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be Governor of his or her state, and then
return to Congress again; or be a Cabinet
Secretary and then a Member of Congress. As
a result, those Senators and Deputies who
have held significant other positions in gov-
ernment or within their parties tend to hold
the most influence in Congress, while the rest
have much less influence.

Currently the PAN (Calderdn’s party) is the
largest party in the Congress with just over
40% of the seats. The left-of-center PRD is
the second largest party and forms a bloc with
the smaller Workers' (PT) and Convergencia
(PC) Parties. The PRI, which ruled Mexico
for 71 years, now has only a fifth of the seats,
but it has maintained considerable influence
by becoming the deciding vote on key issues.
Several smaller parties also have seats and
occasionally succeed in exerting influence on
specific issues.

The Judicial System: Mexicos Supreme
Court, with eleven justices, is the highest
court in the land. After years of subservience
to the President, during the period of one-

Composition of the Supreme Court

Chief Justice

Guillermo I. Ortiz Mayagoitia

Justices

Mariano Azuela Guitron
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Olga Maria del Carmen Sanchez Cordero de
Garcia Villegas

José Ramon Cossio Diaz

Margarita Beatriz Luna Ramos

Sergio Armando Valls Hernandez

Genaro David Géngora Pimentel

Sergio Salvador Aguirre Anguiano

José Fernando Franco Gonzélez Sala

party rule, it has gradually established itself as
an independent arbiter of constitutional law
and gained considerable credibility. Not so for
the country’s remaining courts. The Mexican
legal system was constructed for an authoritar-
fan system and retains many of the same
ambiguities it has for decades. Most court
decisions can be stayed by judicial orders in
other courts, with low standards of proof, and
most citizens express limited confidence in the
courts, other than the Supreme Court. Mexico
has both federal courts and state courts with
separate jurisdiction.

Several states have been innovating in ways
to improve the justice system, including
allowing oral arguments for the first time,
providing legal services in indigenous lan-
guages, and hiring public defenders.
However, judicial reform remains one of
Mexico’s most important future challenges.

State and Local Governments: Under the
one-party system, state and local governments
operated largely as extensions of the federal
government with few resources or real pow-
ers. Since the mid-1990s, however, state and
local governments have gained resources,
functions, and powers and now represent
around a third of all public expenditures.
Most education and healthcare has been
decentralized to state governments, and
municipalities are responsible for most basic
city and county services. States and munici-
palities remain dependent on federal transfers
for a majority of their budgets. While some
argue for giving them more power of taxa-
tion, others worry that the vast economic
inequalities would mean that poorer states
and municipalities would be unable to raise

sufficient tax revenue.



State governors are becoming increasingly
influential actors in national politics and their
association, the National Governors’ Congress
(CONAGO), has become a force to reckon
with in national political decisions, including
in debates on fiscal, education, and energy
reform.

The growing strength of state and local gov-
ernments contrasts with important institutional
weaknesses that they face. Most state and munic-
ipal police forces are highly ineffective and some
have been subject to cooption by organized
crime; transparency in budgeting is often defi-
cient and funds can be subject to misuse; and
electoral laws for municipalities are archaic and
privilege local powerholders over real democratic
competition. However, even with these deficien-
cies, many state and local governments are also
increasingly becoming sites of experimentation
in judicial and police reform, social policy, and
economic development.

MEXICO’S ECONOMY

Brief Historical Overview: Mexico’s economy
has gradually become one of the most open in
Latin America with sustained growth in recent
years. However, roughly half the population
still lives in poverty and inequality appears to
be increasing.

From the 1950s to the 1970s, Mexico’s econ-
omy grew robustly, averaging over 7% annual
growth, on average, during the same period as
the United States’ post-war economic expansion.
During this period, Mexico followed a policy of
Import-Substituting Industrialization (ISI) with
high tariffs for imported goods and government
support for domestic industries. However,
despite overall growth, the country experienced
repeated economic crises, often linked with the
transfer of power between Presidents. In 1982, a
particularly sharp economic crisis took place,
driven by the drop in world oil prices and the rise
in international interest rates. Mexico declared a

Public Spending by Level of Government, 1983-2003
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Source: Author’s calculation from INEGI public finance statistics.
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moratorium on its debt payments. Although the
government eventually reached agreements with
major lenders and the IME the economy
remained in crisis throughout most of the
1980s, with a significant deepening of poverty.
In 1990, then President of Mexico, Carlos
Salinas de Gortari, hoping to stabilize the
Mexican economy by attracting foreign invest-
ment, approached then U.S. President George
H.W. Bush about signing a free trade agree-
ment, similar to the one the U.S. had just com-
pleted with Canada. The Bush administration,
in search of new economically-based policies in
the hemisphere to respond to the realities of the
post-Cold War world, agreed. The Canadians
joined as well. The North American Free Trade
Agreement (NAFTA) was negotiated through-
out 1990-92, signed by the three countries in

1992, and took effect on January 1, 1994. The
NAFTA negotiations initially helped jumpstart
economic growth in Mexico, but insufficient
regulation and poor management led to a severe
financial crisis in 1994-95. The country began
to recover after 1997 with slow but sustained
growth over the subsequent years.

Poverty and Inequality: Mexico is one of
Latin America’s more unequal countries with zip
codes as wealthy as parts of the United States
and others as poor as Haiti. While it boasts sev-
eral highly successful multinational corpora-
tions (e.g. Cemex, Femsa, Telmex, Vitro, Grupo
BAL) that compete globally and six citizens on
the list of Forbes 200 wealthiest people world-
wide (including the world’s wealthiest person,
Carlos Slim), almost half of the population lives
in or near poverty according to official statistics.

Growth in GDP and GDP/Capita, 1990-2004
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There are important regional and state-to-
state differences, however. GDP per capita in
Mexico’s five wealthiest states, mostly in the
north, is three times that in the five poorest
states, mostly in the south. The north of
Mexico, which has long-standing economic
ties to the United States, and fairly good
infrastructure, has been able to take advan-
tage of many of the opportunities created by
NAFTA. The south, with limited infrastruc-
ture and less access to education, as well as a
large number of people who live off of subsis-
tence or near-subsistence agriculture, has
been largely unable to participate in the eco-
nomic opening. Moreover, the agricultural
chapter of NAFTA, which allowed for impor-
tation of more heavily subsidized U.S. corn
and beans, appears to have undermined fur-
ther the farm economy in the south while

stimulating export-oriented farming in the
north. It was perhaps not surprising that
President Calderén won almost all of the
northern states of Mexico, which were anx-
ious to continue his predecessors’ policies of
market opening, while almost all of the
southern states voted for Lépez Obrador, who
promised more active state intervention in
the economy.

One of the government’s most effective
social policies has been Oportunidades, a cash-
transfer program for the country’s poorest
houscholds. Families that qualify receive
monthly payments for their minor children
on condition that they remain in school
and participate in regular medical check-
ups. The program, originally started in 1995
as Progresa, was extended from rural to
urban areas under the Fox administration.

Percent of Mexicans Living in Poverty and Extreme Poverty, 2000—2005
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Mexico Poverty Headcount-2002
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Data from “Poverty in Mexico: Conditions, Trends, and Government Strategy” World Bank Poverty Assessment, 2004
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Oportunidades now covers five million house-
holds, almost a quarter of all Mexican fami-
lies. Similar programs have now been started
in Brazil, Sri Lanka, and several other coun-
tries, based on the success of the Mexican
model. The program is credited with reduc-
ing extreme poverty in Mexico considerably.
However, it is no substitute for generating
employment opportunities or stimulating
investment in productive activities.
Education: Education indicators in
Mexico have improved noticeably in recent
years, rising from 7.45 years of education in
1974 to over 9.45 years in 2004. However,
these numbers are still low and only 14% of
the population completes college. Resistance
from the teacher’s union, which has strong
ties to political power, as well as inertias in



Tax Revenue as a Percent of GDP in Mexico: Oil vs. Non-Oil Revenue 1993-2004
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the system and limited funding, have pre-
vented more successful outcomes in the edu-
cational system.

Telecommunications: Many Mexican
industries remain dominated by only a hand-
ful of companies. This is perhaps most evi-
dent in the telecommunications industry
where there are only two private television
stations (Televisa and TV Azteca) and in tele-
phones, where a single company (Telmex)
controls almost all of the market. In 2006 the
Mexican Congress passed a law to regulate
radio and television that appeared to consoli-
date the control of the two private networks;
however, a 2007 Supreme Court decision
may overturn some elements of this law.

Energy: Mexico is the world’s fifth largest
oil producer and the second largest supplier
to the United States (after Canada). However,
the country’s production has been unable to
keep pace with demand, and it is now a net

importer of both gasoline and natural gas.
Since the Mexican government expropriated
all energy production and marketing from
private companies in the 1930s, these func-
tions have remained a monopoly of Mexico’s
government-controlled oil company, Pemex.
Both the Fox and Calderén administrations
have been interested in encouraging private
investment in some aspects of oil exploration,
without giving up overall control; however,
this remains a highly controversial issue, with
a vast majority of Mexicans opposing signifi-
cant private investment.

Revenues from Pemex also supply over a
third of the federal budget. Most experts rec-
ognize that Pemex’s contribution to the gov-
ernment’s operating expenses have often
come at the expense of needed reinvestment
in the company itself. Taking advantage of
high oil prices, the Mexican Congress passed
legislation in 2006 to allow for greater rein-
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vestment of oil revenues within Pemex to
upgrade capabilities for exploration.

Fiscal Policy: Due in large part to the avail-
ability of oil revenues for public expenditure,
Mexico has one of the lowest tax rates of any
major country in the Western Hemisphere.
Taxes comprise only 11.2% of GDP, although
high international oil prices have increased
overall public revenues in recent years to
around 19% of GDP. Low public finances have
meant a limited ability to engage in needed
investments in education, infrastructure, social
development, and the modernization of the
police and judicial systems.

CULTURE AND SOCIETY IN MEXICO
Mexico’s population is around 103 million
people. The country has a rich and varied cul-
tural heritage, with roots in indigenous and
Spanish traditions, as well as those of Africa,
the Caribbean, South America, and other parts
of Europe. The original encounter between
indigenous peoples and Spanish settlers has
been augmented by centuries of immigration
and contact with other parts of the world.

Today around 7-12% of Mexicans are
indigenous, and they speak over sixty different
indigenous languages. Most of the rest of the
population is considered mestizo, that is, of
mixed indigenous and European heritage,
although there are many who trace their ances-
try to Africa as well as many families who have
immigrated more recently from Europe, South
America, or the United States. Indeed, there is
a community of several hundred thousand
Americans who live in Mexico today (some-
where between 300,000 and one million).

Mexico has a long tradition in the arts and
literature.

Mexican Cinema: Mexico’s cinema set the
standards for Latin America in the 1940s and
1950s before going into a long period of
decline. In the 1990s Mexican cinema
returned with three major directors on the
international scene: Alejandro Gonzilez
IAarritd (Babel, Amores Perros), Guillermo del
Toro (Pan’s Labyrinth, Hellboy), and Alfonso
Cuarén (Y Tu Mamd También, Harry Potter
and the Prisoner of Akaban), all of whose
movies were nominated for Oscars in 2007.
Mexican actors and actresses, including Salma
Hayek and Gael Garcfa, have also been high-
ly successful internationally.

Music: Mexico is home to a variety of
musical styles from classical music to love bal-
lads to punk rock. Among Mexico’s most
popular singers on the international scene are
Juan Gabriel and Luis Miguel (romantic bal-
lads); Paulina Rubio (pop); Mand (rock);
Maldita Vecindad (hard rock), and Los Tigres
del Norte (nortenia).

Painting: Frida Kahlo is among Mexico’s
most celebrated painters and her work has
gone through an international revival in
recent years. Her husband, Diego Rivera, was
among an influential group of mural painters
who had a huge impact on Mexican art in the
period from the 1920s through the 1950s.
Other leading muralists included José
Clemente Orozco and David Alfaro
Siqueiros. Rufino Tamayo was one of the best
known contemporary painters in Mexico.
Francisco Toledo is perhaps the most influen-
tial living Mexican painter.

Literature: Mexico has a long literary tra-
dition that spans poetry, short-stories, novels,
drama, and non-fiction writing. Among the
most well-known writers abroad are poet



Octavio Paz, author of The Labyrinth of
Solitude, and novelist Carlos Fuentes, author
of Artemio Cruz and The Crystal Frontier.

Avrchitecture: Mexico has had several well-
known architects, but perhaps none better
known than Ricardo Legorreta, who has
designed the Museum of Modern Art in
Monterrey and the Camino Real Hotel in
Mexico City, among many other buildings in
Mexico, as well as several homes in the
United States.

Folk art: Mexico boasts of an extensive
array of folk art, including brightly colored
alebrijes (woodcarvings of animals) in
Oaxaca, beautiful Talavera pottery in Puebla
and Guanajuato, decorated carnival masks in
Guerrero, and painted clay figures from
Puebla. Indigenous peoples in Chiapas pro-
duce traditional textiles, stunning for their
intricate designs and beautiful colors.
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A list of readings and useful websites in
English for those who wish to do additional

research on the issues in this volume:
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U.S.—Mexico Relations, www.wilson
center.org/mexico
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Between Partnership and Conflict, New York:
Roudedge, 2001.

Jeftrey Davidow, The Bear and the Porcupine,
Princeton: Markus Wiener Publishers, 2004.

Guadalupe Gonzélez and Susan Minushkin,
editors, Mexico and the World 2006, Mexico
City: Centro de Investigacién y Docencia
Econémicas and Comexi, 2006.

Sergio Aguayo, Almanaque México — Estados
Unidpos, San Diego: Fondo de Cultura
Economica USA, 2005.

Andrew Selee, ed., Perceptions and
Misconceptions in U.S.-Mexico Relations,
Washington, DC: Woodrow Wilson Center
and Letras Libres, 2005. Available at
www.wilsoncenter.org,

Josefina Vézquez and Lorenzo Meyer, The
United States and Mexico, Chicago:
University of Chicago Press, 1987.

Robert Pastor and Jorge Castafieda, Limits to
Friendship: The United States and Mexico,
New York: Alfred A. Knopf, Inc., 1989.

Rossana Fuentes-Berain, Andrew Selee, and

Heidy Servin Baez, eds., Journalism beyond
Boundaries, Washington, DC: Woodrow
Wilson Center and Foreign Affairs en
Espafiol, 2005.

Jonathan Fox and David Brooks, eds.,
Cross-Border Dialogues: U.S.—Mexico Social
Movement Networking, San Diego: Center
for U.S.—Mexican Studies, University of
California, 2002

NAFTA AND ECONOMIC RELATIONS

Sidney Weintraub, ed., NAFTAs Impact on
North America: The First Decade,
Washington, DC: Center of Strategic and
International Studies, 2004.

John J. Audley, Demetrios G. Papademetriou,
Sandra Polaski, Scott Vaughan, NAFTA%s
Promise & Reality: Lessons for the Hemisphere
from Mexico, Washington, DC: , Carnegie
Endowment for International Peace,

2003. Available at http://www.carnegie
endowment.org.

Gary Clyde Hufbauer and Jeffrey J. Schott,
NAFTA Revisited: Achievements and
Challenges, Washington, D.C.: Institute
for International Economics, 2005.

David Bacon, The Children of NAFTA: Labor
Wars on the U.S./Mexico Border, Berkeley
and Los Angeles: University of California
Press, 2004.

Edward J. Chambers and Peter H. Smith,
eds., NAFTA in the New Millennium,

La Jolla, Cal.: University of California
Press, 2002.

John Burstein, U.S.-Mexico Agriculture and
Rural Poverty, Washington, DC: Woodrow
Wilson Center, 2007.

A Strategy for Building Competitiveness Within
North America, Washington, DC: Council
of the Americas, 2005. Available at
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MIGRATION AND MIGRANTS
Migration Policy Institute and Migration

Information Source, www.migration
policy.org

Task Force on Immigration and America’s
Future, Immigration and America’s Future:
A New Chaprer, Washington, DC: Migration
Policy Institute, Manhattan Institute, and
Woodrow Wilson Center, 2000.

Jeftrey Passel, Unauthorized Migrants:
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D.C.: Pew Hispanic Center, 2005.
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Transborder Institute, University of
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