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DISCUSSION

L. Untel the foreign exchange crisis ang ECONOMIC
coilapse in [982, Merico was per haps the most unqual-
ified sweeess story in the developing world. From ity
inception in the late 19205 and 1930, the sounesys
unique political svitem had provided aver 50 vears of
relative social tranguillity, political stability, and eeo-
nomie growth. Since 1534, nine presidents have sorved
in regular suceession, wielding and vielding power
according to elaborate constitutional and informal
rules that are rocted in 150 vears of the country’s myth
and history. Unlike most Latin Amerigan countries,
furthermare, there have besn pa military imterven-
tons, serious coup plats, strang guerrilla ar berrorist
movements, o large sutbursts of andiregime violange,
Unlike all of them too, in Metico the economy grew
with few lean vears and at impressive high rates for 2
half century until [980 [n Fact, with an average
annual growth rate of over § percent during those
decades, cumulative material gazas in Mesice wers
among the highest achieved anywhere in the develop-
ing world. The prospects for economie development
and diversification were buoyed in the |ate 1970,
furthermore, when Mexico's extensive newly digoow-
ered oil reserves began to be exploited,

L. Pressures on former President Lapez Porlillo ta
increase public spending became ircesistihls after
Mlexico became 2 net oil exporter, but the former
President’s tendeney toward grandjose schaming con-
tributed significantly to the disastrous boom and bust
cyelé that followed. Mexico pursued 3 development
strategy in large part dependent an misgive publis
investment of oil revenves As public expenditures
burgeoned, pushing grewth rates ta 23 high as 8 and 9
pereent annually, the sconomy began tg overheat in
the late 1970= [nflation mounted, the pess became
highly evervalued, snd the competitivepess of Mexi-
e0's nonoil exparts was vndermined. Foreign barraw-
ing was stepped Up o compensate far SOATing current
secount delicits even as interest rates were rising,
Lopez Portillo stubbarnly refused to davalus the pesg
until 1982, and foreign exchange policias served a5 a
paositive inducement to capital flight. Billiong of dollars
were expatriated a5 Mexicans depasited, invested, and
spent lavishly abroad. The foreign excha ng= and daht

crisis that Lope: Portillo acknrowledged In August
1982, and his natienalization of the EOUOLEY S privake
banks the following manth, strangly undermined the
private sector.

3. Inaugurated President in December 1982, M-
guel de la Madrid inherited a erlsis MOre encompass-
ing than any since the late 1930, Under canditions of
barsh austerity, high unemplovment and underem-
ploymant, doubls. or triple-digit inflation, widazpread
business failures, and a erippling shartage of capital,
the economy coatractsd by about 6 percent {a 1989,
Virtually all social and sconomie groups hawe had ra
accept ceclining standards of living, scale down their
expectations, and competa far benefits and Spportuni-
ties in a megative sum econamic environment. De la
Madrid has struggled to presscve social equilibrium
ard to restore public confidence in the political svs-
tem. In particular, he has endeavored to distance
himself from the egregious corruption and failures of
Lopez Portillo and other senier afficials of the last
government. By pursuing an anticormuption campaign
that has included the imprisonment of at least ane
former high official 2nd revelations of abuses by
others, and by projecting an image of fairness, compe-
tence, and probity, the President so far has pravided
generally effective and popular leadership.

4. De la Madreld's most striking success has been in
engineering & turnaround in Mesico's international
economic accounts. In a little over 2 year, austerity has
brought spending in line with available resoyrces,
inflation has begun to decline, and some conlidence in
the government’s policies has heen restared. By slash-
ing Imprts and public-sector expanditures, raising the
real costs of most goods and making other teugh
adjustments the regime has met most of the stabiliza-
Hen requirements of the [nternational Menetary Fund
(IME}. Intecest &5 being paid on the mere than 885
billien foreign debt, spd by the end of 1983 the
current account surplus reached about 54 billion With

© some flexibility to incresse imports of badly peeded

capital and intermediate goods, Mezlco probably will
be able to stem the decline in economic astivity and
may begin recovery this vear. This progrest has bean
achieved, moresver, withaut engendaring any secious
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social disruptions or ruptures in the “revoliuticnacy
family” of groups that suppart the regime.




