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PREFACE

This study was undertaken by.the Regional and Country Studies Branch
of the Division for Industrial Studies, UNIDO within its research rogramme
concerning the role of {he public sector ir the industrialization of
developing countries. Through this research programme, an attempt has
been made to analyze the role and functions of the public industrial sector
in developing countries and to examine the crucial issues surrounding

their operations.

The country studies have prirarily focussed upon the role of puhlic
industrial enterprises'as an instrument for implementing industrial policies
and strategies, their contribution to growth and development of the indus-
trial sector and national economy, their operstional performance, as well
as their relationship with the private sector, and their contribution to
technolcgical development and participation in international cc-cperation.
By examining *he role of public industrial entserprises and identify%pg
the major constraints facing these enterprises in various developing
countries the uncertainties surrounding their cperational performance may
be reduced and a basis laid for improving their efficiency and enhancing

their contribution to industrial growth and naticnal development.

This particular country study analyses the role of the public indus-
trial enterprise sector in Mexico. The study examines the growth and
diversification of the Government's enterprisal activity in the industrial
sector, the impact of these enterprises on the 2conomy as well as the
Govermment's effectiveness in usin; such enterprises as instruments of

economic policy.

This report is an abbreviated version of a larger study carried out
in 1980/81 in co-operation with Mr. Antonio Ruiz Zubiaurre®, consultant,
and the International Center for Public Enterprises in Daveloping Countries
(ICPE). Since then, the Mexican eccnomy has undergone significant
changes particularly regarding its foreign debt situation, which are not
reflected in the study.

# The views expressed in this study are those of the consultant and do
not necessarily reflect the views of the secretariat of UNIDO or of
the Governmments of any of the countries mentioned in the study.
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INTRODUCTION

Since the middle of 1982, Mexico has been the centre of intermational
economic attention. By the end of the year, Mexico had reached an accommodation
with the International Monatary Fund and the private (mainly United States)
banks that were its chief creditors oun the re-scheduling of its debt. Mexico's
subsequent economic performance is being studied with interest because of a
number of Latin American countries - particularly Brazil and Agentina - are in
a similar situation. An inability on their part to meet their intermacional

financial obliga~ions may precipitate a serious intermational crisis.

The seriousness of Mexico's debt problem can be seen from the fact that
interest oan external public debt increased from $216 million in 1970 to $4,700
million in 1981. During this period export revenue increased significantly.

Despite this, the debt service payments, as a ratio of exports, increased from 23.6
per cent in 1970 to 28.2 per cent in 1981.

Moreover, since the early 1970s the public industrial sector has been a
large external debtor. The public industrial sector accounted for a larger
proportion of total foreign deb:t than the private sector. In 1978; the
external debt of the public industrial enterprise sector was 87% larger than
the external debt of the Mexican private sector. The large public enterprises -
such as "Commission Federal de Electricidad” and the "Petroleos Mexicans"
(PEMEX) - were particularly large foreign borrowers. More than 70 per cent of
the total financing of public industrial enterprises has been obtained in the
form of credit from foreign institutions., Much of this credit has been extended

by groups that sell plant and machinery to the Mexican parastatals.

The high level of foreign borrowings by Mexican public industrial enter-
prises can be explained by two factors. First, the larger of these enterprises -
in particular PEMEX - found that borrowing abroad was comparatively easy during
the 1970s. Secondly, they were restricted by Government from charging an
economic price for their output. The Government adopted a deliberate policy of
underpricing in the energy sector. It has been estimated that if energy prices
had been in accordance with cost of production, this could have realized
additional revenue equivalent to approximately 30 per cent of the foreign debt
incurred by this sectur during 1978.
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Foreign indebtedness has thus been a growing problem for the parastatal
sector in Mexico. Given the importance of these firms within the Mexican economy,
the restructuring of the finances of the parastatal sector is likely to be an
essential compo. ent of a strategy to reduce foreign indebtedness and increase

the capacity of '.:xico to meet its international obligations.

In late 1983 the Mexican Govermment announcedl! intention of
reprivatising national companies. Several hundred corpanies, in which the
former privately owned banks had equity stakes or owned them completely
will be returned to the private sector. When the private banking system
vas nationalized in Septembar 1982 the State also took over the banks
portfolios, which include equity stakes in the majority of the country's
100 most actively traded companies on the Mexican stock exchange. The
Government has spoken of keeping the bank's participation in "strategic"
industries like mining and secondary petrochemicals.

This study examines in depth the objectives, structure and
performance of the parastatal industrial sector in Mexico, While it does
not reflect recent econcmic and financial changes, it is nevertheless
hoped that it will contribute to an appreciation of the issued involved
in increasing the effectiveness of the public industrial enterprise gector

as an agent of economic development.

1/ Financial Times, 18 November 1983.
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PART ONE: DEFINITION, EVOLUTION AND STRUCTURAL ASPECTS CF THE PARASTATAL

INDUSTRIAL SECTCR

CHAPTER 1. BASIC DEFINITION AND CONCEPTS OF THE PARASTATAL INDUSTRIAL SECTOR

In this chapter some basic definitions will be furnished, in order
to facilitate understanding of some terms used in the present study.

Such definitions are contained in Mexican legislative texts.

1. Basic Definitions of the Parastatal Industrial Sector

(1) Public sector: This refers to the entity in charge of
carrying out the political and administrative activities
for the achievement of the economic goals of the state.

(ii) Federal public administratici: comprises institutions that
carry out the activities pertaining to the Government,
related to the functions of the public sector. According to
tne kind of politiecal organisation, this structure can be
of federal (national) concern or local concern. It is
integrated by two sectors:

- Central Government: organisations grouped in such a
way that they create among themselves a subordination
link for the implementation of decisions taken by the
President of the Republic.

- Parastatal sector: group of public enterprises
established by creation and/or participation of the

7 Government for the achievement of a specific goal.
Companies within this sector have serarate Juridic
and economic means, are autonomous and linked to the
Central Administration through & co-ordination and
control relationship in the field of programming,
budgeting and evaluat:.on. This sector includes many

industrial enterprises.




2. Concert of Public Industrial Enterprises

(i) Public Enter *ise: In Mexico the concept of public enterprise
is defined in article one of the Organic Law of the Federal
Public Admiaistration. It includes decentralized organisations,
enterprises with state participation, national credit
institutions, national credit auxiliary institutions and
the trusts. Parastatal enterprises are of the following:

- Decentralized organisations: They are the institutions
created by the congress or by the Federal Executive.
They are ruled by their Organic Law approved by the
Legislative Power and have their own Juridical
individuality. As their resources comprise of
contributions from the FPederal Public Administration,
there does not exist a shareholders assembly and their
capital is not represented by shares.

- Direct rarastatal enterprises: They comprise enterprises

in which the Federal Government has the following
prerogatives:
- Owns 507 or more of the shares and prefereatial
shares
- The Federal Government appoints the majority
of the members of th< Board
-~ The Federal Government appoints the President,
Director or Manager
- The Federal Government has the right of veto with
regard to the agreements of the general assembly
of sharenolders, the administrative board and

the board of directors.




Direct parastztal enterprises are constituted according
to Private Law, ruled under the Mercantile Code stipulationms,

and structured as share companies.

Indirect parastatal enterprises are entities in which

0% or more of the share capital comes from other state
enterprises. These enterprises are also governed by

Private Law. Many important state enterprises such as
"Nacional Financiera, S.A." and "Sociedad Mexicana de
Credito Industrial” are included in this group.

Minority pa-astatal enterprises are Mercantile Companies

in which the parastatal entities own, Jointly or separately,
less than 50% but more than 25% of the share capital.
Usually these enterprises have a special relationship with

the majority parastatal organisations.
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CHAPTER 2

THE ROLE OF MEXICAN PUBLIC INDUSTRIAL ENTERPRISES

The expansion of the parastatal industrial sector is a consequence
of several factors. Ia some cases, public industrial enterprises have
been created in response to economic, political and social problems.

In other instances, the creation of s:tate enterprises arose from
specific proJects which are based on feasibility studies carried out
by the entities which act as state holdings and which carry out their
own development and enlargement programmes.

Generally it could be said that there has not existed a sufficiently
defined policy due to the differences about the role of the parastatal
industrial sector ia the national economy. The parastatal industrial
sector's significance as aa instuument of ecoromic policy has been
changing over the years; however in general there is a tendency towards
increasing importance. It is for this reason that the objectives of the
public enterprises have been gradually enlarged.

Nine general and specific objectives explain the reasons for the creation
of public industrial enterprises.

(a) To protect national sovereignty and oropitiate the rational

exvloitation of natural resources

This objective was reflected in the decision to nationalise
the petroleum industry in 1938, which was until then, completely
in the hands of transnational enterprises. Since then exploitation
of all hydrocarbon products is carried out by the state enterprise
"Petroleos Mexicanos" (Mexican Petroleum Company).
In 1961 the electricity industry was also nationalised.

This had also been dominated by foreign enterprises. The acquisition




of this industry was not carried out through a unilateral and
forceful decision, similar to the petroleum expropriationm, but
through negotiations between the Federal Government and the
electrical enterprises. At present 902 of the electric energy
consumed by the country is generated by the state enterprise

"Com. sion Federal de Electricidad" (Federal Electricity Commission).

Ta 1979, the Mexican Governmen!: created "URAMEX" the decentralised
orgarisation responsible for the exploitation, extraction, trans-
formation and commercialization of all radioactive minerals.

Today the state is the owner of all the country's energy
sources. I*s exploitation is carried out through the state
enterprises.

Mining has been a traditional activity in Mexico, the penetration
of foreign capital in this area dates from the nineteenth century.
However, the post revolutionary govermments have always shown interest
in the mexicanization of this activity. In order to achieve this
objective, the granting of fiscal incentives to foreign mining industries
has been made conditional to the operation of a program which encourages
the sale of shares to Mexican nationals. This programme has been complemented

and there is an increasing participation of state enterprises in this

sector of the economy.

In 1971 the last mining enterprise with foreign capital was
nationalised and the Federal Government, through the decentralized
organisation "Comision de Fomento Minero" (Commission for Mining
Promotion), encouraged important expansion plans for the exploitation
of large deposits of copper, iron and phosphorous, discovered in
the gixties.

The exploitation of sulphur deposits by state enterprises is
a consequence of negotiations initiated in 1970 batween the Federal

Government and foreign enterprises.




(b)
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As sulphur ‘= th: basic raw material reqguired to produce
fertilizers and these are required by national agriculture, the
Federal Government acquired a large part of the shares of foreign
fertilizer companies, transforming them into enterprises of majority state
participation. In this way, the state has obtained the right to
distribute production according to national needs giving priority to
national markets and exporting the surpluses.

The discovering of important deposits of phosphoric rock which
is also a raw material used for the production of fertilizers, led to
the intervention of the Federal Government, through state enterorises
in the control and orientation of its production. The Federal
Government thus has control ove: the exploitation of the wain raw
materials for the production of the nutrients that the national
agriculture requires. As the production of fertilizers is completely in
the hands of state enterprises; it is possible to sell this product at

a8 subcidised price.

To provide basic inputs for industrial development at subsidised

grices

Energy products constitute basic inputs for all sectors of
the economy. The oil industry expropriation and the nationalization
of the electric industry, allowed the Federal Governmmen! to charge
low prices for energy prcducts thus stimulating industrial growth
in Mexico. Relative price stability characterises the markets of
the most important oil products: gasoline, diesel, fuel oil,
lubricant oils and natural gas.

The price of gasoline remained unchanged during 13 years
11959-1972) and the present price has remained the same since 1975.

The orice of diesel remained constant for 13 years, it was

increased in 1974 and since 1975 up to today, has continued to be the

same.




-7 -

Natural gas prices remained unchanged during 1961-1971, :n
1974 a new price increase was authorized, which slightly went up
in 1977 and since then it has not been modified. Most other
oilproducts have had constant prices during the 1960s. Prices
were increased in 1973/1974 and have remeined unchanged since
1976.

In electricity prices remained constant during the 1962-1972

period, since 1972 there was a price increase on domestic use

and on the énergy used by small industries. The tariffs for
agricultural use were kept the same. Subsequently, some price
increases were authorised and since June 1978 a policy was adopted
to increase the price by 1.57 ner month up to June 1979.
Siderurgical products have also enjoyed price stability.

They were kept the same from 1957 to 1963 and in 1964 an increase

of 3.8% was authorised keeping them constant until 1969. 1Imn 1970

an increcse of 8.5% was ollowed; prices were again raised in

1974, Since that date annual price increases have been authorised
but these have always been lower than the growth of the natiomal
price index.

The same situation can be observed regarding fertilizer prices.
They have changed through moderate increments, lower than the
price increases of agricultural products. Comparing the fertilizer's
price index with the national index, a permanent deterioration
in fertilizer's "terms of trade"” can be observed.

With reference to the chemical industry's inputs, it must
be pointed out that their production is totally in the hands of
"PEMEX". Prices of transformed goods (basic petrochemical products),
have also stagnated. Even when "PEMEX" is not able to satisfy
the private sector's requirements, it imports petrochemical products

and sells them at subsidised prices.




(c)

To promote the development of capital goods' industries and to

carry on with the process of imports substitution

The industrialisation strategy which the country followed at
the b:ginning of the Second World War was based on an indiscriminate
impcrt substitution of durable consumer goods. This gave way to
the formation of a lopsided industrial structure and created
problems of dualism. Industries producing luxury consumer goods
grew disproportionately and the industry for intermediate and
capital gocds was left behind.

This led to increasing imports of intermediate and capital
goods inputs causing an unfavourable effect on the country's
commercial balance. The Mexican Government
has tried to change this situation and has promoted the creation
of eaterprises producing intermediate and capital goods. At the
end of 1979 there were 30 state enterprises carrying out these
activities.,

The state shipyards, 'Constructora Nacional de Carros de
Ferrocarril” (National Manufacturer of Railway Cars), 'Diesel
Nacional" (National Diesel Company) and "Siderurgica Nacional"
(National Siderurgical Company) are the pioneer enterprises in the
manufacture of transport equipment. The product variety manufactured
by the state enterprises in this sector has been diversified as a
result of the internal complementation of the industries already
installed and of the starting of new production lines. -

The state enterprise ''Diesel Nacional' which manufactures cars,
buses, trucks and engines, promoted the creation of other industries.

The most important ones are:
- '"Motores Perkins, S.A.": manufacturing diesel engines
- "Dina Rockwell Nacional, S.A.": producing axles, brakes and

other spare parts for cars.
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- "Dina Komatsu Nacional, S.A.": manufacturing caterpillars

tractors, spare parts and accessories.

- "Maquiladora Automotriz Nacional, S.A.": assembles the brand

"Dina" vehicles.

- "Barrenas de Acero y Aguses, S.A.": manufactures steel drills.
The enterprise "Siderurgica Nacional, S.A." has promoted as branch
enterprises:

- "Tracto Sidena, S.A." which manufactures tractors, agricultural

machinery and implements, and

- "Nacional de Instrumental Medico, S.A." which manufactures

steel instruments and accessories for medical use.

The state enterprise "Comnstructora Nacional de Carros de
Ferrocarril, S.A." is the only fimm in the country manufacturing
freight cars for the railway system. This enterprise has attained
high efficiency in the products it manufactures and exports a
considerable proportion of its production to the United States of
America, Canada and South Americz. At the present time it is
ranufacturing subway cars which were originally imported from France.

The state enterprise 'Cabezas de Acero Kikapoo, S.A."

(Rikapoo Steel Heads Co.) complements the activities of the above
mentioned enterprise, manufacturing railroad cylindrical tanks.

Regarding the production of automotor vehicles, the state
enterprises ''Diesel Nacional" and "Mexicana de Autobuses, S.A.",
are the leading enterprises in the bus and truck national market.

Other state enterprises active in this field are:

- "Manufactura Mexicana de Partes de Automobiles, S.A." which
manufactures dashpots, piston rings, ball molds and radiators.

- "Borg and Beck de Mexico, S.A." which manufactures car clutches.

- "Rassini Rheem, S.A." which manufactures springs and suspension

parts.
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- "Mecanica Falk, S.A." which manufactures crankshafts and
springs.
- "Fundidora de Hierro y Acero, S.A." which manufactures

monoblocks and engine parts.

The use of machinery and tools is ne .essary for the manufacture
of intermediate and capital grads. It is for this reason that several
entities of the public sector nave promoted the creation of factories
manufacturing winches and drillings of diverse sizes and specialities.
A the ead of 1979 there were three state enterprises manufacturing
this kind of machinery: "AHMSA" -"Fabrica Nacional de Maquinas y
Herramientas, S.A.", "Mecamex, 5.A." and "Oerlinkon Italiana de
Mexico, S.A. de C.V.".

At the same time the state enterprise ''SWECCMEX, S.A." hnas
been created to satisfy part of the machinery requirements for the
electric and petrochemical industries.

The country's mining sector imports a high proportion of the
machinery it uses. However the state mining enterprise "Compania
Real del Monte y Pachuca", has started the production of mining
equipment, drilling machines and cari for mining railroads.

To promote regional development and industrial decentralization

The country's industrial development was characterized by
an excessive concentration of the manufacturing industries in
three cities: Mexico City's metropolitan area, Monterrey and
Guadalajara. In 1975 these three cities contributed 66.8% of the
country's production. Mexico City's metropolitan area on its own
accounted for 49.87 of industrial production, 37.1%7 of the assets
and 50.3%7 of the manufacturing sector's added value.

Excessive urban concentration has also been experienced in
Guadalajara, Monterrey and the cities located on the border with

the United States of America. This generates an excessive demand
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for urban iufrastructure, public services and jobs which are very
difficult to provide by local authorities.

The Federal Governunent has established diverse mechanisms
intended to promote industrial development in areas of the country
with less relative development and so the public sector's industrial
plants have mainly been located outside the great vican ceatres.

The expansion projects of the parastatal sector face the need
to create new develovment poles and to minimize rural-urban migration.
Among the most important actions that have been taken is the creation
of the state enterprise "Siderurgica L#zaro Cardenas - Las Truchas"
which has been located in & development pole for the west ccast of
the country.

To face the country's growing demand for steel, two alternatives
were ronsidered to cnlarge steel production capacity where the
siderurgical plants were already lccated or to build s new plant
with substantial capacity. The Federal Government chose the second
alternative.

The building of "Siderurgica Llazarc Cardenas - Las Truchas"” was
started in 1971 in a coastsl region on the Pacific Ocean with only
13,000 inhabitants who used to grov coconuts and corn and undertake
fishing for self consumption. The region did not have any
infrastructure such as roads, ports or railways.

The project consists of establishing a siderurgical plant
compared to the largest ones in the world. The first stage has
already been finished and has a production capacity of 1.3 million
tons of steel per year. The second stage will enlarge the installed
capacity to 5 million tons and it is estimated to be finished by
1983.

Building of the first stage transformed the region into an

authentic development pole. The population grew from 13,000




inhabitants in 1970 to more than 100,000 in 1976. This involved the build-

ing of a new city, a large capacity port, a railway extension line which
connects the city with the national network and a highway.

The plant's existence has led to the creaticn of new industries which
offer inputs and services to the siderurgical plant or which transform its
products. Small agricultural and industrial enterprises have also been
developed to meet rapidly growing local demand.

Another important project involves the building of the state enterprise
"Benito Juares Pena Colorada" in 1971 intended to exploit the iron deposits
estimated in 106 million tons. 1In 1978 this entarprise produced 3 million
tons of peletts, a basic input for the country's siderurgical industry.

The creation of this project led to the growth of a small town and to
the provision of electricity, telephones and telegraphs to the municipality.

It can be said that the decision to establish state industries in the
country's provinces has been a permanent feature of different govermment
adminstration. In 1975 85% of parastatal industrial plants were located
outside the main urban area.

(e) To improve the standard of living of the rural sector through the

raticnal exploitation of natural resources and job creation

The Federal Government through its financing institutions has
encouraged the establishment of agro-industrial state enterprises. The
parastatal sector has established 31 enterprises dedicated to the exploi-
tation of the country's forest resources. Among them, the country's most
important are: "Productos Forestales de la Tarahumara, S.A.", "Forestal

Vicente Guerrero'" and "Productos Forestales Mexicanos".
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The parastatal sector has high technology entervrises in the
cellulose and paper industry which satisfy a considerable vroportion
of the national demand. Among them, the following ones can be
mentioned: "Compania Industrial Antenquique”, "Fabrica de Papel
Tuxtepec” and "Celulosa del Pacifico”.

In some rural areas the state enterprises are the only cnes
acquiring the locality's agricultural products and so constitute the
principal income source for the farming sector.

At the beginning of the present century great importance was
given to henequen in the Yucatan peninsula which exported almost
its whole production. Later, the appearance of synthetic fibres
gave way to a ruinous competition and henequen's international demand
collapsed, As the farming of other products is impossible in this
region there was an economic decay in the area. In order to deal
with this situation the state enterprise "Cofdemex" was established
to acquire henequen fibre and industrialise it for the elaboration
of new products with national and intermational demand.

In the south eastern side of the country the cultivation of
the "Barbasco” plant is encouraged by the state enterprise
"Proquivemex"”. This enterprise has succeeded in maintaining and
increasing the price of 'barbasco" flour in spite of strong pressures
by transnational pharmaceutical enterprises. At the present time
Mexico is one of the main exporters of synthetic hormones, meinly
due to the activities developed by "Proquivemex'.

To protect the pooulation's acquisitive power, offering basic

foods at subsidised prices

Since 1939 the public sector has involved itself in the price
maintenance of basic products by fixing maximum sales prices and

by the creation of the decentralised organisation "CONASUPQ",




regulating the demand and supply of basic foodstuffs.

The existence of a fixed sugar price for prolonged periods led
to a declime in private investment in the sugar manufacturing branch
Many bankrupt sugar mills were acquired by the Federal Government.

At the end of 1979 there were 43 state enterprises producing
sugar and its derivatives. It is estimated that the public sector's
sugar mills contributed 67Z of sugar production.

During the last decade it was observed that milk production was
growing at a slower pace than demand, due in part to the existence
of stagnant prices for relatively prolonged periods. To alleviate
this problem "CONASUPO" established a branch called "Leche
Industrializada CONASUPO, S.A." (CONASUPO Industrialized Milk
Con. my) which produces hydrated milk cut of powdered milk. This
enterprise cells the product at low prices and imports powdered
milk to cover the insufficient national supply.

"Trigo Industrializado CONASUPO, S.A." (CONASUPO Industrialized
Wheat Company) and '"Maiz Industrializado CONASUPO, S.A." (CONASUPO
Industrialized Corn Company) were established to produce wheat
and corn flour which are the most important in the mexican diet.

To regulate the meat market, Mexico City's slaughterhouse
enlarged ity activities and established an enterprise specialising
in the productior and marketing of camned meat.

The state enterprise "Productos Pesqueros Mexicanos, S.A."
was established in 1965 to carry out the following activities:
fisting, processing, commercialisation and export of marine species
for human consumption and for industrial use.

"Productos Pesqueros Mexicanos, S.A." constitutes a holding
with 15 enterprises specialising in diverse activities such as
freezing, industrial processing, sales to wholesale merchants and

to the public and export. The holding has its own fishing fleet.
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To rehabilitate private enterprises which are poorly managed and

in bankruptcy

The Federal Government through naticnal credit institutions
tries to rehabilitate bankrup: and loss-making private enterprises
by means of social capital contributions, debt absorption and credit
cancellations.

The state's financing institutioas have participated in the
social capital of enterprises such as the manufacturing of bicycles,
the producing of porcelain products, cashmere and clecthes.

In genera’ it can be said that the great part of the state
enterprises located in the textile industry, the production of
canned food and metalic products for household use, were acquired
by the public sector due to the lack of solvency in private
enterprises located in these sectors.

As an example, the case of "Ayotla Textil", one of the most

important textile state enterprises, can be mentioned. This factory

was originally constituted in 1956 as a private entity but it faced
difficult situations that led it to suspend activities in 1968.
Later, in 1971, the Government ordered i;s rehabilitation. At the
present time the state is the owner of all its shares.

Another case within the textile industry is that relating to
the 'Cadena" group, constituted by "Hilos Guadalajara, S.A.",
"Hilos Cadena, S.A.", "Compania Industrial Jacaranda, S.A.",
"Fabrica de Hilos la Aurora, S.A." and "Compania Textil Mexicana, S.A.".
This group's administration and capital belonged to foreign investors
who abandoned the enterprises and decapitalised them, leaving them
without means to subsist. The gtate acquired all the shares in order
to rehabilitate this group.

Regarding the sugar mills, 15 of them were originally constituted
as private enterprises and were later incorporated within the

parastata]l sector when they could not pay back the cradits extended




(n)

(i)

to them Ly the state financial institutioms. Tne official danking

system took the sugar mills as payment for the debts acquired by
the private secter's shareholders.

The incorporation of "Compania Fundidora de Monterrey, S.A."
within the state sector is of particular importance. This enterprise
was created in 1902 by the private sector. As time went on it
became the country's most important steel company. In 1977 it had
an installed capacily for the production of 1.60 million tons of steel
per annum. Since 1973 its finencial situation started deteriorating
and the Federal Government started helping by acquiring a minority
stake in its share capital.

To improve the country's commercial balance

In 1979 the main Mexican export was crude oil and its
derivatives, an activity carried out by "PEMEX". It contributed
L. 3% of total exports. Generally it can be said that the dynamism
of foreign trade during the last years is mainly dua to the séle
of crude oil.

"PEMEX" development plans regarding basic petrochemical products
face the need of installing new industrial units with the world's
most modern techaology. This will permit the generation of exportable
surplus.

During 1979-1982 investments worth 12 thousand million pescs
are earmarked for increasing production of basic petrochemical products
to 7.8 million tons, specially in ethylene and amonia which are
rav meterials for the manufacture of plastics and fertilizers.

Promotion of scientific and technological development

One of the objectives and main reasons for the enlargement of
the parastatal industrial sector and the creation of nevw public

industrial enterprises has been to reduce technological dependence,
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imvort appropriate technologies and to stimulate scientific research. J

The country has faced serious problems with the transfer of
technology and at the present time it tries to amend this situation
by creating a negotiating capacity and purchasing appropr-iate technology
with respect to the new investments the country carries out in the
parastatal sector; these investments still have a high component
of imported machinery and equipment which stimulates the stae's
intervention in this field.

The Federal Government has considered it necessary to implement
measures to promote the development of national technclogy. It has
established the "Consejo Nacional de Ciencia y Tecnologia™ (National
Council for Science and Technology), the "Instituto de Investigaciones
Electricas" (Institute for Electricity Research) and the "Instituto
de Investigaciones Siderurgicas” (Institute for Siderurgical Research)
The activities developed by these entities are analysed in another
chapter of this paper.

Public enterprises in Mexico play an important role within the
economy. The government uses them as instruments for the pursuit ‘
of a wide range of diverse social and economic objectives. The
next section outlines the historical process by which the public
enterprises have acquired their importance within the Mexican

economy.
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CHAPTER 3

HISTORICAL EVOLUTION AND STRATEGIC ASPECTS OF

PUBLIC INDUSTRIAL ENTERPRISES

1 A Short Historical Review

The first entities of the parastatal sector were created in the
twventies, ese included "Banco de Mexico" (Central Bank) and some
mining enterprises. During the 1930s the State established control of
priority activities within the country. In 1938 it expropriated the
foreign petroleum companies and created the state owned enterprise
"Petroleos Mexicanos" (Mexican Petroleum Company) as the only entity
with the right to exploit oil resources. The "Comision Federal de
Electricidad" (Federal Flectricity Commission) was also created during
this period.

The "Nacional Finaaciera, S.A." which became one of the principal
development banks in Latin America and established a great number of
subsidiaries that expanded the parastatal sector in strategic economic
areas, was also founded in the 1930s.

In the four<iee, "Nacional Finunciera, S.A." created a number of
very important enterprises, smong them "Guanos y Fertilizantes de

Mexico, S.A." which produces the largest amount of nutrients required
by Mexican agriculture. In the same manner "Nacional Financiera, S.A."
participated in the creation of "Altos Hornos de Mexico, S.A." that is
currently the largest steel company in the country. and also in the
creation of paper industries.

In the fifties, the state enlarged its participation in the metal-
mechanical industry through the acquisition of private enterprises with

foreign investment. Among these enterprises are "Diesel Nacional”,

"Siderurgica Nacional" and '"Constructore Nacional de Carros de Ferrocarril”.
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The appearance of a petrochemical industry is of great importance to
the economic develomment of the country. The state reserves its exclusive
rights in this industry concerning basic products which are produced by
the public enterprise "Petroleos Mexicanos".

Among the most significant aspects of the sixties is the acquisitien

of all foreign electricity companies by the Federal Government. This

was the first step towards the integration of the national electricity system.
The public enterprise "Comision Federal de Flectricidad" acquired the
ownership of foreign and other small national enterprises.

In this period the Mexican Government carried out important attemptr
to Mex canize the exploitatica of the mineral resources of the country.

It is important to mention the acquisition of the sulphur industry where the
state obtained majority capital and transformed many enterprises into state
participation entities.

Through reforms to mining law and licence procedures for fiscal
concessions, the Federal Government achieved Mexicanization of the mining
industries. With this the participation of the state in this sector was
substantially enlarged.

In the sixties the parastatal sector experienced strong expansion.

It enlarged its field of action to diverse sectors of “he economy and
started large projects in the iroun and ste>1, petrochemical, electric,
capital gocds and fertilizer branches of activity.

The 1970 to 1976 administration created a lafger number of publie
enterprises than any previous government. At the end of 1979 thLere
were 284 public industrial enterprises, more than ualf of them were
created by the 1970-T6 government. The administration which took
office on December lst 1976 had by the end of 1979 created only seven

industrial state enterprises.




The 1979-82 Industrial Development Plan, besides determining

strategic objectives also contains general macroeconomic guidelines
focusing attention on the resolution of unemployment and underemployment
problems, and of problems such as unbalanced developments and tardiness
in some branches of industry. The plan suggests a combination of the
develorment of skill intensive branches with those inteunsive in
the use of capital, this is a general guideline that t-ies to suit the
national will of getting the best use of the country's natural resources.
Tt could also-Se pointed out tnat the general and political guidelines
given within the framework of the "Alianza para la Producion" (Alliance
for Production Programme) are concerned with the achievement of a bettec
organisation of small and medium sized industrial enterpyrises so they
can enlarge their activities and have access to all technological advances
in order to improve their productivity. To achieve this the public
sector is expected to help and give credits to small and medium sized
industries.
Finally there are general guidelines dealing with the improvement

of efficiency in the Parastatal Industrial Sector which are given

within the framework of the administrative economic and political
reform. These measures try to achieve efficiency in public industrial
enterprises and in the whole administrative and bureaucratic apparatus
of the state within the framework of the strategic objectives and goals
of the National Plan for Industrial Development.

The industrial enterprises of the parastatal sector play a very
important role in the achievement of objectives and goals of the National
Plan for Industrial Development. Moreover, there are sone industries
having greater strategic importauce because of their contribution to the
generation of foreign currency carnings. Such is the casé with

"Detroleos Mexicanos (PEMEX)" which is
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a group in charge of exploration, extraction, rerfinement and commercialisation
of all hydrocarbon products and their by-products. Financing both for

the industrial plan as for other plans of deficient sectors of the

economy depends on good administration and efficient use of the operative
capacity of "PEMEX".

In these conditions it is very impocrtant that "PEMEX" fulfills its
export programme in order to obtain the financial surplus which would
allow Mexico for the first time since the war to have a current account
surplus. This is why it could be said that hydrocarbon products exports
would represent the catalytic agent for economic growth and public
enterprises would be its best support.

Besides "PEMEX" there are other public industrial enterprises of
strategic importance. They are: "Comision Federal de Elactricidad”
(Federal Electricity Commission); "Fertilizantes Mexicanos" (Mexican
Fertilizers) and "Siderurgica Mexicana"” (Mexican Steel Corporation)l.

These public industries play an important role in the achievement
of short, medium and long term objectives proposed in the National Plan
for Industrial Developrment. Such industries can help with the transfer
of technology, compete with transnaticnal corporations both in the internal
and foreign markets and, constitute a factor that limits foreign
dependency.

The plan considers public industrial enterprises as instruments
of direct action, due to the basic benefits and services they supply
end to the role they play as consumers of machinery and equipment.

Considering the magnitude of the expenditure made by public
industrial enterprises, the plan regards it as necessary that the multiplier

effect of this investment be enlarged. The purchase of machinery and

15iderurgica Mexicana (SIDEEMEX), S.A., de C.V. it the holding which
administers: Altos Hornos de Mexico, S.A., Fundidora Monterrey and
Siderurgica Lazaro Cardenas - Las Truchas, 3.A.
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equipment by public enterprises constitutes a significant proportion of
the demand for capital goods. It is estimated that the acquisition of
machinery and equipment by the state industries: ''Petroleos Mexicanos™
(Mexican Petroleum Company), "Comision Federal de Electricidad”
(Federal Electricity Commission), "Fertilizantes Mexicanos" (Mexican
Fertilizers) and "Siderurgica Mexicana" (Mexican Steel Corporatiom),
will absorb 40Z of total national requirements of capital goods in the
1979-1986 period.

The plan tries to avoid foreign leakage of investment by public
enterprises. For this purpése certain mechanisms have been established
intended to reduce imports of foreign machinery and equipment, and for
improving the acquisition of appropriate technologies.

The plan considers the expansion of the parastatal industrial sector
as the main instrument to promote the development of the capital goods
industry.

According to the plan's established goals, in the 1979-82 period
32% of the country's gross accumulation of fixed capital would be
achieved by public enterprises. This would amount to 835,000 million pesos.
An estimated 85% of this total would correspond to the parastatal
industrial sector with an amount of 709,750 million pesos at 1978 prices.
For the period between 1983 and 1986 the investment of putlic industrial
enterprises is estimated to be 1,279 billion pesos. The oil, basic
petrochemicals and electricity industries would participate with 70.6%
of gross formation of fixed capital of the state's industrial sector
between 1979 and 1982. For the following period their participation
would decrease to 52.5% of the narastatal industrial investment.

The private sector's historic share in gross in gross fixed

capital formation has been larger than that of the public enterprises.
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The plan's projection fcrsee in the long run a greater dynamism in drivate
enterprises. Eowvever the larger rates of growth in the coming years will
correspond to the parastatal sector due to the strong investment
programme in the energy sector. Once it is achieved the growth of
capital expenditure in this sector will tend to decrease.

In the period between 1979 and 1985 gross accumulation of fixed
capital of the whole parastatal sector (including industrial' commercial
aLd service enterprises) will grow at an annual average rate of 6.5%.

For the same period private sectors's investments (including all sectors
of the economy) will show a growing dynamism reaching an annual average
rate of 12.0%.

If the sectors of the economy behaved as the plan anticipated,
investment in 1980 by the whole parastatal sector (including industrial,
commercial and service enterprises) would have increased to 80,801 million
pesos at 1975 prices, this being equivalent to 47.1% of the private
sector's expenditure. For 1985 investment is estimated at 102,210 million
peso. at constant prices, corresponding to 33% of the investment of the
privete sector, and will decrease again by 1990 to only 27.2%.

Regarding the parastatal industrial sector, gross capital
accumulation in the next six years will keep its present structure.

This means that the greater part of investment will continue to come

from sectors such as oil, basic petrochemical, electricity, steel and
fertilizers, which together would account for 90% of the public industrial
enterprises’' investment.

It is thus clear that the public industrial sector is expected to
play a key role within the strategy outlined by the Industrial Development
Plan. It is necessary to look at the past performance of the parastatal
sector in order to estimate its future potential. The next section

assesses the impact of public industrial growth on the Mexican economy.
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PART TWO: ECONOMIC IMPACT OF PARASTATAL INDUSTRIAL SECTOR

CHAPTER L. THE IMPACT OF THE PARASTATAL INDUSTRIAL SECTOR

ON THE ECOROMY

(1) Contribution of parastatal industrial sector to production, value added,

investment and employment.

Public industrial enterprises have been one of the instruments of
economic policy the Government has used to directly intervene and
influence the country's economic and social development.

Inring the past decades the parastatal industrial sector has
played an jmportant role in the process of capital formation and
accumulation which has been an important cause of the high rates of
economic growth the Mexican economy has enjoyed since the fourties.

The participation of the parastatal industrial sector in the
productive process has been growing. It has concentrated in strategic
branches of the industrial sector: extractive, petrochemical, fertilizers,
electric and agricultural and cattle industries in particular.

The growth of the public industrial sector during the seventies has

been quite important because of the control it has over the strategic
branches of industrv and because of the effect it has had on the process
of national economic development.

The participation of public industrial enterprises in industrial
production is important in some branches of industry, in oil and its

derivatives, and in electricity it is 1007. Table 1 gives the following

participation rates of public and private sectors in Mexican industry.
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TABLE 1: PUBLIC INDUSTRIAL ENTERPRISES'

PARTICIPATION IN INDUSTRIAL PRODUCTION

Public Industrial Private Enterprises
Years Enterprises (%) @)
1965 19.3 80.7
1970 23.5 76.5
1975 23.9 76.1

Source: Secretaria de Programacion y Presupuesto, Censo
Industrial 1965, 1970 and 1975.

Table 1 shows that the public industrial enterprises's participation in
industrial production slightly increased from 1970 to 1975. Since 1975
participation has been larger due to the large increase in oil production,
especially during 1979 and 1980.

The participation of the parastatal industrial sector has increased
over time in industrial value added. On the other hand the private
sector has shown a tendency to decrease its participation as is pointed

out in the following table.

TABLE 2: PUBLIC INDUSTRIAL ENTERPRISES' SHARE IN

INDUSTRIAL VALUE ADDED

Enterprises
Years Private (Z) Public (%)
1965 80.6 19.4
1970 77.1 22.9
1975 70.2 26.8

Source: Secretaria de Programacion y Presupuesto,
Censo Industrial 1965, 1970 and 1975,
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The industrial branches where the parastatal indusirial secilor uas a
stronger participation are the following: basic metals, electricity,
0il and its derivatives.
0il and electricity represent more than 75% of the total added
value generated by the parastatal industrial sector while state
manufacturing industries in 1975 contributed 22.6%. The public sector’'s
share in industrial value added grew at a rapid pace. During the -
1965-1970 period it grew at an average annual rate of 17.3%, while during

the 1G70-1975 period it attained a growth rate of 25.4%.

Table 3 shows the sectcral distribution of gross fixed investment

within the Mexican industrial sector.

TABLE 3: PUBLIC INDUSTRIAL ENTERPRISES

SHARE OF GROSS FPIXED INDUSTRIAL INVESTMENT

Years Private Public
Sector (2) Sector (2)

1970 50.0 50.0

1975 53.4 46.6

Source: Secretaria de Programacion y Presupuesto,
Censo Industrial 1970, 1975.

The share of the public sector has declined over the period 1970-75.
Public sector investment is heavily concentrated in the oil, steel and
electricity branches of the industrial sector.

In terms of total iandustrial investment, however, the share of the
public sector has risen from 36 per cent of the total in 1969 to
45 per cent in 1978. 1t is expected however that the growth of public

sector capital formation will slow down appreciably during the 1980s.
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Differences in sectoral growth rates envisaged in the Industrial

Development Plan are presented in Table 4.

TABLE 4: GROWTH RATES OF GROSS CAPITAL FORMATION OF THE

PUBLIC AND PRIVATE SECTORS IN INDUSTRY 1979-1990

Enterprises
Years Private (%) Public ()
79/78 16.9 10.6
80/79 18.3 17.8
81/80 18.4 0.2
82/81 27.9 3.1
85/80 21.7 4.3
90/85 11.2 3.6

Source: Secretaria de Patrimonio y Fomento Industrial,
Plan Nacional de Desarrollo Industrial 1979-82.

The Plan expects the private sector to play an increasingly
important role in the industrial development of Mexico.

The share of the public industrial sector has also risen in terms of
employaent. The distribution of the economically active population by
economic sectors in Mexico has changed as a result of the country's
industrialization and urbanization process. 1In 1950 the economically
active population was basically concentrated in the economy's primary
sector (58.3%), the manufacturing industry employed 11.7% and the
Government and services sector 10.7%. This situation has changsd
significantly. In 1976 the primary sector contained 39.4% of the
economically active pOpulation, manufacturing industry 16.8% and the
Government ard services sector employed 19.8%.

Unemplcyment and underemployment are one of the worst ploblens
arrecting the national economy, an average of 300 000 jobs per

annum vere generated between 1970 and 1976 while the working age population




(between 15 aad 64 years old) increased by approximately one million per
year.

In 1965 there were 1,520,365 workers employed LYy the industrial
sector, 9.87 of them by the public industrial enterprises and 90.22
by the private ones. 1In 1970 the total number of people employed by
the industrial sector was 1,797,918, 12.1% by the public industrial
enterprises and 87.9%2 by the private omes. In 1975 the public sector
employed 14.4% of the 1,954,872 workers.

The industrial sector's employment rate of growth during the

1965-1970 period was of 3.4% (the same as the population rate). For

the same period the private sector's growth rate was 2.9% and the
parastatal industrial sector's growth rate was of 7.8%.

During the 1970-1375 period there was a decrease in the industrial
sector's employment rate of growth. This was only 1.7% per annum.
For the same period the private sector's growth rate was 1.2% and the
parastatal industrial sector's was 5.3%. The high rate of public
industrial employment is accounted for by large state industrial investment
rates.

The parastatal industrial sector pays higher salaries than the
private sector. The total amount of salaries paid by the industrial sector
in 1965 was of 23,299 million pesos distributed in the following way:
20.5% by public industrial enterprises and 79.5% by the private ones.

In 1970 the total sum of the salaries paid by the industrial sector

reachea 42,223 million pesos from which 22.0% correspond to the public
industrial enterprises and 78.0% to the private ones. In 1975 the total
sum was of 102,691 million pesos, 25.97 was payad in publie industrial
enterprises and 74.1% by private ones.

Public industrial enterprises have been constantly jncreasing their

participation in the value and physical volume of production, gross fixed
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capital formation and in tThe industrial sector's emcloyment. Io 1275 they
varticipated with 23.9% of total industrial production. In the same year

parastatal industrial sector's participation in GDP was of the order of 18.6%.

All these factors reflect the valuable contribution of the public industrial
enterprises in the process of Mexican industrial development.

The public industrial enterprises which contribute in a greater way
to the industrial sector's development, are those that: employ a great
number of people, contribute in a largé way to the added value, pay a
larger sum in remuneratioas and enjoy a strong purchasing capacity such
as "Comision Federal de Electricidad", "PEMEX", "Alros Hornos de Mexico, S.A.",
"Fertilizantes Mexicanos, S.A.", "Siderurgica Lazaro Cardenas - Las Truchas,
S.A." etc. The parastatal industrial sector with its initiative and investment
programme is enlarging the productive capacity of branches of activity
defined as priority and strategic for the industrial sector's accelerated

development.

The impact of public industrial enterprises on the development of the

industrial sector's branches:

The presence and effective contribution of public industrial
erterprises in the strategic branches of the industrial sector has been
a key determinant of their growth and of the magnitude of technological
progress they have experienced.
To appreciate the importance of state participation in the industrial
branches the following ones will be analysedlz
(i) Extractive industry: In 1975 public industrial enterprises had
control over 28.4%7 of the branch's total production and in the
total added value they participated with 2.82%Z; for the same year
they generated a gross investment of 669 million pesos - equal to

2.82% of the paraestatal industrial sector's total investment.

1/ Information is based upon the 1975 Census and the National Industrial
Development Plan 1979-82.

-
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(ii) 0il and basic petrochemicals: "PEMEX" has ccatrol over the

A
A
exploitatica, internal distribution and export of crude oil and

irg derivatives. From 1938 to 1979 it has drilled 3,300 exploring
wells, discovering more than 400 fields that include 1,100 deposits.
The exploratory drilling success of productive wells against the
non-productive ones have been remarkable, in the 1938-1975 period
it was of the order of 29.5% and in the 1977-1978 period it went
up to 45.5%7 thanks to the experience and technological development
reached by this public industrial enterprise. A production rate
of about 2.25 million barrels of crude per day will be reached
by 1982.

The provad total reserves of hydrocarbon products reached a
volume of 45,800 million tarrels in 1979. Investments assigned
to o0il and petrochemicals are the largest ones the parastatal

industrial sector will carry out between 1979 and 1990. An

investment programme of 3,299 billion pesos is postulated for the
1979-82 period; this will rise to 3,658 billion pesos for the

1983-86 period and 3,969 billion pesos for the 1987-90 period.

(iii) Electricity: Since the fourties the Federal Government has been

gradually taking control of the central electricity generating
plants. The industry's nationalization took place in the sixties
and subsequently through the building of new generating plants and
the gradual integration of closing enterprises the state has almost
obtained complete control of this strategic activity.

"Comision Federal de Electricidad" (Federal Electricity

Commission) through the building of the first nuclear plant hopes
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to achieve one of the objectives of its programme for the diversification
of electric enmergy generation. The programme includes feasibility
studies and the building of new hydroelectrical centres which are
essential for meeting the demand expected for 1979-80. The plan

postulates an investment of 1,719 billion pesos for 1979-1982 which

corresponds to 20.6% of the parastatal industrial sector's total
investment; for the 1983-1986 period investment will be of the
order of 3,061 billion pesos and for the 1987-199C period it could
rise to 4,702 billion pesos and would correspond to 18.6% of the

parastatal industrial sector's total investment.

(iv) Fertilizers: This is another of the strategic industrial activities
over which the state has total control through the state complex
"Fertilizantes Mexicanos, S.A." (FERTIMEX). This public enterprises
is essential for the country’s agricultural development. In 1979
"FERTIMEX" produced 2.6 million tons and for 1980 a production of
3.4 million tons is expected which means that only 100 thousand
tons of potasic rertilizers will be imported. This enterprise's
goal for 1982 is to reach a production of 6,547,000 tons thus
achieving self-sufficiency.

(v) Siderurgy: This activity has been widely backed by the state and
is third in importance in the parastatal industrial sector in terms
of the magnitude of its fixed capital and assets. The state controls
607 of the country's production of basic metals. This siderurgical
complex has been selling its products at reduced prices over the
past twenty years.

At the present time there is a plan for the enlargement of
the siderurgical complex through the production of flat steel which
is an essential input for the basic capital goods and heavy equipment
industries. The investment programme for the 1979-1982 period

amounts to 30 billion pesos which corresponds to 3.6% of the total
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jnvestment of the parastatal industrial sector for the same period.
for the 1983-1986 period an investment of 1,145 billion vesos is
vostulated and for the 1987-1990 period an investment of 1,943 billion

pesos is expected which is equal to T7.T% of the parastatal industrial

sector's total ‘nvestment for the same period.

(vi) Manufacture of pon-metallic minerals: Public industrial enterprises
have control over 18.8% of fixed assets and already have some
enlargement projects according to the following investment programme:
for the 1979-1982 period an investment of 21,400 million pesos is
postulated, for the 1983-1986 period investment is expected to be of
the order of 21,200 million pesos and for the 1987-1990 period
32,500 million pesos will be invested. This represents 1.3% of
the parastatal jpdustrial sector's total investment programmed for
the same period.

(vii) Textile industry: Public industrial enterprises own 10.7% of total
fixed assets and contribute 8.47 of total production. Productivity
in public enterprises in this branch is iower than that of private
enterprises. To improve this situation the paraestal industrial

sector has made the following investment programme: for the

1979-1982 period an investment of 16,400 million pesos has been
programmed, for the 1983-1986 period it will be of the order of
31,300 million pesos and for the 1687-1990 period it will amount to
47,000 million pesos.

(viii) Food Production: Public industrial enterprises have control over
23.9% of total fixed assets and there is a tendency to increase

this share in order to satisfy the population's basic needs. The

parastatal industrial sector has the following investment programme
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for this activity; for the 1979-1982 period an investment of 15,200
million pesos is programmes, for the 1983-1986 period it will be of
the crder of 45,400 millions and for the 1986-1990 period it will

amount to 71,900 million pesos which represents 2.9% of the

parastatal industrial sector's total investment programmed for the
same period.

(ix) Manufacture of machinery, equimment, accessories and electric
applicaneces: Some of the public industrial enterprises in this
activity have bteen rescued by the State from closure &nd bankruptcy
in order to protect a number of jobs. In order to improve
productivity and enlarge production in this activity the parastatal
industrial sector has formulated the following investment plan:
for the 1979-1982 period an investment of 12,900 million pesos has
been programmed, for the 1983-1986 period it will be of the order
of 34,600 million pesos and for the 1987-1990 period it will amount
to 51,100 million pesos, equivalent to 2% of the parastatal

industrial sector's total investment programmed for the same period.

(3) Foreign investment in the parastatal industrial sector:

Since 1970 foreign investment have been concentrating in manufacturing
industry. In 1911 only 4% of the total private foreign investment was
in the industrial sector; in 1940 this ratio went up to T%; in 1950
to 26% and subsequently in 1978 it reached 76.7%

A small amount of foreign investment took place during the 1970s in
the parastatal sector. The largest amount of foreign capitsl has come
from the United States of America and Canada. In 1978 more than 85%
of totel foreign capital in the parastatal industrial sector came from

these two countries.
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The participation of foreign capital has only been accepted in
non-strategic branches of rarastatal industrial activity and in those
areas where very séecialized and modern technology is required. Joint
venture contracts have been arranged within this framework. Joint
ventures have also been established to secure access to world markets.

Table 5 describes the level of foreign capital invested in the

different branches of industry. -

TABLE S: SHARE OF FOREIGN CAPITAL IN THE

PARASTATAL INDUSTRIAL SECTOR

Industrial Branches Foreign Capital
Participation (7)

Extractive industry 37.7
Food industry 33.3
Tobacco manufacture 17.5
Paper and cellulose industry 49.0
Chemical and petrochemical ind. 24.4
Basic metals industry 4.4
Machinery manufacture, joining 24.6
and repairing
Metallic products 49.0
Car industry 38.0

Source: Secretaria del Patrimonio y Fomento Industrial,
Direccion de Inversion Extranjera y Tecnologia.

This table shown that the greatest level of foreign participation is in the
paper and cellulose industry, in metallic products and in the car industry.
Joint veatures between public enterprises and foreign companies have

been established in these branches. In 1978 the total capital of public
industrial enterprises which have foreign capital participation was

399.5 million US$, 21.8% was in the form of foreign capital.
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In summary it may be asserted that public enterprises have had a
significant impact on industrial growth and on the expansion of strategically
important branches. It has collaborated with foreign investors in the
pursuit of these objectives. In the next chapter the ' contribution

of this sector to public finances will be spelt out.
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CHAPTER 5

MEXICO'S PUBLIC FINANCES AND THE

PARASTATAL SECTOR

1 Contribution of Governmental transfers to the Parastatal Industrial

Sector:

In 1969 the expenditure of the parastatal sector represented 14.6% of
GDP. In 1978 this expenditure went up to 26.1%. The magnitude of gross
expenditure of the parastatal sector as a proportion of total public
expenditure, has been more than 50%. This expenditure has been

largely carried out by the public industrial enterprises for their
operation and investment programmes.

It is important to remember that public i. _ustrial enterprises are
instruments of economic policy and elements for the promotion of
development. Some of them supply basic imputs for industrial development
at reduced prices. These enterprises have had to maintain their prices
unchanged for long periods of time. Table 6 compares changes in the gross
production price index with changes in the price index of some key products

of the parastatal industrial sector.

TABLE 6: GROSS PRODUCTION PRICE INDEX: MEXICO
Basis: 1960 = 100

Concept 1970 1978
Gross production 134.1 436.0
Public industrial enterprises’

production:

0il derivatives 105.2 292.0
Electricity 115.8 261.9
Fertilizers 109.6 216.0
Siderurgical products 120.3 376.7

Source: Banco de Mexico, serie Informacion Economica PIB y
Gasto, cuaderno 1970-78.
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Parastatal entities producing energy, steel and fertilizers, as it
has already been pointed out, have had price increases considerably lower
than the increase in the gross production price index.
The Government has been supporting some public industrial enterprises
througp considerable transfers of financial resocurces to enable them
to carry out their development plans and at the same time to maintain
the reduced prices policy. 1In 1971 they received 1,710 million pesos
and in 1978, 16,002 million pesos in the form of government transfers.
During the 1971-78 period governmental transfers to public industrial
enterprises have registered an average amnnual rate of growth of 37.6%.
In the last year the main beneficiaries were "Comision Federal de
Electricidad", "Fertilizantes Mexicanos, S,A.", "Siderurgica Lazaro
Cardenas - Las Truchas, S.A." and "Productos Pesqueros Mexicanos, S.A.

de C.V.". These firms together absorbed more than 907 of rhe total

transfers granted to the parastatal industrial sector.
With respect to "PEMEX" it must be pointed out that is has been
decreasing its demands for governmental support as the growing sales of

crude oil and its derivatives to foreign markets provide it with larger

financial resources to carry on with its expausion programmes.
"Comision Federal de Electricidad" is the paraestatal entity that
receives the highest amount of transfers. In 1971 it received
15,800 million pesos equivalent to 56.6% of i“s income from the sale
of electricity. The existence of governmental support 1is largely
explained by the subsidies this entity gives to the private industrial
sector selling cheap electricity,
"Fertilizantes Mexicanos, S.A." had an income of 10,205 million
pesos in 1979 of which the Federal Government's contribution
represented 19%. The reason why the Federal Government has granted

transferences to this enterprise {s the desire to maintain subsidised

prices for fertilizers. The sutsidy is equivalent to 307% of output price.
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In like manner it ic worth mentioning thzt if the enterprise 3old its
products at the prices prevailing in the internaticnal market, it would
register important profits as the internal price is 40% lower than the
international price.

The siderurgican enterprise "Lazaro Cardenas - Las Truchas" had in
1979 an income of 3,992 million pesos of which the Federal Government's
contributions constituted 91.3%. This steel company has recently started
operations and its installed capacity has been only partially used
It is for this reason that the expansion programmes have been essentially

based on the resources transferred by the Federal Govermment.

"Productes Pesqueros Mexicanos, S.A." had in 1979 an income of
5,870 million pesos of which the Federal Government's contributions
represented 30.87%. This entity became a holding when in 1971 it acquired
all the state enterprises working in this sector. Some of these enterprises

were in bankruptcy when they were acquired by "Productos Pesqueros Mexicanos".

2. Taxes Paid by Public Industrial Enterprises

The growing importance of the parastatal sector's participation in

the national economy is also reflected in their larger contributions to
public income, through taxes.

During the 1970-72 period public industrial enterprises enlarged
their participation within the Federal Covernment's total gross tax
incomes from 7% in 1970 to 9.9% in 1972. During the same period
parastatal entities showed a higher dynamism then the private sector;
they had an annual average rate of growth of 33.9% while the private
enterprises' growth rate was 27.27%

In general terms it can be said that public sector's enterprises
are obliged to fulfill the legal laws for taxes, receiving the same

fiscal treatment as the private gsector. There does not exist any
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disorimination in favour of the vparastatal sector as far as the rate or

form of payment of taxes is concermed.

However, the state entities supplying a non-profit making public
service or carrying out activities considered as the government's own
are exempted from paying income tax,

The "Comision Federal de Electricidad" is considered an enterprise
exempt from income tax as electricity generation and distribution is
considered a public service. However this enterprise has the duty to
pay other taxes such as import taxes. There are other parastatal entities
wvhich supply public services but do not carry out industrial activities.
Among them, the railway system, soccial security institutions and entities
supplying educational services may be mentioned.

Income tax has constituted the main source of revenue for the national
treasury providing more than L0% of total tax incomes. The annual income
tax rate on profits leveid on enterprises is a maxumum of 42%.

When the enterprises register losses they are not subject to

income tax. A great number of state enterprises are loss makers
especially those carrying out promotion and support activities as well
as those selling their products at subsidized prices.

It is worth mentioning that even when public enterprises register
losses and do not pay income tax there are other taxes they have to pay
according to the activity they carry out. Among these taxes are:

Value Added Tax, tax upon import and export, taxes related to the
exploitation of natural resources, taxes upon production and trade,

upon the possession or use of industrial goods'and the taxes established
by local government authorities.

Public industrial enterprises pay the bulk of the taxes due to the
parastatal sector. In 1970 their participation represented more than

70% of the total taxes paid by this sector and 21.3% of the total
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amount paid by the national indusctrial sector. Tor 1
had increased to 837 and 28.4% respectively.

The oil industry supplied the Federal Government with the 2reatest
amount of tax resources. In 1970 with a payment of 1,523 million pesos
the oil sector provided 67.2% of the total parastatal industrial sector's
contribution and for 1975 this increased to 77.3% with an amount of
7,933 million pesos,

PEMEX's tax liabilities are determined annually in the form of
"daily payments"”. For 1980 the daily payment was settled at 65 million pesos

representing an increment of 333.3% in relation to 1975 (15 million pesos).

Added to the daily payment "PEMEX" has to pay a tax upon its ezport
sales at a rate of 58.6%. It is estimated that for 1980 the amount of
money obtained from this tax will be 142,000 million pesos and will
represent 77.2% of the total income received by the Federal Government
resulting from taxes upon foreign trade.

Thus "PEMcX" contributed 165,800 million pesos in taxes to the
national treasury. This represents 29.5% of the total tax incomes of
the Federal Government in 1980.

"PEMEX" has become the main tax payer, both of the paraestatal
sector and of the economy as a whole.

In general subsidies paid to the public industrial enterprises have been in
excess of taxes paid by this sector. For the period 1971-75 public
industrial enterprises obtainel government contributions amounting to
38,779 million pesos; their tax paymeats were 24,703 million pesos. They

thus made a negative contribution to public finances during this period.
3. 1Ine Parastatal Industrial Sector's Foreign Debt

In the Mexican case, up to the present time, internally generated
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investment resources are not enough to meet the exvenses required to
expand the public and private supply of goods and services.

The vermanent existence of a negitive trade balance with a growing
tendency has absorbed large financial resources. In 1970 the country's
foreign debt balance represented 16.3% of the gross domestic product while

in 1978 it is estimated that this ratio reached 34.3%.

The growing indebtedness has been larger in the public sector than
in the private one due to the different economic objectives both sectors
pursue. In the case of the public sector financial needs are due to the
scarcity of rescurces, to create the essential social and economic
infrastructure and to carry out important projects in the industrial
sector. This situation implies expenses which take a long time to recover
due to the long maturity period of these projects. On the other hand,
the private sector applies for foreign finance to carry out projects
oriented to achieve the highest profit in the least possible time.
Recently a strong tendency has been observed to strengthen speculative
capital and non traditional financing methods in order to increase the
credit to the private sector.

(a) The public and private sectors’ share in the foreign debt

During the 1970-78 period the public sector's foreign debt balance
grew 6.2 times, while the private sector's grew 4.5 times. In 1970
the public sector participated with 78% of the balance ¢f the country's
foreign debt, equivalent to 4,262 million US$. By 1978 its participation
had grown to 82.87 equivalent to 26,26k.3 million US$.

During the 1970-1980 period approximately 80% of the public sector's
foreign debt balance was owed by the parastatal sector. In 1970 the
public industrial enterprises' debt balance was 3L.5% larger than the

whole private sector; for 1978 it was 87.5% higher. This may be explained

by the higher growth of public industrial investment.
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The long term foreign debt balance of the parastatal industrial
sector is concentrated in 8 entities. The most important ones are
"Comision Federal de Electricidad" and "Petroleos Mexicanos (PEMEX)".

In 1978 the long term foreign debt talance of both enterprises went
up to US$ 9,135.2 million, equivalent to 89.9% of the whole parastatal
industrial sector's debt.

(b) Public industrial enterprises' foreign debt

In 1978 the parastatal sector's foreign debt balance went up to
20,836.7 million US$, U9.2% of this amount was owed by public industrial
enterprises, 38.3% by state's financial institutions and the remaining

12.5% by other parastatal entities.

Public industrial enterprises have the highest nbligcations within
the public sector to foreign countries due to the fact that more than
70% of their financing has been contracted with foreign institutions.
Frequently credit resources come from those countries which are at the
same time the main purveyors of machinery and equipment acquired by these
enterprises.

The public industrial enterprises with the largest foreign debt
are "Comision Federal de Electricidad" and "Petroleos Mexicanos (PEMEX]".
In 1978 62% of the parastatal sector investment programme was carried
out by these enterprises.

The obligations of the rest of the public industrial enterprises
to foreign countries turn out to be small in comparison to the amount of
debt contracted by the two largest enterprises of the parastatal
industrial sector. It is important to mention nevertheless that
"Altos Hornos de Mexico" and "Siderurgica Lazaro Cardenas - Las Truchas, S.A."
also stand out. In 1978 they registered a debt balance of US$ T47.3 million.

This amount represented 7.4% of the parastatal industrial sector's debt.




- 43 -

Financing granted to the parastatal industrial sector has experienced
a permanent increase in the above mentioned period. In 1978 its sum
weat up to 3,565.9 million US$, an amount that is 9 times larger than
in 1970.

The ratio of foreign credits granted to public industrial enterprises

to the total foreign credit of the parastatal sector has increased from

60.9% in 1970 to 87.0% in 1978.

The foreign credit granted to "Petroleos Mexicanos (PEMEX)" and
"Comigion Federal de Electricidad" has been increasing in importance.
In 1970 they constituted 87.87% and in 1978 they constituted 95.6% of the
foreign credit obtained by the state industrial sector. "Comision Federal
de Electricidad” has the highest obligations to foreign financing
institutions. 1In 1970 it signed contracts for 60.6% of the foreign
credits granted to enterprises of the paraestatal industrial sector,
in 1978 it absorbed 48.27%. This smaller amount is not due to a decrease
in the debt volume but to the increased growth of the financing granted
to "PEMEX".- In 1970 it received 27.2% of the credits granted to the
paraestatal industrial sector aud in 1978 its participation went up to
47.4% of the total.

Foreign credit granted to "Comision Federal de Electricidad" acquires
every year an Iincreased importance in the firm's financial structure.
In 1970 the sum of the foreign credits acquired repfesented 62% of the
income received for the sale of energy, in 1978 foreign financing surpassed
current incomes by 807. During the last few years the main income source
for "Comision Federal de Electricidad” has been foreign finance.

The high level of foreign debt is largely explained by the deliberate
policy of under-pricing energy output in Mexico. If the enterprise sold
energy to the industrial sector at cost it would have obtained additional

resources equivalent to 30% of its foreign debt in 1978.
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Foreign credits granted to "Petroleos Mexicanos (PEMEX)" have also
increased in importance, though in a much lesser proportion than for
"Comision Federal de Electricidad"”. 1In 1970 PEMEX's foreign finance
represented 9.5% of the enterprise's current income, in 1978 it represented
35.9% of the receipts from the sale of crude oil and its derivatives.

Foreign indebtedness thus represents an important growing problem

for the parastatal enterprises. In such a gsituation the ability of
these enterprises to earn foreign exchange is of considerable importance
as this may directly alleviate the negative impact of the public enterprise

sector's massive debt burden. The next chapter examines the foreign

trade impact of Mexican parastatal enterprise.
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CHAPTER 6

PUBLIC INDUSTRIAL ENTERPRISES AND FOREIGN TRADE

Mexico's foreign trade has been characterized by a permanent deficit
in the balance of payments. The country's current account deficit has
been traditionally financed to a large extent by the income of the
services sector including particularly tourism, border transactions
with the United States of America and the in-bond services performed
for American enterprises.

During the 1950-1970 period the value of merchandise exports grew
at an annual average rate of 4.9Z while imports registered a growth of
7% per annum. Tourism grew at an average rate of 6.8% and border
transactions grew at an average rate of 10.4Z during this period.

In the sixties the growing demand of imported production goods
was substantially covered by the income obtained through agricultural
exports and tourism. However as the decade wore on foreign capital
inflow through investment and aid acquired a greater importance since
the exports coming from the agricultural and mining sectors stagnated.

During the 1970-1978 period the main source of foreign finance
was the border transactions with the United States of America. In
this period this activity financed approximately 35.8% of the deficit
on the current account. The 1in-bornd industry has also been increasing
its importance as a balancing factor. In 1970 it generated resources
equivalert to 8.6% of the current account's deficit, in 1978 its share

increased to 27.4%.
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The activities carried out by the parastatal sector create the need
to make significant expenses in imported gcods in order to fulfil the
expansion projects and acquire the food which is insufficiently produced
in the country. The parastatal sectors' imports constitute one of the
main factors behind the country's growing trade deficit.

During the 1970-1978 period the parastatal sector registered a
negative trade balance. However from 1976 onwards the trade deficit has
been decreasing due to expanding crude oil exports. In 1970 the parastatal
sector's deficit represented 32.9% of the country's total deficit. 1In
1675 S54.5% of the country's commercial deficit was accounted for by the
parastatal sector. Subsequently the constant increase of crude oil
exports reduced the negative trade balance of public enterprises. In

1978 this sector had a trade surplus amourting to 4,560 million pesos.

The state manufacturing sector registered a positive trade balance
in the 1971-1974 perlod due to high sugar exports and textile exports.
The fall in sugar exports since 1975 explains the deficit in the state
manufacturing sector's trade balance during the period 1976-1978. 0il
was a net deficit sector in the early years of the seventies. 1Its
trade deficit increased from 3.9% of the total in 1970 to 17.67% in 1974.
A significant proportion of the machinery used for the exploration,
extraction and refining processes comes from foreign countries and its
acquisition means an outlay of foreign currency.

Since 1975 oil exports started increasing at an average of 113.47
per annum, The trade balance changed from a deficit of 2,987 million
pesos in 1975 to a surplus of 12,500 million pesos in 1978.

The parastatal mining sector assigns a considerable proportion
of its production to the international market and in the period 1970-1978
it registered a positive trade balance. In 1970 it obtained a surplus

balance of 178 million pesos and in 1978 this went up to 1,055 million
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pesos. The parastatal mining sector's contribution to the financing

of the country's commercial deficit even though it is small has been
constantly increasing.

The electricity sector is a net importer as it does not export
electricity and the greater part of its equipment comes from abroad.

In 1970 this sector's imports amounted to 898 million pesos, equivalent
to 6.67 of the country's trade deficit. -In 1978 foreign acquisitions
went up to 5,405 million pesos equivalent to 10.9% of the country's

trade deficit. At the present time some possibilities are being explored
to supply electricity to cities of the United States of America located
on the border, through the state enterprise "Comision Federal de
Electricidad”.

The parastatal sector's imports as a proportion of total national
imports increased sharply in the 1970-1975 period. They constituted 21.3%
of the total in 1970 and in 1975 this share rose to L6.0%. Subsequently
it decreased and in 1978 was 34.7%.

The parastatal sector's quick imports growth in the decade's first
five years reflected private investment's stagnation. While the total

imports grew by 58.9% in 1974 those corresponding to the parastatal

sector grew by 95.3%. On the other hand in 1975 total imports of gcods
increased only by 8.5% and the state enterprises' imports increased by
22.3%.

Imports carried out by the siderurgical sector deserve special
attention since they doubled in 1974 and tripled in 1975 as in those
years the first stage of the country's largest steel company "Siderurgica
Lazaro Cardenas - Las Truchas" was being built.

The oil sector's imports in 1974 were 2.3 times larger than the

year before and reflect the important work of exploration and extraction

carried out by "PEMEX". 1In 1975 Mexico became a net exporter of oil.
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The 1976 currency devaluation led to & reductiva of 3.5% in
the parastatal industrial sector's imports. Its share in national
imports experienced a constant decrease faliing from 30.6% in 1975 to
23.4% in 1978. This situation is basically explained by the siderurgical
industry's behaviour which after the currency devaluation of 1970
delayed its enlargement programme.

The currency devaluation and tke investment decrease which was its
direct consequence also explain the imports reductions in cther parts
of the parastatal industry. Thus the manufacture of transport equipmen:;
decreased its foreign purchases Ly 35.5%; the mining sector recduced them
to less than half the sum of ii{.s imports in the previous year and the
paper industry reduced imports by T0%.

The o0il sector was an exception however. "PEMEX" increased its
imports registering a growth of 45.6% as the extraction programme
continued its enlargement in order to increase exports.

In 1977 the country's total imports grew by 39.0% reaching 2 sum
of 126,352 million pesos. TImports of the parastatal industrial sector
were increased by 13.7%; their share in national imports however fell to
20.7%.

In 1978 parastatal industrial sector's imports increased by 59.9%
to L1,740.1 million pesos, equivalent to 23.4% of national imporis.

The main cause of this growth in the acquisitions carried out by
"PEMEX" which increased its imports by T76.0% with respect to the previcus
year.

As far as exports are concerned extractive activities (including
0il) constitute the leading sector. In 1978 it represented 36.1% of
national exports. Cattle exports is another important item contributing
26.1% of total exports. The manufacturing sector carried out foreign

sales equivalent to 37.8% of total exported goods.
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Foreign sales of crude oil by "PEMEX" grew more than 16 times in
the 1975-1979 period. Crude oil exports in 1979 went up to 87,659
million pesos, equivalent to L4% of the country's foreign sales.

The importance of the parastatal industrial sector in the country's
total exports of goods has considerably increased. In 1970 it
contributed 12% of the total and in 1978 its participation reached 40%.

As far as exacrts of manufactured products are concerned two
opposite tendencies can be observed. In the 1970-19TL period the share
of state manufacturing exports in total manufactured exports increased
from 13.9% to 25.4%; subsequently there was a decrease and in 1978 the
parastatal sector's shire was only 6.9%.

Up to 1975 the mein export commodities of the parastatal industrial
sector were refined sugar and frozen and canned shrimp. In 1975 a
difficult situation appeared in sugar production, the yield per
hectar decreased, international prices experienced fluctuations and
foreign sales were drastically reduced.

In the 1976-1978 period the sugar sector's crisis got worse,
several mills with state participation were closed and export of
refined sugar was detaiued.

In 1978 the parastatal manufacturing sector's exports went up to
3,400 million pesos, equivalent to 6,9 of total foreign sales carried
out by the country's industrial enterprises,

In that year the main export articles of the parastatal industrial

sector were the following: transport equipment 28.6%; textile products

23.4%; casting products 2u.4% and food products 1k,23.
At the present time oil products are the most important exports.
In 1970 exports of oil derivatives amounted to 2.9% of total exports.
In 1978 crude oil and its derivatives contributed with 32% of the country's

total exporte and for 1979 it is estimated that they represent L6.6%.
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In the first years of the nineteeneighties the eccnomy will devend heavily on l
foreign exchange earnings from oil. Since oil production is entirely |
a state activity, Mexico's future export perforrance devends crucially
on the varastatal industrial sector.
This section has assessed the impact of the contribution of the parastatal
industrial sector in Mexico's growth. The public sector plays a vital role
in key areas of the economy. This sector however faces a seriss of
problems, most important of which are its dependence on foreign finance and
foreign technology. An improvement in the performance of the parastatal
sector can make an important impact on the process of Mexican industrialisation.

The next section reviews organisational structures and managerial practices

within this sector with a view to making realistic suggestions for improving

its performance as an agent of development.
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PART THREE: INSTITUTIONAL AND ORGANIZATIONAL

ASPECTS OF THE PARASTATAL INDUSTRIAL SECTOR

CHAPTER 7. ORGANISATION OF THE PARASTATAL INDUSTRIAL SECTOR

1. Holdings or conglomerates of the parastatal industrial sector

The "Secretaria de Patrimonio y Fomento Industrial" (Ministry for
National Wealth and Industrial Promotion) is responsible for the
execution of the National Plan for Industrial Development 1979-82.

It is also the entity in charge of controlling the parastatal industrial
sector and evaluating and controlling the behaviour of public irndustrial

enterprises.

At the present time the parastatal sector is constituted by Sik

public euterprises of which 284 are within the parastatal industrial

sector, this means that 52.27% of the public enterprises are industrial.

The parastatal industrial sector is constituted by the following entities:
- Decentralized organisations 12

- Enterprises with direct state majority
participation 21

- Enterprises with indirect stale
majority participation 21k

- Enterprises with minority state

participation 37

TOTAL 284

Forms of state holdings or conglomerates have developed as
a consequence of the ways in which public enterprises have been created
and acquired. Most parastatal entities were constituted as subsidiaries
of the main national credit institutions: "Nacional Financiera, S.A."
(National Development Bank) and "Sociedad Mexicana de Credito Industrial”
(Mexican Society for Industrial Credit), as well as of other public
enterprises.

These entities are incorporated in the parastatal sector through
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the capital contributions made by the main enterprise or holding. When

this contribution permits the control over 50% or more of the capital,

the enterprise is considered a state majority company. If the contribution

represents a lower proportion the enterprise is classified as a state

minority firm. i
Tn 1979 there were 53 enterprises with state minority participation

within the public sector, 37 of them belonged to the parastatal industrial

sector.

Within the parastatal sector there are several entities which work

as holdings. the expansion of this sector is partly due to the efforts
carried out by such entities.
|

The "Comision de Fomento Minero" (Mining Promotion Commission) was
created in 1934 and is the oldest holding. Its main objective is to
promote the development of the mining sector through financing, capital
contributions, renting of machinery and technical studies. At the present
time it holds shares in 32 mining-metallurgical enterprises and promotes
important expansion projects, especially regarding exploitation of copper,
sulphur and phosphorus deposits which are the property of the subsidiary

enterprises.

In 1940 the Federal Government created the most important development
banking institution of the country, the "Nacional Financiera, S5.A."
(National Development Bank). Its main activity is to promote development -
in every sector of the economy. In 1979 it held shares in several public
industrial enterprises located in the most important gectors of the economy.
The existence of the parastatal siderurgical sector is largely due to
the efforts made by the Federal Government and by the "Nacional Financiera".
The most important steel factories in the country such as "Altos

Hornos de Mexico", "Siderurgica Lazaro Cardenas - Las Truchas" and

"Fundidora de Monterrey, S.A." are all subsidiaries of "Nacional Financiera".
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The same could be said of the cellulose, paper and fertilizer
industries, which were created thanks to the support granted by "Nacional
Financiera". The state agricultural nutrients monopoly "Fertilizantes
Mexicanos" is a subsidiary of "Nacional Financiera". The principal
state enterprises producing cellulose and paper are "Compania Industrial
de Atenquique, 5.A." and "Fabrica de Papel Tuxtepec, S.A.". These
enterprises represent the first efforts carried out by "Nacional
Financiera. S.A." in order to promote industrial develcpment.

The first industries in the country oriented to the manufacture of
capital goods, particularly of transport equipment, were created when
"Nacional Financiera, S.A." acquired the plants which had been installed
with foreign capital and were later abandoned. To this group belong
"Constructora Nacional de €arros de Ferrocarril” (Mational Factory of
Railway Care), "Diesel Nacional" (National Diesel Company) and
"Siderurgica Nacional" (National Siderurgical Company).

The "Sociedad Mexicana de Credito Industrial” (Mexican Society for
Industrial Credit) was originally created as a private banking corporation.
Subsequently the Federal Government acquired the majority of its shares
and it was transformed into a mixed banking corporation since private
capital continued its participation in the society though in a minority
position. This institution has created 28 subsidiary enterprises which
are located within the car industry, secondary petrochemical industry,
basic chemistry and home equipment industries, among others.

The subsidiary enterprises of the "Sociedad Mexicanan de Credito
Industrial"” (Mexican Society for Industrial Credit) within the car

" and "Mexicana de

industry are "Vehiculos Automotores de Mexico, S.A.
Autobuses, S.A.". These enterprises have a share of 23% in the market
of compact cars and of 75% in the production of buses with integral

body. In like manner, "Equipos Automotores, S.A.", "Borg and Beck de

Mexico, S.A." and "Manugacturera Mexicana de Partes de Automobiles, S.A.",
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hold 100% of the market of radiators and participated with 607 in the
manufacture of bullet moulds, clutches and spark plugs.

In the petrochemical sector the subsidiary enterprises "Tereftalos
Mexicanos, S.A." and "Glicoles Mexicanos, S.A." have 50% of the market
of tereftalos and 35% of the raw materials for manufacturing synthetic
fibers (polyester).

"Sosa Texcoco, S.A." and "Cloro de Tehuantepec" are the chemical .
enterprises belonging to this credit institution. They have 60% of the
national market of chlorine, 55% of the sodium carbonate and 50% of the
caustic soda market.

"Cementos Anahuac del Golfo, S.A.", which is the principsl cement
exporting company, "Industrias de la Telecommunicacion”, and is in
second place regarding telephone production "Mecanica Falk", the principal
manufacturer of motor-reducers and gears and the only producer of type A
winches, are also subsidiaries of "Sociedad Mexicana de Credito Industrial®.

The federal decentralised organisation "Comision Nacional de la
Industria Azucarera" (National Commission for the Sugar Industry) was
created in 1970. It created a holding enterprise in charge of the
administration of sugar mills owned by the parastatal sector, and so,
"Operadora Nacional de Ingenios, S.A." (National Sugar Mill Operator Co.)
was constituted in 1971. Its function was the building, acquisition and
operaticn of industrial units producing sugar and alcohol. At the present
time this organisation 1s in charge of 31 state sugar mills,

In 1971 the Federal Government supplied the resources to create the
enterprise "Productos Pesqueros Mexicanos" (Mexican Fish Products) to
encourage fishing activity and {ts industrialisation in order to achieve
a sufficient supply of marine products for the national market and to

increase exports. At the present time "Productos Pesqueroe Mexicanos"

constitutes a holding which has control over 21 integrated enterprises
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wvhich own a fishing fleet, canning, packing, freezing and refrigerating
plants, storage houses and distribution centers.

One of the principal subsidiary enterprises of "Nacional Financiera'
is "Altos Hornos de Mexico, S.A." which is the main steel factory in the
country and the second in importance in Latin America. This enterprise
is itself a holding as it participates in the social capital of 29 enterprises
of all kinds such as mining enterprises, steel casting plants,
manufacturers of intermediate imputs and capital goods, enterprises for
the commercialisation of siderurgical products, thermoelectric plants,

hotels and estate agencies.

2. Administrative reform and organizational forms

Under the 1977 administrative reforms the Federal Government adopted
several measures which affect the parastatal administration. They include
those designed to improve the structure of public administration according to
the legal framework which modified its organisation and functioning; and
those aimed to establishing a sectoral organisation as the adequate
frame for the co-ordination and control of public enterprises. An
attempt was made to improve the control and vigilance mechanisms of the
public sector enterprises; and to achieve a more efficient co-ordination
among the ministries and state departments and the entities of the
parastatal sector as well as a more rational use of resources by these
enterprises.

The entities of the parastatal sector which participate in the
same activities have been grouped by sectors since 1977, having a ministry
or a state department in charge of co-ordinating their activities in
the form of a sectoral central authority. The relations among the
Executive and the entities of the parastatal sector ar co-ordinated

through the respective secroral central authority.

The Ministry for National Wealth and Industrial Promotion (SEPAFIN)
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co-ordinating the state entities which control a large part of the
resources and which have great influence over the councry’s economic
activity. "SEPAFIN" co-ordinates all the state entervrises carrying out
{industrial activities, while the Finance Ministry is head of the financial
and credit institutions sector.

The 1977 Administrative Reform also implied a new assignment of
functions to the ministries and state departments. Previously control
over the state enterprises' expenditure was carried out through three
ministries, Finance, Presidency and National Wealth. This situation
complicated the administrative process and delayed decision making.

The Ministry for Programming and Budgeting was created in 1977
and absorbed some of the functions performed by the other departments.
With ressect to the entities of the parastatal sector the Ministry for
Programring and Budgeting constitutes the official branch office in
charge of: programming their expenses; budgeting their current and
capital expenses; authorising and controlling expenditure and evaluating
negotistions. To carry out these activities the following three vice
ministries were created: Programming, Budgeting and Evaluation.

S‘nce this ministry is also in charge of the design of national
and regional plans for economic and social development, an efficient
administrative structure has been created which permits the activities
of the parastatal sector to maintain the same orientation and pursue
the objectives and goals of the national plans.

Tt must be pointed out that the Finance Ministry continues
to control and authorise credit resources applied for by the entities of the

parastatal sector.

Another important aspect derived from the Administrative Reform

{s rhe introduction of the programme budget within the centrally

controlled parastatal sector. With this measure more adecuate mechanisms




- 57 -

have been established in order to achieve a rationalisation of public

sector expenses.

The traditional budget used to list separately all the resources

which were assigned to each entity. However there did not exist a

gereral procedure to know how efficiently these resources were used.
With the use of the programme budget, public sector expenditure is
structured at programme and sub-programme levels, pointing out in each
case the objectives and goals of each level, the cost for the development
of each project as well as the responsible authorities for its executionm.
In this way the efficient use of resources i? quite simple to verify
through the evaluation of the fulfilment or non-fulfilment of the
programmes within the time, goals and costs previously stated.

Moreover, institutional grcups constituted by sectors and the

Ministry for Programming and Budgeting have been established in order
to speed up the programming functions. These groups establish
sectoral policy and programmes indicate the goods and services which

should be produced, identify the needs for resources, determine relations

\
1
|
with other sectors and the budgeting distributions in the short and medium 1
term. :

These new mechanisms whicn facilitate the co-ordination of inter-

linked activities are important achievements of the 1977 Administrative

Reform, wvhich has avoided the appearance of bottle-necks, has eliminated
functional overlap and has made evaluation of successes and failures

of each sector feasible, allowing flexible decision making in order

to modify objectives and goals in a permanent feed-back system.
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CHAPTER 38

AUTONOMY, LEGAL STRUCTURE, CONTROL AND SUPERVISION

SYSTEMS OF PUBLIC INDUSTRIAL EXTERPRISES

Public industrial enterprises enjoy sufficient autonomy and carry
out their own accounting. They determine production, sales and
employment levels and the pvace of technological innovations.

Regarding the legal structure of the Mexican public industrial
enterprises, it is ﬁiportant to point out that there are three different

kinds of parastatal entities whose control structures are described below:

CONTROL, STRUCTURES OF DIFFERENT TYPES OF

PARASTATAL ORGANISATIONS

Parastatal . Constitutional Control System

Entities - Mechanisms

1. Decentralised organisms Law, regulations or National and sectorial
decrete of public law control system

2. IEnterprises with majority Private law: General Law National and sectorial

state participation: of Commercial Societies control system
direct and indirect and the General Law of
Co-operative Societies
3. Entervrises with Private Law: General Law National and sectorial
minority state of Commercial Societies control system
participation and the General Law of

Co-operative Societies
The national control system is composed of several ministries. At a
macroeconomic level it is headed by the Ministry for Programming and
Budgeting which co-ordinates planning, budgeting and negotiations.
Financial global control is carried out by the Ministry for Finance.
Control over acquisitions is carried out by the Ministry for Commerce; the
regulative control over real estates has been assigned to the Ministry

for Human Settlements and Public Works. Control over contracts and

public works is carried out by the Ministry for Programming and
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Budgetingl.

The sectorial control system devolves on the Heads of Sector and
consists of control over planning activities and co-ordination and
evaluation of the parastatal entities which had been assigned to them

by the Central Govermment.

1. Legal Structure of the Public Industrial Enterorises

Different legal forms which can be adopted by Mexican public
enterprises include:
(i) Decentralized organisations:
These parastatal entities are not very numerous within the
parastatal industrial sector. However they are important due to
their size and because they constitute true industrial complexes
both in terms of their capital investment as well as for the
physical volume of production they generate.
These entities are created by legal decision of the Executive and
Legislative Powers, they form part of public law and their
_objectives and activities are ruled by their Organic Law which is
approved by the Legislative Power.
Usually the Government is the sole provider of capital owned by
these firms. This capital is not represented in shares and
consequently there does not exist an assembly of shareholders.
(11) Enterprises with majoritv and minority state participation:
The enterprises with majority and minority state participation are
constituted in accordance with the rules of the private law
("Ley General de Sociedades Mercantiles" y la "Ley General de
Sociedades Cooperativas") (General Law for Commercial Socleties

and the General Law for Co-operative Societies), and their creation

1Con:rol nver contracts and public works has given rise to a political
discus.iion since many think it would be better that the Ministry for
Human Jettlements and Public Works should perform this function due to

its specialised character.
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does not have to be authorised by the Legislative Power. Within the
enterprises with state majority participation a distinction has been
made between majority direct and indirect participation. The Central
Government has control over enterprises with direct majority participation,
nowever it does not control those with indirect majority participation.
They are controlled by intermediate entities such as conglomerates or
state holdings.

Among the enterprises with majority state participation there are
a2 few co-opcrative societies. The state owns share capital and participates
in their administration. It has the same rights as other owners of
co-gperative encerpriselﬁ.

Almost all enterprises with majority state participation (direct
and indirect) and with minority participation, have adopted the share-
holding form. In this kind of enterprise the social capital is
represented by shares (as in private enterprises) and the Federal

Government and/or other parastatal entities are partners.

2. External Control Mechanisms of the Public Industrial Enterprises

Putlic industrial enterprises are subject to an externmal control

which is carried out both at national an sectorial levels. This control

applies to all public enterprises and is carried out through the state

apparatus in the following manner:

(a) Central Government Control .
The new organic law of Fublic Federal Administration in force since

1677, enables the President of the Republic to appoint the president

or members of the adwministrative councils, boards of directors or similar

1 In the period between 1934 and 1940 great emphasis was given to
the development of the co-operative movement. An example of a
co-operative society with direct majority state participation is
"Talleres Graficos de la Nacion. $.C, de P,E, y R.L." (National
Graphic Workshops) and an example of enterprise with indirect
majority participation is the "Sociedad Cooperativa de Ejidatarios,
Obreros y Empleados del Ingenio Fmiliano Zapata, S.C.P.E.S." (Co-operative
Society of the "Ejidatarios', workers and employees of the Emiliano
Zapata Sugar Mill).




- 0l -

officials of the parastatal entities controlled by the Federal Government.
In the same manner the Federal Executive can determine which public
officials will assume the responsibility to act as shareholders in the
name of the Federal Government in those public enterprises.
{(b) Control by the Legislative Power

The decentralised organisations are created by legal decisions of
the Executive and Legislative Powers. 1In these cases the constitution
of the enterprise is usually incorporated in its organic law, which is
approved by the Legislative Power. This law constitutes the first
control mechanism as the following aspects are specified in it: the
organisational objective; its administrative structure; its capital
structure and other aspects which regulate its activity.

One of the functions that by law correspond to the Legislative
Power is the revision and approval of the Federal Expenditure Budget
and the Account of the Public Federal Wealth. In the first document,
the expenditure of the Federal Govermment and of each one of the parastatal
sector enterprises with controlled budgets are determined. The Account of
the Public Wezlth is the document which presents -ex post- in a specified
way, the financial situation of the public sector, analysing the
evolution of incomes, expenditure and debt, both of the Federal Government
and of the parastatal sector with controlled budgets.

It is worth mentioning that the Legislative Power is helped by
one of its branch offices, the Wealth Major Accounting Office, to
carry out these activities, This branch office carries out the
revision of the Federal Public Wealth account in order to affirm the
preciseness of the income and expenditure operations carried out by
the Executive. This branch office has also the authority to ask for

any kind of documents from the entities of the public sector as well

as from private enterprises and individuals which have participated in
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income and expenditure operations involving the entities of the public i
sector.
(c) The operation of the national control system

Public industrial enterprises are controlled through the direct
participation of the Executive in their administrative councils or boards
of directors, through the designation of a representative appointed by
the President of the Republic. On the other hand contrcl by the .
Legislative Power over these enterprises is of ‘a financial kind through
income and public expenditure concrols.

Control at a macroeconomic level is carried out by the Ministry for

Programming and Budgeting; national financial control is exercised by the
Ministry for Finance, control over goods and acquisitions is provided by

the Ministry for Commerce, control over real estates is carried out by the
Ministry for Human Settlements and Public Works and finally the control
over contracts and public works is exercised by the Ministry for Programming
and Budgeting.

(i) Control by programmes

The programme budget approach has been adopted within the public ,

sector since 1977. The Vice-Ministry for Programming has been created
within the Ministry for Programming and Budgeting. This branch office
has, among its functions, the design of national and regional plans
for social and economic development, which are closely related to the
activities of the state enterprises of each sector.

As a consequence of the general guidelines derived from the National
Plan for Economic and Social Development, sectorial plans and objectives,
programmes and goals of public industrial enterprises are established
together by the sectorial co-ordinators and the participating enterprises,
in order to assist in the fulfilment of the national objectives. The

cost of each programme and sub-programme is specified. This constitutes

the starting point for the design of the Federal Expenditure Budget.
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In order to enable all public enterrprises to undertake effective
corporate planning, in 1977 a decision was taken to create in each of
them an administrative unit in charge of planning, programming, budgeting
and evaluating the activities related to their expenditure. This unit
is in permanent commumication with the Head of the Sector to which the
enterprise belongs.

(ii) Control over expenditure

A most important part of the external control mechanisms is
constituted by the fact that all expenditures of the main public
enterprises have to be authorised by the Ministry for Programming and
Budgeting.

When the Ministry for Programming and Budgeting was created all
existing offices in charge of controlling and authorising the expenditure
of public enterprises were concentrated in a central office.

Control over the total expenditure of the parastatal sector is
exercised by the "Direccion General de Egresos" (Directorate General
for Expenditure) of the Ministry for Programming and Budgeting. This
administrative office is jointly in charge, with the '"Direccion General
de Inversiones' (Directorate General for Investments), of drawing up
the Federal Budget. It studies the current investment expenditures
carried out by the Federal Governms ¢ and by the organisations and
enterprises with controlled budgets.

Once the budget has been approved by the Legislative Power,
the Directorate General for Eipenditure is instructed to watch over
and control the expenditure practice of each one of the public sector's
entities. It designs an expenses calendar fur each entity, authorises
the enlargements, decreases and transfers of financial resources

originally assigned in the budget, as well as the payment of Federal

Government subsidies to the state enterprises.
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(iii) Control over investment

The parastatal erterprises together with their respective Heads

investments programme, to the Directorate General for Investment of
the Ministry for Programming and Budgeting.

The Directorate General for Investment arranges each entity's
project in a hierarchical order, basing itself on the programmes
received by the Head of the Sector and on the guidelines of ecomomic
policy contained in the national and sectorial development plans. Once
the projects have been arranged in order of priority the Directcrate
General establishes the public sector's investment programme which
includes both the Ministries and the State Departments as well as the
varastatal enterprises. During the year this office authorises the
investment programmes of each parastatal entity through the evaluation
of each project's physical advances. In co-ordination with the Ministry
for Finance it studies the financial implication of the investment
programme of each public enterprise.

Another function performed by the Directorate General for Investments
is to carry out feasibility studies according to the guidelines,
objectives and goals of the development plans. Moreover, it recommends
measures and actions in order to increase the effectiveness of the
investment programme.

(iv) Evaluation and control of the operation of public enterprises.

Public industrial enterprises as well as the other enterprises of

the parastatal sector are subject to the control and e%aluation of
their operation since the programme budget approach was adopted in 1977.
This is carried out in four stages closely relating to each other:
programming, budgeting, control and evaluation. To carry out this
last stage the Vice-Ministry for Evaluation was created within the

Ministry for Programming and Budgeting. This branch office, as its
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name suggests, has the function of analysing the Federal Government's
expenditure practice and that of the parastatal entities in order to
deternine to what extent the programmes, objectives and goals originally
established in the budget were accomplished.

The evaluation carried ocut by this branch office is done at

several levels. It looks for consistency among objectives and goals of

Its analysis evaluates project profitability from the point of view
of their economic and social direct and indirect effects. In this case
the Vice-Ministry has the right to examine, together with the Directorate
General for Expenditure and for Investments, the monthly and yearly
financial statements of the state enterprises as well as statements of
external auditors.

External auditors comstitute a controlling mechanism that was
introduced a long time ago. Previously the signing of contracts with
specialised bureaux was carried out by the Ministry for Patrimony and
Industrial Promotion, and now, with the new administrative structure,
the signing of comtracts with the external auditors is carried out by
the Vice-Ministry for Evaluation.

The function of the extermal auditor is to certify that the
statement of accounts of the state enterprises clearly shows the
financial situation of the entity. They must explain the main reasons
that lead to specific financial situations and give recommendations
considered necessary to improve the financial structure of the enterprise.
The report of the external auditories is given to the Administrative
Board of the eanterprise, the Head of Sector to which the parastatal

entity belongs and to the Ministry for Programming and Budgeting

for their consideration.
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(v} Control over the expenditure for comstruction
An important proportion of capital expenditure carried out by

parastatal enterprises takes the form of building works which are

generally carried out by building companies of the private sector.

With the purpose of achieving better control over this kind of expenses, .
specific legislation has been passed and a branch office of the Ministry

for Programming and Budgeting is in charge of watching over the contracts

and over the execution of the building works. In order to submit a

building tender public enterprises should have the approval of the

Directorate General for Investments. On the other hand building

enterprises wishing to bid for these tenders should be registered

in the Federal Government's list of contractors.

The yearly programme of building works which should be carried out
bty the enterprises of the parastatal sector is controlled through the
Miaistry for Programming and Budgeting. Control over the physical
advance of the work, its cost and its comparison with the original
programme is specified in such a programme.

(vi) Control over the acquisition of #oods and services

The enterprises of the parastatal sector are obliged to register
at the Ministry for Commerce the contract projects for the acquisition
of goods and raw materials when this purchase exceeds specified
limits. The Ministry for Commerce asks the entities for the yearly
acquisition programme. During the year it reviews the purchase projects
of contracts or orders and, in turn, authorises them, then it proceeds
with their registration.

The Ministry for Commerce has the power to ask the parastatal
entities for any information related to acquisitions or inventories.

In like manner it can revise and modify the purchasing system.

In the case of goods acquired abroad, state enterprises should

have the authorisation of the "Instituto Mexicano de Comercio Exterior"
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(Mexican Institute for Foreign Trade) in order to proceed with the
registration of the contract or order at the Ministry for Commerce.
(vii) Control over imports by the parastatal sector

In 1978 public sector imports represented 36.2% of the country's
total imports. This shows the importance of adequate zontrol over this
kind of transaction for the national economy.

Since 1950 several measures for the co-ordination of imports by

the parastatal sector have been taken. The Imports Committee of the

public sector was created in 1959 and at the present time, it is integrated
within the Mexican Institute for Foreign Trade. This committee ensures
that the public sector's entities do not acquire goods abroad when

similar goods can be acquired from national manufacturers.

Public sector entities should produce their yearly programme of
acquisitions of foreign goods and services to the Imports Committee.

The national customs require the Committee's authorisation for all
public sector imports.
(viii) Control over credit tramsactions in the public sector

The operation and investment expenses of the state enterprises are
financed in a significant proportion through credits. In order to
rationalise the use of this instrument the Ministry for Finance, in
co-ordination with the Ministry for Programming and Budgeting,
controls the loans requested by public enterprises.

To determine the financial needs of the parastatal sector the
Ministry for Finance asks the Heads of Sector for the yearly projects
and prograrmes of each one of the parastatal entities.

The entities of the parastatal sector need the previous approval
of the Ministry for Finance, in order to carry out official negotiations,

informal or exploratory negotiations, intended to obtain financial

resources from the international capital market.
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Before authorising the credit transaction, the Ministry for Finance
makes sure that the payment capacity of the parastatal entities asking
Ministry has the authority to refuse authorising financial transactionms.
It can revoke the financing application when the credit is assigned to
projects or programmes which are not authorised by the Ministry for
Programming and Budgeting.
(ix) Price control .
The Federal Government carries out centrol over the price of
some goods which are important in the diet of the poorer sections of
the population or over products which constitute basic inputs for the
development of the economy. In these cases the goods are subject to an
official price and for its modification, they require the authorisation
of the Ministry for Commerce.
Among the goods produced by public eaterprises which are subject
to price control are:. energy products (gasoline, fuel oil, gas and
electricity); steel derivatives (flat laminates, rod, structural perfiles);
fertilizers and metallic and non-metallic mfnerals. In like manner,
some service fares charged by public enterprises are also under the
control of the Federal Government and their modification require the
authorisation from their respective Ministry. Amonz them are: railways,
airlines and maritime transport.
(x) Control over information -
Diverse branch offices continually require information from parastatal
enterprises.
The General Co-ordination Office for the National Information System,
which is a branch office of the Ministry for Programming and Budgeting,
has been carrying out studies for the establishment of a more simple

information system regarding periodic information. It is intended to

reduce work and avoid duplication in the information requirements.
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The national control system is an activity in which the Central
Government and several State Ministries participate. It has
importance as an instrument for monitoring the performance of the public
sector and it is very useful for the amendment, on time, of mistakes
which affect the normal development of national economic policy.
(d) Sectorial control by co-ordinating offices

Heads of Sector have the responsibility of co-ordinating the operation
of the enterprises they are 1. charge of. They have to produce to the
Ministry for Programming and Budgeting the projects and programmes of
activities of each state enterprise as well as supervise their fulfilment.

The Heads of Sector work in co-ordination with the Ministry for
Finance, and are authorised to inspect working procedures
and production systems, recommending the amendments they consider necessary
for the organisational and operational improvements of public enterprises
to the President of the Republic. They can propose the fusion,
dissolution and liquidation of parastatal entities that are not fulfiling
the objectives for which they were created.

Heads of Sector appoint public officials as members of the Adminstrative
Board in each public sector entity. 1In the most important enterprises
the President of the Administrative Council is usually the Minister of the
State Department or Ministry which acts as Head of Sector and he is
directly appointed by the President of the Republic.

According to the Adminisrrative Reform guidelines the entities
of the parastatal sector were grouped in twelve sectors. They are in

charge of the following branch offices of the Executive:

Scctor of Economic Activity Co-ordinating Entity or Heac of Sector
1. Agriculture, cattle Ministry of Agriculture and Hydraulic
and forestry Resources. It co-ordinates 65 parastatal

entities of which 42 out industrial
activities.
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Economic Policy

Communication & Transport

Human Settlements
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Fishing Departmenct. 1t groups 22
parastatal entities of which 18 carry -
out industrial activities.

Ministry for National Wealth and Industrial
Promotion. It acts as Head of Sector

to 201 parastatal mining and manufacturing
enterprises.

This sector is constituted by the Ministry
for Finance and the Ministry for Programming
and Budgeting, this last one being the .
Head of Sector. The Ministry for Finance
fixes the general guidelines for the
financial policy and looks after the
contracts of foreign credits for all.
parastatal entities. The ministry for
Programming and Budgeting looks after,
controls and evaluates the expenditure of
the public sector's enterprises so as to
ensure that its work is in accordance

with the development plans.

The Ministry for Finance is the Head of Sector
of the state financial institutions, that is
to say: banks, development banks, real estate
agencies, funds and trusts. Altogether it
co-ordinates 139 entities; None of these
carries out industrial activities.

The Ministry for Communication and Transport
co-ordinates the activities of the state
enterprises which transport goods and people,
such as the rajiway sector and airlines,

navy lines and road transport enterprises.

It is also in charge of the telephonic
enterprises. Altogether it groups 53 entities,
three of them carry ort industrial activities.
These last enterprises are included in this
sector as they constitute branch offices of
the Mexican Telephone Company.

The Ministry for Human Settlements and Public
Works carries out the principal public
infrastructure works and designs the human
settlement's policy. It is not in charge of
state industrial enterprises.

The Ministry for Commerce: this branch is
in charge of all state enterprises which
promote national and international trade.
Altogether they are 37 entities, four of
which process agricultural goods and are
branch offices of "Compania Nacional de
Subsistencias Populares, $.A." (National
Company for Popular Consumer Goods) which
is the most important trade enterprise

of the public sector.
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] Lahanr The Ministrv for Lahour and Social Services
is in charge of supervising the industrial
relations system. The only industrial
enterprise it administers is a publishing
company which produces books of interest
for the working class.

9. Tourism The Ministry for Tourism co-ordinates the
activities of state entities such as hotels
and restaurants. It does not co-ordinate
industrial enterprises.

10. Administration and This sector is integrated by the Miaistries
Defence for National Defence, for Foreign Relations
and for Governance. This last ministry
works as Head of Sector and it is in charge
cf 18 entities of the parastatal sector of
which 9 are industrial enterprises.

11. Education The Ministry for Public Education is in charge
of 20 state entities. The great majority
of them are decentralized organisations
which carry out high level researches.
It controls four publishing companies
which publish scientific works.
12. Health and Social The Ministry for Health and Public Assistance
Security co-ordinates 17 entities of the parastatal
sector giving medical services. It does
not include any industrial enterprises.
The Head of Sector authority analyses the projects and programmes of
each public enterprise and it studies their mutual consistency and
complementarity. The adjustments and modifications proposed for the
projects ind programmes are evaluated by the executive members of each
parastatal entity with the State Secretary or Department Manager
responsible for the sector.
Once the Head of Sector and the Ministry for Programming and Budgeting
have approved the programmes and projects the public enterprises then
enjoy autcnomy as far as their execution is concernad. The managing
corporations ot tne parastatal entities develop the working systems and

methods. In the same manner these managing corporations working together

with the Head of Sector authority amend the administrative structure of

the parastatal entity.
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Public enterprises exercise autonomy through the contracting of

personnel, fixing salaries, social loans and working hours. These

activities are regulated by the Board of Directors of the enterprise and

the representative of the workers. The Administrative Board of each

parastatal entity is free to appoint middle level management. .
The entities of the parastatal sector also enjoy autonomy as far

as the sales policy is concerned. When the goods they produce do not

have an official price the enterprise along with the Head of Sector
modifies the price of the goods produced. When an official standard of
quality does not exist the enterprise itself establishes its production
system and its quality control over the services and goods it supplies.
In the Mexican case the external control of the public industrial
enterprises and of the parastatal sector is carried out through several

Ministries and State Departments which have the necessary specialised

personnel. Moreover the authorities who carry out the control have
acquired through practice great professional experience. The people
working in the public sector carrying out controlling functions constitute
a multi-disciplinary group. It is important to point out however that
there is no legislation which demands certain professional specialisation
in order to hold administrative posts related to the control of the entities
of the parastatal sector.

In general it may be concluded that particularly since 1977 Mexico
has developed a well integrated control system in the parastatal sector.

This has played its part in enhancing the performance of public sector

\
\
|
enterprise within the economy. (
|
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PART FOUR: THE ROLE OF THE PARASTAVAL INDUSTRIAL SECTOR IN RELATION TC

PRIVATE SECTOR, TECHNOLOGICAL DEVFLOPMENT AND INTERNATIONAL CO-OPERATION

CHAPTTR 9. RELATIONS BETWEEN PARASTATAL INDUSTRIAL

ENTERPRISES AND THE PRIVATE SECTOR

l. General relations with the private industrial sector

Relations between the parastatal industrial sector and the private
sector in Mexico are regulated by a legal framework within the perspective
of a mixed economy.

These relations have had a complex and often conflictive development,
especially during crises periods. It is necessary to assert that the
private sector's objectives are not the same as those of the public
sector; each administration has the duty to define the character of
these relatious.

The parastatal industrial sector is strong only in some strategic
branches of the economy and has to co-ordinate its actions with the
private sector which has a dominating role in national industrial
production. The present administration has formulated the strategy
of shared development which defines responsibilities and gives security
to the private sector's investments. This has led to the formulation
of an agreement which has been improved through the "Alianza para la
Produccion" (Alliance for Production Programme). The Government has
established mechanisms for increased co-operation between the private
and public sectors.

The Mexican Government has used fiscal policy as an instrument
to orient productive activities of the private sector according to the
investment priorities of the Federal Government. At the present time
tax incentives are granted to enterprises which:

(a) are engaged in activities considered to be of priority interest

for the nation's economy

(b) wmake investments creating new jobs
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(¢) manufacture new goods that will substitute imports

(d) will settle in less developed areas

(e) encourage small scale enterprises.

Besides tax incentives the public sector has given extensive credit
assistance to the private industrial sector, especially to small and
medium sized industries. This has been carried out through federal
financial institutions such as: "Banco de Mexico" (Central Bank) and
"Nacional Financiera" (National Development Bank), that created trusts

specialising in industrial promotion.

2. Linkages with small and medium sized industries

Small and medium sized industries are of great importance in the
country's manufacturing sector. They comprise more than 100,000
establishments, generate 60% of the national industrial production
giving employment to 80% of the industrial labour force.

The public sector sustains mechanisms that try to link large to
medium and small industries by the means of subcontracting. Large
industries give contracts to small and medium sized industries to
provide parts or intermediate goods. The public sector's intervention
is necessary to avoid economic concentration through the creation of
a wide number of small and medium sized enterprises. To achieve this
reliance is placed on subcontracting as well as on an extensive
programme that orients the strategy and assistance provided both by
the public sector and by public enterprises.

The Federal Government has co-ordinated the activities of the
specialised funds of national credit institutions and has established
an integral assistance programme for small and medium sized industries,
i.e. enterprises whose capital stock are less than 36 million pesos.
This programme gives priority to:

(a) those industries satisfying basic needs of the population, such as

the manufacturing of foecd, clothes, shoes, furniture and drugs;
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(b) enterprises producing capital intermediate inputs;
{(c) enterprises selected for special treatment because they create a
considerable number of jobs, obtain a significant improvement in
the balance of payment or are distinguished by their high value
added relative to the required financial assistance.
The integral assistance programme will cover the provision of technical
assistance, cost benefit studies, credits, purchase of the firm's stock
and installation of machinery and equipment.
The main trusts managed by the Federal Govermment's credit institutions
which are specialised in promoting small and medium sized industries are
the following:
(a) Fondo de Garamtia y Fomento a la Industria Mediana y Pequena
(Trust to Support and Promote Small and Medium Sized Industries)
In 1978 this entity granted credits to 3,638 industrial enterprises
which gave employment to 111,000 workers. 55% of these
enterprises produced popular consumer goods (food, shoes and clothes),
37% of them produced intermediate consumer goods (textiles, chemical
products) and 8% produced capital goods (mechanical and electrical
machinery). The great majority of beneficiary enterprises are
located in less developed areas. ;
(b) Fondo Nacional de Fomento Industrial (National Trust for
Industrial Development)
Through this institution assistance was given to 250 manufacturers.
Tt is worth mentioning that this entity participates in the f£irm's
risk capital as a temporary partner; once the project has matured
the stocks are sold to private investors.
(¢) Fondo para el Fomento de las Exportaciones de Productos Manufacturados
(National Fund for Industrial Exports)

In 1978 it granted credits worth 20,931 million pesos. |

_—_____ﬁ
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(d) Fondo de Equipamiento Industrial (Fund for Industrial Equipment)
This entity authorised financing for 2,288 millions of pesos in
1978 assigned to 61 projects that will create 6,500 new jobs.

In their first five years of operation these projects will save

foreign evchange estimated at 18,100 million pesos. |
(e} rideicomiso de Conjuntos, Parques y Ciudades Industriales y Centros
Comerciales (National Trust for Industrial Parks, Cities and Trade
Centres)
Industrial and urban infrastructure in strategic areas of the
country has been created with money supplied by "Nacional Financiera"
(National Development Bank) encouraging investors to establish
industries in these areas.
At the present time there are twelve fully established industrial cities
and seven more are being built. Agreements have been signed with
"Comision Federal de Electricidad" (Federal Electricity Commission) to
facilitate payment for the required electric installations. The
communications system between industrial cities and the rest of the
country has received support from the state's railway enterprises.
Telephonic, postal and telegraphic services havea also been established
through special agreements with the public sector’s entities supplying
these services. Likewise the state's oil monopoly provides natural
gas to the industrial cities.
The parastatal sector has thus consciously attempted to foster
economic complementarity and to encourage the development of small

industrial enterprises.

3. Public Industrial Enterprises' Contribution to Rural Development

and to the Satisfaction of Peasant's basic needs

Parastatal agro-industries are enlarging their factories and

developing new projects to improve productivity, increase non-agricultural




- 77 -

rural erployment and imorove rural income. Rural develcovment policy
postulates that all agro-incustrial projects should be located in rural
areas, providing social benefits and satisfying some essential needs

of the rural community.

Rural development involves great effortis, both on increasing
productivity and on enlarging fs.ming areas. The parastatal agro-
industry has been offering assistance to non irrigated agriculture
and has tried to promote flexible ways to organise commoners, "ejidatarios”
and small private plots for production, imputs acquisition, financing and
commercialisation of agricultural products.

Increased effirts are required to imnrove efficiency and increase
farming areas in the production of fertilizers, improved seeds and other
tasic agricultural imputs. Public industrial enterprises are playing
a major role in the fulfilment of this task.

The parastatal industrial sector produces and supplies basic inputs,
instruments and certain machinery and equipment to agriculture.

The most significant assistznce given by the state to the individual

peasant, "ejidos” and to agricultural co-operatives has been carried
out through the provision of credit and through the supply
of infrastructure. In 1943 the "Comision Nacional de Maiz" (National
Corn Commission) was created. It was later transformed to the state enterprise
"Productora Nacional de Semillas' (National Seeds Producer) which
produces special quality seeds. At the present time this anterprises
expcrts improved corn seeds to South America.
In order to build an adequatc infrastructure regarding grain storage,
seeds and other agricultural products, the Federal Government created in
1936 the state enterprise "Almacenes Nacionales de Depcsito” (National

Storage System) which besides giving storaging and conservation services,

grants credits, keeping deposited merchandise as pledge. In 1971




PO

- 78 -

the state enterprise '""Bodegas kurales CONASUPO S.A. de C.V." (CONASUPO
Rural Warehouses) was created to give storage sarvices to rural communities.
The storage capacity of these enterprises went up to five million tons

in 1978 while the private sector's warehouses registered a capacity of

only 2.5 milliom tonms.

With respect to the satisfaction of basic rural social and economic
needs, the public industrial enterprises offer a series of agricultural
inputs, as well as certain industrial consumer products such as tractors,
tools, equipment, implements and machinery. All of these products are
pur hased through the credit given by specialised sectorial ins.itutions,
such as "Banco Nacional de Credito Rural” (National Rural Credit Bank).

In 1971 the official banking system supplied 77.8% of credits
granted to the agriculture and cattle rising sector, while private credit-
institutions supplied the remaining 22.2%7. However in recent years the
private sector has shown a greater interest in this sector, increasing
its participation to 56.7% of the credits granted by the national
banking system to the agriculture and cattle rising sector in 1978.

Most significant contributions have also been made by "Fertilizantes
Mexicanos' (Mexican Fertilizers), which supplies fertilizers and insecticides
at prices 507 lower than those in the national market.

It is estimated that "Fertilizantes Mexicanos'" (Mexican Fertilizers)
will produce 3.7 million tons of fertilizers in 1980. These fertilizers
will be distributed among nine million hectars. Tn 1982 the installed
capacity of this enterprise will be increased to six million toms so
the country will not only be self-sufficient in these products but will
have an exportable surplus.

The country's important agro-industries are the sugar mills which

have been supported by "'Financiera Nacional Azucarera, $.A." (National
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Sugar Development Bank), a Federal Government institution of credit oriented
to satisfy financial requirements of sugar producing teasants. Credits
granted by this institution supplied employment to 110,000 peasant

families during 1978.

It may therefore be concluded that the public industrial sector has

played an important role in sustaining agricultural growth in Mexico.
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CHAPTER 10

PUBLIC INDUSTRIAL ENTERPRISES

AND TECHNOLOGICAL DEVELOPMENT

The government has created a large number of scientific organisations
to enhance technological development. These include '"Consejo Nacional
de Ciencia y Tecnologia”" (National Council for Science and Technology):
"Instituto Mexicano del Petroleo" (Mexican Oil Institute); "Institute
de Investigaciones Siderurgicas" (Siderurgical Research Institute) and
"Instituto de Investigaciones Electricas" (Electricity Research Institute).

The "Consejo Nacional de Ciencia y Tecnologia" was created ia 1970
as a decentralised organisation which operates as an agency of consultation
for all federal executive dependencies and public enterprises regarding
scientific and technological research projects.

This entity has designed several national plans for science and
technology. Moreover it has formulated and identified science and
technology priority areas.

"Instituto Mexicano del Petroleo' was created in 1965 as a decentralised
organisation of the public sector. The institute's basic activities are
the supply of technological services to "Petroleos Mexicanos' (Mexican
Petroleum Company) and to the chemical and petrochemical Industry;
research and development of new technologies, including assimilation
and improvement of already existing omnes; as well as training of the
industry's human resources.

At the present time the "Instituto Mexicano del Petroleo" (Mexican
Cil Institute) owns 90 registered trade marks which protect processes in
the refining and development of petrochemical procducts and is supplying
technology for the development of 70 basic engineering projects, among
them the building of ethylene factories. This institute has trained more

than 150,000 workers and technicians and has improved the academic level
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of professionals and researchers of "Petroleos Mexicanos"” (Mexican
Petroleum Company).

The Federal Government together with the integrated siderurgical
enterprises created the "Instituto Mexicano de Investigaciones Siderurgicas"
(Mexican Institute for Siderurgical Research) in order to accelerate
scientific research in this area, increase national production, enhance
the efficiency of technological processes and improve product quality.

The Federal Government established the "Instituto de Investigaciones
Electricas" (Electricity Research Institute) in 1979 in order to secure
the harmonious development of the electricity sector. Among the main
projects this institute is carrying out the following ones may be mentioned:

- The programme to make use of geothermic resources by means of
indigenous technology, especially in the handling of geothermic
fluids.

- A technological analysis of steam generatoirs has just started in
order to define which are the most adequate ones for the needs of

the electricity industry.

- Technological developmeut of the mining sector has been encouraged

by the studies carried out by the "Comision de Fomento Minero"

(Commission for Mining Promotion) which 1s the organisation created

by the Federal Government to assist this sector in relation to

economic, financial, commercial, industrial and project engineering
policies.

- In the laboratories of the Commission several production processes
have been improved. Among tnem are the following:

- An original process was developed for the attainment of
alumina from fine white clay.
- A process to obtain high concentration copper at a lower cost.
- The processes for the industrialisation of manganese and
silver minerals and for obtaining high purity strontium carbonate

used for colour televisicns were developed.
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Expanding the technological base requires the rational exploitation
of natural rescurces. The exploitation of non-renewable strategic natural
resources is carried out exclusively by the parastatal industrial sector,
for example, "Petroleos Mexicanos" (Mexican Petroleum Company) carries
out the exploitation, extraction, refining and commercialization of
hydrocarbon products. It is important to point out that in these
activities, the law clearly prohibits the granting of concessions and
contracts to private enterprises.

Nuclear energy exploitation also constitutes an exclusive activity
of the state which can develop it through specialised public sector
organisations such as the state enterprise "Uranio Mexicano" (Mexican
Uranium Company) and the "Instituto Nacional de Investigaciones Nucleares'
(National Institute for Nuclear Research). These entities carry out
exploitation, extraction, transformation and commercialisation of radioactive
minerals and at the present time are undertaking important investments
to obtain nucleocelectic energy in specialised plants,

Electric energy generation represents another exclusive activity
of the State. At the present time the nation has control over 99%
of the generation of electric energy, the remaining 17 is constituted
by small plants belonging to industrial enterprises which generate the
energy for their own factories.

With reference to mining activities, the participation of the
parastatal sector is also important. The state has paid special attention
to this sector of the economy and has established two specialised
entities "Comision de Fomento Minero" (Commission for Mining Promotion)
and "Consejo de Recursos Minerales" (Council for Mining Resources).

The "Comision de Fomento Minero” was created in 1934 to improve
national mining. Among its functions are the exploitation of mines,
commercialisation of minerals, lecting of equipment and granting of credits,

among many others.
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The exploitation of strategic minersls has been reserved by the
"Comision de Fcmento Minero" (Commission for Mining Promotion) for
the state participation enterprises. Raw materials for the production
of fertilizers such as potasium, suiphur and phosphate, as well as the
imputs for the siderurgical industry as iron and coal, are develoved
solely by public sector entities.

At the present time the "Comision de Fomento Minero" {Commission
for Mining Promotion) participates in several projects which include
not only the exploitation of the above-mentioned minerals, but also the
production of fluoride, iron, lead, copper and silver among others.

The "Consejo de Recursos Minerales" (Council for Mining Resources)
is the entity of the public sector which acts as a consulting crganisation
of the Federal Government on gquestions of exploration, exploitation and
conservation of mining resources.

The exploration works carried out by the "Consejo de Recursos
Minerales" (Council for Mining Resources) led the detection of important
new deposits of iron. Deposits of carbon convertible to coke and of
anthracite carbon for 200 million tons were also located. Reserves of
803 million tons of dolomite were cubed and a rich depcsit of phosphoric
rock were discovered. The parastatal sector has thus made a significant
contribution to natural resource development and to the expansion of

the Mexican economy's technological infrastructure.
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CHAPTER 11

FOREIGN INVESTMENT AND INTERNATTONAL CO-OPERATION

In 1973 there were 19 public enterprises with foreign investment
participation. In 1978 there ware 50 parastatal entities holding joint
investments with foreign companies. This demonstrates an increasing
interest of foreign investors in carrying out projects with the public
sector entites. Foreign participation in the parastatal sector
rose to US dollars 87 million in 1978. American enterprises contributed
62.5% of the joint investments with the public sector. Canadian enterprises
are second in importance with a participation of 12.9% of the total.

The rest of the Joint investments were carried out mainly with Japanese,
British and French enterprises.

Almost 1alf of the foreign capital in public joint ventures is
concentrated in the mining sector. Important Jjoint investments are held
with American and Canadian enterprises. The main project is the
"Compania Minera de Cananea, S.A." (Cananea's Mining Company) where
foreign investment participates with 48% of share capital, equivalent
to more than US $25. Its production capacity is estimated in
more than 70,000 tons per year of blister copper.

This mining company was mexicanised in 1971 when the following
state holdings acquired shares: "Comision de Fomento Minero” (Commission
for Mining Promotion) and "Nacional Financiera, S.A." (National
Development Bank), At the same time shares were granted to the firm's
employees and workers and to a great number of narional shareholders.

From 1971 onwards the enterprise has taken care that the mexicanisation
was not orly reflected in the social capital structure but also in its

administrative, operational and technical management.
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Another joint venture in the mining sector is "Compania Cuprifera
La Verde, S.A." ("La Verde" Copper Company) where Canadian investment
shares 47% of the social capital, equivalent to US $7.8 million.

This company aims at a production level of 35,000 tons of metallic
copver. A foundry and a refinery will be built later.

State enterprises in the transport equipment manufacturing branch
account for 13.7% of the total foreign investment in the parastatal
sector. The main partuer enterprises are of American origin and supply
technology for the manufacture of cars, engines and tractors.

The chemical and petrochemical industry has a participation rate
of 11.7% of foreign capital. 1In this sector foreign capital is less
concentrated since, in addition to American enterprises, there are
Canadian, Swiss and French enterprises.

"Nacional Financiera, S.A." is also in partnership with foreign
investment to carry out new projects.

These projects include:

(a) '"Manufacturera de Ciguefiales de Mexico, S.A." (Crankshaft Manufacturer

of Mexico). This enterprise will manufacture crankshafts for cars'
and trucks' gasoline engines. Subsequently it will enlarge its
production line to diesel engines. 1In its first stage the plant
will have a capacity of 150,000 crankshafts per year and during

the first years of operation will generate foreign currency savings
for 2,183 million pesos.

(b) "Interruptores de Mexico, S.A." (Mexican Switches Company). This
plant will have a capacity of 414 high voltage switches. German
capital will contribute 33% of the investment. The technology
adopted 18 the most advanced one in this field and wiil be provided
by the enterprise "SIEMENS" which will not collect voyalties upon

sales. Subsequently switches will be exported to the United States
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and Latin America using the brand "SIEMENS". The state enterprise
"Comision Federal de Electricidad" (Federal Electricity Commissicn)
will be the main customer of this enterprise which will supply up

to 75% of the national market's requirements. During the first

years of operation it will generat:z foreign currency savings of

3,000 million pesos.

"Telettra Industrial, S.A.". This enterprise is designed to manufacture

telecommunication and remote control equipment. Foreign investment

paéticipates with L9% of the total capital and is contributed by the
Italian enterprise "Telettra Laboratori de Telefonia Elettronica e
Radio” which will provide the technology and will collect royalties
equivalent to 1.2% over net sales of microvave equipment. The main
customers will be the followirtg state enterprises: "Telefonos de
Mexico, S.A."" {Mexican Telephonic Company), "Comision Federal de
Electricidad" (Federal Electricity Commission) and the "Secretaria de
Communicaciones y Transportes” (Communication and Transport Ministry).
The remaining production will be exported at competitive prices to the
international market generating foreign currency savings of 318
million pesos during the first years of operation.
The parastatal industrial sector has tried to enlarge co-operation
with public enterprises of other countries, both from the Latin American
region and from outside it. Main projJects in this field include:
(i) oi1

The recent agreements between the state enterprises "PEMEX"
(Mexican Petroleum Companu) and "CAMPSA" from Spain, to carry out joint
investments in the petrcchemical field is of particular importance.
"PEMEX" will invest US $34 million in the enterprise "Petroleos del

Norte Espanol" (Northern Spair Petroleum Company), equivalent to 15%
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of its social capital with the option to enlarge its participation to 30Z.
"PI"MEX" will have the right to participate in the Board of Directors
of the Spanish enterprise.

This joint investment will represent advantages for both countries
since Mexico and Spain will enter the European Market for petroleum
derivative products. "PEMEX" will guarantee the supply of raw material
to the Spanish enterprise which has a capacity of nine million tons per
year and will be enlarged to reach 14 million tons. On the other hand
this enterprise will employ several Mexican technological processes to
increase its productivity.

(ii) Fertilizers

The state enterprise 'Fertilizantes Mexicanos, S.A." (Mexican
Fertilizers Company) has started a joint investment programme with Central
American countries, having acquired part of the shares of "Fertica, S.A."
(Central American Fertilizers Company), an enterprise based in the
Republic of Panama and with subsidiaries ir Costa Rica, El Salvador,
Nicaragua and Guatemala. In 1969 "Fertilizantes Mexicanos, S.A." acquired
the total shares of this enterprise, however, the present Administration
has decided to return to the Central American countries their respective
sheres.

Mexico also participates in the 'Naviera Multinacional del Caribe
(NAMUCAR)" (Carribean Multinational Shipping Company) which was formed
in 1975 in Costa Rica with contributions from Colombia, Cuba, Jamaica,
Mexico, Nicaragua, Panama and Venezuela. This enterprise started
operations with a capital of US $30 million. Each country has rights
to the same benz2fits and has equal obligations.

The enterprise "Multinacional Latinoamericana de Comercializacion
de Fertilizantes, S.A. (MULTIFERT)" (Latin American Multinational for
the Commercialization of Fertilizers) is another joint public sector

venture which started operating in January 1980 with the co-operation of
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Cuba, El Salvador, Guatemala, Mexico, Peru and Venezuela. The firm's
capital is US $3.7 million. It is hoped to expand cwnership to 11
countries.

Other public sector Jjoint ventures leading to the establishment of
Latin American multirationals is also planned. Mexico is an enthusiastic
supporter of most of the projects.

The Mexican varastatal sector has sought association with both
public and private foreign capital. So far the full potential of such
co-operaticn has not been realised, but there is an acute awareness that
it can play an important part in Mexico's technological development as

other manufactured goods markets.
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PART FIVE: CONCLUSIONS

The main conclusions of this study may be summarised as follows:

(1)

(2)

(3)

The role played by public incustrial enterprises in the Mexican

economy is of vital importance fo the country's economic and social
development. Their importance has been constantly increasing. They
have been growing rapidly and the role of the state as an economic
manager is assuming greater significance.

Public industrial enterprises are located in the dynamic and strategic
branches of the Mexican economy such as: extractive industry, oil,
basic petrochemistry, electricity, fertilizers, siderurgy, agricultural
and cattle industry. Nine general objectives largely explain the
creation of public industrial enterprises. These are tc protect
national sovereignty; to supply basic inputs for industrial development
at reduced prices; to promote the development of capital goods

industry and to push forward in the process of imports substitution;
to promote regional development and industrial decentralization;

to improve the standard of living of the rural sectors through the
rational exploitation of natural resources and the creation of jobs;

to protect the acquisitive power of the population with scarce
resources offering them basic food at lower prices; to rehabilitate
private enterprises which are poorly administered and in bankrupctey;

to improve the country's trade balance and to promote scientific

and technological development.

The administrative reform procass, pays special attention to the
parastatal industrial sector and seeks to influence public enterprises
policy in order to achieve higher productivity levels, an efficient
administration of their material and financial resources and to

generate enough income to cover current expenses of operation,
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improve self-finance and reduce the growth of the parastatal industrial
sector's external debt.

The relations between the parastatal industrial sector and the private
sector can generally be described as harmonious. It is the Government's
concern to define the character of these relations.

A considerable proportion of state enterprises vere created in order
to solve economic problems not adequately tackled by the private

sector in stiategic branches and sectors. Frequently state enterprises
participate in activities to assist the private sector. The state
acquires enterprises which face a difficult financial situation to
protect employment. From the juridic point of view there is no law
limiting the parastatal sector's participation to determined

gsectors of the economy; however, some strategic activities are
exclusively reserved to the state such as oil exploitation and basic
petrochenicals; radio-active minerals exploitation and generation of
nuclear energy; exploitation of iron, carbon sulphur, phosphorous

and potasium deposits; generation and distribution of electricity;
railways and telgraphic and radio telegraphic communications.

Public industrial enterprises employ a large number of workers.

The creation of new Jobs has been higher in the parastatal industrial
sector than in the private sector; however, the unemployment and
underemnloyment problem has not been solved in Mexico. The

parastatal enterprises employ in many cases capital intensive
technology for production.

The state sector reduces private sector economic concentration

and disciplines and vegulates transnational investment activity.

They enhance national negotiation capacity vis-a-vis transnational

enterprises. Mexico has been very careful in its Joint venture

o L o P L o
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investment volicy with transnational enterprises, it has only
sought the collaboration when it has been imperative for the

public industrial enterprise to be associa}ed with a transnational
enterprise.

The Mexican parastatal industrial se:tor is quite diversified

and there are parastatal industrial entities in almost all branches
of industrial production. Some of these entities constitute state
monopolies such as "PEMEX" which has control over c¢il and the whole
complex of basic petrochemistry; "FERTT EX" controlling the

whole complex of fertilizers; "Comision Federzl de Electricidagd"
controlling the generation and distribution of electricity. At

the same time there are some holdings such as "Comision de Fomento
Minero" which groups the state mining enterprises, "SIDERMEX" which
constitutes the holding for the steel procduction plants and "Productos
Pesquerus Mexicanos"” which witn 15 state enterprises carries out
the fishing, processing and commercialisation of diverse marine
srecies for human ccmsumption and industrial use. These different
types of parastatal organisations have a distinctive role %o

play in sustaining Mexican industrial development.




TABLE Al

QROSS PRODUCTION DY RRANCI! OF INDUSTRY: PUBLIC AND PRIVATE

thousand pceos
( 1y 7 gc )
Total Private Parttcipation Public Participation
CONCEBPT Enterprisca % Enterprises %
*Total industry S60 076 119 426 249 893 76,1 133 826 226 21,9

Extractive Industirics 11 961 636 A 503 590 7.6 3 398 On6 28,4
Extraction and Yleld of Mineral Ooal and Guphlte 798 713 RS V2 YL iRl 78.T
Extraction and Yield of Metallic Mincrals 8 035 178 6 348 350 79.0 1687 028 21,0
Extraction of Non-Metallic Minerals, excluding Salt 2 807 794 1723 352 61.4 1084 442 38,6
Expluitation of Salt 319771 317 244 99.8 2527 0.8

Manufacwure Industrics 461 186 568 417 686 30) 20,6 43 500 265 9.4
Manufacture of Food 183 Y RYA YV 9% 538 "B,
Manufocture of Beverages 26 148 857 26 136 573 99.8 52 284 0.2
Aanufacture of Tobacco Products 6 445370 4322 434 67.1 2122936 32,9
Textlle Industry 29 351 002 26 878 227 91,6 2472775 8.4 )
Manufacture of Clothes 12 007 990 11 8238 012 98,6 169 978 1,4 o
Manufacture of Shoes and Leather 6 447 252 6 447 252 100,0 - - N
Manutacwure of Wood and Cork Producte 4 803 287 4 222 805 87.9 580 482 12,1 )
Manufaciure and Reparation of Furniture and Acceesories 4 152 145 4 140 788 99.7 11 357 0.3
Paper Industry 16 043 644 14 772 852 92.1 1 270 792 7.9
Publishing, Priting and Connected Induetries 10111 742 10 035 8% 99.3 75 876 0.7.
Chemical Industry . 60 502 165 56 862 401 94.0 3639 764 6.0
Refinement of Petroleum and Mineral Coal ¢/ 3'458 665 3 205 255 92,7 .253 420 7.3
Manufacture of Plastic and Rubber Products 15 526 861 15 526 861 100,0 - -
Manufacture of Non-Metalllic Mineral Products 20 087 285 19 370 998 86.4 716 387 3.6
Raslc Metals Industries 46 689 439 . 33 326 393 1.4 13 363 046 © 28,6
Aanufacture of Mctallic Products 25 263 453 23 677 824 93,7 1 585 629 6.3
Manafacture, Asscmbly and Reparation of Machinery, ) ) .
Equipment and Spare Parts, excluding Elecirical 18 063 437 17. 736 354 98,2 327 043 1.8
Manulacture and Assembly of Machinery, Equipment,.
Apparatus, Accessory and Electrical and Electronical 35799791 1295521
Anicles and Spare Parts 23 038 106 - 22 049 667 ° 95.7 988 439 4.3
Construction, Reconstruction nnd Assembly of Transport .
Equipment and Spare Parts 42 618 160 33 958 190 79.7 8 659 970 20.3
Other Manufacture Industries 5 481 293 S 439 692 29.2 41 601 0.8

Petrolcunt and its Derivates AXPLELL = . 6559751 .

s/ Includces Yleld of Mineral Ferrle °
b/ FExcluding lron Mineral

¢/ Excluding PEMEX

g/ Public and Private Pardcipa

SOURCE: Censo lnduurlnl 1965 1970, 1975, Secretarfa de ngrmmcldn y Preaupuesto.



TABLE A2

GROSS DOMESTIC PRODUCT PUBLIC AND PRIVATE
{million peavus -at current prices)

™~ - ~ YT ' TY /S :

CONCEBPT Total Private Darticlpation Publlc Varticlpatlon  “Total Private Participation  Public Pariiclpation

: . % o )

Gross Domestic Produc. $12300 4274701 83,4 §4A29  16.6 - 988300  BOABI4  BL4 183486 18.6
Primary Secter 52888 ° 52722 99.7 163 0.3 99 527 99 636 69,71 291 0.3

Agriculture and Liveatock B O WE T WX BT B T BE OTOI0 0.2

Forestry 1925 1 867 97.0 S8 3.0 3 189 3093 97.0 9% 3,0

Fishing 1084 1081 99,7 3 0.3 1 800 1798 ° 99,7 S 0.3 '
Secondary Sector 133 621 . 153 050 88.2 20 571 11.8 - 3431613 296 257 86,2 47 356 13.8 8

Mintng 5593 5 36b 55,3 207 3.7 To 70T BGGE B0 7033 5.0 \

Petrolcuin, Petrochemical end . . . '

derivates of minerul coal 14873 S 192 34,9 9 681 65.1 31304 10925 34.9 20 379 65.1

Manufacturing 118 593 113 854 96.0 473 4.0 227 147 211523 93.1 15 624 6.9

Construction 27 308 27 087 99.2 221 0.8 63 290 62 784 99.2 $06 0.8

Electrizlty 7 254 153 2.1 572 78.9 11171 2357 21,1 8814 78.9
Terciary Soclor 292 158 228 063 78.1 . 64 095 21.9 535 683 419 B46 75.6 133 819 24.4

Commerce 7Ty 1 95.7 7 054 1.3 2WEHY YL Kk 5.2 ™in %8

Coinmunicatlons and

Transports 14 554 9 249 63,5 S 305 36.5 29 013 18 423 63.5 10 590 36,3

Government 35573 - - 33 573 100.0 a5 053 - L. 85 055 100.0

Other Scervices 94 001 77 898 82.8 16 163 12,2 153 368 126 986 82,8 26 382 17.2
Agrecments by bank services -6364 -6364 00,0 ___ - - -10 928 10923 100.0 - -

- -~

SOURCE: Banco de México., S.A,, Informe Anual de 1973 y 1976,
Preliminary draft of the national report of Mexlco {n connection with the participation
in the International research project coordinating by ICPE,
Aprlii, 1979,
villarreal René, Las empresas piblicas como instrumento de polftica econémica de México,
“Fl Tdmestre Econémico®, Vol, XLv No. 178, abril-junto, 1978,



COMPOSITION AND GROW T RATES OF GROSS DOMESTIC PRODUCT; PULLIC AND PRIVATE

TABLE A3

- percentages-

coNCRPT

COMTOSTITION

1732
Privaio

Crowth Taics
) §
Publlc atn rivate  Public

“Total Public Total
Gross Domeetic Praduct 100.Q 100,Q 100.0 1000 24,3 29,3
Prim“"y SGCKD" 10.3 1253." ) 0.3 lo;l 2‘106 2‘03
Agriculture and Livestock 9.1 11,6 0.1 9.6 A 2.0
Forestry ' 0.4 0.4 0.1 0.3 18,3 18,3
Fishing 0,2 0.3 . 0,2 18.4 18,6
Secondary Sector 33,9 35,8. 24,2 34.8 25.8 25,6 32,0
Mining 1.1 1.3 0.2 1.1 1.1 24,1 114.2
Petroleum, Petrochemlcal and , :

derivates of mineral coal 2,9 1,2 1.4 3,2 3 1.1 28.2 28,2
Manulacturing . 23,2 20,6 S.6 23,0 3 8.5 24,2 48,8
Const.uction 5.3 6.3 0.3 6.4 a8 0.3 32,3 .31.8
Electricity 1.4 0.4 6.7 1.1 3 4.8 15.5 15.5

Terciary Sector 57.0 834  75.6. 56,2 52,2 74,0 23,9 28.4
Commerce 28.9 33.0 8.3 29,2 .1 7.3 24.9 25.1
Comuaiunications and-

Transports 2.8 2,2 . 6.3 2.9 2,3 5.8 28,9 25.9
Government 6.9 . 41.9 8.6 - 46,8 33,7 33,7
Other Services 18.4 18,2 - 19.1 15,3 15,8 4.4 17.7 1.7

Agreements by bank servicee - L2 - .3 - 1.1 o - 19,7 -

—

8/ Rate of annual average growth

SOURCE: Banco de Mexico, Informe anual 1972, 1975,



VALUE ADDED BY BRANCH OF INDUSTRY't PUBLIC AND PRIVATE
({tnousand pesos)

TABLE Ak

Electrical Energy
Petrolcum and its Derivates

15 563 428
40217157

197§
.C o NCEPT Total Private Particlpation Partictpation
Lot Enterprises % %
Total Industry 251 436 479 176 614 787 70.2 29,8
Ertractive lndusiride 7 333 978 $ 22% (M4 7.2 28,8
Extraction and Yleld of Mineral Coal and Graphite RIT46 T89S 30,7 70,0
Extrastion and Yield of Metalllc Minerals S 006 907 3941 909 78,7 21,3
Exteaction of Non-Metallic Minerals, excluding Salt 1747 116 973 522 35,7 44.3
Expluitation of Salt : 196 809 194 718 98,9 1.1
Mznufacture industrics 188 321 924 171 389 743 91.0 9.0
. Manufacture of Food 42488 TI7I059°8R0 . 10,3
Manufaciure of Deverages 14 697 /69 14 681 103 9.9 0.1
Manufacture of Tobacco Products 4 045 377 3 102 860 76.7 23,3
Textile Industry . 12 828 159 11 412 204 91.: 8,9
Manufacrure of Clothes 4737729 4 655 198 98.3 1.7
Manufacture of Shoes ani Leather ] gggg ;:; ';‘g?g ﬂé lgg.g " .l
Manulacture of \vood and Cork Products . 20 7. WL . .
Manufacture and Reparat.on of Furulture and Azcessories 1720527 1713 185 99,6 0.4
Papsr Industry 5 887 571 $373 S70 91.3 8,7
Publishing, Priting and Connected Industries 4928 272 4 871 917 98.9 11
Chernical Industry 25 B8RS 163 24 560 171 94.9 5.1
Relinement of Petroleum and Mineral Coalc/ 1193 383 1 071 353 89.8 10,2
Manufacture of Plastc and Rubber Products 7 382 364 7 382 364 100. 0 -
Manufacture of Non-Metallic Minerel Products 10 070 263 9 599 857 95,3 4.7
Rasic Metals Industrics 15 934 971 11 293 549 70,9 2,1
Manufacture of Mctallic Products 1] 684 028 10 762 677 92,1 7.9
Manufacture, Assembly and Reparatlon of Machinery,
Equipment and Spare Parts, excluding Electrical 9 600 892 9 456 104 98,3 1.8
Manulacture and Assembly of Machinery, Equlpment,
Apparatus, Accessory and Electrical and Electronical
A‘:“[Plclm and Sp. e Payrls ¢ ll 675 4% ll 26! 639 96.5 31 S
Co uon,
Eourment and Spate Parey T o Assombly of Transport 13852849 10602 389 76,8 23.3
Other Manulacwure Incustries | 2914 381 2 886 125 99.0 1.0
- - 100, 0

Includes Yield of mincral ferric
b/ Excluling tron Mlnerll

Excluthg PEM
?{I Public ;'A‘u !rlvme Particlpation

* SOURCE: Cenaso Industrial 1965, 1970, 1973, Sccretarfa de Programacién y Presupesto,

-S6_



GROSS FIXED INVESTMENT BY GRANCH OF INDUSTRY:

TABLE A5

{Thousand pesos)
19

PUBLIC AND PRIVATE

.

- Totel Private Particlpation Public Parucipation
CONCPPI Enteaprisca % Enterprises
Toial lndusiry 33 701 &77 19 071 431 33,4 16 630 246 46.6
_— === —— === =
Extraciive indusiries 1 508 592 911 782 60.6 593 810 39.4
Exiraction and Yield of Mineral Coal and. Grapilte 5.7 T 37T
Extraction and Yield of Metallic Minerale 1 121 801 723 023 64,8 398 778 3.8
Extraction of Non-Metailic Minerals, excluding Salt 218 2%6 175 356 71.6 62 900 26, 4
Explattation of Salt 5 202 $ 101 98.1 101 1.9
Manufacture Industries . 22 262 900 18. 159 649 8l.6 4 103 251 18,4
Manufacture of Food "3"2’9’1'15‘6 5 6.2 -1 U! 114 ki)
Manufaciure of Beverages 891 011 889 887 99.9 124 0.1
Manufzcture of Tobacco Products 51 852 25 978 S0, 1 25 874 49.9
Tex:ile Industry 1 252 QRO 1 131 537 90.4 120 343 9.6
Manufacture of Clothes 212 695 211 498 99.4 1200 0,6
Manufactire of Shoes and Leather 185 590 © 185 590 100.0 - -
Manufact it e of Wood and Cnrk Producta 239 175 185 502 64.1 403 673 3.9
Manufaciure and Reparauon of Furniture and Accssories 111 176 . 110 562 99.4 614 0.6
Faper Indus:iry 1 011 665 A46 872 83.7 164 793 16.3
Publishing., Priting dnd Connected Induatries 358 695 349 350 97.4 9 345 2,6
Chemical Industry 3 799 324 3 731 188 98.2 68 136 1.8
Refincment of Petroleum and Mineral Qoal o/ 184 303 184 271 18,0 22 -
Mamnufacture of Plasic and Rubber Products 953 738 953 738 100.0 . - -
Manufacture of Non-Metalllc Mineral Pmducll 2 R87 159 1 58S 828 $4.9 1 301 331 45.1
Rasic Metals Industries, 2 583 974 1 895 861 73.4 688 113 26.6
Manufacture of Metal'le Products 1 034 997 959 438 92.7 75 559 7.3
Manufacture, Assembly and Reparation of Machinery,
Equipment and Spare Parts, excluding Electricul 778 473 676 423 86.9 102 050 13.1
Manufacture and Assembly of Machtnery, Equipment,
Apparatus, Accessoty and Electrical and Electronical .
Arulcles and Spare Parts 660 762 632 214 95, 28 548 4.3
Qonstructlon, Reconstructon and Assembly of Tranaport :
Equipment and Spare Pants 1 524 354 1223 115 80.2 301 239 19.8
Ocher Manufacture Industrics 200 421 201 532 100.6 -1 -0.6
Elecirical Energy 4 239 944 - - 4 239 944 100,0
Petroleum and {8 Derivates - - 7 O3 W 00,0

s/ Excluaing PEMEX

,SOURCF: Censo lnduurul 1970, 1975 , Secretarfa da Programaclon y Presupuesto.

_90_
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TABLE A6

INVESTMENTS OF THE PURLIC AND PRIVATE SECTORS
( IN MILLON DOLLARS )

’

P RLILC I NYERSTMENTS PRIVATE INVEBESTMENTS
TOTAL FEDERAL PUW.IC
YEARS  INVESTMENTS  TOTAL 4 COVERNMENT ENTERPRISES D TOTAL b4 NATIONAL . % FOREIGN %
(1=245) (2=4+ 6)  (3=2/1) (1) (5=4/1) (0) . (7%671)  (8=10+12) (9°8/1) (10) (u=lyny 02 (1w
19:) 5 §20.6 2 108.8 36,2 780.2 12.4 1324.5 22,8 3NLE 6.8 3516,0 60.4 1958 3.4
1970 6 552.3 23383 35.5 B4.5 13.3 1 463.8 22,2 4251.0  64.5 4050,3 61,5 200.7 3.0
1071 6 533.2 1793.2 . 21,5 ° 742,0 1.4 10s1,2 16,1 47400 72,6 4543.9 69.6 96,1 3,0 !
1972 7.850.3 20666,0  34.1 1 245.7 “13.9 1420, ° 18,1 851638 66,0 . 49743 63.6 189.3 2.4 3
i3 10120.1 3990,2  39.4 1724.3 10 22689 . 224 6129.9 60,6 58430 s7.8 26,9 2.8
1934 13 899, 1 $189,5  3%.3 1985.6  14.3 3 203.9 23,0 87096 62,7 83474 60,1 12,2 2.6
1975 o/ 17 750.2 76675 43,2 25400 - 14,3 $127,8 28.9 100827 - $56.8 9787.7 55,1 2050 1.7
19701/ 17 450.1 70325 403 22688 13,0 4763.7 . 2.8  10412.6 59,7 10'118, S $8.0 209,1 1,7
1577 &/ 150307 6205,0 41,3 2016.5 ' 13.6 4158.5 21,7 88267 587 8 499.4 6.3 32,3 2.2
1978 drpy  20867.9 - 94795  45.4 s1t6 15.0 63519 30,4  11388.4> 546 - 110948 o osna2 - 293.6. 1.4

e

a’ Unoil 1923 the parlyy was 12,490 peses per dollar
Fs b parlty was 13,444 peses per dollar

¢/ T parity was 22,579 pescs per dollar

&/ The parlty was 22,767 pesos par dolla
%Prc!lmlnary data :

SOURCE: BANCO DE MEXICOS. A,
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TABLE A

GROWTH RATES OF OROSS FIXED CAPITAL FORMATION FOR TIIE ECONOMY AS A WHOLE AND FOR
T MANUFACTURING SECTOR! PUBLIC AND PRIVATE 8/

spercentagus -
Y 197571970 ' 197R/1973 _
: . . Total Frivate Tbllc” Total rivaie "TURIIT
Sector _Sccior b/ Scctor Sccior b/
Toul X} S U L8 83
Agriculuure 9.6 9.6 - 0.5 0.3 -
Livestock 9.1 2.1 — * 1.7 <11 =
Flshing 9.3 9.8 — 22 2.2 =
Industry 14.0 5.8 23, L8 -3 8.0
Minthg : 15.2 12,2 1.4 14.2 11,7 27.4
Manufacture Industries - 335" TL? -19.9” BT -T7.8~
~ Manutacture of Food 8.0 6.0" T 133 -T87 -1
Manufacture of Reverages - 4.1 <41 . 7.8 7.5 -
Manulacture ol Tobacco Protucta 4.3 4.3 - - - -
Textile Industry - 0.3 0.5 ~10.9 A8 2.4 4.0 |
Manufacture of Clothes, Shova and Leather 5.6 . 5.6 - - 8.0 - 8.0 - o
Manutaciure of Wood and Curk Products 6.1 0.1 206, 9 - 24 - 1.4 - 5.7 ®
Niper Industry 8.0 5.2 7.4 0.6 -12.5 40.2 ‘
fublishing and Conunected lndustrles 0.9 0.9 .. -18.0 -18.0 -
Chemleal industry 12,4 11,7 28.3 - 1.0 . v =10,5 7.7
Manufacture of PMastic and Nubber Products - 3.8 -3.8 - 2.8 ‘2.8 -
. Manutacture of Nan-Metalic Mineral Products 16.0 16.0 . . 6.9 - 6.9 -
Baslc Actals Indusirics 12.8 -12. 4 23.9 -3.12 -26.8 -35.9
Manulacture of Metaliz Products - 4.4 - 4.4 . 16.3 .16, -
Manufaciure, Asscmbly of Machinery, fquipment . ¢
and Spare Parts excluding Electrical 16.3 12.0 66.1 - 1.7 - 12 -61,2
Manufacture and Assembly of Machinery Bquipment
Apparatus, Accesory and Clectrical and Elcctrontcal
Articles and Spare Parts - 44 - 4.6 . - 8,0 - 9.0 56.58
Cunstruction, Reconstructlon and Asseinbly of .
Transport Lquipment and Spare Pars 24,9 3.4 100.0 28,7 - 8.1 -41.8
Cther Manufacture industrice 6.2 6.2 . -32,2 -32,2 -
Flectiical Energy 16, 1 . 18,1 C 10,2 . -10.2
Peiroleumn and lis Derlvates p LW - 28,5 s LT s
Construction 3.8 3.3 S ' 263 i
Recreation 1.0. 1.8 - 42,3 42,8 .
{ Transport and Comunicstion 4.9 11.0 8.6 - 1.4 - 2.1 - 0.4
Commerce 6.6 7.3 3.8 -12, = 7.5 -66,0
Services 6.7 6.7 - K 8.4 16. |

Ej Rate of annual average growth .-
B/ Fxcluding Federa! Government '
SOURCE: Secretarfa de Patrhinonlo y Fomenlo Industrial

.




TABLE A8

LBVPLS or EMPLOYMENT BY BRANCH OF INDUSTRY:

PUBLIC AND PRIVATE b/

( N*of Workers )
1975
Total Private Partcipation Public Panticipation
Enterprises % Enterprises %
Tot) Industry 1 954 872 1 673 861 85.6 281 014 14.4
Extractive Industries . §6 109 40 910 72,9 13 199 27,1
Extraction and Yield of Mineral Ooal and ‘Graphlte T ‘ w2 758
Extraction and Yield of Metallc Minerals .. 35 690 27 627 17,4 8 0063 22,6
Extraction of Non-Metallic Minerals, exclud!ng Salt 11 830 9 711 2.1 2119 17.9
Eaplaation of Salt 2 099 2 004 95.5 95 4.5
-Manufacture Industries 1 760 622 1 632 951 . 92.7 127 671 2.3
Manutaciere of Food 98 70T 8 § T 677 7.9
Manufacture of Beverages 82 913 82 496 99.5 417 0.5
Manufacture of Tobacco Products 8 005 - 3 662 45.8 4 341 54.2
Textile Industry 148 S00 . 135 192 91.0 13 308 9.0
Manufaciure of Clothes 9§ 559 94 593 99.0 966 1.0
Manufacture of Shoes and Leather 49 537 49 537 100.0 - -
Manufacture of Vood and Oork Products 44 706 38 551 86.2 6 155 13.8
A anufacture and Reparation of Fumniture and Accessories 33 555 33 185 98.9 370 1.1
P.per Industry 41 47 a8 371 92,6 3 046 2.4
Publishing, Priting and Connected Industries 53 410 52 71 98.8 639 1.2
Chemical tndustry 138 213 130 782 94.6 7 431 S.4
Refinemeni of Petroleum and Mineral Ooalc/ .5 633 S 348 94.9 285 5.1
Manufacture of Plastic and Rubber Products 58 712 58 712 100,0 - - -
Manufacture of Non-Metallic AMineral Products ip2 921 100 795 97.9 2126 2.1
lasic Metals Industries 82 024 59 012 71.9 23 014 28.1 |
Manufacture of Metallic Products 133 542 128 298 96.1 5 244 3.9
Manufacture, Assembly and Reparation of Machinery,’
Equipment and Spare Parts, excluding Electrical 83 960 82 661 93.5 1299 1.5
Manufacture and Assembly of Machinery, Equipment,
Apparaws, Accessory and Electrical and Eisctronicel ' ) i
Articics and Spare Parts 117 223 112 900 96.3 - 4 323 3.7
Construction, Reconstruction and Assembly of Tranaport . )
Equipment ond Spare Pans 115°031 93 175 81.0 21 856 19.0
Other Manufacture Industrles 36 063 35 889 99.3 174 0.5
Electrical Fnergy __ 51 358 - . - 51 358 ~loo.n
Petrolcum and its Cerlvates ~ 86 783 - = 86 783 100,0

Lmplovment umll une 30
Employment unti! Secember 31
Excluding PEMEX

_/ Includes Yield of Minersl Ferric

r/ Excluding Iron Mineral

/ ablic and Private Participatton

BOURCE: Censo Industrial 1965, 1970 y 1975 Secretarfa de ngrnmacldn y Presupuesto




TABLE A9

CROWT RATES OF EMPLOYMENT 0Y BRANCHES OF INDUSTRY: PUBLIC AND PRIVATE o/

(Percentages)
Total Private 70/1965 Public Total Private 1975/1970 Public
. Sector Sector Sector Seclor
Towl Incustry 3. ¢ 2.9 7.8 1.7 1.2 5.3
== — = — ==
Extcactive Industries -1.2 -2,2 4.6 -2, -3, .
Extroct'on and Yleld of [Ynecral Coal and Graphite .‘[6'_'; S UNY -1970 m,s "['6.5,0 3";72
Extraction and Yleld of Metallic Minerals 0.3 -1,2 9.2 -3.7 -4.6 0.1
Extraction of Non-Metallic Minerals, excludlng Salt - -1.5 - -2.5% -4.8 16. 4
Expldation of Salt 4.1 3.8 - -10.8 -11.4 16.6
Manufaciure Industrics 3.4 3,1 1.4 1.8 1.5 8.1
Manufacture of Food 7.8 Z.3 N 0.6 U1 8.7
Manufacture of Beverages 6.9 6.8 - 1.8 1.8 0.3
Manufacture of Tobacco Products 7.4 7.4 - 9.2 -22.3 -
Textile lndustry -1,3° -1.3 0.2 -1.4 -2.1 8.7
Manufacture of Clothes 4.7 4.7 4.2 0.9 1.0 -0.7
Manufacture of Shoes and Leather 1.1 1.2 -27.5 ©-0,1 -0.1 -
Manufacture of \Wéod and Cork Products -0.9 1.4 7.7 0.6 -1.0 16.%
Manufacture and Reparadon of Furnlture and Accessories 12.9 12.9 © - -0.4 -0.6 -
Paper lindustry 5.7 5.6 7.9 0.3 -2,1 9.4
Publishing, Pritlng and Connected industries 3.6 3.4 15.9 -2.0 -1.8 -15.3
Chemlcal Industry 6.9 6.5 16.2 “2,0 -2,2 2.0
Refinement of Petroleum and Mineral Coal b/ 14.8 il.l 118,53 1.1 3.5 -19.6
Manufacture of Plastic rnd Rubber Products S5.6 5.6 - 19.7 19.7 -
Manufacture of Non-Metalllc Mmeral Products 4.0 2,9 62.2 1.8 2.6 -17.8
Basic Metals Industrles 7.5 7.3 8.1 2,2 1.4 4.5
Manuiacture of Metallic Products 3.6 3.3 - 1.2 0.8 2.6
Manufacture, Assembly and Reparation of Machinery,
Equipment and Spare Pares, excluding Electrical 7.2 7.9 -26,7 10.3 10.0 36.0
Manufacture and Assembly of Machinery, £quipment,
Apparatus, Accessory and Electrical and Electronical-
Anticles and Spare Farts 4.2 4,2 - 3.9 3.2 -
Construction, Reconstruction and Assembly of Transport
Equipment and Spare Parts -1.7 -4.3 23.9 *9.2 8.7 1.7
Oth~r Manufacture industrles 3.1 3.1 b A2 4.1 T
Electrical Encrgy 6.2 —_— 6.2 9.6 _—— 0.6
Petrolcum and tis Derlvates __._5'5 — 20 ...._l‘[ —_— __-l___f

a/ Rate of annual average growth
Excluding PEMEX

SOURCE: Censo lndustrial l965. 1970, 1975, Secretarfa e Programacion y Preaupuesto,

= 00T -



TABLE AlO

NATIONAL AND EXTERNAL MAJOR ACQUISITIONS GF PUBLIC SECTOR a/v/ '
(milllon pesos)

1979

CONCEPT TOTAL Participation National Participation External ¢/ Partlcipation

_% % %
TOTAL 219 435 100.0 133 372 100.0 86 063 100.0
Livesiack 551 0.3 355 0.3 196 0.2
Animals Producta 922 0.4 417 0.3 505 0.6
Vegerables Pmducts : . 35 514 16.6 19 254 14.5 17 230 10.0
Food l'resh , :emlclnboute and
elaborates Including Beverages 12 714 5.8 9 894 7.4 2 820 3.3
AMinerals . 4 077 1.9 2 94 2,2 1 143 1.3
Fuel, Lubricant andthetrAditives 9 887 4.5 8 491 6.4 1 396 1.6
Substances and Chemical products - 17 555 8.0 13 586 10.2 3 969 4.6
Rubber and its products 862 0.4 819 0.6 43 -
Lecatner, Skin and their manufacturing 31 - k3 - - - !
Wood, Corck andtheirproducts (cxcludlng Fumllure) 1 635 0.7 1 631 1,2 4 - =
Cellilase, Paper, Pasteboard and it's manufacturing 4 105 1.9 1 698 1.3 2 407 2.8 S
Printing, Forms, Dooks and Publishing 1007 0.5 945 0.7 . 62 0.1
Textilce and products elaborate with Texilles 2 570 1.2 2 555 1.9 15 - !
A\lnerals products; Nen-Metallle 10 878 5.0 6 422 5.1 4 056 4.7
Giass, Crystal and it's manufacturing 394 0.2 374 0.3 20 .
Usual Mertals and {t's manufacturing 21 929 10.0 15 510 11.6 6 419 7.5
Machinery and equipment ( excluding electrical) 27 B6S 12.7 11 510 8.6 16 355 15.0
Machines and Tools 107 0.2 251 0.2 . 156 0.2
Machinery and Llectrical Fqulpment 6 356 . 2.9 2 874 2,2 3 482 " 4.0
ProZucts, and Flectrical Material S 112 2.3 4 795 3.6 37 0.4~
Elecironical Articles
Comunicaiion maerial s 271 3.8 1 938 1.5 6 KKK} 7.4
Feuiament of Transport ! .9 107 4.1 3175 2.4 5932 6.9
Suryice-medical equipment, apparaws
and lnstruments 1 827 0.8 1403 1.1 - 424 0.5
\Miscellaneous apparatus 4 928 2,2 1 £95 1.4 3033 3.5
Accessory and Tonls for Machinery and Fqu' ~ment 757 0.3 431 3 326 0.4
Refaciions and Parts {or Machinery Equipinent 16 534 7.5 8 462 6.3 8 072 9.4
Fumiture 2 474 1.1 1 o0} 1.4 573 0.7
Shod 189 0.1 189 0.1 - -
O:hers 9 977 4.6 9 202 6.9 775 0.9

aj Esdmated data
b/ Includes Federal Covernment and I\.\bl!\. Enterprises, Excluding Services
¢/ Inctudes direct and (ndirect Imports

SOURCE: Secretarfa de Comercio, Direccitn Generai de Normassobre Adqulsiclones y Almacenes



TABLE All

ORIGIN OF FOREIGN CATPITAL IN TIHE STATE :ENTERPRISE
(Thousand dollar)

1970

TOTAL
U.S.A.
Canada

Japan

Great Britala '

~ 'Ttaly

TFrance

" Yuposlavia
Switzerland |
Spnln'
Belgium
Germany

Others .

87 0G66.0

64 416.7

11 237.5°
6 535.9

'3 711.4

1 498.4.

1 375.4

531,17

491.0

257.5

’ e42.1
44.0

6 813.0

100.0 %
G2, 5
12.9°

7.5
4,3
1.6
1.5
0.6
0.6

0.3

0-3'

0.1

7.8

T'he parity was 22.72 pesos per dollar

~ SOURCE: Sccreclaria de Patrimonlo y Fomento Industrial,

Tccnologla. -

Dircecién de Inversion Extiranjera

(4

o
=
o
N
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TABLE Al12 (CONTINUED)

STATE ENTERPRISES WITII PARTICIPATION OIF FOREIGN CAPITAL

(Thousand dollar)

22.0

3a.
1978 :
i Participation
CONCEPTS Cocial I'oreign  of Forcign Capital
' ) - Capital Investment  Capital Orlgin
Production of Metals Products 1 540.5 754.8 . 49,0 -
Swecomex, S.A. T540.5 754.8 49,0 U.S: A,
Manufacture, Asscmbling and Repamtlon of Machinery 8 054.5 1984.2 24.6 - .
AIIMSA - Pibrica Nacional de Miquinas-Herramientas, -~ T . "
S.A. de C.V. 4 4101.4 S31.7 12,1 Yugoslavia
Ouln:m Iltaliana de Mdixico, S.A. ' 3 521.1 .1 408.5 40.0 lt'\ly
Nacical de Instrumental Médlco, S.A. de C V. 132.0- 44,0 33.3 . Germmany
- Construction and Reconstruction Asscmbling of : : ,
Transport Equipment : 31 637.8 12 0206.7 38.0 ° -
Dina Komatsy Nacional, S.A. de C.V. FTRITUT 140808 50.0 Japan
DDina Rowel Nacional, S.A. de .V, 2 200.7 880, 3 40.0 U.S.A.
Mccéinlca Falk, S.A. de C,V. ] 320.4 647.0 49.0 U.S.A.
Motores Perkins, S.A. 11 831.0 3 667.3 31,0
Rasgini Rheeom, S.A. de CLV., 4 003.3 2 052,7 50.2 U.S. A,
Vehiculos Aiomotoves Mcexicanos, S.A, de C.V. 8§ 061.1 3 100.8 35.5 U.S. A,
org and Beek de México, S.A, 6GO. 2 20,1 40.0 U.S.A.
Manufacture and Asscembling of Machinery Electrical
and l:lcctronical Articles : 10 074,04 278.3 42.5 -
Consorcio Manufacturero, S.A, T2T4R08 T RUSTY 208 -
Incustrias de l‘clccmnunlcacxon, S.A. 7 653,23 750.1 49,0 LU.S,A
Telcconumication ] (25,5 - 488, 6 - 30.0
Television del Distrito I‘cclerul TS TEEEG 50,0 -
Commecerce 252,10 120, 8 30.9 -
Ixmex, S.A, de C.V AT TURY KRNV -
Tornimex, S.A. de C.V. 20,9 93.0 "

The parity was 22,72 pesos per aollar
SCURCE: Scercatarla de

Patrimonio y [omento

Industrlal,

‘Direccldn de Inversion Extranjera y Tecenolugfa,

- €0T -




TABLE Al2 (CONTINUED)

STATE ENTERPRISES WITH PARTICIPATION OF FOREIGN CAFITAL

(thousand dollar) *

1978
: ~ Social Torecign  Participation  Capital
CCNCEPTS Capital Investment of Forelng Origin
Capirtal
Total " 399 519.6 - 87 0065.0. 21.8 -
Extraction and yicld ol mineral products 116 570.2 . 43 887.4 = 37.7 -
Compaitfa Cuprifera La Verde, S.A. 1675053 78367 4705 Canada
Compaitfa . Explotadora del 1stmo, S.A. 10 783.5 3 66¢.4 | 34.0 U.5.A.
Compaiilfa Minera Autldn, S.A. de c.v. 13 20..2 1 622.8 12,3 Japan
Compaiifa Minera Conmonfort, S.A. 308.1 42.3 13.7 U.S. a8,
Compaiifa Ninera de Cananéa, S.A. 52 816,925 343.3 48.0 U.S.A.
Compaifa Minevra Nacozard, S.A. 220.0 107.4  48.8 ULSUA.
Azulres Nacionales de México, S.A. de C. V 1 320.4 418.9 1.1.0 - Canada
Azufreva Nacional, S, A. . : 735.0 1680.1 245 -
Explomfy, S.A, de CLV, 2 209.5. 751.2 . 31.0 Canada
‘Expactadora de Sal, S.A. 7 152.3 3 504.6 49.0 Japan
Minera la Union, S.A. 8.8 4.3 49.0
Mincrales Submarinos Mexicanos, ‘S.A. 159.6 39.5 24.8 U.S.A
Sosa iexcoco, S.A. ’ S 3147.7 4.3 0.1 -
Zincamex, S.A. 5 523.8 242, 1 4.4 Delgimn
I'stwdios Mincros Japén Mxico, S.A. de C.v. 275.1 93.5 34.0 -
FFood [ndustry : 184.9 G1.6 33.3 -
TSNS T 33UAT U.S. A,

Ceres Ecologica de Méxlco. S.A. de C.V.




TABLE Al2

STATE ENTERPRISES WITH PARTICIPATION OF FOREIGN CAPITAL

(Thousand dollay)

1978
Pardcipation
CONCFEPTS Social Forcign  »f l‘orcign Capitai
. ' Capital Investment . Capital Origin

Benclaction and Manufacturc of Tobacoo Products 21 3399 3 709, 1775 -
Tabacos Aztccas, S.A. - T 800,2 TS 007 -
Tabacvos Mexicanos, S,A. de C.V, 8 802.8 215.7 2.5 -
Clgarros La Tahac.ﬂcra Mexicana, S A. de.C, V. 212 2219 3 351.2 27.4 U.S. A,

Cellulose and Paper lndustry _5 000,06 2 452.7 49.0 -
ida, S.A. ' R 1 BRUEN 48,97 ~Switzerland
Prodictora Nacional do Papel Destlntado, S.A: de C.v, 4 181.3 . .2 048.9 19.0 - :

Chemical and Petrociremical Industry 41 817.4 - 10 220,2 24.4 -

Iules Mexicanos, S.A. TSRONET 270007 30,0 Canada
Productos Qulimicos Vegerales, S.A. de C.V. 66D, 2 132.0 20.0 U.S. A,
Productora Quimica de Jalisco, - S. A, de C,V, 220.1 $6.0 40,0 Switzerland
Policstireno y wcerivados, S,A, V. 5 505.8 1} 37504 25,0 "rance
Tclefwlatos Mexicanos, S, AL - 19 £06.3 2 376.8 12,0 U.S.A.
Tetractileno de MExico, S.A. . 2 200.7 1 078.3 49.0 -
Fermoentaciones Mexicanas, S.A, do C,V, 7 922.5 3 1m.0 40.0 -

Basic Mctal Industrics S J161078,2 0 7.011.3 4, -
Productos ‘Iabulares Monclova, S.A. TIOWnT 1T 700.6 90007 U.S. A,
BMiss and Laughlin Latinoammericana, S.A. L 483.3 1 453.1 100.0 . U.S. A,
Cabezas de Accero Kikapoo, S.A,./ S80.1 209,06 - 49.0 U.S. A,
Alos tlorvnos de Mixtco, S.A. , 154 049.3 3 219.6 2.1 U.S. A,
Comnpaifa lndustrial y Comercial Americana, S.A, 572.1 257.5 45.0 Spain
Scrvicios Rassini, S.A. de C,V, - 22.0 20.9 95.0 U.S.Aa.

- S0t -




TABLE A13

EXTERNAL DEBT OF THE PUBLIC ENTERPRISES a/ b/
(million of dollars)

years Total Public Indusirial Participation Public Financial Participation Others Public participation
enterprises % : enterprises 2% enterprises 7 -

1970 3 560.9 1 617.1 45,4 1 257.1 35.3 686.7 19.3

1971 3 803.7 1 744.3 45.9 1 340.9 35.2 718.5 18.9

1972 4 184.3 1 929.4 46.1 1 243.6 29.7 1 011.3 24,2

1973 5 684.3 2 472.6 .43.5 ’ 1 909.1 33.'6 1 302.6 22.9 é

1974 8 026.3 3 435.4 42,8 2919.1 : 36.4 1 671.8 20.8 :

1975 12 279.7 . 5 292.6 - 43,1 -4 336.4 35.3 2 650.7 21.¢

1976 16 072.0 6 511.4 40.5 6 567.7 40.9 -2 992.9 18.6

1977 18 639.7 7 941.3 42,6 7.739.1 41.5 2 959.3 - 15.9

1978 ¢/ 20 836.7 10 247.6 49, 2 7 984.4 38.3 2 604.7 - 12,8

%/ Balance of an account (saldos)
b/ Includes external debt to long ard short range
</

Preliminary Figures

SOURCE: Secretarfa de Hacienda y Crédito PGblico, Direccién General de Crédito.
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TABLE_ALk

TRADE BALANCE OF THE PUBLIC ENTERPRISES BY MAJOR BRAMCHES OF INMDUSTRY 5/
(million pesos) :

1978
CONCEPT Imports Exports Balance of
A an accouat
Total Public Enterprises A m : 31,391.3 =10,415.8
Total Industrial Public Enterprises M1,720.1 %6,299.9 %,559.8
Extractive Industries 655.5 1,710.3 1,054.8
Extraction and Yield of Minderal Coal Graphite 159.8 0.7 - 158.6
' Extraction and Yield of Metallic Minerals 353.4 1.1 - .7
Extraction of Non-Metallic Minersls, excluding Salt 79.% 1,508.0 1,828.6
Exploitation of Salt 63.% 199.9 136.%
Manufacture Industries 7,037.3 3,398.9 - 3,638.4
Manufacture cf Pood »88.8 A81.6 T.2
Manufacture of Beverages - - -
Menufacture of Todacco Products - - -
Textile industry : 38.% 794.6 756.2
Manufacture of Clothes 39.6 12.6 21.0
Manufacture of Shoes and Lesther - - -
Manufecture of Wood and Cork Products 16.3 - 16.3
Manufacture acd Reparstion of Furniture end Accessories - - -
Paper industry 230.0 0.1 229.9
. Publishing, Printing and Counected Industries LN - 98
Chemical Industry : 2,656.6 13870 - 2,265.2
Rafinement of Petroleum and Mineral Coal . - -
Manufacture of Plastic and Rubber Products .5 53.3 8.8
Manufacture of Non-Metallic Mineral Products 2.8 T0.b - 21k
Basic Metals industries 1,616.6 692.1 -  92k.5
Manufacture of Metallie Products 27.1 - - 27.1
Manufecture, Assembly and Reparation of Machinmery,
Equipment and Spare Parts, excluding Zlectrical - - -
Maaufacture and Assemdly of Machinery, Equipment,
Apparatus, Accessory and Electricsl and Electronical
Articles and Spare Parts - - -
Construction, Reconstruction and Assembly of Transport
Zquipment and Spare Parts 1,853.2 970.k - 882.8
Other Manufacture Industries - 6.% 6.h
Klectrical Enery ’ 2;’_‘9.5_:2 19_2 ‘.2.!322;5
Petroieum and {ts Derivates 28,642.0 k1,140.8 12,498.8
Other Public Enterprises 20,073.2 5,997.5 -1k,075.7

y This refers to the value of importations and exportations affected by pudlic enterprises; furthermore, traasactions
are registred according to activity type of, and not according to production type haadled by such public enter-

prises

SOURCE: Direccién Ceneral dc Estadfstics, Secretar{a de PrograssciSn y Prasupuasto; Secretarf{s de Patrimon{o y
Tomento Industrial, Datos Blsicos del Sector Parastatal
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