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n his inaugural address on December 1 ,  1976, I to an alarmed and disquieted nation, f i f ty-  
six-year-old President JosC L6pez Portillo y Pacheco 
made a dramatic plea for u n i t y .  "Let us never forget our 
parents lived here, we are here, and our children will live 
here .... A few of the rich, who export capital. and a few 
of the poor, who export their labor, may leave, but the 
rest of us are staying and we can make our country a hell 
or a land where life is good. It is i n  our hands." 

Not since the fury and turmoil of the revolutionary 
years had the presidential succession been enveloped in  
such public loss of hope and surrender to despair. Three 
devaluations in  as many months had distressed the entire 
nation; seemingly arbitrary government expropriations 
of vast areas of rich agricultural lands further embittered 
property owners; hundreds of Mexicans responded to the 
crisis by sending abroad millions of dollars frantically 
withdrawn from the banks. In late November rumors of a 
mili tary coup, of a presidential assassination, of suspen- 
sion of banking services, of confiscation of private 
property had spread through the country. Now, how- 
ever, the new administration was in place. And the new 
president called for calm and reason. 

Speaking before assembled members of the outgoing 
and incoming administrations, both houses of congress, 
the nation's govcrnors, members of the armed forces, 
representatives of the private sector, and delegations 
from 102 countries, Portillo asked for time. He said he 
could not perform miracles. At the end of his address. as 
he stood beside former president Luis Echeverria 
Alvarez-who had governed Mexicosince 1970 and was 
held most responsible for bringing Mexico to the hellish 
vortex of which Portillo spoke-the new president called 
for an "intelligent truce" between social congregations, 
"an opportunity for rediscovery and reconciliation." 

But  reconciliation, however desirable. would not be 
easy, for the social fabric of Mexico had been severely 
tested in  the final years of the Echeverria administration. 
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The former president had sought to construct public 
policy in  health, education, rural affairs, and foreign 
policy that responded to rising economic and social 
expectations. But in  the absence of corresponding in- 
creases in  public revenues his social ambitions outdis- 
tanced economic means, and economic Clites sensed 
disaster. Facing mounting opposition on many fronts and 
struggling to maintain the essential stability that has 
been the backbone of the body politic since the thirties, 
Echeverria sought to reaffirm traditional mechanisms of 
political control. Hence the social tension of which the 
new president spoke. The roots of this turmoil, however, 
are i n  the long-run pattern of hllexican development as 
well as in  the more recent policies of the Echeverria 
administration. One can perceive the restrictions and 
possibilities of President Lopez Portillo only against that 
checkered background. 

vera  million citizens died in  the violence 0 and confusion of the Mexican Revolu- 
tion, and another 750,000 migrated abroad. I n  spite of 
this, Mexico's record of political stability and economic 
expansion since the thirties has been second to none in 
Latin America. Violence has not completely disap- 
peared, nor has Mexico enjoyed social harmony: Re- 
pression of political opposition and grinding poverty 
have involved both discord and untold human suffering. 
What this does imply, however. is that the revolution- 
ary creed-including the basic rule of political suc- 
cession-has remained essentially intact for almost f i f -  
ty years and has engendered a climate highly favorable 
to economic activity and growth. High and sustained 
expansion of the economy, averaging over 6 per cent 
annual  growth, has been the norm throughout these 
years. Combined wi th  rapid growlh of the population. i t  
has changed the face of the country. The 1930 census 
recorded only 15.500.000 citizens; in  1970 the toial was 
over 48,000,000; today thcre are possibly 65,000,000 
Mexicans. Rural Mexico held over 80 per cent of the 
population i n  1930. and about 45 per cent i n  1970. 
Whereas 80 per cent of the labor force were employed in 
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agriculture forty years ago, today less than  40 per cent 
toil on the land. Only 13 per cent were engaged in  
industrial employment i n  1940; by 1970 the proportion 
had almost doubled. I n  1977 average per capita income 
is aboul$900, placing Mexico aniong the more advanced 
of the developing countries. A country made up largely 
of illiterates at the time of its revolution is now approach- 
ing universal literacy. at least among the young. Mexico 
is moving rapidly, then, t'roni relatively poor, rural, 
agrarian to more affluent, urban, industrialized condi- 
tions. In short. Mexico is undergoing modernization and 
development. 

Despite this enviable performance, the Mexican 
model of economic development has distributed the 
benefits of economic growth i n  a highly exclusive 
manner. In the late sixties, for example, income distribu- 
tion in Mexico was among the most unequal in  Latin 
America, and more so than i t  was i n  1940. One recent 
study has estimated that between 1950 and 1970 the 
poorest 20 per cent saw their share of total income 
decline from about 6 to less than 4 per cent; whereas over 
the same period the proportion of total income captured 
by the richest 30 per cent remained about 70 per cent. 
Neither the price system nor the public budget, the two 
instrunients for resource transfer i n  a market economy, 
have spread more widely or evenly the additional i n -  
conic. According to Samuel Huntington, a typical his- 
tory ef capitalist developmen1 runs as follows: growth of 
democracy. cxpansion of political participation to lower 
classes. increasing role of the state as a promoter of 
welfare. I n  Mexico, i t  seems, the Revolutionary Institu- 
tional Party (PR1)-the body set up following the assas- 
sination of General Alvaro Obregbn, Mexico's president- 
elect i n  1928, and which has undergone three basic 
organizational changes since t hen-remains largely re- 
sponsive to the needs of a particular social congregation, 
the new industrial-agricultural ilite. Numerous scholars 
have argued that the PRI has restricted the participation 
of lower status groups. widening the gap between asso- 
ciated living standards. Instead of bringing about an 
eventual "democratization" and subsequent state role in 
defense of welfare needs of emergent groups. the Mexi- 
can Revolution had become frozen by the late sixties. 

Yet equity has been a long-standing demand in 
Mexico; the gap between rhetoric aiid performance has 
not gone unreniarked, and there was a noticeable and 
well-remembered rise i n  political tension by the end of 
the sixties. The tide of change i n  the country led workers 
and peasants to increase their demands. There were 
threats of general strikes on the part of organized labor, a 
rise i n  peasant land seizures, and isolated but growing 
guerrilla movements. Recognizing ever n i o r h k q l y  the 
political limitations imposed on workers and the rural 
poor, middle-class students and intellectuals lost faith in  
the Mexican system. The violent confrontation and 
resulting massacre on the eve of the 1968 Olympic 
Games were a severe shock for others among the politi- 
cal Clite as they saw their institutions lose essential 
legitimacy. This was the scene on which Luis Echeverria 
emerged in 1969. I t  was his own analysis of conditions 
that caused him to reformulate government policy. 

From the moment of his selection as the PRl's candi- 

date for the presidency-in essence the president- 
elect-Luis Echeverria \viis iin enignia i n  hlexiciin poli- 
tics. As interior minister responsible for ordering rhc 
army I O  crush the 1968 movement. he had fashioned an 
image as i1 tough. resolute enforcer of the status quo. His 
long apprenticeship w i t h i n  successive adiiiinistrntions 
from 1954 on w a s  marked by firni .  even ruthless. 
loyalty-as evinced in  political dealings w i t h  university 
students, labor unions, and opposition parties. Yet i n  
reconnoitering the future of the country i n  1970 Luis 
Echeverria faced a choice between greater repression of 
political dissidence or a widening of political and social 
opportunities. To keep the lid f i rmly on the pressure-pot 
of social conflict through simple application of police 
and military might and firm party discipline would have 
been relatively easy. Afteiall. this had been the essential 
reaction of the governing group as tensions rose 
throughout the sixties. and he was firmly identified with 
that leadership. To force open the politiclll channels. 
however, would carry certain risk. 

As he traveled from coast to coast in his year-long 
campaign, the country was still stunned by the events of 
1968 that revealed the revolutionary myth had lost much 
of itssymbolic value. The only official candidate in forty 
years never to have run  for public office before, Echever- 
ria now had his first direct contact with Mexicans at all 
social levels. He called upon advisors, who counseled 
cautious attention to incessant claims for political rights 
and increased economic and social benefits. and he set 
out to chart a new path. Gifted with an unusual political 
sense, as well as flair and energy for administration. he 
chose aggressively to modify the existing distribution of 
rewards. I n  his inaugural address in 1970 the new 
president promised to modify the country's developnient 
strategy. Denouncing the injustices generated by a long 
process of "stabilizing development," he favored a 
policy of "shared developnient ." He announced a pro- 
gram of economic modernization and political renova- 
tion that would be characterized by "dialogue" wi th  all 
sectors and official "self-criticism." Rejecting repres- 
sion, he promised to use the powers of his own office and 
the public system in promotion of equity goals. W i t h  a 
pragmatism uncharacteristic of the left-leaning leaders 
i n  Latin America i n  1970-Juan Velasco Alvarado in  
Peru, Salvador Allende in  Chile, Juan JosC Torres in  
Bolivia-Echeverria sought lo mobilize new constit- 
uencies of rural laborers, urban workers. students. and 
intellectuals without losing the support of the dominant 
ilites. And, for a few months, his ciperrrrrci enjoyed 
broad support. He promised the elites to heal the wounds 
in the body politic; he offered the others a new share i n  
the benefits. Gradually, however, he became caught i n  
several of the classic dilemmas of economic develop- 
ment. 

n Mexico rapid nioveiiient froni the land and I the flight of illegal migrants to seasonal 
employment i n  the United States are but two syniptoins 
of a developmental model that has failed to provide 
minimal standards for rural  workers and  their families. 
Had the long-anticipated decline in fertility i n  rural areas 
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actually occurred, the social costs of this model might 
not have been so prohibitive. Bu t  population growth 
rates continued at an all-time high, about 3.4 per cent 
annual increase in 1970, and Mexico was becoming 
caught in  the growing contradiction between increasing 
food production for a rising population and providing 
eniployment for this swollen mass of rural laborers. 
Hence an early priority for the administration in  1970 
was to help those i n  subsistence agriculture, almost 60 
per cent of the rural labor force. What is not generally 
recognized. or when recognized not readily acknowl- 
edged, is that justice in the countryside does not stand 
easily with urban claims for food; demands for land and 
bread are not easily compatible. For example, if large, 
productive farms are split. then at least in  the shon run  
less food is available to workers. While land reform is a 
boon to landless peasants in  search of economic survival, 
the prospect is less appealing to the nation as a whole. 
Mexico was not then and is not now self-sufficient i n  
basic commodities, and rapid population growth makes 
self-sufficiency an ever more distant goal. 

Clearly enough, the new president's only hope in 1970 
and 1971 was to fashion a set of policies for the rural 
areas, no single element of which would totally satisfy 
a n y  constituency. With this essential point in  mind, 
Echeverria formulated the Plan for Rural  Development, 
which provided means-credit, technology, educa- 
tion-to increase productivity of the poor farmer and to 
guarantee basic services, potable water, electricity, and 
roads. A second measure, one of the most successful in 
the countryside, has been the fixing of support prices for 
agricultural commodities through the National Company 
of Popular Commodities (CONASUPO). Production of 
wheat, corn, rice, and beans soared as a result of these 
guarantees, though not high enough to eliminate all 
importations. Adopting a policy that went to the roots of 
the contradictions within Mexican agriculture, Echever- 
ria promoted, with the Federal Law of Agrarian Reform 
of 197 I ,  collective organization ofejidos, the communal 
farms set up after the revolution. During his administra- 
tion more than three thousand ejidos organized at least 
some of their economic activities in collective fashion. 
Similarly, unions of ejidos were formed to increase 
efficiency in production-for example, to obtain econ- 
omies of scale in the use of equipment, storage facilities, 
and so on-and to negotiate from strength with govern- 
ment or suppliers and purchasers. Even with these 
obvious improvements, however, pressures about land 
were not reduced, and there were numerous encounters 
between police and peasants. Throughout the six years of 
the Echeverria administration squatters continued to 
threaten the takeover of rural properties; owners, fearful 
of an eventual loss, were reluctant to invest. Perhaps 
more. than anything else i t  was Echeverria's belated 
recognition of the demographic horror that lies beneath 
the inexorable pressure on food and land that caused his 
abrupt volte-face on population issues. For in 1973 his 
attitude changed, and Mexico adopted a policy of popu- 
lation control. 

The executive acted in determined fashion to increase 
the living standards of lower status groups, especially 
the rural poor. But i t  was hesitant in  creating the 

necessary fiscal and financial resources to achieve this. 
A light tax burden has been'an hislorical privilege in 
Mexico, and, predictably, any attempt to increase the 
incidence of direct taxes on the middle class or the 
wealthy was sure to provoke opposition. (Rather than 
making comparisons wi th  other income groups within 
[heir own society, these social sectors tend to compare 
their income and taxation levels with the advanced 
countries, and the United States i n  particular.) Indeed, 
the Mexican Government obtains a snialler share of total 
revenue from direct taxes today than most other coun- 
tries of equivalent or higher levels of development. Yet, 
despite the need for enhanced public revenue, Echever- 
ria chose not to enact a major tax reform. 

The Mexican model for rapid growth has required a 
prolonged and massive infusion of foreign capital. 
Foreign direct investment represents only about 5 . 5  per 
cent of total capital stock in  the country, but nearly 30 
per cent of industrial production is provided by foreign- 
owned firms. Today foreign ownership of [he most 
highly productive segment of the industrial sector may 
surpass 50 per cent. For obvious reasons of geography 
and history, the principal source of foreign capital has 
been the United States. Because about 70 per cent of 
Mexican export earnings derive from sales i n  the United 
States, the managers of the Mexican economy have often 
felt especially vulnerable to the U.S. economy and to 
United States economic policy. 

In  its design for greater control over private invest- 
;- ment the Echeverria government adopted two major 

pieces of legislation: a 1973 law for the promotion of 
Mexican investment and the regulation of foreign capital 
and a registry of technology transfers within a new law 
restricting patent rights. Nor surprisingly, the decision 
of Echeverria to sail into the muddy waters of investment 
regulation worried Me,xican businessmen as much as i t  
did the foreign investor. For some investors what began 
as a campaign to satisfy the forgotten ones of Mexico 
was fast becoming a plan to destroy private enterprise. 
Few concrete measures were essentially antagonistic to 
the private investor. Yet the atmosphere undeniably had 
changed, and i t  was disquieting for bankers and busi- 
nessmen alike. At great cost to the adminstration. 
capital was sent outside the country as private invest- 
ment fell. Private sector officials have clainied that new 
private investment in 1973 and 1974 averaged only I per 
cent. 

n the proportion that Luis Echeverria encoun- I tered and was frustrated by growing opposi- 
tion, particularly of the agricultural-industrial elite, he 
began to project his administration into the international 
arena. In  late 197 I ,  forexample, this president, who had 
promised to stay home and attend to pressing domestic 

, problems, made his first international journey !o visit 
I and address the United Nations. I t  was the first intima- 

tion of a comprehensive new foreign posture for Mexico. 
In early 1972 the seventh Party convention defined this 
new emphasis in  Mexican foreign relations to include "a 
rejection of all forms of imperialism; Mexican solidarity 
with the Third World; and support of those people that 



struggle against imperialism in their efforts to elaborate 
their own development models." I n  December of that 
same year Dr. Salvador Allende, then president of Chile, 
paid an official visit to Mexico. On this occasion the 
Mexican president spoke of "a new direction for our 
institutions.. .a new response to popular demands.. . ." 

Although the president's adoption of Third World 
causes may have been stimulated initially by frustration 
i n  his encounters with the Mexican business Clite, and 
although he may have regarded his evolving foreign 
posture as a way to legitimate his "democratic opening" 
before leftist, Socialist sectors of domestic opinion, the 
new foreign policy proved neither arbitrary nor tempo- 
rary. Over the course of his administration it became a 
major and novel commitment of his government. As 
Echevarria described his foreign policy in his final State 
of the Nation address on September I, 1976: 

Our own domestic situation would not allow us to 
remain indifferent to world events. The inequitable 
structure of international economic and technological 
exchange presented serious obstacles to any attempt 
to further our domestic progress. Economic and mon- 
etary decisions made in  the centers of power and 
spiraling inflation that was principally caused by the 
economies of highly industrialized nations slowed the 
pace of our productive plant's growth and affected the 
living standards and employment levels of large 
sectors of our population.. . . 

Thus the two fundamental goals of our international 
policy were established: the creation of the essential 

conditions and the search for new alternatives to pro- 
mote our country's economic and social development 
and a creative, responsible and solidary participation 
with progressive forces, with the Third World countries, 
i n  the battle they are waging against irrationality, 
exploitation and injustice. 

The enthusiasm and vitality with which Luis Echever- 
ria charted this new course is self-evident. At the 
beginning of his term Mexico shared diplomatic rela- 
tions with only sixty-seven countries, and by its end with 
127 nations. He prepared, promoted, and finally saw 
adopted by the United Nations a new Charter on the 
Rights and Duties of States. In July, 1974. Echeverria 
proposed the formation of the Latin American Economic 
System (SELA) for "the organization of joint efforts'' 
with other Latin American countries, "the transfer of 
experience and resources," and the promotion of "mul- 
tinational organizations that will assist in defending our 
economies." He called these recommendations "the 
beginnings of genuinely Latin American economic 
cooperation without tutelage or assistance from the 
centers of power. " For Luis Echeverria domestic and 
foreign policy had become part of the same strategy. In 
his words, "[the] responsibilities of a revolutionary state 
in combating colonialism within and outside its borders 
have invariably guided our actions abroad." 

These new themes in foreign policy found deep echo 
within the Mexican psyche. Self-doubt and resentment 
occasionally mingle with admiration for the "elephant to 
the north,'' occasionally with fear. As recently as the 
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summer of 1976, i n  a bold confrontation with the 
Echeverria administration, over seventy members of the 
United States Congress signed a letter warning of power- 
f u l  .Communist interests i n  Mexico that might erect a 
"cactus curtain." A sense of common burden and hence 
common purpose with other countries has not been 
notable i n  Mexico's past. Thus the symbolic identifi- 
cation of a Third World common cause resonated with 
Me x i c a n i n t e 1 1 ec t u a I s .  

Although President Echeverria's brand of populism 
and ardent nationalism frightened off private invest- 
ment, since 1974 Mexico has been able to ride the OPEC 
boom. Fabulous new discoveries were made in both the 
traditional producing regions around Tabasco and Vera- 
cruz and in Chiapas and the northwest of Baja Califor- 
nia. Already the results can be seen. In 1975 Mexico's 
export earnings from crude petroleum and derivatives 
passed $480 million; at the same time, petroleum prod- 
uct imports fell to $322 million. In 1976 crude oil 
production reached a million barrels daily, with an 
exportable surplus of about I O  per cent. 

Yet, compared with the soaring rate of public ex- 
penditure, the promised income from oil proved too 
little. too late for Echeverria. A small budget deficit in 
1969 had grown in proportion to the total budget through 
1976. The most alarming aspect of this deficit was the 
enormous increase i n  the allocation for public debt 
servicing. Interest payments on the official foreign debt 
were equivalent to about 27 per cent of export earnings in 
1975, an unprecedented level. The mid-years of his 
administration saw three chronic challenges of all 
rapidly growing economies in  Latin America: how to 
maintain relative price stability; how to manage growing 
public indebtedness; and how to generate employment 
opportunities for a rapidly growing labor force. 

hefirst hint  of rising inflation occurred in T 1972, when a combination of factors, both 
domestic and foreign, seemed in conspiracy. Price levels 
had risen on an average of about 2 per cent annually up to 
1970. A slight increase occurred shortly thereafter, 
followed in 1973 by much higher levels of more than 15 
per cent and 20 per cent in  successive years. The secorid 
major weakness arose i n  the balance of payments and the 
fast-rising debt. Export sales faltered badly beginning in 
1973. For one, demand fell for Mexico's main tra- 
ditional exports-coffee, cotton, and sugar-during the 
world recession of 1973-75; as these volatile commodity 
prices tumbled, export earnings dropped off. For 
another, with internal inflation and a fixed dollar ex- 
change rate, Mexico's manufactures-about 45 per cent 
of total exports-declined too, facing increasingly stiff 
competition elsewhere. The resulting trade deficit, and a 
severe drop in tourist income that was felt from 1974 on. 
wreaked havoc on Mexico's balance of payments. 

Although inflation and balance-of-payments prob- 
lems continued to plague Echeverria's economic manag- 
ers. a more stubborn and persistent problem was that of 
unemployment and underemployment. Between 1970 
and 1976 approximately 300,000 new jobs opened each 
year, far short of the 800,000 new openings required 

annually merely to keep abreast of demographic trends. 
What is most tragic about this failure to provide adequate 
employment is that tneasures to combat inflation, public 
indebtedness, and balance-of-payments deficits u n -  
doubtedly aggravate and increase unemployment. 
Equally important, these same policies slow down the 
creation of new jobs. Anti-inflation policies invariably 
reduce investment and employment. Likewise, a de- 
crease in public expenditure reduces demand in  the 
aggregate and, hence, employment. 

Over time the inability to attend to economic affairs 
customarily raises serious political conflic!. .4nd, cus- 
tomarily, the most serious challenge comes from those 
who, seeing their interests threatened, cominand suffi- 
cient power to protect their position. I n  Mexico the rural 
and urban poor possess few such means; workers and 
university students are somewhat better endowed. The 
most powerful remain the modern industrial-agricul tural 
elite. who have also been most favored by government 
policy. Already alienated by Echeverria's policies for 
greater regulation of private investment atid his incipient 
Third Worldism, they were alarmed even more by the 
worsening economic situation. The final two years of the 
Echeverria administration can be described as a period of 
outright confrontation, characterized by verbal ac- 
rimony between business and government. The presi- 
dent made every effort to consolidate his own power, 
hoping thereby to ride out any crisis and see his policies 
prevail. Nevertheless, the firm measures that he adopted 
were often in  direct contradiction to his earlier design for 
"democratization" and "self-criticism." 

cheverria dealt vigorously with his own E cabinet, governors, and party lieutenants. 
At the end of his administration only six of the original 
eighteen ministers remained; four of those removed 
reappeared later as state governors. Among central 
government officials of the second or third level, approx- 
imately six were moved out and appointed or elected as 
governors. These and other changes made way for a 
newer generation of PRI functionaries to rise i n  power 
and also fortified the president's personal control over 
the government bureaucracy. Despite the electoral re- 
forms of 1972 and 1973 that eased the conditions for 
party registry and minority parties' representation in the 
Chamber of Deputies, the opposition parties grew 
weaker still. The National Action Party (PAN), tra- 
ditionally identified with Mexican conservatism, was so 
divided in 1975 that no presidential candidate was 
named. The other parties, but :especially the Party of 
Popular Socialism (PPS) and the Authentic Party of the 
Mexican Revolution (PARM), found elections rigged 
against them, their leadership in dispute among them- 
selves, and political aspirants co-opted into the PRI 
government. 

Mexican governnients have never tolerated much 
union opposition. Echeverria, too. used labor organiza- 
tions to exercise control over the labor movement. When 
wage demands by organized labor reached unacceptable 
levels in the late years of the Echeverria administration, 
firm measures were taken by the government. I n  1976 at 
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least two strikes were settled abruptly and wi th  no 
obvious concessions made to the workers. In other cases 
the government used both police and military force to 
establish order. 

But a firm hand over his own party and administration 
and a tightening of the control of organized labor were 
insufficient to relieve the president's need to protect his 
own position. I n  a set of actions that turned out to be 
among the most widely controversial of his administra- 
tion. the government increased press control. Normally, 
governnient possesses sufficient means to coerce the 
press and the media. In hlexico paynients to journalists 
who cover government activities are common; all 
foreign correspondents are held on six-month courtesy 
visas; and, in  a n y  case, virtually all newsprint is im- 
ported and distributed by the state-owned Productos 
Importados de Papel, S.A. (PIPSA). But whatever inde- 
pendence Mexico City dailies may have enjoyed deteri- 
orated further through a government-inspired and ma- 
nipulated takeover such as occurred with Excelsior in 
J u l y ,  1976. 

Owned and managed as a cooperative, Excelsior had 
been directed since 1972 by Julio Scherer, a gifted 
journalist and qditor. Under his leadership a team of 
approxiniately fhir ty  writers drawn from universities, 
political life, and the church joined the paper. Excelsior 
was. more than any other forum, a guide to current 
Mexican affairs. During the npertura and later, E.rcel- 
sior seemed to characterize the Echeverria way, a more 
open political process, greater participation, and a 
search for reform. A complicated chain of events led to 
the changes in  control of Escelsior, the dismissal of 
Scherer, and the resignation of his editorial staff. The 
result has been a paper of more centrist character. less 
inclined to analyze or question public policy. 

Without doubt Echeverria proved as ruthless in  apply- 
ing the instruments for control at his disposal as he was 
imaginative in  his earlier overture to the underclass of 
Mexican society. Although he broke ranks with his 
predecessors, he did not break faith with the revolution- 
ary creed. Presumably, however, the mobilization of 
counterelites and an ilite backlash are not sufficient 
conditions for a breakdown of order. Although tension 
mounted within the country on several occasions in the 
last year or so of his administration, the political institu- 
tions held. 

he greatest strain of all was to occur i n  the T unprecedented though not totally unex- 
pected devaluation of the peso on August 3 I ,  1976, [he 
first devaluation i n  over twenty years. There was little 
doubt among economists that a devaluation would make 
eminent economic sense, an opinion they had shared 
since the late 1960's. The situation was critical, for 
capital continued to flow out of the country in  1975 and 
1976 and the international banking community and the 
International Monetary Fund demanded that some action 
be taken if  the peso was to be supported with loans. 
Whatever the immediate pressures to force the decision, 
the fateful choice was made and announced by the 
finance minister, Mario Ramon Beteta. Overnight the 

peso fell from 17.50 to the dollar to 20.50 in  the Mesico 
City money markets. ' 

That both the government and the public ivere essen- 
tially unprepared for the consequences was immediately 
evident. Shortly after t h i  peso was floated a surtax was 
imposed on foreign sales and certificates of  exporter's 
tax rebate were eliminated-both measures likely to 
counter the incentive to export. Sis weeks later. wi th  
exporters complaining of r u i n ,  the surtax was renioved 
and the tax rebate restored. The authorities then 
stabilized the peso at 19.90. Prices. which had in many 
cases already risen sharply. were officially hiked I O  per 
cent, and a 23 per cent general wage increase was 
decreed. Meanwhile, the economy continued to bleed i l s  

huge amounts of capital were converted into foreign 
currency and moved out of the country. All told. be- 
tween September 15 and November 2 l a n  estimated $4 
billion fled the country. Banks were unable to keep up 
with withdrawal requests, and rumors circulated that 
accounts would be frozen or foreign exchange transac- 
tions suspended. On October 26 the peso was floated 
again and fell to 26.50 to the dollar. Nevertheless, 
throughout the first three weeks of November money 
continued to leave the banks, and on November 22 the 
Banco de Mixico finally refused to exchange pesos-a 
move that effectively dampened speculation unt i l  the 
change of administration' on December I ,  1976. 

Needless to say, Echeverria bore the brunt of public 
outrage as mistrust fed speculation during the peso's 
three-month slide. First, workers on August 31 de- 
manded a general wage increase equivalent to the 59.3 
per cent devaluation. Nationalists were mortified to 
learn that the devaluation was a condition imposed on 
Mexico to obtain a $2 billion line of credit from interna- 
tional financial sources to shore up the falling 
reserves-$I,200 million from the International Mone- 
tary Fund and the U .S.  Federal Reserve System and $800 
million from private banks. With these additional loans 
raised in the final weeks of the administration, the public 
sector external debt reached an unprecedented $20 
bill ion. 

In  spite of the tension, the president decided on one 
more controversial move. I n  response to longtime 
peasant mobilization in ihe northwest state of Sonora, he 
announced o n  November 22 expropriation of 250.000 
acres of land-which apparently violated constitutional 
guarantees for the landowners, for less than a week after 
the new administration was in  place the decision was 
suspended by a supreme court judge. The abuse heaped 
on Echeverria by landowners and private businessmen, 
who called a nation-wide strike on November 24, added 
to the run on the banks and contributed to the teniporary 
suspension of  the foreign exchange markets i n  late 
November. Less than a week later President Lopez Por- 
tillo took the oath of office with a speech that was 
designed to calm the political passions of an expectant 
people. 

ny chronicle of these last several years of A Mexican history begs for a broader as- 
sessment, because to some degree events have come a 
fu l l  circle since the late sixties. What began shortly after 
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Echeverria took office as an  attempt to enhance the 
welfare of the lower socio-economic sectors and to 
diminish correspondingly the political influence of the 
agricultural-industrial elite has ended, i n  effect. wi th  
renewed evidence of that group's preeniinant position in 
Mexican society. Paradoxically, the elite's capacity to 
reassert traditional supremacy is not so much due to 
control of the formal political apparatus. I t  is their 
economic power, demonstrated, above all else, i n  the 
veto power of their unwillingness to invest during the 
Echeyerria period, that has predominated. Former Presi- 
dent Echeverria made some fundamental mistakes that 
helped bring about his own failures in  policy. Most 
notably, his soaring ambition for social reform was not 
reined in  when financial resources were not forth- 
coming-policies for redistribution cannot be financed 
solely on credit. Nor did his bifterconflicts with business 
over policies of investment regulation restore a consen- 
sus for social development. But  to explain the eventual 
confusion and failure of policy by executive inefficacy 
or lack of will alone is tooversimplify. Mexican policy is 
sorely constrained by a domestic order that sharply 
delimits the meaningful political expression of those 
likely to gain from programs of social reform. Those 
reforms that urc effected are. in tu rn ,  highly vulnerable 
to the economic sanctions of those sectors of the popula- 
tion, including the international business community, 
that have benefitted disproportionately from the fruits of 
the Revolution and perceive a loss of their privileged 
status in new government-sponsored social initiatives. 

The circle having closed, the political situation is 
strangely like that i n  the years before the 1968 
confrontation. The strategy for economic development 
has become once again a drive for rapid industrialization 
highly dependent on private and foreign capital and 
credits. The state's role as an arbiter for welfare-to be 

achieved through resource transf#r between social 
sectors, as emphasized by Echeverria-will be sharply 
reduced. But the world economy is not as healthy now. 
Several years of global inflation have reduced average 
growth rates by over 50 per cent i n  the industrialized 
West. Prospects of a return to higher growth rates are not 
encouraging; they are less so i n  Mexico. The model 
adopted by Echeverria was unable to prevent a rise i n  
social pressures and political tension. I t  will  be even 
more difficult i n  the future. Increased political control of 
the working class, the growing urban masses. and the 
rural poor appears unavoidable. 

I f  this overall projection is accurate: the fundamental 
problem of new President L6pez Portillo becomes the 
political rights of the Mexican underclass. Perhaps i t  was 
his recognition of this profound challenge that gave rise 
to the most poignant phrases of his inaugural address: 

For the poor and the dispossessed, i f  I could make a n y  
call, i t  would be for forgiveness for not yet having 
.lifted them out of their misery; but I also say to these 
people that the entire country is aware and ashamed of 
our backwardness in this respect: and i i  is for this very 
reason that we are joining together to achieve justice 
through law.. . . 

If  the price paid for renewed investor confidence and 
acceleration of growth is .increased repression, the 
Mexican system will eventually be imperiled, for that 
way  lies military force and coercive control i n  the style 
of Brazil or Iran. The discovery of rich oil deposits and 
Mexico's reentry in  the oil export market promise 
abundant resources, and Mexico has many other 
advantages of size, location, resources, and human 
capacity. Whether these opportunities are seized or 
squandered remains the prerogative of the political Clite. 


