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ABSTRACT 

This study explains why, beginning in 1976 and continuing into the 1980s, unions 

lost power in Mexico. The recent loss of power in Mexico is consistent with a worldwide 

convergence towards declining union power. Few would dispute that declining union 

power is related to globalization. But how does globalization affect union power? This 

study demonstrates that the prevailing approach to globalization and union power, the 

market pressures approach, cannot explain why labor unions lost power in Mexico. This 

suggests that in countries, such as Mexico, where unions rely on political support rather 

than organizational resources to attain power, increased exposure to market pressures 

may not explain declining union power. Only unions in advanced industrial societies 

enjoy the market conditions that make it possible to gain power via their organizational 

resources. 

I propose that, in coimtries where organized labor derives its power from its 

relationship to the state, globalization affects union power via the domestic instantiations 

of globalization. The way that global economic shocks and the interests of foreign 

investors shape the interests of domestic economic elite constitute the domestic 

instantiations of globalization. My approach builds on the International Political 

Economy research tradition. 

This study shows that labor lost power in Mexico for two nested reasons. First, 

labor lost power because it lost access to decision-making in the state. Second, labor lost 

access to decision-making because global economic crisis and new foreign investment 

strategies created a new internationalist elite oriented towards foreign credit and global 
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markets. Disillusioned with the existing political leadership and their "national" 

economic project, the internationalist elite promoted the rise to power of new political 

leaders that favored neoliberal economic reforms. Bureaucrats, allied with the 

internationalists, undermined labor along with other advocates of the "national" project, 

as part of a struggle for power. 

This study delineates the aspect of the state-labor alliance in Mexico that granted 

labor unions power historically and reveals the importance of globalization in 

determining labor's recent fate in Mexico. It contributes a new model of globalization 

and union power, raising questions about how sociologists conceptualize globalization 

and state-society relations more generally. 
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Chapter 1 

Why Unions Lose Power And What Globalization Has To Do With It 

When unions become less able to convince their benefactors, employers or 

governments, to grant worker benefits, they lose power.' Organized labor has lost power 

recently. Unions in advanced industrial coimtries have lost "traditional wage bargaining 

and generous social welfare benefits" that were once considered standard (Jacoby 1995, 

p. 9). Even unions that comparatively have had less power, such as those in the United 

States, have lost power. For example, wage negotiations yielded contractual wage 

increases for several decades in the U.S. After 1980, however, wage concessions became 

prevalent (Moody 1988). U.S. unions also lost the ability to achieve desired policy goals 

and to secure control over the workplace (Goldfield 1987). This convergence towards 

declining union power is widely attributed to globalization. Sanford Jacoby writes, 

"...globalization has had mostly a negative effect on organized labor's bargaining power" 

(1995, p. 8). There are other explanations for waning union power, such as 

bureaucratization or corruption. However, this dissertation focuses on the question: How 

does globalization reduce union power? It addresses this question by examining 

competing explanations for the apparent convergence towards declining union power. 

The dominant explanation attributes convergence towards declining union power 

to increased exposure to market pressures worldwide. This view posits that globalization 

exposes companies to unforgiving market pressures. These market pressures, in turn. 
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force companies to cut worker benefits and to imdermine labor union power. By 

globalization, these scholars mean a host of market-oriented reforms that eliminate 

policies designed to protect domestic producers and markets from foreign producers and 

markets. Market oriented reforms include policies that remove tariffs on selected imports 

and exports, and those that remove tax incentives for producers producing for the 

domestic market. Market oriented reforms are also often referred to as neo-liberal. This 

approach, referred to here as the market pressures approach, has performed impressively. 

It has weathered extensive empirical tests that demonstrate its ability to explain declining 

union power, particularly in advanced industrial societies. Nevertheless, embedded in the 

theory is an assumption that could limit its application. 

The market pressures approach makes an assumption about how unions attain 

power. It assumes that unions can derive their power from their organizational resources. 

By organizational resources I mean organizational characteristics such as the size of the 

unionized population relative to the working population or the extent to which unions 

coordinate bargaining. These organizational characteristics can help unions leverage 

worker benefits from employers. The market pressures approach theory focuses on 

explaining why imions lose these organizational resources. This focus is uncontroversial 

in advanced industrial societies, where labor unions can and often do derive their power 

from organizational resources. But to derive power from organizational resources, labor 

imions need tight labor markets. In other words, as long as employers can easily replace 

a striking worker with another worker who is hungry and willing to work for less. 

' Dahl (1969) proposes that someone has power when they are able to convince another party to do 
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employers have few incentives to negotiate with well-organized workers. Such aire the 

conditions for most labor unions outside of advanced industrial countries. Employers in 

non-core countries have little incentive to pay attention to labor unions. Thus, to the 

extent that labor imions have power at all in non-core countries, they are more likely to 

derive that power from their access to the state than from their organizational resources. 

The key determinant of labor's power in these contexts would therefore be the 

institutions structuring the relationship between the state and labor or state labor 

relations. 

Several Australian industrial relations scholars have recently proposed an 

alternative globalization mechanism that addresses this limitation of the market pressures 

approach. They propose an International Political Economy approach, (referred to 

hereafter as the IPE approach). This approach is particularly well suited to explain 

declining union power in countries where labor unions derive their power from their 

relationship to the state. This is because the IPE approach has traditionally explained 

either changes in political institutions over time or cross-national variation in policy 

outcomes. Thus, it can easily be adapted to explain why the institutions structuring state-

labor relations may change over time or vary cross-nationally. The IPE model proposed 

by Nick Wailes and Anthony Giles is oriented towards explaining cross-national 

variation in the degree and pace of change in the institutions that structure state-labor 

relations. I develop an IPE model that is oriented towards explaining convergence 

something they do not want to do (Gaventa 1980, p. 5). This definition of power helps focus analysis of 
union power on clear observable outcomes (Robinson and Bensusan forthcoming). 



22 

towards declining union power. To do this, I draw from the international political 

economy literature that has explained convergence towards democracy. 

The dissertation uses the theoretically strategic case of Mexico to test the market 

pressures approach and to explore the plausibility of the international political economy 

approach. Mexico is a theoretically strategic case study because it is a case that is likely 

to challenge the scope conditions of the market pressures approach. Mexico's position in 

the world system and the character of its labor market would make it difficult for unions 

to secure worker benefits through their organizational resources. Mexico is a country of 

over ninety million people, in which most people are not fully employed Although the 

official unemployment statistic is usually very low (around 5%), the statistic masks 

reality. The government counts any person working for one hour or more as employed. 

Thus, the statistic does not capture rampant underemployment. In short, employers have 

their pick of workers. They have little market based incentive to put up with unions. 

Even if unions could organize a sizable portion of the labor force and coordinate their 

bargaining, unions facing Mexico's labor market conditions would still have a hard time 

convincing employers that they should bother to keep unions happy. Nevertheless, as I 

will show later, labor unions in Mexico did secure impressive benefits for workers — 

benefits that have recently been on the decline. By testing the market pressures approach 

in the Mexican case, I can show whether the market pressures approach can apply to 

cases in which labor unions are unlikely to derive their power from their organizational 

resources. 



The Mexican case is also a theoretically strategic case because it is a particularly 

unlikely candidate for the EPE globalization mechanism. Mexico is considered an 

exemplar of a rival globalization mechanism: the diffusion approach. Thus, showing that 

Mexico, an exemplar of diffusion, can be explain by the IPE globalization mechanism 

would undermine the diffiision mechanism. 

Two Competing Approaches to Globalization and Union Power 

I will examine two competing approaches of union power: the market pressures 

approach and the International Political Economy approach. Both of these approaches 

propose a mechanism whereby globalization might reduce imion power. The IPE 

approach, however, addresses several limitations of the market pressures approach. 

The Market Pressures Approach 

The market pressures approach is the prevailing explanation for the global 

convergence towards declining union power. It posits that global market pressures force 

companies and unions to make strategic decisions that tend to undermine labor's power 

(Kochan, Katz, and McKersie 1986). Thus, it links declining union power to the market 

effects of neoliberal reforms. Figure 1.1 outlines the market pressures approach described 

below. 

[Figure 1.1 about here] 

But the market pressures approach has two limitations. First, it is ill-suited to 

explain why imions lose power in countries where unions do not rely on their 
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organizational resoxirces to gain worker benefits. Second, it cannot explain the 

concurrent trends of cross-national divergence (in the degree to which unions are losing 

power) within an overall trend towards convergence (of declining union power). Thus, 

while the market pressures approach has been a powerful analytic lens through which to 

interpret recent changes in industrial relations, it may not be as universally applicable as 

once thought. 

The Market Pressures Globalization Mechanism 

The market pressures approach proposes that globalization affects union power 

via changes in global market pressure (See Globalization Model IB in Figure 1.1). Thus, 

global market pressures constitute the globalization mechanism of the model. The market 

pressures approach focuses on explaining how globalization may lead unions to lose 

organizational resources. Organizational resources of unions are the organizational 

characteristics of labor movements that help labor unions gain worker benefits. The two 

most important organizational resources of unions are union density and centralized labor 

bargaining. Union density refers to the percent of unionizable workers that are in unions. 

Centralized labor bargaining refers to the level (i.e. local plant level, state, regional, 

sectoral or national level) at which union bargaining is centralized. The market pressures 

approach relies on a considerable body of evidence suggesting that these two 

organizational resources — union density and centralized labor bargaining — predict 
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labor's relative ability to secure worker benefits.^ Thus, market pressures research 

focuses on either declining union density or the fragmentation of union bargaining as 

indicators of union power. Below I outline how scholars working within the market 

pressures approach explain these two recent losses in organizational resources. 

Explaining Union Density as an Indicator of Union Power 

The market pressures approach posits two reasons why globalization might reduce 

union density. Market pressure scholars argue that globalization reduced union density 

either because it restructured the distribution of jobs or because it forced companies to 

adopt anti-union tactics (arrows 1 and 4 in Model lA in Figure 1.1). Some argue that 

global economic restructuring shifted the sectoral distribution of jobs away from heavy 

union sectors. They find that the declining market share of industrial jobs can account for 

^ A wealth of research, mostly based on advanced industrial country cases, substantiates the link between 
labor's organizational resources and union power. Many associate union power with union density. Studies 
suggest (Freeman 1993; Kuhn and Sweetman 1998) that union density "tend[s] to raise the average wage 
and compress the distribution of wages" (Morris and Western 1999, p. 644). Some also find that high 
union density is associated with the expansion of worker welfare benefits (Korpi 1989). Falling aggregate 
union membership accompanied rising unemployment in many of the advanced industrial societies during 
the 1980s (Visser 1991). 

Scholars also find that centralized labor bargaining, (i.e. coordinated bargaining at the national 
level) such as that exhibited by Sweden, is associated with "strongly phrased commitments to both full 
employment and social rights" (Esping-Anderson 1985, p. 165). Many cite the breakdown of the highly 
centralized union bargaining structure in Sweden and the subsequent reduction in welfare coverage as 
evidence of a causal relationship between the two (Golden 1993, p. 441; Katz 1993; Pontusson 1992; 
Swenson 1989a). Goldfield (1987) notes that even the fragmentation of the limited industry-wide union 
bargaining in the U.S. deflated union bargaining leverage in collective contract negotiations. Some argue 
that countries governed by ad hoc bargaining patterns leverage lower and less consistent wage increases 
than countries where wages are set through national level centralized bargaining (Lange, Wallerstein, and 
Golden 1995). An extensive literature on unions in Latin America also confirms the importance of 
centralized labor relations as a source of union power and resilience (Drake 1996). Some find that when 
unions are concentrated in a few national confederations, they are more powerful. High concentration of 
unions in a single peak labor organ tends to promote strategic advantages, such as coordinated bargaining at 
the national level (Golden 1993). Katz (1993) concludes that "data that allow clear tests of the effects of 
changes in bargaining structure on bargaining outcomes generally have not been available...still...it is 
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a large part of declining union density (Griffin, McCammon, and Botsko 1990; Lash and 

Urry 1987; Troy 1990).^ According to these researchers, market conditions lead 

companies to make choices that in tum restructured the sectoral distribution of jobs. They 

argue that company choices restructured the sectoral distribution of jobs such that sectors 

that were previously dominated by imions lost jobs and sectors with little union 

representation gained jobs. Others argue companies adopted anti-union tactics in order to 

survive global market pressures. For example, some argue that companies avoided unions 

by moving from high union density regions to low union density regions (Bluestone and 

Harrison 1982; Markusen 1985). Others find that companies launched campaigns to 

retard union organizing drives (Bronfenbrenner, Friedman, Hurd, Oswald, and Seeber 

1998; Bronfenbrenner and Juravich 1998; Friedman, Hurd, Oswald, and Seeber 1994; 

Goldfield 1987). Company strategies included misinformation, intimidation and delay. 

Explaining Centralized Union Bargaining as an Indicator of Union Power 

Market pressure scholars argue that globalization fragmented union bargaining 

because globalization 1) prompted companies to decentralize management; 2) increased 

the importance of shop-floor decision-making and 3) undermined national union leader 

credibility in the eyes of workers. First, Piore and Sabel (1984) argue that increased 

exposure to global economic competition led companies to decentralize management 

(arrow 1 and 4 in Model 1 A). Sabel (1995) argues tliat they decentralized management in 

order to stimulate more collaborative (flexible) work environments. According to Katz 

possible to point to suggestive evidence concerning the effects of recent decentralization on bargaining 
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(1993, p. 14-15), corporate decisions to decentralize management may indirectly 

fragment union bargaining (Purcell and Ahistrand 1989). 

Second, some market pressures scholars argue that the growing importance of 

shop-floor decision-making may explain decentralized union bargaining. They argue that 

a labor process increasingly governed by fickle market dynamics has made shop-floor 

decision-making more important. They emphasize how technological changes and the 

growing pressures to adjust production processes to market demands elevated local plant-

level decision-making for companies and union leaders over centralized labor-

management agreements (Locke, Kochan, and Piore 1995; Thelen 1991; Turner 1991) 

(arrows 1 and 4 and 2 and 5 in Model 1 A). According to these scholars unions might opt 

out of centralized bargaining because it might not give unions the flexibility demanded 

by new company management strategies. 

Third, still other market pressure scholars link the fragmentation of labor 

bargaining to the economic crises brought on by global economic integration and its 

effects on workers (arrows 3 and 6 in Figure 1.1). They argue that increased exposure to 

market pressures can depress worker benefits, which in turn, may undermine worker 

confidence in the existing level of union bargaining. They argue local union leaders 

abandon centralized bargaining when workers lose benefits (Cawson 1986; Lehmbruch 

and Schmitter 1979; Schmitter and Lehmbruch 1982, p. 275; Western 1997, p. 171). For 

example, local unions in Britain and Ireland defied national union leaders and went on 

outcomes" (p. 4). 
' This argument is also referred to as the structural economic or sociological explanation. 
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strike when central agreements failed to sustain real wages (Hardimann 1988; Regini 

1984). As a result, imions decentralized union bargaining. 

The Limits of the Market Pressures Approach 

The market pressures approach has two limitations. First, embedded in the theory 

is a restrictive assumption about the source of union power. It assumes that labor's 

organizational resources, such as union density and centralized bargaining, are labor's 

primary source of power. However, labor research suggests that unions may not always 

derive power from their organizational resources. Second, the market pressures approach 

is ill-equipped to explain cross-national divergence in the effects of market pressures. 

This is because it tends to view globalization as an external economic process. Several 

related limitations stem from these deficiencies. 

Assuming Labor Derives Power from Organization Resources 

The market pressures approach focuses on explaining labor's declining 

organizational resources. Yet, this focus assumes that organizational resources are the 

primary or proximate source of power for unions. Figure 1.2 diagrams altemate sources 

of labor power. It represents the possibility that labor may derive its power from its 

organizations resources, but it may also derive its power from its access to the state 

(determined by the instimtions structuring state-labor relations). Thus the market 

pressures assumption restricts the applicability of the model to countries in which 

organizational resources are labor's primary source of power. 
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[Figure 1.2 about here] 

Labor scholars find that the institutions structuring state-labor relations may be an 

important source of power for labor (arrow 2 in Figure 1.2). They find that these 

institutions help determine labor's access to setting the political agenda (Esping-

Anderson 1985; Korpi 1985; Korpi 1989; Pontusson 1992; Swenson 1989b) and 

determine the extent to which they may intervene on labor's behalf in capital-labor 

disputes (Lange, Wallerstein and Golden 1995; Siaroff 1999). Thus, even in countries 

where organized labor has considerable organizational resources that appear linked to 

achieving high levels of worker benefits, such as Sweden, labor's access to the state may 

in fact be the proximate or primary source of power. Research on unions and worker 

benefits in Latin America, particularly that of tlie Colliers (1991), demonstrates that 

labor's relative access to decision-making in the state has been a primary source of power 

for unions in Latin America. They argue that it can explain cross-national variation in the 

level of worker benefits. 

This evidence suggests that the critical changes that may explain declining union 

power are changes in the institutions that structure state-labor relations and therefore 

labor's access to the state rather than changes in labor's organizational resources. But 

scholars working within the market pressures approach have not explored how 

globalization may be linked to changes in the institutions structuring state-labor relations 

and therefore labor's reduced access to the state. Thus, a theor>' that focuses on 

explaining labor's declining organizational resources, such as the market pressures 

approach, may not be universally applicable. 
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Explaining Only Convergence 

Another limitation of the market pressures approach is that it cannot explain 

cross-national divergences. Moreover, attempts to deal with this limitation of the theory 

have produced a model that remains unable to explain changes in labor's access to the 

state. 

The market pressures approach principally explains global convergence towards 

declining union power. For example all of the formulations presented above explain 

convergence towards declining union power. Yet, cross-national divergence (or variation) 

remains a prominent feature of the relationship between globalization and union power. 

Bray and Murray (2000, p. 169) report that research on the effects of globalization on 

industrial relations reveals that "the overwhelming pattem is one of differentiation and 

variety." Unions similarly exposed to market pressures have not experienced similar 

changes. For example, Verge (2000) remarks on the stability of Canadian labor law. He 

notes that the Canadian experience contrasts with the extensive experimentation in labor 

legislation in Australia and New Zealand - two countries that experienced globalization in 

similar ways as Canada. Similarly, Western shows that union density trends vary across 

18 OECD countries (Western 1997, p. 22-23). 

Some research has tried to modify the market pressures approach to accommodate 

cross-national divergence. This research explains cross-national difference as the result 

of variation in national institutions and organizations (Wailes 2000. p. 215). Wailes sums 

up this approach as the 'common pressures, divergent responses' approach (2000, p. 

215). Bruce Western's recent examination of globalization and industrial relations 
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exemplifies this genre. Western explains cross-national differences in the degree to 

which union density recently declined with cross-national differences in the level at 

which union bargaining is centralized. Western posits that centralized bargaining allowed 

unions to reshape labor-markets, creating market conditions more conducive to union 

organizing (Western 1997, p. 7-9). Centralized union bargaining reduced the potentieil 

costs for local union organizers (arrows 2 and 5 in Figure 1.1). In contrast, fragmented 

bargaining emboldened companies to avoid unions (arrows 1 and 4 in Figure 1.1). 

Moreover, centralized union bargaining mitigated the effects of markets on unions and 

employers, thus mitigating erosion of union density. Other examples include the work of 

Turner (1991) and Thelen (1991; 1993). They argue that cross-national variation in 

labor-market institutions can explain differences in how unions have been affected by 

globalization in Germany, the U.S. and Sweden. 

While the 'common pressures, divergent responses' approach addresses the 

inability of the market pressures approach to explain cross-national divergences, it 

remains ill-suited to explaining why labor's access to the state would decline. This 

limitation stems from the role that institutional factors play in this modification of the 

market pressures approach. The 'common pressures, divergent responses' approach tends 

to view labor's access to the state as a static institutional characteristic of domestic 

industrial relations. For example. Western conceives of market pressures as the source of 

change over time and the institutions of centralized bargaining as relatively constant. 

When Western considers change over time in the degree to which union bargaining is 

centralized, he does not consider how globalization itself might have forced such a 
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change. Wailes argues that the 'common pressures, diverging responses' approach has 

"tended to treat globalization as a set of exogenous shocks affecting otherwise stable 

national industrial relations systems" (Wailes 2000, p. 219). The approach does not 

conceptualize how globalization might be related to a change in the very institutions that 

structure state-labor relations. Thus, the 'common pressures, divergent responses' model 

cannot explain how globalization might reduce labor's access to the state. 

The byproduct of the attempt to modify the market pressures approach to explain 

divergence is a model that remains unable to explain changes in labor's access to the state 

and that conceptualizes globalization in an "exceedingly narrow" way (Giles 2000, p. 

175). Such a narrow view of globalization may be unnecessary. In the following section 

I review recent efforts to develop an international political economy approach to 

globalization and union power that has the potential to overcome the limitations of the 

market pressures approach. 

The International Political Economy Approach 

A few pioneering industrial relations scholars have developed an international 

political economy approach to globalization and union power. They propose an approach 

that both explains why labor's access to the state might change and theorizes the 

relationship between such changes and globalization. This approach has the potential to 

explain both convergence and divergence. It also expands the conceptualization of 

globalization to include an interaction between political and economic factors. 



The IPE Globalization Mechanism 

Nick Wailes and Anthony Giles (2000; 2000) propose that an international 

political economy globalization mechanism can explain recent changes in the institutions 

structuring state-labor relations. They argue that global economic shocks affect domestic 

policy outcomes via their effects on domestic societal interests. Figure 1.3 diagrams the 

international political economy approach. According to this perspective, globalization is 

conceptualized as the domestic instantiation of global economic shocks. In doing so, the 

IPE approach incorporates both elements that are similar cross-nationally (global 

economic shocks) as well as elements that may vary cross-nationally (domestic economic 

elite interests). Thus it can account for both convergence and divergence in the effects of 

similar global economic shocks on policy outcomes (Wailes 2000, p. 221). 

[Figure 1.3 about here] 

Wailes argues that the first step in such an analysis is to disaggregate domestic 

societal interests. Wailes draws on the work of scholars such as Peter Gourevitch to 

show the explanatory power of disaggregating societal interests. Gourevitch 

demonstrates that cross-national divergence in response to similar global economic 

shocks can be explained by analyzing how global economic shocks affect societal 

interests within individual nations (Gourevitch 1986). Such an analysis reveals that 

policies reflect the support of coalitions (that is coalitions of societal interest groups). 

Depending on what he refers to as the 'production profile' of a particular nation, global 

economic shocks may or may not restructure societal interests such that they undermine 

pre-existing coalitions. 
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Wailes notes that there are many different approaches to disaggregating societal 

interests (Frieden 1988; Rogoski and Frieden 1996), however, "there is underlying 

agreement that countries have different patterns of integration into the international 

economy and that similar international economic changes can have different effects on 

social actors in different countries."(Wailes 2000, p. 221). Analyzing how national 

economies become integrated into the global economy is therefore essential to 

understanding how integration might affect domestic institutions, including the 

institutions structuring state-labor relations. 

The IPE approach has only recently been applied to explaining changes in labor-

market institutions (Frieden 1995; Swenson 1989b; Swenson 1991a). Swenson (1991a) 

and Iversen (1998) are good examples of how the IPE approach can be applied to the 

institutions structuring state-labor relations. Iversen argues that differences in how global 

economic shocks restructure social interests can explain why some European countries 

have decentralized their bargaining and others have not. Swenson finds that the global 

economic depression in the 1930s was a global economic shock that prompted the 

emergence of an alliance between struggling employers in the export oriented metal 

industry and the unions that represented their workers. He argues this cross-class alliance 

explains the emergence of the social democratic contract in Sweden. In both cases, the 

varying effects of global economic changes on domestic societal interests and alliances 

among societal groups explain cross-national variation or changes over time or in the 

institutions that structure state-labor relations. 
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The Advantages of the IPE Approach 

The IPE approach addresses the two main limitations of the market pressures 

approach. It addresses how globalization affects labor's access to the state. It also 

explains divergent cross-national trends as well as convergence towards declining union 

power. 

Explaining Labor's Access to the State 

The IPE approach has the potential to link changes in the institutions that 

structure state-labor relations to globalization. Such a linkage is important because it can 

help explain declining union power in countries where unions derive their power from the 

institutions structuring state-labor relations. As noted above, the IPE model derives from 

an approach that seeks to explain variation in policy outcomes as well as institutional 

change. It critically examines the linkage between material interests and institutional 

change (Wailes 2000, p. 222). Rather than making an assiunption that political 

institutions are constant, this approach addresses the possibility that institutions change. It 

also specifically analyzes how such change might be linked to material interests. Thus, 

Gourevitch shows that business sector interests are related to their international 

competitiveness, their vulnerability to fluctuations in demand, their labor needs, the 

demand for their products and the structure of capital markets in which they operate 

(Gourevitch 1986; Wailes 2000, p. 221). As Giles writes "an IPE perspective insists on 

relating politics to the class structure...it...implies that the international activities of the 
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nation-state be interpreted in the context of domestic class structures and divisions 

associated with production relations"(2000, p. 184) 

Therefore, the IPE approach can easily adapt to explain how globalization might 

effect a change in the institutions that structure state-labor relations. Such institutions are 

central determinants of labor's access to the state and can help explain labor's power. 

Explaining Divergence as well as Convergence 

Unlike the market pressures approach, the IPE approach can explain divergence 

as well as convergence. As Giles puts it, the IPE approach allows for the reality "that 

trends towards convergence and divergence co-exist" (Giles 2000, p. 186). The IPE 

approach is able to do this because it conceptualizes globalization as a process that is 

both external (and therefore common across coimtries) and internalized via domestic 

social and political relations (and therefore potentially varying across countries). It directs 

analysis towards the coalitions of societal groups that support particular policy profiles or 

institutions that structure state-labor relations. One can imagine important cross-national 

similarities as well as variation in coalitions that support a particular constellation of 

policies. 

For example, we could imagine how the coalitions that support neo-liberal 

reforms in semi-peripheral countries might differ from the coalitions that support neo-

liberal reforms in core countries. Similarly, depending on the development trajectory of 

semi-peripheral countries and the particular mode of integration into the global economy, 

one could imagine that the domestic coalition in support of neo-liberal reforms might 
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vary. Such variation could account for both broad similarities across regions of the world 

(or locations in the world system) ia how the institutions that structure state-labor 

relations change. But they might also help us understand remaining variation in degree 

or quality of changes in state-labor institutions between different regions of the world 

located in different parts of the world system. 

Integrating Political and Economic Factors in Globalization 

The IPE approach has an additional advantage. It posits a mechanism whereby 

political and economic factors interact to produce globalization. To do this, it builds on 

research that indicates that nation-states have been shown to take an active role in 

implementing the "new rules of the game." Panitch writes that "capitalist 

globalization....takes place in, through, and under the aegis of states"(Panitch 1996, p. 

86). Thus, the IPE approach does not conceptualize globalization as an external economic 

shock to national political institutions as the 'common pressures, diverging responses' 

approach does. The 'common pressures, diverging responses' approach tends to restrict 

the variables that explain convergence to economic factors (Giles 2000, p. 182) and it 

tends to restrict the variables that explain divergence to political, institutional and/or 

organizational variables (Giles 2000, p. 175). Such an approach obfuscates the active 

role that domestic actors and political processes play in the globalization process (Giles 

2000, p. 187). Thus, the IPE allows for the possibility that labor unions may have lost 

power because neo-liberal reformers made an effort to reduce labor's power in order to 

implement the neo-liberal policies. 
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The Limits of IPE: A Divergence Bias 

The IPE approach offers a powerful analytic lens with which to explain changes 

in the institutions structuring state-labor relations and therefore labor's access to the state. 

However, the existing applications of the IPE approach have been biased towards 

explaining cross-national divergences. For example nearly all of the research on which 

Wailes and Giles build their proposed IPE approach to industrial relations explains cross-

national divergences. They draw from work explaining cross-national differences in 

trade protections (Garst 1998; Rogowski 1989) in economic policy more generally 

(Frieden 1988; Gourevitch 1978; Gourevitch 1986; Silva 1993) and in welfare reform 

(Schwartz 1994). However, in order for the IPE approach to address the market pressures 

approach head on, an IPE model of convergence is needed. I develop an IPE model of 

convergence. In doing so, I hope to contribute a model of union power that advances the 

research agenda of the IPE approach and presents a plausible alternative to the market 

pressures approach. 

Developing an EPE Convergence Model of Globalization and Union Power 

To build a convergence IPE model of union power, I turn to an existing IPE 

literature on global convergence. I specifically turn to the IPE research on 

democratization. This literature is relevant because it examines a trend towards 

convergence during the same period (the last two decades) and it examines political zind 

institutional outcomes in similar parts of the world (non-core countries). Like the IPE 

approach described above, this research shows that the effects of global economic shocks 
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on political outcomes are revealed through an analysis of domestic societal interests. The 

democratization Literature offers two insights that can help explain convergence in 

political outcomes in certain regions of the world. First, it suggests that some societies 

are prone to intra-elite conflict and that these societies may be particularly vulnerable to 

global economic shocks. Global economic shocks may unsettle already unstable 

coalitions of societal interests that support non-democratic regimes. Second, the 

democracy literature reveals the powerfiil effect that changes in foreign investment 

strategies, independent of (although often related to) global economic shocks, can have 

on domestic societal interests. I extend the contributions made by the democratization 

literature to explain the converging trend of labor's declining access to the state. 

Lessons from the IPE Literature on Democratization 

Poulantzas's (1976) groundbreaking work on the fall of Southern European 

dictatorships demonstrates that rising intra-elite conflict, in particular intra-elite conflict 

over modes of integrating into the global economy, may cause democratization. He finds 

that different modes of integrating into the global economy served the interests of 

different economic elite segments. He traces democratization to a conflict among the 

economic elite over how to integrate into the global economy. The elites that felt slighted 

by the mode of integration promoted by the existing dictatorships pushed for 

democratization. Thus he argues that: "The fundamental question regarding the 

overthrow of the dictatorships in Portugal and Greece, and in the evident modifications in 

Spain is:..in what way have the so-called 'external' factors which characterize the 
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changes in the present phase of imperialism, been reproduced and internalized within the 

socio-economic and political structures of these countries?" (1976, p. 45). Like the IPE 

literature above, Poulantzas, argued that in order to understand how globalization 

influences political outcomes, one must examine the domestic instantiation of global 

interests. 

Schwartzman extends Polantzas' work, arguing that the economic elite in 

semiperipheral countries may have a harder time building a consensus than the elite in 

core countries."* Her analysis of Portugal demonstrates that semiperipheral countries 

internalize competing models of integration into the global economy. This produces a 

disarticulated economy, which in turn, makes countries prone to intra-elite discord. In 

contrast, the elite in core countries share an interest in increasing their access to 

international markets and resources. This shared interest can minimize intra-elite conflict. 

Regimes in semi-peripheral countries are vulnerable to instability, and therefore regime 

change, when faced with global economic shocks. 

Schwartzman's research suggests that the recent global convergence towards 

democracy may be partly due to the proclivity of semi-peripheral countries to intra-elite 

conflict. Schwartzman concludes from her review of the extant democracy and 

globalization literature (Schwartzman 1998), that the oil crisis in 1973 and the ensuing 

debt crisis in the 1980s may help explain the timing of regime changes in the developing 

world. Indeed, the literature exploring links between globalization and democratization 

See Arrighi's Introduction (1985b, p. 14-21) for an elaborated discussion on how to define the 
semiperiphery: regions of the world that are neither included among the core advanced industralized 
societies nor, those that merely provide primary resources for the global economy. Also see Appendix in 
Schwartzman 1989 for definition of semiperipheral countries. 
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suggests that global economic shocks can spark change in already unstable state-society 

relations (Castells and Lasema 1994; Schwartzman 1998). Debt researchers find that the 

debt crisis created undue stress on all regimes, stress that some regimes could not 

withstand (Kaufinan and Stallings 1989; Kaufinan 1988; Kaufman 1989; Stallings and 

Kaufinan 1989). But global economic shocks are not the only globalization mechanism 

that can destabilize regimes in countries prone to intra-elite conflict. 

Changes in foreign investment strategies can also affect intra-elite conflict. 

Cardoso's research on Brazil demonstrates how domestic economic strategies of a less 

developed country adjusted to the post-boom survival strategies of capital in the 

advanced industrial countries (Cardoso 1986). In particular, Cardoso argues that 

increased foreign capital investment in Brazilian industry reflected the growing interest 

on the part of core country capitalists to produce for export in low-cost labor regions. 

This entailed importing goods to Brazil that were previously restricted, such as heavy 

machinery. He argues that domestic industrialists grew impatient with the government's 

leniency in enforcing import restrictions on foreign equipment (Cardoso 1986, p. 144). 

Private industrialists increasingly viewed state-aided industrialization projects as unfair 

competition in a tightening market for domestic industrial inputs for Transnational 

Corporations (TNCs) (Cardoso p. 143). Private Brazilian industrialists, disillusioned by 

the regime's promises to stimulate domestic capital goods production and domestically 

produced inputs for multi-national companies, turned against the regime (Cardoso, p. 

144). Unable to survive in the face of declining public support, authoritarian leaders 

democratized. Cardoso argues that changes in foreign investment strategies in Brazil 
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prompted intensified domestic intra-elite conflict. Cardoso argues that intra-elite conflict 

led some elite to exert enough pressure on the state to force authoritarian leaders to 

concede to democratization. 

Other studies of democracy in semiperipheral countries confirm the link between 

democratization and changes in foreign capital investments. Foreign investments in 

industry increased in 1960s and 1970s, fomenting a new industrial elite. IPE scholars 

find that this new industrial elite did not agree with an agrarian based elite about how best 

to integrate into the global economy. Impatient with the agrarian elite, industrialists 

pushed for democratization (Cardoso 1986; Logan 1985; Seidman 1995). 

The IPE democracy literature proposes two factors that explain the recent 

convergence towards democracy in semi-peripheral regions of the world. It proposes that 

semiperipheral countries may be particularly vulnerable to global economic shocks 

because they are prone to intra-elite conflict. It also suggests that an important component 

of globalization, often related to global economic shocks, are the investment strategies of 

foreign capital in semi-peripheral countries. In the next section, I propose a new 

theoretical model for explaining labor's declining access to the state that builds on these 

insights. 

A Proposed IPE Convergence Model of Globalization and Union Power 

Like the democracy IPE model I propose that exogenous global economic shocks 

and changes in foreign investment strategies may affect societal interests. Figure 1.4 

represents this model of globalization and union power. I borrow from their insight that 
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semiperipheral countries may be particularly prone to intra-elite conflict and predict that 

the existing political orders in semiperipheral regions may be particularly vulnerable to 

global economic shocks (arrow lb in Figure 1.4) and changes in foreign investments 

(arrow la in Figure 1.4). Thus the democracy literature points to two globalization 

mechanisms represented in Figure 1.4 by model 4B. The democracy literature directs me 

to analyze whether these changes fostered the emergence of new economic elites that 

then mobilized and pressured the state to adopt their economic agenda (Arrow 2 in Model 

4A). 

[Figure 1.4 about here] 

I extend the democracy literature to predict that diverging economic elite 

pressures on the state could provoke intra-bureaucratic conflict instead of regime 

change(arrow 2 in Figure 1.4).^ As the state tries to accommodate competing interests, 

factions of the bureaucracy linked with competing economic elite factions may vie for 

power within the bureaucracy. Instead of causing a regime change, the bureaucratic 

faction challenging the old faction may win control over the bureaucracy without a 

regime change. In order to be successM at such an attempt, the bureaucratic faction 

making the challenge would have to work hard to undermine old bureaucratic factions. 

The closer the association between organized labor and the old factions within the 

bureaucracy, the more of a liability labor would be to bureaucratic factions challenging 

the old bureaucratic strong-hold. Thus, I would expect that organized labor would come 

under attack by the bureaucratic faction vying for power (arrow 3 in Figure 1.4). 
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An IPE approach can explain why labor's access to the state may decline. It also 

explains what this decline has to do with globalization. The IPE model proposed here 

can explain the relationship between globalization and union power in regions where 

labor is less likely to derive its power from its organizational resources and more likely to 

derive power from its access to the state. I predict that in semiperipheral countries intra-

elite competition may be the cause for labor's contracting access to the state.^ While all 

states must adequately contain interclass conflict to prove their legitimacy, 

semiperipheral states may also need to contain easily inflamed intra-elite competition. 

Shared interests among the economic elite make interclass conflict the primary source of 

social conflict in the core. Indeed, much of the research demonstrating that class conflict 

explains recent changes in labor union power are based on studies in advanced industrial 

countries (Cawson 1986; Gordon, Richard Edwards, and Reich 1982; Lehmbruch and 

Schmitter 1979; Schmitter and Lehmbruch 1982, p. 275; Western 1997, p. 171). This is 

another reason why we need an alternative mechanism of globalization to explain 

declining union power in the semiperiphery. In the semiperiphery, changes in foreign 

investment strategies may foster new economic elite segments that no longer benefit from 

the existing economic mode of integrating into the global economy. Their mobilization 

may bring to a boil already simmering conflict among the economic elite. The 

^ Arrighi (1985a) does make the case that mobilized workers were essential to democratizing Southern 
Europe, however, as Logan points out in the same volume (Logan 1985) and Seidman observes in Brazil 
(1995), worker mobilization would not have been enough without the opening created by elite conflict. 
® Arsen (1991) makes a related point, stating that the profit-squeeze motivation for SSA break-down may 
have been overemphasized by the architects of the SSAT. He argues that intra-elite competition between 
U.S., european and Japanese elites can account for the demise of the global SSA. While he may have 
overstated his case regarding the break down of SSA in the U.S, his point that key sources of conflict that 
produce break down are between elites is an important one. 
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bureaucratic faction that takes on the interests of the discontent economic elite may try to 

undermine labor's access to the state in an effort to undermine old bureaucratic factions. 

Diffusion Theory: A Rival Theory of Converging Globalization Trends 

Thus far, I have discussed two theories that explain union power: the market 

pressures approach and a proposed IPE approach. Both link declining union power to the 

effect of globaUzation. But the market pressures approach and the IPE approach are not 

the only two theories that address issues of global convergence. Diffusion theories of 

convergence have garnered much recent attention. In fact, while the market pressures 

approach is the dominant approach to explaining how globalization reduces labor's 

organizational resources, many would consider diffusion theory to be the dominant 

explanation of convergence in policy and institutional outcomes. However, diffusion 

approaches have thus far neglected local pressures based in societal interests which may 

make the adopting unit (i.e. the state, country or entity adopting an innovation) more 

susceptible to diffusion. 

The Diffusion Mechanism of Globalization 

Diffusion models probe the mechanisms whereby innovative ideas and models 

diffuse across time and space (Strang and Soule 1998). In their review essay on diffusion 

theory, Strang and Soule describe diffusion theory as exploring a range of "coercive, 

mimetic and normative mechanisms producing isomorphism" (Strang and Soule 1998, p. 

281). The approach builds from neo-institutionalist insights based on the work of 
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DiMaggio and Powell (1983). John Meyer and others have elaborated a diffusion theory 

of globalization to account for global trends and isomorphism in organizational forms and 

institutions. Figure 1.5 diagrams their globalization mechanism of the diffusion approach. 

Meyers, Boli, Thomas and Ramirez (1997) argue that the nation-state is "culturally 

constructed and embedded" and that "the culture involved is substantially organized on a 

worldwide basis, not simply built up from local circumstances"(p. 1478). This 

perspective has accounted for global convergence towards the adoption of environmental 

treaties (Frank 1997), the rise of international environmental associations (Meyer, Frank, 

Hironaka, Schofer, and Tuma 1997) the diffusion of social movements (Obershall 1989, 

1995; Soule 1997) as well as the difflision of neoliberal policies (Ikenberry 1990). 

[Figure 1.5 about here] 

Declining union power can be linked to the diffusion mechanism of globalization 

via the diffusion of neoliberal economic policies. For example, neoliberal economic 

policies may entail opening domestic markets to greater exposure to market pressures, 

which may in turn undermine the organizational resources of unions. Alternately, 

neoliberal policies makers may do more than let market pressures depress labor's power. 

In places where labor movements pose a real, potential or imagined threat to neoliberal 

reforms, policy makers may directly repress labor movements in order to make neoliberal 

economic reforms possible. In any of these scenarios, the globalization mechanism could 

be the global diffusion of neoliberal reforms. However, current conceptualizations of the 

diffusion mechanism neglect the potential importance of local non-cultural or non-
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organizational factors that may make potential adopters more susceptible to a less than 

voluntaristic diffusion mechanism. 

The Limits of the Diffusion Approach 

Recent modifications of the difiusion approach propose that local factors may 

make adopting units more susceptible to diffusion. For example. Snow and Benford 

(1999) advocate refining diffusion theory to attend to local factors that may influence the 

adopter. They argue that local cultural considerations may influence adopters to adapt 

only certain aspects of innovations that fit their culture. They write an adopter 

"strategically and selectively borrows aspects of another culture...to fit with the adopter's 

culture"(Snow and Benford 1999, p. 30). They show how the Chinese democracy 

movement strategically adopted social movement repertoires fi:om other countries that 

amplified existing cultural norms and practices. Alternately, local cultural factors may 

lead adopters to accommodate irmovations to new cultural settings. 

However, these recent modifications neglect non-cultural and non-organizational 

local factors that may make adopters more susceptible to diffusion. While Snow and 

Benford (1999, p. 25) rectify diffiision theory's neglect of the agency of adopters, they 

neglect the potential influence of societal interests that may affect how and why diffusion 

occurs. For example if the adopting unit is a state, might not domestic pressures from 

societal groups also influence how and why the adopter adopts an innovation? 

Soule and Zylan (1997) examine diffusion across states and expand the repertoire 

of local factors that may contribute to how susceptible states may be to diffusion. 
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including organizational factors. However, they too neglect the potential effect of local 

societal pressures from the business commimity on a state's susceptibility to adopting an 

innovation. They find that intra-state factors such as race and gender politics and the 

disfranchisement of blacks made some states more susceptible to the diffusion welfare 

programs with work related eligibility requirements (Soule and Zylan 1997, p. 25). They 

find no effect of local economic factors such as the level of industrialization (measured as 

value added in the manufacturing sector) on the likelihood of adopting work related 

eligibility requirements and find no effect. However, they do not model the potential 

effect of business group pressures on a state's susceptibility of diffusion. 

A second and related limitation of the diffusion approach is that they have not 

considered how domestic or local factors could facilitate a less volimtziristic mechanisms 

of diffusion. Sarah Babb (1998) argues that the world cultural perspective proposed by 

John Meyer and colleagues needs to be modified to accommodate less than voluntaristic 

mechanisms of diffusion. She points out that a voluntaristic diffusion mechanism cannot 

account for the asymmetric diffusion of innovations from the world's core to the 

periphery rather than the other way around. She proposes that diffusion theory could 

explain such a phenomenon if diffusion theory were modified. She posits that diffusion 

processes are contingent on resource dependency. She argues that the diffusion of 

neoliberal ideas to Mexico was not entirely volimtaristic, nor was it completely coercive. 

Rather it can be explained as a result of Mexico's resource dependence on the U.S. in the 

1980s. Mexico's resource dependence made it particularly susceptible or vulnerable to 

ideas promoted by the IMF and the World Bank. Babb conceives of the Mexican State as 
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increasingly sensitive to the ideas and desires of the IMF and World Bank and yet 

insulated from domestic economic elite pressures. She does not consider how increased 

resource dependence of states on particular economic elite segments could also make 

states more susceptible to diffusion. 

Advantages of the International Political Economy Approach 

In contrast to the diffusion approach, the IPE approach considers whether 

domestic economic elite segments may make states more susceptible to neoliberal ideas. 

To put it another way, the IPE approach specifically calls for an empirical examination of 

pressure from domestic economic elite segments on political leaders. The IPE approach 

questions the assumption, made by Babb and other diffusion theorists (Soule and Zylan 

1997), that states are largely insulated from the domestic economic elite. Research on 

state policies shows the effect of economic elites and corporate mobilization on state 

policies (Akard 1992; Domhoff 1990; Prechel 1990). This research suggests that 

corporate mobilization could boost the political careers of politicians who favor a new 

corporate agenda at the expense of organized labor's political allies. The IPE approach 

considers the possibility that internal coercive pressures, such as pressure from new 

domestic economic elite segments, may affect the susceptibility of states to neoliberal 

reforms. 
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Why the Mexican Case? 

In The Comparative Method, Charles Ragin (1987, p. 76-77) argues that case 

studies at their best show "how and under what conditions" a variable or a set of variables 

result in a particular historical outcome. A case study is therefore well suited to 

exploring the mechanisms that link correlated variables. As noted above, it is widely 

accepted that declining union power is correlated with globalization and neoliberal 

reforms specifically. However, how neoliberal reforms might cause declining union 

power is debated. By conducting a case study, I hope to examine how and under what 

conditions globalization and neoliberal reforms depress worker benefits and hence, union 

power. The theoretical approaches outlined above propose mechanisms, or alternative 

"hows". I will use a case study of Mexico to explore the limitations of these mechanisms. 

The Mexican case is particularly relevant for two reasons. First, it is a case of 

declining labor union power in the semiperiphery. Mexico is one of the few 

semiperipheral country in which labor unions secured important worker benefits. 

Therefore, understanding declining union power in Mexico may help illuminate why 

labor unions would lose power even in the semiperiphery. Second, Mexico appears to 

challenge the market pressures and the IPE approach in ways that make it a good test of 

the scope and limitations of both of these approaches to globalization and union power. 

A Case of Convergence: Declining Worker Benefits in Mexico 

Worker benefits secured by labor unions have been on the decline in Mexico. 

Historically labor unions in Mexico sought worker benefits such as minimum wages 
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increases and worker-oriented social programs. Evidence suggests that both of these 

worker benefits have suffered recent losses. Labor scholars contend that Mexican unions 

have been disinterested in local contract negotiations and in regulating the local shop-

floor (Bayon 1997; Bensusan 1988; Collier 1992; de la Garza Toledo 1994; La Botz 

1988; Leyva Pina 1995; Middlebrook 1991; Middlebrook 1995; Samstad and Collier 

1995; Zapata 1995). For example, a recent study using a sample of 1000 collective 

contracts registered at the Federal Conciliation and Arbitration Board (Junta Federal de 

Conciliacion y Arbitraje - JFCA) concluded that contracts impose few restrictions on 

company control in the workplace.^ The unions that succeeded in imposing restrictions 

tended to impose only modest constraints on company decisions regarding the use of 

subcontracting, part-time employees and the use of productivity-linked wage incentives 

(Bouzas Ortiz and Garza 1998, p. 58-59). Hence, unions generally did not exercise much 

power in the workplace. 

Declining Minimum Wage 

Minimum wage is probably the single most important worker benefit in Mexico. 

o 

Employers use minimum wage as a benchmark to set wages. Zepeda uses data fi-om the 

late 1990s to show that wage levels cluster around multiples of minimum wage. He 

shows that minimimi wage is a particularly important benchmark for low-income 

workers. They tend to earn wages in two and three multiples of minimum wage. Thus, 

^ Bouzas and de la Garza (1998) use data from two studies to demonstrate that companies in Mexico rarely 
implement characteristics of work organization typical of a flexible workplace: the 1992 ENESTYC study 
and the UAM-I MIM study (p. 56-57). 
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declining minimum wages, disproportionately affects low to middle income earners. 

Minimum wage increases have also set the standard for acceptable contractual wage 

increases (wages negotiated between employers and labor leaders). In fact, minTmnm 

wage is often used by Mexico scholars to illustrate labor's power in Mexico (Delarbre 

1990, p. 31; Middlebrook 1995, Chapter Seven). 

[Figure 1.6 about here] 

Minimum wage trends over the past forty years can be divided into three periods. 

As Figure 1.6 shows, real minimum wage tended to increase between 1952 and 1976. 

After 1976, minimum wage declined in absolute terms, but also experienced volatility 

imtil 1987. Minimum wage fell dramatically between 1976 and 1977. It experienced 

another dip between 1982 and 1983 and again between 1987 and 1988. Minimum wage 

recovered slightly between 1980 and 1982 and between 1985 and 1987. In 1988, 

however, another period of relative stability began. Unlike the earlier period of stability, 

the latter period of stability has been characterized by a gradual decline in real minimum 

wage. Thus, after 1988, minimum wage never recovered. 

Declining Worker-oriented Social Programs 

Unions also lobbied for worker-oriented social programs in post-revolutionary 

Mexico.^ These social programs targeted formal sector workers who were more likely to 

be organized into unions. Between 1970 and 1982, the government expanded social 

* Eduardo Zepeda, "The Contribution of Declining Minimum Wage to increasing Wage Inequality in 
Mexico" presentation at Labor in the Americas, University of Arizona, 3/24/2001. 
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benefits available to formal sector workers and their families (Middlebrook 1995, p. 160). 

Worker-oriented social programs include state owned distribution centers for subsidized 

food staples (CONASUPO), a national health care system (IMSS), the housing program 

for workers (INFONAVIT), a program that issued small credits to workers (FONACOT) 

and a Workers' Bank. This trend partly reflects a general trend in social spending. Social 

sector spending as percent of GNP increased from 6 percent in 1971 to 9 percent in 1976. 

During the Lopez Portillo administration (1976-1982) it hovered at 8 percent. Between 

1982 and 1988, however, social spending as a percent of the GNP dropped to 6 percent. 

During de la Madrid's administration (1982-1988) social spending on health and 

education fell by about 25 percent (Middlebrook 1995, p. 258). 

Tlie national health care program, called the Mexican Social Security Institute 

(Instituto Mexicano de Seguro Social — IMSS), was one of the most important worker-

oriented social programs. By the late 1950s, IMSS provided health care to all workers 

working for legal employers that reported their earnings and expenses to the federal 

government, that is formal sector workers, and their families.During the 1970s, the 

quality of IMSS care improved. By the late 1980s, the quality of care available to 

workers and their families had declined. Table 1.1 illustrates, however, the declining 

quality of IMSS service that workers received at the state-funded health care facilities 

during the de la Madrid administration (1982-1988). The proportion of doctors to 

' The Mexican revolution began in 1910 and lasted for roughly twenty-five years. Analysts attribute the 
consolidation of the post-revolutionary regime to President Lazaro Cardenas (1934-1940) and often refer to 
the Mexican government since Cardenas as a post-revolutionary state. 

IMSS was founded in 1943. 
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potential IMSS clients decreased firom 1.25 doctor per 1000 potential patients in 1983 to 

1 doctor per 1000 potential patients in 1988. 

[Table 1.1 about here] 

The fate of the Worker's Housing Institute (INFONAVIT) was similar. In 

January 1972, Echevem'a inaugurated the National Workers' Housing Institute (Instituto 

del Fondo Nacional de la Vivienda para los Trabajadores - INFONAVIT) (Middlebrook 

1995, p. 224). However, De la Madrid made fewer resources available to INFONAVIT 

and allowed the average housing credit to decline (See Table 1.1). Funds and average 

credit sizes never returned to their pre 1982 levels. Figure 1.7 illustrates how the percent 

of the federal housing budget allocated to INFONAVIT declined during the 1980s. 

[Figure 1.7 about here] 

During the 1980s, financing for small loans to workers also declined. On April 3, 

1974, the government, in collaboration with the Labor Congress set up the National 

Mixed Commission to Protect Wages (Comite Nacional Mixto de Proteccion al Salario -

CONAMPROS) to help workers protect their consumer power. CONAMPROS 

distributed small loans to workers (STPS 1973, p. 62) through the Fund to Guarantee 

Worker Consumer Power (Fondo de Fomento y Garantia para el Consumo de 

Trabajadores - FONACOT). As Table 1.2 shows, however, the real value of funds 

available to FONACOT decreased between 1978 and 1988. In addition, the real value of 

credits per recipient and per beneficiary declined. 

[Table 1.2 about here] 
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Thus, since the early 1980s, unions have lost important non-contractual benefits 

including minimum wages and other worker-oriented social programs in Mexico. 

Mexico is, therefore, a case study of declining worker benefits in the semiperiphery. By 

explaining why labor lost worker benefits in Mexico, I hope to contribute to our 

understanding of how declining worker benefits are linked to globalization in non-core 

regions of the world. But there are other even more compelling reasons why the Mexican 

case is relevant. 

A Theoreticallv Strategic Case 

Charles Ragin points out that "the primary weakness of the case-oriented strategy 

is that it is open to the charge of particularism" (1987, p. 82). However, by using a 

theoretically strategic case, I hope to mitigate the relevance of such a charge. Mexico is a 

theoretically strategic case study for two reasons. First, Mexico is theoretically strategic 

because it is a deviant case. Deviant case studies can help refine theoretical models. The 

Mexican case provides an opportunity to refine the theoretical mechanisms of 

globalization that affect imion power because Mexico deviates firom the 'normal' 

conditions of the market pressures approach. The normal conditions of the market 

pressures approach are unions that derive their pov/er firom their organizational resources. 

Labor unions in Mexico do not tend to derive their power fi-om their organizational 

resources, but rather derive their power firom their access to the state. Second, Mexico is 

a theoretically strategic case because it exemplifies a particular theoretical mechanism. 

Mexico has been heralded as an example of the diffusion mechanism of globalization. 
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Mexico scholars view neoliberal reforms in Mexico as the result of global diffusion 

processes. Moreover, diffiision theorists point to Mexico as an exemplar of diffusion 

theory. Thus, the Mexican case is a strategic case for the IPE approach. It presents a 

particular challenge to the international political economy approach. 

Ragin argues that deviant cases can help unveil the conditions under which 

theories operate. Typically, we think of a deviant case as one which deviates from the 

'normal' outcome given certain conditions (Ragin 1987, p. 79). For example, after the 

Berlin wall fell in 1989, democratic movements overturned authoritarian regimes. Thus 

democracy became the 'normal' regime type outcome. Dictatorships and conununist 

countries after 1989 became the deviant cases because they diverged from the 'normal' 

outcome. But one could also imagine cases that deviate not from the normal outcome, but 

from the normal conditions. For example, if one posits that the 'normal' outcome 

democracy is related to a certain constellation of societal interests, a democracy that 

occurs without that constellation of societal interests would deviate from the 'normal' 

conditions of the theory. Thus, for every average relationship between X and Y, we can 

imagine an average set of conditions under which the relationship holds. However, if one 

is principally interested in exploring the process whereby variable X affects variable Y, 

then one is particularly interested in the range of conditions under which X affects Y. 

This makes a case which has the 'normal' outcome but deviates from the 'normal' set of 

conditions a good case with which to explore the conditions under which a given theory 

holds. Examining a case that deviates from the conditions of the theory may help reveal a 
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conjunctural aspect of the theory. Moreover, a case that deviates from the normal 

conditions can help determine the scope conditions of the original theory. 

Cases that exemplify a certain mechanism can serve as a uniquely difficult test for 

alternative mechanisms. Rational choice theorists have utilized theoretically strategic 

cases to this end with impressive results. For example, in his book Group Solidarity, 

Michael Hechter looks at an outcome (group solidarity) that conventional wisdom and 

scholars alike have presumed to be explained by a theoretical mechanism other than 

rational choice (i.e. altruism). He shows that a rational choice theory of group solidarity 

provided an equally plausible if not superior explanation of various instances of group 

solidarity. Thus, explaining cases that seem to exemplify one theory with an alternative 

theory can illustrate the viability of the alternative theoretical mechanisms. 1 will briefly 

review evidence that indicate Mexico deviates from the conditional norm of the market 

pressures approach and that it exemplifies the diffusion mechanism of globalization 

before outlining my methodology. 

Deviating from the Market Pressures Assumption 

The market pressure's approach assumes that labor's proximate source of power 

is its base of organizational resources. This assumption flies in the face of conventional 

wisdom regarding Mexico. Scholars studying Mexican unions generally characterize the 

principle source of union power in Mexico as labor's close alliance with the post-

revolutionary ruling party, the PRI (Bensusm 1998; Collier 1992; Middlebrook 1991; 
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Middlebrook 1995; Samstad and Collier 1995; Zapata 1995)." They de-emphasize 

labor's organizational resources as the source of power for Mexican unions. Middlebrook 

(1995), along with others (Bizberg 1990; Zapata 1995), argues that the post-revolutionary 

state, under the PRI's governance, built an enduring alliance with certain labor unions in 

the 1930s and 1940s-^^ I use the Mexican case to assess the conditions under which 

market pressures can explain declining union power. 

An Exemplar of Diffusion 

Mexico is considered a leading example of the diffusion mechanism of 

globalization. Not only is there a consensus among Mexico experts that diffusion 

explains why Mexico adopted neoUberal reforms, but diflftision scholars point to 

Mexico's adoption of neolibered reforms as a case that illustrates the diffusion 

mechanism. For example, the winner of American Sociological Association's dissertation 

award competition in 2000, Sarah Babb, used the Mexican case to propose several 

modifications to diffusion theory. According to this literature, Mexico exemplifies both 

tlie "spread of'consensual knowledge' among specialists" (Teichman 1995, p. 9) that 

typifies diffusion processes and the social network mechanism of diffusion. 

'' Labor experts concur that unions derive power from their relationship to the PRI/State. Interviews were 
conducted with Francisco Zapata 5/11/2000, Graciela Bensusan 5/31/2000, Enrique de la Garza Toledo 
6/13/2000, Carlos Garcia 5/18/2000, Ilan Bizberg 6/28/2000 and Alfonso Bouzas 5/26/2000. Kevin 
Middlebrook cautions, some unions have market-based power, personal communication, June, 5th, 2000. 

Their interpretation diverges from earlier analyses that emphasized the repressive side of the state's 
relationship with labor unions. Earlier portrayals characterize Mexican unions as controlled by the PRI 
dominated authoritarian state (O'Donnell 1973; Purcell 1975; Smith 1979). Both interpretations, however, 
place emphasis on the important role of the state in organized labor's relative autonomy and power. 
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One of the processes whereby scholars posit neoliberal policies have diffused is 

via emvdation of a new policy norm (Dcenberry 1990). Teichman describes these 

processes in Mexico as "both a process of emulation and a process of social learning" 

(Teichman 1995, p. 9). Centeno argues that "the socialization of decision makers 

regarding the appropriate rules for intemational relations and economic policy" (Centeno 

1995, p. 23) can explain the diffusion of neoliberal reforms to Mexico. 

Centeno also argues that social networks facilitated the diffusion of neoliberal 

policies to Mexico. He defines social networks as "the mechanisms through which these 

rules are taught and passed on" (Centeno 1995, p. 23). A group of American trained 

economists forged important social networks with American mentors and fellow students 

that helped legitimate neoliberal reforms to a young generation of Mexican political 

leaders. Thus, the neoliberal agenda adopted by the new political elite was favored not 

only by the intemational community of economic policy experts, but it was also 

approved, as Centeno points out, by the "ex-roommates of the new elite" (Centeno 1995, 

p. 24). This research links a shift in the Mexican State's policy agenda to the rise of an 

internationally educated political elite. 

Mexico scholars have also directly contradicted one of the central claims of the 

IPE approach. They discount the claim that pressure from economic elite can help 

explain why political leaders adopted neoliberal reforms (Babb 1998; Camp 1989). Even 

though they acknowledge the strong consonance between the technobureaucratic policy 

agenda and certain private sector interests, Mexico scholars discount the possibility that 

the technobureaucratic agenda owed its prominence to an emerging economic elite. 
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Centeno writes: "That the policies followed by the goveminent, at least in the short term, 

benefited shareholders of major banks more than they did the majority of the Mexican 

population is unarguable. But the origins of these policies are not to be found in 

instrumental links between the international capital and the elite..." (Centeno 1995, p. 

72). Similarly, Maxfield's analysis shies away from inferring an instrumental relationship 

between the economic elite and politicians. She "stresses policy 'currents' or 'networks' 

in which state and social actors with similar interests form implicit or explicit alliances to 

press for desired policies"(Maxfield 1990, p. 18). Thus she characterizes the relationship 

between the economic elite and fractions of the political elite as "reciprocal interaction" 

(Maxfield 1990, p. 21). She defines "policy currents or alliances...as loose coalitions of 

public and private sector actors brought together by the desire to push for or against a 

particular policy" (Maxfield 1990, p. 29). Teichman allows a wider berth of influence 

from the economic elite, but still argues that pressure from the economic elite is less 

important than the ideological predisposition of technocrats. She writes: "Their 

[technobureaucrats] neoliberal predisposition has been reinforced by ongoing contacts 

with the country's most powerfixl bankers and with historically close and ongoing 

relations with international financial institutions"(Teichman 1995, p. 211). 

Summary 

Tlie Mexican case is consistent with the converging trend towards declining union 

power. Because it is part of the semiperiphery, it offers an opportunity to consider why 

unions might lose power even in the semiperiphery. It is a theoretically strategic case 
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because it does not conform to the "normal" conditions of the market pressures approach 

and it exemplifies the diffusion globalization mechanism. The Mexican case presents an 

opportunity to explore the "outer limits" of the international political economy approach. 

If an IPE approach is a plausible explanation of the Mexican case, then it may also be 

plausible for many other cases much less clearly identified with the diffusion approach. 

Methodology and Dissertation Overview 

The dissertation seeks to explain why union power declined in Mexico. It reveals 

the conditions under which the market pressures approach may not apply and 

demonstrates the plausibility of an IPE approach to globalization and union power. 

Charles Ragin might describe my methodological approach as a "high-powered case 

study" (Ragin 1987, p. 74). Ln general, case studies 'interpret' or explain the particular 

outcome of that case. In my case, the particular outcome I am interested in explaining is 

declining union power. High-powered case studies remain committed to explaining the 

outcome exemplified in the case, but also add integrate variable oriented analyses. 

Variable oriented analyses disaggregate the case into theoretically defined variables that 

vary across geographic region or economic sector to examine the relationship between 

variables within the case. Tilly and Shorter's study of strikes in France (1974) 

exemplifies the high powered case study. They are primarily interested in explaining the 

rise of labor militancy in France. Nevertheless, they also statistically test the relationship 

between hypothesized variables by using data from France disaggregated by geographic 

regions. 
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I use a variable oriented approach to examine the market pressures approach in 

Part Two of the dissertation. In Chapter Two, I examine the globalization mechanism of 

the market pressures approach. I examine whether cross-sector and over time variation in 

market pressures (measured as privatization) can explain variation in the associational 

monopoly of Mexico's Labor Congress — the central labor organ in Mexico. I find that 

the globalization mechanism of the market pressures approach carmot explain labor's 

declining associational monopoly or union power in Mexico. Next I examine if the 

assumption made by the market pressures approach applies to the Mexican case. In 

Chapter Three I demonstrate that labor's organizational resources are not the proximate 

source of union power in Mexico. In Chapter Four, I demonstrate, instead, that labor's 

access to the state has been the proximate source of labor's power in Mexico. I conclude 

that in order to explain why labor lost power in Mexico, I need to explain why labor lost 

access to the state. 

I adopt a more interpretive mode in Part Three of the dissertation. I examine 

whether the international political economy approach could account for declining union 

power in Mexico. In other words, I examine whether a globalization mechanism other 

than the diffusion mechanism is plausible. Chapter Five examines the coalition of societal 

interests that supported Mexico's non-democratic regime for over thirty years. In Chapter 

Six, I find that the exogenous shock of global economic recession in the early 1970s 

unsettled the unity of the business community and unleashed corporate mobilization 

against the existing political leadership. In Chapter Seven, I find that new foreign 

Associational monopoly means tlie rate of labor union affiliation to a peak labor organ. 
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investment strategies in Mexico fiirther undermined intra-elite and intra-bureaucratic 

consensus. These chapters illustrate the globalization mechanisms posited by the IPE 

approach (see Figure 1.4). Finally, Chapter Eight demonstrates why intra-bureaucratic 

conflict undermined labor's access to the state. 

Part Three also examines three ways in which the IPE approach might differ from 

the diffusion approach. First, the IPE approach implies a close relationship between the 

economic elite and the state. Specifically it proposes that particular segments of the 

economic elite may be linked with particular factions of the bureaucracy. In contrast, the 

diffusion model assumes that the Mexican State and therefore political leaders are, for the 

most part, autonomous from pressure from the Mexican economic elite. The absence of 

economic elite mobilization and/or evidence that political leaders pursued policies 

opposed by mobilized elites would support the diffusion approach. Evidence of corporate 

mobilization from multiple economic elite segments and evidence that linked intra-

bureaucratic conflict to competing economic elite segments would support the IPE 

approach. In Chapters Six and Seven, I find evidence that supports the IPE approach. 

Multiple segments of the economic elite mobilized. I find that the policies that upstart 

factions of the bvireaucracy pursued were consonant with the interests expressed by 

highly mobilized segments of the economic elite. 

Second, the models imply different causal orders between the adoption of 

neoliberal reforms and changes in the institutions that structure state-labor relations. The 

diffusion model impUes that state labor institutions shifted after a new generation of 

political leaders — referred to as technobureaucrats - gained power and then adopted 
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neoliberal reforms. Thus, according to the diffusion model, I would expect changes in 

labor's access to the state to occur after 1982 - the year when a technobureaucrat became 

president. The IPE approach implies, however that state-labor institutions would shift 

during the technobureaucrat rise to power. The EPE approach suggests that reducing 

labor's access to the state may have been part of the new political elite's struggle to gain 

power. According to the IPE approach, I would expect changes in labor's access to the 

state to begin with the struggle for power within the bureaucracy. In Chapter Eight, I find 

that the institutions structuring state-labor relations changed both before and after the first 

technobureaucrat became president. 

Third, the models make different predictions about how the technobureaucrats 

would treat labor. The diffusion model implies that technobureaucrats treated labor 

according to their ideological commitment to neo-liberal economic policies. Therefore, it 

predicts that the technobureaucrats would be generally indifferent towards organized 

labor. In contrast, the IPE approach posits that technobureaucrats may have selectively 

pressured unions that had a close association with old bureaucratic factions. The 

evidence presented in Chapter Eight supports the IPE prediction. It demonstrates that the 

state did selectively attacked unions more closely associated with old factions of the 

bureaucracy. 
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Figure 1.1: The Market Pressures Approach 
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Figure 1.2 Sources of Union Power 
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Figure 1.3: The International Political Economy Approach 
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Figure 1.5: The Diffusion Approacli 
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Figure 1.6: Daily Minimum Wage in Mexico City 
(adjusted to 1978 peso) 
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Table 1.1: Indicators of Worker-Oriented Social Programs 
Year # IMSS doctor per 1000 Total Expenditure on Total Value of 

IMSS clients INFONAVIT (in biUions of FONACOT Credits 
pesos) (in billions of 

pesos) 
1978 1.07 6.2 2.4 
1979 1.18 9.2 2.6 
1980 1.14 11.7 2.8 
1981 1.14 10.5 3.0 
1982 1.24 11.0 1.8 
1983 1.25 7.4 .9 
1984 1.12 8.2 .9 
1985 1.07 9.7 1.1 
1986 1.09 9.1 .9 
1987 1.02 7.3 1.0 
1988 1 9.2 .5 

Source: Miguel de la Madrid, 1988, Sexto Informe de Gobierno, Anexo Estadistico, p. 133, 193, and 207 
Note: Peso denominations adjusted to 1978 peso. Dollar denominations adjusted to 1992. 

Table 1.2: Indicators of Worker-Oriented Social Programs 
Year Average peso value of Average peso value of FONACOT credit per 

INFONAVIT credits recipient 
1978 244 8,763 
1979 226 9,248 
1980 210 9,232 
1981 211 7,953 
1982 185 7,324 
1983 137 5,028 
1984 135 5,043 
1985 134 5,031 
1986 112 3,893 
1987 97 4,079 
1988 130 2,972 

Source: Miguel de la Madrid, 1988, Sexto Informe de Gobierno, Anexo Estadistico, p. 133, 193, and 207 
Note: Peso denominations adjusted to 1978 peso. Dollar denominations adjusted to 1992. 



Figure 1.7: INFONAVIT as a Percent of Housing Budget: 
1973-1994 
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Chapter 2 

Globalization as Market Pressures 

Historically, the vast majority of unions have afSliated with the Labor Congress 

in Mexico. However, since the mid-1980s, the percent of unions affiliated with the Labor 

Congress has declined. This decline indicates a debilitation of centralized labor 

bargaining in Mexico. Scholars associate centralized bargaining with a high degree of 

associationai monopoly (Golden 1993; Lange, Wallerstein, and Golden 1995). Although 

there are several measures of the organizational characteristics of centralized labor 

bargaining, Golden's (1993) research suggests that monopoly is the most important of 

these measure. Lange, Wallerstein and Golden (1995, p. 78) define associationai 

monopoly as the "extent to which unions are united in a single peak union association or 

divided among competing associations." Visser (1989) and Lange, Wallerstein and 

Golden (1995) propose the measure of associationai monopoly that I use here: the percent 

of all imions or all union members in the largest confederation. Thus, declining 

associationai monopoly of the Labor Congress suggests that centralized bargaining is 

fragmenting in Mexico. 

In this chapter, I examine whether the market pressures approach can explain why 

unions began to leave the Labor Congress. In doing so, I test the globalization 

mechanism of the market pressures approach. The market pressures approach posits that 

changes in the exposure to global market pressures could explain this trend. I test whether 

variation in market pressures can explain variation over time and across sectors in 
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associational monopoly. I examine predictions derived from two different market 

pressures models: the strategic choice model and the economic crisis model. Both models 

propose why increased exposure to market pressures would decrease associational 

monopoly. They propose slightly different mechanisms, however, for how market 

pressures would achieve this effect. 

Declining Associational Monopoly in Mexico 

The Labor Congress (Congreso de Trabajo - CT) is the most important peak labor 

organ in Mexico. Since 1966, the CT officially represented worker interests by 

participating in key government policy committees such as the National Tripartite 

Commission (Golden 1993; Lange, Wallerstein and Golden 1995). The National 

Tripartite Commission, which included business and labor representatives, resolved 

potential labor disputes and proposed economic development policies (Reyna, Zapata, 

Fleury, and Gomez-Tagle 1976, p. 102-103). One of the CT's primary tasks has been to 

head up labor's participation in national level minimum wage negotiations. CT 

representatives also bargained for broad based social services that benefited workers and 

their families. For decades, a high level of associational monopoly characterized the 

organization. As Table 2.1 illustrates, however, the CT has lost affiliates since the mid-

1980s. Figure 2.1 illustrates that imions across most economic sectors have left the CT. 

[Table 2.1 about here] 

[Figure 2.1 about here] 
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In 1997, several high profile unions defected from the CT and formed a rival 

labor organ called the UNT. Several service industry unions took an important step 

towards disaffiliating from the CT when they formed a new federation in 1990, the 

Federation of Goods and Services Unions (Federacion de Sindicatos de Empresas de 

Bienes y Servicios - FESEBES). FESEBES is a large federation, numbering over 

100,000 members. Although many of the individual unions remained affiliated with the 

CT, FESEBES explicitly did not affiliate with the PRI or the CT (Middlebrook 1995, p. 

296; Payne 1998; Sanchez Diaz 1994; Teichman 1995, p. 166). In 1996 the trend among 

unions to leave the CT accelerated. After acquiescing to deep cuts in minimum wage, the 

leaders of the Labor Congress feared opposition from its member organizations. They 

hoped to avoid confrontation with their rank and file and member affiliates by canceling 

the annual May Day parade in 1996. Nevertheless, twenty-four unions responded by 

organizing their own march in protest of the CT leadership. The network of unions who 

led the protest formed the Inter-Union Coordinator for May First (Coordinador 

Intersindical del Primer de Mayo - CIPM). After the protest, many of the CIPM members 

continued to talk about the future of Mexican labor. They called themselves the Forum 

on Unionism Facing the Nation, nicknamed the "Foro" (Payne 1998). Their discussions 

culminated in August of 1997 when seventeen unions decided to split from the CT and 

form the National Workers Union (Union Nacional de Trabajadores —UNT). By 

earlyl999, over 100 other unions had joined the UNT. This chapter seeks to explain why 

so many imions left the Labor Congress. 
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Models of Associational Monopoly Derived from the Market Pressures Approach 

In general terms, the market pressures approach predicts that an increase in 

exposure to market pressures will prompt imions to leave their peak labor organs. This 

claim is supported by findings that link fiagmented union bargaining to global economic 

integration, a process that exposes companies and unions to intensified market pressures 

(Fox Piven 1992; Katz 1993; Pontusson 1992a). But scholars propose several ways that 

increased exposure to market pressures may weaken the associational monopoly of peak 

union organs. I look at two such models, the strategic choice model and the economic 

crisis model. Both models propose alternative reasons why an increase in exposure to 

market pressures, such as that experienced by privatizing companies, may lead unions to 

leave peak union federations, such as the Labor Congress. 

The Strategic Choice Thesis 

The "strategic choice" model posits that exposure to market pressures affects 

unions via the strategic choices that corporations make (Kochan, Katz, and McKersie 

1986). According to this perspective, when companies are faced with trying to survive 

without protections from markets, they make strategic choices to adapt to fluctuating 

market conditions. Scholars identify two such strategic choices that can decrease the 

associational monopoly of a peak labor organ. Both of these strategic choices are 

common strategies of privatizing companies. 

First, companies may decentralize their management. This entails delegating 

decision-making power from national or regional headquarters to plant level 



management. Doing so may make centralized bargaining less appealing to unions 

(Purcell and Ahlstrand 1989). For example, Piore and Sabel (1984) argue that companies 

responded to global economic competition by decentralizing management as a means to 

seek greater flexibility in production processes. Sabel describes this new ideal form of 

flexible labor relations as "disciplined discussions that allow the actors to leam from and 

monitor each other in a way not permitted by contracts or hierarchies" (Sabel 1995, p. 8). 

Sabel (1995) argues that companies stimulated more collaborative (flexible) work 

environments by decentralizing management. According to these scholars unions might 

opt out of centralized bargaining because centralized bargaining might not give unions 

the flexibility demanded by new company management strategies. Thus, decentralized 

union bargaining may be a byproduct of decentralized management and the adoption of a 

flexible specialization management model. Katz points out that (1993, p. 14-15) 

declining associational monopoly can be an unintended consequence of corporate 

decisions to decentralize management on union bargaining (Purcell and Ahlstrand 1989). 

Second, companies may try to respond to new market conditions by emphasizing 

shop floor decision-making in the labor process. Doing so makes companies less willing 

to negotiate contracts at the company wide, regional or national level. Labor research 

indicates that the growing pressures to adjust production processes to market demands 

elevated local plant-level decision-making over centralized labor-management 

agreements (Locke, Kochan, and Piore 1995; Thelen 1991; Turner 1991). Thus, in his 

review essay, Katz (1993) argues that the available evidence best substantiates the claim 

that "the rise in the importance of work organization and shop floor issues has led to 
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decentralization in collective bargaining" (p. 14). Thus, either of these strategic 

responses by companies to increased exposure to market pressures may put pressure on 

unions to leave peak union organs. 

One of the principle ways that companies have been exposed to greater market 

pressures is via privatization. When companies are wholly or even partially owned by 

the state, as was the case in Mexico, they coimt on the state for part of their income. 

Thus they do not solely depend on the market for their income. Once privatized, 

companies have to adjust their production and prices to market fluctuations in order to 

survive. Privatization constitutes a particularly intense change in exposure to market 

pressures. Thus, an analysis of the relationship between privatization and associational 

monopoly is a good test of the effects of changes in market pressures on associational 

monopoly. 

Those managing privatizing companies tend to make both of the strategic choices 

described above. They decentralize management and place greater emphasis on the 

importance of shop-floor decision-making. For example, when states divest themselves of 

managerial responsibilities, they break up the state's monopoly over management 

decision-making (Biersteker 1992; Ramamurti 1991; Ramanadham 1993). Thus, almost 

by definition, privatization decentralizes management.' Moreover, one might expect that 

the importance of shop-floor decision-making would dramatically increase in previously 

state-owned enterprises. State enterprises tend to concede more to unions than do 

comparable private companies. Production processes may be more controlled by 



78 

collective contracts in state enterprises. Thus, I would expect that privatization might 

depress associational monopoly, in part, because it would increase the importance of 

shop-floor decision-making. I hypothesize, therefore, that privatization may have a direct 

effect on associational monopoly because privatizing managers decentralize their 

decision-making and because they place greater importance on flexible shopfloor 

decision-making regarding the production process. Figure 2.2 represents this prediction 

with arrow la. 

Hypothesis 1: Privatization in a sector will decrease the level of associational monopoly 

in that sector. 

The Economic Crisis Thesis 

Another formulation of the market pressures approach is the "economic crisis" 

thesis. According to this approach exposure to market pressures can make companies 

feel like tliey are facing an economic crisis. Companies may respond to crisis by trying 

cut labor costs. Research suggests that workers in economic sectors that experienced a 

greater exposure to market pressures as a result of market oriented reforms were more 

disadvantaged thsin workers in other sectors (de la Garza Toledo and Pries 1997; Drake 

1996; Seidman 1995; Swenson 1991; Swenson 1991a). They predict that workers in 

sectors that lost tariff protections or sectors that experienced a great deal of privatization 

' Some research on privatization indicates that privatization does not necessarily break up large monopoly 
enterprises, such as public utilities (Biersteker 1992; Ramamurti 1991). Nevertheless, privatization does 
necessarily redirect union strategy from state economic policy to individual corporations. 
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would be more likely to lose jobs and experience wage cuts.^ In contrast, workers in 

sectors that experienced less dramatic change in exposure to market pressures when 

market oriented reforms were introduced, such as the export-oriented sectors, wovdd be 

more likely to benefit from market reforms. Privatization might depress worker benefits 

either before or after state divestment. For example, the State might prepare enterprises 

for sale by reducing production costs. This could result in job and wage cuts. According 

to this line of reasoning, I make the following prediction. Figure 2.2 represents this 

prediction with arrow 1. 

Hypothesis 2: Privatization in a sector will decrease job growth and wages in that sector. 

According to the economic crisis thesis, therefore, I expect that worker benefits in 

privatizing sectors will decrease more than worker benefits in non-privatizing sectors of 

the economy. Alternately, I predict that the greater the privatization experienced by a 

sector, the greater will be the decline in worker benefits. 

Streeck (1984) proposes that declining worker benefits will have a direct effect on 

associational monopoly. He argues that unions may opt out of centralized labor 

bargaining and therefore peak labor organs. He identifies unemployment as a key 

indicator of economic crisis and posits that during "slack labor markets" or periods of 

high unemployment, workers may shift their allegiance from their union to their firm. 

~ Private industry workers have also been disadvantaged by market-oriented reforms. Indeed, workers in 
small and medium sized companies have been disproportionately hurt by post 1982 market-oriented 
reforms in Mexico. However, in Mexico, small and medium producers are less likely to be unionized than 
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During periods of economic crisis, thus, workers may defect from centralized union 

bargaining and thierefore leave peak union organs. Western's research confirms Streeks 

proposition. He shows that unions in countries with growing unemployment were more 

likely to decentralize union bargaining than unions in countries with steady or declining 

unemployment rates (Western 1997, p. 172). Unemployment rates are relatively 

imprecise indicators of slack labor movements in non-core countries. This is because 

non-core countries typically have high rates of under-employment that are not captured 

by unemployment indicators. In other words, slack labor markets typify the labor markets 

in non-core countries. Thus, the trend in jobs and wages is a better indicator of how 

dependent employers are on workers in non-core countries. I expect associational 

monopoly would fall in sectors that experienced declining worker benefits. Arrow 2a in 

Figure 2.2 represents this prediction which I subsequently refer to as h>^othesis 3. 

Hj^othesis 3: Declining worker benefits will decrease associational monopoly. 

Others argue that declining worker benefits, such as job and wage cuts affect 

associational monopoly via their effect on labor militancy. Declining worker benefits can 

disillusion workers and union leaders with centralized bargaining Workers and union 

leaders may therefore mobilize in protest of the leaders of central labor organs and 

eventually abandon existing peak union institutions (Cawson 1986; Lehmbruch and 

Schmitter 1979; Schmitter and Lehmbruch 1982, p. 275; Western 1997, p. 171). The 

larger producers are (de la Garza Toledo 1998). Therefore unions representing workers in small or medium 
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experience of unions ia Britain and Ireland appear to fit this model. Local unions in 

Britain and Ireland went out on strike to show their dissatisfaction with central union 

leadership when centralized wage agreements failed to sustain wages (Hardimann 1988; 

Regini 1984). As a result, they decentralized union bargaining. According to this 

formulation of the economic crisis thesis, I would expect that wage and job losses would 

first increase labor militancy (arrow 2 in Figure 2.2). Second, I would expect that labor 

militancy would decrease associational monopoly (arrow 3 in Figure 2.2). This 

relationship is confirmed by Western who finds a delayed and modest relationship 

between active labor mobilization and decentralized union bargaining (Western 1997, p. 

173). I make the following two predictions. Arrow 2 in figure 2.2 represents the fifth 

hypothesis. Arrow 3 in Figure 2.2 represents the sixth hypothesis. 

Hypothesis 4: Declining worker benefits will increase strikes. 

Hypothesis 5: Rising labor militancy will decrease associational monopoly. 

Analyzing the relationship between privatization and key organizational 

characteristics of labor union institutions extends the reach of research on privatization. 

Prior research on privatization does not concentrate on how privatization may influence 

labor relations. It tends to evaluate whether privatization improves industrial efficiency 

(Ramamurti 1991; Ramanadham 1993; Vemon 1988). A few privatization researchers 

mention the importance of examining potential social costs of privatization, but they do 

companies have less potential explanatory power for why unions left the CT. 
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not focus on labor (Biersteker 1992; Ramamurti 1991; Ramanadham 1993). Others have 

argued that some states privatize in order to weaken public sector unions (Aharoni 1988, 

p. 37; Hanke 1987, p. 1-3; Teichman 1995) and that market-oriented reforms such as 

privatization affect workers and labor unions in particular (Nelson 1992, p.244-249; 

Roxborough 1989). But, even those who do consider the social impact of privatization 

have not examined how privati2:ation affects union affiliation to peak union 

organizations. 

The possibility that privatization may be related to the debilitation of peak union 

organizations has garnered recent scholarly interest among Mexicanists (de la Garza 

Toledo 1993; de la Garza Toledo 1994; de la Garza Toledo 1998; Middlebrook 1991; 

Otero 1996; Teichman 1995; Valdes Ugalde 1996).^ Judith Teichman's (1995) 

comprehensive analysis of privatization and labor relations in Mexico, demonstrates a 

link between privatization and a loss of union power. The collection of privatization 

studies edited by De la Garza (de la Garza Toledo 1998) illustrates that unions struggled 

to maintain negotiating leverage in the face of managerial initiatives to radically change 

labor relations. A host of other case studies confirm that privatization tended to debilitate 

union capacity to control workplace conditions (Barbosa 1993; Bouzas Ortiz 1996; 

Contreras, Covarrubias, Ramirez, and Sariego 1998; de la Garza Toledo 1998; 

Gershenson 1987; Gomez Tagle 1980; Herrara Lima 1993; Leyva Pina 1995; Leyva Pina, 

Lopez, and Molina 1998; Mendez and Veloz 1995; Novelo 1991; Othon Quiroz Trejo 

^ By 1982, Mexican State investments ranged from sole ownership to majority ownership, and after 1982 
included minority ownership in a diverse array of industrial enterprises (Teichman 1995). I define 
privatization as sale of state owned as well as partially state-owned companies. See Beirsteker (1992) for 
more discussion on defining privatization. 
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and Mendez 1993; Perez Perez 1995). These case studies illustrate how privatization led 

to a loss of collective bargaining leverage of CT affiliates at the plant level. With the 

exception of Teichman and De la Garza, however, these studies tend to be based on 

micro-level case studies of privatizing enterprises. None include statistical analyses. 

Data 

I use national level data disaggregated by economic sector in conjunction with 

case studies of companies that privatized to assess the two models derived from the 

market pressures approach. 

Dependent Variable: Associational Monopolv 

I use associational monopoly as my dependent variable because unlike the level at 

which bargaining occurs, associational monopoly can be disaggregated within a single 

country. At any given time, countries may only receive one score for the degree to which 

union bargaining is centralized (Wallerstein, Golden and Lange 1997). While the level at 

which bargaining occurs is an important measure of centralized union bargaining, it is 

less helpful in a single country study. Cameron and Schmitter both measure monopoly 

with a global score of monopoly, such as the number of confederations and their affiliates 

in each coxmtry. This measure is ill-suited to an analysis of decentralized imion 

bargaining in a single case study. Visser (1989) and Lange, Wallerstein and Golden 

(1995) propose measures that do, however, allow disaggregation within a single country. 

They measure centralized labor bargaining as the percent of unions affiliated with the 
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peak labor organ, or the associational monopoly of the peak labor organ. This measure, 

associational monopoly, allows me to disaggregate the measure by geographic region or 

economic sector. 

Data on associational monopoly is taken from a manuscript entitled Estructura de 

la Poblacion Trabajadora y de los Sindicalizados en Mexico al Final del Siglo XX 

written by Fransisco Javier Aguilar Garcia, a professor of economics at the UN AM (The 

National Autonomous University of Mexico). This is the best available data on 

associational monopoly disaggregated by economic sector. The Ministry of Labor does 

not publish most of its data related to the size and distribution of the imionized work 

force. Thus, it is very difficult to acquire observations of associational monopoly over 

time. It is even more difficult to acquire a data set disaggregated by economic sector. 

Aguilar Garcia worked for the Ministry of Labor during the 1980s and 1990s. He 

compiled data on the associational monopoly of the Labor Congress disaggregated by 

economic subsector for the years 1986, 1993 and 1997 from internal Ministry of Labor 

records. This is the first quantitative analysis to utilize this associational monopoly data. 

Independent Variables 

The Strategic Choice Variable: Privatization 

From 1983 to 1993, the number of Mexican enterprises with state investments 

declined from 1,058 to 209 (Teichman 1995). However, privatization was not evenly 

distributed across economic sectors. I use different indicators of privatization for different 

levels of disaggregation of the dependent variable. At the level of nine broad economic 
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sectors I use several indicators of the size of the public sector taken from the Sistema de 

Cuentas Nacionales published by the Institute Nacional de Estadisticas Geograficas 

(INEGI). I use 1) the public sector's gross sector product (or the product of public 

enterprises disaggregated by economic sector subsequently referred to as the public 

GSP); 2) the number of public sector jobs to estimate the relative size of the public 

sector; 3) the percent of an economic sector's gross sector product (subsequently referred 

to as GSP) contributed by public enterprises (or the public GSP divided by the GSP); and 

4) the annual rate of change in the number of public sector jobs. I calculate the rate of 

change as the difference in the number of public sector jobs between the current year and 

the prior year divided by the number of public sector jobs in the prior year. 

At the level of economic subsectors, I am forced to use a much cruder indicator of 

privatization because the above indicators are not disaggregated at the subsector level.'^ I 

measure privatization as the number of enterprises that privatized in each subsector. I 

also created a dummy variable to code sectors as privatizing if they experienced any 

privatization. I used the list of enterprises that privatized from "Entidades del Sector 

Publico Desincorporadas hasta 1993" in Sistema de Cuentas Nacionales de Mexico. 

Cuentas de Produccion del Sector Publico 1990-1993 (Mexico, D.F.: INEGI, 1994) to 

code subsectors in these two ways. 

* By subsectors, I mean the 16 manufacturing subsectors. Associational monopoly was not disaggregated 
for the subsectors of other 9 broad economic sectors. 
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Economic Crisis Variables 

I used two indicators of worker wellbeing: the annual rate of change in the 

number of jobs and the median annual remuneration (subsequently referred to as wages). 

Data on both indicators could be disaggregated at both the broad economic sector and 

subsector level. Data for both indicators came from the Sistema de Cuentas Nacionales, 

collected and published by INEGI. In order to interpret the results in a more 

straightforward manner, I adjust the wages for inflation to the 1994 peso value. 

I measure labor militancy as the number of strike petitions registered in a sector-

year. Strike petitions are the best indicator of labor militancy because they are not 

censured by the strike approval process. In Mexico, Conciliation and Arbitration Boards 

(CABs) must approve strike petitions in order to legalize a strike. Since the late 1960s, 

only about 2 percent of all strike petitions registered at the federal level are approved.^ 

Because there are many more strike petitions than strikes, strike petitions are a better 

indicator of labor militancy. Strike petitions were drawn from various years of the 

Ministry of Labor Annual Reports.^ 

^ Middlebrook's (1995) research suggests that the number of strike petitions on average predict the number 
of strikes (Figure 5.2, p. 170). However, the sectors in which strikes are permitted may vary from year to 
year. 
® Federally registered strike petitions were taken from the following reports: Estadisticas Laborales 1991 
(Mexico: D.F.: STPS)p. 91-93, Cuadro V.I.3.; Estadisticas Laborales 1995 (Mexico, D.F.: STPS), p. 160-
162, Cuadro V.1.3; Estadisticas Laborales 1998 (Mexico: D.F.: STPS). p. 78-79, Cuadro V.1.2; STPS. 
1976. "Memoria de Labores." Secretaria de Trabajo y Prevision Social, Mexico D.F. STPS. 1977, Cuadro 
No. 14; "Informe de Labores." Secretaria de Trabajo y Prevision Social, Mexico D.F. STPS. 1978; 
"Informe de Labores." Secretaria de Trabajo y Prevision Social, Mexico D.F, Cuadro No. 15. Data on 
strike petitions is only available through 1996, therefore I was unable to analyze the relationship between 
strikes and associational monopoly in 1997. 
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Methods 

I examine the relationship between privatization and associational monopoly 

(hj^othesis 1) in three ways. To test hypothesis I, I use data disaggregated at the 

subsector level.' First, I test whether the mean associational monopoly in privatizing 

sectors (sectors coded with the dummy variable as privatizing) is significantly lower than 

the mean associational monopoly in non-privatizing sectors. I test for a difference in 

mean associational monopoly using a T-test. Second, 1 examine whether the mean rate of 

decline in associational monopoly between 1986 and 1993 is higher for the privatizing 

sectors than the non-privatizing sectors. I examine both the mean rate of decline between 

1986 and 1993 and the mean rate of decline between 1986 and 1997. According to the 

strategic choice model, I predict that the mean rate of decline in the percent of unions 

affiliated with the Labor Congress will be greater in privatizing sectors than ia non-

privatizing sectors. 

Third, I conduct an Ordinary Least Squares (OLS) regression analysis to test 

whether associational monopoly decreased in a sector-year as the number of companies 

that privatized in a sector-year increjised. Because the data set is a pooled time series, the 

unit of analysis is a sector-year. Thus I am examining both change over time within a 

sector and change across sectors within a given year. According to the strategic choice 

model I predict that the greater the number of companies privatized in a sector-year, the 

' The observations of associational monopoly for five of the nine broad economic sectors is not reh'able. 
Therefore I cannot conduct statistical analyses that include the variable of associational monopoly with the 
more fine grained indicators of privatization (the number of public sector jobs and the gross sector product 
contributed by public enterprises). 
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greater the decrease in associational monopoly in a sector-year should be. First, I 

examine the effects of the number of companies that privatized in a sector on the rate of 

change in associational monopoly between 1986 and 1993. In order to correct for 

heteroskedasticity, I model this relationship using robust OLS coefficients. I also 

examine the effect of the number of companies privatized on over time and cross-sector 

variation in associational monopoly.^ In both analyses, I controlled for the relative size of 

the sector by using the number of jobs in each sector-year. I found no substantive 

difference between the results in the simple and more complex models. Therefore I 

present the simple model in the text. 

Next I turn to the hypotheses derived from the economic crisis thesis. I begin by 

testing whether privatization depressed worker benefits (hypothesis 2). I first test the 

hypothesis with data disaggregated at the subsector level. I examine whether the mean 

wages in privatizing subsectors is significantly lower than the mean wages in non-

privatizing economic subsectors. Next I examine whether mean wages in a subsector-year 

decreased as the number of companies that privatized increased in each subsector-year. I 

use a random effects model to estimate the effect of the number of companies privatized 

* Because the data set is a pooled time series, I initially modeled each of the hypothesized relationships 
using random and fixed effects models. Then I tested whether OLS regression analysis could be ruled out. 
I did this by examining the Breusch and Pagan Lagrangian multiplier test for random effects. This test 
indicates whether the error terms for within unit variation over time are correlated. When they are 
uncorrelated, OLS estimates and standard errors are reliable and therefore OLS regression analysis can be 
used instead of the random or fixed effects models. OLS regression analysis is better than the random 
effects or fixed effects models in that they use one less degree of freedom and are therefore more efficient. 
Therefore when the Breusch and Pagan Lagrangian multiplier test for random effects was insignificant, I 
use OLS regression rather than either the random or fixed effects models. When the Breusch and Pagan 
Lagrangian multiplier test for random effects was significant, however I used either the random or fixed 
effects models. In this case the test was insignificant, indicating that OLS assumptions could be met and 
that I could use OLS regression analysis. Therefore, I present OLS regression results. 
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in a subsector-year on the mean wages of a subsector-year controlling for the relative size 

of the subsector.'° I controlled for the relative size of the subsector-year with the number 

of jobs. 

I also examined hypothesis 2 with a larger data set using annual observations of 

the privatization indicators and the worker wellbeing measures disaggregated by nine 

broad economic sectors between 1984 and 1998. I estimate 2 models: one predicting 

wages and one predicting job growth rate. I use a fixed effects model to examine whether 

changes in the percentage of the GSP contributed by public enterprises and changes in the 

growth rate of the number of public sector jobs can explain changes over time and within 

sector in mean wages. I use a random effects model to examine whether these same 

privatization indicators explain variation over time and across sectors in the job growth 

rate of each sector-year. 

Next I test hypothesis 3. The third hypothesis predicts that declining worker 

benefits will decrease associational monopoly directly. I use OLS regression analysis to 

test whether a decrease in the rate of change in the number of jobs in a subsector-year and 

a decrease in subsector-year wages is associated with a decrease in the associational 

monopoly of that subsector-year. Because the effect of declining worker benefits on 

associational might be delayed by union bureaucratic processes, I also examine whether 

' Several observations were influential, with DIPT statistics above the .38 cut off point, but deleting them 
had no substantive effect on the results. 

When the Breusch and Pagan Lagrangian multiplier test for random effects was significant, indicating 
that random or fixed effects models should be used, I then determined which one of the latter models was 
more appropriate. I did this by using the Hausman test. The Hausman test tests for a significant difference 
between the fixed effects and random effects coefficients. When it is significant, it indicates that only the 
fixed effects coefficients are accurate. Therefore, whenever the Hausman test was insignificant, as it was in 
this case, I report the random effects model. 
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the effect of worker benefits on associational monopoly occurred a year or two years after 

a decline in worker benefits. 

Some variants of the economic crisis thesis posit that declining worker benefits 

affect associational monopoly via their affect on labor militancy. I first test whether 

worker benefits has a direct effect on labor militancy (hypothesis 4). I use the data 

disaggregated at the 9 broad economic sector level. Hypothesis 4 states that a decrease in 

wages and the rate of change in the number of jobs in each sector-year should increase 

the number of strike petitions registered in that sector-year. I test hypothesis 4 using the 

data disaggregated by nine broad economic sectors between the years 1984 and 1998. I 

use random effects models to examine the relationship between worker wellbeing and 

labor militancy. Then I test whether an increase in labor militancy decreases 

associational monopoly (hypothesis 6). I can return to the data disaggregated at the 

subsector level for this analysis. I use OLS regression to test whether the number of 

strike petitions in a subsector-year reduced associational monopoly in the corresponding 

subsector-year. I also model whether the number of strike petitions, controlling for the 

rate of change in the number of jobs in each subsector-year and the wages of a subsector-

year, reduce associational monopoly. 
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Analysis 

Descriptive Evidence 

The Strategic Choices of Privatizing Companies 

Previous research indicates that privatizing companies in Mexico made the two 

types of strategic choices that the strategic choice perspective expects them to make. 

Teichman shows that many public enterprises decentralized management as large state 

enterprises were sold off. For example, the state broke up the oil giant, PEMEX, in order 

to privatize it one part at a time. Thus, the management of PEMEX decentralized as a 

result of privatization. 

The management of companies that privatized in Mexico also tended to place 

greater importance on shop-floor decision-making. Specifically, they tried to eliminate 

any restrictions established in collective contracts on the production process. Table 2.2 

illustrates the range of changes to collective contracts that privatizing management 

proposed in order reduce union control at work. These changes were designed to 

enhance the ability of company managers to accommodate changes in market conditions 

by making changes in the production process at the shop-floor level. 

[Table 2.2 about here] 

Bouzas and de la Garza review the literature on contract changes in Mexico and 

argue that the unions that experienced the greatest losses in their control over the 

production process were the unions representing workers in the para-state industry 

(Bouzas Ortiz and Garza 1998, p. 60, 94). For example, in 1988 the unions representing 

flight attendants, grounds workers and pilots in the airline industry conceded to contract 
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changes that gave workers less control over work schedules, reduced incentives for 

seniority pay and encouraged horizontal job transfers over vertical promotions. As a 

result, workers could no longer specialize in one area and had to perform multiple tasks 

on the job (Leyva Pina, Lopez and Molina 1998, p. 62-69). The union representing 

workers at the state-owned auto company, DINA, conceded to eliminating contract 

clauses that allowed workers to regulate production pace and that gave unions control 

over job assignments, the use of temporary workers and the number of non-unionizable 

jobs (Herrara Lima 1993; Herrera Lima 1998). Unions at two of the state-owned steel 

plants. Altos Homos de Monclova (AHMSA) and Siderurgica Lazaro C^denas-Las 

Truchas (Sicartsa), mobilized and then conceded to massive layoffs and contract changes 

that would reduce union control in production processes, hiring, firing and subcontracting 

decisions (Peiro 1998, p. 265-268). Thus, the management of para-state enterprises 

tended to make both the strategic choices that the strategic choice perspective would 

expect them to make. 

Privatization and Associational Monopoly 

Preliminary analyses suggested to me that the relationship between privatization 

and associational monopoly was not straightforward. I examined the effects of 

privatization on imions representing workers in the fourteen largest para-state 

enterprises.'' I coded the unions representing the workers in these companies according 

'' I defined the largest privatizing companies as those companies that a leading business magazine, 
Expansion, ranked in the top twenty para-state enterprises over a sixteen-year period. These enterprises are 
among Mexico's largest companies. All of these companies ranked among the 60 largest companies in 
Mexico between 1974 and 1990. Five of the top 20 companies have not yet experienced significant 
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to their afBliation to the Labor Congress. Table 2.3 displays the results of this coding. I 

found that unions in only 4 of these 14 companies left the Labor Congress. 

[Table 2.3 about here] 

According to the strategic choice thesis, one would expect that the majority of the 

unions that joined the UNT (the alternative to the Labor Congress) might be from the 

para-state sector. However, as the two pie charts in Figures 2.3 and 2.4 illustrate, the 

majority of both locally and federally registered unions in the UNT, represented workers 

in non-privatizing economic sectors. Non-privatizing sectors are economic sectors that 

never had much public sector investment to begin with. In contrast, state dominated 

privatization and another closed down. Thus, the sample of public enterprises that experienced privatization 
narrowed to 14. 

For the analysis of the distribution of UNT unions across sectors, I defined privatizing sectors as broad 
economic sectors in which both the percent of the gross sector product contributed by the public sector and 
public sector employment declined after privatization began. Public employees include workers who work 
for state related entities but don't work directly for the state. Special labor regulations apply to the latter 
group of state employees, such as teachers, bank tellers and health workers, categorized as Division B 
employees. Because almost all workers who work in the state-subsidized industries are categorized as 
Division A. I confined my analysis to Division A public employees. I set the start date of the post-
privatization period as the year after the first privatization in each sector. Defining the post-privatization 
period in this way gives a conservative estimate of the effects of privatization, since privatization did not 
generally have strong effects right after it began. Based on this definition, I coded mining, manufacturing, 
and transportation and communication as privatizing sectors. In addition, I coded the financial sector as a 
privatizing sector even though the percent of the gross product contributed by the financial sector did not 
drop after privatization began. The percent of the financial sector's gross product contributed by the public 
sector remained high until 1991, at which point it plummeted fi-om 15 percent to 4 percent in 1992. 
Although a few financial institutions were privatized as early as 1986, the majority of the public banks 
were not privatized until 1991 and 1992.1 don't include commerce as a privatizing sector even though they 
too e.xperienced a sharp drop in public sector employment growth rates because the public sector was never 
an important contributor to the gross product of that sector. Therefore, the aggregate trends in wages, 
employment or strikes for the sector are unlikely to reflect effects of privatization. I identified state-
dominated sectors as those in which the state's contribution to that sector's GDP was at least 99 percent 
and in which no companies were privatized. I coded electricity and petroleum as state-dominated 
industries. Non-privatizing sectors include sectors in which there was no apparent drop in the proportion of 
the sector GDP contributed by the state. I coded agriculture, construction and commerce, as non-
privatizing because the proportion of their GDP contributed by the state was less then zero both before and 
after 1988. I coded services as non-privatizing because the average proportion of that sector's GDP 
contributed by the state actually rose after 1988.1 categorized manufacturing sub-sectors as privatizing if a 
single enterprise was privatized in that sub-sector and non-privatizing if they had no privatization. This 



94 

sectors are sectors that have historically and remain dominated by the state. These 

preliminary investigations suggested that the relationship between privatization and 

associational monopoly were not as strong as the market pressures approach would 

expect them to be. 

[Figures 2.3 and 2.4 about here] 

Bivariate scatter plots of the relationship between public sector growth rates and 

the growth rates of associational monopoly further complicate the picture. According to 

the strategic choice perspective I would expect that as public sector growth rates declined 

(or privatization advanced) in a sector, the associational monopoly of the Labor Congress 

in that sector would decline. Thus, I predict that the greater the rate of decline in the 

number of public sector jobs and the greater the rate of decline in public GSP, the greater 

the decline in associational monopoly. I also predict that as the rate of change in the 

percent of a sector's GSP contributed by public enterprises declines, the rate of change in 

associational monopoly will decline. Figure 2.5 represents these predictions graphically. 

I expect that the majority of the observations will fall in the bottom left hand or the top 

right hand quadrant of the bivariate scatter plots. Moreover, I predict that the data points 

should be arrayed more or less in a straight line. 

[Figure 2.5 about here] 

Figures 2.6, 2.7 and 2.8 plot the bivariate relationship between public sector 

growth rates and the rate of change in associational monopoly. At first glance, they 

appear to confirm the strategic choice hypothesis. As predicted, I find that three of the 

coding allowed me to examine the distribution of unions affiliated with the UNT across privatizing, non-
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four sectors fall in the lower left-hand quadrant in each of the three plots. For three of 

the four sectors, rate of change in associational monopoly decreased as the rate of change 

in the number of public sector jobs decreased (Figure 2.6) and as the rate of change in the 

public GSP decreased (Figure 2.7). In two of the three sectors for which there is data, 

associational monopoly also declined as the rate of change in the public sector's 

contribution to the GSP decreased (Figure 2.8).^^ The angle of the fitted lines are also 

consistent with the predicted angle. 

[Figures 2.6, 2.7 and 2.8 about here] 

Nevertheless, a closer look at the pattern over two periods of change raises 

questions about the relationship. Each plot displays two measures of change. The 

diamonds represent change between 1986 and 1993. The squares represent change 

between 1986 and 1997. Associational monopoly fell dramatically in both the 

manufacturing and the mining sectors between 1993 and 1997 without a concomitant 

decrease in the public sector. The mining and manufacturing sectors represent the 

observations in the lower left-hand quadrants that fall furthest away from both the X and 

Y axis. For example, the percent of unions affiliated with the Labor Congress fell from 

100 to 72 percent in 1993 and fell again to 58 percent in 1997. Nevertheless, between 

1993 and 1997, the mining sector experienced virtually no difference in the rate of 

change in the number of public sector jobs, the public sector GSP or the rate of change in 

the percent of the GSP contributed by public enterprises. 

privatizing and state-dominated sectors. 
The public sector GDP disaggregates the oil industry. However, the GSP data is not disaggregated for 

the oil industry. 
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Perhaps more notable is the fact that one sector - electricity - falls in the lower 

right hand quadrant. In the electricity sector, the public sector grew in both the number 

of public sector jobs and its product, but associational monopoly fell. Nevertheless, the 

percent of unions affiliated with the Labor Congress fell in the electricity sector from 93 

percent percent to 84 percent in 1993. Moreover, between 1986 and 1993, associational 

monopoly fell in the electricity sector more than it fell in the oil or manufacturing sectors. 

The percent of unions affiliated with the Labor Congress in the oil industry only fell from 

95 percent in 1986 to 91 percent in 1993. Similarly, the percent of unions affiliated with 

the Labor Congress in the mining sector only fell from 95 percent in 1986 to 88 percent 

in 1993 in the manufacturing sector. Thus the descriptive statistics raise more questions 

than answers about the relationship between privatization and associational monopoly 

and therefore about the predictions of the strategic choice perspective. 

Results of Data Analysis 

Tests of the Strategic Choice Thesis 

I test the strategic choice model (or hypothesis 1) by testing whether privatization 

decreases associational monopoly. Tables 2.4 and 2.5 present the results of the analyses. 

Table 2.4 reports the Mest results for a significant difference between the mean 

associational monopoly of sectors that experienced privatization and the associational 

monopoly of sectors that did not experience privatization. The mean associational 

monopoly here represents the mean associational monopoly of each sector at three points 

in time (1986, 1993 and 1997). It also reports the Mest for difference in the mean rate of 
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change m associational monopoly between 1986 and 1993 and between 1986 and 1997. 

The mean associational monopoly for privatizing sectors across 1986, 1993 and 1997 is 

86 percent and is not significantly different than the mean associational monopoly of 

non-privatizing sectors, which is 85 percent. Nor did privatizing sectors experience a 

higher rate of decline in associational monopoly than non-privatizing sectors. This was 

true for the rate of change between 1986 and 1993 as well as the rate of change between 

1986 and 1997. 

[Table 2.4 about here] 

Table 2.5 presents the OLS coefficients predicting associational monopoly. The 

two models presented in Table 2.5 both test hypothesis 1. Model 1 examines whether the 

number of companies that privatized in a sector had a significant effect on the rate of 

change in associational monopoly between 1986 and 1993. Although the coefficient is in 

the right direction, I find no significant effect of the number of companies that privatized 

in a sector on the rate at which associational monopoly declined between 1986 and 1993. 

Model 2 in Table 2.5 reports the OLS regression results determining whether the number 

of companies privatized in a sector-year can explain variation over time and across 

subsectors on the percent of unions affiliated with the Labor Congress. I find that for 

every additional company that privatized in a subsector-year, associational monopoly 

decreased by .62 -of a percentage point. The R-squared for model 2 indicates that the 

number of companies privatized explains 8 percent of the variation. These results taken 

together with the descriptive statistics do not, however, demonstrate the strong 
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relationship between privatization and associational monopoly predicted by the strategic 

choice thesis. This could be because market pressures work through their effect on 

worker benefits and labor militancy. 

[Table 2.5 about here] 

Tests of the Economic Crisis Thesis 

I first examine whether worker benefits declined more in sector-years that 

privatized than in sector-years that did not privatize (hypothesis 2). The first step of this 

analysis is to examine whether the mean wages in the 13 privatizing subsectors in the 

years 1986, 1993 and 1997 were significantly lower than the wages in the 4 non-

privatizing subsectors in the years 1986, 1993 and 1997. In Table 2.6 I report the t-test 

results. I found that the mean wages in privatizing sectors (302 pesos) were not 

significantly different than the mean wages in non-privatizing sectors (376 pesos). 

[Table 2.6 about here] 

Next I examine whether the more fine-grained indicators of privatization can 

explain changes in worker benefits. Model 1 in Table 2.7 examines whether wages 

declined more in subsectors that experienced a greater number of privatizations. In this 

analysis I use the data for the years 1986, 1993 and 1997 which is disaggregated by 19 

economic subsectors. The random effects model estimated in model 1 reveals that 

experiencing an additional privatization in a sector-year did not decrease wages after 

controlling for the size of the sector. 

Several observations influenced the coefficients. Their DFIT statistics were above the .38 cutoff point. 
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PTable 2.7 about here] 

Model 2 and 3 use the data for nine broad economic sectors between 1984 and 

1998 to estimate the effects of privatization on worker wellbeing. Model 2 examines 

whether the relative size of the contribution made by public enterprises to the GSP and 

the rate of change in the number of public sector jobs affects wages. The fixed effects 

model in model 2 indicates that neither the relative size of the contribution made by 

public enterprises to the GSP, nor the rate of change in the number of public sector jobs 

could explain variation over time (within sectors) in wages. 

Model 3 determines whether the relative size of the contribution made by public 

enterprises to the GSP and the rate of change in the number of public sector jobs affected 

the job growth rate in sector-years. The random effects model presented in model 3 

indicates that both of the indicators of privatization mildly increased the rate of job 

growth. Both coefficients are significant at the . 10 level, a low level of significance. 

They indicate that for each increase in the percent of a sector-year's GSP contributed by 

public enterprises, there was an increase of .04 percentage point in the job growth rate in 

that sector-year. In other words, a sector that experienced an increase from 4 percent of 

the GSP contributed by public enterprises to 5 percent, would experience an increase in 

the job growth rate of 4.5 percent. Similarly, for each one point increase in the annual 

rate of growth in the number of public sector jobs, there was a .05 percentage point 

increase in the job growth rate in that sector year. In other words, public sector growth 

stimulated jobs. If so, then one might expect that when the public sector decreases, so 

However, separate regressions deleting these observations did not significantly alter the substantive 
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does the number of available jobs. The data analysis indicates that privatization has a 

weak effect on job growth, but has no effect on wages. 

Next I examined Streek's prediction that declining worker benefits directly 

depresses associational monopoly (hypothesis 3). Models 1 and 2 in Table 2.8 present the 

results of OLS regression examining the effects of two worker benefits variables (the rate 

of change in the number of jobs and wages) on associational monopoly. Model 1 

indicates that nether the job growth rate nor wages lagged one year have a significant 

effect on associational monopoly. Moreover, model 1 accounts for a very small portion 

of the variance. The Rsquared is only .028 for model 1 

[Table 2.8 about here] 

Model 2 in Table 2.8 suggests that the effect of wages on associational monopoly 

may have a longer lag period and it may have the opposite effect than the economic crisis 

thesis predicted. I find that there is a .02 percentage point decline in associational 

monopoly in sector years in which two years prior to the associational monopoly 

observations (1986, 1993 and 1997), there is a one peso increase in wages. This suggests 

that workers that fared better were more likely to leave the CT. Both models 1 and 2 

undermine the hypothesis that worker wellbeing predicts associational monopoly in 

Mexico. 

Next I turn to hypothesis four and five. Table 2.8 presents the results of the data 

analysis testing whether worker wellbeing predicts strike petitions (hypothesis 4). Model 

findings. 
A separate analysis examined whether wages in the concurrent year had a significant effect on 

associational monopoly. Since the results were substantively the same as the results in Model I, there are 
omitted. Deleting influential observations in both analyses did not alter the substantive findings. 



101 

1 in Table 2.9 presents the random effects model predicting the number of strike 

petitions. I find that the wages in a given sector-year had no effect on the number of 

strike petitions registered in that sector-year. Similarly, the rate of change in the number 

of jobs in a sector-year had no effect on the number of strike petitions registered in a 

sector-year. Model 2 presents the results of an additional random effects analysis 

examining the effects of wages lagged two years. Wages lagged two years did have a 

marginal effect (significant at the .10 level) on the number of strike petitions. For each 

additional peso earned by an employee per sector-year, there was an increase of 5 strike 

petitions registered per sector-year. This suggests that sector-years in which wages were 

slightly higher were more likely to petition for a strike. This finding contradicts the 

economic crisis thesis which predicts that strike petitions would decrease in sectors that 

had higher wages. 

[Table 2.9 about here] 

Finally, I turn to the last economic crisis prediction (hypothesis 5). According to 

the economic crisis thesis, rising labor militancy as well as declining worker wellbeing 

should decrease associational monopoly in that sector-year. Model 1 in Table 2.8 

indicates that the number of strike petitions experienced in a given sector-year, did not 

significantly affect associational monopoly. This suggests that unions did not necessarily 

mobilize before leaving the Labor Congress. Similarly, model 2 demonstrates that the 

number of strike petitions remains non-significant, even after 1 control for the effects of 

worker wellbeing. In model 2, the worker wellbeing indicators (annual job growth rate 

Separate analyses examined whether wages lagged one year affected strike petitions. The substantive 
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and median annual remuneration) were also non-significant. The data analyses suggest 

that neither falling benefits, nor increased labor militancy can explain union decisions to 

leave the CT. Factors other than mobilized workers, discontent with falling worker 

purchasing power or job cuts caused the growing proportion of unions and unionized 

workers not affiliated with the Labor Congress. 

Discussion of the Results 

The analysis indicates that increased exposure to market pressures cannot explain 

the recent exodus from the Labor Congress. More specifically, the analysis undermines 

two alternative paths whereby increased exposure to market pressvires could decrease the 

associational monopoly of the peak labor organ. First, the evidence undermines the path 

specified by the strategic choice perspective. Even though there is evidence that 

privatising companies in Mexico made both of the strategic choices that the strategic 

choice model would expect them to make, unions representing workers in privatizing 

companies were not necessarily more likely to leave the Labor Congress than unions 

representing workers in non-privatizing companies. In other words, these companies 

decentralized their management and placed greater importance on flexibility in decision

making regarding the production process. Nevertheless, these strategic choices did not 

necessarily prompt union leaders to leave the Labor Congress. This suggests that unions 

did not leave the CT because they wanted to work more closely with newly empowered 

local plant mangers. 

results of this analysis were the same as model 1 in Table 3.8. 
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Second, the analysis reveals mixed results regarding the various links in the 

economic crisis model. I find little support for the first link between privatisation and 

worker wellbeing. Various indicators of privatization at two different levels of 

disaggregation could not explain variation in wages. There was, however, a weak 

relationship between privatization and job growth. The latter finding is consistent with 

the prediction made by the economic crisis model. Nevertheless, job growth rates could 

not be linked to the remaining links in the economic crisis model. In other words, job 

growth rates did not explain variation in either labor militancy or associational monopoly. 

Moreover, wages - the worker wellbeing indicator unaffected by privatization - did have 

a delayed effect on associational monopoly. Nevertheless, this effect was not the effect 

predicted by the economic crisis model. Instead, an increase in wages lagged two years 

decreased associational monopoly. 

Furthermore, the evidence regarding the second link counters the economic crisis 

thesis. Wages and job growth rate could not explain variation in labor militancy in the 

same year. Wages had a lagged effect on strike petitions. But the effect was the opposite 

of the effect expected by the economic crisis model. In other words, a one peso increase 

in wages in a sector-year was associated with 5 additional strike petitions in a sector-year. 

This suggests that workers that have higher worker benefits may actually be the ones 

most likely to strike. This finding is consistent with the literature on strikes which 

suggests that unions have more confidence to strike when labor markets are tight and 

wages are high (Hibbs Jr. 1978; Sandoval 1993; Shorter and Tilly 1974). 
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A closer examination of the concerns that mobilized workers in a subset of 

privatizing companies may help explain why wages and job loss did not have the 

predicted effect on strike petitions. Table 2.10 provides an overview of 25 major labor 

conflicts of 13 unions representing workers in the largest privatizing companies. While 

declining wages and layoffs concerned workers, proposed contract changes were the 

primary instigator of labor militancy. Salary disputes or layoffs alone motivated only 4 of 

the labor conflicts whereas changes in contracts alone motivated 9 of the 25 labor 

disputes. The remaining labor disputes reflected worker discontent with a combination of 

concerns regarding their economic wellbeing as well as changes in work conditions. The 

contract changes, proposed by privatizing companies, required that unions relinquish 

control over hiring, firing and promotion decisions. Unions may have resisted these 

proposed changes because they eliminated hard won benefits such as pay raises based on 

seniority and restrictions on company use of subcontractors. The evidence presented in 

Table 2.10 suggests, in fact, that components of the flexible specialization model adopted 

by privatizing companies was a primary irritant for workers in these companies. 

[Table 2.10 about here] 

For example, in 1988, airline industry workers protested having to perform 

multiple tasks on the job instead of specializing in one area (Leyva Pina, Lopez and 

Molina 1998, p. 62-69). In 1983, Autoworkers in the state-owned Grupo Diesal Nacional 

(DINA) protested the privatization of one of the 10 DINA companies, Renault. In 1986 

and 1989 they protested proposed contract changes to no avail. State steelworkers 

resisted similar draconian proposals to make their contracts more "flexible" prior to 
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privatization in 1989. Workers in the industry, represented by the National Mine, Metal 

and Related Workers Union (Sindicato Nacional de Trabajadores Mineros, Metalurgicos 

y Similares de la Republica Mexicana - SNTMMSRM), protested these proposals by 

participating in union-led strikes in 1985, 1989 and by mobilizing rank and revolts in 

1991. Nevertheless, despite mobilization, SNTMMSRM locals conceded to most of 

management's demands (Peiro 1998, p. 265-268). These examples illustrate that workers 

were not necessarily most likely to mobilize around their immediate wellbeing (arrow 2 

in Figure 2.2). Workers were equally, if not more likely, to mobilize against reduced 

17 control at their workplace. 

Nevertheless, as the data analysis reveals, higher levels of mobilization were not 

associated with declining associational monopoly. Thus, although the airline industry 

unions and the telephone industry union left the CT after mobilizing, many did not. The 

steelworkers mentioned above, for example, organized massive displays of discontent, 

but have not left the CT. This suggests that mobilization did not lead unions to leave the 

CT. Unions did not leave the Labor Congress because workers suffered intensified 

hardships, mobilized and pressured leaders to leave old union bargaining instimtions. We 

must look for other explanations for declining imion affiliation to the CT. 

" A growing critical literature on flexible specialization would corroborate the argument that adaptation of 
the flexible specialization model may anger workers and cause them to mobilize (Deyo 1997; Gr^am 
1995; Knauss 1998; Taplin 1995). Research reveals that many companies are apt to adopt hybrid forms of 
flexible specialization that have negative effects on workers (Deyo 1997; Ferro, Fleury, and Fleury 1997; 
Kenney, Goe, Contreras, Romero, and Bustos 1998; Kochan, Lansbury, and MacDuffie 1997). They find 
that employers are more likely to incorporate aspects of the model, which intensify the work, such as team 
work and quality control circles (Taplin 1995). They are less likely to incorporate components that 
improve worker satisfaction at work, such as training, long-term employment, promotions and benefits tied 
to worker irmovations designed to improve quality and productivity (Kenney et al. 1998; Taplin 1995). 
Mexico's experience is consistent with these findings. Privatizing companies adopted aspects of the 
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This chapter shows that we cannot understand why the associational monopoly of 

the Labor Congress has declined with explanations centered exclusively on the strategic 

choices of local company mangers and/or union leaders. The reason why market 

pressures cannot explain declining associational monopoly could be because it assumes 

that unions in Mexico derive their power from a high associational monopoly. In Chapter 

One, I raised the concern that the market pressures approach might not apply to cases 

where organized labor derived their power from sources other than their organizational 

resources such as associational monopoly. In such cases, one would not expect the 

market pressures approach to explain declining union power. In the next chapter I 

examine whether organized labor in Mexico derived its power from its organizational 

resources. 

flexible specialization approach that maximized flexibility in the productive process by requiring workers 
to acquire multiple skills, but undermined any efforts to create a long-term skilled workforce. 
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Table 2.1: Proportions of unions and unionized workers not afGliated with the CT 
1986 1993 1997 

% Unions not in the CT 4% 13% 22% 
Total number of unions 1548 1655 1700 
% Unionized workers not in CT 4% 7% 13% 
Total number of unionized workers 1,249,829 2,272,050 2,246,970 

Source: Aguilar Garcia, Francisco Javier. "Estructura de la Poblacion trabajadora y de los 
sindicaJizados en Mexico al final del Siglo XX." Mexico City: STPS Concurso de 
Investigacion Laboral, 1989. 
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Figure 2.1: Percent of Unions aflSliated with the Labor Congress 
Disaggregated by Manufacturing Sub-sector, 1986, 1993, 1997 
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Figure 2.2: Market Pressure Models of Associational Monopoly 
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Table 2.2: Type of Contract Clause Changes Proposed by Privatizing Management during 
the 1980s 

Year Proposed Contract Changes 
Ferronales 
(railroad 
company) 

1984 Proposed Industry restructuring Ferronales 
(railroad 
company) 

1986 Proposed mass lay-offs, increased workloads and changes in 
almost all contract clauses. 

Ferronales 
(railroad 
company) 

1988 Proposed eliminating over 90% of existing contract clauses 
DINA (auto 
company) 

1986 Proposed reduced union control over work pace, job assignments, 
the use of temporary workers and proportion of jobs classified as 
non-unionizable 

DINA (auto 
company) 

1989 Proposed reduced union control over the proportion of jobs 
classified as non-unionizable and use of temporary workers 

Aeromexico and 
Mexicana 
(airlines) 

1988 Proposed reduced union control over schedules, longer workdays, 
seniority pay cuts, multi-task job descriptions and proposed to cut 
the workforce by 2/3 rds. 

Sicartsa (steel 
company) 

1989 Proposed eliminating 77 clauses and laying off 39% of the 
workforce 

Sicartsa (steel 
company) 

1991 Proposed dividing single contract into 4 separate plant-based 
contracts 

AHMSA (steel 
company) 

1989 Proposed reduced union control over worker assignments and 
subcontracting, and implementation of total quality control 
program in addition to layoffs of over 18,000. 

AHMSA (steel 
company) 

1989 Proposed as many as 10 contract changes and mass lay-offs. 
Telmex (telephone 
company) 

1989 Proposed reduced union participation in productivity 

PEMEX (oil 
company) 

1988 Proposed rescinding lucrative contracts from unions. 

Sources: Bertranou, Juian F. 1995. "La Politica de la reforma a la seguridad social en Mexico. Analysis de 
la formulacion del Sistema de Ahorro para el Retiro." Estiidios Sociologicos XIII:3-24; Bouzas Ortiz, Jose 
Alfonso. 1996. Bancomer: Reprivatizacidn de la Bancoy Flexibilizacion de las Relaciones Laborales. 
Mexico City: Institute de Investigaciones Econ6micas; Bouzas Ortiz, Jose Alfonso and Enrique de la 
Garza. 1998. Flexibilidaddel Trabajoy Contratacion Colectiva en Mexico. Mexico City: Instituto de 
Investigaciones Economicas, Editorial Camio XXL" Contreras, Oscar F., Alejandro Covarrubias, Miguel 
Angel Ramirez, and Juan Luis Sariego. 1998. Cananea Tradiciony Modernidaden una Mina Historica. 
Hermosillo: El Colegio de Sonora and Grup Editorial: Miguel Angel Porrua, Las Ciencias Sociales; de la 
Garza Toledo, Enrique. 1998. "Privatizacion en Mexico: Consecuencias Sociales y Laborales." . D.F., 
Mexico: Instituto de Estudios de la Revolucion Democratica; Delarbre, Raul Trejo. 1990. Cronica del 
Sindicalismo en Mexico (1976-1988). Mexico City: Siglo Veintiuno editores; Gershenson, Antonio. 1987. 
Mexico: Sindicalismo y Poder la Experiencia Nuclear. Mexico City: Ediciones El Caballito;Herrara Lima, 
Fernando. 1993. "Dina: Del enfrentamiento a la negociacidn." El Cotidiano 56:69-73; Herrera Lima, 
Fernando. 1998. "Grup Dina." Pp. 225-256 in La Privatizacion: Consecuencias socialesy laborales, edited 
by E. de la Garza Toledo. Mexico City: Instituto de Estudios de la Revolucion Demoncratica; Leyva Pifia, 
Marco Antionio. 1995. Poder y Dominacion en Ferrocarriles Nacionales de Mexico: 1970-1988. Mexico 
City: Friedrich Ebert Stiftung and Universidad Autonoma Metropolitana - Itztapalapa;MuriIlo, Maria 
Victoria. 1997. "From Populism to Neoliberalism: Labor Unions and Market Oriented Reforms in 
Argentina, Mexico and Venequela." Ph.D. Thesis, Government, Harvard, Boston, Massachusets;Teichman, 
Judith. 1995. Privatization and Political Change in Mexico. Pittsburgh: University of Pittsburgh Press, p. 



I l l  

118-119;Zapata, Francisco. 1998. Flexibles y Productivos?: Estudios sobre Flexibilidad Laboral en 
Mexico. Mexico, D.F.: El Colegio de Mexico: Centro de Estudios Sociologicos. 
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TABLE 2.3: Union AfGIiation to Labor Congress of Unions Representing Workers 
in the 14 Largest Para-state Companies that experienced at least partial 
privatization 

Primary Affiliation Company Economic Sector 
NOT with Labor 
Congress 

Telmex Transportation and Communication NOT with Labor 
Congress Diesel Nacional Manufacturing 
NOT with Labor 
Congress 

Mexicana Transportation and Communication 

NOT with Labor 
Congress 

Aeromexico Transportation and Communication 
With Labor 
Congress 

Pemex Energy With Labor 
Congress CONOSUPO Commerce 
With Labor 
Congress 

CFE Energy 

With Labor 
Congress 

AHMSA Manufacturing 

With Labor 
Congress 

Ferronaies Transportation and Communication 

With Labor 
Congress 

Fertilizantes de Mexico Manufacturing 

With Labor 
Congress 

Productores Pesquieros 
Mexicanos 

Manufacturing 

With Labor 
Congress 

Sicartsa Manufacturing 

With Labor 
Congress 

Vehiculos Automotores 
Mexiceinos 

Manufacturing 

With Labor 
Congress 

Concarril Transportation and Communication 
Sources for union affiliation; See Table 2.2; For years privatized; "Entidades del Sector Publico 
Desincorporadas hasta 1993" in Sistema de Cuentas Nacionales de Mexico. Cuentas de Produccion del 
Sector Publico 1990-1993 (Mexico, D.F.; INEGI, 1994). 
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Figure 2.3: Distribution of Locally 
Registered UNT Unions 

El Privatizing Sectors 

•Non-privatizing Sectors 

• State-Dominated Sectors 

Source: Internal List of UNT unions in 2000. 
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Figure 2.4: Distribution of Federally Registered UNT Unions 

n=20 

• Privatizing Sectors 

• Non-privatizing Sectors 

B State-Dominated Sectors 

Source: Internal List of UNT Unions in 2000. 
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Figure 2.5: Strategic Choice Predictions for Scatter Plots 
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Figure 2.6: Bivariate Scatter Plot of Rate of Change 
in Public Sector Jobs and Rate of Change in Associational 

Monopoly 
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Figure 2.7: Bivariate Scatter Plot of Rate of Change in Public Sector 
GDP and Rate of Change in Associational Monopoly 
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Figure 2.8: Bivariate Scatter Plot of Rate of Change in Percent of 
GDP contributed by Public Sector 

and Rate of Change in Associational Monopoly 
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Table 2.4: Means, Standard Deviations and r-test Results for Associational Monopoly 
Across 19 Subsectors by Privatization Dummy: 1986, 1993 and 1997 
Independent Variables Privatizing Non-

privatizing 
t^ N 

Associational Monopoly 86.695 85.749 -.233 48 
(1.908) (3.777) 

Rate of Change 1986-1993 in Associational -.089 -.035 1.157 15 
Monopoly (.022) (.024) 

Rate of Change 1986-1997 in Associational -.186 -.163 .319 16 
Monopoly (.122) (.121) 
a. Research hypothesis for Mest is that the mean of the Non-privatizing sectors exceeds the mean of the 

privatizing sectors. 
*p < .05 (two tailed test) 
Note: Standard deviations are reported in parentheses. 

Table 2.5 Coefficients for OLS Regression Predicting the effects of Privatization on 
Associational Monopoly Across 19 Subsectors: 1986, 1993, 1997 
Independent Variable Model 1" Model 2 
Intercept 1 b

 
00

 
89.58*** 

(-2.687) (45.95) 

Number of Companies Privatized -.006 -.627* 
(-1.432) (-2.165) 

R^ .237 .08 
N 17 54 

< .001 (two tailed test) 
* p  <  .05 (two tailed test) 
Note: Numbers in parentheses are /-ratios 
a. Robust OLS coefficients presented in order to correct for heteroskedasticity. 

Table 2.6: Means, Standard Deviations and Mest Results for Difference in Mean Wages 
by Privatization: 1986, 1993 and 1997 

Privatizing Non-Privatizing t® N 
Wages 302.217 376.527 1.602 51 

(125.888) (182.360) 

N 39 12 
a. Research hypothesis for Mest is that the mean of the Non-privatizing Sectors exceeds the mean of the 
privatizing sectors. 
*p < .05 (two tailed test) 
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Table 2.7: Random and Fixed Effects CoefBcients Predicting the effect of Privatization 
on Wages and Job Growth Rate 
Independent Variable Model P Model 2 ° Model 3 ° 
Intercept 382.404*** 

(8.231) 
239.796*** 
(23.261) 

.027* 
(2.101) 

Number of Jobs -.000^ 
(-1.849) 

Number of Companies that 
Privatized 

.889 
(.137) 

Public Sector Gross Product as 
Percent of Sector Gross Product 

-34.849 
(-.829) 

.045^ 
(1.756) 

Rate of Change in Public Sector 
Jobs 

-44.290 
(-1.398) 

.054^ 
(1.963) 

R^ 
N 

.198 
57 

.129 
120 

.031 
120 

p < .10 (one-tailed test) 
*p < .05 (one-tailed test) 
***/?< .001 (two tailed test) 
Note: Numbers in parentheses are /-ratios 
a. This analysis uses data from 19 economic subsectors in the years 1986, 1993 and 1997. The dependent 

variable in this analysis is wages. 
b. This analysis uses data from 9 broad economic sectors from 1984 to 1998. The dependent variable in 

this analysis I the job growth rate. 
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Table 2.8: OLS Coefficients Predicting Associational Monopoly Across 19 Economic 
Subsectors: 1986, 1993 and 1997 
Independent Variable Model 1 Model 2 Model 3 Model 4 
Intercept 91.793** 

* 
(22.448) 

93.757** 
• 

(24.128) 

83.04*** 
(35.96) 

81.201** 
• 

(13.59) 

Rate of Change in the Number of Jobs -15.116 
(-.853) 

-17.628 
(-1.050) 

-10.887 
(-.491) 

Median Annual Remuneration Lagged 
One Year 

-.012 
(-1.135) 

.003 
(.295) 

Median Annual Remuneration Lagged 
Two Years 

-.020^ 
(-1.956) 

Number of Strike Petitions (at JFCA) .004 
(.53) 

.005 
(.680) 

R^ 
N 

.028 
54 

.073 
54 

.01 
33 

.028 
33 

+/?<10 (one tailed test) 
*p < .05 (two tailed test) 
*** p< .001 (two tailed test) 
Note: Strike Petition data not available for 1997, therefore model 1 and 2 only use data from the years 1986 
and 1993. 

Table 2.9: Random Effects Coefficients of Worker Wellbeing on Strike Petitions Across 
9 Broad Economic Sectors: 1984-1998 
Independent Variables Model 1 Model 2 
Intercept 4151.434** 2975.347 

(2.615) (1.854) 

Median Armual Remuneration per Employee -.428 5.070^ 
(-.142) (1.746) 

Rate of Change in the Number of Jobs -3030.751 -3056.879 
(-1.199) (-1.174) 

R^ .04 .03 
95 80 

+ p <. 10 (one-tailed test 
**P ^ -01 (two-tailed test) 
Note: Numbers in parentheses are r-ratios. 
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Table 2.10: Issues which Mobilized Workers in the Principle Privatized Companies 
Year Type of 

Mobilization 
Economic Well-being Other Issues 

UNIONS PROTESTING ECONOMIC WELLBEING ISSUES ONLY 
SUTIN (URAMEX, 
ININ) 

1985 Strike Salary 

SNTMMSRM (Sicartsa) 1990 Strike Salary, layoffs 
STFRM (Concarril) 1984 Strike Salary 
Telefonistas (Telmex) 1984 Strike Salary 
UNIONS PROTESTING ECONOMIC WELLBEING ISSUES AS WELL AS OTHER 
ISSUES 
SNITIASC (Dina) 1986 Strike Layoffs Privatization 

(Renault), contract 
changes 

SNITIASC (Dina) 1983 Strike Layoffs Contract changes 
ASSA (Aeromexico and 
Mexicana) 

1988 Strike Salary Contract Changes 

SNNT(Aeromexico and 
Mexicana) 

1988 Strike Lay-offs Contract Changes 

ASPA (Aeromexico and 1987 Strike Lay-offs Administration of 
Mexicana) Company 
Telefonistas (Telmex) 1989 Strike Salary Contract Changes 
SNTMMSRM Local 65 1986 Strike Lay-offs Privatization 
(Cananea Mining 
Company) 
SNTMMSRM (Fumosa) 1989 Strike Lay-offs Contract Changes 
SNTMMSRM (Sicartsa) 1989 Strike Layoffs Contract Changes 
SNTMMSRM 
(AHMSA) 

1989 Shopfloor protest 
(plant 1) 

Layoffs Contract changes 

SNTMMSRM 1986 Strike (plant 2) Layoffs Contract changes 
(AHMSA) 
STFRM (Ferronales) 1986 Strike Lay-offs Contract Changes 
UNIONS PROTESTING ISSUES OTHER THAN ECONOMIC WELLBEING 
SNITIASC (Dina) 1989 Strike Contract changes 
Telefonistas (Telmex) 1990 Suspend Talks Contract Changes 
SNTMMSRM Local 65 1991 Shop-floor resistance Contract Changes 
(Cananea Mining 
Company) 
SNTMMSRM (Sicartsa) 1984 Shop-floor resistance Contract changes 
STFRM (Ferronales) 1988 Sporadic protest Industry 

restructuring 
STFRM (Ferronales) 1990 Sabotage, sporadic protest Contract Changes 
STFRM (Ferronales) 1991 Sporadic protests Contract changes 
STFRM (Concarril) 1988 Resistance Contract Changes 
STPRM (PEMEX) Promote Non-PRI presidential 

candidate 
Loss of 
subcontracting 
privileges 

Sources: See Table 2.2. 
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Chapter 3 

Labor's Organizational Resources: Source of Union Power in Mexico? 

Workers force employers to pay them a fare wage when they organize and 

coordinate bargaining. This is the prevailing wisdom. It is a view that most labor 

scholars working within the market pressures approach share. Nevertheless, organizing a 

large proportion of the workforce and coordinating bargaining does not seem to be the 

primary source of power for workers in Mexico. 

This chapter examines whether an assumption that market pressure scholars make 

applies to Mexico. They assume that labor's organizational resources (such as union 

density or coordinated bargaining) determine labor's ability to leverage worker benefits. 

In other words, market pressure scholars tend to assume that labor unions secure worker 

benefits by increasing imion density and/or by coordinating their bargaining. This 

relationship is depicted by arrow 1 in Figure 3.1. The evidence presented here raises 

questions about the validity of this assumption for the Mexican case. It lays the 

groundwork for re-conceptualizing the link between globalization and union power in 

Mexico. 

[Figure 3.1 about here] 

The History of Worker-Oriented Social Programs 

Chapter One already described the recent decline in minimum wage and in 

funding for several key worker-oriented social programs, such as the Worker Housing 
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Institute (TNFONAVIT). In this chapter, however, I am interested in determining the 

source of union power. Therefore I am interested not only in explaining why worker 

benefits declined, but also in how it is that unions came to acquire these benefits. One of 

the ways that I do that is by looking at whether long term trends in labor's organizational 

resources, such as union density, can explain when worker-oriented social programs were 

implemented. Worker-oriented social programs are social programs that unions pressured 

the state to implement. They are also social programs that specifically targeted urban 

workers. This definition does not exclude the possibility that other social sectors may 

have had an interest in the social program. Nevertheless, by narrowing the list of social 

programs to those that labor demanded, I can more reasonably make the judgement that 

its implementation reflected a success on the part of organized labor. 

[Figure 3.2 about here] 

Figure 3.2 graphs the implementation of worker-oriented social programs by 

presidential administration. It shows that worker-oriented social programs emerged in 

clusters. Presidents Lazaro Cardenas (1934-1940) and Luis Echeverria (1970-1976) 

stand out as Presidents that gave organized labor privileged access to the state. 

President Lazaro Cardenas (1934-1940) instituted the tripartite National 

Commission for Minimtim Wage (CNSM) in 1934. The CNSM was considered a major 

victory by organized labor. Cardenas also implemented a worker-oriented social program 

that gave workers access to affordable food staples by creating a State Food Agency. The 

CTM, the largest union in Mexico at the time, wanted the state to take a more active role 

in "controlling the basic food markets" (Ochoa 2000, p. 74). Declining worker 
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purchasing power in the late 1930s spurred unions to mobilize and to blame merchants as 

ruthless speculators in the late 1930s. On the 22nd of June, Cardenas created the first 

State Food Agency (CRMT - Comite Regulador del Mercado de Trigo (Ochoa 2000, p. 

46-50). In August of 1939, the state food agency began to sell subsidized food staples, 

such as beans, to consumers for the first time (Ochoa 2000, p. 60). A tripartite board 

oversaw the agency (Ochoa 2000, p. 75). 

Luis Echeverria (1971-1976) initiated a host of programs "aimed at compensating 

for the workers' eroding purchasing power" (Middlebrook 1995, p. 160, 224; Ochoa 

2000, p. 180). He instituted the Worker Housing Institute (INFONFAVIT) - a state 

fimded worker housing program - and the Worker Credit Fund (FONACOT) - a state 

financed program to facilitate worker access to credit. The Ministry of Labor said that it 

established the National Mixed Commission to Protect Wages (Comite Nacional Mixto 

de Proteccion al Salario -CONAMPROS) because "a wage policy shouldn't limit 

workers' ability to secure wages until the moment when they are adjusted. A practical 

system is also needed that can soften the impact of the declining consumer capacity of 

workers" (STPS 1974, p. 36). After a "long period of consultation" with business groups, 

CONAMPROS set up discount stores around the country for workers (STPS 1974, p. 38). 

Echeverria also expanded the distribution of state subsidized food staples through local 

retail outlets by 270 percent between 1973 and 1974 (Ochoa 2000, p. 181). According to 

Ochoa " Echeverria...had the State Food Agency build numerous stores in working class 

neighborhoods..." (Ochoa 2000, p. 229). 
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Two other presidents initiated worker-oriented social programs. President Manuel 

Avila Camacho (1940-1946) implemented one of the most significant programs for 

workers and their families: the National Social Security Institute (IMSS- Instituto 

Mexicano del Seguro Social) - a national health care program for workers and their 

families (Middlebrook 1995, p. 160). The program that he proposed was a much more 

limited version of a proposal made in 1937 that had been backed by unions (Middlebrook 

1995, p. 114). The national legislature approved Avila Camacho's proposal in January of 

1943 (Robles 1993, p. 62). As Robles points out "The Social Security Law was primarily 

designed for urban workers" (Robles 1993, p. 62). Even though an IMF austerity 

agreement constrained Lopez Portillo (1977-1982), he increased government spending on 

worker-oriented social programs. Lopez Portillo also established a bank for workers, 

called the Banco Obrero or the Workers' Bank. 

In the following section I examine whether labor's organizational resources can 

explain when Presidents initiated worker-oriented social programs (arrow 1 in Figure 

3.1). I also examine if they can account for the rise and fall of worker benefits. I focus on 

two organizational resources: union density (the percent of unionizable workers that are 

unionized) and the degree to which union bargaining is coordinated (at the national or 

industry-wide level). I first examine whether union density can explain minimum wage 

trends as well as the initiation of worker-oriented social programs. Next, I examine any 

effect that coordinated bargaining in Mexico may have had on minimiim wage as well as 

a subset of contractual wages. 
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Union Density as an Organizational Resource 

I examine the effect of union density on two types of worker benefits. First, I 

examine whether union density can explain when worker-oriented social programs were 

implemented. Second, I examine whether union density can account for recent minimum 

wage trends. 

The Effect on Worker-oriented Social Programs 

Although President Lazaro Cardenas implemented several worker-oriented social 

programs after a major unionization drive, it seems doubtful that union density alone 

could accoimt for Cardenas' overtures to organized labor. In the early 1920s, "imionized 

workers still represented a very small proportion of the economically active population" 

(Middlebrook 1995, p. 72). Moreover, no major burst of growth in union density 

preceded the implementation of new worker-oriented social programs by Echeverria in 

the 1970s. Middlebrook writes that "the unionized proportion of the economically active 

population only grew from 9.8 percent in 1950 to 15.2 percent in 1970 to 16.3 percent in 

1978 (Middlebrook 1995, p. 154). 

There have only been two major union organizing drives in Mexico: one in the 

1920s and one in the mid-to-late 1930s, but neither raised union density above 20 

percent. As a result of the organizing efforts of the Regional Confederation of Mexican 

Workers (CROM), union density rose to 14.4 percent in 1930. The CROM grew from 

50,000 members in 1920 to 1.5 million in 1925 to 2 million in 1928 according to their 

own estimation (Middlebrook 1995). The CROM also created national federations "in 
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industries in which none had previously existed (including those representing teachers, 

printers, textile, sugar and port workers)"(Middlebrook 1995, p. 79). Beginning in 1935, 

the Confederation of Mexican Workers (CTM) began organizing and swiftly became the 

largest labor confederation in Mexico. Middlebrook found that "the number of unions 

grew by 36.2 percent (from a total of 825 to 1124) and the number of unionized workers 

increased by 45.5 percent (from a total of 233,483 to 339,604) over the 1935-40 period" 

(Middlebrook 1995, p. 89).^ 

Because union density in Mexico has always been low it is hard to believe that it 

alone could account for the government's decision to implement major worker-oriented 

social programs. Mexico's union density has never exceded thirty percent which, by 

cross-national standards, is low. Western categorizes countries with union density rates 

roughly below 35 percent as having low union density (Western 1997, p, 24). One of the 

reasons that union density was so low, particularly early in the century was because 

industrial workers made up a very small proportion of workers in Mexico. Rural workers 

constituted the vast majority of the economically active population. They were engaged 

in primary economic activities such as fishing, livestock, agriculture and forestry. In fact, 

only 11.5 percent of the economically active population worked in manufacturing, 

petroleum, mining, electrical and/or construction in 1921 (Middlebrook 1995, p. 75). Not 

surprisingly many of CROM's workers were rural workers. Thus, although unionization 

did grow before Cardenas implemented worker-oriented social programs, Mexico's union 

density was probably too low to have forced significant political concessions. 

' He found an even more impressive increase among unions registered at local Conciliation and Arbitration 
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The Effect on Mtnimum Wap;e 

I also examined the relationship between recent union density trends and 

minimum wage. Table 3.1 summarizes the available data on union density from several 

sources. The household survey indicates that union density has declined from about 

SOpercent of the economically active population in 1984 to 20 percent in 1996. 

[Table 3.1 about here] 

However, other estimates of union density with more observations suggest that that 

decline did not begin until the mid-1990s. For example, there are four observations of the 

percent of non-agricultural workers that are unionized in federally registered unions. 

Figxire 3.3 charts this trend. It shows that union density actually increased slightly 

between 1978 £ind 1994 - the period during which real minimum wage experienced its 

most dramatic drop. In fact the absolute nimiber of union members as well as the 

number of unions increased during this period. 

[Figure 3.3 about here] 

Table 3.2 presents the results of a data analysis that assesses the relationship 

between minimum wage and union density. In this analysis I used the data that had four 

observations; one in 1978, 1986, 1993 and 1997.1 then interpolated data points between 

these four observations. The robust prais-winsten regression obtains no significant effect 

of union density on minimum wage.^ 

Boards. They "registered 5,005 unions representing 325,878 workers between 1935 and 1938 alone" 
(Middlebrook 1995, p. 89). 
" I detected heteroskedasticity, and therefore estimated robust coefficients. The Durbin Watson statitistic 
indicated that serial autocorrelation existed in the OLS regression. Therefore I present results from a Prais-
Winston regression analysis. The prais-winston regression analysis allows me to correct for serial 
autocorrelation of the error terms. The DFIT statistic f -2.21 for the year 1996 was above the cut off point 
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PTable 3.2 about here] 

I conclude that union density cannot explain recent minimum wage trends. The case of 

centralized union bargaining is less clear cut. 

Coordinated Bargaining as an Organizational Resource 

Scholars examine centralized labor bargaining by examining both the level at 

which wage negotiations is coordinated (i.e. local, industry or national level), as well as 

other organizational characteristics of centralized bargaining (Katz 1993, p. 4; Lijphart 

and Crepaz 1991; Siaroff 1999; Wallerstein, Golden, and Lange 1997). I examine the 

effect of coordinated bargaining at both the national and industry level on wages in 

Mexico. I also consider whether the key organizational characteristic of coordinated 

bargaining, a high degree of associational monopoly, declined prior to minimum wage's 

decline. 

National Level Coordinated Beirgaining 

I first consider whether labor unions coordinated bargaining regarding minimum 

wage and whether coordinated bargaining broke down as minimum wage fell. Second, I 

examine whether unions coordinated contractual wage negotiations at the national level. 

Winston regression analysis. The prais-winston regression analysis allows me to correct for serial 
autocorrelation of the error terms. The DFIT statistic f-2.2I for the year 1996 was above the cut off point 
of .459, indicating that that year influenced the coefficients. However, the interpretation of the effect of 
union density on minimum wage in models that included a dummy variable for 1996 did not alter the 
substantive findings. The effect of union density on minimum wage remained non-significant. 
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The Effect on Minimum Wage 

Despite a precipitous drop in minimum wage, the level at which minimum wage 

negotiations did not change. Minimum wage continues to be set at the national level via 

the National Minimum Wage Commission (CNSM), as it has been since 1962. The 

CNSM continues to operate. AI describe in Chapter Four, however, a pact between 

labor, business and government leaders effectively took over the job of setting minimum 

wages in 1987. Yet, the level at which minimum wages are set has not changed. Pact 

negotiations also constitute national level talks regarding minimum wage. Thus, declining 

minimum wage cannot be accounted for by a change in the degree to which minimum 

wage negotiations are centralized at the national level. 

The Effect on Contractual Wages 

Labor unions never formally coordinated bargaining regarding contractual wages 

at the national level. Indeed, some argue that minimum wage negotiations constitute the 

extent of national level centralized bargaining in Mexico.^ Nevertheless, evidence from 

the Ministry of Labor suggests that unions may have informally coordinated at the 

national level a range within which contractual wages could be set. It is unclear when 

this informal coordination at the national level may have been disbanded. 

Prominent labor scholar, Enrique De la Garza Toledo observes that there were 

informal national level negotiations regarding a range within which contractual wages 

could be negotiated. Ministry of Labor reports confirm his observation. For example, on 

^ Graciela Bensusan, personal communication 12/00. 
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September 17th 1973, there were "prolonged negotiations...between union organizations 

affiliated with the Labor Congress and business organizations" which led to agreements 

about contractual wages that year (STPS 1974, p. 33). As a result of the negotiations, 

contractual wages could be increased 20 percent for those at or below a certain wage 

level. Contractual wages above a certain wage level could be increased a flat number of 

pesos (STPS 1974, p. 33). In September of 1974, negotiations again took place in which 

"a formula was adopted which became a National Recommendation to increase 

wages.. .22 percent but no more than 5,000 pesos a month...." In October of that year 

"general minimum wages were increased 22 percent..." (STPS 1975, p. 34). Contractual 

wage increases ranged from 15-18 percent after labor mobilization spiked in 1982, 

suggesting an informzil agreement regarding contractual wage increases (STPS 1983, p. 

59). 

It is hard to pin point when and if these informal negotiations broke down. De la 

Garza Toledo observed that informal coordination at the national level to establish a 

range for contractual wages fell out of practice after the 1987 pact.'' Moreover, he finds 

(1994) that plant level negotiations of contracts have become more important. The 

e\'idence for national level coordinated negotiations regarding a contractual wage range is 

too sparse to determine the extent of its existence let alone whether it might have affected 

contractual wages. 

Interview with Enrique de la Garza Toledo, 6/12/2000. 
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Industry-wide Coordinated Bargaining 

Historically, there has been very little industry-wide bargaining in Mexico. 

Nevertheless, industry-wide wage and benefit standards have been set in the textile, 

sugar, rubber, and radio and television industries. ^ Even this limited coordinated 

bargaining disbanded after 1987. 

The 1912 textile convention initiated a tradition of setting wages, working 

conditions and other benefits for an entire industry (Mondragon Padilla 1993, p. 7, 27 and 

72). This convention determined that the legal work-day in the textile industry should be 

no more than 10 hours a day. It allowed workers to negotiate with management about 

working conditions, the organization of production and to establish official holidays. 

Perhaps most importantly, it set a minimum wage for the industry (Mondragon Padilla 

1993, p. 72). This agreement was called a contratos-ley, or a legal contract. The textile 

industry didn't renegotiate a new contratos-ley until 1927, after which five textile sub-

sectors negotiated more specific conti-atos-ley (Mondragon Padilla 1993, p. 74). During 

the 1930s, a total of 7 industry-wide contratos-ley were institutionalized (Mondragon 

Padilla 1993, p. 26). During the 1940s, contratos-ley became institutionalized in the 

textile, sugar and rubber industries. The party-affiliated unions came to dominate the 

coalition of unions negotiating for worker benefits, the federal government determined 

that contratos-ley negotiations should fall under federal jurisdiction rather than local 

jurisdiction and companies welcomed tlie long hiatus between biannual negotiations 

(Mondragon Padilla 1993, p. 26-29 and 31). 
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However, contratos-ley ceased to function effectively in 1987. In 1987, The 

National Labor Coalition of the Textile Industry (Coalicion Nacional Obrera de la 

Industria Textil (CNOIT), representing approximately 50,000 workers in over 1000 

factories petitioned the government to legalize a strike (Mondragon Padilla 1993, p. 188). 

They called the strike in order to demand that contractual wages in the industry be 

increased at the rate that minimum wage had been increased that year: 40 percent 

(Mondragon Padilla 1993, p. 186). However, 10 days before the strike was to begin, 

companies pulled out of negotiations saying they could only offer a 14-17 percent 

contractual wage increase. The day after the strike began, 40 companies and their unions 

announced that they had settled their conflict and increased contractual wages between 

15-20 percent. The CNOIT was forced to approve the 15-20 percent contractual wage 

increase for the entire industry. The mass defection broke the back of industry-wide 

wage negotiations. 

The effective loss of contratos-ley suggests a very modest decline in the 

centralization of union bargaining at the industry-wide level. Industry-wide negotiations 

in two of the six textile-industries that had contratos-ley, durable fibers as well as cotton 

and cotton mixed textile products, disbanded industry-wide negotiations all together in 

1991 and 1992 respectively.® The proportion of workers in the textile industry covered by 

contratos-ley has also declined. In 1979, unions participating in contratos-ley represented 

just fewer than 30 percent of all textile workers. By 1993, however, unions participating 

^ At its height, there were 9 contratos-ley negotiated annually. They included 6 subsectors of the textile 
industry,radio and television, rubber and sugar. Rubber and textile were the only predominantly private 
sector industries. Sugar was mostly state owned (Mondragon Padilla 1993, p. 6). 
® Se.xto Informe de Gobiemo, Anexo 1994. Salinas de Gortari, p. 338. 
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in the contratos-ley represented only 9 percent of workers in the textile industry/ 

Moreover, while 7 contratos-ley persist, they no longer centralize wage setting across 

industries. Instead, they tend to approve wage hikes already negotiated at the local level 

for the rest of the industry. Since 1987, wage setting in contratos-ley sectors is more like 

informal pattern negotiating, than industry-wide coordinated bargaining. Mandragon 

Padilla traces a range of union concessions included in subsequent contratos-ley to the 

1987 strike (1993, p. 270). 

The Effect on Contractual Wages 

One would expect wages set by industry-wide bargaining to have a strong 

relationship to minimum wage. Indeed, CNOIT sought a wage increase that paralleled the 

already established minimum wage increase in 1987. Other unions broke the contratos-

ley by agreeing to a wage increase that was inferior to the minimum wage increase. 

Therefore, I would expect that the effect of minimum wage on wages in contratos-ley 

sectors to decrease after 1987. 

[Table 3.3 about here] 

The OLS regression results displayed in Table 3.3 show that the loss of 

• 8 centralized wage setting had an indirect effect on wages in contratos-ley wages. The 

^ Author's calculations based on number of jobs under contratos-ley for years 1970-76: STPS. 1974. 
"Memoria de Labores." Secretaria de Trabajo y Prevision Social, Mexico D.F;STPS. 1976; "Informe de 
Labores." Secretaria de Trabajo y Prevision Social, Mexico D.F. for years 1979-1994: Sexto Informe de 
Gobiemo Anexo 1994; for years 1995-1999: "Memoria de Labores." Secretaria de Trabajo y Prevision 
Social, Mexico D.F; STPS. 1999. 
® The year 1987 had a Dfits statistic of -1.97, which was far above the .88 Dfit cut off point. However, 
adding a dummy variable for the year 1987 did not alter the substantive findings of the model. The low 
variance inflation factor of 1.48 demostrated that multicolinearity was not a problem. 
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table indicates that for every additional 1 peso in minimum wage, contratos-ley wages 

increased by .96 pesos. However, the effect of minimum wage on contratos-ley wages 

changed after 1987. For every one unit increase in real minimum wage after 1987, 

contratos-ley wages decreased 1.23 units. This suggests that the loss of centralized wage 

setting within the contratos-ley sector had an indirect affect on wages in these industries.^ 

Associational Monopoly 

The Effect on Minimum Wage 

As figure 3.4 shows, union affiliation to the Labor Congress declined between 

1986 and 1997. Nevertheless, the decline does not come until well after the dramatic 

declines in minimum wage after 1976, 1982 and again in 1987. In 1986, over 90 percent 

of unions were still affiliated with the Labor Congress a year when minimum wage 

dropped substantially. In 1997, the Labor Congress still included 78 percent of unions 

even though minimum wage had reached a point of no return. This level of associational 

monopoly is high by cross-national standard. Only Austria and Germany come close to 

Mexico's level of associational monopoly with 100 and 82.5 percent of total unions 

affiliated with the largest union confederation respectively (Lange, Wallerstein, and 

Golden 1995). Even in Sweden, a country with highly coordinated labor bargaining, only 

59.6 percent of unions affiliated with the central labor organ in 1990. Declining minimum 

wage appears unrelated to the associational monopoly of Mexico's Labor Congress. 

® Separate regressions revealed that the mean contratos-ley wages before 1987 was not significantly higher 
than the mean contratos-ley wages after 1987. Thus, on average, contratos-ley wages after 1987 were not 
lower than contratos-ley wages before 1987, controlling for the effect of minimum wage. The direct effect 
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Conclusion 

There may be a weak relatioaship between, coordinated bargaining and contractual 

wages. The above data analysis shows that the loss of coordinated bargaining across 

contratos-ley industries weakened the link between contractual wages and minimum 

wage. However, the loss of coordinated bargaining was felt only in relation to the 

minimum wage. This confirms the central importance of minimum wage in determining 

contractual wages. Unfortunately, there is insufficient information about the nature and 

extent of coordinated bargaining regarding contractual wages at the national level to 

determine if it ever affected contractual wages. The fact that national level coordination, 

if it did exist, was only informal suggests, however, that it was relatively weak. 

I conclude that labor's organizational resources were not critical in determining 

the key worker benefit — minimum wage. Union density increased during the period of 

volatility in minimum wage between 1976 and 1987 as well as during the period of 

steady decline in real minimum wage. Minimum wage dropped, despite the fact that 

national level coordination of minimum wages persisted and the Labor Congress retained 

a relatively high associational monopoly. This evidence undermines the assumption 

made by market pressure scholars that labor's organizational resources are labor's 

proximate source of power in Mexico. 

of the dummy variable for the period after 1987 was omitted in the analysis presented above because it was 
not significant and because the model suffered from multicollinearity when it was included. 
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Figure 3.1 Sources of Union Power 
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Figure 3.2: Number of Worker-oriented Social Programs initiated 
by Presidential Administration 
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Table 3.1: Indicators of Union Density in Mexico 
1978 1984 1986 1992 1993 1995 1996 1997 

Union density® 31 21 
Union density of non-
agricultural workers'" 

25 18 

Union density of non-
agricultural workers^ 

19 23 24 15 

Percent of 
manufacturing 
enterprises with union 

15.2 14.1 

Union density of formal 
sector' 

48 47 45 

Number of Unionized 
Workers*^ 

2,238,287 3,562,782 4,193,730 4,169,690 

a. Union density according to worker responses to Census Household Survey calculated in Dave Fairris, 
unpublished, "Unions and Wage Inequality in Mexico". 
b. Number of non-agricultural jobs calculated from SPP and Banco de Mexico, Sistema de Cuentas 
Nacionales de Mexico. Tomo 1. Resumen General 1970-1978 p. 129; INEGI, Programa de las Naciones 
Unidas de Desarollo, Sistema de Cuentas Nacionales de Mexico. Tomo I. Resumen General 1986-89^ P- 71; 
FNEGI, Sistema de Cuentas Nacionales de Mexico. Tomo I. Resumen General 1990-93^ p. 74 and INEGI 
and STPS, Encuesta Nacional de Education Capacitaciony Empleo, 1997, p. 172. This is based on the 
number of workers in all unions. 
c. This is calculated based on the number of workers in federally registered unions. 
d. Calculated from the INEGI, Encuesta Nacional de Empleo, Salaries, Tecnologiay Capacitacion en el 
Sector Manufacturero, 1992 and 1995. The total number of companies surveyed was 138,774 in 1992 and 
222,221 in 1995. 
e. The total number of workers registered with either one of the two government sponsored health care 
services for workers (IMSS or ISSTE). The total number rose from 8,481,000 in 1986 to 11,591,000 in 
1997. Data calculated from First and Third Informe de Gobierno, Anexo^ Emesto Zedillo, 1995 and 1997 p. 
27 and p. 44 respectively. 
f. This is the number of workers in federally registered unions. Source: Javier Aguilar, Estructura de la 
Poblacion Trabajadoray de los Sindicalizados en Mexico al Final del Siglo XX, forthcoming, Cuadro 1, p. 
259 based on various intemal Labor Ministry data. 
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Figure 3.3: Minimum Wage and Union Density: 1970-1997 
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Table 3.2: Coefficients for Robust Prais-Winsten Regression of Minimum Wage on 
Union Density: 1978-1996 
Independent Variables 
Intercept .93 

(1.77) 

Union Density -.69 
(-.28) 

R^ .35 
N 19 
* p< -05 (two tailed test) 
Note: Numbers in parentheses are f-ratios 

Sources: Minimum wage: See Figure 1.6. Union density: See Table 3.1. 

Table 3.3: Coefficients for OLS Regression Estimating the Effects of Minimum Wage 
and the Interaction Between Minimum Wage and Period after 1987 on Contratos-Ley 
Wages: 1980-1994 
Independent Variable Coefficients 
Intercept 74*** 

(15.92) 

Mean Centered Real Minimum Wage .96*** 
(10.45) 

Interaction between Mean Centered Real Minimum Wage and Mean -1.23 * * 
Centered Dummy Variable for Post 1987 Period (-3.25) 

R^ .91 
_N 1^ 
*** p< .00! (two tailed test) 
** /J < .01 (two tailed test) 
Note: Numbers in parentheses are /-ratios 

Sources: Contratos-ley wages: Salinas de Gortari, Sexto Informe de Gobierno, Anexo 1994 (Mexico, D.F..: 
SP, 1994), p. 338. Minimum wage: See Figure 1.6. 
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Figure 3.4: Minimum Wage and Associational Monopoly: 1939-
1997 

1.80 1 

•a 

CQ 
CJ o 
« i, 

g ^ 

CS (U 
Cd 

1.60 

1.40 

1.20 

1.00 

0.80 

0.60 

0.40 

0.20 

i 
..N 

V\ 

r 1.2 

- 1 

0.8 

- 0.6 

0.4 

0.2 

<U 

•T3 <U on •a m CO gj 
5C 00 ^ c <, o 

CO U 

S •-.2 o 

o 
•«-» c: <D O 
O cu 

0.00 t  I  1  1  i  1  I  i I  I  M  .  .  I  •  I  i  1  M  1  1  1  1  t M  M  1  1 1  .  M  L  1  1  .  1  .  1 1  .  1  i  1  .  .  I  .  i  .  •  •  I  .  .  T  0 

^ 9? Oi^ 

——Mexico City Minimum Wage 

—•^Associational Monopoly 

Sources: Minimum Wage: See Figure 1.6. Associational 
Monopoly: Table 2.1. 



144 

Chapter 4 

Access to the State: Source of Union Power in Mexico? 

Labor research suggests that organizational resources may only be one potential 

source of labor union power. This chapter demonstrates that labor's access to the state (a 

relationship represented by arrow 2 in Figure 4.1) is the proximate source of union power 

in Mexico. By access I mean the existence of institutional structures that help ensure that 

important decision-makers, including business and government leaders, hear labor's 

concerns. I also show that in Mexico, labor's organizational resources may themselves 

be a function of labor's access to the state (the relationship depicted by arrow 3 in Figure 

4.1). This chapter refocuses my analysis on the link between globalization and labor's 

access to the state in Mexico rather than on the link between globalization and labor's 

organizational resources. 

[Figure 4.1 about here] 

Mexico scholars characterize the relationship between organized labor and the 

state as that of a coalition (Maxfield 1990, p. 9), a social pact (Middlebrook 1991), or a 

state-labor alliance (Middlebrook 1991; Middlebrook 1995, p. 72; Otero 1996; Samstad 

and Collier 1995; Teichman 1995). Some argue that labor's relationship to the state 

compromised organized labor and led to its own subordination to the state (Bizberg 1990; 

Delarbre 1990; Gomez Tagle 1980; Middlebrook 1995; Teichman 1995). While 

dependence on the state and rampant corruption certainly undermined labor's 

independence, I maintain that there were aspects of the alliance that also constituted a 
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soiurce of power for unions. Ilan Bizberg, of the Colegio de Mexico, shares this view. He 

writes that "the ability of labor to secure its rightfiil benefits depended much more on its 

[labor's] direct political influence than on its capacity to mobilize [workers]" (Bizberg 

1990, p. 330). In this chapter I identify the aspect of the state-labor alliance that afforded 

unions power in Mexico. 

Two Types of Labor's Access to the State that Can Affect Worker Benefits 

Institutions that structure state-labor relations theoretically determine labor's 

access to the state. These institutions can structure labor's access to the state in two 

important ways. First, they structure labor's access to decision-making in the state by 

structuring the frequency and ease with which labor can express its interests to state 

leaders. Labor's access to decision-making in the state can, for example, affect labor's 

ability to leverage non-contractual worker benefits. Second, institutions that structure 

state-labor relations can structure the degree to which the state may intervene on labor's 

behalf in capital-labor relations. This form of access can affect labor's ability to leverage 

contractual benefits. Together these two sources of variation in the institutions structuring 

state-labor relations determine labor's potential for drawing power from its relationship 

with the state. 

Access to State Intervention in Capital-Labor Relations 

Labor scholarship indicates that labor's access to the state may determine the 

level at which states intervene in capital-labor negotiations and the degree of support 
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labor is likely to receive from the state in those negotiations. Lange, Wallerstein and 

Golden (1995, p. 88) identify different levels of governmental intervention in capital 

labor negotiations. They differentiate between government support of industry wide 

versus national level employer-labor agreements. They also differentiate among degrees 

of government support in those negotiations. For example, they differentiate when 

governments merely "provide statistical information" in negotiations from when a 

"government arbitrator imposes [a] national wage contract". Siaroff (1999) makes similar 

distinctions. This research demonstrates that organized labor's power over workplace 

conditions can be linked to the level and degree of government intervention. Collier and 

Collier (1991) also find that the level and degree to which Latin American states 

mediated labor conflicts helps explain cross-national variation in labor's relative success 

at defending collective worker rights. Thus, the institutions structuring state-labor 

relations establish the level and degree to which the state may mediate labor's conflicts 

with capital. But the institutions structuring state-labor relations may also create another 

potential source of power for unions. 

Access to Decision-making 

Luke (1974) suggests why labor's access to decision-making may be an important 

source of power. He argues that the institutional features of agenda setting may be 

important sources of power. Michael Parenti paraphrases Luke, "One of the most 

important aspects of power [is] not to prevail in a struggle but to predetermine the agenda 

of struggle — to determine whether certain questions ever reach the competition stage" (as 
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cited in Gaventa 1980, p. 10). Political institutions do not determine policy outcomes, but 

they determine something equally important: who participates in setting the agenda. 

Thus, variation ia the institutions that structure state-labor relations may affect labor's 

access to decision-making in setting the national agenda. 

We can see the effect of the institutions structuring state-labor relations on labor's 

access to the state most clearly when we compare democracies with authoritarian 

regimes. Przeworski reminds us that in (capitalist) democracies "those who own 

productive instruments [i.e. capitalists] consent to political institutions that permit other 

groups [such as labor] to effectively press their claims to the allocation of resources and 

the distribution of output" (Przeworski 1985, p. 207). In other words, in democracies, 

capitalists necessarily grant labor the opportunity to gain access to the agenda setting 

process. In contrast, authoritarian regimes tend to exclude social sectors such as labor. 

For example, the bureaucratic-authoritarian and military regimes in Latin America 

frequently excluded organized labor from setting the national agenda (See Part II of 

O'Dormell, Schmitter, and Whitehead 1986). 

The institutions structuring state-labor relations also vary within democracies as 

well as within authoritarian regimes. One of the key institutions that has helped labor 

gain access to decision-making in democracies has been the presence of a strong left or 

labor party (Korpi 1985; Korpi 1989). When labor gains access to decision-making 

through left parties they tend to be more successful in winning worker benefits. Cross 

national studies find that states extended social welfare benefits and implemented de-

commodifying labor policies when labor had left or labor-based party allies in 
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government (Esping-Anderson 1985, p. 52; Korpi 1989). Korpi's (1989) cross national 

study of 18 OECD countries demonstrates a strong relationship between left 

representation and welfare expansion. Sweden's generous v/elfare state and high wage 

structure has been explained, in part, by the prolonged political dominance of the labor 

based social democratic party in government (Pontusson 1992; Swenson 1989). 

We also know that the institutions structiuing state-labor relations and therefore 

labor's access to the state varies within authoritarian regimes. For example. Collier and 

Collier (1991) demonstrate the varying ways that authoritarian regimes in Latin America 

institutionalized state-labor relations. They argue that when class conflict jeopardized 

political stability in the first half of the twentieth century, Latin American states sought to 

quell labor militancy by institutionalizing state-labor relations (Collier and Collier 1991, 

p. 162). The institutions they adopted, however, varied in the degree to which they 

offered organized labor access to the agenda setting process. Several authoritarian 

regimes (Chile in the 1920s and Brazil in the 1930s) gave organized labor direct access to 

setting the national agenda (Collier and Collier 1991, p. 163). Other states (including 

Mexico in the late 1930s) gave organized labor access to decision-making by fostering a 

privileged role for labor in a political party (Collier and Collier 1991, p. 165). Collier and 

Collier find that variation in labor's subsequent access to setting the national agenda can 

be explain by variation in how state-labor relations were institutionalized.' 

' Social movement research affirms that "institutional features" of state-labor relations may be important 
determinants of labor's access to the agenda setting process. Social movement research conceptualizes the 
institutions that structure state relationships to social movements as a political opportunity structure. 
McAdam (1996) notes that aspects of a political opportunity structure are the "institutional features... that 
significantly reduce the power disparity between a given challenging group and the state" ( p. 32). Tarrow 
writes that one of the important "elements of opportunity" is "the opening up of political access" (Tarrow 
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The above research suggests that labor's access to the state may be an important 

source of union power. In the next section, I demonstrate that labor's access to the state 

was an important source of union power in Mexico. 

The Effect of Labor's Access to the State on Worker Benefits 

The evidence presented in the following section demonstrates that, historically, 

organized labor in Mexico secured worker benefits through its access to the state (de la 

Garza Toledo 1994; Delarbre 1990; Middlebrook 1995). More importantly access to the 

state helped to ensure that worker-oriented social programs were fully implemented. I 

first review how labor gained access to state before assessing its effect on worker 

benefits. 

Access to State Intervention 

The 1917 Constitution was the first law that gave labor access to state 

intervention on its behalf. Article 123 of the 1917 Constitution granted workers new 

social rights. It also gave the state the right to intervene in employer-labor relations in 

order to implement these rights. The 1931 Federal Labor Law codified the 1917 

provisions. Middlebrook argues that it increased labor's access to state intervention, 

characterizing it as "a milestone in the expansion of state administrative authority over 

1996, p. 54). Although the concept is usually only applied to social movements that have not been granted 
official recognition by the polity (Gamson 1975; McAdam 1982; Tilly 1978), the above review of labor 
scholarship suggests that it may also be fhiitflilly applied to polity members. Even among the countries 
where organized labor has achieved inclusion in the polity, i.e. states consulted organized labor in setting 
the nation's agenda, there is considerable variation in the institutions that structure labor's inclusion. Polity 
members may also rely on political opportunities to successfully press their agenda. 
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labor affairs"(Middlebrook 1995, p. 51). As a result of the law, the govemment created 

the Autonomous Department of Labor and charged it to "seek solutions to labor conflicts, 

oversee the enforcement of new labor code, register labor and employer organizations, 

regulate and inspect work contracts and develop a social welfare policy"(Middlebrook 

1995, p. 52). In 1940, labor's access to state intervention was increased one last time. 

Avila Camacho elevated the Department of Labor to a cabinet position by making it the 

Ministry of Labor and Social Welfare (subsequently referred to as the Ministry of Labor). 

The Ministry of Labor was responsible for ensuring a host of worker protections 

including "health and safety measures, working conditions for women and minors, 

worker housing and free legal defense for workers in labor-employer 

disputes"(Middlebrook 1995, p. 53). 

According to Middlebrook, organized labor had "positive views concerning the 

efficacy of state action" (Middlebrook 1995, p. 43-44). However, his research shows tliat 

organized labor was not very successful at taking advantage of this potential source of 

union power. He analysis a sample of worker grievances filed by railroad workers at the 

Federal Conciliation and Arbitration Board and finds that more often than not, workers 

lost. Moreover, he shows that unions that had a reputation for acquiescing to company 

wishes tended to be more successful in winning union registries than less acquiescent 

unions (Middlebrook 1995, Chapter Five). Thus, although access to state intervention in 

employer-labor relations could have helped labor gain power, this potential was not 

realized in Mexico. Access to decision-making in the state proved to be a more Vcduable 

asset to labor. 
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Access to Decision-making 

Labor gained access to decision-making via their relationship to the dominant 

political party in Mexico. President Lazaro Cardenas (1936-1940) institutionalized 

labor's access to setting the national agenda through the leading political party: the 

Mexican Revolutionary Party (PRM). Cardenas institutionalized labor's access to 

decision-making in the party by making organized labor one of four official sectors 

which composed the party (Middlebrook 1995, p. 93). The largest confederation at the 

time, the Confederation of Mexico Workers (CTM) officially represented the labor sector 

to the party. Peasants, the military and the popular sector (a sector which included various 

middle class constituents) constituted the other 3 sectors in the party. Labor's sectoral 

participation in the party formally granted organized labor access to party decision

making. 

Labor's access to setting the nation's agenda proved to be labor's most finitful 

access to the state. It helped labor secure non-contractual worker benefits such as several 

national worker-oriented social programs. One of the ways that organized labor was 

included in the "revolutionary family", was via their participation in the Federal Chamber 

of Deputies. Labor leaders acquired a substantial percentage of the votes in the Federal 

Chamber of Deputies in part because they constituted a large proportion of the PRI 

CEindidates for the federal legislature. Traditionally, the PRI nominated representatives 

from its three social sectors: labor, peasant and the popular sector. Thus, for example, 

nearly 25 percent of the PRI deputies in the federal legislature belonged to the CTM in 

1940 and unionists constituted 15 percent of the elected representatives in the 1940-42 
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legislature. Figure 4.2 graphs unionists as a percent of the Federal Chamber of Deputies. 

The percent of unionists in the federal legislature varies over time. Since 1979, however, 

it has been on the decline in tandem with declining resources allocated to worker-oriented 

social programs. 

[Figure 4.2 about here] 

I used Poisson regression to test whether the percent of unionists in the federal 

legislature explains the number of worker-oriented social programs implemented in a 

given legislature. I found that the proportion of the Deputies that were union leaders 

could predict the likelihood of implementing worker-oriented social programs. Figure 

4.3 presents the expected probabilities that the legislature would implement 0, 1 or 2 

worker-oriented social programs, based on a poisson regression analysis. The probability 

of implementing no worker-oriented social programs declines as the percent of unionists 

in the Federal Chamber increased from 6 to 22 percent. The probability of implementing 

one or two social programs increased as the percent of unionists in the Federal Chamber 

of Deputies increased. As expected, the probability of implementing one social program 

was generally higher than the probability of implementing two social programs. 

[Figure 4.3 about here] 

Thus, labor's access to decision-making helped labor secure worker-oriented 

social programs. Labor also "lobbied vigorously" for tri-partite decision-making bodies 

to oversee worker benefits (Middlebrook 1995, p. 58). Tri-partite bodies are decision

making entities in which business, labor and government representatives participate, 

ostensibly on an equally footing. Labor first acquired access to tri-partite decision-
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making when the 1917 Constitution mandated the formation of tripartite Conciliation and 

Arbitration Boards located throughout the country to settle labor disputes and regulate 

labor relations (Mondragon Padilla 1993, p. 25 and 73).^ Middlebrook notes that these 

tripartite labor courts were very important to organized labor because of the "opportunity 

that their tripartite structure offer[ed] worker representatives to participate in the 

administration of labor law" (Middlebrook 1995, p. 61). However, as noted above, the 

Conciliation and Arbitration Boards proved to be a less efficacious venue for organized 

labor. As the analysis below shows, access to tri-partite decision-making proved to be 

more important in determining the level of the government's commitment to specific 

worker benefits. 

It was through tri-partite decision-making bodies that labor gained access to 

decision-making over worker benefits. For example, the National Minimum Wage 

Commission (CNSM) was a tri-partite organization. A tripartite board oversaw the state 

food agency (Ochoa 2000, p. 75). Both FONACOT and CONAMPROS were also 

tripartite by design. Even Avila Camacho's IMSS proposal conserved the originally 

proposed tripartite decision-making structure. Below 1 will examine whether change over 

time in labor's access to decision-making over minimum wage and the Worker Housing 

Institute (INFONAVIT), can explain the rise and fall of these worker benefits. Both 

" Initially, Conciliation and Arbitration Boards operated at the local level, although the Supreme Court 
disputed whether their decisions were binding (Middlebrook 1995, p. 57). In 1924, however, the Supreme 
Court reversed its rulings and determined that Conciliation and Arbitration agreements were binding 
(Middlebrook 1995, p. 58). Since 1931, municipal level Conciliation and Arbitration Boards (JLCA), 
overseen by state-level Conciliation and Arbitration Boards received jurisdiction over locally registered 
union and worker disputes. A federal-level Conciliation and Arbitration Board (JFCA) was charged with 
resolving labor disputes for unions representing workers in national industries (industries v/ith workers in 
an industry with facilities in several states) (Middlebrook 1995, p. 60). 
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minimum wage and INFONAVIT were critical to organized labor. ENFONAVIT in 

theory benefited all urban workers. However, in practice between 1976 and 1992, it 

benefited union leaders, unionized workers and their families. Therefore, the fate of the 

program was a pressing concern for labor leaders. These two case studies of worker 

benefits illustrate that worker benefits declined as tripartite decision-making bodies 

became less prominent and labor's access to decision-making attenuated. They 

demonstrate arrow 2 in Figure 4.1. 

Assessing the Effect of Access to Decision-making on Minimum Wage 

Organized labor acquired access to decision-making regarding minimum wages 

during the post-revolutionary period in Mexico. However, it began to lose this access in 

the late 1970s. By 1987, labor lost access to decision-making over minimum wage. 

Access to Decision-making 

Gaining Access to Decision-making 

Mexican unions defended worker purchasing power through their access to the 

minimum wage decision-making process. They gained access to decision making over 

minimum wage through tripartite bodies. The 1931 Federal Labor Law first established 

the precedent that minimum wages in Mexico should be set by tripartite commissions. In 

1931, unions participated at the local level by researching, proposing, and setting 

minimum wages via municipal-level tripartite negotiations. Between 1933 and 1962, 

unions participated both in the state-wide tripartite Conciliation and Arbitration Boards 
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(CABs) which set minimum wages, and in the municipal level tripartite commissions 

which made minimum wage proposals to the state-wide CABs. In 1962, the National 

Minimum Wage Commission (Comision Nacional de Salarios Minimos- CNSM), 

originally established in. 1934, became the body that officially set minimum wages based 

on minimum wage proposals made by regional tripartite commissions (Middlebrook 

1995, p. 399-400). By 1972 there were 107 Regional Minimum Wage Commissions 

representing 107 economic zones. 

The 1972 Ministry of Labor report illustrates that labor gained access to decision

making regarding minimum wages through these regional and national level tripartite 

bodies. The Regional Minimum Wage Commissions solicited proposals for regional 

minimum wages every two years (STPS 1972, p. 183). They solicited proposals from 

local unions via the newspapers, radio, television and the local Conciliation and 

Arbitration Boards (STPS 1972, p. 183). After making their initial proposals to the 

Regional Minimum Wage Commissions, local labor representatives had another chance 

to consider Regional Minimum Wage Commission proposals before the Regional 

Minimum Wage Commissions made formal recommendations to the National Minimum 

Wage Commission (STPS 1972, p. 180-184). Evidence from as late as 1979 indicates that 

the Regional Minimum Wage Commissions remained an integral part of the process 

whereby minimum wages were determined (STPS 1979). 
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Losing Access to Decision-making 

The government reduced labor's access to the decision-making process regarding 

minimum wages in three ways. First, the government effectively eliminated Regional 

Minimum Wage Commissions. Second, beginning in 1982, Ministry of Labor 

bureaucrats undermined the tripartite decision-making process in the CNSM. Third, the 

1987 Pacto Social Economico (also known as the social pact or the PSE) superceded the 

CNSM. 

The government reduced the participation of Regional Minimum Wage 

Commissions in the decision-making process regarding minimum wage by cutting the 

number of regional minimum wage commissions and then by eliminating them. The 

Ministry of Labor cut the number of regional minimum wage commissions in 1976 and 

again in 1984. In 1987, the Ministry of Labor effectively eliminated the Regional 

Minimum Wage Commissions. The Ministry of Labor reported that "minimum wages 

will be set by the National Minimum Wage Commission and that, as a result, the sixty-

seven Regional Minimum Wage Commissions in charge of setting wages will be 

disbanded" (STPS 1987, p. 112). The ministry justified eliminating the Regional 

Minimum Wage Commissions by arguing that the process of setting minimum wages had 

to be streamlined in order to adjust minimum wages more rapidly during high inflation 

periods. One way they streamlined the process was by reducing tlie number of economic 

zones for which minimum wages needed to be set from 89 in 1983 to 3 in 1987. 

Ministry of Labor bureaucrats undermined the tripartite decision-making process 

by significantly expanding and redefining a large technical advising department to aid the 
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National Minimum Wage Commission. The technical department began to produce 

voluminous reports in 1982 on the economy and wages. The reports tended to justify 

holding wages down. Moreover, after 1984, the Ministry of Labor made almost no 

mention of the Regional Minimum Wage Commissions. Labor leaders complained about 

the technical advisors. In 1985, the head of the Labor Congress said publicly that he 

thought the technical advisors shouldn't have so much influence in the CNSM. He 

specifically called for greater participation of labor at the regional and local level in 

setting minimum wages. 

In 1987, constitutional changes further undermined the tripartite decision-making 

process regarding minimum wage. The changes made it easier for bureaucrats to 

dominate the research and proposal phase of the decision-making process. The ministry 

only explained the constitutional changes in vague terms saying that they "have to do 

with how worker and business representatives are elected to the National Commission." 

The ministry stated they had "...introduced various reforms regarding the activities of the 

Technical Directorate of the National Commission, with the goal of ensuring that the 

National Commission could more fully support the National Commission in setting 

wages" (STPS 1987, p. 112). These constitutional changes replaced Regional Minimum 

Wage Commissions with a team of technical researchers. The team of technical 

researchers developed the minimiom wage proposals in collaboration with business 

groups and then presented them to the CNSM. The primary consultants for the CNSM 

after 1987 were state employed technical research teams, representatives fi:om the 

Ministry of Industry and the Bank of Mexico (STPS 1993, p. 64; STPS 1996, p. 74; 
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STPS 1997, p. 85). The constitutional changes perverted the tripartite decision-making 

process by converting the research and proposal phase of the process from a tripartite 

consiiltative process into a bureaucratically driven process. 

After 1987, a new tri-partite body, the social pact (Pacto Social Economico-PSE), 

superceded the CNSM. December 15^^ 1987, employers agreed to government price-

controls and long-time labor leader, Fidel Valesquez, agreed that unions would not push 

to renegotiate wages according to real inflation (Aspe 1993, p. 25; Ortega 1998, p. 1, 13). 

The PSE was the first in a series tri-partite pacts designed to control inflation.^ Ministry 

of Labor annual reports indicate that after the PSE, the CNSM merely approved 

recommendations made by the PSE regarding minimum wage (STPS 1992, p. 18). As 

Francisco Zapata put it, ".. .the National Commission for Minimum Wage became 

associated with rubber-stamp measures, rather than with their traditional function as a 

place of bargaining... "(Zapata 1996, p. 130). 

The fact that pact participants tolerated more price inflation than wage inflation 

reveals labor's subordinate position in pact negotiations (Middlebrook 1995, p. 264).'* 

The  pact  and  i t s  subsequent  renewals  reduced inf la t ion ,  f rom i t s  c l imax in l987at l31  

percent to 26.7 percent by 1990 (Aspe 1993, p. 12; Middlebrook 1995, p. 264). 

However, the way that the pact controlled inflation was by constraining minimum wage 

increases. For example, they called for a 15 percent immediate wage increase on 

December 16th, 1987 (STPS 1988, p. 99), even though they allowed an estimated 85 

^ The Pact for Stability and Economic Growth (I/1989-I0/1992), the Pact for Stability, Competitiveness 
and Employment (10/1992-9/1994) and the Pact for the Welfare, Stability and Growth (12/1994-1995) 
renewed with slight alterations the initial Solidarity Pact of 1987 (Ortega 1998, p. 1,13). 
•* Juan Manuel Ortega, personal communication, March 2, 2000. 
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percent price increase (Bensus^ 1988, p. 40). At the beginning of 1988, pact participants 

agreed to a 20 percent minimum wage increase (STPS 1988, p. 99) and then agreed that 

wages would be adjusted to expected inflation monthly. However, on March 1st 1988, 

pact participants agreed to a one time wage increase of 3 percent. They decided that both 

wages and prices should be frozen until inflation could be held to 2 percent a month 

(Middlebrook 1995, p. 264; STPS 1988, p. 100). Even though the pact participants met 

three more times in 1988, they did not ratify any additional wage increase (STPS 1988, p. 

100). Thus, monthly reviews that were supposed to ensure that price inflation would not 

supercede wage inflation, never happened (Aspe 1993, p. 25; Bensusan 1988, p. 40). De 

la Garza, characterized the pact as a means whereby the government imposed wage 

ceilings on workers.^ 

One of the ways the pact held wages down was by reducing the number of times 

minimum wage could be renegotiated each year. After the 1973 oil crisis. President Luis 

Echeverria (1970-76) set the precedent that minimum wage should be adjusted as often as 

"is deemed necessary" when he mandated that the CNSM adjust wages due to 

unprecedented inflation rates (STPS 1974, p. 33). By increasing the frequency by which 

minimum wage could be negotiated he helped ensure that workers would not lose 

purchasing power due to inflation. Workers lost purchasing power if price inflation 

occurred after minimum was negotiated. Echeverria mandated that minimum wage be 

negotiated each year, instead of every other year as had been the case up until 1973. In 

1974, the legislative branch of the Mexican government approved a Labor Law reform 

^ Interview with Enrique de la Garza Toledo, 6/12/2000. 
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that mandated annual minimum wage negotiations (STPS 1975, p. 34). In 1973, 1974 and 

1976, President Echeverria also mandated an emergency wage increase beyond the 

annual wage increase negotiated by the CNSM (CNSM 1976-1978, p. 7). Echeverria 

justified these pro-labor policies saying "under any circumstances, in any controversy and 

in any economic context, the revolutionary regime would be at workers' side and would 

defend their constitutional right to achieve a more just and dignified life" (STPS 1975, p. 

34). Labor successfully pressured the state to negotiate minimum wage twice in 1977 and 

2-4 times a year between 1982 and 1988. 

Since organized labor signed the 1987 PSE, however, multiple minimum wage 

increases in a single year became less common. The pact allowed an immediate 

minimum wage adjustment in December 1987, but only approved two minimum wage 

increases in 1988. Pact participants renegotiated minimum wage only twice in 1988 and 

1989 and once a year thereafter (except for 1995). Figure 4.4 graphs the number of times 

minimum wage was negotiated per percentage point increase in inflation each year. Thus 

even though minimum wage was negotiated only biarmually in the mid 1960s, the ratio of 

the number of times minimum wage was negotiated to inflation was quite high. Roughly 

speaking, minimum wage was renegotiated once for each 2 percent increase in inflation. 

However, during the 1980s, when inflation reached triple digits, minimum wage was not 

even renegotiated once for each 1 percent increase in inflation. 

[Figure 4.4 about here] 

By 1988, unions lost their foothold in decision-making over minimum wage. 

First the government restricted labor's access to tripartite decision-making in the National 
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Minimum Wage Commission by cutting the Regional Minimum Wage Commissions. 

Second, bureaucratic research teams replaced a tripartite consultative process in the 

research and proposal phase of determining minimum wages - an aspect of the process in 

which labor had historically figured prominently. In doing so, the government perverted 

the tripartite decision-making process. Third, the 1987 social pact and its successors 

superceded the CNSM as the principle decision-making body regarding minimum wages. 

As a result, labor was no longer able to retard the erosion of worker purchasing power via 

multiple minimum wage increases each year. 

The Effect on Minimum Wage 

Figure 4.5 graphs the various changes in labor's access to decision-making and 

minimum wage trends since 1939. Changes in labor's access to decision-making over 

minimum wage correlate with changes in minimum wage trends. The tripartite CNSM in 

coordination with the Regional Minimum Wage Commissions set minimum wage during 

the longest period of rising minimum wage, between 1962 and 1976. The period of 

volatility in minimum wage began the year of the first cut in the number of regional 

minimum wage commissions. This suggests that between 1976 and 1987, the state's 

commitment to labor's access to the minimum wage decision-making process may have 

wavered. More impressively, the third period of steady decline in real minimum wage 

began the year when the pact superceded the CNSM and technical advisors supplanted 

labor in the research and proposal process: 1987. 

[Figure 4.5 about here] 
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I also test whether the number of regional minimum wage commissions affected 

real minimum wages. I predict that as the number of Regional Minimum Wage 

Commissions increase, minimum wage should increase. I estimate a robust prais-winsten 

model, presented in Table 4.1. This model corrects for heteroskedasticity and serial 

autocorrelation of the error terms. I find that the number of regional minimum wage 

commissions has a statistically significant effect on minimum wage.^ For each additional 

regional minimum wage commission, minimum wage increased by .004 pesos. The R-

square of .29 indicates that even this simple model accounts for almost 30 percent of the 

variation. Thus, I conclude that there is a strong relationship between labor's access to 

decision-making over minimum wage and minimum wage. 

[Table 4.1 about here] 

Assessing the Effect of Labor's Access to the State on INFONAVIT 

Access to Decision-making 

Access to the state also helped labor win the Worker Housing Institute. As 

described earlier, organized labor was one of President Echeverria's favored 

constituencies. One of the ways that he tried to support organized labor was by initiating 

the Worker Housing Institute in May 1972. The act followed a wave of labor 

mobilization set off by inflation in 1971. President Echeverria gave informal 

responsibility for the housing program to the Ministry of Labor. A former employee of 

the Bank of Mexico and the Finance Ministry, Silva Herzog, headed the new agency 

® Although the year 1976 was an outlier, robust Prais-Winsten models which included 1976 as a dummy 
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within the Ministry of Labor (Camp 1982, p. 288; Centeno 1995). However, during 1973 

and 1974 labor leaders pressed for direct control over the agency.^ 

Gaining Access to Decision-making 

During the 1970s, organized labor increased its influence over housing policy by 

winning control over INFONAVIT. Like the minimum wage decision-making process, 

organized labor gained influence over housing policy through a tripartite decision-making 

process that governed INFONAVIT. More importantly, in 1976, the largest union 

confederation in Mexico, the Mexican Confederation of Workers (Confederacion de 

Trabajadores Mexicanos — CTM) won control over INFONAVIT in exchange for 

supporting Lopez Portillo's IMF designed austerity package (Aldrete 1983 as cited in 

Centeno, 1995, p. 106). 

Lopez Portillo assigned the responsibility for public housing to the pre-existing 

Ministry of Public Works. He renamed this ministry, the Ministry of Public Works and 

Housing. The legislature charged the new ministry with implementing the new Housing 

Law. The ministry allotted funding to INFONAVIT, but a tripartite body dominated by 

the CTM administered INFONAVIT. In practice, the CTM had a great deal of fireedom in 

distributing INFONAVIT funds. For example, the CTM controlled INFONAVIT 

"generally limiting access to the program to union members and distributing a large 

proportion of finished housing units to its own affiliates" (Middlebrook 1995, p. 296). 

variable did not change the substantive findings from the model presented above. The DFIT statistic for 
1987 was .67, above the cut off point of .338. 
^ See the Diario de los Debates de la Honorado Camara de diputados, on CDRom. 
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CTM leaders also enjoyed personal financial benefits through privileged access to 

information and sales of property related to INFONAVIT (Middlebrook 1995, p. 296). 

Organized labor and the CTM specifically dominated the state's housing policy 

by controlling INFONAVIT. During the latter part of the 1970s, INFONAVIT was the 

state's principal housing program. Fifty-three percent of the government's financing for 

housing between 1971 and 1979 went to INFONAVIT (INEGI 1985, p. 132). In fact, the 

• 8 institute was the largest single builder and financier of housing in the country at the time. 

Thus, INFONAVIT virtually defined the government's housing policy. However, 

organized labor's access to decision-making power over housing policy declined after 

1982. 

Losing Access to Decision-making 

President De la Madrid (1982-1988) laid the groundwork for reducing labor's 

access to decision-making over housing policy by making it a constitutional right for 

Mexicans to have a dignified home in December 1982 (De la Madrid Hurtado 1988a). In 

doing so, he redirected housing policy away from formal sector workers and towards the 

poorest urban dwellers (De la Madrid Hurtado 1988b). He established this right by 

reforming article 4 of the Magna Carta in December 1982. The following year, the 

national legislature passed a law to this effect. The Federal Housing Law, in turn, 

required that the INFONAVIT law be revised to "complement" the new Federal Housing 

Law. The revision charged INFONAVIT with the vague responsibility of "adjusting its 
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powers as a fiscally autonomous agency" (De la Madrid Hurtado 1988a). De la Madrid 

reduced tripartite decision-making regarding housing by dissolving the Tripartite 

Intersectoral Commission of Planning and Financing for Housing (de la Madrid Hurtado 

1988). 

In 1982, the government created a new Sub-ministry of Housing that further 

enhanced the state's authority over INFONAVIT and housing policy more generally. The 

sub-ministry developed an overall housing development strategy in which INFONAVIT 

played an increasingly minor role. This new institutional structure placed housing policy 

more squarely in the hands of bureaucrats. It reduced the salience of the tripartite 

decision-making process of INFONAVIT. The government's response to organized 

labor's complaints about declining purchasing power in their 1985 "Joint Demands of the 

Labor Movement" reflected the diminishing importance of INFONAVIT. Government 

representatives argued that they had responded to labor's concerns by implementing new 

housing programs. Notably, they omitted INFONAVIT.^ Thus as the sub-ministry of 

housing superceded the tripartite decision-making process of INFONAVIT, 

INFONAVIT's relative importance in the government's housing policy diminished and 

its coffers dwindled. 

President Salinas dealt the final blow to organized labor's access to decision

making over housing policy. Despite labor's opposition, the Congress passed legislation 

in 1992 that took control over INFONAVIT away from the CTM (Middlebrook 1995, p. 

296-7). The legislation gave individual workers control over INFONAVIT money 

® Private banks financed only accounted for 20 percent of the total financing available for housing 
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(Middlebrook 1995, p. 197). They also allowed employers to use INFONAVIT funding 

towards any dwelling on the open market. These new rules effectively ended 

INFONAVIT's, and therefore the CTM's, monopoly over the construction and sale of 

housing (Middlebrook 1995, p. 297). 

The Effect on the Percent of Housing Budget Allocated to INFONAVIT 

As labor's access to decision-making over housing policy slipped through their 

fingers their share of the "housing pie" shrank. Table 1.1 in Chapter One illustrates how 

INFONAVIT funds contracted during the 1980s. Moreover, INFONAVIT's proportion 

of the government's housing expenditures declined from an average over 50 percent 

between 1971 and 1979 to an average 26 percent between 1983 and 1990 (See Figure 

1.7). Between 1991 and 1995, the government allotted only 20 percent of its funding for 

housing to INFONAVIT. Instead, new housing initiatives made up a growing proportion 

of housing expenditures. A new housing oriented bank, FOVI-banca, accounted for 27 

percent of housing expenditure between 1983 and 1990. A new housing program for the 

unemployed, FONHAPO, (Secretaria de la Presidencoia 1987, and 1985) accounted for 

an average 16 percent of housing expenditures between 1983 and 1990 (INEGI 1985, p. 

132). 

[Table 4.2 about here] 

Table 4.2 displays the results of a prais-winsten regression analysis of the effect 

of a dummy variable delimiting the period before and after 1982 on the percent of 

development between 1971 and 1979 (INEGI 1985, p. 132). 
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housing spending allocated to INFONAVIT. I predict that the percent of the housing 

budget allocated to INFONAVIT after 1982 should be lower than the percent of the 

housing budget allocated to INFONAVIT before 1982. A prais-winsten analysis was 

used because serial autocorrelation of the error terms was detected.'® I find that the 

percent of housing spending allocated to INFONAVIT was, on average, 23 percentage 

points lower after 1982 than before 1982. The statistical test confirms that when labor 

lost access to decision-making over INFONAVIT, the proportion of housing resources 

allocated to INFONAVIT dropped. 

Labor lost housing funding when they lost access to decision-making power just 

as they lost leverage over minimum wage when they lost access to decision-making over 

minimum wage. When bureaucratic control superceded or perverted tripartite decision

making organized labor lost access to decision-making power and worker benefits 

declined. These two case studies suggest that access to the state has been an important 

source of power for unions in Mexico and is, therefore, the proximate source of power for 

unions. If so, then access to the state should also explain the rise and fall of labor's 

organizational resources. I tum now to evaluate whether this was the case in Mexico. 

' Cronica del Sexenio, 1985, June, "Nuevo Incremento a los Salaries Minimos en 1985". 
The Durbin Watson statistic, .96, was just below the lower cut-off. The years 1973 and 1992 had DFIT 

statistics above the cut off point of .44. The DFIT statistic for 1973 was -.94 and the DFIT statistic for 1994 
was -.54. However, separate regression analyses that included dummy variables for each of these years 
obtained the same substantive results. 
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Assessing the Effect of Labor's Access to the State on Labor's Organizational 

Resources 

Labor scholars recognize that the state's willingness to support organized labor 

can help labor attain important organizational resources. For example, if the state helps 

to facilitate coordinated bargaining this can be a critical determinant of the level at which 

bargaining is coordinated. Indeed, many composite indexes of centralized labor 

bargaining incorporate a measure of state intervention in capital-labor relations as well as 

a measure of the level at which union bargaining is centralized. For example, Lange, 

Wallerstein and Golden create an ordinal scale that integrates the level at which 

governments intervene in wage negotiations as well as the level at which negotiations are 

coordinated (Lange, Wallerstein and Golden 1995, p. 88). SairofFs (1999) proposes an 

ordinal scale of the degree to which economies are integrated, defining it as a "long-term 

co-operative pattern of shared economic management involving the social partners..(p. 

189). This indicator incorporates the "legal and state support for unions and union power" 

as well as the degree to which unions are involved in policy-making (p. 194). These 

scales mix political willingness of the state to support labor with the level at which union 

bargaining is centralized. Their efforts to mix political and organizational factors suggest 

that the relationship between organizational resources and access to the state is dynamic. 

This raises the question: Did state intervention on behalf of labor help facilitate 

unionization and coordinated bargaining in Mexico? This question is depicted by arrow 3 

in Figure 4.1.1 turn now to this question. 
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The Effect on Union Density 

Union density did not rise until organized labor secured political support for their 

unionization drives. As Ilan Bizberg puts it. .the state.. .stimulated the creation of 

union organizations"(Bizberg 1990, p. 329). He described this process as 

"institutionalization from above". Middlebrook demonstrates how the CROM and then 

the CTM grew dramatically in the 1920s and 1930s as a result of their political alliances 

with the state (Middlebrook 1995, Chapter 3). 

In 1919, the largest union at the time, the CROM, made a secret pact with 

president Obregon to support his 1920 presidential candidacy in exchange for "privileged 

political access, creation of (and CROM influence over) a separate labor ministry, and 

presidential support for labor legislation" (Middlebrook 1995, p. 77). The alliance with 

Obregon was attractive because it promised the CROM more power than they could 

attain otherwise. CROM's access to positions on Conciliation and Arbitration Boards in 

the Federal District may have been "an important basis for increasing its organizational 

strength" vmtes Middlebrook (1995, p. 62). CROM's political alliance facilitated its 

subsequent growth. Through their participation in tripartite decision-making, the CROM 

insisted that unions be affiliated with the CROM. 

Just as state support aided their growth, the loss of state support led to the 

CROM's near demise in 1928. President Obregon angered the CROM when he tried to 

organize rural workers in competing organizations. Political leadership smeared CROM 

leaders when CROM leaders criticized the government for trying to take away the rural 

worker constituency from the CROM (Middlebrook 1995, p. 81). By December 1928, 
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m£iny of the CROM's affiliates had seceded in order to distance themselves from a 

politically damaged organization (Middlebrook 1995, p. 81). In addition. President Portes 

Gil ousted CROM representatives from their posts on Conciliation and Arbitration 

Boards (Middlebrook 1995, p. 62). High unemployment made it difficult to unionize in 

the absence of political support between 1928 and 1934 (Middlebrook 1995, p. 84). 

The unionized workforce increased dramatically when President Lazaro Cardenas 

took office. According to Middlebrook, this is because Cardenas, "judged that expanded 

unionization was crucial if workers were to defend their interests in conflicts with 

employers" (Middlebrook 1995, p. 87). Cardenas helped form the Confederacion de 

Trabajadores Mexicanos (CTM) in 1936 and by 1938 it represented 74.4 percent of all 

unions (Middlebrook 1995, p. 89, 91). The CTM's control over important Conciliation 

and Arbitration Boards in Mexico City helped them ensure that CTM unions would be 

rapidly approved, while others would be deterred (Middlebrook 1995, p. 62). Thus, "the 

ability of workers to unionize.. .often depended on the strength of their ties to military 

and political leaders" (Middlebrook 1995, p. 76). Given the critical role that state has 

played in the past, it seems probable that the recent decline in union density is related to 

flagging state support. 

The Effect on Coordinated Bargaining 

Labor's access to the state also made coordinated bargaining possible. As this 

chapter already demonstrated, the government played a role in facilitating national-level 

negotiations regarding minimum wages. The government was also instrumental in 
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facilitating industry-wide negotiations (called contratos-ley). We know, for example, that 

President Francisco Madero, the first revolutionary president, promoted the 1912 textile 

convention which introduced tripartite negotiations to set industry wide standards for 

worker benefits. He did so in order to resolve rising industrial conflict in the textile, 

mining and railroad industries (Mondragon Padilla 1993, p. 24-25).'^ Similarly, a lack of 

state support for the 1987 strike could help explain the demise of industry-wide 

bargaining in the contratos-ley industries. Below, I take a closer look at whether a shift in 

the state's willingness to intervene on labor's behalf may explain the loss of informal 

national level negotiations regarding contractual wages and the declining associational 

monopoly of the Labor Congress. 

The Effect on Informal National-Level Coordinated Bargaining 

There is some direct evidence that the government promoted coordination at the 

national level of a range within which to set contractual wages. For example, the Ministry 

of Labor reported that the government facilitated the negotiations on September 17th, 

1973 that led to the informal agreement that wages could be increased 20 percent for 

those at or below a certain wage level (STPS 1974, p. 33). Similarly, in 1974 the 

government "convened business and worker organizations in order to find.. .a national 

level agreement" in the negotiations regarding contractual wages (STPS 1975, p. 34). 

There is also indirect evidence that the government supported informal national 

negotiations regarding contractual wages. One of the ways that the government helped to 

" State intervention made coordinated bargaining within other economic sectors possible. For example, the 
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facilitate contractual negotiations was by linking contractual negotiations to minimum 

wage negotiations. This happened in 1973 when the National Minimum Wage 

Commission "established the right to solicit annual contract revisions at the same time as 

minimum wage negotiations" (STPS 1974, p. 35). The number of times government labor 

and business leaders negotiated minimum wage annually determined how often labor 

could negotiate (or renegotiate) contracmal wages each year. 

Beginning in 1982, however, the link between contractual wage negotiations and 

minimum wage became more tenuous. Between 1982 and 1988, contractual wage 

negotiations did not occur each time minimum wage was renegotiated. The Ministry of 

Labor only allowed some "extraordinary increases" of contracmal wages to take place in 

addition to the "ordinary" annual contractual revisions (STPS 1983, p. 59). Moreover, 

after 1987, the Ministry of Labor became even more explicit about not allowing 

contractual wage negotiations every time there was a minimum wage increase. For 

example, the PSE increased minimum wages 20 percent in January of 1988, but explicitly 

stated that the increase "was exclusively for minimum wages since contractual wages 

maintain their ordinary contractual renegotiations according to when their respective 

contracts expire" (STPS 1988, p. 99). Even though the government allowed two 

minimum wage negotiations in 1989, the ministry took care to specify that this did not 

justify an additional contractual negotiation. "The three representatives [labor, 

government and business]...recommended that the last minimum wage increase should 

not be extended to contractual wages" (STPS 1989, p. 118). Subsequent Ministry of 

oil and railroad workers were subdivided into many smaller unions until the state intervened (Middlebrook 
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Labor reports confirmed their new conviction that contractual wages not be connected 

either in timing or in content with minimum wage negotiations (STPS 1992, p. 68-69; 

STPS 1993, p. 17; STPS 1997, p. 21). 

The way the Ministry of Labor reported contract negotiations reflects the 

ministry's orientation towards supporting contract negotiations in general. Reduced 

reporting by the Ministry of Labor on contract negotiations indicates their growing 

unwillingness to have anything to do with contract negotiations. Before 1976, the 

Ministry of Labor published a detailed accounting of every contract negotiation regarding 

all federally registered unions. After 1976, however, the Ministry of Labor ceased 

publishing these detailed reports. In 1982, the Ministry stopped publishing a monthly 

overview of its activities that included detailed notes on important contract negotiations. 

After 1982, there was also less emphasis on the importance of training union leaders to 

negotiate theur contracts. In 1989, the way the Ministry of Labor reported contract 

negotiations revealed its growing opposition to state intervention in contract negotiations. 

It stated that "contract renegotiations took place within the existing legal framework, 

ensuring that at all moments the freedom of productive actors to come to their own 

agreements prevailed" (STPS 1989, p. 24). De la Garza Toledo's observation that 

negotiations regarding a range for contractual wages at the national level no longer 

occurred after 1987 seems plausible in light of the state's increasing disinclination to 

participate in contractual wage setting. 

1995, p. 76). 
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The Effect on Associational Monopoly 

State intervention helped labor achieve a high degree of associational monopoly. 

Several presidents made attempts to consolidate labor imder a single umbrella 

organization beginning with the early revolutionary president, Elias Plutarco Calles. In 

the 1920s, Calles helped convince large state level federations to form the CROM with 

the aim of capturing labor's support for his regime (Reyna, Zapata, Fleury, and Gomez-

Tagle 1976, p. 91). President Cardenas, the architect of Mexico's current political system, 

followed Calles' example and formed an even more powerful confederation. In 1936, he 

persuaded all the major unions, including national industry unions such as miners and 

railroad workers, to form the CTM (Reyna, Zapata, Fleury and Gomez-Tagle 1976, p. 46 

and 104). In 1966, President Gustavo Diaz Ordaz was successfiil in convincing twenty-

seven confederations, federations, national and local unions, including the CTM, the 

CROC and the CROM, to affiliate with a Labor Congress (Congreso de Trabajadores -

CT) (Middlebrook 1995; Reyna, Zapata, Fleury and Gomez-Tagle 1976, p. 74). 

Unions that no longer felt that the Labor Congress gave them access to the state 

led the effort to form the UNT. The union representing telephone company workers (the 

Telefonistas) and the union representing workers in the national health care system (the 

Seguro union) both left the Labor Congress because they no longer felt that the Labor 

Congress gave them sufficient access to the state. Between 1992 and 1994, the head of 

the Telefonistas, Francisco Hemandez Juarez, circumvented the Labor Congress by 

developing a personal relationship with President Salinas. When Salinas turned his back 

on Hemandez Juarez during the 1994 presidential race, Hernandez Juarez became 
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determined to show the party that they could not cut him off. Hernandez Juarez found 

an important ally in the unions representing social security workers. The seguro union 

decided to leave the CT when they felt that it no longer had access to the state. The Labor 

Congress' support of the government's decision to privatize parts of the national health 

care system angered the health care workers union. The Seguro xmion joined forces 

with the Telefonistas in 1997 to found the UNT. 

However, explaining why imions left the CT to join the UNT cannot account for 

the overall shift in the proportion of unions affiliated to the CT. According to Labor 

Ministry data, there were 373 unions that did not affiliate with the CT in 1997. Even by 

1999, there were only approximately 150 unions in the UNT.'"^ Moreover, one of the 

three largest unions that founded the UNT, the union representing university employees, 

was never a member of the CT. The UNT unions are also not concentrated in economic 

sectors that experienced the most dramatic increase in the proportion of unions not 

affiliated with the CT. Thus, to explain declining union affiliation to the CT, one must 

explain more than the formation of the UNT. 

A decline in state support may explain the recent decline in associational 

monopoly. In particular, declining vigilance of the federal goverrunent over the union 

registration process may account for unions leaving the Labor Congress in growing 

niimbers. By becoming less vigilant, they opened the floodgates of corruption at the 

Salinas needed the CTM more than he needed Hernandez Juraez in order to ensure that his candidate, 
Ernesto Zedillo, could be elected as president. 
" Interview with Alicia Sepulveda, international relations director for the Telefonista May 17th, 2000. 
'•* This number is taken from internal UNT documents. Moreover, in 1997, before unions founded the UNT, 
about 13 percent of unionized workers in Mexico were already not affiliated with the CT. Two years later, 
the UNT represented about 800,000 workers equal to about 11 percent of unionized workers in 1999. 
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Federal Conciliation and Arbitration Board (JFCA). In Mexico, employers can protect 

themselves from "real" unions by securing the cooperation of corrupt union leaders. A 

protection contract is a secret agreement between corrupt union officials and companies, 

often brokered by lawyers on behalf of employers. Unions agree not to let workers know 

that they have a union in exchange for the "legal" right to hold the union contract. Union 

officials receive kickbacks from the company to buy their compliance (Alcalde 1999). 

The state would be directly implicated if protection contracts became more widespread 

because the state approves all collective contracts through its participation in CABs. 

Companies typically secure protection contracts by giving state officials working in the 

CABs a monetary incentive to approve their protection contract.'^ 

Declining vigilance over union registrations in the JFCA could cause a rise in the 

number of protection contracts at the JFCA. We know that historically protection 

contracts are much more prevalent among locally registered unions (imions registered at 

Local Conciliation and Arbitration Boards - JLCAs). Some estimates indicate that up to 

80 percent of union contracts registered at the local level are protection contracts.'^ A 

recent compilation of studies that examine labor relations among locally registered 

unions demonstrates that protection contracts are common at the local level throughout 

Mexico (de la Garza and Bouzas 1999). Labor scholars speculate that protection 

contracts have been more prevalent at JLCAs because the JLCA officials are not held 

Interviews with Alfonso Bouzas, UNAM, Tnstituto de Investigaciones Economicos, (April 21^ 1999), 
Hector de la Cueva, director of CILAS (May 20"*, 1999), Jean Maninat, Director of ILO Mexico office 
(May 30, 1999) and Graciela Bensus^ (May 31,2000) confirm this description of protection contracts. 

Graciela Bensusan reported in an interview that the former head of the Local Conciliation and 
Arbitration Board for Mexico City publicly admitted that over 80 percent of collect contracts registered 
there had never been revised. 
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accountable by anyone. This suggests that declining accountability within the JFCA 

might make the JFCA just as penetrable as JLCA by employers and corrupt union 

officials seeking protection contracts.'^ 

If the number of protection contracts increased, one might expect that the number 

of contracts not affiliated with a labor central might also increase. Historically, protection 

contracts were common even within the main union centrals affiliated with the Labor 

Congress, particularly among their affiliates registered at the local level (de la Garza and 

Bouzas 1999).'^ The proliferation of protection contracts in the major union centrals 

constituted one of the means whereby the state secured support from union leaders. 

However, if the state was less concemed with securing support from union leaders, than 

they might be just as likely to approve protection contracts that were not affiliated with a 

union central as they were to approve protection contract affiliated with the CTM. Tliis 

could cause the number or protection contracts that are not assigned a union central to 

increase and hence, the associational monopoly of the Labor Congress to decline. Such a 

shift in the JFCA would reflect a more general shift in the orientation of the central 

government towards unions. 

Thus, a shift in labor's access to the state may help explain declining associational 

monopoly. Declining union affiliation to the CT could have been caused by an increase 

" Ideally, one could verify whether changes in supervision in the JFCA led to an increase in protection 
contracts. However, as Bensusan commented during her interview (5/31/2000), "Verifying protection 
contracts is like verifying someone is a drug dealer. It's illegal so you cannot study it easily." She concurs 
with other labor experts (de la Garza and Bouzas 1999) that un-revised contracts are a strong indicator of 
protection contracts. Thus, one could assess the extent of protection contracts by looking at a sample of 
union contracts before and after institutional changes were introduced to see if the proportion of contracts 
that were renegotiated decreased. Nevertheless, union registry and contract data are also difficult to obtain 
from the JFCA. 
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in the number of protection contracts, particularly protection contracts that are unassigned 

to a particular union central. 

Conclusion 

The Mexican case poses a challenge to existing theories on the relationship 

between globalization and organized labor's power. One of the central assumptions of 

the market pressures approach cannot be sustained in the Mexican case. By focussing 

their analysis on explaining declining organizational resources, the market pressures 

approach assumes that labor's organizational resources are the key source of union 

power. However, labor's organizational resources were not the proximate source of 

labor's power in Mexico. Union density and most indicators of centralized bargaining 

declined after worker benefits began to decline. 

Instead, labor's access to decision-making helped labor secure its most important 

worker benefits: non-contractual worker benefits. Labor's relative access to decision

making over key non-contractual worker benefits such as minimum wage can explain the 

rise and fall of these worker benefits. Minimum wage declined as labor lost access to the 

decision-making process regarding minimum wage. Similarly, the proportion of the 

housing budget allocated to INFONA\T!T declined as labor lost access to decision

making over the program and over housing policy more generally. 

Moreover, the state's willingness to intervene on labor's behalf was essential in 

helping labor secure organizational resources. The state played a central role in aiding 

Tim Beaty (4/21/99) reported that high level CTM officials were very concerned about widespread use of 
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unionization efforts and in facilitating coordinated bargaining. Labor depended on the 

state to strengthen its organizational resources. Recent losses in labor's organizational 

resources appear to be more closely related to a shift in the state's orientation towards 

labor than to changes in market dynamics. This provides further evidence that labor's 

access to the state is the proximate source of labor's power in Mexico. Labor's access 

not only secured worker benefits but it also helped labor strengthen labor's organizational 

resources. 

This suggests that the market pressures approach may not apply to Mexico. 

Theories that focus on explaining how globalization may affect labor's organizational 

resources may not be able to account for declining union power in Mexico or any other 

case where labor's access to the state is the principal means whereby organized labor 

secures worker benefits. In order to understand why unions lost power in Mexico, it may 

be more important to understand the conditions that labor cannot control, than the 

resources it can. I focus my remaining analysis on explaining why the state's orientation 

towards labor changed. 

protection contracts with the central. 
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Figure 4.1 Sources of Union Power 
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Figure 4.2: Unionists as a Percent of Deputies in the 
Federal Chamber of Deputies: 1940-2000 
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Figure 4.3: Expected Probabilities of Initiating Worker-oriented 
Social Programs During a Legislative Session based on a Poisson 

Regression 
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Figure 4.4: Number of Times Minimum Wage Negotiated 
Deflated by Inflation: 1940-1993 
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Figure 4.5: Minimum Wage and Labor's Access to Decision-making 
over Minimum Wage: 1939-1997 
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Table 4.1: Coefficients for Robust Prais-Winsten Regression of Real Minimum Wage on 
the Number of Minimum Wage Conmiissions: 1962-1996 
Independent Variable 
Intercept .53*** 

(5.7) 

Number of Regional Minimum Wage Commissions .004*** 
(4.29) 

R^ .29 
N 35 
*** p< .001 (two tailed test) 
Note: Numbers in parentheses are /-ratios 

Sources: Minimum Wage: See Figure 1.6. Number of Regional Minimum Wage Commissions: See Figure 
4.5. 

Table 4.2: Coefficients for Prais-Winsten Regression of the Percent of Housing Funding 
allocated to INFONAVIT on Dummy Variable for Period After 1982: 1973-1992 
Independent Variables Coefficients 
Intercept .59*** 

(15.87) 

Dummy Variable for Post 1982 Period -.23** 
(-4.85) 

R^ .30 
N 20 
* *p<.Ol (two tailed test) 
*** p< .001 (two tailed test) 
Note: Numbers in parentheses are f-ratios 

Sources: Percent of housing funding allocated to INFONAVAT: See Figure 1.7. 



186 

Chapter 5 

The Social Basis of Consent (1940-1970) 

As Chapter Four demonstrated, labor's access to the state is the proximate source 

of power for Mexican labor unions. Thus, to explain why labor lost worker benefits in 

Mexico I need to explain why the state reduced labor's access to decision-making. The 

IPE model posits that a struggle for power between bureaucratic fractions may explain a 

reduction in labor's access to decision-making. Furthermore, it proposes that this 

struggle for power within the state or intra-bureaucratic conflict may be due to several 

features of recent globalization trends. In the next four chapters I examine whether an 

IPE approach can explain the Mexican case. This chapter identifies the economic project 

that intra-elite and intra-bureaucratic consensus sustained before the 1970s. 

The Socioeconomic Basis of the National Project 

The national project was an economic development strategy that served the 

interests of state enterprises, smaller import substitution industrialists. Transnational 

Corporations (TNCs) and organized labor. These social sectors constituted the 

socioeconomic basis of the national project in 1970. Mexico's post-revolutionary state 

first secured the support of organized labor, peasants and state enterprises that produced 

primary industrial inputs. Figure 5.1 represents these three class fractions as the ruling 

bloc between 1934-1940. Popular support enabled the regime to pursue a new 

industrialisation project that generated a new class of economic elite: smaller 

industrialists that produced light consimier products for the domestic market. After the 
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mid 1950s, Transnational Corporations (TNCs), producing consumer durables for the 

domestic market, expanded the socioeconomic basis of the national project. These three 

industrial segments (the state, import substitution industrialists and TNCs) constituted the 

core constituents of the national project. Nevertheless, segments of labor also became 

constituents of the national project through their dependence on the fate of state 

enterprises. The national project constituents were able to pressure the financial sector, 

large industrialists and merchants to first tolerate (1940-1954) and then conditionally 

support (1954-1970) the national project. Thus, the national project depended on the 

conditional support of some economic elite segments. 

[Figure 5.1 about here] 

Organized Labor: Coalition Member and Constituent of the National Project Tl 934-19401 

President Lazaro Cardenas, like his predecessors President Obregon and President 

Calles, understood that building an alliance with organized labor could not only quell 

potential disruption, but also provide an important base of support for his political 

project. The civil war had mobilized substantial portions of the wage earning urban 

population along with peasants. Cardenas secured labor's support for his new political 

party, the Partido Revolucionario Mexicano (PRM), in two ways. First, he gave labor 

access to the state. As described in Chapter Four, labor utilized this access to the state to 

leverage important non-contractual worker benefits. This gave labor an incentive to join 

what Maxfield dubbed the Cardenas Coalition (1990, p. 9). 
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Second, C^denas gave some unions an economic stake in the national project. In 

doing so, he converted labor into a constituent of the national project. Organized labor 

favored "state ownership" as well as "extensive state regulation of major economic 

activities" (Middlebrook 1995, p. 93). One of the concerns labor raised during major 

strikes in the oil industry in 1937 and 1939 and in the railway industry in 1936 was the 

concern that foreign companies in these economic sectors were not acting responsibly 

(Teichman 1995, p. 230, ftnte 19). The oil workers union enthusiastically approved 

Cardenas' decision to expropriate foreign oil companies in 1938 as well as foreign 

holdings in the railroad industry (Teichman 1995, p. 30). 

Cardenas converted labor into a constituent of state-owned enterprises by giving 

labor a financial stake in these nationalized industries. He granted labor access to 

decision-making power and revenue in the railway industry by instituting the Worker 

Administration to oversee the National Railroad Company (Ferrocarriles Nacionales d.e 

Mexico) between 1938-1940 (Teichman 1995, p. 54). The oil workers union received the 

right to four of the nine positions on the board of directors of the Petroleos Mexicanos 

(PEMEX) (Teichman 1995, p. 54). Labor unions used their access to state enterprise 

management to gain control over company resources and contracting decisions. 

Converting labor into a constituent of the national project consolidated labor's 

commitment to C^denas and the party betvs'een 1938-1940 (Middlebrook 1995, p. 93). 

Labor's support for the regime was critical. 

Rolando Cordero and Carlos Tello claim that organized labor's support made it 

possible for early post-revolutionary presidents to graft an import substitution 
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industrialization project onto the state's control over key economic sectors. Cordero and 

Tello describe the national project as one which required vast economic and social 

reforms with the "goal of achieving in a short time period national integration of the 

economy and a substantial reduction in inequality..."(Cordera and Tello 1981, p. 11). 

Organized labor's support helped presidents fend off potential opposition among some 

segments of the private sector. The ISI strategy melded popular classes to a less powerful 

segment of the private sector (smaller industrialists). Cordero and Tello stated that "its 

[the national project's] realization could only be conceivable with the social and political 

mobilization on a large scale, in which the principal players would have to be organized 

labor" (Cordera and Tello 1981, p. 11). Nevertheless, labor was only one of the 

constituents of the national project. 

Core Constituents of the National Project (1940-1970') 

President Avila Camacho (1940-1946) began and Miguel Aleman (1946-52) 

deepened Mexico's commitment to the national project. The national project aimed to 

substitute imported light consumer products, such as food and apparel, with domestically 

produced goods. It promoted industrialization tlirough trade protections, state investments 

in primary industrial inputs and various subsidies to industry. The state fomented 

industrialization by investing directiy in enterprises that produced industrial inputs. Trade 

tarififs incubated a new class of smaller industrialists that produced light consumer 

products. State subsidies to workers and state subsidized industrial inputs such as 

electricity, oil and steel helped industrial producers of light consumer products maintain 
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low production costs. This strategy consolidated the support of state enterprises and 

generated the support of small and medium sized industrialists for the post-revolutionary 

national project. Eventually, it also attracted TNCs eager to take advantage of Mexico's 

growing domestic market. 

State Enterprises 

The national project first sought to stimulate industrial development by producing 

and supplying input materials for industry at low cost (Ayala Espino 1988, p. 275). The 

state expropriated foreign companies in key economic sectors to create the first state 

enterprises. The state concentrated its direct investments in electricity, oil and its 

derivatives, minerals, steel, transportation equipment and chemicals (Ayala Espino 1988, 

p. 277; Escobar, Arce, and San Juan 1978). Many of these investments were made via 

state-owned development banks. NAFINSA, founded in 1934, was the major 

development bank intended to promote industrial development. NAFINSA made capital 

available to state-owned enterprises, such as the state owned oil company, PEMEX, and 

the state owned steel industry (Teichman 1995, p. 34). State enterprises became a loyal 

constituency of the national project. 

Smaller Industrialists: Light Consumer Industrialists 

Smaller industrialists also flourished under the protective shade of the national 

project. Trade tariffs on light consumer imports protected small and medium sized 

industrialists producing light consumer products firom international competition (Puga 
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1993, p. 107-108). The state also subsidized industrial development in these sectors by 

holding taxes and industrial wages down (Escobar, Arce and San Juan 1978). As a result, 

small and medium sized industrialists in the light industries flourished in the 1940s 

(Caspar and Valdes 1987, p. 503-504; Puga 1993, p. I).  Industrialists who benefited from 

protective legislation were concentrated in cities located in the center of the country, such 

as Guadalajara and Mexico City (Aguila and Rios 1994; Alba Vega and Kruijt 1988; 

Tamayo Flores 1997, p. 2). Mexico City industrialists accounted for 50 percent of all 

Mexican industry and included both light industry such as food, beverages, textiles, 

footwear and furniture making as well as the highest regional concentration of the 

country's intermediary and heavy industry (Alba Vega and Kruijt 1988, p. 87). 

Guadalajara's industrialists remained concentrated in light industries, such as footwear, 

beverages, food and tobacco. Thus, in Figure 5.2, a new group of industrialists, the 

Import Substitution Industrialists (ISI's), joined the ruling bloc after 1940. 

[Figure 5.2 about here] 

The Confederation of Industrial Chambers (Confederacion de Camaras 

Industriales - CONCAMIN) and the National Chamber of Manufacturers (C^ara 

Nacional de la Industria de Transformacion - CANACINTRA) historically represented 

smaller industrialists as well as state-owned and partially state owned enterprises (Gaspar 

and Valdes 1987, p. 504; Tirado 1987, p. 485). CONCAMIN was foimded by Carranza 

administration (1917-18) (Puga 1993, p. 74).^ CONCAMIN initially represented 

industrialists in old industrial sectors such as textile, mining and electricity (Puga 1993, p. 
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77). In 1941, President Avila Camacho established CANACINTRA to represent 

manufacturers under the rubric of CONCAMIN. CANACINTRA represented 

industrialists in the newly protected growth industries and advocated continued 

restrictions on foreign investment and imports in selected industries (Puga 1993, p. 108). 

It championed the state's industrialization project (Puga 1993, p. 107-108) and, therefore, 

was politically loyal to the regime (Tirado 1987, p. 485). State protections ensured that 

small industrialists in light industry survived during the 60s when the state promoted 

heavy industrialization in alliance with transnational corporations (Aguila and Rios 1994; 

Tirado 1987, p. 485). 

Transnational Corporations (TNCs) 

TNCs joined the hegemonic ruling bloc in the late 1950s, as illustrated in Figure 

5.3. A stable economy and a growing domestic market for consumer durables attracted 

Transnational Corporations (TNCs) to produce consumer durables. The state also offered 

subsidized industrial inputs that attracted TNCs (Escobar, Arce and San Juan 1978). In 

part as a result of the investments made by TNCs, consumer durables drove Mexico's 

capital accumulation during the 1960s. The American Chamber of Commerce (CAMCO) 

represented the interests of TNCs in Mexico. 

[Figxire 5.3 about here] 

While other business sectors benefited from Mexico's steady economic growth, they did 

not view the national project as favorably as the above three industrial segments did. 

' The Chambers Law, passed by Cardenas' post-revolutionary government in 1941, bestowed legal 
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Conditional Allies of the National Project 

The private financial sector and large industrialists and merchants were only 

conditional allies of the national project (Luna 1992, Chapter One). Both economic elite 

segments viewed direct state investments in the economy suspiciously. Nevertheless, 

large industrialists benefited firom protected domestic-market and state subsidized 

industrial inputs. Moreover, the government eventually instituted fiscal reforms that 

satisfied many of the financial sector's interests. Thus, despite their wariness of the 

state's direct involvement in promoting industrialization, the financial sector and large 

industrialists conditionally supported the national project. 

The Old Industrial Elite: Large Industrialists 

The old industrial elite formed during the regime of Porfirio Diaz (1876-1910). 

This old industrial elite established themselves first in the production of light consumer 

products in the textile, food and cigarette industries. They were principally located in the 

northern city, Monterrey. They viewed state intervention in the economy suspiciously. 

The state's direct investments in industrial inputs, for example, were a source of 

fiiistration for these northern-based industrialists which constituted the bulk of large 

industrialists. They had also pioneered Mexico's production of primary industrial inputs. 

They built smelters to refine minerals. They produced construction materials such as 

cement and bricks and glass to bottle their beer (Sandoval 1997). By the mid-1970s, the 

northern-based industrialists contributed a large proportion of Mexico's primary 

representation of the private sector to CONCAMTN and the Confederation of Chambers of Commerce 
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industrial inputs. For example, they produced a quarter of the nation's non-metallic 

mineral and basic metal goods as well as oil-based products (Alba Vega and ICruijt 1988, 

p. 87). Two of the largest conglomerates based in Monterrey produced the key primary 

industrial input, steel (Pozas 1999). These Monterrey based industrialists, therefore, 

competed directly with the state for the domestic market in primary industrial inputs, 

such as steel. 

Despite their distaste for state intervention in industrial development, the large 

industrialists had some economic incentives to support the national project. Monterrey 

based large industrialists benefited from the expanded domestic market created by trade 

tariffs (Gaspar and Valdes 1987, p. 502; Puga 1993, p. 99). Maria de los Angelos Pozas, a 

leading scholar of the Monterrey industrial elite, stated that "...government protectionism 

and the policy of import substitution benefited the whole of national industry equally" 

(Pozas 1993, p. 9). Particularly during the 1960s, northern-based conglomerates 

expanded their market share. For example, Cemex, a Monterrey based conglomerate that 

produces cement acquired many of its smaller Mexican competitors in the 1960s (Pozas 

1999, p. 126-128). The large Monterrey based industrialists also continued to dominate 

the nation's tobacco production (Alba Vega and Kruijt 1988, p. 87). Thus, northern-based 

industrialists conditionally supported the national project. 

The northem nucleus of industrialists was an important constituency within the 

government sanctioned CONCAMIN. However, many of these industrialists rejected the 

(CONCANACO). 
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official institutions of the post-revolutionary state.^ In 1929, after CONCAMIN had been 

founded, they formed their own business organization. They founded an employers 

union, the Employers' Confederation of the Mexican Republic (Confederacion Patronal 

de la Repiiblica Mexicana — COPARMEX), to represent their business interests outside 

of the two government authorized business organizations for industry (Pozas 1993, p. 77; 

Puga 1993, p. 99). In 1939, Northern-based business community backed the formation of 

a conservative political party, the Partido de Accion Nacional (the PAN) to promote their 

anti-statist, anti-centrist agenda (Puga 1993, p. 100). The PAN stood for individual 

liberal rights and increasingly became identified with Catholicism (Puga 1993, p. 101). 

Because this heterogeneous group of northern elite argued that the private sector should 

be left alone to do business (Tirado 1987, p. 484) scholars call them the radicals (Puga 

1993, p. 99). 

Merchants 

Merchants found even fewer reasons to support the national project. Merchants of 

all sizes had to compete with the state retailers of subsidized food. Initially, they 

competed with the Compania Exportadora e Importadora Mexicana (CEIMS A), founded 

in 1937, and subsequently with CONASUPO, founded in 1961 (Ayala Espino 1988, p. 

281). By acting as retailer of subsidized food, the state hoped to secure worker and 

^ They also founded their own institution of higher education to provide a non-state controlled alternative 
for their children: The Monterrey Technical Institute (Puga 1993, p. 103). From early on, the radicals 
disputed the regime's institutionalization of union and peasant organizations as the principle interlocutors 
between state and society (Puga 1993, p. 98). In 1931, they established the first white union: a union 
closely linked to the company and Christian morals but with no ties to official unions (Pozas 1993, p. 76). 



196 

peasant support. In this way, the state tried to offset low wages and low-fixed prices for 

agricultural products (Ochoa 2000). Doing so directly circumvented private merchants. 

CONCANACO, the state mandated Chamber of Commerce, tried to discredit the state's 

efforts to retail subsidized food with little success (Ochoa 2000, p. 62, 75 and p. 134). 

Thus, it is not surprising that CONCANACO, often concurred with COPARMEX's 

criticisms of state intervention (Tirado 1987, p. 484). They tolerated the national project 

largely because they did not have sufficient political power to swing the balance away 

from the national project. 

Financiers 

The financial sector, represented principally by the Mexican Bankers' Association 

(Associacion de Banqueros de Mexico - ABM), tolerated the state led industrialization 

project because the government conceded to many of their interests.^ According 

Maxfield, the financial sector did not want the government to direct their investments and 

therefore wanted an unregulated private financial market. They wanted low taxes. 

Finally and perhaps most importantiy, they wanted the government to impose a tight 

monetary policy (Maxfield 1990, Ch.3; Tello 1979; Tello 1984, p. 43). Eager to have the 

support of the financial sector, the post-revolutionary government complied with some of 

the private financial sector's interests. 

They prided themselves on the fact that they offered generally more benefits than companies represented by 
PRI-affiliated unions such as the CTM (Alba Vega 1998, p. 255-56). 
^ The ABM was founded in 1925 along with the Bank of Mexico. Financial sector interests were also 
represented by the relatively powerless Association of Mexican Insurance Institutions (Asociacion 
Mexicana de Instituciones de Seguros - AMIS), founded in 1946 (Puga 1993, p. 79). 
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Bankers successfiilly resisted most government efforts to regulate the private 

financial sector (Maxfield 1990, p. 63, 71). The existence of the "parallel financial 

system" reveals the government's incapacity to regulate private banks. The government 

had to create an alternative means of ensuring that the national project's priorities would 

be funded. They created goverrmient financing agencies to extend credit to industrial 

enterprises (Maxfield 1990, p. 62; Tello 1979, p. 29-30). These agencies constituted what 

is often referred to as the parallel financial system (i.e. parallel to the private sector). 

Aided by an economic crisis in 1954, bankers achieved a major bank reform that further 

deregulated the private financial sector and stimulated growth in the private banking 

sector (Maxfield 1990). Private banks had an added incentive to support the deregulation 

of the financial sector. They indirectly benefited from government funding of industry. 

Government debtors often expanded the resources of private banks by depositing their 

loans in private banks (Tello 1979, p. 30). 

Bankers also successfully fended off efforts to raise taxes by several 

administrations (Maxfield 1990, p. 85-93). Moreover, after escalating inflation in 1948 

and 1954, bankers convinced the government to implement tight monetary policy 

(Maxfield 1990, p. 83). Bankers believed that the amount of money in circulation had a 

direct relationship to consumer prices (Escobar, Arce and San Juan 1978). Therefore, 

they believed that controlling the availability' of money was an important means of 

controlling inflation. They wanted to constrict wages, state investments in industry and 

subsidized food distribution. They believed all of the above would cause a public deficit 



and inflation (Maxfield 1990, p. 77). Between 1954 and 1970, the government 

implemented a tighter monetary policy (Caspar and Valdes 1987, p. 505). 
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Summary 

The national project had three core constituents: Mexico Valley and Guadelajara 

based smaller import substitution industrialists, state producers of industrial inputs and 

TNCs. The financial sector and the northern-based industrialists and merchants 

conditionally supported the project. A growing domestic market helped convince 

northern-based large industrialists and merchants to support the project. Concessions to 

the financial sector, particularly after 1954, gave the financial sector enough reason to 

tolerate state spending on behalf of their industrial counterparts. The elite consensus 

made a power balance in the government possible. 

Intra-Bureaucratic Consensus (1940-1970) 

Mexican Presidents achieved elite consensus for the national project first by 

successfully subverting the private sector opponents within the government (until 1954), 

then by sharing power with the political advocates of the national project's conditional 

allies (after 1954). Below, I briefly review the ministerial strongholds of the national 

project advocates as well as those of the national project's conditional allies. The 

growing importance of the financial sector was reflected in a power-sharing arrangement 

within the bureaucracy between 1954 and 1970 (Bailey 1980, p. 29). 
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Bureaucrats who sympathized with and advocated for the national project's core 

constituents are often referred to as the structuralists (Escobar, Arce and San Juan 1978). 

This is because they identified the structure of economy, or capitalist development, in a 

developing country as the obstacle to Mexicos' economic prosperity. Structuralists 

favored state regulations and state investments to direct industrial development. The 

Ministry of Government Properties and Industrial Development (SEPANAL) became the 

home of the structuralists. The ministry advocated for state intervention in the economy 

and was generally viewed as anti-business (Bailey 1986, p. 127). It had strong links to 

parastate enterprises, import substitution industrialists and organized labor. Figure 5.4 

represents SEPANAL's close associations with core constituents of the national project. 

[Figure 5.4 about here] 

The finance ministry historically advocated the conservative fiscal policies 

promoted by bankers. Scholars often refer to finance ministry bureaucrats as monetarists 

because they prioritized tight monetary policy (Maxfield 1990). Bailey finds that the 

finance ministry advocated that financiers, both foreign and domestic, guide government 

spending decisions (Bailey 1980, p. 38). Private banking experience may have helped 

shape this fiscal orientation of the finance ministry. Many of the Finance Ministers 

between 1940-1970 moved between stints of private sector work and bureaucratic 

service. For example, Antonio Ortiz Mena worked for many years in the National Urban 

Mortgage Bank and the National Mortgage Bank before becoming the Finance Minister. 

He was the Finance Minister for 12 consecutive years (1958-1970) (Camp 1982, p. 225). 

Maxfield and Centeno concur that bankers had a long-standing and close association with 
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the finance ministry.'' Figure 5.4 indicates this close relationship with a bolded link 

between the financial sector and the Finance Ministry. 

Between 1954 and 1970 SEP ANAL shared power with the finance ministry. 

Monetarists in the finance ministry controlled government monetary policy, while 

structuralists in SEP ANAL determined industrial policy.^ The finance ministry secured 

control over budgeting and monetary policy in 1954. The financial sector tolerated state 

investments during the 1960s, so long as the state imposed a tight monetary' policy. After 

1955, the Central Bank restricted the money supply (Maxfield 1990, p. 83). The 

government sustained the public deficit at about 4 percent of GDP during the 1960s 

(Buffie and Krause 1989, p. 145). Presidents tried to offset the increasing influence of the 

finance ministry within the federal bureaucracy by granting more responsibility to 

SEP ANAL. 

SEP ANAL gradually acquired control over public enterprises and the state's 

industrialization policy. An earlier incarnation of SEP ANAL, the Ministry of National 

Wealth and Administrative Inspection, imdermined the Finance Ministry's control over 

state enterprises. The Finance Ministry was officially granted responsibility for 

overseeing public enterprises in 1947. By 1948, however, the Ministry of National 

Wealth and Administrative Inspection controlled the railway company (Ferronales). In 

1951, they controlled the Federal Electricity Commission (Teichman 1995, p. 41). The 

1958 Law of the Secretaries of State and Administrative Departments officially gave 

^ Centeno acknowledges that die interests of bankers were closely ah'gned with the policies advocated by 
the Finance Ministry, but contends that the finance ministry operated autonomously (1995). Maxfield 
(1990) posits that the relationship between bankers and the finance ministry constitutes a policy network. 



201 

responsibility for all non-financial state enterprises to the Ministry of Natural Resources 

(the successor to the Ministry of National Wealth and Administrative Inspection and the 

predecesor of SEPANAL) (Bailey 1980, p. 36; Centeno 1995; Teichman 1995, p. 41). 

Lopez Mateo, president of Mexico in 1958, secured SEPANAL's supervisory power over 

the parastatals in order to minimize the finance ministry's power (Bailey 1980, p. 36; 

Centeno 1995). The 1958 law further eroded the Finance Ministry's control over the 

state's industrialization strategy. Thus, between 1954 and 1970, the finance ministry 

shared power with SEPANAL. 

Conclusion 

Between 1954 and 1970, large industrialists, merchants and financiers 

conditionally supported the national project. A consensus among the economic elite 

helped make the long period of political stability and economic growth in Mexico 

between 1940 and 1970 possible. This consensus was reflected in a power sharing 

arrangement between bureaucratic factions led by particular ministries within the 

government. The finance ministry, an ally of the financial sector in particular, made 

decisions in conjunction with SEPANAL, an ally of the core constituents of the national 

project. 

^ Mexico's development strategy between 1954 and 1970 is also referred to as stablizing development to 
distinguish it from the earlier purely Import Substitution industrialization period. 



Figure 5.1: National Project Ruling Block: 1934-1940 
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Figure 5.2: National Project Ruling Block: 1940-1954 
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Figure 5.3: National Project Ruling Block: 1954-1970 
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Figure 5.4: National Project Ruling Block and their Bureaucratic Allies circa 1970 
Popular Sectors Economic Elite Bureaucratic Ruling Block 

President 
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State 
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Ministry 
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Labor 

Note; Bolded boxes are the hegemonic class fraction and their bureaucratic allies. Bold lines connecting 
boxes indicate enduring alliance between class segment and bureaucratic faction. 
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Chapter 6 

"A Breach of Trust": 

The Political Effects of Global Economic Recession (1970-1976) 

In late 1973, the Organization of Petroleum Exporting Countries (OPEC) decided 

to raise the price of oil tenfold. Their action had a chilling effect on the global economy. 

Mexico's industrial sector struggled as the global market contracted and TNC 

investments in Mexico flagged. The Mexican government's response to economic 

stagnation undermined the confidence of elite segments that had only conditionally 

supported the extant economic project. Angered, these conditional allies mobilized 

against the regime. Because the president did not concede to pressure from these elite 

segments, he provoked what journalists dubbed a "breach of trust" between the 

government and the conditional allies. The "breach of trust" unleashed intra-bureaucratic 

conflict as the president tried to quell protest from bureaucratic allies of the disaffected 

economic elite. Rising ministerial turnover rates reveal bureaucratic instability within the 

federal bureaucracy between 1970-1976. 

This chapter demonstrates that analy2dng the effects of an exogenous global 

economic shock on state-society relations yields significant insight into the intra-

bureaucratic conflicts that rattled the Mexican bureaucracy in the early 1970s. It 

illustrates one of the IPE globalization mechanisms. Figiire 6.1 outlines the links Ln the 

political economy model examined below. This chapter demonstrates that trying to 

sustain the national project in the face of an exogenous economic shock, unsettled 
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economic elite and hence intra-bureaucratic consensus. This suggests that understanding 

the relationship between declining union power and globalization may demand something 

other than an examination of how neoliberal policy ideas diffused from MIT to Los Pinos 

(the Mexican presidential palace). 

[Figure 6.1 about here] 

The National Project in the Conjuncture of Global Economic Crisis 

President Echevem'a responded to the exogenous shock of the oil crisis in Mexico 

by shoring up support from core constituents of the national project. Although the 

national project was designed to mitigate Mexico's dependence on the world economy, 

Mexico could not protect itself from the effects of the global recession. By the early 

1970s, the internal market for TNC produced consumer durables appeared saturated. 

Contracting global demand also made it difficult to export TNC produced consumer 

durables from Mexico (Escobar, Axce, and San Juan 1978). As a result, TNC's reduced 

their investments in Mexico. Reduced TNC investment had several effects on Mexico. It 

contributed to reducing the manufacturing sector's production and slowed Mexico's rate 

of capital accumulation. Table 6.1 illustrates this trend. During the two administrations 

prior to Echevem'a (1970-1976), the manufacturing sector grew 9 percent annually. 

During Echeverria's administration, however, the manufacturing sector's growth rate 

slowed to 6.7 percent. The global economic crisis also led to a growing negative trade 

balance illustrated in Table 6.1. 

[Table 6.1 about here] 
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President Echeverria tried to stimulate industrial production by increasing state 

investments in the economy. "What you [the business community] won't do, the state 

will" quipped the Secretary of Government Properties and Industrial Development 

(SEPANAL) illustrating the government's commitment to the economy at the time 

(Editores 1972b). As Table 6.2 shows, the percent of the government's budget directed 

towards the economy peaked during Echeverria's administration at 62 percent. 

Echeverria broadened the scope of the state's economic investments. Lopez Portillo 

(1976-1982) followed suit. Thus, "by the early 1980s the state participated in the 

production of all types of manufactured goods, producing in thirty-five of the forty-nine 

industrial branches found in the national accounts"(Teichman 1995, p. 39). 

[Table 6.2 about here] 

Echeverria directly supported one of the national project's core constituents: state 

enterprises. Echeverria dramatically increased the number of enterprises with state 

participation. Table 6.3 shows that under Echeverria, the state invested in 458 new 

enterprises. This represented a significant increase from the prior decade, during which 

the state invested in only 105 new enterprises. Most of these enterprises would have 

failed without state intervention (Teichman 1995, p. 37). Echeverria also guided the 

acquisition of the largest nimiber of decentralized agencies of any president. 

Decentralized agencies are public enterprises wholly owned by the state. The state 

acquired 176 decentralized agencies during his administration. The state's new 

acquisitions between 1971-1976 included enterprises in key economic sectors such as the 

steel and telephone industries (Teichman 1995, p. 28-29). Under Echeverria, the state 
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acquired an interest in 845 new enterprises, surpassed only by Lopez Portillo who 

acquired an interest in over 1000 enterprises. Public sector enterprises stimulated 

industrial production by subsidizing industrial inputs. 

[Table 6.3 about here] 

State investments in public sector enterprises subsidized core constituents of the 

national project (such as smaller ISI industrialists) as well as its conditional allies (such 

as larger industrialists). One of the ways that the state ensured that state enterprises 

subsidized industrialization was by maintaining low prices. On average public sector 

price increases were up to 10 percent below inflation during the 1970s (Teichman 1995, 

p. 38). Ayala Espino (1988, p. 427) estimated that these subsidies to the private sector 

were equivalent to 6 percent of the GDP in the late 1970s. 

State investment in public enterprises also helped Echeverria regain legitimacy 

with workers and unions. When President Echeverria (1970-1976) took office, he faced a 

political crisis. The PRI had lost public support when President Diaz Ordaz (1964-70) 

ordered the massacre of student protesters in 1968. State investment in public enterprises 

created more jobs. Public sector employment grew at a faster rate (7.9 percent) than the 

average employment growth rate (3.1 percent) between 1970 and 1980 (Teichman 1995, 

p. 39). The growth of public sector jobs helped unions in particular. Public sector 

enterprises were highly unionized. Three of the economic sectors dominated by the 

public sector were more than 75 percent unionized in 1975. Seventy-eight percent of oil 

industry workers, 97 percent of electricity and gas workers and 84.9 percent of the 

workers in transportation were unionized (Teichman 1995, p. 48). In contrast, about 
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25percent of industrial workers were unionized. Thus, when public sector jobs grew, so 

did union membership. 

Echeverria cemented the relationship between the government and organized 

labor by supporting minimum wage increases. As Chapter Four described, tripartite 

regional minimum wage commissions played a key role in setting regional minimum 

wages during this period. In 1972, the Ministry of Labor reported how each of the three 

sectors, (government, labor and business) voted on minimum wage proposals. They 

reported that in only 4 of 107 regional minimum wage commissions, did the goverrunent 

representatives side with the business representatives. In 77 out of the 107 regional 

minimum wage commissions, the government sided with labor and approved generous 

minimimi wage increases (STPS 1972, p. 168). These decisions increased the average 

real minimum wage 32.5 percent during the course of Echeverria's administration 

(Centeno 1995, p. 183). 

Echeverria also tried to gamer support for the PRI regime by increasing social 

spending. For example, Echeverria increased subsidies on basic food goods (Centeno 

1995, p. 183). Table 6.4 displays social spending as a percent of GNP from 1971-1976.' 

Social sector spending as a percent of GNP increased from 6 percent in 1971 to 9 percent 

in 1976 (Lustig 1994, p. 51). 

[Table 6.4 about here] 

Echeverria's social and economic policies were expensive. The government 

budget as a percent of the country's GDP doubled during this period from 7 percent in 

' Echeverria began his term in December of 1970. Thus, I take 1971 as the first year of his administration. 
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1970 to 13 percent in 1976 (See Table 6.5). Echeverria proposed a limited tax reform to 

pay for his programs the month that he took office (Editores 1970a). However, the 

business community blocked his fiscal reform package. Thus, the state deficit increased. 

The state deficit increased from 5 percent of the GDP in 1973, to 9 percent of the GDP in 

1975 (See Table 6.5).^ Debt was Echeverria's only option, given his economic and social 

policy choices. 

During Echeverria's administration, Mexico's public debt increased from 11 

percent of the GDP in 1970 to 27 percent of the GDP in 1976 (See Table 6.6). This 

growth represented a significant increase in the average growth rate of the public debt. 

Between 1965 and 1970, the public debt grew on average 11 percent. During 

Echeverria's administration, public debt grew at an average rate of 21 percent. 

[Table 6.5 about here] 

To finance the budget deficit, Echeverria increasingly turned to foreign creditors. 

Mexico became one of the leading recipients of loans offered by Transnational Banks 

(TNB) following the oil crisis. When the Organization of Petroleum Exporting Countries 

(OPEC) decided in late 1973 to raise the price of oil tenfold, OPEC countries 

dramatically increased their income. They deposited most of their new earnings in the 

Eurocurrency market. Transnational banks in Europe needed to invest the money. Latin 

America attracted their investments partly because domestic markets in Europe were 

contracting (United Nations 1991, p. 8-9). On average, Mexico's foreign public debt 

constituted only 8 percent of Mexico's public debt between 1965 and 1970. However, as 

• Others estimate that the deficit as a percent of GNP increased from 2.3 percent in 1971 to 8 percent in 
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table 6.5 illustrates, by1976 the foreign proportion of Mexico's public debt had increased 

to 24 percent. Thus, Mexico's foreign public debt constituted only 1 percent of the GDP 

in 1970. By 1976, however, the foreign public debt constituted 7 percent of the GDP. 

As a result of his foreign financed deficit spending, inflation soared. Table 6.6 

illustrates the trend in the consumer price index. Between 1965 and 1970, the consumer 

price index only increased from 26 to 30. Between 1971 and 1976, however, the 

consumer price index doubled, increasing from 31.1 to 61.2 on an index in which 1978 

wholesale prices equals 100. Echeverria was forced to devalue the peso on September 1, 

1976. After more than twenty years of exchanging 12.5 pesos for a dollar, the exchange 

rate slid to 15.6 pesos to the dollar in 1976. Lopez Portillo allowed another adjustment to 

22.6 pesos to the dollar in 1977. The peso stabilized for three years before sliding again 

in 1980 (INEGI 1985). Echeverria's tax initiative, loose monetary policy (including 

support for higher wages and state investments in the economy), willingness to tolerate a 

negative balance of payment and concomitant peso devaluation angered the conditional 

allies of the national project. 

[Table 6.6 about here] 

The Breakdown of Elite Consensus 

The Disillusiormient of the National Project's Conditional Allies (1970-1973) 

The government's attempt to cope with global economic crisis disillusioned the 

conditional allies of the national project. Easy access to foreign credit diminished the 

1976 (Centeno 1995). 



212 

president's dependence on the domestic financial sector to broker Mexico's access to 

foreign capital (Garrido Noguera and Lopez 1989, p. 112). Thus, Echeverria strayed firom 

several fiscal policies that had consolidated the financial sector's conditional support for 

the national project (Maxfield 1990, Chapter Four). Increased state investments in the 

economy, proposals to increase taxes and wider distribution of state subsidized basic food 

goods also angered the old industrial sector and merchants. Figure 6.2 graphically 

represents the growing resistance to the national project fi-om the national project's 

conditional allies. 

[Figure 6.2 about here] 

The Financial Sector 

In the eyes of financiers, increased state investments in the economy and rising 

minimum wage revealed Echeverria's willingness to allow a looser monetary policy. Jose 

M. Cuaron, president of the ABM (the bankers' association) in 1973, laid out the fears 

that bankers had of such a policy. "Its necessary to self-regulate an economic policy that 

tries to stimulate productive activity and employment by increasing investment and 

public expenditures. If the [productive] base isn't real,....a commitment of this nature 

could self-destruct...you can not conmiit a worse crime against economic development 

than implement an inflationary policy that completely counteracts and nullifies the 

primary goal...and that, through the disbursement of flmds ... affects...the intemal and 

external value of the currency."(Cuaron 1973, p. 10). For Cuaron, increased state 

investments in economic activity promoted inflation. 
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In 1971, the incoming president of the bankers association specifically criticized 

government spending on para-state industrial enterprises. He stated: "The government 

decision to offer financial assistance to certain institutions that face problems, even 

though it is essentially correct and just [to do so], only misdirects part of the scarce public 

resources to activities that shouldn't receive support. This causes infi-astructure and 

technological advancements to be neglected while improving the bureaucratic 

apparatus."(ABM 1971, p. 72). The ABM president expressed a common view among 

bankers. The state investments in the economy were not prudent and could lead to a 

bloated government and imbalanced economic development. 

Bankers feared that a deficit and a negative balance of payment would eventually 

necessitate devaluating the peso. In 1971, Manuel Cortina Portilla, the president of the 

Bankers Association (ABM) enunciated bankers' concem with Mexico's increasingly 

negative commercial balance (ABM 1971, p. 11). 

The financial sector reacted negatively to Echeverria's proposed tax reform. 

Cortina Portilla reported that in December of 1970, the association "made their point of 

view known to the authorities" (ABM 1971, p. 11) and thanked the authorities for 

meeting with the ABM. He clarified "...we share the idea that the state should obtain the 

income that it needs to accomplish its goals, but [we believe] that before increasing tax 

rates and modifying the tax base, its important to broaden the collection [of taxes] 

through better methods."(ABM 1971, p. 11). Bankers tried to resist higher taxes by 

criticizing government inefficiency. 
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Conflict between the financial sector and federal bureaucrats contributed to rising 

acrimony and distrust between the two. The financial sector viewed the president's 

populist policies in the early 1970s defensively (Kunhardt 1996). Augustin Leggaretto's 

speeches as president of ABM revealed a feeling among bankers that "intellectuals" [read 

the government] took the financial sector's contribution to the economy for granted. He 

declared "Certainly some intellectuals view the private bank with disdain because of our 

professional commitment to our work wliich many view as inferior. But in reality we just 

exercise our legal rights...If by contributing our specialization we become the target of 

criticism, we, as citizens, will continue to make our contribution: concerning ourselves 

with things that concern everyone"(ABM 1971, p. 97-98). At a subsequent ABM 

meeting in 1974 Augustin Legorreta's comments revealed the ABM's defensive stance 

towards the government. He stated defensively that "the bank has collaborated with the 

authorities in the areas in which it should"(ABM 1974, p. 9). Financiers were not the only 

conditional allies to protest Echeverria's policies. 

Large Industrialists and Merchants 

One industrialist described the bleak business climate in Mexico in the early 

1970s: "Demand continues to be slack, costs have risen, taxes have risen,... and there is a 

tremendous pressure against any kind of price increase" (1971). They attributed their 

meager profits to Echeverria's policies. An editorial in 1971 revealed the swelling doubts 

about the Echeverria administration. "There is no doubt that the...forceful attitude of the 
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new government towards business has...created an open sense of uncertainty within the 

private sector..."(Editores 1971b). 

Large industrialists condemned Echevem'a's tax reforms. For example, business 

leaders complained bitterly in late 1972 about a new tax of 5 percent of wages to fund 

INFONAVIT (Editores 1972a). Expansion, the largest commercial business magazine, 

expressed the concerns of large industrialists and bankers regarding the tax reform. 

Expansion commented that "...if a businessman wants to operate in Mexico, given the 

political, economic and social reality as it is, he has to be ready to pay the price. In our 

opinion, this is the idea behind the new fiscal reforms"(Editores 1971a). 

Large industrialists and merchants felt unfairly blamed for inflation. Expansion 

defended the business community and blamed inflation on the state saying: "It could be 

justifiably argued that the private sector in Mexico has been unfairly blamed as the cause 

for inflation. It's important to recognize that rising prices in 1973 are due, in large part, 

to increased taxes, rising costs of labor and services and larger public expenditures. 

Nevertheless, the businessman...is the target of accusations. His position is similar to the 

messenger who is blamed for being the bearer of bad news"(Editores 1973a).^ 

Industrialists argued they had to increase prices because Echeverria raised wages and 

taxes. Merchants, in particular, felt squeezed by the government's subsidies of basic food 

products and their intolerance of price increases. Table 6.5 demonstrates the dramatic 

increase in the cost of living during the 1970s. 

^ This sentiment was repeatedly expressed by Expansion (1973b; Editores 1973a; Editores 1973b; 1973). 
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The resignation of the president of COPARMEX revealed the rising anger 

towards the government among northern large industrialists and merchants. The state's 

expanded investments in industrial inputs intensified competition between state 

enterprises and large industrialists producing industrial inputs. Opposition to the state's 

expansion of the national project ignited the ire of a radical faction within COPARMEX. 

A radical faction wanted COPARMEX to take a more confrontational stance towards the 

government. Roberto Guajardo Suarez, president of COPARMEX since 1960, resigned 

under duress from the radical faction in 1973 (Maxfield 1990, p. 120). Expansion 

conmiented that his resignation revealed "intense opposing proclivities in.. .the private 

sector regarding the most suitable path of economic and social development for the 

country and the role that the private sector should or shouldn't play in the path chosen by 

the government." (1973a). 

The assassination of Eugenio Garza Sada in October of 1973 dealt the final blow 

to the already tenuous relationship between large northern industrialists and the 

government (Maxfield 1990, p. 121, Expansion, 1973 #45). Garza Sada was one of the 

prominent business leaders in Monterrey. The outpouring of contempt at Echevem'a's 

administration during Garza Sada's funeral revealed the business sector's ire towards the 

government. Many held the government's lax public security responsible for Garza 

Sada's death. Expansion reported "The unexpected and unfortunate events in the last few 

weeks have unleashed what would seem to be an 'emotional crisis'. Unfortunately, they 

occurred at a time when Mexico faces economic problems that demand global rather than 

sectarian solutions. The highly emotional and abrupt comments directed towards 
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President Echeverria during the fimeral of the industrialist, Eugenio Garza Sada, and the 

bitter reactions and counter-reactions that followed these comments opened the 

floodgates of repressed emotions." (Editores 1973c). After Sada's death there was little 

commvmication between this northern nucleus of industrialists and the authorities 

(Maxfield 1990, p. 121). 

TNCs 

Rising concern over the fate of multi-national corporations in Mexico, the 

majority of which were U.S. companies, prompted the American Chamber of Commerce 

(CAMCO) to call for the Mexican business community to reassess the role of free 

enterprise in Mexico (Puga 1993, p. 112). Even Expansion expressly defended multi

national companies against condemnation on the part of national project loyalists. "They 

blame multi-national companies of innumerous crimes, from political intervention in 

South America to the devaluation of the dollar...it's unfair to assume that all of these 

businesses represent a threat that must be exterminated...." (1973b). 

Expansion revealed the agenda of CAMCO and their sympathizers. It advocated 

an alternative economic program that would redirect Mexico's economy internationally. 

"We need international regulations and perhaps multi-lateral trade agreements...to 

establish the 'rules of the game' for international business" (1973b). An international 

orientation became more prominent as the conditional allies of the national project joined 

forces with shifting interests of the TNCs. 
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Mobiliziag Opposition to the National Project: 1974-1976 

Northern-based industrialists convinced the financial sector that they needed to 

institutionalize a strategic alliance to oppose further expansion of the national project 

(Puga 1993, p. 72; Valdes Ugalde 1997, p. 189-90). Northern industrialists helped bring a 

small group of representatives from a broad cross-section of Mexico's private sector 

together to meet with international development experts. This was the &st of three 

meetings to evaluate Mexico's economic policy. The meeting, held in 1974, was dubbed 

the Conference at the Atalayas. Atalaya participants formulated a new neo-liberal project 

that began to meld the financial sector and northem economic elite interests (Puga 1993, 

p. 112). The first meeting highlighted the new interests of the financial sector to better 

integrate Mexico's financial sector into the global economy. It also took up part of the 

radical's agenda by stressing the importance of the individual in society. 

The northem industrialists next tried to form a new umbrella business association 

through which they could promote their radical agenda. The northem industrialists 

worked through COPARMEX. Mariano Suarez, the new president of COPARMEX, 

recruited the financial sector to join the umbrella organization. Juan Sanchez Navarro, 

the first president of the new umbrella organization, remembered that some of the 

influential members of the CMHN and ABM, such as prominent banker Agustin 

Legorreta, had to be convinced to join such an organization (Valdes Ugalde 1997, p. 

189).'* They succeeded. In 1975, seven leading business organizations founded a new 

^ Navarro, himself, was the director of one of the largest beer companies based in Monterrey. 
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umbrella business organization: the Business Coordinating Council (Consejo 

Coordinador Empresarial-CCE) (Valdes Ugalde 1997, p. 189). 

Even though the CCE claimed to represent the private sector, it advocated policies 

favored by the radical sector of the northern industrialists. The CCE called for a greater 

private sector voice in government decisions (Luna 1992, p. 40 and 49) and for reduced 

state intervention in the economy (Luna 1992, p. 102). The CCE criticized key elements 

of the national project such as centralized economic planning and state intervention in the 

economy. Their 17 point doctrine published in May 1975 stated that "Centralized state 

planning of the economy is not compatible with a democratic regime..." (CCE 1975, p. 

11). They elaborated "The systematic tendency for the state to intervene as an employer 

constitutes a grave impediment to exercising the rights of individuals. As a guarantee that 

state intervention is subordinated to the demands of economic development and the 

common good, we need a jfree and effective political regime" (CCE 1975, p. 10). The 

CCE threatened to withdraw their support for the PRI regime if the government did not 

withdraw from the national project. The composition of the CCE helps explain its partial 

stance towards the national project. 

Radical northern industrialists led the CCE, particularly early on (Luna 1992, p. 

46). Until 1982, three of the five CCE presidents belonged to COPARMEX or 

CONCANACO, and the other two represented industrialists belonged to CONCAMIN 

(Luna and Tirado 1992, p.49). Moreover, smaller industrialists were not well represented 

in the CCE. The leadership of both COPARMEX and CONCAMIN, in the mid-1970s, 

came from the old industrial stronghold of Monterrey. Since Guajardo Suarez' resigned 
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as president of COPARMEX, COPARMEX had been led by large industrialists from 

Monterrey (Maxfield 1990, p. 120). CONCAMTN had historically been ambivalent about 

its support for the national project (Luna 1994, p. 207). At this time, however, larger 

industrialists dominated the organization. 

The voting structure within the CCE gave the financial sector a great deal of 

influence in the CCE. Each business association in the CCE had one vote (Luna and 

Tirado 1992). Two of the seven founding members represented the financial sector. 

Table 6.7 lists the business associations according to their class segment. Both ABM and 

AMIS represented the financial sector. By the early 1980s, however, two more 

organizations representing financial sector interests became voting members of the CCE. 

The AMCB and the AMTR joined in the early in 1980s. Their addition tipped the balance 

within the CCE towards the interests of the financial sector. The financial sector also 

gained representation through the CMHN. Eventually, the CMHN came to dominate the 

CCE and the ABM itself ceded power to the CCE (Garrido Noguera and Lopez 1989, p. 

112).^ The CMHN came to represent the intertwined interests of bankers and large 

industrialists through conglomerates. The power structure within CONCAMIN and 

COPARMEX and the voting structure of the CCE made the CCE the primary vehicle 

through which large industrialists and the financial sector represented their interests. 

[Table 6.7 about here] 

^ The CCE funded two existing think tanks and two new ones to provide economic analysis to justify 
CCE's economic policy proposals (Luna and Tirado 1992, p. 45). CEMAl, for example, (Consejo 
Empresarial Mexicano para Asuntos Intemacionales — CEMAI) published studies that criticized the 
government's populist policies (Luna 1992 p. 47-48). 
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Resistance from National Project Core Constituents ri974-1976) 

The formation of the CCE revealed a cleavage within Mexico's industrial sector. 

CANACINTRA, representing smaller industrialists in the Mexico City region and 

Guadalajara, had been reluctant to criticize the Echeverria' administration (Tirado 1987, 

p. 489). In 1974, the editors of CANACINTRA's monthly magazine defended centralized 

economic planning and thus, the government's involvement in the economy. "There are 

various sectors that have declared themselves, with very little courtesy, against the 

positions which this Chamber has upheld regarding the necessity of planning in our 

economy...verbal terrorism is something that must be exiled from this 

land."(CANACINTRA 1974). CANACINTRA publicly criticized the formation of the 

CCE and the policies it advocated. Expansion reported the confroversy svirrounding the 

CCE. "In the middle of a red hot, deeply sectoral and political debate, national 

employers officially presented their 17 point doctrine this month, in which they 

delineated what they thought their future role should be in Mexico's economic 

development. The document, disclosed by the recently founded CCE, unleashed a wave 

of criticism overnight... Critics included other employer groups, such as 

CANACINTRA." (1975). Shortly thereafter, in the heat of the presidential race of 1976, 

the president of CANACINTRA, Joaquin Pria Olavarrieta, warned: "We don't want to 

fail into the anti project which is always paralyzing.. .One of the ways that we can dig 

ourselves out of the hole in which we find ourselves now, is to try to find financing 

within our own country without using foreign sources of money...But, we can't solve 

anything by yelling." (Olavarrieta 1976). 
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Reluctantly, CANACINTRA joined the CCE in 1976. Nevertheless, 

CANACINTRA was never granted a vote within the CCE. Moreover, because this large 

organization included industrialists with diverging interests, the radicals were able to 

capture the leadership and contain CANACINTRA's vocal dissent. The radicals within 

CANACINTRA maneuvered to secure the organization's reticence. By 1976, northem 

CANACINTRA delegates from the powerfiol chemical industry, an industry dominated 

by large companies who were amenable to the radical line, succeeded in replacing old 

leadership sympathetic to the national project (Puga 1992, p. 31; Tirado 1987, p. 489). 

CANACINTRA subsequently became more reluctant to defend the interests of its 

traditional base of support: small and medium industrialists located in the Mexico valley 

and Guadalajara (Puga 1992, p. 31). 

Destabilizing Intra-Bureaucratic Consensus (1970-1976) 

Trends in ministerial tumover rates can be a barometer of intra-bureaucratic 

conflict. Figure 6.3 traces the average number of ministers in each ministry by 

presidential term (ministerial tumover rate). The ministerial tumover rate peaked at just 

over two ministers per ministry during the early contentious years of the post-

revolutionary regime. It decreased during the 1950s and 1960s, as the regime 

consolidated and Mexico experienced economic prosperity. Average ministerial tumover 

climbed during the Echeverria administration for the first time. 

[Figure 6.3 about here] 
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Figure 6.3 illustrates that the turnover rate was higher than average in the 

budgeting and planning ministries in the 1970s. The budgeting and planning ministries 

determined the government's monetary policy.^ This suggests that a closer analysis of 

turnover in these ministries might reveal that a conflict over monetary policy constituted 

the primary conflict within the government at the time. 

There were three Finance Ministers during Echeverria's administration. Conflict 

between national project loyalists and conditional allies of the national project explain 

each of these changes. Echeverria appointed a monetarist as his first Finance Minister. 

Finance Minister, Hugo Margain shared the fiscally conservative views of his former 

employer, the long-time Minister of Finance, Antonio Ortiz Mena (Centeno 1995, p. 

154). His appointment received widespread approval fi-om the business community 

(Editores 1970b). 

However, Echeverria subverted the Finance Minister by moving economic 

plaiming to the presidential palace (Centeno 1995, p. 81). Margain initially tried to 

mediate the conflict between Echeverria and the financial sector (Maxfield 1990, p. 119). 

In 1973 Margain insisted Echeverria cut the budget and refiised to approve Echeverria's 

proposed budget. According to Maxfield, "Margain was fired for refiising...to authorize 

increases in public spending that he considered inflationary"(Maxfield 1990, p. 119).^ 

® Budgeting and planning ministries included the Finance Ministry, the Budgeting and Planning Ministry 
and the Ministry of General Accounting. The Finance Ministry largely controlled the government's budget 
between 1954 and 1970 (Bailey 1980, Centeno 1995 p. 79). The budgeting and planning ministry, created 
in 1976, asserted its control over the budgetary process by 1979. The presidency controlled budgeting in 
the interim. The budgeting ministry remained powerful until it was disbanded and replaced again by the 
Finance Ministry in 1992. The Ministry of General Accounting was created under de la Madrid and had 
additional budgeting oversight. 
' Accounts of Margam's departure differ. Some argue that Margain resigned. For example, Garrido 
Noguero states that the Finance Minister, Hugo Margain, expressed his exasperation with Echeveria's 
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Expansion expressed the concerns of financiers commenting: "Few events. ..have 

recently caused as much comment and dismay as the resignations of the Finance 

Minister, Hugo B. Margafn"(1973a). 

Fed up with resistance firom monetarists in the Finance Ministry, Echeverria 

replaced Margafn with an old fnend, Lopez Portillo (Centeno and Maxfield 1992, p. 80). 

Lopez Portillo buUt his career in SEP ANAL, the ministry most closely associated with 

the national project. Lopez Portillo readily approved Echeverria's budget increases. 

Indeed, the public deficit grew between 1973 and 1975 from 5 percent to 9 percent of the 

GDP (Maxfield 1990, p. 119) Echeverria was so pleased with Lopez Portillo that he 

chose him as his successor. Lopez Portillo's candidacy for president left a vacancy in the 

Finance Ministry. 

Echeverria's third appointment to the Finance Ministry reflected his need to 

rebuild bridges with the financial community. Lopez Portillo ran for president in the 

midst of what public commentators called "a breach of trust". The 1976 devaluation 

generated an outcry against the government led by the conditional allies of the national 

project. "Resolving the 'breach of trust' may be the key issue for the new administration" 

admonished a leading business magazine editorial entitled "Evident Crisis" on November 

10, 1976, less tlian a month before Lopez Portillo took office (Editores 1976a). In an 

attempt to appear conciliatory towards the national project conditional allies, Echeverria 

appointed Ramon Beteta, a career Finance Ministry bureaucrat, as the interim Finance 

Minister. 

policies by resigning in 1973 (Garrido Noguera and Lopez 1989, p. 112). Others, including Maxfield, argue 
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Conflict between a national project loyalists (or structuralists) and monetarist also 

caused the departure of the first two ministers of the most important plaiming and 

budgeting ministries under Lopez Portillo. Lopez Portillo recognized the "breach of trust" 

and met with leaders of the business community within 10 days of taking office. Leaders 

signed a ten-point agreement designed to facilitate better communication (Editores 

1976b). He then carefully tried to balance monetarists and structuralists in his cabinet 

(Centeno 1995, p. 155). His choices led to open conflicts between ministers. As a result, 

Lopez Portillo's cabinet is widely viewed as one of the most contentious. 

Lopez Portillo appointed an old friend of Lopez- Portillo's with significant private 

sector experience. By appointing someone who did not have experience in the Finance 

Ministry Lopez Portillo may have hoped that Moctezuma Cid would not advocate 

orthodox monetarist policy. By appointing someone from the private sector, Portillo may 

have hoped to appease private sector critics. The new Finance Ministry, Julio Rudolfo 

Moctezuma Cid, however, had monetarist leanings. Centeno describes him as the leader 

of the conservatives in the federal bureaucracy (Centeno 1995, p. 155). 

Lopez Portillo tried to ensure that Moctezuma Cid would not acquire too much 

power by creating another ministry that officially had power over the Finance Ministry. 

He reorganized what had been the Secretariat of the Presidency (since 1958) into the 

Secretariat of Planning and Budgeting. Lopez Portillo appointed a veteran of the national 

project to head up the new "super-ministry" - Carlos Tello. Tello's base of power came 

from the old national project ministries, most importantly SEP ANAL (Centeno 1995, p. 

that Echevem'a fired Margam (Centeno 1995, p. 151). 
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155). As head of the new Ministry of Budgeting and Planning (SPP), he promoted 

SEPANAL's commitment state involvement in the economy (Centeno, p. 186). As Bailey 

described "Tello's overall thrust implied a more active, statist orientation, with a greater 

role for public and mixed enterprise" p. 48, 1980. 

Not long after taking office, Moctezuma Cid and Tello came to blows. Tello 

accused Moctezuma Cid of implementing the IMF's austerity measures without regard 

for Mexico's economic development (Centeno 1995, p. 155). The international as well as 

the domestic financial community (Bailey 1980) avidly supported Moctezuma's 

criticisms of the structuralist policies pursued by Tello. Boosted by pressure from 

national project conditional allies, Moctezuma Cid struggled to assert power over Tello 

and the bureaucracy. The conflict between Moctezuma Cid and Tello is viewed by many 

as symbolic of the national debate between two economic models. Within a year, Lopez 

Portillo acceded that the two could not work together and he asked them both to resign. 

Lopez Portillo recognized that he could not subvert the monetarists. As the following 

chapter illustrates, during the rest of his administration Lopez Portillo increasingly ceded 

power over to the monetarists. 

Conclusion 

Echeverria's efforts to shore up support from the core constituents of the national 

project pushed its conditional allies away and stimulated intra-bureaucratic conflict that 

carried on into the next presidential administration. His efforts reversed several policies 

that had appeased conditional allies of the national project. The financial sector grew 
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impatient with loose monetary policy and deficit spending. Large industrialists 

disapproved of increased competition with state producers of industrial inputs. 

Merchants opposed the expansion of the state's retailing division of CONOSUPO 

throughout urban centers. By the time Lopez Portillo took office, the conditional allies of 

the national project viewed the state and its industrialization strategy with deep suspicion. 

These elite segments shared a preference for tight monetary policy and viewed state 

intervention in other aspects of the economy as unwarranted. As the next chapter 

illustrates, the changing nature of foreign investment strategies in the late 1970s created 

the material base for a new internationalist elite (Garrido Noguera and Lopez 1989, p. 

114). Lopez Portillo's efforts to appease both the interests of the national project 

constituents and the new internationalists elite aggravated conflict within the 

bureaucracy. 
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Figure 6.1: Aspects of IPE Model Examined in Chapter 6 
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Table 6.1: Manufacturing Sector's Growth Rate and Nominal Average Trade Balance by 
Presidential Administration: 1959-1982 
Presidential 
Administration 

Average Percent Growth Rate 
of Manufacturing Sector 

Nominal Average Trade 
Balance in Millions of Dollars 

1959-1964 9.0 -344.1 
1965-1970 9.0 -473.6 
1971-1976 6.7 -2538.6 
1977-1982 5.9 -3003.3* 
Source: Manufacturing Sector Growth Rate: Ayala Espino, Jose, Estadoy Desarrollo: La formacion de la 
economia mixta mexicana (1920-1982).Q^exico City, Mexico: Fondo de Cultura Economica, Secretarfa de 
Energia Minas e Industria Paraestatal, Universidad Nacaional Autonoma de Mexico, 1988), p. 287,382, and 
449. Trade Balance: INEGI, Estadisticas Historicas de Mexico, (Institute Nacionai de Estadfstica 
Geografia e Informatica, Mexico City, 1985), p. 666. 

* Trade Balance calculated for years 1977-1981. In 1982, the trade balance was positive for the first time 
since 1949. 

Table 6.2: Economic Spending as a Percent of the Federal Government's Budget by 
Presidential Administration: 1935-1994 
Presidential Administration Economic Spending as a Percent of Federal Budget 
35-40 38 
41-46 39 
47-52 52 
53-58 53 
59-64 39 
65-70 55 
71-76 62 
77-82 41 
83-88 39 
89-94 32.6 
Source: INEGI, Estadisticas Historicas de Mexico, (Instituto Nacionai de Estadfstica Geografia e 
Informatica, Mexico City, 1985), p. 657. 
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Table 6.3: The Number of Public Enterprises Established: 1934-1982 
Year Enterprises with State Number of Total Number of Public 

Participation Decentralized Agencies Enterprises 
1934-40 29 10 39 
1940-45 37 14 51 
1945-50 30 20 50 
1950-59 65 36 101 
1960-70 105 27 132 
1970-76 458 176 845 
1976-82 829 103 1,155 
Source: Teichman, Judith. 1995. Privatization and Political Change in ! Mexico. Pittsburgh: University of 
Pittsburgh Press, p. 29 adapted from Tamayo, "Relacidn Gobierno Federal,' ' 228 and Secretaria de la 
Controlaria General de la Federacion, Restructuracion del Sector Parastatal, 74. 

Table 6.4: Social Spending, Government Budget and Deficit as a Percent of GNP: 1970-
1976 
Year Social Spending as %of Government Budget as a Deficit as % of GDP 

GNP Percent of GDP 

1971 6 
7 
8 

1972 6 10 
1973 6 10 5 
1974 7 12 5 
1975 7 13 9 
1976 9 13 7 

Source: Social spending as percent of GNP calculated based on Ayaia Espino, Jose. 1988. Estado y 
Desarrollo: La formacion de la economia mi.xta mexicana (1920-1982). Mexico City, Mexico: Fondo de 
Cultura Economica, Secretaria de Energia Minas e Industria Paraestatal, Universidad Nacaional Autonoma 
de Mexico, p. 448 and p. 452; Government budget as a percent of GDP calculated from IMF, International 
Financial Statistics Yearbook, 1999, p. 652 and Salinas de Gortari, Segiindo Informde de Gobierno, Anexo 
1990; Deficit as a percent of GDP from Maxfield, Sylvia. 1990. Governing Capital: International Finance 
and Mexican Politics. Ithaca: Cornell University Press. 
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Table 6.5: Domestic and Foreign Public Debt 
Year Public Debt Percent 

as Growth Rate 
Percentage of the Public 
of GDP Debt 

Foreign Debt Foreign 
as Percent of Public Debt 
Public Debt as % of GDP 

1970 11 5 7 1 
1971 15 41 18 3 
1972 16 18 16 2 
1973 17 10 15 3 
1974 17 7 19 J 
1975 20 22 19 4 
1976 27 48 24 7 

1965-70 11 8 
Average 
1971-76 21 19 
Average 

Source: Calculated based on IMF, International Financial Statistics Yearbook, 1999, p. 6 
Gortari, Sexto Informe de Gobeirno, Anexo, 1994, p. 97. 

Table 6.6: Consvimer Price Index: 1978=100 
Year Consumer Price Index Year Consumer Price Index 
1959 22.5 1971 31.1 
1960 23.6 1972 31.9 
1961 23.9 1973 37.0 
1962 24.3 1974 45.3 
1963 24.4 1975 50.0 
1964 25.5 1976 61.2 
1965 26.0 1977 84.6 
1966 26.3 1978 100.0 
1967 27.0 1979 118.3 
1968 27.6 1980 147.2 
1969 28.3 1981 183.3 
1970 30.0 1982 286.1 

Source: INEGI, 1985, Estadisticas Historicas de Mexico. Mexico City; Instituto Nacional de Estadfstica 
Geografia e Informdtica, p. 808-809. 
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Figure 6.2: Strained National Project Ruling Block: 1970-1976 
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Table 6.7: Members of the Business Coordinating Council (CCE) by Class Fraction 
Small Industrialists and State 
Enterprises 

Large 
Industrialists and 
Merchants 

Bankers and 
Financiers 

Conglomerates 

CANACINTRA (1976)'' COPARMEX*'' 
CONCANACO* 
CONCAMIN* 

ABM* 
AMIS* 
AMCB (1980)* 
AMIB (early 

1980s) 

CMHN* 

a. Years in parenthesis indicates year association joined the CCE. 
b. Associations marked are voting members of the CCE. 

Sources: Luna, Matilde and Ricardo Tirado. 1992. El Consejo Coordinador Empresarial. Una Radiogrqfia. 
Mexico City: UNAM, Instituto de Investigaciones Sociales, p. 66; Puga, Cristina. 1994. "Las 
Organizaciones Empresariales en La negociacion del TLC." in Los Empresarios Ante la Globalizacion, 
edited by R. Tirado. Mexico City: C^ara de Diputados, Institute de Investigaciones Legislatives, UNAM 
and Instituto de Investigaciones Sociales , p. 83. 

Note; membership in CONCAMIN, like CONCANACO, is compulsive for legal businesses. Concamin 
represents approximately 86.51 percent of the total industrial enterprises, therefore, it includes both small 
and large industrialists (Luna and Tirado 1992, p. 40). While CONCAMIN historically supported the 
national project, when large industrialists mobilized during the early 1970s, they were able to take control 
over the leadership within CONCAMIN. Therefore, I code CONCAMIN as representing large industrial 
interests at the time when the CCE was founded. Nevertheless, by belonging, it implied support from small 
industrialists for the CCE initiative. 
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Figure 6.3: Budgeting/Planning and Overall Average 
Ministerial Turnover Rates by Presidential Term: 1934-1994 
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Source: Camp, Roderic, 1993, Mexican Political Biographies. 

Tucson; University of Arizona Press. 
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Chapter 7 

The Socioeconomic Roots of "The Fight over the Nation" (1976-1982) 

This chapter illustrates the second globalization mechanism in the political 

economy model. Figvire 7.1 diagrams the links in the IPE model examined in this chapter. 

It shows how changes in foreign investment strategies aggravated tension among the 

economic elite and further destabilized the government. A shift from long-term foreign 

debt and towards short-term foreign debt in Mexico's private sector redirected 

industrialist and banker interests. Foreign credit fueled agglomeration of banks and large 

industrialists. TNC interest in joint ventures with conglomerates made large industrialists 

more confidant to pursue an export led industrialization strategy'. Thus, by the late 1970s, 

a new economic elite actor had emerged with a distincdy international orientation. I call 

this newly consolidated economic elite, the internationalists. In the late 1970s, the 

internationalists mobilized against the state sponsored national (industrialization) project. 

They promoted an alternative export led industrialization project. In contrast, elites who 

were unable to take advantage of increased access to international credit, such as smaller 

Mexican industrialists, vigorously defended the national project. Thus, changes in foreign 

investment strategies aggravated differences among the economic elite, laying the ground 

for chronic intra-elite conflict. This, in tum, intensified intra-bureaucratic conflict. 

[Figure 7.1 about here] 

The evidence presented in this chapter undermines the diffusion model in two 

ways. First, it demonstrates the salience of a globalization mechanism other them the 
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diffusion of ideas. It suggests, therefore, that to understand how globalization operates, 

we need to analyze how foreign investment strategies may shape the constellation of 

domestic economic elite interests. This doesn't mean that the diffusion of ideas through 

out the world may not also occur. It merely suggests that the diffusion globalization 

mechanism is insufficient. 

Second, it suggests that pressure from domestic economic elites influence 

politicians more than the diffusion approach would expect them to. This chapter shows 

that Lopez Portillo, unlike Echeverria, tried to satisfy competing economic elite interests. 

He made ample concessions to the conditional allies of the national project. At the same 

time, he used oil reserves to bolster the national projects' core constituents. The Mexican 

State, under Lopez Portillo, was not oblivious to competing pressures from economic 

elite segments. Rather it actively tried to mediate latent intra-elite conflict. Lopez 

Portillo suppressed overt intra-elite conflict by internalizing the conflict within the 

bureaucracy. 

Thus, unlike most interpretations of the fierce conflict within the government 

between 1976-1982, this chapter underscores the socioeconomic origins of intra-

bureaucratic conflict. Scholars of the Mexican State typically characterize the Lopez 

Portillo administration as a deeply divided administration. Indeed, one of the most often 

cited works on this era of Mexican politics is a book entitled "La Disputa por la nacion" 

roughly translated as the fight over the nation (Cordera and Tello 1981). The title aptly 

describes the heated conflict that unsettled the Mexican bureaucracy between 1976 and 

1982. Diffusion scholars generally characterize the conflict as one between political 
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leaders with different policy preferences formed independently of economic elite interests 

(Babb 1998; Centeno 1995; Teichman 1995). In contrast, this chapter traces the intra-

bnreaucratic conflict to a contest for power between bureaucratic factions allied with 

competing economic elite segments.' 

New Foreign Investment Strategies 

Foreigners became increasingly interested in loaning Mexico money during the 

1970s. Moreover, the character of these loans, (principally short-term loans to Mexico's 

private sector) was new. Direct foreign investors such as TNCs also redirected their 

attention away from producing for the domestic market. 

Swelling Foreign Financing 

Mexico's total foreign debt grew 13 fold between 1970 and 1981 (Quijano and 

Berhens 1985b, p. 70). As Table 7.1 shows, the size of Mexico's foreign debt relative to 

its GNP grew from 13 percent in 1973 to 36 percent in 1982. By 1982, Mexico had the 

world's second largest foreign debt (Quijano and Berhens 1985b, p. 77). The average 

growth rate in foreign investment in Mexico demonstrates that the oil boom accelerated 

lending late in the decade. It grew from an annual average growth rate of 9 percent 

' This analysis is largely consonant with Ma.xfield's analysis of ±e effect of the monetarist policy network 
on the bureaucracy in the late 1970s. However, Maxfield's analysis glosses over the way that the changes 
in the economic interests of the conglomerates may have generated pressure for a more comprehensive 
economic development strategy. For her, banker interests and monetarist policy preferences remained 
fairly constant from the 1920s through the 1990s. This chapter illustrates that because the interests of 
certain private sector segments shifted, their political allies became charged with articulating an alternative 
economic development project that competed with the national project. 
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between 1971-1977 to 58.9 percent between 1978-1981 (Cardero, Quijano, and Manzo 

1983, p. 228). 

[Table 7.1 about here] 

The growth in Mexico's foreign debt reflected a general growth and interest on 

the part of businesses in advanced industrial countries to invest in developing countries 

(Quijano 1981, p. 60). According to the World Bank, the proportion of foreign debt in 93 

developing countries accounted for by public international lending agencies (including 

governments as well as International Financial Institutions) declined from 67.5 percent in 

1971 to 45 percent in 1980 (Quijano 1983, p. 148). Meanwhile, the proportion of foreign 

credit contracted by 96 developing countries from private banks increased from 10 

percent in 1970 to 41.9 percent in 1978 (Quijano 1981, p. 58). 

The proportion of foreign lending to Mexico provided by foreign banks alone rose 

from 15.5 percent in 1971 to 47.9 percent in 1980 (Quijano 1983, p. 148). By 1982, 

Mexico owed 31 percent of its total foreign debt to U.S. private banks alone (Quijano and 

Berhens 1985b, p. 84). In fact, eight U.S. banks, led by Citicorp, accounted for 16 percent 

of Mexico's foreign debt (Quijano and Berhens 1985b, p. 84-85). Table 7.1 shows that 

foreign investors became increasingly interested in investing in Mexico's private sector. 

The percent of Mexico {s foreign debt contributed by all private lending institutions 

increased from 587 percent in 1970 to 81 percent in 1982. The annual growth rate of the 

Mexico's private sector foreign debt increased from 19.7 between 1971-1977 to 33.3 

percent between 1978-1981 (Quijano and Berhens 1985a, p. 111). 
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Reorienting TNCs to Foreign Market 

In the 1970s, TNCs operating in Mexico shifted their orientation from the 

domestic market to the export market. Before the 1970s, foreign carmakers primarily 

assembled cars for the Mexican market in Mexico. Subsequently, however, U.S. 

carmakers began to produce entire cars for the U.S. market in Mexico (Micheli 1990). 

TNCs also began to move production facilities closer to the major export market: the 

northern border with the U.S (Ramirez 1995; Shaiken 1994; Tamayo Flores 1997, p. 21, 

23, 35; Tamayo 1996). 

Changes in the Social Structure of the Economic Elite 

Changes in foreign investment strategies in Mexico undermined old elite 

alliances. Easy access to foreign credit decreased the mutual dependence between the 

state and the financial sector. Swelling short-term foreign financing for banks and 

northern conglomerates laid the basis for a common internationalist orientation among 

bankers and northern conglomerates. Government reforms made holding companies 

possible (Teichman 1995, p.99). Thus, northern industrialists and bankers were able to 

use foreign financing to fuse their interests in formidable conglomerates that joined 

financial and industrial enterprises (Kunhardt 1996; Teichman 1995, p. 84). Foreign 

financing also reduced incentives for bankers and northern based conglomerates to invest 

in industrialization. Domestic credit for industrialization, particularly for smaller 

industrialists, steadily contracted. In addition, the 1982 economic crisis prompted large 

northem industrialists to reorient their production away firom the domestic market. 
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Changes in foreign investment strategies made it harder for smaller industrialists 

concentrated in the metropolitan area of Mexico City to survive and undermined the 

commitment of large industrialists and bankers to the national project. 

The changes in foreign investments in Mexico altered the social structure of the 

economic elite. It gave birth to conglomerates, which brought financiers together with 

large industrialists. Conglomerates eventually formed the nucleus of the internationalist 

elite. The new foreign investment strategies, however, undermined smaller industrialists 

that had once been a core constituent of Mexico's national industrial project. 

The Rise of the Conglomerate 

Large companies and conglomerates received a growing proportion of the 

Mexico's foreign and domestic credit during the 1970s (Aguila and Rios 1994; Maxfield 

1990, p. 160; Valdes Ugalde 1988, p. 58). A survey of the top ten conglomerates in 1981 

revealed that they accounted for 17 percent of all financing, 34 percent of foreign debt, 

and 10 percent of domestic debt (Cardero, Quijano and Manzo 1983, p. 270; Maxfield 

1990, p. 104). Table 7.2 presents results from an analysis of company financing from a 

survey of businesses disaggregated by size. It shows the growing gap between small and 

large companies in access to foreign financing. By 1981, small companies in Mexico 

obtained only 3 percent of their financing from foreign sources. This contrasts with the 

very large companies, which obtained 52.3 percent of their financing from foreign 

sources (Cardero, Quijano and Manzo 1983, p. 269; Maxfield 1990, p. 104). The credit 

extended by Mexican banks was also concentrated in the hands of a few large companies. 
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Between 1979 and 1980, the four largest banks in Mexico extended close to 45 percent of 

their loans to .5 percent of their collective clients (Quijano 1981, p. 240). Indeed, in 1979 

"5 percent of all borrowers consumed 68 percent of all banking system credit" (Maxfield 

1990, p. 103). 

[Table 7.2 about here] 

The widening gap between large and smaller industrialists in access to foreign 

credit reflected a shift in foreign lending preferences. Table 7.3 shows that even though 

foreign financing accounted for about a quarter of Mexico's private sector debt for most 

of the 1970s, foreign financing shifted away from foreign companies to Mexican 

conglomerates. By the end of the decade, the proportion of private sector foreign debt 

accounted for by Mexican companies rose from an average 23 percent (1971-1976) to an 

average 87 percent (1978-1981) (Cardero, Quijano and Manzo 1983, p. 255). A study 

comparing the sources of financing for Mexican and foreign industrial companies 

operating in Mexico between 1970-1973 showed that only 10 percent of the financing 

used by Mexican companies derived from foreign sources. In contrast, foreign industrial 

companies garnered 26 percent of their resources from foreign sources at the beginning 

of the 1970s (Quijano 1985, p. 200). For the first time in 1978, foreign lenders 

demonstrated more interest in making loans to Mexican companies than to foreign 

companies operating in Mexico (Quijano 1981, p. 270). Indeed, analysis of large 

Mexican companies that sell shares on the Mexican Stock Exchange demonstrates that by 

the end of the decade an increasing proportion of their assets derived from bank loans, the 

majority of which were from foreign banks (Hoshino 1989, p. 365). 
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[Table 7.3 about here] 

This shift away from long-term investments in transnational companies operating 

abroad towards short-term investments in Mexican conglomerates reflected a general 

shift towards short-term lending on the part of foreign lenders (Quijano 1985, p. 207; 

Quijano and Berhens 1985a, p. 137). Short-term loans made up a growing proportion of 

developing country debt in the 1970s (Quijano 1983, p. 148). According to Financial 

Statistics and World Financial Markets, Mexico's share of developing country short-term 

foreign bond debt (from a sample of 93 countries) rose from an average 23.6 percent 

between 1976-1978 to 40.4 percent between 1979-1982 (Quijano 1983, p. 149). Short-

term debt accounted for a growing proportion of Mexico's foreign debt. As Table 7.3 

shows, the proportion of Mexico's net foreign debt accounted for by short-term loans 

rose from an average 18 percent between 1971-1977 to an average 27 percent between 

1978 and 1981. Table 7.3 also shows that short-term loans became the predominant 

mode of financing for Mexico's private sector by the end of the decade. Short-term loans 

made up on average 39 percent of the private sector foreign debt in Mexico between 1971 

and 1979. Between 1978 and 1981, however, short-term loans made up an average of 75 

percent of private sector foreign debt in Mexico. Short-term loans were particularly 

concentrated in Mexican companies. Table 7.3 shows that the proportion of Mexican 

company foreign debt that was short-term increased from an average 31 percent between 

1971-1977 to an average 90 percent between 1978 and 1981. 
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The Asphyxiation of Smaller Industrialists 

Expanding access to short-term foreign credit generated new sources of income 

for Mexican bankers and made them less committed to the national project. This made it 

more and more difficult for smaller industrialists to acquire credit. Mexican banks 

accounted for about half of Mexico's private sector foreign debt in 1981 (Maxfield 1990, 

p. 102; Quijano and Berhens 1985a, p. 133). However, banks became reluctant to make 

long-term investments in manufacturing.^ The proportion of commercial bank assets 

accounted for by long-term credits declined from 36 percent in 1970 to 27 percent in 

1979 (Maxfield 1990, p. 101). The declining interest in long-term investments depressed 

credit available for industry. Table 7.4 indicates the proportion of private investment in 

industry declined from 43 percent in 1975 to 34 percent in 1983. Moreover, the 

proportion of industrial financing available for manufacturing declined from 42.3 percent 

in 1970 to 33.3 percent in 1983 (Quijano and Berhens 1985a, p. 190). The rising 

proportion of private investments in services, demonstrates the rise in short-term 

investments. 

[Table 7.4 about here] 

Instead, banks and large industrialists used their increased access to capital to 

fiirther consolidate their wealth (Garrido Noguera 1998, p. 421-423; Hoshino 1989, p. 

373). Analysis of the distribution of shareholders in publicly traded conglomerates 

reveals that a few Mexican families remained in control of the conglomerates that 

" The proportion of the nation's gross fixed capital contributed by the private sector also declined from 67 
percent in 1970 to 56 percent in 1982. This reflects the waning commitment on the part of the private 
sector to invest in long-term capital projects (INEGI 1985; Maxfield 1990, p. 81). 
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expanded during this period (Hoshino 1989, p. 370-372). In the 1970s, large banks 

bought up smaller banks. For example, the total number of banks declined from 240 in 

1970 to only 97 in 1981 (Maxfield 1990, p. 105) and the number of banks accoimting for 

75 percent of system wide bank resources declined from 18 percent in 1970 to 6 percent 

in 1979 (Cardero, Quijano and Manzo 1983, p. 197). Northem-based conglomerates also 

grew dramatically during the 1970s (Alba Vega 1998; Maxfield 1990, p. 103). They 

diversified rather than enhanced their productive capacity (Garrido Noguera and Lopez 

1989, p. 113; Hoshino 1989, p. 351, p. 364; Quijano and Berhens 1985a, p. 131). Thus, 

Mexico's four largest conglomerates acquired only 9 companies between 1975-77 but 

acquired 32 between 1978 and 1981 (Maxfield 1990, p. 105). While there were only 39 

conglomerates in 1979, by 1981 there were 120, a majority of which included both banks 

and industrial holdings (Maxfield 1990, p. 105). The oil boom in the late 1980s 

accelerated the pace of agglomeration (Garrido Noguera and Lopez 1989, p.l 13; Hoshino 

1989, p. 358-9). Conglomerates that included banks grew in part because they could take 

advantage of privileged access to domestic financing from their own banks (Hoshino 

1989, p. 365). 

The declining use of domestic inputs for exports compounded difficulties for 

smaller companies. Not only were they not able to secure credit, but their market was 

also contracting. An auto industry analysis lamented "a great part of the national 

manufacturing and supplying capacity was lost in the 1980s"(Micheli 1990, p. 232). 

Even though exports increased exponentially, Mexico increasingly imported intermediaxy 

goods to meet the demand for production for export. Table 7.5 shows that despite the 
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explosion in exports in manufacturing and the automobile industry, Mexico continued to 

run a trade deficit through most of the 1980s in these sectors. 

[Table 7.5 about here] 

Thus, as table 7.6 shows, smaller companies accounted for a smaller proportion of 

industrial jobs and contributed a smaller proportion of manufacturing's GDP in 1985 than 

they did in 1965. Moreover, between 1986 and 1989, their collective gross product 

decreased firom 127.7 thousand million pesos to 126 thousand million pesos (Alba Vega 

1994, p. 230). Regions historically dominated by smaller industrialists, such as the 

Metropolitan Area of Mexico City also began to de-industrialize during the 1980s 

(Tamayo Flores 1997, p. 1). 

[Table 7.6 about here] 

The Emergence of the Intemationalist Elite 

The intemationalist orientation of conglomerates deepened after the 1982 debt 

crisis as they became more interested in exporting. Large industrialists had already begim 

to successfully access foreign markets in the late 1970s, particularly during the oil boom 

of the late 1970s (Garrido Noguera 1998, p. 419). However, the shrinking domestic 

market after 1982 led them to pursue export markets more vigorously (Alba Vega 1994, 

p. 243; Pozas 1990). Table 7.7 shows the growth in foreign sales of 17 of the largest 

industrial conglomerates. Their growing interest in foreign markets dovetailed with the 

reorientation of TNC production to the export market. Large industrialists alone or in 

conjunction with TNCs began to build industrial plants near the U.S.-Mexico border, in 
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order to facilitate exporting products. Northern regions dominated by export industries 

accounted for a growing proportion of the nation's industrial plants (Tamayo Flores 

1997, p. 35). 

[Table 7.7 about here] 

Conglomerates and bankers increasingly shared economic interests, such as 

dependence on foreign loans and disinterest in national industrialization. Moreover, 

bankers and industrialists became increasingly integrated in national conglomerates that 

were mutually beneficial (Garrido Noguera and Lopez 1989, p. 119). Conglomerates 

embodied a new social actor: the new internationalist elite. After 1982, northern-based 

conglomerates not only became increasingly dependent on foreign financing, but they 

also increasingly redirected their sales away from the domestic market. This reduced 

their concern for generating local jobs that could fuel the domestic market. Moreover, by 

locating production for joint ventures with TNCs in the north, they further disarticulated 

production for export from domestic suppliers. Thus, when faced with government action 

that threatened these newly consolidated interests, this new international oriented elite 

struck back. 

The Bureaucracy Internalizes the "The Fight Over the Nation": Intra-bureaucratic 

Conflict (1976-1982) 

President Lopez Portillo tried to appease both the core constituents of the national 

project and the emerging internationalist elite. His efforts to do so meant that the 

bureaucracy internalized the simmering tensions between national project core 
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constituents and the internationalists. Intra-bureaucratic conflict intensified during his 

administration. Two competing proposals for economic development manifest the 

conflict between bureaucratic factions allied with different groups of the economic elite. 

On the one hand were the bureaucrats that had traditionally fostered the national project, 

anchored in SEP ANAL. On the other hand were bureaucrats that had traditionally been 

sympathetic to the monetarist interests of bankers, anchored in the Finance Ministry and 

the SPP. The latter group of bureaucrats responded to the internationalists by proposing 

an alternative economic project based in an altemative ruling block. 

Lopez Portillo's Balancing Act 

Lopez Portillo struggled to balance national project loyalists with bureaucratic 

allies of the burgeoning internationalist elite. The factions of the bureaucracy that had 

historically advocated tight monetary policy - also referred to as the monetarists -

became the political allies of the intemationalists. His first two appointments to the 

powerful finance and budgeting ministries illustrate Lopez Portillo's balancing act. He 

appointed a strong advocate for the national project, Carlos Tello, as Minister of 

Budgeting and Planning (SPP) and a monetarist, Moctezuma Cid, as the Finance 

Minister. When that failed, he tried swapping the project allegiances of these ministries. 

Instead of appointing a long-standing monetarist from the Finance Ministry, he appointed 

David Ibarra as the Finance Minister. Ibarra had little experience in the Finance 

Ministry, the Bank of Mexico or the private sector. Similarly, instead of appointing a 
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national project advocate to head the Ministry of Planning and Budgeting (SPP), he 

appointed Garcia Samz, a monetarist. 

David Ibarra had national project leanings. He worked at the National Finance 

Bank (NAFINSA) which was a state bank that was charged with financing national 

project core constituents. He had also worked at the United Nations Economic 

Commission for Latin America — a UN related institution that promoted import 

substitution industrialization throughout Latin America (Camp 1982). Thus, on paper, 

Ibarra appeared to sympathize with the national project. Indeed, he approved large 

government budgets for Lopez Portillo. However, he was also sympathetic to monetarist 

concerns and eventually acceded to the new directions proposed by the Ministry of 

Planning and Budgeting (SPP). 

Garcias Samz tried to redirect the goals of a relatively new and incoherent 

ministry. He stressed private sector participation in the ministry (Maxfield 1990, p. 136) 

and declared that the political economy of the country would progress with "support for 

and incentives to capital and sacrifice and effort from the working class" (Sainz 1980, p. 

31). Garcias Sainz resigned amidst criticisms from the national project loyalists who had 

hoped that he would check the Finance Ministry. Lopez Portillo persisted with his 

strategy to appoint a monetarist to head the SPP and appointed the then head of the 

budgeting branch of the SPP, Miguel de la Madrid. De la Madrid was a veteran of the 

Bank of Mexico and former employee of Ortiz-Mena (Finance Minister between 1954-

1970). 
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Two Competing Projects within the Bureaucracy 

In 1980, conflict between national project ministerial strongholds and the budding 

advocates of the internationalist agenda within the government came to a head. The 

conflict centered aroimd two proposals for Mexico's economic development (Centeno 

1995, p. 187; Maxfield 1990, p. 135): The National Plan for Industrial Development 

(PNDI) and the Global Plan for Development (PGD). 

The PNDI 

In 1978, SEP ANAL produced a detailed plan for Mexico's economic 

development entitled the National Plan for Industrial Development (PNDI). The PNDI 

proposed to use oil revenue to promote industrial development. It called for greater direct 

state investment in industry as well as protections for the small and medium sized 

industrialists. It projected a growing internal market, driven by workers as consumers. 

Thus, it also proposed to reoriented production towards basic consumer goods (Centeno 

1995, p. 187). Carlos Tello declared that the new economic strategy proposed by the 

PNDI "would be based on production of national goods and services which are socially 

necessary and would focus on the deficiencies in nutrition, health, education and housing 

that still plagued large elements of the population" (as cited in Centeno, 1995, p. 188). In 

other words, it promoted the interests of the national project's core constituents (SPP 

1985b). 

CANACINTRA and small industrialists applauded the PNDI. However, the 

internationalist elite opposed the PNDI. They opposed increased state involvement in the 
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economy (Maxfield 1990, p. 134) and objected to specific production goals established in 

the PNDI. The PNDI called for "mandatory goals" in industrial sectors regarding 

investment, production, prices, exports and integration with national supplies. The 

internationalists rebuked this rigidity. Maxfield writes "After the plan was announced, 

leaders of the CCE, COPARMEX, and CONCAMIN campaigned against the 

governments applying mandatory goals to private sector firms"(Maxfield 1990, p. 135). 

The SPP responded to the criticisms of the internationalists elite by proposing an 

alternative plan. 

The PGD 

The SPP produced a competing plan for economic development entitled the 

Global Plan for Development (PGD). The Global Plan for Development, written by 

future president Carlos Salinas, was the first effort to articulate an alternative to the 

national project. The PGD promoted the conservative fiscal policies favored by bankers. 

It called for a more limited public sector role than the PNDI as a way to control inflation 

(Maxfield 1990, p. 136). It advanced "new ways of financing development" (SPP 1985a, 

p. 20) that would reduce industry's reliance on the state. It emphasized frugality and the 

need to resist popular pressures (Centeno 1995, p. 188). It also promoted the interests of 

conglomerates by facilitating greater access to foreign markets. The plan de-emphasized 

the domestic market. Centeno writes "Instead of the domestic market, it emphasized a 

greater integration into the world economy follo\\ing the lines of the already booming 

Asian Pacific RimNICs" (Centeno 1995, p. 188). Thus, the plan proposed to "establish 
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an efficient link with the exterior, that stimulates modernization and the efficiency of the 

productive apparatus"(SPP 1985a, p. 18). It "emphasizes the revision of commercial 

policies, gradually reducing excessive protectionism and fomenting...non petroleum 

exports to more efficiently link the national economy to global commercial currents and 

to avoid a mono-export economy of petroleum" (SPP 1985a, p. 17). 

The authors of the PGD openly expressed their concern that the plan be 

acceptable to Mexican society and therefore that it be politically viable. They wrote that: 

"The decisions implied by the plan, and more importantly, the persuasion of society, is 

what can make changes in the community possible"(SPP 1985a, p. 13). They go on to 

argue that globalization calls for an alternative political project. "Globalization demands 

the combination of everything: the economic, and the social, framed in a philosophy that 

orients political decisions. The economic model is given and designed by a political 

model"(SPP 1985a, p. 13). They saw the need to politically justify their new economic 

project. They identify inflation and high unemployment as the reason for an alternative 

project. These problems "demand a new political direction be put into place that takes 

advantage of the vigor of our institutions and that revitalizes our political philosophy and 

principles"(SPP 1985a, p. 14). Aware of the currency of the national project with the 

poor in Mexico, they tried to sell the new project as a revitalization of revolutionary 

"principles" and "political philosophy". These statements indicate the conscious attempt 

to package a new economic agenda in an alternative political project. Thus, unlike the 

PNDI, the PGD had an extensive social aspect. 
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The extensive social aspects of the plan reveal that authors of the PGD intended to 

reconfigure the social basis of the regime. Figure 7.2 represents the proposed social basis 

of the PGD. The plan defines a new social sector, "the marginalized", and prioritizes 

social spending for them. One of the twenty-two goals of the plan is to "Direct more 

resources to provide minimal level of welfare, particularly for marginalized populations, 

in rural and urban areas"(SPP 1985a, p. 191). It underscored this emphasis by stating that 

"the solution of marginality is the central concern of the social policy [of this plan]" (SPP 

1985a, p. 192). The plan called for the institutionalization of a new program to address 

their needs called the General Coordinator for the National Plan for Depressed Zones and 

Marginal Groups (COMPLAMAR) (SPP 1985a, p. 191). The PGD proposes that the 

marginalized will be the critical partner of the internationalist elite. 

[Figure 7.2 about here] 

The architects of the PGD wanted to cut labor leaders out of the loop. Labor is 

mentioned in only two of the 22 goals of the plan. No social programs are proposed for 

organized labor, the working poor, or urban industrial workers. The PGD proposed to 

address labor's issues by increasing employment, rather than by creating more social 

programs. The PGD posits that an improved economy will improve social benefits rather 

than social programs (SPP 1985a, p. 49). They imply therefore, that social programs are 

unnecessary for the working poor. Figure 7.2 represents this alternative ruling bloc. Old 

social sectors that had been identified with the national project, such as organized labor, 

were effectively cut out of the ruling block proposed by the PGD. 
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Pressure from the internationalists convinced Lopez Portillo to significantly 

weaken the implementation of the PNDI and to agree to parts of the PGD. In 1980, he 

agreed that "mandatory goals" of the PNDI would only apply to the public sector firms 

(Maxfield 1990, p. 135). In doing so, Lopez Portillo signaled to the SPP that he was 

willing to work more closely with them on implementing aspects of the PGD. 

Nevertheless, Lopez Portillo continued to try to balance the interests of the national 

project core constituents with the mounting economic power of the internationalists. As 

the following section demonstrates, however, he found it increasingly difficult to do so. 

Intra-Elite Conflict Explodes after 1982 

Lopez Portillo had always pursued a banking policy that reflected the interests of 

bankers. For example, even before taking office, Lopez Portillo had instituted a major 

bank reform in 1975 that allowed financial institutions to consolidate and made tax 

policies more lenient (ABM 1981). Bankers and large industrialists supported Lopez 

Portillo for most of his administration. Reflecting on the status of the relationship 

between bankers and the government, the president of ABM recalled that although there 

was a serious "breach of trust" in 1976, Lopez Portillo had reconstructed the relationship 

between business and government (ABM 1981, p. 16). Don Lorenzo Servilje of 

COPARMEX stated: "With Lopez Portillo, the relationship was good at the beginning; it 

was the period of the Alliance for Production, we had a honeymoon, we thought we could 

hope..." (Servilje Sendra 2000, p. 8). During the remainder of the 1970s, the CCE 

remained quiescent. 
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Even though Lopez Portillo increasingly ceded power over to the allies of the 

internationalist elite in the bureaucracy, he continued to be mindful of the interests of the 

national project core constituencies. One of the pressing concerns of national project 

core constituencies in the late 1970s was access to credit. Lopez Portillo responded to 

their concerns by nationalizing the banks in 1982. His decision shocked the financial 

community, and the intemationahsts reacted. 

"Re Activating the Internationalist Elite 

"Coup D'Etat" screamed the editorial in Expansion the month Lopez Portillo 

nationalized banks (Editores 1982). Bank nationalization in 1982 infuriated bankers and 

their constituents in regions where banks had not yet been absorbed by national banks, 

such as in the northern states of Chihuahua and Nuevo Leon (the state in which 

Monterrey is located). There, unlike in regions such as Guadalajara where banks had 

already been absorbed by a national private bank, local banks still acted as the glue 

between ranchers, industrialists and financiers (Alba Vega 1998, p. 203-5). The 

Monterrey based conglomerates, blamed the government's mismanagement for their 

inability to cover their greatly expanded debt caused by the peso crash in 1982 (Alba 

Vega 1998). In particular, they blamed the state's persistent support of unprofitable 

businesses in the parastate sector as the cause for the state's inability to pay its debt. Bank 

nationalization, therefore, convinced leaders in the local Monterrey Chamber of industry, 

CAINTRA, as well as national level COPARMEX leaders that they should escalate their 

attack on the government. Recalling rising discontent with the government in 1982, Don 
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Lorenzo Servi^'e of COPARMEX's stated: "...in 1982 the honeymoon was overthrown. 

Bank nationalization created a major tension.. .everything was in the state's hands, 

companies were in the hands of the state and now banks too, everything was about state 

policy." After bank nationalization, the radicals called for an end to the PRI's dominance 

over the post-revolutionary state and for democratization (Mena 1987; Puga 1993, p. 

170). 

CONCAMIN, firmly in the control of the large industrialists, expressed its 

sympathy for bankers and admonished the government to be more transparent about its 

involvement in the economy. The president of CONCAMIN, Alfonso Pandal Graf 

asserted "We declare oiarselves in solidarity with the bankers, who have lost the liberty of 

their profession, consecrated in the constitution.. .it is not possible to accuse the private 

sector of slowing investments, if the state can't offer guarantees. It is fundamental that 

the state defines the future of the mixed economy to clarify the concerns of the business 

community..." (CONCAMIN, 10/82) 

Bank nationalization re-energized the efforts on the part of the Northern 

industrialists to convince the financial sector to form an anti-state alliance in order to 

better represent their collective internationalist interests (Luna 1992, p. 83). Radical led 

organizations, such as COPARMEX and CONCANACO spearheaded campaigns to align 

private sector support behind their agenda (Luna 1992, p. 83, p. 97; Valdes Ugalde 1987, 

p. 441). One of the first such initiatives was a series of meetings entitled "Mexico in 

Freedom" designed to bridge the growing gap among economic elite interests (Caspar 

and Valdes 1987, p. 520). Business associations representing the financial sector, such as 
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AMCB and AMIS, along with those representing both the financial sector and large 

industrial and commercial interests (such as CAMCO and CMHN), were initially 

ambivalent about supporting the radical agenda advocated by COPARMEX and 

CONCANACO (Luna 1992, p. 109 and p. 114; Luna 1994, p. 207; Puga 1993, p. 170). 

However, the northern industrialists eventually convinced the pragmatic financial sector 

to at least tacitly support their attacks on the regime. They did so by convincing the 

financial sector to allow the radicals to lead the CCE (Valdes Ugalde 1997, p. 201, 206). 

Manuel J. Ciouthier del Rincon (1981-1983) and Jorge Chapa Salazar (1983-1985), both 

Northern bom PAN sympathizers, headed up the CCE during this period (Luna and 

Tirado 1992, p. 48). 

Under the leadership of the radicals the internationalists again mobilized around 

firee trade in the 1980s. As early as 1975, the internationalist elite glimpsed the 

advantages of joining GATT (1975a; 1975b). Nevertheless, their petition met with 

resistance from other economic elite segments. "Facing the possible entrance into GATT, 

various contradictory opinions have been expressed, even though this is just a 

possibility...Just armouncing the negotiations, has awakened resentment and protests from 

some business leaders and economists"(1979). They advocated more forcefully for a 

change of economic policies in the 1980s. Large industrialists believed that they could 

take advantage of freer access to international markets. CONCAMIN, now representing 

the interests of large industrialists, supported joining GATT. 

Silvestre Fernandez Barajas, president of CONCAMIN in 1986 criticized the 

national project characterized by state investment in the economy when he said that "It 
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seems clear that we Mexicans must recognize that somehow clarity was lost in the 

vision/direction of our national development it seems clear today that these actions 

provoked an imbalance in government finances as well as the relationship between the 

public and private sectors - the heart of the productive apparatus" (March, 1986, 

CONCAMIN) He expressed his approval of the government's decision to reduce trade 

barriers, saying: "The decision made by the Mexican government to open our economy to 

foster more exchange with foreign markets, is becoming the cornerstone of a new 

industrial project, oriented towards diversification and re-enforcing our productive 

capacity" (December, 1985, CONCAMIN). 

The mobilization of the internationalists put the core constituents of the national 

project on the defensive. Conflict within the private sector intensified after bank 

nationalization and carried on into the De la Madrid administration. 

National Project Core Constituents on the Defensive 

CANACINTRA's reaction to bank nationalization revealed that not all business 

leaders viewed bank nationalization negatively. CANACINTRA did not share in the 

zealous attacks on Lopez Portillo lavinched by the CCE after bank nationalization (Puga 

1993, p. 170). Smaller industrialists had found it increasingly difficult to access credit in 

the late 1970s and hoped that they might benefit from the state's control over banks 

(Caspar and Valdes 1987, p. 520). The business community in regions typified by small 

and medium sized producers such as Guadalajara did not oppose bank nationalization 

because they thought the state's involvement might improve their access to credit which 
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had been restricted by banks through the late 1970s (Alba Vega 1998, p. 204). The 

executive committee of CANACINTRA explained bank nationalization as an effort to 

ensure the availability of financing to its members: "In order to prevent the disappearance 

of small and medium industry, expanded and facilitated access to financing is necessary" 

(CANACINTRA 1982^. CANACINTRA, in particular, defended the state's continued 

intervention on behalf of smaller manufacturers. They defended bank nationalization 

saying "The objective of the gradual reorganization of Mexico's banking and finance 

system is to orient internal savings towards national political priorities..." 

(CANACINTRA 1983). 

Smaller industrialists also differed fi:om the internationalist agenda regarding 

GATT. They strenuously objected to joining GATT. Carlos MLreles Garcia, president of 

CANACINTRA, said that "it's necessary that our sector has more participation in 

designing and implementing the economic policies....there are policies, specifically 

foreign commerce, that in some ways go against the fundamental objectives to protect 

and foster a national productive base...An opening to more foreign commerce on the pre-

established dates without a solid and competitive productive structure would be too 

dangerous" (CANACINTRA 1985). Later that year, he said more forcefully, "We are 

convinced that our country does not need GATT." (CANACINTRA 1985). After Mexico 

joined GATT, CANACINTRA continued to protest "...reducing tariffs, controls and 

official prices are certain to characterize future economic policy of our coimtry, but as 

always, CANACINTRA is present in the analysis of this situation, pointing out problems 
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and needs of the its affiliates at the same time as making suggestions for solutions..." 

(CANACINTRA 1987). 

Conclusion 

Changes in foreign investment strategies in Mexico during the late 1970s, 

widened the gap between the interests of the core constituents of the national project and 

the budding internationalist elite. President Lopez Portillo tried to balance these 

competing interests by appointing a balanced cabinet. Ultimately, however, he was 

unable to hold the intemationalists at bay. Political allies of the intemationalists in the 

new Ministry of Planning and Budgeting (SPP) developed a new political project (the 

PGD). With the support of the intemationalists, this new political elite, also referred to as 

the technobureaucrats, ascended to power within the bureaucracy. Their ascension, 

however, did not end intra-bureaucratic conflict or resolve the internal contradictions of 

the Mexican economy. Economic elite segments and their bureaucratic allies heatedly 

debated the degree to which the financial sector should be regulated (i.e. bank 

nationalization) and whether Mexico should redirect production towards exports (i.e. join 

GATT). 

This chapter illustrated the effect that changes in foreign investment strategies had 

on consensus among the economic elite and on the political stability of the bureaucracy. 

It demonstrated the second globalization mechanism of the political economy model. 

The next chapter examines how conflict within the bureaucracy reduced labor's access to 

the state. 
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Figure 7.1: Aspects of the IPE Model Examined in Chapter 7 
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Bold indicates links examined in this chapter. 

Table 7.1; Mexican Foreign Debt Indicators (1970-1982) 
Foreign Debt 
as percentage 
ofGDP 

Percent of Mexico's Foreign Debt 
contributed by Private Lending 
Institutions 

Nominal value of private 
sector debt in billions of 
dollars 

1970 57 1.8 
1971 2.1 
1972 2.6 
1973 13 64 3.2 
1974 14 4.5 
1975 16 74 5.6 
1976 17 6.3 
1977 28 82 6.4 
1978 26 82 7.2 
1979 22 84 9.3 
1980 18 81 15 
1981 22 81 20.1 
1982 36 81 21.5 
Source: . Foreign Debt as a percent of GDP: World Bank. World Debt Tables: External Debt of 
Developing Countries 1983-1984 Edition, p. 201-202. Percent of Mexico's Foreign Debt contributed by 
private lending institutions: Quijano, Jose Manuel and Fernando Anti'a Berhens. 1985. "La Deuda Externa 
Mexicana en el Periodo 1970-1984." in Finanzas, desarollo economico y penetracion extranjera, edited by 
J. M. Auijano, H. Sanchez, and F. A. Berhens. Puebia, Mexico: Universidad Autonoma de Puebia, p. 83. 
Nominal Value of Private Sector Foreign Debt: S. Maxfield, Governing Capital, p. 102 and 119 based on 
calculations from Informe de Gobierno, Jose Lopez Portillo SPP 1983 and Informe Annual del Banco de 
Mexico. 
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Table 7.2: Foreign Proportion of Private Sector Debt by Company Size 
Small Medium Large Very Large 

All Private Companies 
1969-1973 11.3 18.3 22.8 37.7 
1981 3.1 12.4 34.4 52.3 
Mexican Companies 
1969-1973 5.2 10.9 15.4 29.1 
Foreign Companies 
1969-1973 54.6 53.1 48.5 55 
Sources: For 1969-1973,Quijano, Jose Manuel. 1981. Estadoy Banca Privada. Mexico City: CIDE, p. 278. 
For 1981, Quijano, 1983 La Banca, Mexico City: CIDE, p. 269. 

Note: Small companies are categorized as companies that register sales up to 10 million pesos a year; 
medium between 10 and 50 million pesos a year; large between 50-100; and very large register sales above 
100 million pesos a year. 
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Table 7.3: Distribution of Short and Long-term Foreign Investments (1970-1990) 
Year Foreign Mexican Short Term Short term Mexican 

Percentage Company Percent of Percent of Company 
of Net Percentage of Total Net Total Private Percentage of 
Private Private Sector Mexican Sector Foreign Short Term 
Sector Foreign Debt Foreign Debt Debt Foreign Debt 
Debt 

1971 23.4 00 23 12 00 
1972 35.2 22 18 46 45 
1973 29.6 07 32 41 16 
1974 36.9 54 37 67 66 
1975 27.9 54 24 45 63 
1976 20.5 01 19 40 00 
1977 3.4 100 -29 21 100 
1978 12.2 100 -22 79 91 
1979 24.4 72 34 78 74 
1980 33.7 77 45 77 84 
1981 23.1 86 52 65 100 

1971-1977 25.3 23 18 39 31 
1978-1981 23.4 87 27 75 90 
Source; Foreign percentage of net private sector debt: Cardero, Maria Elena, Jose Manual Quijano, and 
Jose Luis Manzo. 1983. in La Banco: Pasadoy Presente, edited by J. M. Quijano. Mexico City: CLDE, p. 
245 and p. 248. Short-term percent of total net foreign debt: calculated based on figures from Quijano, Jose 
Manuel and Fernando Antfa Berhens. 1985. "La Deuda Externa Mexicana en el Periodo 1970-1984." in 
Finanzas, Desarollo Economico y Penetracion Extranjera, edited by J. M. Auijano, H. Sanchez, and F. A. 
Berhens. Puebla, Mexico; Universidad Autonoma de Puebla, p. 75. also based on IV and VI Informe 
Gobiemo, J. Lopez Portillo para el periodo 78-81. Percent of private sector debt and total short-term debt 
accounted for by Mexican companies: calculated based on Quijano, Jose Manuel and Fernando Antia 
Berhens. 1985. "La Deuda Externa del Sector Privado." in Finanzas, Desarollo Economico y Penetracion 
extranjera, edited by J. M. Quijano, H. Sanchez, and F. Antia. Puebla, Mexico; Universidad Autonoma de 
Puebla, p. 113 and Banco de Mexico en "Balanza de Pagos, Estadisticas historicas"Informes Annuales. 

Note; Net debt equals new debt acquired that year. Total debt equals net plus accumulated debt. 
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Table 7.4: Percentage of total private commercial bank credits in Mexico by destination 
(1975-1983) 

1975 1977 1978 1979 1980 1981 1982 1983 
Industry 43 41 40 35 35 34 35 34 
Agriculture 9 9 10 10 10 10 7 6 
Services 14 16 17 20 23 21 18 21 
Housing 5 3 4 4 -> J 3 2 4 
Commerce 25 25 25 26 27 27 15 14 
Financial Activity Na Na Na 4 4 2 1 6 
Federal 2 3 2 3 16 3 21 20 
Government 
Source: S. Maxfield, Governing Capital, Ithaca: Cornell University Press, p. 106. 

Table 7.5: Exports and Trade Balance: Total, Manufacturing and Automobile Sector 
(1970-1987) 
Year Total Total Automobile Manufacturing Automobile 

Exports Manufacturin Exports Trade Balance Sector Trade 
g Sector (motors/cars) Balance 
Exports 

1970 1,289.6 
1971 1,365.6 $6.3 -$161.4 
1972 1,666.4 $13.1 -$179.2 
1973 2,071.1 $56.8 -$175.4 
1974 2,853.2 $61.2 -$267.7 
1975 3,062.4 $38.4 -$435.4 
1976 3,655.5 $1,708.20 $55.0 -2098.2 -$429.9 
1977 4,649.8 $2,082.70 $2.0 -1636.5 -$450.5 
1978 6,063.1 $2,485.40 $154.0 -2799.6 -$458.1 
1979 8,817.7 $2,726.20 $142.2 -4677.6 -$643.7 
1980 15,134.0 $3,030.10 $131.2 -8767.6 -$1,172.4 
1981 19,419.6 $3,360.50 $131.6 -10205.2 -$1,879.2 
1982 24,055.2 $3,017.60 $281.0 -5400.2 -$901.7 
1983 25,953.1 $4,582.70 $712.5 -1157.7 $38.1 
1984 29,100.4 $5,594.80 $1,101.8 -2238.6 -$15.3 
1985 26,757.3 $4,978.00 $1,155.6 -3987.7 -$494.4 
1986 21,803.6 $7,115.70 $1,876.3 -516.2 $379.3 
1987 27,599.5 $9,907.40 $2,465.5 1082.8 $567.2 
Source: Total exports and trade balance: INEGI, Estadisticas Historicas de Mexico, Tomo II, p. 666. 
Manufacturing sector exports and trade balance: Banco de Mexico. Indicadores Economicos (Serie 
Historico Externa) Nov. 1991. Cuadro IV-H-45(a);Banco de Mexico. Indicadores Economicos (Serie 
Historico Externa) 1994, 1996, 1998, Cuadro IV-4. Automobile Sector exports and trade balance: INEGI, 
Estadisticas Historicas Cuadro 18.8 p. 730; Cuadro 18.10 p. 736 Note: Manufacturing sector in millions of 
dollars. 

Note: In Millions of Pesos. 
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Table 7.6: Indicators of Industrial Growth Disaggregated by Company Size 
1965 1970 1975 1985 

% of Total Industrial 
Establishments 
Large .6 .8 1 1.3 
Smaller 99.4 99.2 99.0 98.7 
% of Industrial Employees 
Large 35.5 39.3 44.8 48.9 
Smaller 64.5 60.7 55.2 51.1 
% of Industrial Production 
Large 50.7 53.4 57.4 59.2 
Smaller 49.3 46.6 42.5 40.8 
Source: E. S. Aguilar y M. A. Rivera, Rios, Pequena Empresay Modernizacidn: Andlisis de Dos 
Dimensiones, Mexico City: UNAM, 1994, p. 53. Based on data from Censos Industriales 1965, 70, 75 and 
85. 

Note: Smaller includes medium, small and micro size companies. 

Table 7.7: Foreign Sales of Sample of 17 Conglomerates 
Year Average Percent of Sales Contributed by 

Export 
1979 18 
1980 14 
1982 15 
1983 21 
1984 20 
Source: Calculated based on Table IV in Hoshino, Taeko. 1989. "La expansion de los grupos industriales 
bajo el auge petrolero y el ajuste ante la crisis." in Las Empresasy Los Empresarios en el Mexico 
Contemporaneo, edited by R. Pozas and M. Luna. Mexico City: Editorial Grijalba, p. 385-6 based on data 
published in Expansion. 
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Chapter 8 

The Internationalists Consolidate Hegemony at Labor's Expense (1982-1988) 

Through its access to decision-making labor gained influence over key worker 

benefits such as minimum wage and the Worker Housing Institute (INFONAVIT). 

However, as Chapter Four illustrated, worker benefits declined as labor lost access to 

decision-making over these worker benefits. For example, the number of regional 

minimum wage commissions began to decline in 1976 and technical advisors displaced 

labor in advising the National Minimum Wage Commission (CNSM) first in 1982 and 

more definitively in 1987. The creation of the Subministry of Housing in 1982 

diminished labor's access to decision-making over housing policy. This chapter seeks to 

answer why labor lost access to the state. In particular it examines why labor lost access 

to decision-making over minimum wage and housing policy. 

This chapter examines the last link of the IPE model (marked in bold on Figure 

8.1). It shows that labor lost access to the state as a result of intra-bureaucratic conflict. 

The preceding chapter illustrated that bureaucrats sympathetic to the internationalists 

(also referred to as the technobureaucrats) began their struggle for power within the 

bureaucracy in the late 1970s. Because the allies of the internationalists came to power 

without a regime change, however, they still faced opposition within the bureaucracy 

after 1982. This chapter shows that their struggle continued after they captured the 

presidency in 1982. To assert their power, bureaucratic allies of the internationalists 
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marginalized national project loyalists in the bureaucracy. They did this by reorganizing 

national project ministries such as SEP ANAL. 

[Figure 8.1 about here] 

The technobureaucrats reduced labor's access to the state for two reasons. First, 

they reduced labor's access to the state because they constituted part of the bureaucracy 

that advocated for the national project. To the extent that organized labor participated in 

government decision-making processes, they constituted part of the national-project 

branch of the bureaucracy. The institutionalization of labor's access to the state, such as 

their participation in tri-partite boards overseeing INFONAVIT and minimum wage, 

integrated labor into the bureaucracy. When the technobureaucrats consolidated support 

for their new project within the bureaucracy they targeted national project ministries. 

Labor lost access to the state as a result of the state's effort to marginalize national 

project elements of the bureaucracy. 

Second they reduced labor's access to the state because they constituted a national 

project constituency. As Chapter Five demonstrated, the unions that represented workers 

in the parastate enterprises (enterprises that were partially or fiilly owned by the state) 

were constituents of the national project. This chapter shows that the technobureaucrats 

directly undermined the national project by shrinking and de-legitimizing national project 

constituents. Thus, undermining unions that represented workers in former state 

enterprises constituted a way to shrink the constituency of the national project. 

This chapter undermines two implications of the diffusion approach. The 

diffusion model implies that labor would lose access to the state only after the 
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technobvireaucrats ascended to the presidency in 1982. However, labor lost access to the 

state before 1982. For example, the number of regional minimum wage commissions 

began to fall in 1976. Moreover, this chapter shows that the technobureaucrats had to 

struggle for power even after 1982. Thus, the evidence presented here suggests that labor 

lost access to the state during the time when the technobureaucrats sought control over 

the bureaucracy. Second, the chapter demonstrates that technobureaucrats selectively 

targeted unions closely associated with the national-project. This undermines the 

argument implied by the diffusion approach that technobureaucrats would have an 

ideological predisposition against organized labor that would make them repress all 

unions. 

Undermining National Project Bureaucrats 

The technobureaucrats were unable to implement their policies as soon as they 

took office. In order to assert their control over the bureaucracy, they had to marginalize 

national project loyalists within the bureaucracy. One of the ways that they did this was 

by restructuring the responsibilities within the bureaucracy away from ministries that 

were traditionally loyal to the national project. As the chroniclers of the De la Madrid 

administration explained "the arrival of the new government brought with it a profound 

renovation of authorities within the bureaucracy" (de la Madrid Hurtado 1988a). An 

analysis of mioisterial tumover, the redistribution of responsibilities by ministry and a 

case study of the most prominent national project ministry illustrate this "renovation". 
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Redistributing Ministerial Responsibilities 

Previously, I have shown that ministerial turnover was higher in the ministries 

where intra-bureaucratic conflict was concentrated. Under Echeverria and Lopez 

Portillo, conflict was concentrated in the budgeting and planning ministries. Under de la 

Madrid, however, ministerial turnover was higher in ministries associated with the 

national project.' Figxare 8.2 demonstrates that on average ministerial turnover declined 

slightly during de la Madrid's administration. However, ministerial turnover was higher 

than average in national project ministries during de la Madrid's administration. In 

addition, it shows that the ministerial turnover was particularly high in the national 

project economic ministries. Next I examined more closely how de la Madrid 

redistributed responsibilities. 

[Figure 8.2 about here] 

Many of the national project ministries gained responsibilities between 1970 and 

1982. Only a few of the ministries not included in the list of national project ministries 

increased their responsibilities. After 1982, many of the national project ministries lost 

responsibilities. For example, the Ministry of Government Property and Industrial 

Development, along with the Ministry of Public Works and Housing, the Ministry of 

' I coded the ministries that oversaw the major state enterprises and any social programs as national project 
ministries. The Ministry of Government Properties and Industrial Development and the Ministry of 
Communication and Transportation oversaw the largest and most important state enterprises, such as 
PEMEX, Telefonos de Mexico, the national railways and several steel plants. Their evolution was closely 
tied with the national project. I coded these as the national project economic ministries. I defined the 
ministries that administered a broad range of social programs as the social program ministries. These 
programs were part of the complex web of redistributive policies designed to legitimize the national 
project. Finance related ministries opposed or only conditionally supported the national project. Thus, I did 
not include them among the national project ministries. The remaining economic ministries were weaker 
ministries. The social control ministries were principally interested in safeguarding the PRJ's dominance. 
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Agriculture and the Ministry of Health lost responsibilities. Meanwhile, ministries that 

had historically resisted the national project, such as the Ministry of Planning and 

Budgeting gained responsibilities. Other economic ministries that had not been as clearly 

aligned with the national project, such as the Ministry of Commerce also gained 

responsibilities. To better understand the reorganization of the bureaucracy under de la 

Madrid, I will examine more carefully the reorganization in the (SEPANAL). 

PTable 8.1 about here] 

Many bureaucrats in SEP ANAL dissented from the internationalist agenda. They 

opposed rapid opening of the economy (Bailey 1986, p. 135). For example, they 

expressed a "cautious position on the restructuring and divestiture in the public 

enterprise" according to Teichman (1995, p. 82). Teichman's research on privatization 

reveals that bureaucrats in the Ministry of Agriculture, the Ministry of Communication 

and Transportation and SEP ANAL (especially those directly overseeing public 

enterprises) resisted rapid privatization (Teichman 1995, p. 140). The debate regarding 

the pace and substance of privatization took place principally between the Finance 

Ministry zmd SEP ANAL (Teichman 1995, p. 130). As the following section illustrates, 

SEP ANAL suffered significant reorganization after 1982. 

The Case of SEP ANAL 

De la Madrid targeted SEP ANAL for bureaucratic restructuring. Judith Teichman 

aptly describes the process. "Cabinet responsibilities were immediately reorganized to 

regardless of economic project. They tended to serve the interests of presidents, regardless of economic 



271 

reduce the power of the ministry that had been the power basis of the statist bureaucrats." 

(Teichman 1995, p. 74). De la Madrid took the broader responsibility for industrial 

development away from SEP ANAL. He renamed SEP ANAL, the Ministry of Energy, 

Mines and Parastate Industry (SEMEP). This new name reflected the ministry's 

constrained responsibilities to oversee parastate enterprises. He transferred the 

responsibility of industrial development to the old Ministry of Commerce, which became 

the Ministry of Commerce and Industrial Development (SECOFI). The administration 

justified the transfer of responsibility to the ministry formerly responsible for commerce 

by arguing: "In the judgement of this regime, separating the policies to foment 

productivity in national industry from policies that regulate access to national and 

international markets...had caused problems that needed to be avoided"(de la Madrid 

Hurtado 1988b). As the ministry that had been responsible for commerce, SECOFI's 

position regarding industrial development and productivity was less defined. SECOFI 

was sympathetic towards opening the Mexican economy to the exterior. 

SEMIP's budget fluctuated under de la Madrid's administration, before it tumbled 

to historic lows under Salinas. Figure 8.3 graphs the total federal expenditures between 

1970 and 1993 (in 1978 pesos). It shows the dramatic growth in real terms of the federal 

budget under Echeverria and Lopez Portillo. The growth in SEMIP's budget paralleled 

the grow in the federal budget. Federal government expenditures fell as did SEMIP's 

under De la Madrid. However, SEMIP's budget continued to fall as the federal budget 

picked up during Salinas' administration. 

project preference. Therefore, I did not include them among national project ministries. 
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[Figure 8.3 about here] 

SEMIP experienced a high level of internal conflict after 1982. De la Madrid 

indicated that this ministry would require special attention when he appointed one of his 

close associates to head the newly reorganized ministry. Hernandez Rodriguez (1987, p. 

25) identified five ministers as having a particularly close relationship to the president. 

Francisco Labastida, de la Madrid's choice to head the ministry, was one of these five 

most trusted associates. Labastida instigated a severe staff turnover at the beginning of 

his administration of the ministry. As Figure 8.4 illustrates, the average number of 

employees in each ministry increased between 1982 and 1984, however, in SEMIP the 

number of ministerial employees fell sharply in 1983 and then returned to normal levels 

after 1984. In other words, the ministry fired about 2,000 people and then hired about 

2,000 replacements. The De la Madrid's administration reported that a large proportion of 

those that lost their jobs in SEMIP were directors of parastate enterprises (de la Madrid 

Hurtado 1988a). A subsequent budget cut in February of 1985, resulted in a significant 

number of the transfers among high-level government bureaucrats. Many of those 

"relocated" were directors of parastate enterprises (de la Madrid Hurtado 1988a). This 

evidence suggests that the staff loyal to the national project were fired and new staff who 

were more sympathetic to the internationalist agenda were hired. 

[Figure 8.4 about here] 

Summary 

Intra-bureaucratic conflict persisted during the De la Madrid sexenio (1982-1988). 

Under de la Madrid, the allies of the internationalists tried to undermine national project 
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loyalists in the government. The next section examines how the attack on the national 

project loyalists in the bureaucracy hurt organized labor. 

Undermining Labor as Part of the National Project Bureaucracy 

The bureaucratic allies of the intemationalist elite, the technobureaucrats, 

reorganized other ministries identified with the national project. In part because of labor's 

participation within these ministries, these ministries represented a potential source of 

resistance to the new intemationalist project. Labor had become integrated into the 

bureaucracy via its participation in tri-partite boards that oversaw minimum wage setting 

and housing policy. Labor was therefore part of the national project bureaucratic factions 

that had to be eliminated or marginalized in order for the technobureaucrats to take 

power. The analysis that follows demonstrates that both the housing and the labor 

ministries were significantly reorganized in order to accommodate the intemationalist 

agenda. Labor suffered a loss in access to decision-making as the ministries were 

reorganization to make them more congenial to the intemationalist agenda. 

Reducing Labor's Access to Decision-making over Housing Policy 

De la Madrid restructured the Ministry of Public Works and Housing as the 

Ministry of Urban Development and Ecology (SEDUE). He explained that "what was 

the Ministry of Public Works and Housing will take on a new dimension oriented towards 

harmonizing policies related to human settlements, urban development, housing and 

ecology" (de la Madrid Hurtado 1988b). What he meant by "harmonizing" these policies 
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was that he wanted to reduce the autonomy with which the Worker Housing Institute 

operated.^ In doing so, he could reduce labor's control over INFONAVIT as well as its 

influence within the housing ministry. 

Organized labor opposed the creation of the Subministry of Housing and the 

reorganization of the Ministry of Public Works more generally. The de la Madrid 

administration reported that the transfer of responsibilities to the new ministry 

"encountered problems from union opposition, but it was implemented over the course of 

a year through a series of transfers"(de la Madrid Hurtado 1988b). Even before this new 

subministry was created, representatives of organized labor in the Federal Chamber of 

Deputies, the national legislature in Mexico, expressed dismayIn 1984, then head of 

the Labor Congress, Angel Olivo Solis said at a meeting evaluating the National Plan for 

Housing Development that the government needed "mechanisms that would guarantee 

the direct and active participation of union organizations in the design and orientation of 

housing programs".'^ That same day, he also urged the economic members of the 

president's cabinet to "redouble their efforts" in implementing their original agreements 

regarding housing policy. In the original agreements, organized labor had been assured a 

role in decision-making regarding housing policy. 

" Harmonizing housing policy was a code word for reducing labor's control over INFONAVIT used by the 
private sector. Private sector critics of the Worker Housing Institute had maintained that the Institute had 
too much autonomy, meaning organized labor had too much control over it. 
^ See the Diario de los Debates de la Honorado Camara de diputados, on CDRom. 
•* Labor Congress president. Angel Olivo Solis addresses the Meeting to Evaluate the National Plan for 
Developing Housing on the 18th of September 1984, as cited in the Diario de los Debates de la H. Camara 
de Diputados, Disc 2. 
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The stiff opposition from labor made it necessary for the administration to force a 

major staff tvimover. Figure 8.5 shows that the nnmber of federal employees in SEDUE 

dropped dramatically in 1983, followed by a subsequent increase in staff. 

[Figure 8.5 about here] 

There were about 36,000 employees of SEDUE in 1982. In 1983, that number plunged to 

about 7,000 employees and then rose again to about 23,000 employees in 1984. This 

pattern was not consistent with the general employment patterns of other ministries. The 

average number of employees in other ministries remained relatively constant. However, 

in this ministry, employees were fired en mass to make way for new hires that would be 

more sympathetic to the internationalist agenda. The turnover reveals an intense conflict 

within the ministry between national project advocates and the internationalists. 

Reducing labor's access to decision-making in the ministry was one piece of a larger 

strategy to reduce the influence of national project advocates within the bureaucracy. 

Reducing Labor's Access to Decision-making over Minimum Wa^e 

De la Madrid had to reorganize the Ministry of Labor in order to make it more 

amenable to the internationalist agenda. Part of this strategy entzdled minimizing labor's 

influence in the decision-making process regarding minimum wages. De la Madrid 

appointed a Minister of Labor who was willing to reorient the ministry to the 

intemationalist agenda. Arsenio Farell Cubillas had attended law school with Echeverria 

and Lopez Portillo and had served in both of their administrations. He served as the 

Director General of the Federal Electric Commission (1973-1976) and the Director 
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General of the Mexican institute of Social Security (1976-1982) (Camp 1982, p. 98). In 

both of these capacities he had become acquainted with many of the key labor leaders. He 

had served as a consulting lawyer for the Pilots union and the National Actors 

Association. Farell was willing to use these relationships to serve the internationalist 

agenda. 

Farell significantly reorganized the Ministry of Labor in order to bring more 

autonomous elements in the bureaucracy under his direct control. Farell consolidated 

and then eliminated five research and policy-making entities that had operated under the 

auspices of the ministry but had not previously been directly controlled by the ministry. 

He moved the responsibility for research and policy making to a newly consolidated unit: 

the Coordinating Unit of Policy, Research and Statistics (STPS 1988, p. 21-26). The 

Coordinating Unit of Policy, Research and Statistics was charged with providing research 

and proposals to be considered by Farell in developing ministerial policy. The unit's 

responsibilities included "systematic analysis ...of labor economics that would help the 

ministerial authorities participate in the Economic Cabinet" (STPS 1988, p. 63). To that 

end, the unit produced numerous reports. 

Farell asserted control over entities of the ministry that had previously operated 

more autonomously by placing them under the jurisdiction of a branch of the ministry 

that had historically been less tolerant of labor. Section B was the section of the ministry 

that oversaw unions representing state workers. Any union registered under Section B 

could not strike according to the 1931 Labor Law. He located this newly organized 

Coordinating Unit of Policy, Research and Statistics under Section B. He also relocated 
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several training programs that had operated as autonomous entities related to the ministry 

to Section B. After the 1982 restructuring, only 3 semi-autonomous entities related to the 

ministry remained. All 7 that came under direct jurisdiction of the ministry relocated 

under Section B (STPS 1988, p. 21-26). 

Farell had to bolster his support before redirecting the ministry away from he 

national project. As Figure 8.6 shows, Farell oversaw a significant staff turnover in the 

Ministry of Labor. In the Ministry of Labor, however, the staff turnover was delayed 

until 1985. The number of employees dropped from about 9,000 employees in 1985 to 

about 4,000 employees in 1986. The number of employees in the Ministry of Labor rose 

again to about 6500 employees in 1987. 

[Figure 8.6 about here] 

It wasn't until after this staff turnover that labor experienced its most dramatic 

losses in access to the state. As Chapter Four described, the ministry undermined the tri

partite decision-making process regarding minimum wages in 1987 by effectively 

eliminating the regional minimum wage commissions, introducing technical advisors and 

supplanting the CNSM with the social pact. Figure 8.7 illustrates that Minister Farell's 

more dramatic reduction in the number of regional minimum wage commissions didn't 

happen until after most significant staff restructuring was completed in 1987. The fact 

that the Ministry of Labor reduced the number of regional commissions after staff 

tumover suggests that there may have been resistance to reducing the number of 

minimum wage commissions from within the Ministry prior to the tumover. 

[Figure 8.7 about here] 
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I tested whether the period after the stafif turnover (after 1986) had a statistically 

significant effect on the number of minimum wage commissions. The OLS regression 

results are presented in Table 8.2.^ I find that the years after 1986 are associated with 90 

fewer regional minimum wage commissions. The regression accounts for almost all of 

the variation in the number of regional minimum wages (89 percent). 

[Table 8.2 about here] 

Summary 

Labor lost access to the state during a period of intense intra-bureaucratic conflict. 

The technobureaucrats were bent on minimizing the influence of national project 

advocates within the bureaucracy. Minimizing labor's influence within the bureaucracy 

was part of a broader effort to reduce the pro-national project bias within the 

bureaucracy. The massive scale of reorganization required to accomplish their aims 

suggests that intra-bureaucratic conflict was intense. That labor would be hurt by the 

reorganization is further proof that labor formed part of the resistance within the 

bureaucracy. Thus, undermining national project strongholds in the government entailed 

eliminating organized labor's incursions in the government decision-making process. 

Labor lost access to decision-making over minimum wage and housing after de la Madrid 

reorganized the Ministry of Labor and SEDUE. 

While the diffusion approach also predicts that labor would lose power during the 

de la Madrid administration, it would interpret this as the result of an ideological 

^ I used OLS regression because heteroskedasticity and serial autocorrelation were not detected. I 
discovered that 1987 was an influential observation. It had a Dfit statistic of 1.6 and the cut off was .32. 
However, when I ran models with a dummy variable for 1987, the substantive results were not significantly 
different. 
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predisposition to undermine labor. The above analysis suggests, instead, that the 

technobureaucrats had political incentives to undermine organized labor aside from any 

ideological predisposition to disdain organized labor. 

Undermining National Project Constituents 

Technobureaucrats also tried to weaken the national project by undermining its 

constituents. The Global Plan for Development (PGD) foreshadowed that the 

technobureaucrats would try to shift resources away from traditional constituents of the 

national project. The constituents of the national project were the segments of society that 

benefited directly from the national project and would therefore resist a change in the 

government's project. They were, therefore, a political liability. The para-state sector was 

a particularly vulnerable constituent of the national project because it depended on the 

state. It became a prime target of De la Madrid's effort to undermine national project 

constituents. Figure 8.8 illustrates the pace of privatization imder De la Madrid. The 

government started privatizing its holdings in 1982. In 1985, the pace of privatization 

accelerated. It leveled out under Salinas' administration at around 200 total enterprises. 

Pri vatization undermined a constituency of certain branches of the bureaucracy in 

particular. More specifically, it undermined the constituency of SEMLP. Before 1979, 

administrative responsibility for public enterprises was concentrated in SEMIP. At the 

time, SEMIP administrated more public enterprises than any other ministry. Privatization 

decimated this constituency of SEMIP. Of 706 divestitures during de la Madrid's 

sexenio, 365 represented cuts in enterprises previously overseen by SEMIP (Teichman 
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1995, p. 135). By 1993, SEMIP's holdings had been cut 80 percent (Teichman 1995, p. 

135). 

[Figure 8.8 about here] 

The aggressive privatizations in SEMIP left the Finance Ministry as the 

administrator of the largest number of state enterprises. Figure 8.8 compares the nxmiber 

of number of enterprises administered by SEMIP and the number of enterprises 

administered by the Finance Ministry. The Finance Ministry had administered the 

second largest nimiber of enterprises in the 1970s. After 1989, however, it administered 

more enterprises than SEMIP. 

As Teichman points out, privatization had the convenient effect of eliminating a 

key constituency of the national project. She writes, "With the divestiture of these 

companies,...bureaucratic statism has been permanently reduced, if not removed, as a 

force within the Mexican public bureaucracy" (Teichman 1995, p. 156). Centeno 

described the effect of privatization on SEMIP bureaucrats more diplomatically. He 

write that privatization meant that "industrial specialists became relegated to a more 

maintenance role" (Centeno 1995, p. 93). Teichman goes ftirther, writing that "The 

dismantling of the state signifies a permanent alteration in the nature of Mexico's 

political elite: it has left the finance sector bureaucracy as the dominant intrastate force 

and has eliminated the most important institutional basis for statist 

bureaucrats..."(Teichman 1995, p. 156). 
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Undermining Labor as a National Project Constituent 

One of the ways that the technobureaucrats undermined the constituents of the 

national project was by selectively disadvantaging the unions associated with the 

parastate sector. I argued in Chapter Four that Cardenas converted labor unions in the 

parastate sector into constituents of the national project when he linked their financial 

weUbeing to that of the para-state enterprises. Because these unions had a vested 

(meaning financial) interest in the national project, they constituted a constituency of the 

national project. Thus, by undermining the unions representing workers in the parastate 

sector, De la Madrid was able to chip away at a critical constituency of the national 

project. 

The new Minister of Labor, Aresenio Farell Cubillas (1982-1994) took a hard line 

towards labor parastatal unions (Teichman 1995, p. 148). The Ministry of Labor had 

historically intervened on behalf of labor (through leniency in the Conciliation and 

Arbitration Boards) during contract negotiations. Favorable intervention could entail 

legalizing a strike or deciding in favor of a worker grievance. Labor scholars concur that 

unions representing workers in para-state enterprises disproportionately benefited firom 

state intervention on behalf of labor. State support made it possible for these unions to 

successfully negotiate contracts that gave unions and workers a great deal of control over 

their work environment. 

Table 8.3 shows that this preferential treatment changed after 1982. The Ministry' 

of Labor rejected bids from unions representing parastatal employees to legalize strikes 

and allowed companies to fire workers en mass without impunity. The Ministry also 
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imposed new union leadership less resistant to government policy in many unions. By 

1987, union leaders that had traditionally played a leadership role and were loyal to the 

national project had been removed or considerably weakened. The state's intervention in 

capital-labor relations (or lack there of) can help explain the dramatic loss of worker 

benefits experienced by unions in the parastate sector. Bouzas and de la Garza argue that 

the core group of unions representing workers in the state-owned or partially state-owned 

industrial complex experienced the bulk of the loss in union power at work during the 

1980s (Bouzas Ortiz and Garza 1998, p. 94). Table 2.10 in Chapter Two illustrates this 

loss of power. 

[Table 8.3 about here] 

Labor leaders firom unions representing workers in the state enterprises also lost 

access to decision-making in the Federal Chamber of Deputies faster than did other 

unionists. I coded the labor representatives firom the 1979-1982 and the 1997-2000 

legislatures by type of union. The results of this coding are presented in Table 8.4.1 

found that the proportion of unionists in the Federal Chamber of Deputies that 

represented workers in state enterprises declined from 23 percent in the 79-82 legislature 

to 13 percent in the 1997-2000 legislature. Citizens elect representatives of the Federal 

Chamber of Deputies. However, as noted in Chapter Four, most labor representatives in 

the Chamber were there because the PRI nominated them. Thus, a decline in the 

proportion of labor representatives firom parastate unions in the Chamber of Deputies 
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could indicate reduced willingness on the part of the PRI to nominate labor 

representatives from unions representing parastate unions. 

[Table 8.4 about here] 

Finally, the technobureaucrats also made an effort to remove labor's financial 

interest in para state enterprises all together. For example, Salinas, as head of the SPP, 

cut the percent of Pemex's local contracts controlled by the oil workers union from 50 to 

2 percent (Centeno 1995, p. 92). 

The above evidence suggests that the technobureaucrats selectively disadvantaged 

the unions that constituted constituents of the national project. The Ministry of Labor 

repressed labor militancy in unions representing employees of parastate enterprises. 

Unionist representing para-state employees lost seats in the national legislature at a faster 

rate than other unionists. Thus the selective mistreatment of unions representing para

state sector employees may help explain labor's declining representation in the national 

legislature. The state also tried to cut the strings between unions and para-state 

enterprises that made unions a constituent of the national project. 

It seems unlikely that ideology alone motivated how technobureaucrats treated of 

parastatal unions, as the diffusion model would suggest. The mistreatment of parastatal 

unions took place in the context of a heated bureaucratic conflict. Thus, while 

eliminating state enterprises could reflect a commitment to neoliberal ideology, the force 

with which the state attacked the unions in these sectors suggests that they also had 

political incentives to debilitate these unions. 
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Conclusion 

This chapter offers support for the last link of the poUtical economy model and 

casts doubt on the diffusion model of globalization. Labor lost access to the state because 

labor was part of a bureaucratic block associated with a political project opposed by new 

political leaders (and their business counterparts). In order to gain control over the 

bureaucracy, a new group of bureaucrats aspiring to implement a new internationalist 

agenda needed to marginalize strongholds of the old national project within tlie 

bureaucracy. Because they gained power without a regime change, they faced opposition 

from within after capturing the presidency. Organized labor was a part of the 

bureaucracy that threatened the technobureaucrats from consolidating their control over 

the bureaucracy. The threat that organized labor posed was not, therefore, tliat they 

would mobilize workers to resist employer initiatives to restructure labor relations. Tlie 

threat labor posed was more political. The state did not need to exercise an ideological 

predisposition against unions in general. They had political incentives to eliminate 

labor's influence within the bureaucracy. They also had political incentives to target 

unions that constituted part of the national project's constituency. 

Worker benefits declined because the source of power for organized labor in 

Mexico, their access to the state, became a liability for labor. Labor had gained access to 

the state because political leaders thought that they needed organized labor to construct a 

new societal consensus, or a new hegemonic project. Cardenas (1934-1940) needed labor 

to help legitimize the new project. He secured labor's support by integrating unions into 

the bureaucracy. When a new political leadership with a new project tried to assert its 
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control over the bureaucracy, it had to contend with organized labor within the 

bureaucracy. The technobureaucratic assault on labor as a voice for the national project 

endangered the benefits that unions had secured through its access to the state, including 

its access to decision-making regarding minimum wage and worker oriented social 

programs. Cardenas also secured labor's support by converting some unions into 

constituents of the national project. He did this by giving them a stake in important state 

enterprises. These unions posed a particular threat to the technobureaucrats, not just 

because they could affect productivity in important economic sectors, but more 

importantly because the constituted an important constituency of the national project: one 

which could also legitimate or undermine a new social consensus. The technobureaucrats 

assault made unions with a stake in the national project particularly vulnerable. 
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Figure 8.1: Aspects of the IPE Model Examined in Chapter 8 
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Figure 8.2: Overall and National Project Ministerial Turnover 
Rates: 1934-1994 
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Table 8.1: Addition or Subtraction of Ministerial Responsibilities Before and After 1982 
Before 
1982 

After 
1982 

NATIONAL PROJECT MINISTRIES 
National Project Economic Ministries 
Ministry of Property and Industrial Development (1977-1982) 
Ministry of Energy, Mines and Government Industries (1982-1992) 
(SEPAFIN/SEMIP/SE) 

-t-

Ministry of Communication and Transportation (SCT) -1-

National Project Social Ministries 
Ministry of Labor and Social Welfare (STPS) 
Ministry of Public Works and Housing (1976-1982) Ministry of 
Urban Development and the Environment 
SOP/SAHOP/SEDUE/SDS 

+ 

Ministry of SARH/SAG + -

Ministry of Health (SSA/SS) -

Ministry of Education (SEP) -H 

OTHER MINISTRIES 
Planing and Budgeting Ministries 
Finance Ministry (SHCP) + + 

Planning and Budget Ministry (SPP) + 

Ministry of General Accounting (Secegef) 
Other Economic Ministries 
Ministry of Commerce (1976-1982) 
Ministry of Commerce and Industrial Development (SECOFI) 1982-

-t- + 

Ministry of Tourism (ST) 
Ministry of Fishing (SEPESCA/SEMARNAP) 

Social Control Ministries and Other Ministries 
Ministry of Government (SG) -

Attorney General's Office (PGR) 
Ministry of Defense (SDN) 

Navel (SM) 
Ministry of Agrarian Reform (SRA) 
Foreign Service (SRE) 

+ = responsibilities added; - = responsibilities subtracted 

Source: Miguel de la Madrid, Razonesy Obras, Primer Ano, 1984, p. 29-35. 
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Figure 8.3: Federal Budget and SEMIP Budget in thousands of 
1978 Pesos 
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Presidential Administration 
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Source: Jose Lopez Potillo, Sexto Informde de Gobeimo, Sector 
Politico Economica 1982, 1983.Salinas de Gortari, Segimdo 
Informde de Gobiemo, Anexo, 1990. 
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Figure 8.4: Number of Employees at the Ministry of Energy, Mining 
and Government Properties and 

Average Number of Employees per Ministry: 1980-1993 
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Figure 8.5: Number of Employees in the Ministry of Urban 
Development and Ecology and the Average Number of Employees 

per Ministry 
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Figure 8.6: Number of Employees in the Ministry of Labor 
and the Average Number of Employees per Ministry 
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Figure 8.7: Number of Regional Minimum Wage Commissions and 
the Staff Turnover in the Ministry of Labor 
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Table 8.2: Coefficients for OLS Regression of the effect of the period after 1986 on the 
Number of Regional Minimum Wage Commissions: 1962-1998 
Independent Variable 
Intercept 98.6*** 

(32.11) 

Post-1986 Dummy Variable 

R^ 
N 
*** p < .001 (two tailed test) 
** < .01 (two tailed test) 
Note: Numbers in parentheses are r-ratios 

-90.26*** 
(-16.74) 

.89 
37 
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Figure 8.8: Number of Parastatals administered on average by 
Ministries, by SEMEP and by SHCP: 1979-1994 
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Table 8.3: State's Response to Union Mobilization in the Largest Privatized Companies 
Economic 
Sector 

Union 
(Company) 

Mobilization State Response Year 
Privatized 

Economic 
Sector 

Union 
(Company) Year Type 

State Response Year 
Privatized 

Mining SUTIN 
(URAMEX, 
ININ) 

1983 Strike Strike declared illegal. 
Nuclear Industry dissolved 

1984 Plants 
closed. 

Mining 

SNTMMSRM 
Local 65 
(Cananea 
Mining 
Company) 

1989 Strike Bankruptcy declared; 
military occupied 
plants/mines 

1990(1988) 

Mining 

SNTMMSRM 
Local 65 
(Cananea 
Mining 
Company) 

1990 Shop-floor 
resistance 

1990(1988) 

Manufact
uring 

SNITIASC 
(Dina, 10 
companies) 

1983 Strike New CTM leaders imposed 1983-1989 
Plant closed-

Manufact
uring 

SNITIASC 
(Dina, 10 
companies) 

1986 Strike Strike declared illegal; union 
leaders jailed 

1983-1989 
Plant closed-

Manufact
uring 

SNITIASC 
(Dina, 10 
companies) 

1989 Strike Bankruptcy threatened 

1983-1989 
Plant closed-

Manufact
uring 

SNTMMSRM 
(Fumosa) 

1986 Strike Bankruptcy declared; troops 
took over plant 

1986 Plant 
closed. 

Manufact
uring 

SNTMMSRM 
(Sicartsa) 

1985 Strike State forced union to concede 
to lay-offs 

1992(1990) 

Manufact
uring 

SNTMMSRM 
(Sicartsa) 

1989 Strike Strike declared illegal; old 
union leadership deposed 

1992(1990) 

Manufact
uring 

SNTMMSRM 
(Sicartsa) 

1991 Shop-floor 
resistance 

Bankruptcy threatened 

1992(1990) 

Manufact
uring 

SNTMMSRM 
(AHMSA) 

1989 Rank and file 
revolts 

State forced union to concede 1992(1990) 

Manufact
uring 

SNTMMSRM 
(AHMSA) 

1989 Strike (plant 2) State forced union to concede 

1992(1990) 

Transport
ation and 
Commun
ication 

ASSA 
(Mexicana) 

1983 Strike Strike declared illegal Aeromexico 
1988(1986) 
Mexicana, 
1989(1986) 

Transport
ation and 
Commun
ication 

SNNT(Aerom 
exico and 
Mexicana) 

1988 Strike State threatened to declare 
Aeromexico bankrupt; strikes 
in both companies declared 
illegal; union leaders jailed 

Aeromexico 
1988(1986) 
Mexicana, 
1989(1986) 

Transport
ation and 
Commun
ication 

ASPA (same 
as above) 

1988 Strike 

State threatened to declare 
Aeromexico bankrupt; strikes 
in both companies declared 
illegal; union leaders jailed 

Aeromexico 
1988(1986) 
Mexicana, 
1989(1986) 

Transport
ation and 
Commun
ication 

Telefonistas — 
STRM 
(Telmex) 

1984 Strike Strike declared illegal 1990(1990) 

Transport
ation and 
Commun
ication 

Telefonistas — 
STRM 
(Telmex) 

1987 Strike Strike declared illegal 
1990(1990) 

Transport
ation and 
Commun
ication 

Telefonistas — 
STRM 
(Telmex) 1989 Suspend Talks State forced union to concede 

1990(1990) 

Transport
ation and 
Commun
ication 

STFRM 
(Ferronales) 

1984 Sporadic protest State forced union to concede (1983) still 
incomplete 

Transport
ation and 
Commun
ication 

STFRM 
(Ferronales) 1986 Strike State forced union to concede 

(1983) still 
incomplete 

Transport
ation and 
Commun
ication 

STFRM 
(Ferronales) 

1988 Sabotage, 
sporadic protest 

State forced union to concede 

(1983) still 
incomplete 

Transport
ation and 
Commun
ication 

STFRM 
(Ferronales) 

1990 Sporadic 
protests 

State forced union to concede 

(1983) still 
incomplete 

Transport
ation and 
Commun
ication 

STFRM 
(Concarril) 

1990 Strike State forced union to concede 1992(1991) 

Transport
ation and 
Commun
ication 

STFRM 
(Concarril) 1991 Resistance Bankruptcy threatened 

1992(1991) 

Electricity SME (CLFC) 1987 Strike Strike declared illegal Electricity 
SUTERM 
(CFE) 

(1990) 

Oil STPRM 
(PEMEX) 

1988 Leaders 
disloyal to PRI 

Union leader jailed; new 
leadership imposed 

(1993) 

Sources: See Table 2.2. 



297 

Table 8.4: Distribution of Unionists in the Federal Chamber of Deputies by Union Type 
Confederation 
Unionists * 

State-Worker 
Unionists'' 

Unionists 
Representing 
Para-state 
workers'^ 

Other 
Unionists 

Total N 

1979-1982 38% 30% 23% 9% 100% 88 
Legislature 
1997-2000 43% 43% 13% 0% 98% 63 
Legislature 
a. Confederation Unionists include unionists representing the CTM, CROM and the CROC. 
b. State-worker unionists are unionists representing workers that work directly for the state bureaucracy 

at either the local, state or federal level. This includes the largest union in Mexico, the teachers union 
(SNTE). 

c. Unionists representing para-state workers are unions that represent workers working in the para-state 
sector. This includes the unions representing workers for state companies in the oil, railroad, steel and 
automobile industries. 

Source: Coded and calculated based on: Instituto de Estudios para la Transici6n Democratico, Diputados y 
Senadores: Quien es Quien en el Congreso LVII, Legislatura 1997-2000, Instituto de Estudios para la 
Transicion Democratico, 1999 and Camara de Diputados Memoria de la Primera Camara de la Reforma 
Politica 1979-1982, 1982. 
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Chapter 9 

Conclusion 

Unions pressed for worker benefits and succeeded in many countries during the 

20th century particularly after World War EE. Of course not all unions achieved the same 

level of success. Unions in the United States, for example, never reached the pinnacle of 

power exemplified by the Swedish unions. But most unions in countries that experienced 

industrial growth did acquire some power during the twentieth century. Why then have 

unions begun to lose power over the past twenty years? And what does globalization 

have to do with this loss? This chapter considers the answers to these questions suggested 

by the Mexican case. But &st I will elaborate the contributions of this study to our 

understandings of union power in Mexico. 

Explaining Declining Union Power in Mexico 

In order to explain declining union power in Mexico, I argue one must first refine 

what we mean by the state-labor alliance in Mexico. I propose that labor's access to 

decision-making is the key source of power for unions that changed in the 1980s. By 

highlighting the role of globalization in suppressing union power, I also undermine 

several interpretations of union power in Mexico that grant little explanatory power to 

globalization. 



299 

Identifying Labor's Access to Decision-making as the Key Change in the State-Labor 

Alliance 

Mexican labor scholars agree observes that the state-labor alliance or social pact 

broke down during the de la Madrid administration (1982-1988) (Bensus^ and Rendon 

2000; Middlebrook 1991; Middlebrook 1995; Otero 1996; Samstad and Collier 1995; 

Teichman 1995). However, what is meant by the state-labor alliances is often vague or 

so broad that it includes all aspects of the state-labor relationship. In other words it 

includes both the elements of the alliance that debilitated unions as well as the elements 

that potentially gave unions power. My interest in explaining declining worker benefits 

directed my attention towards aspects of the alliance that afforded labor an opportunity to 

secure worker benefits.' I disaggregated the state-labor alliance in order to identify which 

aspect of the state-labor alliance broke down in the 1980s. I argue that the aspects of the 

state-labor alliance that helped labor gain worker benefits consisted of: 1) labor's access 

to decision-making and 2) labor's access to state intervention in capital-labor relations. 

While labor's access to state intervention did not constitute a significant source of power 

for unions for long after the revolutionary period, labor's access to decision-making in 

the state remained a source of power for several decades. It wasn't until the 1980s that 

labor's access to setting the national agenda and to decision-making regarding worker 

benefits declined. Thus I pinpoint the relevant change in the state-labor alliance during 

the 1980s as declining access to decision-making in the state. 

' Middlebrook (1995, p. 95) does the opposite. He identifies three aspects of the alliance that secured 
labor's loyalty to the PRI regime. He argues that legal, financial and political subsidies to "official" 
unions made union leaders in the official unions beholden to the state. 



I maintain that their access to decision-making in the state provided organized 

labor an important source of potential power despite Middlebrook's characterization of 

labor's access to the state as a political subsidy. Middlebrook argues that labor unions 

gained access to decision-making in the state merely because the PRI gave political 

subsidies to some union leaders. The state gave political subsidies by granting labor 

leaders political posts, such as positions in the Federal Chamber of Deputies. 

Middlebrook points out that these posts were only selectively granted to labor leaders. 

Thus, labor leaders had to show a degree of cooperation with the state to be nominated as 

a candidate for political posts. This imdennined labor's independence once they reached 

the decision-making table. Nevertheless, it was in the interest of both labor unions and 

the state for labor unions to retain legitimacy in the eyes of workers. Thus, once labor 

union leaders were at the table, they pressured for worker benefit from within the regime. 

Indeed, my analysis shows that the higher the proportion of unionists in the Chamber of 

Deputies, the more likely to president was to implement a new worker-oriented social 

program. 

Identifying Globalization as a Significant Explanatory Factor 

The Mexican case illustrates the viability of the Intemational Political Economy 

(IPE) approach. As such, it demonstrates the importance of globalization in explaining 

declining union power. I found that the global economic shock of the oil crisis in 1973 

made it more difficult for Mexican political leaders to satisfy all of the members of its 

coalition. Large industrialists, merchants, and financiers in particular became unhappy 
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with the regime. Further more, in the 1970s, changes in foreign investment strategies 

redirected the interests of these economic elite segments towards international financing 

and markets. As political leaders tried to cope with simultaneous pressures from the 

burgeoning internationalist elite in addition to the core constituents of the national 

project, consensus within the bureaucracy broke down. Organized labor became a target 

of the bureaucratic allies of the internationalist elite because they were a bureaucratic 

stronghold for the national project and constituted a constituency of the national project. 

Tracing declining union power to globalization, even if only indirectly, counters 

several competing explanations posed by Mexicanists who focus on systemic weaknesses 

of Mexican unions. The profuse literature on unions and union power in Mexico points to 

several systemic characteristics of labor unions in Mexico that weaken labor vmions. Few 

place much emphasis on globalization. For example, some attribute labor's declining 

power to labor's unholy alliance with the state. Others point to corruption, incompetent 

union leadership or the bureaucratization of labor unions as debilitating factors. 

Nevertheless these explanations cannot explain why union power dropped so 

significantly in the 1980s given tliat most of these systemic weaknesses of labor in 

Mexico have been in place for decades. 

Some argue that labor made an unholy alliance with the state in the 1930s. 

According to these scholars, this alliance subordinated Mexico's labor movement from 

the start. They argue that labor allied with the state to promote "national development" 

via industrialization and economic development (Gomez Tagle 1980; Gonzalez Casanova 

1965). This populist alliance, however, undermined the labor movement's "natural 
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evolution". By subordinating worker issues to the broader goal of economic 

development, unions fundamentally stunted the development of w^orking class 

consciousness, they argue. Others argue that the populist alliance weakened labor's 

potential influence, but did not completely nullify its ability to gain worker benefits 

(Basurto 1983a; Delarbre 1990). However, neither of these formulations can explain 

changes in labor's influence within the state after labor formed its "unholy" alliance with 

the state. 

Raul Trejo Delarbre blames labor's declining power in part on incompetent union 

leadership (Delarbre 1990, p. 19-20). He notes that labor has been vmwilling to break 

with the tradition of allowing strongmen with little experience outside local union politics 

to remain in leadership. He argues that this has made it more difficult for labor to respond 

effectively to the recent challenges presented by globalization (Delarbre 1990, p. 22-26). 

Others share Delarbre's criticism of labor leadership, linking incompetent and traditional 

union leadership to corruption, ''''charrismo" and bureaucratization in Mexico. 

Teichman and Middlebrook argue that corruption and charrismo debilitated 

unions. Teichman writes "union domination by corrupt labor leaders loyal to the state" 

often referred to as charrismo, debilitated unions in Mexico (Teichman 1995, p. 49). 

Middlebrook identifies the Miguel Aleman administration (1947-1952) as the turning 

point in Mexican labor history. During this period the government encouraged union 

leaders to become more corrupt (Middlebrook 1995, p. 107). President Miguel Aleman 

deposed union leaders that refiised to cooperate with the CTM (Teichman 1995, p. 55). 

He imposed union leaders that were willing to cooperate with the state. He also created 
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financial incentives for these new leaders to cooperate with the state. These incentives 

included making it possible for union leaders to bypass union treasurers and gain direct 

access to union dues. He gave union leaders in the union representing oil workers control 

over lucrative private contracts related to the oil industry (Teichman 1995, p. 58). 

Charrismo effectively broke the back of resistance to party-affiliated confederations such 

as the CTM. For both Middlebrook and Teichman, charrismo made labor unions 

unlikely to challenge any significant change in the state's policies. 

Bizberg proposes another reason why labor's ability to secure worker benefits has 

waned in Mexico. He argues that both external and internal organizational processes have 

pushed unions towards bureaucratization. He argues that this tendency has made union 

leaders more attuned to political pressures and lessened their sensitivity to pressures from 

their rank and file (Bizberg 1990, p. 170-72). As a result, labor unions have been more 

susceptible to the sway of state leaders than to the interests of workers. Bizberg argues 

that this dynamic made Mexican unions more responsive to changes in the political arena. 

He does not, however, identify significant changes within labor's bureaucracy that might 

explain the decline in labor's ability to secure worker benefits in the 1980s. Moreover, 

the bureaucratization of the labor movement cannot explain why it was that the labor 

movement did successfully pressure the government to increase wages and to implement 

generous social programs that targeted workers. 

The "unholy" alliance labor made with the state undoubtedly weakened labor in 

Mexico. State sanctioned corruption and highly bureaucratic union organizations may 

also have made unions vulnerable to the whims of political leaders. However, all of these 
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factors are factors that have been in place for decades. This makes them less able to 

explain why in the 1980s, worker benefits fell so dramatically. Thus this dissertation 

contributes an explanation of how declining union power may be related to factors other 

than the internal dynamics of labor movements. More specifically it examines how 

declining union power may be linked to globalization. 

Explaining how Globalization affects Union Power: Broader Implications of the 

Mexican Case 

Because Mexico is a theoretically strategic case study, findings regarding Mexico 

have implications for both the market pressures and the diffusion approaches. The 

Mexican case suggests an important scope limitation of the market pressures approach. 

The market pressures approach has generally been applied to cases where labor unions 

can derive their power from their organizational resources. However, I found this not to 

be true in Mexico. It suggests either several modifications of the diffusion theory or the 

superiority of the IPE approach over the diffusion approach. Because Mexico is 

considered to be an exemplar of the diffusion mechanism, demonstrating the plausibility 

of an alternative mechanism in the Mexican case undermines the diffusion globalization 

mechanism. Finally, as a semiperipheral case, the Mexican case illustrates the potential 

power of the IPE approach to explain declining union power in other semiperipheral 

countries. 
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The Scope T.imitations of the Market Pressures Approach 

The inability of the market pressures approach to explain labor's declining power 

in Mexico suggests an important scope condition for the market pressures approach. 

Chapter Two showed that changes in exposure to market pressures could not explain why 

unions lost organizational resources in Mexico. I found very little relationship between 

privatization and declining associational monopoly in Mexico. This suggests that market 

pressures may explain declining union power only in contexts where labor unions can 

rely on their organizational resources for power. In contexts where labor unions rely on 

their access to the state for power, such as in Mexico, changes in the exposure to market 

pressures may have less effect on labor unions. In fact, in Chapter Four I find that 

declining access to the state may be a better predictor of why labor unions lost members 

or why centralized bargaining fragmented in Mexico than increased exposure to market 

pressures. The finding that increased exposure to market pressures cannot explain 

declining union power in Mexico raises serious questions about the universal application 

of the market pressures approach. It raises questions about its application to contexts in 

which labor unions depend on the state for worker benefits. It is important to note that 

these findings do not undermine the central argument of the market pressures approachN 

that exposure to market pressures may cause losses in labor's organizational resources. 

The findings simply delimit the contexts in which the market pressures approach applies. 

If it is true that market pressures can only explain declining union power under 

the above scope conditions, this may significantly restrict its application in certain 

regions of the world. Labor unions in advanced industrial societies have experienced 
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prolonged periods of economic growth and low unemployment. Low unemplojonent 

creates a market advantage for unions. When employers fear losing workers they are 

more likely to bend to the demands of organized labor. During extended periods of high 

unemployment, labor unions may be able to leverage worker benefits without help from 

states. However, unions in countries outside of the core, are less likely to experience 

prolonged periods of low unemployment. Thus, they are less likely to have leveraged 

worker benefits without the help of governments. This means that in general, the market 

presstires approach may be less relevant to unions outside of the core. 

Potential of the IPE Approach to Modify or Operate in Conjunction with Diffusion 

The fact that an International Political Economy (IPE) approach can explain a 

case that is viewed as an exemplar of the diffusion theory, such as Mexico, demonstrates 

the potential generalizability of the IPE approach. The empirical evidence presented here 

does not rule out that diffusion mechanisms may also be at work. But it suggests that 

diffusion mechanisms may not be the critical factor. For example it could be that social 

network ties with American economists and American economics training made 

neoliberal reforms attractive in the eyes of eager young politicians in Mexico as Centeno 

posits. It could also be that Mexico's resource dependence after the 1982 debt crisis, 

created an added incentive for these young politicians to pursue neoliberal reforms as 

Sarah Babb proposes. However, I have shown here that the critical factor that led those 

young politicians in Mexico to adopt an aggressive neoliberal reform package may have 

been local rather than external. The evidence presented here shows domestic 
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instantiations of globalization (i.e. pressures from segments of the domestic economic 

elite that had acquired an intemationalist orientation) persuaded young politicians to 

adopt neoliberal policies as part of their strategy to ascend to power. 

One implication of this finding could be another modification of the difiusion 

approach. Sarah Babb proposes that external pressures based on resource dependency 

explain the direction of international diffusion. In doing so, she argues that the interests 

of foreign actors affected the interests of domestic actors. One could modify diffusion 

theory to accommodate the interests of domestic actors as an additional local factor that 

can make adopting units more susceptible to the diffusion of innovations. For example, 

one could propose that the interests of domestic elite could explain the particular policy 

innovations (in this case neoliberal policies) adopted from the international arena. Such a 

modification would be consistent with those proposed by Snow and Benford. They 

propose that adopting imits may borrow selectively from the international repertoire of 

innovations or they may slightiy alter iimovations in order to accommodate 

domestic/local considerations. Political leaders may selectively adopt neoliberal reforms 

that are salient to domestic economic elites. Alternately they might accommodate 

neoliberal reforms such that they better serve the interests of particular segments of the 

economic elite. 

But such a modification is unlikely to be accepted by proponents of diffrision 

approaches. This is because they shy away from arguing that states are anything but 

autonomous from domestic or local pressures from societal interests. In fact, Meyers et 

al. (Meyer, Frank, Hironaka, Schofer, and Tuma 1997) contrast their perspective with 
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those that interpret states as "creature[s] of worldwide systems of economic or political 

power, exchange, and competition" in which "money and force, power and interests, are 

the engines of global change" (Meyer et al. 1997, p. 147). Meyer et al include world 

systems theory (Wallerstein 1974) and what they call state-competition theory (Skocpol 

1979; Tilly 1992) among these alternative approaches. Despite the fact that recent 

modifications of the diffusion model undermine such a stark contrast between their world 

cultural perspective and an approach closer to an IPE approach, diffiision theorists intend 

to compete with theories that interpret policy outcomes as reflecting societal interests. 

Potential of the IPE Approach to Explain Union Power in the Semiperipherv 

The IPE approach explored in this case study draws from a model that explains 

democratization. Applying the approach to other places demonstrates the flexibility of the 

IPE approach to explain both convergence towards declining union power as well as 

cross-national divergences from this general trend within the semiperiphery. 

For example. Gay Seidman (1995)demonstrates that an IPE approach could 

explain the recent rise of a militant labor movement in Brazil and South Africa. The 

Brazilian and South African cases illustrate that the fate of labor movements in 

semiperiphery countries is intimately linked with the ability to secure political influence. 

Industrialization in both countries created a new working class population. But the 

transformation of these workers into militant labor movements depended on a political 

opening that made repressing labor militancy on the shop floor too costly to authoritarian 

leaders. In both cases, authoritarian leaders became unwilling to repress shopfloor labor 
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militancy because they feared that this would give disaffected economic elite segments a 

justification to dispense with the regime. Seidman argues that without the support and 

political opening created by the disaffection of the economic elite, the labor movements 

in both countries would never have become so militant. 

This illustrates the point that I have made with respect to labor movements 

outside of core advanced industrial societies. They carmot rely solely on their ability to 

organize workers and to coordinate bargaining. The labor market conditions conspire 

against relying on organizational resources to gain power. Instead, they must rely on 

their access to the state. In the case of Brazil and South Africa, they could do little until 

the state found it politically infeasible to repress labor militancy. In Mexico, labor grew 

and acquired worker benefits because political leaders saw labor as a potential source of 

legitimacy in a bid to stabilize a new revolutionary state in the 1930s. They lost power 

because political leaders found it politically expedient to dispense with labor's privileged 

access to decision-making in the state. In essence, labor movements in the semiperiphery 

must use the state to simulate the conditions created by a tight labor market. 

The Brazilian and South Afiican cases also illustrate that the fate of labor 

movements in semiperipheral countries is tied to the global economy — but not via the 

market. Labor movements there gained leverage in the political arena because changes in 

the interests of the economic elite shifted the state's orientation towards organized labor. 

The interests of domestic economic elite are the domestic instantiation of the global 

economy. Analyzing the imprint of foreign investments on the interests of domestic 

economic elite and the effect that changes in the overall state of the global economy has 
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on this imprint reveals why the state would have an interest in favoring or penalizing 

labor. 

Seidman identifies two domestic instantiation of the global economy that affected 

labor's fate in Brazil and South Africa: 1) the rapid industrialization stimulated by 

foreign investments in industry and 2) the long term debilitating effects of the global 

economic recession that began in the early 1970s. Seidman argues that industrialization, 

overseen by authoritarian regimes, birthed and nurtured a new class of local industrialists 

whose fate was intimately linked with TNCs. In Brazil, these local industrialists 

supported protections for domestic industry until the global economic crisis cut into the 

profits of these industrialists. Private industrialists watched bitterly as state-subsidized 

industry continued to flourish through the crisis. Disillusioned, these industrialists 

demanded that the state reduce its subsidies for state industries and eventually turned 

their back on the bureaucratic-authoritarian regime all together. She writes: "When the 

international context changed and growth rates slowed, industrial leaders...began to 

challenge the state's priorities, demanding their own voice in policy-making"(Seidman 

1995, p. 140). These elite segments advocated a democratic transition but needed allies to 

make the transition happen. They turned to the burgeoning labor movement. Support 

from the disaffected economic elite segment boosted the labor movement. In fact, in 

Brazil, a labor party gained significant power and almost captured the presidency in 

1988. Thus, as she put it ". ..As the political discourse shifted among the dominant 

classes... calls for some form of democratization became more frequent and labor 

activists took advantage of a new political opportimity... "(Seidman 1995, p. 140-141). 
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In. Brazil and South Africa, domestic economic elite interests could only be served 

with a regime change. Therefore labor mobilization was in their interest. In Mexico, 

domestic economic elite interests could be served without a regime change. However, to 

do so required eliminating the threat of opposition within the bureaucracy. The 

integration of labor into the bureaucracy and the role that labor played as a constituent of 

the old project made labor a political liability to aspiring political leaders allied with the 

internationalists. In Mexico, bureaucratic factions vying for power had an interest in 

demobilizing labor while the elites in Brazil had an interest in activating labor. 

This thimibnail sketch of labor movements in Brazil and South Africa illustrates 

the power of the IPE approach. The IPE approach can explain why the labor movements 

in some semiperipheral countries gained power at the same time that labor movements in 

the rest of world tended to lose power. Moreover, it can explain why Mexico 

experienced a trend that mirrored the convergence towards declining union power in 

advanced industrial societies. But I have shown that explaining this convergence in the 

semiperiphery cannot rely on an analysis of market pressures and how they affect 

employers and unions directly. Instead, understanding union power trends outside of the 

advanced industrial societies requires an analysis of the domestic instantiations of 

globalization. 
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