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Globalization and Democracy in Mexico

Ilán Bizberg

1. Liberalization and Democracy.

In this article we analyze the relationship between democratization and globalization, both from the perspective of how the specific configuration of the Mexican political regime has had an impact on the insertion of the country’s economy to the international scenario, as well as from the perspective of how this latter has in its turn affected Mexico’s transition to democracy.

Although globalization is often spoken of as a homogeneous process, which is supposed to produce similar effects everywhere, this is obviously not so. Each country has a different economic structure which modifies the manner in which globalization affects it, globalization effects on a particular country passes through economic, social and political mediations, it does not simply impose itself upon countries. One crucial mediation is that of government elites. According to Theret, globalization is not a phenomenon merely endured by the State, but it is instrumentalized in terms of a strategy of government elites. In most countries in the developed world, but also in countries such as Mexico, governmental elites had seen their capacity of action strictly reduced through the engagements implied by the Welfare State, this gave governments a low margin of maneuver: most resources and capacity of decision were established in advance by engagements in terms of education, social security, pensions, etc directed towards different sectors of society. The political elites that, in the seventies, took power almost everywhere in the world were imbued by the neo-liberal ideology, modified it into a discourse on the ineluctability of globalization. The neoliberal project of reducing the weight of the State, which meant getting rid of its constraints found an ally in the forces of globalization to weaken the forces that resisted the transformation of the Welfare State. In this sense, globalization substituted neo-liberalism as an ideology to become a strategy of the new political elites.
 This means that politics is crucial to understand the way in which globalization translates through politics, into economic constraints in each particular country, depending on the manner in which it is supported or resisted by the national elites and social forces.

Most of the literature that deals with the influence of politics on the economic transition examines how the new economic model is either sustained by a new coalition of social forces or blocked by political interest groups that were formed in the old economic system.
 By merely asking about the obstacles of the implementation of the new economic model, this literature leaves unquestioned the characteristics of the neo-liberal reforms, which are not applied in the same manner everywhere. It does not draw all the possible implications of politics on economy. Politics is not only about the government’s capacity or lack of to implement a pre-established economic model, but it is even more important as a factor that determines the characteristics of economic model itself. This is because any economic model is not construed in advance, it does not exist in “pure” form, it has no inbred coherence, but as any social construction it is constituted by the action of society upon the economic structure. Politics is fundamental for determining the possibility of establishing a consensus about the new economic model, for assuring its coherence. Coherence of the model does not mean the “pureness” in which it is applied, as most governmental elites tell us, but rather the capacity of a society to negotiate the new economic model in terms that are both socially acceptable and economically viable.  Any economic model has social impacts, both in terms of costs and gains, of winners and losers. Politics and its effects on the economy are thus also related to the capacity of the different social sectors to organize and represent their interests. These are the type of questions that are central for the institutional school and for the French regulationist school. 

In his well-known study, Maravall asks a fundamental question relating politics and economics. He asks whether authoritarian regimes are more efficient economically, as is often thought, in that such a regime has a greater capacity to impose a definite economic policy. The reverse idea is that democratic governments are more inefficient to reform economies. It is true that where “…the State dominates civil society and restricts rights and liberties, governments have a greater capacity to carry out their decisions…
 Nevertheless, he continues to say, that although this assures that a government is capable of applying a certain economic policy, this does not warranty that it is the most appropriate policy, in fact on the contrary a more predatory policy is probable. “Dictatorships possess greater independence from organized interests, but the power they exercise is also more arbitrary and discretional”.
 They are thus more prone to predation and less capable of reacting to signs that tell them their policies are wrong. This idea thus comes from a very crude conception not only of politics, but also of what is economic efficiency. Citing Douglass North, Maravall proposes that “…democratic institutions are those best able to restrict the state’s predatory instincts in the name of general interest…due to the incentives resulting from political competition, they also transmit the most efficient preferences and decisions better that authoritarian institutions do”.

What the institutionalist school tells us is what Maravall speaks about when he cites Gourevitch in that “policies need politics”.
 In an article comparing the economic performance of North America with that of Latin America, North, Summerhill and Weingast draw the relationship between politics and economics. The reason why the United States became the richest economy of the world is closely related by the fact of their having created a stable political democracy. The institutional foundations defined by the Constitution and a stable and well specified system of economic and political rights, allowed for a credible social pact, a necessary prerequisite for efficient economic markets”
 Although political order can be based on both coercion and consensus - social cooperation, according to these authors the more efficient societies in economic terms are those based on the second. The consensual order is founded on four principles: 1. The first one concerns the citizens and includes three conditions: the existence of a sufficient agreement between citizenry that their political institutions are desirable, the disposition of citizens to live by the decisions taken by those institutions, and their predisposition to defend these institutions against their abuse by political positions; this principle implies the creation of a system of shared beliefs
 ; 2. Successful societies are those that are able in establishing institutions that limit the scope of political decisions, something that is achieved through a Constitution that limits the span of politics. This is so because the greater the extent of aspects that are subject to political decisions, the more relevant the decisions. This in its turn implies that those in power have less of a disposition to abandon it, they have too much to lose if they lose power. On the other hand, those that are outside of power have a greater tendency to use extra-constitutional means to reach power or resist onerous politics imposed by those who hold it 
, 3. The higher instability of the rights of citizens as a consequence of a lack of a general social agreement and the higher stakes behind political decisions, the greater the social resources destined to competing for them. This situation generates a rent-seeking attitude that means that social resources are used to seek rents, rather than to produce, which in turn diminishes wealth. At the limit, everything is in question in a society that lacks a basic agreement on the rights and rules that govern the political and economic elections. Citizens in this society destine the greater part of their resources to fight against each other; society is characterized by clashes, crisis, political disorder and economic contraction. 
 This final proposition means that in order to warrantee political order, the State has to engage in a credible manner to be capable of establishing and maintaining a variety of citizen rights, assuring that they posses a sufficient degree of political security from political opportunism and expropriation. Unless citizens have such an assurance, they would not sufficiently invest in economic activities. This is also crucial in order to maintain political and democratic rights, in that credible compromises require the creation of political institutions that incentive that it be in the interest of the political functionaries to maintain the rights of citizens.

These general propositions of the institutional school regarding the relationship between political consensus, democracy and economic development is something that Rueschmeyer has posited in a different manner when he finds there is a link between capitalist development and the existence of a strongly organized labor class
. These propositions are further specified by the French regulationist school. The regulationist school has developed a very profound analysis of capitalism. Its main proposition is that “…capitalism is a force of change that does not have in itself a regulatory principle; this principle is to be found in the coherence of the social mediations that orient the accumulation of capital in the direction of progress.” 
 By itself this tremendous force of change does not generate the conditions of social well-being, on the contrary it tends to incite conflicts and dysfunctions that can become obstacles to its own development. “Capitalism has the capacity to mobilize human energies in order to transform them into growth. It does not have the capacity to construct a global coherence from the choc of individual interests”
 In order to convert capitalism into a ordered productive force, …in order to make it capable to preserve the power of work that it needs, capitalism must be included in structures that constrain it. These structures are not the result of the reasoning of capitalists, nor of the spontaneous result of competition. These structures result from the creation of social institutions, legitimated by collective values that give society their cohesion”
 This latter is what is defined as a mode of regulation “… an ensemble of mediations that maintain the distortions that are produced by capital with limits that are compatible with the social cohesion within nations”
 In order to assure this cohesion it is necessary for capitalist growth to better the living conditions of the workers and to develop a wage society. This is what capitalism succeeded in doing throughout the thirty or more years that followed the second world war, first through the fact that salaries increased regularly in that they were indexed to the growth of labor productivity. 
 But also through the creation of a system of welfare State that assured workers their jobs, health service, pensions. This redistributive system generated what the regulation school calls the fordist model. The State played a crucial role in it, giving the different social mediations their coherence and thus assuring its permanence for a certain period of time as a mode of regulation.

A thought that is in perfect accord with these ideas and that permits us to particularize some of its elements is that of Streeck. He writes that “...economists have succeeded in persuading most people that the performance of an economy improves as social constraints on self-interested rational action are removed […] to the contrary, socially institutionalized constraints on the rational voluntarism of interest-maximizing behavior may be economically beneficial.” 
 As in the though of the regulationists, an autonomous State is crucial, because public policies emerge from the conflict and negotiation dynamics of social organizations, that are then applied by an autonomous State apparatus. This is the manner in which “…the surrounding society retaining and exercising a right for itself to interfere with the choice and pursuit of individual preferences i.e. to “govern” its economy.”
 But not only the State need to be autonomous, but the autonomous capacity of action of society is also necessary “ …an economy can perform well only to the extent that it is embedded in a well-integrated society and that a society exists only to extent that it is capable of imposing normative constraints, or social obligations, on the pursuit of individual interests.”
 An important step in this direction has been the democratic transition, the demise of the hegemonic party and the appearance of authentic political forces. But because beneficial constraints imply the existence of social organizations, democratization has to advance in the direction of civil society. Finally, political and social constraints on pure economic behavior are necessary if we take into consideration that “…improved economic performance requires a restructuring of identity, it will not normally be sought for economic reasons and voluntarily. This is because rational choice cannot in principle adjudicate between alternative identities, but makes sense only under established second-order preferences (Hirschman, 1992). Changes in the latter, in the kind of actor one wants to be, are accomplished through socialization and re-socialization, i. e., through collective normative pressure rather than individual interest maximization [...] To stimulate strategic creativity beyond present interests and structures, having fewer options and less choice may be better for rational actors than having more, if foreclosed options are short-term remedies under unreformed second-order preferences. Constraining, choice limiting social obligations, like a high floor of general labor standards, may be economically beneficial because they may protect rational actors from spending time and resources on exploring sub-optimal options, and force them to concentrate their efforts on making successful use of potentially more productive alternatives.”

It is perfectly clear that since the mid 70’s the fordist mode of regulation is crisis, due to changes in the way in which capitalism is working. In the developed countries with very developed Welfare States or in others with job security assured by the enterprises, like Japan, the institutional mediations, the constraints on capitalism, are under strong pressures to be transformed.  Nevertheless, as we will see in the next chapters, in countries like Mexico these mediations are being dismantled. This is possible because most of them were much less extended and were created by the State. The State in Mexico did not merely act as the agent that gave coherence to the different institutional mediation, but it created them. Their dependence on the State, made it possible to dismantle most of them. This in turn has had consequences on the effects of globalization on the Mexican economy and the type of model applied. Authors like Oxhorn and Ducatenzeiller that write from a Latin American perspective define what this means in socio-economic terms “…where civil society is strong, economic liberalism is likely to be inclusionary and lay the foundations for viable democratic regimes…” in contrast “…where civil society is weak […] economic liberalism is likely to be exclusionary. The same factors that inhibit the growth of civil society are likely to reproduce themselves in highly segmented social structures…

1. The politics of the new economic model.

 In contrast to most countries that underwent both an economic and a political transition, such as most of Latin-America (excepting Chile) and especially Central and Eastern Europe, political transition preceded the economic one. In the case of Mexico, the authoritarian regime was able to survive the 1982 crisis and was successful in implementing the new economic model that inserted the country to the global economy. Political transition occurred when most of the changes in the model had already been achieved by the ancient regime: opening of the economy to foreign capital and goods (including the signing of NAFTA), he reduction of State intervention and expenditure, privatizations, labor flexibility among others.

This distinct trajectory of the Mexican case has had important consequences. In the first place, the reforms in Mexico were among the most radical and orthodox in comparison with those of other countries, precisely because they were undertaken by the authoritarian government in conditions of a strict control of popular organizations. The Salinas government introduced both institutional (the Constitutional Reforms) as well as economic reforms (the opening of the Mexican economy and the signing of NAFTA). The regime was civil, inclusionary (through corporatism), with a semi-democratic face (elections were held regularly, there was freedom of civic rights) and a high level of legitimacy that helped hold labor and peasant organizations under a tight control.  In the countries where authoritarian governments tried to implement these same measures under a more exclusionary regime, the result was an upsurge of the labor movement, the appearance of independent currents within the controlled trade unions, that took over the unions or created new ones; which eventually signified its demise. On the other hand, new democratic governments have had a much more difficult time introducing the liberal reforms, as they are confronted with the interests of the groups which profited from the old economic model (national entrepreneurs strongly linked to State expenditure and investments, labor and peasant unions in State enterprises) and to alternative projects supported by the social sectors that are excluded from the new one.

An although the Mexican political regime suffered important transformations that affected it (and eventually made the transition possible) they were, paradoxically, functional to the authoritarian imposition of the economic model in that they weakened the old social forces while they prevented the creation of new ones. To understand this we have to take into consideration that from 1982 on the governing elite took certain decisions that were neither ineluctably determined by the external circumstances, by the financial crisis or by the agreement reached with the FMI, nor determined by an ideological coherence of the elites in themselves, but that was defined by the specific manner in which they chose to change the relation of the State with the regime. The governmental elites took a fundamental political decision that was supposedly intended to “depoliticize” the State, but that was in reality a political decision. The wished to recuperate the autonomy of the State by disengaging it from the corporatist engagements that had linked it to different sectors of society, either directly through the organizations representing these social sectors or indirectly through different institutions and public policies. 
 The new governing elites that led the country from 1982 on, the so called technocrats, wanted to disengage the State from the corporatist pact that was the basis of the inclusionary political regime. This, in sum, implied separating the State from its party, the PRI.

This is what, at least in part, determined the manner in which the three post 1982 technocratic governments (De la Madrid, Salinas and Zedillo) privatized, decentralized and eliminated all sort of subsidies and regulations on the economy. It was not only an economic rationality that determined the proclaimed “reduction of the weight of the State”, but a political rationality directed to cutting the links between the State and the popular organizations of the corporatist or populist pact that based the stability of the ancient regime; where the State was the main agent of development and rewarded, through redistribution, the support of the popular organization. In fact, in 1983 president De la Madrid declared that his objective was “…to strengthen the capacity of the State by focalizing his energies toward the integral development of the Nation”
 The objective was to strengthen the State intervention rather than simply to reduce its weight.

Apart from the objective of reducing the costs of the enterprises on the finances of the State, the privatizations served the purpose of hitting the nodal center of the relationship between the State and the organized labor movement, one of the pillars of the regime. In fact, the best organized and most active unions were situated in state owned enterprises. These latter were the ones that were first privatized
. From this moment on, the privatization worked as a “sword of Damocles” on the unions of both State enterprises that the government could not or did not want to privatize, and a more diffused threat towards the private sector. This pressure translated into the generalized weakening of unions and of collective contracts; the majority of the collective contracts were modified, eliminating the attributions of the unions and reducing their intervention at the plant level. This resulted in the downgrading of the work conditions and salaries in the majority of the enterprises. 

Nevertheless, this situation did not result in the opening of new spaces for the independent unions or in the creation of new, more democratic, institutional forms designed to solve labor conflicts that substituted those that worked on clientelistic exchange mechanisms. The government cut off the bases of corporatist control, but at the same time, did all it could to prevent the emergence of independent social actors, because its main objective was to implement the new economic model with as little resistance as possible on the part of the trade union movement. It arrived at a political truce with the officialist labor movement, although it was weakening its basis of control at the socio-economic level. On the other hand it did not yield its capacity to intervene in union affairs and in the industrial relations system. The Federal labor Law, that sanctioned a broad overseeing capacity of the State in these affairs, was not modified. In this manner, flexibility and de-unionization was achieved in a similar authoritarian manner as was, decades before, installed unionization and union control.

In the case of the peasant sector, another pillar of the political regime, it was more the end of the agrarian reform, subsidies, price control and financing, and less privatizations that reduced the intervention of the State in the sector and dried out the sources of clientelist control. The governments of De la Madrid and Salinas not only drastically reduce subsidies, but ended the regulation of agricultural prices, which meant the end of the indirect subsidies. This latter was accomplished through the dismantling of the CONASUPO. In 1990, this agency retreated from most of products, excepting maize and beans. It continued with these two products: in 1993/94, at the summit of its intervention, it bought 23% of the total production of maize, in 1998 it bought a mere 12%. There was nonetheless a very important privatization, that of the state owned fertilizers company, Fertimex, that sold its products at subsidized prices to the peasants.

But it was the reform of article 27 of the Constitution, accomplished in 1992, the was crucial to weaken peasant corporatism, not only because this article regulated the distribution of land, but because it also defined that manner in which the peasants would be organized. Since the reform, the peasants have the possibility of selling their land if the majority of the “ejido” owners so decide (something that was strictly prohibited beforehand). On the other hand, the fact that the “ejido” assemblies received this faculty of deciding whether to sell or not the collective property, and the fact that there are less and less subsidies and financial aids canalized to the ejido, has had as a secondary consequence: that the main functionary of the ejido, the main agent of control of the State upon its members, the ejido commissar, is in slowly losing ground.

Decentralization also had a double rationale, in addition to the search of greater efficacy of social services, such as education and health, when these are partially decided upon and administrated at the local level, the new governmental elite used it to weaken corporatist organizations. In the Mexican case, the traditional weakness of the local actors (even though they had gained power since the eighties with more and more local governments falling into the hands of the opposition) has led specialists to say that decentralization was basically decided from above in order to maintain the authoritarian regime; it was needed in order to modernize the local and regional structures and to control the “natural” process of decentralization as a consequence of globalization.
 But one of the main non-declared purposes was action against the corporatist unions of the central administrative apparatus, that it was not able to privatize. Beginning in the second half of the seventies, under the presidency of Lopez Portillo (1976-1982), the government sought to weaken one of the pillars of corporatist control, the elementary education teachers union. On the one hand, this union opposed the governmental educational reforms, on the other hand, it was being eroded by an important internal dissident movement, that threatened at the medium term to develop into an opposition against the government and to the regime if it succeeded in winning over the organization. 

Although both privatizations and decentralization were partly used against the corporatist mechanisms, these actions were not followed by a will to liberalize the political and social scenario. On the contrary, although the government went on eroding corporatist control in order to liberate itself from the corporatist engagements and assure its capacity to regain autonomy of the State and impose unilaterally a new economic model, both liberalization of the social and of the political scenario tried to be prevented. Labor and peasant organizations were maintained as an organic part of the PRI (although the State tried to distance itself from the party). On the other hand, the mechanisms through which the State controlled the unions did not change; although the Salinas government modified most of the more important articles in the Constitution, it stopped short of the labor law. This clearly meant that although the government was weakening the officialist unions it was doing everything to prevent the appearance of an independent union movement. The result was the weakening of the existing social mediations without the emergence of more representative ones. It tried to prevent that the weakening of the corporatist system to evolve into the demise of the political regime. It also had to do with the idea that the government had to impose the new economic model unilaterally, in that it drastically lowered the conditions of most workers and peasants. 

The continuation of the state control mechanisms and the “pact” between the technocrats and the corporatist unions – which was accepted by the latter with the idea that although the government continued to impose measures that would weaken the unions, they would not question the leadership - allowed the government not only to impose the new economic model with little resistance on the part of unions, but to radically flexibilize the industrial relations system. The ancient system had give unions a great deal of say about the situation inside the enterprises, as a means to assure their clientelistic control. The government allowed the enterprises to radically modify the collective contracts in order to impose a situation were the employers gained capacity of deciding upon the day to day labor administration of their enterprises, the internal organization of production, as well as hiring and evolution of workers within the job hierarchy. 

But this was not all, the traditional authoritarian mechanisms in the hands of the Ministry of Labor, the government allowed and promoted the de-unionization and the existence of “protection” unions. The government allowed many maquiladoras in the North of the country to exist without a union. Whereas, until the eighties it promoted that most industrial plants have unions affiliated to the officialist federations it controlled, from the mid 80’s on it promoted that these federations accept to come to terms with the enterprises not to unionize. In most of these cases, although we cannot know for sure because the collective contract information is secret, there probably exists a union although the workers do not know of their existence; probably signed with one of the officialist federations or more recently with makeshift federations directed by lawyers, all with the complicity of labor authorities. This is necessary because in case the workers try to organize in an independent union, this would not be possible because there already exists a union.

On the other hand, social politics have also been drastically transformed. The corporatist regime was not only based upon the control of the popular organizations, but also on an active policy of creation of what the regulation school names the wage society. The State promoted the inclusion of the workers in a social security system though job creation and its agencies of the welfare State. The system of social security dates from 1943, when the law of Social Security was promulgated in order to insure health services and retirement payments to workers. During the government of López Mateos (1958- 1964) the Social Security Institute for the workers of the State was created, as well as other more particular instances that cover petroleum workers and the members of the army. On the early seventies, the Ministry of Social Security got the task to give health services to the rest of the population that was not covered by any of the other systems that were directed towards those who held a formal job, but it had to do so with very restricted financial means. 

The Mexican welfare system was much more restricted from what existed in Europe, that was the basis of the fordist model; while the latter included most of the population, in Mexico the population covered by both health services and retirement never attained 50%. Nevertheless, even this very restricted welfare State has been radically constrained since the eighties. The main change has been that social policy has shifted from a universal design to a focalized one, directed exclusively to the poorest
. On the other hand, the government has tended to dismantle the social institutions it created until the end of the seventies. There is a recurrent talk of privatizing the health services in view of the incapacity of the State to continue offering health services though its institutions. On the other hand,  the retirement funds have been individualized; each worker has its particular account that accumulates his retirement funds and that is managed by private banks. The State focalizing its social policy on programs such as Progresa, that gives a minimum revenue to the poorest, if the can prove that their children go to school and follow medical exams regularly. The idea behind such a project is not one of creating a salaried society that constitute the internal market of the product they help produce, but rather helping out the poorest in order that the can eventually integrate the productive sector and stop depending upon the State. 

In terms of our theoretical perspective this evolution of the sociopolitical regime has important consequences. It created a situation in which the new economic model was imposed by the government, without generating an agreement upon what kind of a model would be desirable, a consensus around the economic model. On the other hand, the government has been dismantling the existing welfare State, that constituted one of the key consensual elements of the corporatist regime, its main source of legitimacy. The second proposition of the consensual political order is not fulfilled either: because political decisions are imposed unilaterally the scope is very great. 

On the other hand, peasants and workers did not have authoritative organizations that represented their interests in the old regime, they do not have them in the new regime, that resulted from the transformations of the technocrats and from the alternance at the presidency, because the old organizations continue to subsist and the new organizations are still a minority. The old tripartite institutions that served the State to impose its decisions, have been substituted by a vacuum. There are no institutions to mediate the interests of those that are losing with the changes, there is thus no possibility of creating a minimal consensus. In fact, the dismantling of the old economic model and the welfare state was used to weaken the existing organizations: At the same time, the existing authoritarian control mechanisms were used to prevent the emergence of independent social organizations that would threaten to endanger the unilateral decisions taken by the government elites. The model is thus being imposed with almost no mediation mechanisms, with no regards to its legitimacy.

In this manner, the new economic model is lacking what the regulation school calls the regulatory mechanisms that insure social cohesion and the coherence between the economic, social and political regimes. The model is being imposed with minimal social cohesion measures; that are limited to the social assistance to the poorest. There are no mechanisms that inhibit the social class clash, that insure that the dynamism of capital helps to better the conditions of the salaried class and creates a wage society. This may be finally achieved through the action of only the market forces, nevertheless, until the present time the conditions of most of the workers have worsened; we have seen less job security, social coverage, which is accentuated by the weakness of union representation, which in its turn increases the feeling of insecurity of workers.  

According to the institutional school these type of politics of the economic model, that lack political consensus means that great part of the economic energies will go towards social and political strife and towards the goal of gaining more decision capacity. For the regulation school, lack of political legitimacy of an economic model means lack of coherence of the model and thus lack of a factor that stabilizes it. Finally, it also impinges on what Streeck calls beneficial constraints. Constraints upon socio-economic actors allows them to adjust their behavior according to the attitude of each other. This helps each of the actors to sophisticate their action, to increase their capacity of responding to new situations. The fact that a specific group of employers has to confront active and combative labor unions allows it to become employers that are better prepared to respond to the risks of concurrence. It is also significant that while most active and representative unions have the capacity to raise demands when the situation of the enterprise is good, they also have the capacity to come to terms with the entrepreneurs when their jobs are at risk. They also have the legitimacy to make their members comply with unfavorable decisions in unfavorable times.

From all this we can conclude that the politics of the economic transition in Mexico have not only weakened the social mediations, but very probably also undermined the bases of the performance of the Mexican economy. They have also introduced some very specific deformations on the economic integration of Mexico, which we will analyze in the next section.

3. The new economic model

Without any doubt the new model has absolutely transformed the Mexican economy. Mexico was a very weak exporter at the beginning of the 1980s. At the present time, exports lead the economy if one sees that between 1986 and 1993 exports always grew faster that the GNP 
. Mexico has become the eighth exporting country in the world and the first in Latin America. Exports have grown steadily as part of GNP, in 1981 there were a mere 6.5%, in 1990 they were already 27%, in 1996 they were an impressive 66%. 
 Mexico has ceased to be a primary goods exporter and has greatly reduced the weight of oil exports. Manufactured goods represented 33.8% and in 1993, they already represented 71.9% in 1993 (including maquiladora exports).
 Even manufactured exports have diversified, while in 1986 50% of exports were concentrated in seven products, in 1993 there were already 12.
 Productivity has increased very significantly since the opening of the Mexican economy, while at the beginning of the eighties it was decreasing at a rate of 0.7% and 0.8%, in 1982 and 1983 respectively, in 1987, 88, 89 it started growing at rates of 2.5, 3.2 and 4.1%, and at the end of the nineties it was reaching rates of 9.0, 2.7, 8.7% in 1994, 1995 and 1997 respectively.

The change of the economic model has had important regional effects. Whereas the import-substitution model basically concentrated industry and services in three large cities: Mexico, Guadalajara and Monterrey, the tendency has been the contrary since the opening of the Mexican economy. Between 1985 and 1998 the participation of the population dedicated to manufacturing activities has decreased by almost 10% in the central region (D.F., State of Mexico, Guanajuato, Hidalgo, Morelos, Puebla, Queretaro and Tlaxcala), while that of the Border States has increased by almost 11%. This has meant that the regional industrial structure has changed, the center-periphery structure has shifted to a bipolar structure: while in 1985 the border states participated with little less than 23% of the manufacturing labor, the ones in the center with more than 50%, in 1998 these percentages shifted to 33.4 and 40.3 respectively.
 

The regional participation in GNP has also increased in the center and north of the country, while that of the Federal District and adjacent States has decreased. While this latter region produced 39.01% of the total in 1980 it produced 37.8% in 1993. The Northern States produced 17.8% in 1980 and 18.9% in 1993. Finally, the Center States produced 6.72% in 1980 and 8.35 in 1993. 
 One can see this evolution in a graphical manner in Map 1, where one can see the industrial parks and enterprises that have been established in different parts of the country. We can clearly notice the concentration of industrial parks in the border regions. There is thus sufficient proof that one of the important effects of the opening of the Mexican economy has been a certain redistribution of the Mexican industry, mainly towards the North, but also to some states of the center of Mexico such as Aguascalientes, Guanajuato, Querétaro, San Luis Potosí and Zacatecas. Nevertheless, what is also clear is that there are regions of Mexico that are totally marginalized of this process, such as Chiapas, Oaxaca, Guerrero, among others.

Nevertheless, it is less clear if the fact that some regions have received a greater proportion of the manufacturing sector has also meant a redistribution of wealth, measured, for example, by GNP per person. When we look at the index of relative rate of growth of the regional GNP per person (the rate of regional GNP per person divided by the rate of regional population growth) we can see that in effect certain border States such as Chihuahua, Coahuila, Tamaulipas have a rate higher than unity (1.11, 1.06, 1.11); nevertheless, other border States such as Baja California, Nuevo León, Sonora, have a rate under unity. In the Central region, some states such as Aguascalientes, Queretaro, Guanajuato, have rates above unity, while others such as San Luis Potosí, Zacatecas show a negative relation between both indexes. Finally, very poor States such as Chiapas, Oaxaca and Guerrero have shown a “positive” relationship. This has led the author of the analysis to state that most probably this index is highly influenced by migration. Even if a state’s GNP per person does not increase in terms of GNP, if there is enough migration of non-employed or under employed persons, without a decreased production this enhances an increase in the index. The contrary is also true; states with an increased production attract non-productive population, which makes the index descend.

This idea is further supported by Katz’s data, not by region as he uses it, but by state. The GNP per person does not seem to follow the distribution of manufacturing production. Baja California decreased its GNP per person from 1980 to 1993, while it augmented very strongly from 1970 to 1980. In Coahuila, Chihuahua, Tamaulipas, something similar happened. The only border State that escapes this trend is Sonora: which goes from 69.8 to 77.2 pesos of 1970.
 Thus even though there seems to be a relationship between the opening of the Mexican economy and a redistribution of manufacturing industry, this is not followed by an increase in wealth per person. All this translated into considerable regional disparities, as can be seen from Map. 2. The regions of the North that have become the main manufacturing exporting centers, the original industrialization centers such as Mexico City, Guadalajara and Monterrey, and the petrol exporting zones have the best living conditions indexes. The worst off are the regions of the country that have traditionally produced for the internal market, either agricultural or other goods.

Although these have been surely important successes of the new economic model, it has also developed very significant deformations. It is our perspective that the particularities of these deformations can be in the last resort interpreted as a consequence of path dependency on the constitutional order
 that has existed in Mexico.

a. The tendency to monetarism and to the internal absorption of the costs of crises.

Although the Mexican State promoted important structural modifications of the economic structure during the years when it was the main agent of the economy  (between 1936 and 1982) there were already some crucial indices that it also had a great tendency toward monetarist policies, that went so far as to greatly limit the import substitution model. Since the beginning of the sixties the Mexican government shifted form an economic policy that intended the structural transformation of the Mexican economy to another that focused on price stability, both of the goods produced internally as well as on the exchange rate. Many Mexican economists agree that the import substitution model was just partly successful in Mexico, as it only succeeded in substituting final consumer goods, and failed to substitute intermediary and capital goods. If we compare Mexico with Brazil, we can see that while Mexico imported 13 % of the total of intermediary products and 66 percent of its capital goods in 1950, the percentage in 1960 was of 10.4% and 54.9% in 1960, in Brazil the percentage of intermediary goods imported went from 26% to 6.6%, while that of capital goods went from 63.7% to 10% between 1949 and 1964.
 According to most authors this situation was due to the monetarist policies adopted by the Mexican government, basically the overvaluation of the Mexican peso, which made imports of intermediary and capital goods more attractive than their production in Mexico. The only reason why consumer goods resisted this overvaluation of the peso was the protection of the Mexican internal market. 

The reason for this decision, which gave the Mexican substitution process a definite character, was political. The Mexican political regime entered a moment of intense questioning on the part of the labor and peasant organizations that had supported it and the first industrialization effort, form 1940 to the mid 50’s. Nevertheless, there was increasing dissatisfaction on a model based on moderate inflation, around 14%, but on real salaries that were always lagging behind. This situation was greatly accentuated with the devaluation of 1956. The social movements that emerged during 1958-59 were the consequence of the conjuncture situation created by the effect on the prices of the products that were produced by the internal market, and the longer-term tendency of loss of buying power of salaries was perceived as a serious threat for the Mexican political regime. The diagnosis of the government was that in order to prevent such an event from reproducing itself it had to forestall devaluation and inflation. From this moment on a new epoch of the economic model was inaugurated, “stabilizing development”, which searched economic growth with price stability.  

This decision can be explained in less conjunctural and more structural, although also political, terms. The Mexican State, created at the wake of the revolution was very closely linked to the regime that emerged in its aftermath. The revolution had as its main effect the destruction of the old ruling classes, the great landowners, and the constitution of a new class of small peasants, government bureaucrats and industrial workers, organized by the State in centralized and hierarchical organizations that were incorporated in the party of the State, the PRI. These organization gave rise to a authoritarian-corporatist regime very closely linked to the State, which though its social and political policies helped the emergence of these new social sectors, closely related to its economic policies and to its political policies designed to create a tightly nit social and political construction that assured its political control. This strict control paradoxically determined that the result of the corporatist control of the State upon the social forces reduce its autonomy, in that it led it to become in a certain way the warrant of the regime. This explains why when the regime confronted its first serious threat with the social movement that menaced it of losing the control of its social bases, the Mexican State gave a priority to monetary policies against structural. This situation contrasts with other cases, such as the Brazilian
 one, where in contrast with president Calles (1924-28) and Cardenas (1934-1940), Vargas (1930-1945 and again 1951-1954) was not as successful in creating a corporatist regime, the brazilian political regime had less stability than the Mexican regime created by Calles and Cardenas, as can be seen by the fact that Goulart was overthrown by a military coup in 1964. Nevertheless, this situation permitted the Brazilian State to be more autonomous agent with regards to the regime, it would act under different political regimes and thus be freer to choose between applying structural or monetary policies. 
 

On the other hand the application of monetary policies in Mexico was also determined by and institutional configuration. The Mexican State had the institutional capacity to base an economic policy on the control of inflation and the rate of change, because the corporatist institutions allowed it. The authoritarian-corporatist regime had an ample legitimacy due to its revolutionary origin and by the fact that it was based upon a national and popular pact that included the most relevant social actors. This gave the regime the capacity to control the demands of the different sectors of society through inclusion rather that through repression. This meant that the State had the capacity to solve the redistribution conflicts ex-ante, rather than reacting to them.
 Because the Mexican State controlled the trade unions, the peasant organizations and the entrepreneurial chambers, it could define the main economic variables: salaries and prices. The rest of the prices were set by a State that produced many of the intermediary products in its own enterprises. An additional fact was that the regime was very centralized and based on the hegemony of a political party that had under its control all the regional and local governments. This allowed the federal government to exert a strict monetary control through restrictions of the emission of money and debt engagement (both were prohibited for local state governments). 

In contrast, in Brazil, this “redistribution conflict” was not at all controlled. In the first place, Brazil has a strong federal structure, where each State and region uses its power to emit money directly or through debt. On the other hand, only during a short time under the military, were salaries strictly controlled. In addition, the State had a limited capacity to control prices. Because it lacked the capacity to exert strict monetary control and stability, the Brazilian State privileged structural policies and economic growth. This situation is closely related to another factor: whereas the legitimacy of the Mexican regime depended upon the alliance of the State with the popular sectors, which obliged it to proceed to a continuous controlled redistributive process, the Brazilian State was on the one hand more autonomous of the regime, and on the other had less control over redistribution. This obliged the State to act as a more coherent agent of development. In addition, each new regime through which Brazil went through, had to legitimize itself anew, and it also did so through economic growth, obliging it to be more structuralist.

Until the beginning of the eighties this policy played in favor of redistribution and a growth of real salaries, although it affected the evolution of the import substitution model, and did not permit the shift towards another model in the early seventies, when it was absolutely clear that the model was exhausted. The governments of Echeverría (1970-1976) and López Portillo (1976-1982) used the abundance of external credits and the expansion of the Mexican petroleum industry to postpone structural decisions, and continue trying to maintain the exchange rate favorable to the peso and to continue redistributing resources though the corporatist organizations. Nevertheless, this policy led the Mexican government to a profound financial crisis in 1982. And from this point on, the monetarist politics, based upon the social and political control of the socio-economic agents has permitted the governments to impose a very strict policy of inflation control based upon orthodox monetary measures. This, coupled with a complete change in the economic model, which from a protectionist and inward looking model, shifted to an open and export oriented one, has produced an export economy based upon a large differential of costs between the Mexican economy and the economies that invest in Mexico in enterprises that are designed to export, mainly maquiladora industries. This large differential of costs is based on the one hand on low salaries (the decrease of the minimum salary since 1982 has been more than 50%), and their maintenance through the strict control of inflation and the stability of the exchange rate.

As a result of these policies, salaries have been continuously falling in real terms since the eighties. Although minimum salaries are not a very good indicator of real income, because in the formal sector there are increasingly less people who live on such a basis (although from 1991 to 1997 the proportion of workers who got less than the minimum salary –another indicator of informality- has gone from 18.1% to 20.8% of the total working force
), it is nevertheless an indicator of how salaries have evolved. From a high in 1977, minimum salaries have decreased to almost one third of their value in 1996, attaining the level of the mid fifties.
 In the formal sector, salaries have gone from an index of 113.1 in 1980, to 88.1 in 1990, to 114.9 in 1994, 90.1 in 1996 and 98.0 in the year 2000.
 What also happened in the last decade is that the proportion of workers without social benefits has increased, passing from 21% to 24.7% of the total.
 We also have to consider what has happened with the conditions in the badly known and difficult to evaluate informal sector. In terms of earnings, García has found that at the beginning of the nineties, the real earnings per hour of those working on their own were higher than that of those working in the private sector. In contrast, at the end of the decade (1998) the tendency has inverted, due to a clear reduction of the earnings of these workers, rather than the increase of the salaries in the private sector.
 

All this has had an impact on income distribution. While during the import substitution epoch, income distribution bettered slowly but surely, which probably meant that poverty fell, the contrary tendency has been occurring during the last twenty years. In 1984 (just after the crisis and before the opening of the Mexican economy) the poorest 20% of the population held a mere 3.9% of the total income, in 1992 this population had only 3.1%, while in the year 2000, it got 3.2%. On the other hand, the richest 20% concentrated 53.6% in 1984, 59.5% in 1992 and 58.7% in the year 2000.
 In this manner, the richest deciles of the populations concentrate ever more resources, while the poorest and the middle classes have less income. As a result, consumption in real terms has reduced its participation in the aggregate demand from 64% to 56% in the last years.
 This is what, in part, explains that the internal market has stagnated. 

The fact that the internal market has stagnated has also been the result of the fact that the Mexican government has recurrently chosen to absorb the costs of each of the crises (1982, 1987, 1994-95) internally, rather than sharing its costs with the external economic actors, basically its creditors and investors. This fact is also explained by the institutional configuration of the Mexican regime. Mexico has always been the example for the FMI, it has always adopted its recommendations. The authoritarian-corporatist structure of the regime, the fact that this configuration implies that the State controls the main social actors, explains why it was faster and easier to absorb the costs of the financial crisis internally, imposing them upon the Mexican society rather than going into long and complicated negotiations with the creditors. In fact, the orthodox stabilization measures were taken with the formal acceptance of the workers and entrepreneurs, in the “pactos” inaugurated in 1987 that lasted until the year 2000; although with decreasing efficacy. This same factor explains why the Mexican government could apply in such a radical manner the neo-liberal model. As has been mentioned by many authors, the opening of the Mexican economy was done in an extremely rapid and drastic manner, in fact the Mexican government took almost no interest to protect some areas of its economy. The implementation of the new economic model had almost no open defiance: the officialist worker’s movement was subordinated to the State, the entrepreneurial organizations and the peasant organizations had no capacity to resist the way in which the Mexican economy was opening. This latter is only happening nowadays, in face of a government of the PAN; when the peasants (both those of the PRI, as well those that have been more autonomous from the government) are rejecting the opening of certain agricultural products that have taken effect beginning 2003.

This has resulted in the fact that, although exports have grown enormously in the last 20 years, from 1982 to 2000, the average growth of GNP has been a mere 2.24%, which has meant that GNP per person has virtually stagnated, it grew a mere 0.17% per year. From 1981 to 1990 the growth has been less than the population growth, from 1991 to 1995 it has been even lower due to the 1995 crisis: of 0.84. Finally, it has recuperated during the last years before the 2001 stagnation, from 1996 to the year 2000 GNP grew at a rate of 4.81, which has meant a GNP per person of almost 3% per year. Nevertheless, there hasn’t been a really important growth, equivalent to that of exports, and more important, this growth has not been continuous, something which is crucial if one expects to see a reduction of poverty and an increase of wealth, such as Mexico experienced from 1951 to 1980, when GNP grew at a rate of 6.41 and GNP per person grew at a rate of 3.33. In the last twenty years, only during 1996 and 1997 did the country grow at an equivalent rate. 

This has resulted in the fact that public as well as private investments (except foreign one) fell in real terms. Which in its turn has determined the incapacity to absorb the Mexican labor force, and in the tendency of informal activities to maintain their participation in the economy. increasing unemployment and underemployment. In the first place, because unemployment is a bad indicator in a country with no unemployment insurance, we prefer to consider an indicator of under-employment, or informality. In the last ten years the relative importance of non salaried workers has increased: have gone from 36.6% of the total working force in 1991 to 37.2% in 1997; those working in small enterprises with less than five employees went from 53.4% to 56.6%, and finally those without income, went from 12.1% to 15.0%
. Thus, unqualified, non-salaried workers continue to represent about one fourth of the labor force. If one adds to this percentage the salaried workers and the heads of small enterprises (mostly informal ones), we attain the proportion of 44% of people employed in this sector in the 16 most important cities of the country.

b. Betting on low costs and low human capital implies low productivity gains.

We have seen that the corporatist structure of the regime made it not only possible, but easier to insert the Mexican economy in the international context on the basis of the deregulation of the wage and working conditions of the labor force. The offensive against the trade unions, the end of the agrarian reform, the weakening of the social State (especially the privatization of the pension funds), the flexibilization of labor relations, and the weakening of trade unions have permitted and in a sense made it natural for Mexico to insert itself to the world economy on the basis of low wages. And this configuration has, in its turn, conformed a vicious cycle which we will describe.

This has imposed on Mexico a growth with low levels of growth in productivity. Although during the eighties, productivity increased importantly, if one compares the Mexican situation to other countries, one can see that the productivity gains are not as important. While Mexico’s productivity (measured through value added per worker in manufacturing) was 25,931 dollars per year from 1995-to 1999, Brazil’s productivity was $ 61,595, Argentina was $ 37,480; Chile’s was $ 32,977, Bolivia was $ 26,282, Korea was $ 40,916, Turkey was $32,961.
 If we now compare labor productivity in a few selected countries to that of the U.S., we can see that the relative productivity of Mexico was 28.7% in 1970, 25.5% in 1980; 20.3% in 1990 and 17.6% in 1998; in the last eight years relative productivity has not only not increased but has diminished. This has happened in Mexico, while in countries such as Argentina (36.4% in 1990, 46.9% in 1998), Brazil (21.7% and 25%), and Uruguay (1.7% and 17.3%) it has increased; although in all these cases it fell sharply from 1970 to 1990. In Mexico, this situation is explained by the fact that just the maquiladora industries (and probably the exporting sector as a whole) have increased their productivity, while the rest of the economy did not follow.

This means that although part of the Mexican economy is able to absorb technology (hard and supple : technology per se and new forms of production, of work organization) another part is incapable of doing so. A study by López Acevedo found that the enterprises that are able to absorb technology are the big ones, those oriented toward exports, that have foreign investment, that have training for their employees, that finance R& D and that are located in the North of the country.
 In another study, this same author finds that the enterprises that adopt technology employ workers with a higher educational level and pay them better salaries. The counter relation is also true, the increase in human capital and technology has an impact on higher productivity and earnings.

This is also why there such a low capacity of the Mexican companies to become providers of the exporting companies. 54% percent of the enterprises declared that the high prices and the low capacity of production are the main problems of the national providers. Other problems mentioned are low quality, unreliability in the quality of the products and in the rates of delivery.
 But these reasons are probably the consequence of something else: of a gap in human formation and of technology absorption, that determine the quality of the work, of the products, their timing, etc. This technological gap impacts not only in that these enterprises cannot export themselves, but that they have difficulty in becoming purveyors of exporting companies; and that these companies either import those products, or call upon their providers to install themselves in the country.

This technological gap is also what defines the disconnect between the export oriented and the internal market oriented sectors exporting; the fact that the impressive growth of exports seems to be almost completely disconnected from the rest of the Mexican economy. This is demonstrated by the relationship between the rate of growth of exports and that of GNP has been negative in the last 18 years.
 While the external market has grown at the rates we have already mentioned, between 1998 and 1994 the internal market has fallen by a third (32.8%) On the other hand exports have a very reduced national content. In 1983, exports had 86% of national content in average, in 1996 they only have 42%. 

This situation is radicalized if we take into account that almost half of the exports are “maquila” products. In fact, the growth of the maquiladora industry has been more rapid that that of other exports between 1990 and 2000; maquiladora industry almost tripled, from 3.9% of GNP to 10.2% of GNP, while other exports went from 11.9% to 19%.
 But the maquiladora industry integrates a negligible part of national production, less that 2%. In this manner, the national value added is very small and the impact on the internal economy is minimal.
 This situation has almost not changed, in contrast to what happened in the East Asian countries that also started being the assemblers or the producers of the spare parts more dependent on labor force. While in 1980 this industry consumed 1.7% of its total inputs from the national economy, in 1999 this percentage increased to a mere 2.7%. 
 More significant with regards to the future perspectives is a case where we would expect more integration: the electronic industry in Jalisco. This industry has been very dynamic in the last ten years, has an ever greater participation in the national electronic industry, and the regional impact of its exports and labor have been spectacular. A very significant number of enterprises producing computers and electronic products, such as IBM, NEC, Motorola, Siemens, Philips, Compac, Hewlett Packard, Intel, Telmex have been installed in the Metropolitan area of Guadalajara, in El Salto. In 1997, these enterprises generated around 100,000 direct or indirect jobs, and more that 2,707 of millions dollars, that represents more than 53% of the total exported by Jalisco.
 Nonetheless, even in this case there is a minimal integration of micro and small enterprises, and a great dependency on imports, with a very small potential to generate value added chains in the future. The degree of national integration of the electronic industry in Jalisco is still very low. Dussel calculates that less than 5% of the value added of the sector is of national and regional origin. This is due to the fact that there are few national and regional providers and that most of the providers are foreign. In many cases, the providing enterprises install themselves in Jalisco under a contract with the main enterprise. From this case, Dussel concludes that the situation of the electronic industry in Jalisco is very similar to that of the maquiladora industry in general, that subcontracting in Mexico is just at its beginnings. This is so, although 29% of the enterprises has some program to stimulate national providers and there exist a number of government institutions such as NAFIN, Bancomext, Crece, Secofi that try to foment subcontracting schemes; although these institutions exist, there is no cooperation between them, their programs duplicate and compete among each other. These enterprises prefer to attract an important number of subcontracting enterprises form their home countries.

As a result, our export success obliges the country to continuously increase its imports, either through the “maquiladora” industry or through other semi-maquila industries (such as Urquidi categorizes the automotive and auto-part industry, where there is total import freedom and the linkages to national industry are very weak).
 Thus while in 1993 our exports represented 12.9% of GNP, imports of intermediary goods linked to exports represented 6.1% of GNP, which signifies an export value added of 6.8% of GNP. In the year 2000, exports more than doubled, to an impressive 28.2% of GNP, but imports related to exports almost tripled, rising to 16.3% of GNP, resulting in an aggregate product of exports that barely doubled, to 11.9%. Another significant data is the fact that imports associated to exports have gone from 6.1% in 1993 to 16.3%, while imports not associated to exports have almost stagnated, they have only grown from 5.5% to 6.3%
 Finally the foreign content of investments has also significantly increased. An increasing proportion of investments are imported, something that translates the multiplicative effect towards the outside. In 1988, 80% of the fixed capital formation was national and 20% imported; in the year 2000, the national part is 67%, while the foreign one is 33%.

c. The impact on the democratization process.

Most of the discussion on the relation between politics and economics discusses the difficulties of newly democratic government in implementing the necessary measures in order to liberalize the economy. The Mexican situation is radically different: although there are some structural reforms that are still being considered (the reform of the labor law
, the privatization of the electric and the petroleum industries) these are not central. In contrast to third wave countries where the democratic governments had the political task to dismantle the political alliances that profited from the ancient model within a democratic context, in Mexico the new government has thus to deal with the effects of these changes, rather than with their implementation. The new government raised rather contradictory expectations : the entrepreneurial and part of middle classes that voted for the PAN in 2000 expected the government to continue applying the new economic model and insuring economic stability;  another part of the middle and the popular classes that rejected the PRI expected changes in the economic model, changes in its tendency to the creation of inequality. Nevertheless, continue attracting foreign capital and investments and stimulate national investors, while making the necessary changes to the model in order that it be more equitable and integrative for the Mexican population seem contradictory.

This is crucial not only for strictly economic reasons but because this contradiction affects the democratization process that did not end with the alternance at the head of the presidency. The question is an old one, it goes as far back as the modernization theory. In fact, analysts such as Maravall accept the idea that economic development engenders conditions for democracy. This is demonstrated by the fact that authoritarian regimes suffer from their economic success in that they create the conditions for their questioning. Authoritarian regimes are also more fragile to economic crisis because they depend on efficiency rather than on legality, unless they are totally tyrannical, they depend on their delivering economic growth, they are based on a substantive legitimacy, rather that on a formal one, that is they depend on delivering economic growth and not on legality. Nevertheless, this does not mean that the contrary relation is true, democracy does not directly depend on the fact that either democracy betters the sort of people or it succumbs. The relation between both is indirect, it passes through social organizations. 

There is no “prior normative commitment for democracy”, democracy works if those involved in it believe their interests can be channeled through democratic institutions.
  Thus rather than asking if democracy betters the sort of the poor, we must ask if the poor consider that they have “a reasonable chance to advance their objectives within the institutional framework…if it is fair” 
 In order that they feel so they must be able to express their support or rejection of the economic measures applied by their governments; this means that they must be sufficiently organized or that they consider that the existing political parties represent them.  If the answer to this question is negative, these majorities will probably be disaffected with democracy and end up calling for a political solution that will restart the cycle of populist and authoritarian regimes. 

The situation in Mexico is not clearly positive in this respect. On the one hand, we have mentioned already that some of the population that thought it was represented by the Fox government in that it raised expectations that it was also going to chance the economic model, may be deeply dissatisfied by its centering on economic stability, something that continues with the strict application of the model. On the other hand, this same propention of the government to center on stability has led it to accommodate itself with the old corporatist organizations, that traditionally lack legitimacy and representativity. Finally, the political parties, at least what we have seen from their action in Congress seem to be much more interested in their own electoral fate, rather than really representing specific interests. We may thus actually be seeing a context of dissatisfaction with democracy. 

Nevertheless, the mere loss of the presidency by the PRI has opened an important space for the action and organization of civil society, that did not exit before.  It may eventually lead to the strengthening of civil society by removing the constraints on society established by the old regime. It may be also possible that the new regime stimulate political and social organization, whereas an open market requires periodical bargaining over wages and labor conditions that “are conducive to the emergence and consolidation of a bargaining culture”. 
  Nevertheless, there is also a danger of “a segmentation of society into an organized and autonomous sector that looks very much like a strong civil society and a disorganized or dependent sector susceptible to political marginality or subordination to the state”
.

4. Conclusion: from theory to practice: some public policy recommendations.

In México, low salaries have been a crucial obstacle to generalize the absorption of technology, new organizational schemes within the enterprises, the training workers, and the creation of educational institutions that stimulate a productive interaction between academy and industry. This in turn has also meant low incentives for the inventiveness of the entrepreneurs and stimulated their rent seeking and speculative character. This has affected the Mexican economy in that it not only almost absolutely lacked the incentives to become an endogenous technological nucleus, but also that it has inserted to the international economy in a passive rather than an active way
, something that has determined that the external drive of the economy has had a low impact on the internal economy.

Although betting on low costs was a natural option for an underdeveloped country, East Asian countries that started this way transcended this moment and succeeded in embarking in a new direction that favors higher salaries, education, training, in sum on human capital. In fact, according to the Asian model, the evolution of subcontracting is a response to the increase in the technological and organizational capacity of the national agents; which is in its turn makes technology economically viable and profitable.
 A higher level of human capital both requires and is able to adapt to new technologies in order to increase productivity. Only such a policy accompanied by the coordination of government policies to link exporting enterprises to local purveyors can eventually tend to close the gap between nationally and externally oriented enterprises.

International agencies, such as the World Bank, have expressed recommendations for Mexico in this sense. They propose increasing the social capacity of accumulation by elevating the educational and training level of the labor force, of the organizational capacity of the enterprises in order to be more able to interact with external agents. They also propose to increase the general technological knowledge of the country and enhance the infrastructure of communication and transports, as well as consolidate the entrepreneurial nets that favor learning.
 Nonetheless, these recommendations have been totally inefficient, in part because the State is less and less capable of exerting the financial capacity and the leadership to endorse them effectively, but also because what has impeded these recommendations to be operative is the authoritarian-corporatist regime that implemented a liberal economic model.

We have argued that the manner in which Mexico chose to apply the new economic model was in part determined on an institutional path. And although there has been a change at the level of the presidency, which opens up the possibility of dismantling the corporatist controls, the fact that most of the institutions that determined the economic path are still in place makes it difficult to transcend this situation. Although the party that controls most of the unions and peasant organizations is no longer at the presidency, it still holds most of the State governments (20 out of 31, and the majority of the municipal ones) and in most cases continues to exert a clientelistic control over these social organizations. On the other hand, Fox’s government is more preoccupied on maintaining social peace that insures a favorable context for investments than on democratizing civil society. It has thus not promoted the dismantling of the organizations that are still in the hands of non-representative leaderships. On the contrary, it has tried to accommodate with the old still majoritary organizations, has blocked the appearance of independent unions and has continued to accept the existence of thousands of “protection unions”. 

In order to reconstruct the Mexican economy we need on the one part a greater investment in social capital, but almost as urgently the dismantling of the old corporatist controls. This should not mean that we would substitute these controls by the forces of the market, as is meant by most government officials. It is necessary to implement a different form of regulation, that functions as beneficial constraints. This would open the possibility of implementing different public policies that are negotiated and implemented between the government and the social actors.
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