores Econamlcos" snd Book Staff estimetlons.



TABLE 6.4.2 "ONETARY A66RE6ATE. NONTOPLY AVERAGES 1975-1805
iThouoend of mitlion of pO000 1978"100)

Corrency Demand Demand Ml 11 NS C14 15
Deposits Deposits

d. *. a/ r. .. b

1975 74.1 96e. 6.5 170.3 175.8 352.0 631.3 531.3
10976 09.7 97.3 9.2 181.0 190.2 365.6 553.S 553.6
1977 84.6 08.8 I0.6 176.4 105s0 329.3 G16.3 51615
1970 .69.* 115.1 13.7 230.3 217.0 334.7 60933 599e3
1979 9914 134.0 14.5 23894 247.9 370.5 67,B69 6971.
1990 108.2 141.7 18.7 244.9 260.0 410.0 735.7 760.1
19a9 113.1 143.8 17.0 2as'6 278.5 441.4 937.1 874.9
1992 112.s 121.1 1519 23989 249.9 . 426.9 872.5 922.0
1993 90.8 9.o0 2.9 109.9 172.7 331.4 674.7. 752.1
1994 73.5 92.7 2.8 159.2 189.0 420.0 904.2 763.0
190 76.7 90.0 8.0 15.7 160.3 466.6 655.4 762.6

s/ DomenA Depeafle In domestlc currenoy
b/ Demand deposits dononinsted In foreign currency

SOUNCE: Baok of Mexioo# 0Ind.ioadores Econoaoca- oad Sank Stoaff satistions.



- 182 -

TABLE 6.5 NWEAAY AGGETES 1679-1686 v1
(As proportiOn of UDP, In clarPont priceO)

0"/GDP lez0P ve/UP WlP lU3DP

1975 6.6 6.1 1863 27.6 87.6
1976 ' .7 .ea 17.0 2.8 H6.5
1577 Qu8 Boo 15.1 23.6 3.16
1676 697 9.3 14,3 25.4 85.7
17w Soo0 9.s 14.6 26.9 86o'
19|0 6*. 9l1 14.4 25.7 28.6
1661 6.3 '8s 14.4 97.3 86.5
ImQl 7.6 6.0 13.6 O7.8 28.5
1o8 6.0 6.1 11. I 24.1 g6.6

1964 5.8 5.6 15.0 24.2 27.0
1665 55S 5.6 15.6 9229 86.7

a/ ThsO m l tfiure of each mntetory ggnregto was caloulated so the
overgep of monthly figures.

UnMM bank of Nuxica, nd0iodorso bs nsicsel eW Bun Stuff aestietiano
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Tobte 7.2.1 14K CONMR PIuCS tNEft 1i7-1s188
(19781100)

Pari0d
Averages Jon Fe-. Nlor Apr May Jun Jul Aug Sep Oct Nov Doo

1970 5,. 80.8 81.9 .5 83.0 82.4 8307 64.3 64.3 67,0 70.8 74,0 75.9
1977 85.1 7982 80*0 81.4 82,6 68.3 84.8 85.3 67.0 98.6 89e3 90.8 91o,
1976 1C000 93*5 94.9 9s,8 88*69 97a 89*2 100. 101M l9 10s. 104.3 105.4 108,3
1979 118,2 110,0 111.8 119e1 114.2 115J 110.9 118.4 120.1 191.5 193,7 1e958 127.
1880 148.3 183.8 180.9 189.7 141.1 144*4 147*3 151.4 154.8 1590. 1586. 161.4 10.86

1901 101.1 171O 178,2 178.9 1iS.0 185.7 1890. 191g. 185.0 16.2 08.8 807.s 218a1
198 l8. 118.7 2Meg 141,O 254.1 260,4 a16.e 295.3 89.eO 84. Ue80 360.e0 4680
1888 618.9 489e8 48*81 519.1 552.0 575.9 597.7 897.3 851. 871.7 894O 734.7 M8.
1604 1014e1 814.8 857.0 694.54 933.2 964.1 990 1031*. 1061,1 1060.7 1180.6 119eg7 1813.4
18E8 1598.7 1309.8 13842 1417.1 1480,7 1485.3 1539.8 1i5882 1655.5 17711,6 1797.0 imS 1666.?
196 2480.0 0173.869,9 8375.4 2489.4 2039,A 160983

MY CHANGE IN CPI

Averagos Jon Feb Ntor Apr Ny Jun Jul Aug Sap Out Nov OGO

i197 9s.9 3.0 2.3 19 1a5 0.9' 1.2 1.2 I.0 1.s o0. l. 1.4
197 178 go8 1,5g 0.6 1,1 1.0 1.3 1.7 1.0 1.8 1.2 1e1 0.e
1-79 19.2 9.5 1.5 1.3 10 .8 1 f.o 1.3 1.4 1.g 1.7 1.8 1.6
1ose 20.3 409 2.3 2.0 1e7 1' g 0. 2,9 g.1 1.1 1.a 1.8 l.6
19i" 3.0o O8S 2o5 2.1 9.2 1,. 1.4 1.0 2.1 1.8 a2.2 1.9 .7
10.8 80.0 5.0 8.9 3.7 8,4 5.6 4.3 5.2 11.2 5.3 5*8 5,9 10.7
1988 101.0 10.9 5.4 4.8 6.8 4.3 3.8 5.0 3.9 3.1 3.3 5.9 4.3
I"4 88.5 8.4 5.3 4.3 4.3 8.3 3.8 8.a 2.8 3.0 3.5 8.4 4.9
196" W7I7 704 4.1 8.9 8.1 .4 2,5 8.5 4.4 4.0 38, 4.8 6.8
1999 53. 8.3 4.4 4.6 5.2 .6 6.4

12 NTH CHANGES IN CPZ
(Month to Month)

Perlod
Avergen imp Fab Mar Apr May Jun JuL Aug Sep Oct Nov Oor

167 29.219.7 29.2 30.2 31.l 91 83.5 318 SW 84.3 g1e.t 181 21.9 10.6
1973 17.8 19.6 18.61 17.7 17.3 17, 17.7 18.3 17.1 16.4 16,8 16.9 16.2
1070 16. 17*0 17*. 16,1 17.9 109. 17.8 17.3 17*9 17*9 18*0 19eS 10.0
1m0 80.3 11,6 2.,7 13,5 14.4 24.8 18.0 V7a 19.7 28.1 93.1 2.3 99.8
*106 18.0 17.9 8.0 89l.1 88.7 26.0 07.61 18.1 865 V7A4 18*4 29.6 98.7
18 53.9 30.3 81.7 84.7 388* 44.5 48.4 54.4 8.2 73.9 78*0 94.5 80.9
19i 101.8 110.1 12.8 115,*4 117. 114.6 119,5 111*1 08.1 98.9 90.4 91.9 60.6
1984 60.0 78,4 78.3 79.3 69.1 57.4 V7.1 84.5 029. 0.7 83.0 85.8 60.2
186 87.7 80.0 59.0 58.4 56.8 56.1 53.4 58.7 56.0 57.6 56.0 59.3 0937
18 NA 68.9 06.4 W7a6 7M1. 76,5 93.2

6058g 01nk of Nsico, aldloadaho Esoonoaeloaw, wr.eral lsoues.
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lADLE 7.2.2. PCOMMR ICE ID31 , TRADABLE ITENS a/
I 1979100 )

Period
Averes Jan Feb Nar Apr Ray Jun Jul Aug Sp Oct Nov kec

1976 66.2 61.2 62.0 62.6 63.0 63.3 63.6 64.0 64.3 67.2 71.2 74.9 77.0
1977 86.1 79.5 0.6 61.9 93.5 84.2 85.3 86.4 88.1 89,6 90.2 91.2 92.3
1978 100.0 93.2 94.) 95.3 96.6 97.8 99.5 101.6 102.3 103.2 104.4 105.6 106.4
1979 117.9 109.9 111.0 112.2 113.3 115.3 116.7 118.1 1I9.9 121.3 123.4 125.0 126.9
1980 148.1 132.5 135.3 137.9 140.4 143.0 146.4 151.1 154.4 155.7 157.2 159.7 163.9
1911 186.4 167.8 171.0 174.3 178.3 181.3 193.8 107.1 191.0 194.5 198.5 202.1 207.1
1l9 297.7 217.8 224.9 232.0 246.1 260.5 271.6 286.4 322.5 341.2 360.9 380.7 426.8
1983 623.6 469.0 49.9 522.8 559.9 587.1 609.2 640.9 664.6 684.1 708.4 755.7 797.5
1984 1052.2 05.5 877.2 916.3 963.9 999.9 1038.0 1072.7 1103.2 1133.8 1178.0 1224.5 1292.
1985 1671.8 1376.5 1429.5 1497.7 1533.3 1567.2 1603.1 1654.7 1726.6 1795.0 1956.3 194.6 2094.9
1986 2361.1 2258.4 2353.3 2471.7

.TLY CHA S IN CPI TRADA.E ITENS

Period
Avrage Jan Feb 0ar Apr Ray Jun Jul Aug Sep Ot Nov ODK

1977 30.1 0.2 1.4 1.5 2.0 0.9 1.4 1.3 1.9 1.9 0.6 1.2 1.1
1979 16.2 1.0 1.0 1.3 1.3 1.3 1.7 2.1 0.7 0.9 1.1 1.1 0.8
1979 17.7 3.1 1.1 1.1 1.0 1.9 1.2 1.2 1.5 1.1 1.8 1.2 1.5
1980 25.8 4.4 2.1 2.0 1.9 1.9 2.4 3.2 2.1 0.8 1.0 1.6 2.6
1981 25.8 2.4 1.9 1.9 2.3 1.7 1.4 1.8 2.1 1.9 2.1 1.9 2.5
1992 59.7 5.2 3.2 3.5 5.7 5.9 4.3 5.5 12.6 5.8 5.9 5.5 12.1
1983 109.5 9.9 5.7 5.4 7.1 4.9 3.8 5.2 3.7 2.9 3.5 6.7 4.2
19'4 68.7 6.1 5.0 4.5 5.2 3.7 3.0 3.3 2.9 2.9 3.9 4.0 4.9
1995 58.9 7.3 3.9 4.1 3.1 2.2 2.3 3.2 4.3 3.4 4.0 4.9 7.6
1986 ... 7.9 4.2 5.0

YEAR CHANBES IN CPI TRADABLES ITE1 S
I both to Nonth )

Period
Averages Jan Feb. nar Apr Kay Jun Jul Aug Sep Oct Nov Oec

1977 30.1 30.0 30.1 30.9 32.6 33.0 34.3 35.0 37.0 33.5 26.8 21.9 19.8
1978 16.2 17.2 16.7 16.4 15.7 16.2 16.6 17.5 16.2 15.2 15.7 15.7 15.3
1979 17.7 17.8 18.0 17.7 17.4 17.9 17.3 16.3 17.2 17.5 18.2 19.4 19.2
1990 25.8 20.7 21.9 22.9 23.9 24.0 25.5 29.0 28.7 29.4 27.3 27.8 29.2
1911 25.8 26.7 26.4 26.4 27.0 26.8 25.5 23.8 23.7 24.9 26.3 26.5 26.4
1982 59.7 29.9 31.5 33.5 39.0 43.7 47.9 53.1 69.9 75.4 91.9 88.4 106.1
1983 109.5 115.3 120.6 124.6 127.5 125.3 124.3 123.7 106.1 200.5 96.3 99.5 84.5
1984 69.7 78.1 76.9 75.3 72.2 70.3 70.4 67.4 66.0 65.7 66.3 62.1 62.9
1985 59.9 64.8 63.0 62.4 59.1 56.7 54.4 54.3 56.5 57.4 57.6 58.9 63.3
1906 ... 64.1 64.6 66.1

a/ Durables and non-durablus goods woe considered as tradables.
INcludes controlled and ntn controlled items of the CPI basket.

SJOE: Dart oi beKico
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TAS 74* PR= UPON, NO"165A85A Sr" 180-16" a

Av,er"e Jo ,e P e Apr No Jun JuLt Aug Sep Ole 16 * 0 

1080 1 Boos a e . 03 map 37t.0 33.5 100o0 108.0 104.4 1009. 10*A 114.
1311 131, 110,8 113.3 1130 1. 1r. 1393.7 1. 13. 18*.1 141 . 145.0 14*3
10a eli,8 159.3 16.0 171.0 160.7 13. 854.8 n14.7 M0. 341.1 5.7 30.8
IN 300.7 , 1164 in.. 848. 133.4 Mel 13. 40YJ 4800 440, 481.7 460.1 WA.4
1004 "Sol e0l 854.4 30 938.1 64.0 ".1 W3. W.4 391. 7 M7 M*4 M7
am ou.o mn?* S.A W.A Me 34.4 M,. 3.8 1041.5 1100. 18.3 113.7 180.4
Ie s,. IS.* 1415A.8 140.1 133*0 1300l

NSmfu. 0M1M 13 02 NO-TRhAIS W 1

."P' X0 Jo feb Not Apr fy Jun Jut Aug Sep On Sew Oae

13 MA NA a's 3.1 1.8 1.1 1.0 3a 2.4 1.4 8.1 1.0 3.1
los all 497 1.1 1.1 3l1 lee 17 O' 3*6 30 t.0 8to 8.a
1sm 31. 4A 3,1 4* 3*I 0.0 0'6 3.1 7.4 43 4.4 4.0 7*4
10 wa. I3e 4.3 1.e0 4.10 8.8 4 A.4 4. 4.7 4, goo 8.7 407
1334 s.. sea 0.81 8,8 8 1.7 S.0 8.4 g81 see *.0 3.4 8.A
18 3.8a 0e. 4.3A 7 8* 8.1 .s 4.4 4e. 3. 9.4 4* 4.4
am goo sea 4A 8*7

11 MOUr @WNMS C23 F M0b-MAG.13 VW

FPleOd
Aw * Ae Mr Aplr mIa Jun Juot Au Sep an NM OGG

tlll 9131 20S,4 NO7 3all* 31.0 81.5 1. 13.0 31.4 NA 381 1e. 84.3
1#t 31.0 84.0 8o 40.1 444 3.8 V. 31.3 30.1 78.8 77.4 0a 80*7
am W7.3 101.7 13* 1OO* .4 04* go* SO. 34.3 US 7,3* 73.0 7..3
lo ass "O We VA 0 as ass "s sel was all Vol See l woo
ISOg SP Wes1 111A 1R* BelS 00A¢ 01Ao =g$1 Mel 1111 l goes J E*i Ot

1004 53.3 34. Oa 37o . 1 0* 3* 3*o33.0 0. b0 57.1 37.1 55.1pi.re
-gm d.wrslse.

SUOsbu of bile.
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TAIL 73.a4 COM ME VAX t RPADAIL flU 108-1
(1_0100)

Parlod
Averages Jme Fb Nor Apr fty Jhn Jut Aug Sep Obt Now coo

16 100.0 0.07 81.7 09.4 04.3 06.4 08.87 11. 106.5 104.4 103* 107.9 110.8
103 12137 114.4 li1fo 113.7 1il8 1342 100.5 101*2 180*0 138,* 187.3 140.6 1408.
110 1005.8 Was9 155. 107 J 71.0 101.8 10. 0.1 1.o Ma 047.8 e.3 384,
I9OU 481.6 810. 34. 864* 864.8 405*e 4314 448.7 483.1 47.4 40,3 819.5 541.6
10#4 7W7.6 570* 808.1 603.8 8W7.4 71.98 741.4 7M3.1 7Mo17 814.7 I01 7 610.3 U45
10 110.4 048.0 Mel 108.0 103.0 1001.0 1117.8 117.0 13i03. 1103.8 1357. 1301.O 1486
1080 1718.8 1005,0 1818.0 108B.4 1797.1 1310.0

IOMU. 003AN M OPI TPADAILE ITI

Arage. ion Feb Noe Apr Nho Jun JL Aug Sop Oct Mew 0Oe

100 NA 1 1.3 1.6 1.6 a'. 8* l. o0. 1.7 16 3.4
11 18.7 3.5 1.8 1.7 I.1 l.3 1. ee.1 38 lg 1l. g3. 8.
10n w.8 8.e . 4*a 8.8 S8 4.8 6e7 88 0,4 1*4 8.8 8.8
1963 103.8 11.3 7.3 13.A 51. 4.7 .S8 8.7 3.B 3eO s.a 4.6 -4*4
10394 04.7 8.e 5.a .6 93, 8.8 S's 3l8 a'. Si 4.5 sea 0.4
1Ion 481 -84.0 3.7 4*5 3.3 Sa8 too. 3e8 4.4 3.7 4.8 see 5.4
10og N 80e 4.0 4*8

VWM OKMANh IN OF? TRADAILS firES
(Kenibstooffeet

peso' ~ lDebs ht

Averages Jan Fob Nor Apr Nay Jun JuL Aug Gep Oat ,NW ONe

1081 0.7 90 17.0 "l 0.8 18.8 8.1 3e.e 17.8 0es8 R1.7 80.8 81*7
10o1 50.8 80,5 33.l 35.1 41.3 47*8 51. 57*7 87.4 73a8 70.0 86.0 05.3
I103 10,*0 114.1 131.0 118.0 184.7 181.4 `13. 13g30 110.5 103.8 103.1 106.0 80*7
1004 4.7 80.0 77.4 n7.1 0.7 00.8 5.0o 0.0 00.0 g38. 64*U S0A 1811
105 4,*2 84.0 61. 84.8 64.0 05.0 W.a 50.7 00.1 00.8 63 54.1 00

= VA 04.1 64.0 85.

W Trejabtes vr detlnod as sit the good In the CF bakot which 1" e "re net
seatrlted.

0860Kg bak ot Shais
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TABLE 7.1.5 CONiS PHNZ he, COItMROU,m n B s1a9 4
1l891100 

Averagea .ba Feb Nt Apr may Jun Jul Aug Sep aet Nov; o0

1976 s8.5 84,3 UI.3 6.4 68.8 B.s 65.7 85.0 68.0 81 73.4 77.4 78.4
1877 00.2 1#.4 83.7 b4. 86.3 83.0 VA ? 83.1 00.4 1.5 82.1 0.9 93.2
1878 100.0 35.0 95s5 8O5 6VA4 078 958.0 100, 101 .7 100.6 103.9 104.J 103.4
1879 114.0 106.3 110,1 110.7 111,5 113,0 113.8 114.8 116.0 116.0 110.4 111.1 182.0
1980 140.1 1IC. 130.7 191.6 134.1 10.85 140.4 145.0 140.1 140.6 150.0 153.4 157.6
1081 11.7 1i8l.0 153.7 lo.s 1s5.0 170.1 171.3 17.4 174.4 176.1 170. 183.4 18V7.
18 2830. 105.6 0.0 115.5 36.1 338,6 1486. 356.6 311.6 32B, 341.0 357.2 414.6
196 094.7 460.0 483.7 503.1 541.5 .3 866.O f04.0 3.0 8644.3 s 731.1 780.8
1084 1037.0 303.1 8o 65. 04. 86. 1 J0 .1 100og 1050.4 108.0 1163.3 18.0 1354.7
188 1603.4 130.8 145.1 180. 13S6.1 113.3 1576 1811.3 1861M 17117 1775.0 140.7 8030.3

lbilLY momBES IN OPt CoNT95LLW 1131

PomodtC Wa P llmLs TI

Avoevee Jn Feb Nor Apr May Jun jul Aug Sep Qnt Maw Dog

i" sell 3.8 1.8 1.4 1.7 0.7 0.7 0.7 1.1 1.4 0.7 0.9 0.3
1s" 13.3 1.0 0.6 0.8 O.S 0.4 1.2 1.6 1.1 0.0 1.8 0.6 0.1
1075 14.1 3.7 0.7 0.8 0.7 log 0.6 1.0 1.2 0.7 1.2 1o4 1.8
100 3937 OA A.3 .; 1.7 1.a a.s 3.0 II1 O.5 0.8 1.7 1.7
101 31.5 3. 1,0 s 1.0 ISO 1.0 1.2 0a7 0.6 1 1.0 3.0 1.0 3.6
10 8.2 11.0 1.0 1.7 4.0 5 3.8 4.8 20.4 4.6 8.0 4.4 18.0
188 1112* .a8 4.7 4.1 7.6 3.7 1.6 6.7 3.6 g.0 3.3 s.9 3.3
1064 73.7 6.3 6. 4.5 s. 4.7 3.0 3.8 1.1 a.8 5.o 3.4 I8.
165 56.1 11.3 4.J 3.2 1.7 44.0 30.7 aR, 3.1 3.o 3.7 3.7 1o.8

13 MGM CM IN l CPS 0o0 LLM 136
I _oh to bothl I

Purled
Awrage Jon Fob ar Apr Nay Jun Jut Aug Sop Set Ntw ceo

Is" t8.6 33.1 38.2 90.0 31.a 5 83 33.7 38.5 34.4 58. 30.0 17.4
1878 13.3 18.3 14A 13.7 11.1 11.5 13.1 14*. 13.8 13* 13.3 13.5 13.1
Iv0 14,0 18.1 18.2 14*7 14J 15.3 14.6 13.A 14.1 13.0 14.0 15.0 1l6O
1900 33*7 18.0 17.8 10.1 30.3 al3. 33.7 VA3 3.4 3.1 3*4 38.7 30.1
1001 1. 37,8 36.2 5.4 18.3 34,8 33.0 16i 17.1 17.7 10.0 10.9 1940
108 83.2 37.0 2, 30.4 $4S6 40.3 44.1 50,1 73.8 05*0 00.4 U8* 136n8
183 110,a 1140 100.0 13.a 13.5 133.2 10B3 133.4 100*. 57. 04.a 104,7 7s0
184 73.7 74.1 75. 75.0 74*7 77.1 01.6 74.1 70.7 70.8 73.3 83.1 66
16 fee.1 73.6 71.0 88.7 61.J 108 03 83 .8 38.5 U*0 0301 5A 610l

a, Intuslud tll t sompa.as ao fhot Cbaskt ubish pries are MMt by the ger_Veint.

SOUNO bat of beics, Oepaenent of Prices,
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TABLE 7.230 CWIBI PRCE ZI0tX N ~WIIOLLW rTERB 10-165M
( 11176100)1

AvoregwJ 9s b Nar Apr "By Jun jut Aug Sep aot Nov co

110 64.6 59.1 60.6 61.e 61.3 63.3 .7 63.4 Oe1 6.0 69.5 72.4 74.1
Is" 63.3 769. 70*.1 73.3 70.o 6o.0 6,0e Os.0 3.4 66.0 88.3 6, 80.3
1676 100.0 96.1 94.4 65,4 #l.9 6I.O 66.1 106.4 101.7 109.6 104.7 1OIl 101.6
10w0 180.0 110.8 1l1.8 114.4 11.7 117.3 116.0 1800. 13, 114.8 13. W7 Mt.1
166 105.4 187.7 140.6 144"1 146.6 140.6 161.1 164.0 157.7 160.0 166.0 168.0 170.0
166 30.g 176.0 161.6 16.5 131.3 194.4 107.e 634 3074 110.3J 17*1 011.0 317.
16 SI16. 034.6 341.9 0.7 36.0 M63 3100.4 616.1 341.4 860.7 673.0 806.3 46.6
168 M15g 4816 600.1 686.4 15.6 581.0 N 16.68 646.0 07408 630.e 716.8 74.0 70941
1604 1033.9 63.4 67.4 931 M40.6 6651 909.0 104.4 103A. 1103.1 1180.4 117.4 1"1.8
131 104.4 1234.3 1337. 164.3 140.7 1U87.7 1536.8 166.0 187693 176964 160*0 101l0. 006.4

NWI#tLY 011E6 I3 CIPI N1 1-1OUD 163

PrMad
Avrope Jon Feb Mar Apr "my Jun JUl Ag gAp Oat Now ON

1677 10.6 3.4 g.0 1.s o.e 1.0 1.7 1. 21.9 1.6 3.0 0.l 1.0
1673 Bol1 3.1 1.4 1.1 0,09 1; 1.1 1.3 1.3 1.1 14 1.9 1.0
le6 30.1 9.o 1.0 1.7 1.1 1.4 1,4 1.9 1.7 1.1 1.6 1. 1.0
1980 37.7 s.8 2.3 3. 1.7 1.6 1.5 leg 0.1 1. 1.0 1.0 l3.
10 31.6 s3. 84 3.7 .0.0 1.6 1.7 8.9 3.5 3.8 a3. 1.1 9.7
16 50.1 8.. 4.7 4.0 6.6 5.7 5.3 5.8 3.0 5.7 6.3 5.3 7*.
1l66 Se.s 13.1 5.6 5.3 6.7 6.a 4.6 4.1 4.0 Si 3.3 4.0 4.7
1364 6i1. 0.4 0 4. 6.0 3.6 3.5 3.6 308 3.0 3.e 3.4 6.6
16 5e6. 8.4 4.1 4.8 8.0 1.6 3.1 4.1 .0 4.0 3.6 5.1 6.0

10 YEA COWI IN CPI NOPCOUNTRD rMS
Ibh to bnth |

Awanmfo Jan Feb Mar Apr May Jun Jul Aug Sop ont NW 00o

167e 3.6 98.4 19.5 3.0 36.1 16.4 30,3 3o.3 93,0 ao.1 97.0 3o.6 21.0
107 310.1 3.7 10oe 10.0 s 0.7 1e1. goes 31.0 1319 13.6 17.3 10*7 16.4
1l0 30.1 13.7 1i 16*.6 30.1 16.7 30.0 10.0 30.5 10.3 30*5 0.04 30.7
1660 17.? 34.6 181 30.0 30.7 90s0 V7. 168 l6.7 866.7 36.1 l0. 30.7
161 31.6 97. 36.e 96S.4 60 30.6 30.0 61.o0 61.6 s.e 38.3 86.7 3e.6
ION 80.1 66.4 5.4 97.1 41.1 46.8 510 504 64.0 70.0 74.6 30.4 60.
130 Se.5 1085. 1071 10*04 100.0 106.l 107.5 105.0 7 377 66.0 6s0 67.1 oleo
1654 31.0 7.0 73.1 70.0S M.1 111 3O*. 66.4 60.1 50. 56.0 6I7 56.7
1065 66. 54.1 59.0 66.7 63l6 54.1 60. 54.4 S69 66, 664 w.? 64.7

ef _E OS00rotlad WI la o XatteS witsh 8t the II. *ntts of't the CPS basket uhiob priom are markt d.I d.

601=10 * laVk of N$oa, 04artaswt of Pries*.



(.U 1 t@- dteOlb LbS 0. lbS^a (.5 LbS (.3tel (

Use ~ ~ ~ ~ ~ ~ ~ Wn lbt *£ 

Je. 33.~2001 38.04 30.40 ... 14.8 8.63 190.43 140.61 010.03 110.33 447.00 408802
Feb 03.83 10.43 @0148 143.05 103.43 19701. 148.81 117.11 333.80 430.08 440.4,

1 03.05 08.8e 16 43.31 .4l 143.65 l106.30 17t.3 138.01 330.1 039.18 430.30 413.08
Apr 33.50 00.83 48.58 .. 43.05 110.30 113.05 187.10 013.51 3t81.15 504.38 604.60
now 0.4 Il0.34 04.05 t.tO 413 . 143.30 t11.0s .113.10 O13.14 053.91 Q31.e0 850.08 510.80

e 08t.OS 0G.88 47 .03 ... 1400ol 113.18 108.13 15.071 040.06 304.57 041.00 510.80

Ju 03.01 04.01 53.33 *-. 148.53 130.13 131.03 100.01 811.01 341.35 0-0 4*4

JtA 33.80 04.1, 488.1 00.0 1.4.03 133*t.e 107.10 118.10 038.81 335.33

GOP 3.309 05.04 49.e 7 3 0.0 145.41 900.10 1t3.5e 117.67 833.0. 383.10
03 33.00e 5 a.88 0.00 00.80 15. 845 134.10 130.01 181.08 403.61 810.13
flew 08.10 go0.03 10.30 50.0 to56.8 1s3.00 303.00 1S0e.0 401.35 800.34
mee 38.10 30.s0 100.83 67.10 160.01 14B.030 37.40 130.60 480.43 8051.34

@ s Fe eIkMs 888.

OOSUOSg Seek of SeXal. !edl9edse.e *e.meateoe'
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TAMlE 7*3eg G 0ZW SCIW RATE 16W-USA

FPM MUCM4 PATE COSOOLL WN W PATE
(Pesos per S I (P,s per SW

01 OR as 04 YEAR 1 as 04 M

1060 1.8 a'. 92.0 '8.1 s8o0 11 3.6 nos 83.0 23.1 8.0
1961 23.5 U4.1 * 94.8 5.7 24.5 13 9.8 "4 84.8 5.o 84.8
1813 34.4 48e. 67.4 10.1 P1A 181Q 24.4 4,8 56.0 5.6 46.O
16 148.7 46.6 146.4 156.8 150.3 106t 146,7 146.6 N.4 15.1 160.2
10t4 1.3 172 161.1 2039 155.A 1064 146.8 161.7 173,7 15.6 1a.
196 217. 263.0 33J1 461.1 310.3 115 104 016.6 65.3 33.5 m7.0
10" 47.3 575. 1013 466.6 in.

NEOVAZL DOEX FAR lCM RATE N1ML tOM COUWULLW SCIW40I RATE

W 13 03 04 YEA cm at as 44 yeR

-|150 86.5 w6s 100.1 100.0 100.0 .161 86. se.6 100.1 10.6 100.0
111 113.4 105.0 106.0 111.l 108.6 1SM 163.4 11. 1000 111.9 10.8
1013 146.6 1 1 346.1 046.1 10 146.6 20068 0.0 "3. 36.3
low 646.0 W6s 646.0 67.7 4.7 106 6n6. W6. 64.6 6.7 6u
1064 Ma3.1 70.7 8.7 6sW.3 SC., 138 08 704. 76. 600.64 710
1065 046.3 113. 1464.6 1.5 131.0 150 V7.4 3. 1166 1$45.4 1110.6
l1o6 105.1 1508.4 1 111, 11. 8 

NEAL =M O FlU CARI RATE ML ALSD OF CWTLIS WCWIAA 1A W
'l(101tO1 I1000100

01 IUQ 03 04 YEaR a1 s Q9 04 yoR

196 107 101.8 86.0 * t100.0 100 160.7 1J Ol.0 V 10.0
1s6 0. 86. 98.7 0A go.3 106 575 "6. 86.t 07s .3
1313 111.6 14.4 1II 186.8 160.0 1013 101.8 14.4 160.5 130.4 187.0
130 6.6 m5.o 26.3 1* 14 1M 3A Mo5.0 006.9 160.6 024A
19"4 17.8 117.4 150.7 15. 150.8 106 10.4 14. 1U44 141.4 144.
1006 151.1 144. 10.A 313.0 174,0 10S5 16.11 110.0 160. 1, 146*7
ie 10.1 16W 170.4

u ThIe index ho been sOOStecd as the roti of a wlthed verew of asetoe prie indexes of Rss0ca'e 10
mjor trade parnrs (defined by ts vatue oft iorte from the oW u in pas_ to Nes1 O's producer
price laden.

IIOL SW I XastantL f1no1st Stetletlce, balk of NKsoes
em No Staff t" estee.



ee1u~~~ ue .swsomewo sin 1u $.$wa j

rm- 9.19- 9.8 9.6 mi w* or~~~~~~~~~ we we uses ~~~are araw arat orat 961
a's Olt re8 Va Ms0 Wus ares Wsri ares Ms at.u Batm ais.w aro to
rw- r4u- iraa- ruma- =at ore are a's we mt,s Wrm war warm waran an
5601- 9.81- 8*00- 51S am0 Weo 89.15 "rle orest Ml WWlt o s£atw a,"eanmt
£llt 9.11 5.81 rot5 Rot1 or"6 0rel` 1195t Was6 tat1 U.Ua 0L06 sales 616. 1
re8 9.e ret ire ams Wue *Vo W$O was6 el Bet arit arit ari a m
ea so's re VI GM 3Or01 ais "It. WI gas5 ari wis arms arins an
5.. el W- 9.1- ra9- £55 are0 a's eri L6 Ms1 arts, arI wre irrn a

tOr ce 06 10 0 a6 a6 10 so as so

9.13- Vs- rem rim gme Wi WIn art we gme oee arm oreso urm gms
VI" ra wig ea3 cm0 ore0 wII W51t we. tMs 6VAP Orto ar.8 11m O
eft 9.10 9.`6- 9.9- am8 are we6 *.i ore oss 99.8 WCm Wm6 Ores gm
C0- V89- 9.19 9.91- a06s all Gr1`1 Orsl W5 6s 91 0.0 0 wo wasamWS ro v rm m

C4 el"*~9 eng total en5 mm0 Was1 era era getsl sees "In iS 95.10 OWe sas
9.0t Ws,a e& re~ 4e11 ors ore osss Iras ems 66a9 seaa ina sri. ano
re 9.9 9`9 99 gmi Sels ores ore evG Mtn wet ores ores a," 0113
toll i's 9L 090 aint aes are art ol gms Bare ares Oors a,es eas
re0 irO 1.9 9.- Ms1 we Ws. 9erg Wt UP Wue Wes WV1. sel91 UP

90 go as is so a as to to 60 a is

woo eMt sei ams wa Mt
9.l8 Wall roew Va gme wno WI oni we eMs woe sras S5-06 StI mus
Wu ra. g.m en 018owaall oresO~1 we. W Mos wow SItl are19 06rt MOs
real 6110 9.0 ew5- no61 s1s we. ore iVe 61` Wmn WO uWas las uans
e*a £.1- we- 5.11- ant WS £Ar11 or" ores ams Isas was orb't 65.6 Wu
iru" 991 sl0t en5 mm Brat Will Wuo Was.9 Ms6 arm or"9 arm0 Wu Ms6
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TAWL 7.4.2 6L6CTW REAO ZNTERU=T PATh 0R4 MZ=toC 77"-18 ef

Intereat en 3 Hnth Cee

PtthadI l Hethod It af

cm Ca as 04 01 68 03 04

1977 -13.15 -4.13 -3.99 , -e.48 977 -6.3 -3.33 -3.16 -0.65
1975 -. 15 -0.68 -3.14 0.29 1976 -3.01 -3.76 -3.57 -4.16
1097 -S.01 -04.5 -0.71 -0.67 979 -6.@O -6.46 -W0.13 -7.64
im8 -14.8 -1.94 -6.65 3.68 1660 -5693 -3.07 -8.65 -1.60
161 -1.3a 2.79 9.a 4.81 1s -4.60 -4.67 -1s.67 -46o.
1065 -11.36 -6.44 -e6.0o -06.60 1065 -36.81 -39.66 -Q3.55 -189.7
1965 -36.90 -10.68 -10O -1.70 1065 -6.0 -3.00 -1.89 -1.64
1t64 -17.96 -6.67 3.15 -0.055 14 -1.83 -0.42 -3.60 -7.61
1065 -19.17 7.93 s.70 0.45 1655 -11t51 -t11.6
1986 -16.34

Interest en 6 Ktnh Coo

G1 62 as 04 t1 Q 3 04

1077 -17.67 -3.34 -0.30 -0.76 1977 -3.59 -2.16 -1.47 -0.63
170 -4.46 0.97 -1.46 1.44 1878 -1.01 4-.07 -1.87 -3.07
1376 -0.91 0.88 -0.65 -0.65 179 -6.79 -7.65 -10.62 -6.0
1060 -13.60 -0.65 -4.81 4.17 tM -4.98 -3.53 -3el0 -1.35
13 -4.6B 3.00 10.30 6.03 1981 -1.71 -6.05 -16.13 -07.45
196 -11.34 -17t.a -I7N5 -08.35 1390 -68.17 -66.50 -3.18 -10.t1
196 -7.75 -11.3s -1.66 -1.60 1831 -7.A1 -3.46 -1.56 -1.65
1904 -19.70 -6.71 1.07 -1.3o 1964 -6o.1 4.56 -5.06 -. 40
1965 -19.10 4.11 7.50 O.10 106 -11.89 -14.77
1l9 -15.65

lnterest an 19 Henh Coo

01 82 03 04 tt U 03 04

077 -17.06 -0.15 -0.80 0.30 1S77 -. 10 -0.89 0.93 0.78
1673 4.a4 2.62 0ox7 3.20 1676 -O0Yt -0.37 -0.17 -1.35
1670 -6.06 1.6S 1.10 -1.04 107l -4.16 4.06 -8.49 -6.10
1980 -14.01 -0.11 -3.18 4.73 18BO -sn3 -Q.7 -1.46 -0.81
19t -3.S4 5.13 10.43 6.67 1091 -0.09 -7.65 -16.04 -07.01
1990 -10.67 -16.65 -06.66 -03.18 186 -4S6 -833.04 -64.58 -10.07
.118 -40.64 -16.5 -60.5 -6.14 169 -1. -6.13 -6.81 -6.19
1094 -61.70 -1913 -4.61 -4.97 1634 -7.91 -6.30 -6.79 -11.51
16 -99.05 -1.59 -4.58 -15.8 196 -14.6 -19.44
1065 -6.5

bsterrty Anaett d Itanftin tue Inttstin rise

c1 OR Q8 04 81 8 U 04

197 36.81 10.81 16.94 10.41 1677 19.n 17.51 17.95 16.s9
197 30.65 14.65 1J0 13.63 1i79 17.77 17.68 17.73 19.1
1679 15.8 15.9 16.1 13.68 1376 93.01 90.06 00.35 286.4
166 41i.80 94.68 a.98 81.74 60 97.5 96.33 16.s4 8.u54
193 6.73 9.51 92.65 93.81 199 3a.7 44.33 65.64 V.68

16 *.44 76.67 11.93a 111.40 169M 119.6 114.68 100.90 67,40
1669 10.68 s2.77 63.67 60.9 193 79.7 67.64 3.31 gs0.
1s34 W9.1 62.03 4.33 49.608 196s4 .37 64.61 55.30 30.60
1681 0.47 44.98 4.47 60.30 1065 68e.7 7.04
1980 1116.4

O/ Re.L tnterett raes sore seLatuated ase re(1+1/4J-1 amerp 1i snominat Irtrest
p.intLtlen ret.

Ib.Hre p la U. quartrty songtLd Inftetln reto, aetouated orsp rtlqurtor qun reor t -tJ -
CPI4COeMr Price Snd

@1 HerS P is the scai rU of inftetisn for the pe rio, ceLeutecwd seO Pt yerlm(CF,0tStyeerh0tupr111-
CPIOtucmear Pr1ice nea quarter t.

aOuHO Ue* of Henies. *Nbiiodsroe seaansole end ON* 31sf? eotiatins.
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TABLE 8.1.1 PC0UMO NP PRtNCZPAL CRWS 1980-196
I Zn thousendo of metric tons I

1660 1901 1961 1983 1984 1966 P/

Saone 935 1331 943 128 948 950
pa1bo 12374 14650 10089 13061 12910 13616
RICe 394 430 337 416 484 780
sugarcane 3 3316 34080 3410 35403 36650

t use765 3193 4463 3400 45 3`103

Chis (dry) a s 84 17 20 29
Chita (green 737 56 70 616 BOB 530
Onion 39 B 315 375 60 414 475
pato 1068 6 913. 610 ON 930

Cspre 1in 176 17 01 300 200
Cettonood ic6 973 634 646 480 311
Pe_t 73 7 go 100 a7 4A

tsffour 460 339 831 277 I1n 353
8s00 137 67 7 so 64
soboane 30* 707 048 6 6s66 9

Apptes 3 360 S30 894 162 360
Avocado 461 401 4 460 424 460
owna 1438 160 17 1641 1660 160
or"a 4" 510 603 6 0g

Lomn 67 m3 I1n 6n 630 no
No" 6 3e 790 701 0 a9o 73
0reg 1746 1S 19 06 17m 1650
Poashee 10 191 16s 133 165 180

Altfatf (tpe 17300 17600 10600 16744 105 160
sarsey 30 651 3so 557 619 

Oeta 6 |4 94 71 251 181 300
Sorhua 4660 60 4717 464 5000 50

Cacao 3a 46 30 30 NA
Ch 1 kp, 108 so 70 108 110 s0
Coffee gSo a 313 313 123 NA
satic 47 44 4 a 63 5O
To*ats 130 1310 6o4 1472 175o NA

paten 0 303 goo 315 314 330
fheoborry 70 54 54 71 0 6s
)moqu so 1 78 30 41 NA

CWuuep 197 1e 16l 192 a48 NA
Tobcso 94 50 a S3 48 70

Pt PreLielna'y

SMJAM loorota'iae 0 AsteiLtMt y bastes H1idnuo aos.
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TA0LE 0,11. PRUQDION OF PRNCZPAL CROPO 1SM1-1

1901 1981 1903 1is ls ;

leone ~~~~~40,4 -09,9 35.0 -06.1 0.4
Mal so 17.0 -31.1 30.8 .1.A 7.0
Rieo 46.3 -01.6 2.4 18*3 61.11
SaaOGno -6.5 9,7 0.1 3a. 0.7
most 14.8 30,7 -I18S 30. 15.O

Chile tdry) 3.6 -17.8 'a0. 17.6 40.0
chite (groen) .0 84- 4,8 -12,0 -14,3 -1.5
Onion .- 0.5 93.0 11,0 -. o4 14*7
Photo .-0.4 13.81 -1,3 21.7 -6.7

Copre 4.8 1t,s a.0 -0.0 0.0
Cottomomd -104 -45.1 91.3 -30,4 30le
Pent 19.1 -00.7 44e0 -13.0 NA
SLfflower -8.4 -34.A 15.3 -8108 90ee
beas -641.1 a69.8 17109 'M 01 1s8.
8aXo)bee 110.0 -6.3 0.o0 -0.3 371

Aplea U.s -04.3 -1.6 -38*1 87.s
Avocido 0.0 '-1.3 -1e1 '5.l l6.
lnesn 11.8 -. 1 4.4 0.8 0.0
Grpes l0.. 1o.9 0.0 6.1 10.3
Loi 10.7 1.1a -17. -7.7 9.7
No" 94.0 -11.3 -0.3 0.7 4.3

Orae 4.4 9.0 3.7 -15.4 8.7
pooches 1.1 .3.1 -00.1 46.0 -7.7

Afalfa (gree) 9.e -7.3 1.5 7.0 9.4
rbeloy 4.0 -00.1 40.7 11.1 -13,1

cins 4.89 -04.8 53.5 -17. 10.5
sorghum 9.08 '09.5 2.7 3.4 30.0

Caceo -15. 53.8 -n0s -6J NA
Chickpea -14.3 -09J 54.3 1t9 -10,.
Coffee I3.5 18.0 0.0 -60.7 NA
serpic -.44 293 15.0 91.1 -00.6
Tooue" -0.0 -o.s 110.8 7.0 KA

Wion 0.8 -6.0 705 '0.3 5.1
Otremberry -30.6 0.0 31.o -0.0 1.8
Hnquan 6.7 -63.1 -0.1o 187 NA

Cucumber -. 0 -17.8 90.0 96.1 ^NA
Toco -38s 15.5 '@0.8 .00. 96.7

pd PreLialdusy

SORt Sersere do Agrculture y Ricurees NidrsuIicso
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TAW5 8A.1 MAAW AIA OF PRUICZPAL CWS 10l.1W
(In thoNuand of hootareoal

1ulO 1901 1001 108 1084 198s PW

among 1087 140 346 ale 202 3268
Main 87750? 00 "77 m1 790 we
RICO 184 192 gO7 1V 148 119

Segecemne 586~o all Su6 o0n 12 NA
_isat 77 140 l101 007 1081 1l68

ChtLe (dryl 11 14 20 14 17 NA
Chilt (grMnl el 41 s1 41 42 NA
Onug M1 18 as 80 2 NA
Potato 80 Is 88 74 71 NA

COpP6 1 186 147 1S leg NA
Coatonnd 3ON 240 8a0 2 308 NA
Poems a 7S so 33 79 PA
at? Lowem 438 474 92 453 9a4 401

Sesce 901 160 183 1t 1a 0
sabeens 180 2D8 418 3S1 47 94

AppLes 48 a 46 46 a Be
Avocado 54 s8 5 Be so 97
eanuna 73 76 7 73 so 48
Beau. 44 84 57 as 68 70
La" 67 3 all 73 87 a7
Wn.^ 04 80 9 80 69 n
Orop in 197 185 184 148 179
Peac,h. 14 08 87 7 32 a8

AtLfaLf (rni 141 155 24 243 218 NA
BortLy a4 312 311 3a 318 32
Oats 41 78 Be 134- 111 NA
sorghm 1971 108 11178 1800 1071 2070

Coaa O 6 so as 41 NA
Chi0kpe 135 146 148 1V7 134 NA
Ooffes 460 no S8u S1 467 NA
SstLI a 0 a 7 a NA
Tol tzs 73 39 003 7 NA

Note" 17 i 24 13 go to
Srowbarry 0 4 4 4 4 4

Nhnoquan 146 147 131 122 110 NA

Cwu*or t1 10 10 13 17 NA
Tabus 42 3B 40 37 31 43

Tot Princpa camps 163s8 18O 17798 103 170 1i6

P/ PreLiminary

80hE Sservarla de Agricutteo y Racugsoa H1drlwl1000,
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rAMu o.a.3 HAWIa ANA DP PPZNCIL CRO 190w-leg
t S dlotribatleo of asin orpol

*1690 165 1861 1903 1894 1605

loans e11. 13. 13.0 11.s 11. 13.9

ob1ie 4509 45.8 47.1 4.8 45.0 10.0
Rnoi 0.9 1.0 1.1 0,9 0.8 1.3
suO ner a3.o8 3.3 3.0 3.8 3.0
Whot 4.7 5.0 67 5.0 ,2 7.1

Chile (drdl 0.1 0.1 0.1 0.1 0.12 NA
ChiLn (grean) 0.4 0.a 0.3 0.3 0. NA

Onion 0,1 0.1 0.1 O.1 0.1 N
Potao 0.5 0.4 0.4 0,4 0.4 NA

Copra 0*. 0.7 0.5 0.3 1.0 N

Cottond 21.1 1.6 1.1 1.3 1.9 NA

Paut 0.4 0.4 0.3 0.5 0.5 NA

sffLour a1. R.S 1.3 2.5 1.5 1.5

saa_ 1.9 0.9 0,7 1.0 0.9 1.A

5oybana 1.0 3.0 2.3 1,1 1.5 3.1

Applob o.3 0.3 0,3 0.3 0.3 0.3

Av.oado 0.3 0.3 0.3 0.3 0.3 0.3
Senon.. 0.4 0.4 0,4 0,4 0.4 0.3

rapos 0.3 0.3 0.3 0.3 0.4 0.4
Loms 0,3 0.3 0.4 0,4 0,4 0.4

Nango 0,4 0.4 0,4 0.4 0.4 O.S
Ornge 1.0 0.9' 0.6 1.0 0.6 1.1
Pches 0. 0.1 0,2 0.1 0.2 o.1

ALtalta (green) 1.5 1.4 1.4 1.3 1.2 NA
Bortay 21 1.7 1.7 1.0 1.9 1.0
Oate 0.1 0.4 0.4 0.7 0.1 NA

Sorghm 10.1 10.0 9.4 10,4 10.8 13.7

Cacao 0.4 0,4 0.4 0.3 0.1 NA

Chlckpas 0.9 0.0 0.6 0.0 0.l NA
Ooffto 3.0 g.9 3.0 3.3 i.6 *A

aorLic 0.0 0.0 0.0 0.0 0,0 NA

Tontooso 0.4 0.3 O0. 0.3 0.4 NA

ftLon 0.1 0o1 0.1 0.1 o.1 0o1
reoboorry 0.0 0.0 0.0 0.0 0.0 0.0

I4ene*en 0.9 0.8 0.7 0.7 o.8 NA

0.0 0.0 0.0 0.0 0.o 0.0
oauabor 0.1 0.1 0.1 0.1 0.1 NA

Tobaceo 0.3 0.1 0.1 0.1 0,2 0.3

TotaL Principal crops 100.0 100.0 100*0 100.0 100.0 100.0

V Pretlinery

SOULC Saeroserta de Agriculture y Pecuroo HidrauLlcoo.
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TABLE 9.4.1 APPARENt CONSWWTZON OF BA8IC FOOD CRO 190-1961
(In thoustands of matr1c ton I

1960 1961 1982 1963 1964 196 

initial stocks 674 770 1933 1749 1269 16
Produ0tion 69 136 1714 1M96 1M31 130is
Imports 377 as" 640 4036 2481 1613
Exports 0 1 0 0 4 a
Finel Stocks 770 1933 1748 1281 1915 BOB
Consumption 12779 1416 14MS 22 15401 1467 15710

Beano a/
Initial stocks 2a7 386 329 B 573 401
Prdnwsion an 975 1404 655 t11Q w
loeort. me 490 164 46 79 1N
bporta 2 11 g 15 10
Final Stooks 388 319 69 S73 401 91
Consumption 1252 152 1091 1100 1856 1309

Rice at
Initila stocks 51 63 120 11 as 101
Production 466 481 673 478 425 484
IAports 0 0 0 a 0 0
Exporte a O 0 0 0 0
Finat Stocks 63 1go IV7 a 102 .
Consumption 458 408 Gs 5498 379 48

Wiet b/
Initial otook 713 780 s66 2241 1187 1374
ProducsIon 176 3193 3773 2936 48W 5183
Imports US 1022 435 64 5O 345
Exports 0 0 0 0 0 0
Finol Stocks 780 0 2a41 117 1374 10t
Consumption 3541 4141 293 4054 4828 5880

at Cyot ootobev-SOptsar
b/ CyLe froeprt

SOUCE, lnk of Mexico, COASPO an hortersa do A0gioultur. y
Raurce Hidru1icos.
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TABU 8,4.8 APPAREfr COW4TION OF BASIC fOW CROPS 1990-1995
(Indox 1080a100J

1960 1961 19l6 1983 1SQ4 1988

Initial stocks 100.0 Sa,i 221.2 200.1 148.0. 146,8
Pruduct1on 100.0 140.9 184.1 123.5 147.7 147.7
Imports 100.0 75.3 165.2 106.9 .85. 85.7
0tportg 0.0 0.0 0.0 0.0 0.0 0.0
Final Stocke 100,0 251.0 W29,1 188.4 250,0 250.0
Consumption 100.0 111.3 113.8 120.5 117.2

initiai stocks 100.0 170.9 144.9 394.3 529.4 252.4
Production 100.0 100.3 144.4 8.0 12o.o 120.0
Impotse 100.0 110.6 8.6 11.1 172 17.2
Exports 100.0 100.0 5500. 1300.0 785O.O 795.0
Final 9eocks 100.0 84.8 230.7 147.7 103.4 103.4
Consumption 100,0 1218 8.1 9.8 132.3 13.3

Rio. W~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~

Initia otooe 100.0 123.5 2353 249.0 109.8 109.8
Prdwuoin 100.0 86.7 143.8 102.1 90.8 90.8
Impot 0.0 0.0 0.0 0.0 0.0 0.0
exports 0.0 0.0 0.0 0.0 0.0 0.0
Finalt tokok 100.0 190.8 901.6 88.8 161t9 181.8
Consumption 100.0 96.8 140.1 i20.4 3l.1 83.1

wot bl
Initiat stocks 100.0 109,4 120.6 314.3 166.5 185.5
Production 100.0 114.6 135.5 105.4 181.8 161.8
mporte 100.0 124.8 89.3 7.6 82.0 82.0

Exports 0.0 0.0 0.0 0.0 0.0
Final ftocks 100.0 110.3 287,3 152.2 178.2 178.2
Consumption 100.0 116.9 79.8 114.3 136.3 136.3

/ *voto octobor-aptebesr
b/ Cycle map-spril

SOURCESo 1o* of Nexico, CONAUO nd 8scrotoria de Agrcultur. y
Rmurom H1idrulica.
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AIS 6J PRINCIP ANUICULt,M POPTU VALOS AM WOUIG ISlO-I9

T^U 4 6 ¢u 6 isat60 1 Z isa0 *1964 63

-no l - -s"

-Yeiue 1n a lloen pnoe Vole to tbedi .w - -

Cotton
Veins 360.6S 808J1 164.0 1111.6 IIe1 36.7
Vs Wm 171.6 116e 186.1 "e. 1t33. 77.0

coffee
vYin 4168o .el 8461 3836.7 4.4e4 431.1

184. 110 1. liem.6 116.6 177.o

VOLVO 46.6 4111 4,7 806 DOeO no.6
veis 84,a 10.6 16,7 11,1 19e3 6.0

Veins |11.4 in.0 183,6 118.3 16.7 166.8
veIum 87.1 411.6 =.J Wel.1 461.8 NA

Yllt ffeel essf ies
vein 17.4 13s.* 173.4 146.5 179.3 141.
Vs ume 466. 4003 41.6 86.0 394 la

"own eid muesim
vat" el.1 68.4 41.5 a4 .1 
vbum 166.6 146.6 80I. 56s. 84.4 N4A

VOLVO 81.1 13.6 7.6 1.4 40.0 1.7
Voil.. 146.6 118.4 116.s 149.3 14.1 N

Chcekpee
Veis 0ole. 66.6 14.7 8. 1401 10
vatum 83.1 * 4.6 34.1 78.3 men 440

Veti goe6 46.1 66.7 15.4 46.7 ff
Vsume 1#1 49.1 8906 34.6 3.4 PA

Vein fbee 1mes 183 10434 61.O1 1o31 PA

Teto Agro1teis0 bpns 1464.1 1877,6 106.6 moo i1664 NA

Tout Nt_bde 1_se 1513ss.0 16463. 11306.0 1318.0 84168.0 816.0

O Wish so ob el

801Im lb* of fistee laiZeelerSo 4t Cfosst btoruo'eu ed *B?ftem Am_eL.
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tABE 8.6 IWMORS OF EUWlC ARICULTURAL PUCTS 1960-105

: 190 1001 low 1903 19" loss

-. rnin VOl,g in a1ttlne ot paeosl Vwus In thousad tons

Yolue 566.0 458.l 37.1 634.4 375.0 15.0
VaLues 3M.3 3005.4 833so 4809.9 894.8 17.000

VaLue 8.t41.1 .3307 90.3 1.0 33.5 50.0
aluoes 443.0 400.0 147.0 1.4 119.0 14.0

Vatlu I 914*5 67.0 59.7 41.4 31,0
Valuel^soo . Il823*.6 1027.0 398.6 481, 34560 310.0

IsrgIiue'' 
Value "30.2 431.08 1047 403.09 100.S 64.0
Vs t8 5.0 27.00. 147.s 3808 846.5 8854,0

Vatue 138.4 35.0 1656 2,17.3 403.4 NA
VaLtu 521.8 1110.1 517.5 604.3 1313.4 NA

OIL Saudi
VoLue 15.5 14U.3 817.0 138.7 239.0 NA
vlow" 338.4 353.0 606.5 428.@ 537.5 NA

Vals Above 1510.4 1630.7 71.8 1485.5 1453.5 NA

Tota AgMe'iuturaL
Iuprot 1871.5 2804.1 e871 1610.0 6loss NA

TotaL 1brseadla
apo't 10638.0 93930.0 1448.00 6651. t114.0 1241 .0

SOIGOE uank a? zof ,eo Iuiagdloum de Ceaoolo lExterio.r and Z?fo Amasw.



TABE 0.7.1 ulWr PRICES OF MAIN CROPS 1100-18
($sx 6 per etric tona)

900 1961 198 1968 1984 1995

4299 627 98DG 1480 26163 .4349

So~~Oaoens 969m am0 19800 26670 3670 648000

Rice 6@4 7829 11111 w9o 519

Wheat 8456 4339 GM1 18166 236T 34575

SohuIm 3968oso 3595 46170 617 19400 29100

ben. ¶m500 14400 1055 27575 40D 61097

SOURCE# Om* otf fx*o. 
0



TAKE 8.7.2 REAL VUWPOPI PRIE OF MAIN carS 1M-io85 of
(Ia X pet metric tons)3

19B0 1961 192 183 1984 1985

Mbiai 64.1 n.5, M92.6 743.3 307.39 80*5

oboeus 1230 1299.5 113115 133.91 1198.4 1279.0

Ries 1264.8 1211.0 1O8.4 10189.0 1135.6 1182.2

IU-te 601*7 671.1 628l. 655.2 737.1 M 1.3

brglhus SOl'e 551.5 449.2 440.9 wall 681.6

Dome 2098.9 2227.7 1700.4 137e. 1247.1 1221.0

et Oetlated by the WP impticit tndex.

BMWICEo ban ofr bxt oo
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Sets* lbeldp sate subsidy Sates Subsidy

yousjS KUO NWo Tha.a td N bOuS Thavlafds *ox$ buSty
of tons lltt, It,t of _un I"tL IItl. of tt NiLt, I"Itt.

Not s 4,4*1 1.50 .4 7,03. 4,01,01 14,710,0 6#134.A 4,t9i.4 82.400.? 15,5793.
aon" 335.8 3,32.0 1,116.7 161s 4,640j Is661. 648. 0.612. #3,03.

SasIlurI 1,46.: 491,000 somas1 39 75.3 60 ,10410 4,301,14 116. ta8.8s
Ross Wes406. 8 106.4 1,1 0.4 (1o003 1e30. 8,15.6 Is.0a
bto 0Get '., 0.1 (5071 0.0 0.0 6.1 0.0 0.0 0.0
Psewa UIt J tome. twos.) 131,o S,om.7 0,09 13.6 4,0100 133.6
Il Sd 308 'du's. 7 NJ.0 0.0 661 s6.8 640 6e,07o 3,43.3

Ott 13.1 83 34.0 10.4 43.0 (113083 3*0 13710 3730
Pm Nut 1470 1,6.0 70. 01. 1,. . 139.1 4,706.0 l131.

TotaL 0,757.4 36,146.4 11,33.4, 8,489.4 413.4 86,033.0 14,3.3 9l0,000. 3,0106.?

,1903 low INS

0.1. i Sablip btas ouidy 0. S dy

?baadu NU. b Thumad Nbi bO N$ S b
ofe?o I. ttt l, MtlW ofI. "tatt. It tno lL. MIlLM.

NoIe 4,07. 474713 59,10.7 .77 66,08.W0 ,8650* 4V,8 13t700.8l 70,104.
_su 637. 14,3, 1,093.0 570.4 3686. 74.00 465. 36,571*. 011.

WIs 8,3A 304, I loe1,0 40.015. Ne.S MA. 24,11 18,103s
bw_Iuaa 4,091.7 36,716.4 44,057.7 4,457,0 36,577.0 16,004.0 3,356.7 07,83. 85,8740
31.. 14. 3,om, m 140.0 0,1.0 M.e 3360a 13,0 N..

6440 1,7o3mas 146.4 14 g,7. ,.44 334.1 10,33s 1,401.8
ftsad WI Lb 135 s,omas 1,3.0 5.0s 10786.7 416. 140.0 3434. pose
Olt beB 3MA.8 6,138. 16,45.3 1e. 0 . 87m3. moo 10,166.0 1,.616.0
OLt Q12. 4,771 ?V 11.4 1.63.3 8,040.4 16.7 3am0. N.s.
Pmu pt N3.0 7,41.8 3948.1 400 13,773.0 3,0 6.0 113.1 0,17m U.S.

T"ot 119,14.3 101 ,3, 11716.3 1l3,. 0,0178. 1M0e,o. 6,0.7 3 .1 1,0

/ This lnftrlon cos. onty tlbs Joso vsoh" IOtU p*slo.

8AM mtl0rat amA.1Uto of n8111s116e, emIphg Vs Intou1 ObLes1n
baumel x htofieof soiwess.
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TAKES 6.6. CONAflIIlOA 3yL GUN1 445 3313 1SW-161 S

__bid _ Ig ,usd __le Suid

TheSsed NU$ Rmn6 Thouanus mW Theeaaas NSu$ V

of t NM. ill. i tll. Ofte S ii. NUll. atsW Kill. ill

H1an 4,846*1 il m*4 5,313.6 4,056.8 11,161.4 A 4,405. 4,336e4 14,617.3 5,835.3

an"es 333.3 3,634.0 793.7 361.0 871O.7, 1,931.6 5.0A 6,41 609.7

won 1io90. u4aa M's 0*4 1S.3 MA8. ome.$ 11,866eO 1,170.1

S0urgIu 1,846.8 4,136 1,336.6 8,73.8 7,8gS*$ 3,313. 4.361.4 1931,360 8''.S

also 6.1 013.6 na.se 1011.4 1,118.4 (610571 *13.0 1,80. 7.

Barley O. 08 (0.591 0.0 0.0 0*1 0.0 0.0 0*0
Poail MIlk 71.7 t,00.6 (3WA4) 131.6 3a,.4 104.6 1.6 3mA4 WA.6

OIL 6." 30.a 3.7 "66 8.5 6,ow. 40.8 4.6 4,S3S04 1,10.0
011 loss.8 331.6 34 16S4 was. (65,431 3oo 111. 1s.5

Prests1 Keel 347.6 1,6066. 33.6 333.6 161 4164. 8601 1,6701 48
0.0 0.0

7t5t1 ,0767.4 16,1145.4 7,16. 6,146.4 3,36. 10,0 14,113865,767 11 ,l64.8

less 1994 16l6 V

Isle Subsidy sates Subsidy kilss Subsidy

Thomasaw NOR6 NOND TIheusmee Nu$S NU$ Tha.asud IbiS Ii

if tees ill. Kitil. of to"e Kill IMtI of es K"til. Nitt.

Noin 4,667.7 13,418.6 6891.7 4,667.7 11,.43.8 ,893.5 4,887.6 13,10.4 4,87.3

W7. 4,08.6 moo 57.4 8,65 7.4 43.6 $8,4857 me

Uneet 3,1.8 6,$46.3 3 1,6A15No.7 866,8 W 777.0 m,615.7 334.7

Umegbhg 4,011.t 10411.l 7,330 4,45. 11,706.9 3,00.6 3,968.7 10,133. 145

ales 146. 1,10.1 146.6 1,401.0 we 3.6 ,86.6 us

brIby 644.6 1,660 MO 36.1 64.6 1,13966 1010 36A 1,135*4 61.4
Psopr ofiLk 3l5s8 6s61. 8. Iv.e ,057.t 43,0 140.5 ,647. No

01t agso 35.3 3,766.3 6,161.1 51.8 1,63.6 0,464,4 330.6 1,1.4 1t0O0
0lt 313. 11,354 160. 114 05.7MA I se? 16.7 3Ma.1 N

Proein lt 33.0 t,1oil0 564.1 401.6 180,7 6041 1.1 5*.7 Ns

T7t.. 18,014.6 46,06.8 lt,10 1%3,034 41,146.8 17,58J 0,5I.7 36174.4 7,331

*a sLos worr dfttated by th egrioutture producer loft 168810 and

umbeldias by tWo oee priee Iedex 167P-10
b1 This lefeussss aomp only the . eu_ury4Iswsr 16 period,

lOUME Bombat t nstItute of Sseities. Isogrephy ad 0fnrmtlo, obLetn

Na_onis is Zteuw e boemnia.



T4A985 9.1 rnmwco OF FEIOLEIM AND G1 1370

Totot Predotlton of Produscton ot PioduotIiz ON
bsers Onud Oft Cnrd O11 Nbtours .e.
IIltl bbtj lUlt bbtl Emit bbS/dayl (111 i tS

178 40194 48. . .7
1979 46,0N 541.? 1.484 0951.0
1080 90.196 709.0 1.$" a9460
tau 73,m 68.19 Elsie 4060.3
lDow 72,0006 l.OU.4 1.748 6A46.8
801 72,5007W. 19 el6 4063.0
1s"4 71,750 8W'.6 R.695 37m2.6
¶ p 70,P"0 850.1 a.9 660.7

P/ preliminary

SIMIRs PFume 9eorto de ltsouts low, o



tD | 0 " 1 ° - 209-.4°

3~ ~ 0 600*S
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g° wemmea
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TrABLE 0.1.1 OASIC PETRSENJCALS 197--905

Prodctlio hi.. bports

t~~nt Tos _t Am,Tb. IDee.tr 11111 p... Tee.. 1s1. US.

1970l 5,70.1 11l,0. 790,fa 07.5
1370 0,346. l,077*. 750,000 107.7
1o00 ?$14.0 17401110 73i0 115
1s01 0,160.0 31 14114 153.0
19og 10,109.0 84,044.0 W2,9 140.4
IU 11,164.51113170.6 Moses 19.09
s11S 11,10.6 172,109.0 570145 17 '

iSOU Pt 11,#401.7 164,8.3 833,51 76.1 

Pt pI.ilhbtV

0OUMEo FEM9 wNswarfe de La.o 1b9.



TABLE 9*3.1 IllDEa OF IiIXDUiIAL PRWUCGISN 191771-8
1M170=1009 period ovarege)

1t7 lg78 is-m 1ow 11 1992 1663 1984 105 19 19

Joni Ffab
baurel Index of
Ir0iw t Activity 1s5.0 log.5 197.4 205.7 22s.s 219.5 1U7 209.2 19.5 1110J 0212.9

WIninga' N182.7 174.5 90.1 244.6 22.380m. 9 iB.. 304.5 s.11 1.6 2600.0

Panoterqir b/ 151.6 11M.6 184.4 198. 1113.5 206 10.0 100.3 o0o 20 21.6
osumar bode 145.9 15a7 176.6 164.5 1W7 198.9 10.9 1$.5 164.4 1li.4 163.6

Duufte 11.9. 17.8 M.S 219.6 3.5 211.6 1918.9 174.1 195.5 10.7 173.a
bn4wrl1e t438,7 19g0 1671 17.6 Ines 198.1 l19. 17.6 164* 164.9 17.7

In1e 1diet bods 15.J 171.9 199.9 01m.$ Moo 3189.5 198.9 218.8 35.5 217.1 MIR
Capitol Fometien 163.4 198.8 22*1 246O. 377.7 237o9 177.6 199.7 22j 198.8 919.0

.mstnotlie 149e. 163.1 194.7 206* 212.1 220.$ 175.4 12.l 197.9 176.4 167.*

atectriilty 168.9 214.5 3. 251.7 272.4 9.3 819.9 309 30.7 MO.5 M.7

Fotreim ./ 179.6 211.5 260.4 810.51 31.8 50o 401.6e 413. 411.5 6.6 354.1

v/ Itsloso extrotion of erode all d NWnturtl goo
b/ In du,dOim retining of crud t oil enw derivatives badslc petmbunictls
./ Isutudesa eabrop for mining |8JC 0OM fee the oxtretfon or crude o1i

eaS natural gee) en twe subgroups of aofectaring (Oe 3301 aud 3401
for mrfinfog sadl beic poitreoemicolsD

SOME# Seek of limbo, Oluulicuores Epoemmie.



TABLE 9.3.2 INDEX 0F IMSRAL P#W0IOXN 197?-mIS
(Arnie. or gronthu)

1977 t197 1979 1900 18"1 1161 1999 1994 1995 1699 tm

Jon Fab
Gbeeral Indox of
Iudustril Activtyt 3.1 10.9 11.2 0.9 6.9 -e.o 0.0 4.9 4.9 4.5 - 3.7

Mining .1 7.9 14.8 14.7 M2A 15.3 9J -e.7 1.5 0.4 -4.5 -10.9

aNufaoturtug q/ 2.8 10.1 10.5 7.9 7.4 -3.3 -9.0 54 5.9 -3.2 3.9
Co...r BMWs a's 7.7 9. . 8.9 -1.6 -. 90 2.6 4.9 -1.0 0.'

Durables 0.4 19.9 12.9 9.9 0.6 -1.6 -40.2 3.1 12.3 -7.1 -4.1
m-4Ruroablo" 4.0 a.5 01. 6.3 ll0 1.0 -3.6 2.6 3.4 0.a3 16

Intermediate GoOd 2.93 10. 10.4 9.2 7.2 3,10 4.9 7.2 6.7 -3.7 5.1
Copitat Formation 0.5i 1.6 14.2 11.4 53. -37.0 -25.3 0.9 14.5 -12.9 13.3

Construction -3.0 13.0 13.2 12.7 11.5 -5.1 -20.4 3.0 3.1 -6.1 -5.2

Electricity 10.0 a.9 9.? 7.0 O.l 50. 1.6 560 7.0 -3.1 1.8

Fetrolowasm1 10.1 17.6 19.4 94.0 19.7 9.0 1.7 3.0 -0.6 -5.5 -9.9

Inoludes etroct1on of crud o11 and nraturatl g
hb Iniudes the reflan1a of crod. o*ll e d.rtvettvoe end basic pgrotchemloels
m/ Includes a subogrup for mining lStlC 0001 for the extraction of crde oil

and natural goal o) two subgroups of mnuftcturog ESRIC 3901 and 3401
for refining and bosia petro 0m0ltsl.),

0OURCEs Sook of Shame. lmlisedoree Eco.toeoe.



TAUk 8.4.1 Il( OF W: FTMJ 1Rs1 uIrI 1977-169
(19701400s period ove.es01

1977 1978 1O79 190 191 16w 199 1994 Pt 198 pt l8a p1 10s W

Jon Fdb

Genrat Iradex 151.6 166.9 164.4 188.9 915.5 306.5 160.0 99.2 212.1 205.2 212.8

Food, blnrgos on Tobwco 137.5 145.7 156.9 10666 175.1 189.8 181.7 184.6 180.1 212.4 207.4

Text11em sud Clothing 140.6 140.0 168.9 168.6 179.6 109.6 1568.6 160.0 1SO. 15C.5 i56.2

Umo Prouote 142.7 153.0 166.7 160.0 167.0 193.6 166.8 163.0 208.6 179.3 160.2

FPe ornd Printing 147.3 157.6 173,4 102.2 168.2 203.7 1932.6 96.0 227.1 219.6 217.3

Chimcel.s Idaber nOd Plasti 185.5 021.1 21 242.7 202.3 267.5 266.6 280.0 29.4 9.0 285.4

Kingrelt NOR-ilatelics 140.6 161.3 176.5 193.4 20.8 164.7 158.2 182.4 176.1 156.6 164.7

Basic Natelo 151.1 160.9 195.4 202.1 209.2 190.6 177.9 209.0 199.1 t69.0 193.8

Natl Producta and obiwry 1569.9 186.0 217.4 24e . 270.6 289.9 175.0 17.0 M0.1 197.3 259.3

g Prlimiasrr figure..

UAU96Es Ban of Hu1lce Vladores, Eson icos°.



TAKS.E 934.2 JM)EX S0 IWACITU FI(DUCIUUII 127-1811

16 170 186on tesi am am le". es 9 1 1m w/ INS P1
- - -~~~~~~~~~~~~~~~*g - -t - -

ion Fab.

e des 10s. 0l.a ?.0 7*4 -9.8 -0.0 6.4 41. -a.g a's

Fasd# Ibwtesag cud Tabace G.1 7.8 6,G Be1 4.1 -6.3 1.6s S. 11.7 -3.4

Tstito.. ad Clot.Un 5.3 10.7 2.9 *.7 4.7 -7.5 2O 6.0 4.- 3.1

Wbe Pedute 7.2 10.9 6.1 390 3a5 -3.e 3.6 82 -14.1 as-6

paper od Printin 7A 6.6 30.3 S.a R.3 -6.5 7.0 10. -3.3 -1.0

Ch.ie.. Rubbe od Pil 8.4 . .o OS e. .1 2.0 -0.3 G.a J -s.a 6.1

Sluaaor.t be-htetlo 14.6 10.7 e. 1. .0 4.0. -4167 15.3 1e.3 40.3 311

bole hta&917 so's0 8A a3. -6.S -7.1 17.0 6Rh2 0.2 -0.4

Wetel Product d boblncrp 19.0 15.1 11.7 11.4 -13.0 -14.6 7.9 16.7 -10.0 16.2

Pr.i1mlatv figure.

SlMWCe Ban of Sxale. *&d.re. bErnie.. 8 .
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