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Abstract 

This dissertation is an interpretative investigation on the Mexican petroleum 

industry. It studies the social arrangement that allowed the development of Mexico's 

most important State-Owned Enterprise Perrdleos ~ble.ricanos and the current pressures to 

transform it. The need to modifj its operations in blexico is an issue of enormous 

significance for the current reforms undertaken by the Neo-liberal project initiated during 

the mid 1980's. It represents the abandonment of the development strategy that 

characterized the "Regime of the Revolution" and the establishment of a market-oriented 

economy in line with the development strategy selected by the President Fox for the 

period 1000-2006. 

Through an approximation of Habermas' ideal 'Public Sphere' this dissertation 

reveals relevant information about PEMEX's historical and present contexts. the basic 

elements that make up the Mexican petroleum culture. its major interest groups, their 

mutual perspectives and understandings. their interpretation of the present situation and 

their opinion as to the way PEMEX should be modified. 

The investigation into the ideas. beliefs and customs that justitied PEMEX's 

hegemony over Mexico's petroleum resources followed the conceptual model provided 

by the Critical Theory Paradigm and an adaptation of a methodological approach 

previously employed for qualitative Critical Theory research. Throughout an 

ethnographic analysis of twenty-six representatives of PEMEX's major interest groups 

through in-depth, semi-structured interviews based on a combination of an interpretative 



research design and a case-study research method, the beliefs, ideals, mutual perceptions 

and hture plans of these stakeholders were identified. 

This study advances the understanding of the symbols, beliefs and ideas that have 

framed Mexican petroleum culture, as well as describes how these beliefs and ideas have 

changed over time. Through an 'ethnography of rhetoric,' this project facilitated the 

absorption and comprehension of their world. ideologies and expectations. Therefore, it 

contains the analysis of a whole rhetoric that legitimated an enduring and incredibly 

powerhl politicd regime with an ideology that justified 'a way of life.' The study 

conciudes with a call to exercise self-reflection. get rid of the hundreds of 'False 

Consciousnesses' that modify Mexican behaviour every day. and endeavour to enter the 

wondehl experience of intellectual emancipation. 
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CHAPTER ONE, 

INTRODUCTION: 

THE STUDY OF THE MEXICAV PETROLEUM SECTOR 

Introduction 

This dissertation is a qualitative study of the Mexican petroleum industry. More 

specifically, this study contains the results of an investigation on the values. customs, 

beliefs and symbols that. as part of the Mexican political culture. have legitimated energy 

sector policy-making in Mexico between I938 and 1999. as petroleum centralism, State- 

Fedenl government relations, exploration and production, and other social issues. The 

main purposes of this study are to understand the nature of energy policy-making, 

particularly regarding Mexico's most important State-Owned Enrerprise (SOE), Petrdleos 

~bfexicanos (PEAEX); and to offer a renewed comprehension of key petroleum sector 

stakeholders perspectives and mutual perceptions. Both purposes contribute with rich 

information toward the present need to transform the h4exican petroleum industry. 

As 'the world's biggest business' (Martin Moreno, 1994), petroleum has pervaded 

the development of Mexican history. Not only have oil and gas impacted the nation's 

economy for decades. but has also aItered the socio-political arrangement Both foreign 
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petroleum corporations and Mexican governments have attempted to justify or legitimate 

specific political actions and decisions upon complex ideological and cultural 

constructions. As Pnssad (1994) explained, petroleum has become so important for 

industrialization that issues related with the execution of oil related decisions has become, 

fundamentally. an exercise of socio-economic power. 

The case of Mexican petroleum provides an excellent example of the pervasive 

relationships that petroleum economics induce between interest groups in society. Just as 

the twentieth century became 'The century of oil" (Yergin. 1991) and "modern civilization 

became more dependent on oil than on any other single commodity" (Tugendhat and 

Hamilton. 1975). Mexico became fundamentally what Yegrin (1991) called a 

'Hydrocarbon Society.' 

However. petroleum's significance for Mexico has expanded beyond economic 

issues. Oil has become one of the most important socio-political icons of Mexican 

culture. Petroleum. through the development of operations of PEMEX. became after 

1910 a primary symbol of the ideological construction that supported the 'Regime of the 

Revolution,' Federal control over the nation's petroleum resources has been legitimized 

based upon a set of myths, legends and sagas resulting fiom the 191 1 Mexican 

Revolution. This research project attempts to shed some Iight on the socio-poIiticd 

dimensions of the connection between Mexican petroleum and the political regime in 

power since the Mexican Revolution. 

To identify the most important ideological and cultural components that constitute 

the political system to sustain PEMEX hegemony over Mexico's hydrocarbon resources 



and to identify the way these have changed over time, the study employs the theoretical 

lenses provided by Critical Theory (CT). Jiirgen Habermas' Theory of Communicative 

Action (1984), pmicular1y his 'Public Sphere' concept. is used as the lens of study.' 

According to Habennas (1992), many of the ideologies and customs (i.e. norms, rules and 

values) that govenunents and societies impose on individuals become explicit in the form 

of accepted cuItural principles adopted as 'truth.' As individuals become a product of the 

social traditions. customs and vdues that surround them through the process of 

socialization. these truths become part of their collective 'reality.' As Habermas explains 

(1992:133), socialization includes a 'storehouse of unquestioned cuitural givens' that 

establishes and maintains a particular political order. 

It is this study's contention that the disclosure of the ideologies, beliefs and myths 

surrounding PEMEX's activities: the identification of the different interest goups behind 

PEMEX's reform; and the comprehension of their agendas, perspectives and mutual 

understandings allows the construction of a -Public Sphere.' Such an integration of 

information about PEMEX's symboIism, history, stakeholders. legal m e w o r k  and 

present context facilitates the development of improved petroleum policy-making in 

accordance to the participatory and democratic features of present day Mexico. 

Habermas' The Structuraf Transformation of the Public Sphere (1962) refers to a public 
arena where persons, willing to let arguments and not issues such as social ideologies or 
prejudices determine decisions, conduct a rational-critical debate about public issues. 
Within the 'Public Sphere': practical reason becomes institutionalized through norms of 
reasoned discourse in which arguments, not statuses or traditions, are decisive- The 
quality of discourse and quantity of participation makes the 'Public Sphere' a wonderfid 
support for the development and maintenance of a democratic regime (Calhoun, 1994: 3). 



Due to the strong political nature of energy policy-making throughout Mexican 

history. PEbEX represents a very complex social. economic and-political phenomenon to 

study. The objective of producing an idyllic. totally transparent petroleum policy-making 

process would be a utopia Nonetheless, it is believed that a clearer view of both 'the 

trees and the forest' positively improves he design and implementation of better energy 

policy-making. In the case of PEMEX. a 'Public Sphere' can smooth the progress of 

petroleum sector modernization and the transformation of present Mexico. 

This dissertation also contributes to the field of public policy analysis. Traditional 

policy-making studies have adopted an instrumental and economistic rational to 

understand industry behaviour issues such as productivity (Baker. 1984). competitiveness 

(Sanchez 1998). suategy and structure (Chandler. 1962) or labour relations (Salas, 1992). 

However. this study adopts a 'macro' approach to the cultural and socio-political 

conditions that surround the Mexican petroleum industry. 

The reminder of this chapter contains a sununary of the dissertation. It will describe 

the particularities of the case under study, the theoretical basis and research design, as 

well as the reasons for conducting this kind of research. Such descriptions will emphasize 

the relevance of PEMEX in Mexico's development and the convenience of Habermas' 

'Public Sphere' to understand the socio-political nature of the links between petroleum 

interest groups. FiaalIy, it will outline the chapters to follow this introduction. 
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The Case Study 

This dissertation adopts a case study research methodology to understand Mexican 

energy sector policy-making through the analysis of one of the world's ten Iargest 

petroleum firms and the most important enterprise (public or private) in Mexico; namely 

Perrdieos iLLexicanno (PEMEX). Since its founding in 1938 and continuing to the present, 

PEMEX has enjoyed complete hegemony over Mexico's hydrocarbon resources 

(petroIeum. gas and petrochemicals). During this time, it has acquired uniquely strategic, 

economic. politicd and social roles with respect to the Mexican political system. Among 

many other functions. PEMEX has been the single most important purveyor of fiscal 

revenue {up to 70% during the late 1970's). export revenue (approximately 55% in 1979) 

and industrial emptoyment (240.000 employees in 1986) in Mexico. Despite its vast 

economic relevance to the country, PEMEX has also acquired an important politicaI role, 

becoming the most dominant representation of Mexican nationalism. 

It is argued here that PEMEX's endurance and overall control of the nation's 

hydrocarbon resources mirrors the reasons that explain the political hegemony of the 

Institutional Revolutionary Party (PRI for its initials in Spanish) regime over Mexico. 

Both institutions' design and endurance has been supported through the successful 

dissemination of a particular set of what Octavio Paz called in The Labyrinth of Solitude 

(1952) 'heroes, saints and martyrs,' which formed a complete rhetoric based in the ideds 

of the Mexican Revolution. PEMEX and the PRI regime (hquently referred to as the 

Regime of the Revolution), have resisted the passing of time by legithizing themselves 

through adopting a set of popuIar beliefs, myths and ideas selectively taken from Mexican 



history. These beliefs, myths and legends have created a political culture that, until 1999, 

justified the lengthy permanence of the PRI (and therefore PEMEX) in power. 

The successll geographical and social dissemination and rooting of an ideological 

configuration adopted from the Mexican Revolution facilitated the establishment of the 

PRI regime, as well as the development of its' semi-authoritarian, interventionist and 

centraIist nature (Aguilar Carnin and Meyer. 1999). This regime has been authenticated 

in the eyes of the population. by an ideological rhetoric composed of seIected historical 

events. which in turn became through the 'ot'ficial' version of the Mexican Revolution, a 

set of myths. legends and sagas. Amongst these are the social and democratic 'heroism' 

of Mexican Revolution in 191 1: or the ultimate 'national pride' that emerged h m  La 

~Vacionalizacibn Petrolera (petroleum nationalization) in 1938. As a result the PFU 

regime has nurtured a series of dependency relationships between the State and society, 

based on the pillars of the 'Revolutionary' political culture. 

In order to develop a closer understanding of the nature of PEMEX and PRI 

hegemony, this dissertation employs a Critical Theory (CT) framework. According to 

this lens. modern Mexican political culture is not the product of mere historical causality, 

but has been deliberately shaped, handled and reproduced in the form of an ideotogicd 

device useful for social control. The Revolutionary FamiIy has taken advantage of such a 

regime by fiding shelter under the shield created by this political culture. For CT, such 



an unequal social arrangement has endured on the basis of a 'False ~onsciowness'~ built 

upon the spirit of the Revolution. 

Interestingly, behveen the 1930's and the 1970's this arrangement produced the 

social peace, political stability and during some periods, economic development that the 

country lacked during the nineteenth century. However, it also alienated its' citizens from 

the principles of democratic order and social equality as decreed by the Constitution and, 

through its centralist and elitist policies, isolated most geographic regions and social 

groups From the benefits of modernization. 
k 

The PEMEX story shares important similarities to that of the PRI regime. For the 

six decades that the PEWX hegemony has endured. stntegic petroleum policy-making 

has remained within the domains of a small group of politicians and technicai experts. 

Petroleum decision-making has been detached from democratic or participatory 

mechanisms that could incorporate popular involvement and build a national consensus 

on the appropriate use of such resources. The authority. discretion and lack of 

accountability held by PElMEX officials have been legitimated by the same rationale that 

has justified the omnipotence of the Regime of the RevoLution. LittIe normative 

justifications authenticate PEMEX's command beyond the ideological rhetoric supporting 

central State planning, interventionism and elitism. 

' The term "False Consciousness" was first developed in Horkheimer's The Dialectic of 
Enlightenment (1941) referring to the false clarity caused by a set of belie&, myths and 
values imposed on a social group by a dominating elite with the objective of maintaining 
control and the permanence of the status quo. 
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The simultaneous hegemony enjoyed by both PEMEX and the PRI is not an 

historical coincidence. PEEvlEX became a political device to bind together the ideological 

components of the False Consciousness set up by the members of the PRI political elite. 

The enormous resources obtained from petroleum exploitation wen: used to solidify the 

ideological principles that legitimized this political arrangement and to facilitate the 

accumulation of political and economic weaIth in the hands of this social group. Such a 

unique association has generated a long list of questions by interested economists. 

sociologists and political scientists. Some of the enquiries that have received the greatest 

attention are: 

I ) How is it possible that a single social group gain such a large amount of political. 

economic and socia1 benefits during a Iong period of time without the least amount 

of opposition? 

2) How can social. politicd and economic srarus quo be maintained for over seven 

decades? 

3) How can it retain control and take advantage of an abundant national resource 

while other sectors of society and other regions suffer fiom underdevelopment? 

Proposed responses have ranged fiom historical determinism (the view that, 

'Mexico's fate was written in the Maya Codes two thousand years ago') to Dependency 

Theory's geo-political interpretations ('its all the fault of United States imperialism'), 

amongst many others. This document contributes to such Iiterature by offering a focused 

single-industry andysis. It attempts not only to dissect the ideologies that have formed 
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modem Mexican political culture but also to understand the PRI-PEMEX political [inkage 

in Mexico between 1938 and 1999. 

[t is argued that the political regime that sustained and legitimized PEMEX's 

hegemony is no Longer valid under the socio-political circumstances that prevail in 

modem Mexico. Therefore. this study is also interested in conducting an analysis that can 

contribute toward the reform of petroieum policy-rnaklng in Mexico. Since 1982 Mexico 

has  embarked on an important transformation endeavour including economic and political 

liberalisation. with central government planning abandoned in favour of a Neo-liberal 

agenda which hsls seen the launching of a comprehensive privatization and deregulation 

program. Consequently. the continuing administration of PEMEX has become a strategic 

theme for the ideological debate carried out between Mexican conservatives and 

reformers. 

[n accordance with the reforms that have Ied to a more democratic political system 

in Mexico. petroieum administration and policy-making cannot continue to be detached 

liom public understanding and participation. PEMEX cannot continue to be operated 

according to the means initially conceived by the PRI regime. since authoritarianism and 

centralism have been abandoned over the last decade. With the exception of a few minor 

State-Owned Enterprises still in the hands of the Federal Government, almost all the 

important ones have either been sold or closed. With the privatization of the banking 

system (1989) and the national telephone company (T~;i&nos de Mkcico. TELMEX) 

(1990), PEMEX remains the last Iarge SOE in Mexico. Consequently, it has become an 

important icon to the current ideological debate among interest groups. WhiIe reformers 
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demand a full commitment to Neo-Libedism through the liberalisation of PEMEX 

activities; conservatives on the other hand are instrumental in their defence of PEMEX as 

a SOE. Therefore, appropriate petroleum administration beyond ideological realms. has 

become a central theme for discussion and analysis at most Mexican academic and 

professional arenas. 

Employing the theoretical lenses of Critical Theory, energy sector administration in 

Mexico has reached a 'Crisis of Legitimacy' (Habermas, 1975). This is the consequence 

of the failure of the State to effectively mediate the transition between historical stages. 

At present. the legitimacy claims of a centralist politicd system clash with the legitimacy 

claims of a new liberal-democratic, market-oriented political and economic system. 

Under such a dilemma other important questions for this research endeavour are: 

I )  How can a legitimacy crisis generated by an incomptete transition to Neo- 

liberalism be terminated in the case of Mexico? 

2) Is there middle point where consensus can be built over petroleum policy-making 

between reformers and conservatives? 

3) If transition is resoived and consensus reached between stakeholders, then how can 

a more socio-economically egaIitarian and just society be developed? 

Through h e  h e w o r k  provided by Habermas' Theory of Communicative Action 

(1984), this study attempts to provide a fim step toward developing a critical policy- 

making model of Mexico's petroleum sector. It is argued in this study that the 

transformation of the Mexican petroleum sector can be best achieved through an all- 



inclusive and democratic public policy mechanism. According to present democratic 

practices, this mechanism would include most interest groups that develop consensus 

around the form that the petroleum sector should take. For Habermas, such a mechanism 

is characterized as the 'Public Sphere.' 

By acquiring a renewed familiarity with Mexico and PEMEX historical and present 

contexts, enriched with a clearer understanding of petroleum sector stakeholders' views 

and mutual perceptions. this study not only furthers the understanding of the PEMEX- 

PEU regime but also contributes to the understanding of past and present Mexico. To 

understand the relationship between CT and its utility for the development of new critical 

tools of analysis in the tield of public administration. the theoretical elements that 

constitute Critical Theory are explained in detail. 

Theoretical Basis for tbe Research 

Critical Theory originated in the 1920's From the writings of the members of the 

Frankfurt School for Social Research (Bottomore, 1983). These authors attempted the 

development of a post-Marxist philosophy that focused on the discord between classes. 

They emphasized the process of enlightenment; that is, rationalization and emancipation 

as the solution to social struggles. Since then, Critical Theory has evolved and modified 

its hcus of interest according to current social conditions. The counter-culture of the 

1960's and the post-modernist movement in the 1970's and 1980's elaborated on the 

principles of Critical Theory, shifting its focus from class struggle, to unequal power 

relations and de-constructivism of society as a whole. More recently, researchers have 



employed the CT commitment to social enlightenment to further our comprehension of 

such diverse fields as education. law. communications and poiitical science. 

Methodologically, Critical Theory provides a rigorous framework to understand complex 

social situations dealing with power, manipulation, disequilibria and resistance to change. 

There are other lenses that could be use l l  for this study. From an organizational 

viewpoint. these range from Population Ecology (Hannan and Freeman, 1977) to 

Institutional Theory (Diblaggio and Powell, 1983). However. CT is particularly 

convenient as a result of its orientation toward unequal power relations and for its 

commitment to social change. Therefore. Critical Theory is considered to be the most 

appropriate approach tbr the objectives and focus of this study. 

[n its most elementary form. Critical Theory pretends to locate the sources of 

domination in real social practices. to project an alternative vision of life Free born such 

domination. to put this message into a language clear to the oppressed, and to facilitate 

the process of emancipation and self-liberation. Critical Theory seeks to question taken- 

for-granted assumptions about reality in modern society, including the direct beneficiaries 

of such assumptions in order to facilitate the development of a level playing field through 

the emancipation of the disadvantageous stakeholders. The participants in any critical 

research endeavour to become active players because they are required to identify and 

critique their own assumptions and ideologies, understand the 'reality behind apparent 

reality'. and find ways to reform such situations. A critical approach thus empowers 

participants by inviting them to understand the nuances of social life and its complex, 



behind-the-scenes political, economic and social relationships. The new knowledge that 

results is applicable for enlightenment and the generation of social change. 

As a social philosophy. CT attempts to help the individual participants of society 

become aware and understand the social historical reasons that explain why reality is as it 

seems. According to this approach. society is deliberately manipulated in order to benefit 

particular groups and interests. As expressed by Alvesson and Willmott (1992b:435), 

"A timdamental claim of the proponents of CT is that social science can and 
should contribute to the libention of people From unnecessary restrictive 
traditions. ideologies, assumptions, power relations. identity formations. and so 
forth. that inhibit or distort opportunities for autonomy. clarification of genuine 
needs and wants. and thus greater and lasting satisfaction." 

It has been postulated that some of the major goals of Critical Theory are to 

"improve human existence" (Frost 1980:vi): "[Clhallenge unreflective science" 

(Grimmes. 199237): "substitute uti1itaria.n rationality for consensus rationality; substitute 

efficiency based technocratic rationality in decision-making with rationaldemocratic 

decision-making" (Geuss. I 98 1 :8 1 ); "[Clhange social snuctures. supporting expansion of 

purposiveness. creativity and rationality" (Alvesson and Wilmott. 1992b:431); 

"Placilitate the clarification of the meaning of human need and expansion of autonomy 

in personal and social life" (Alvesson and Wilrnott, 1992a:37); and "give power to society 

and get stronger legitimacy" (Pfeffer, 1997: 187). As Alvesson and W i o t t  (1 992a) 

suggest, the end goals of Critical Theory as a social science can be succinctly summarized 

in five principles. First, develop a non-objectifying view of society; second, to expose 

asymmetrical power relations in society; third, to counteract discursive closure; fourth, to 



reveal partiality of shared interests; and fifth, to reveal the role that communications play 

on such actions. 

As a philosophy of science. CT is not just satisfied with identifying the laws that 

rule social behaviour (positivism), nor does it attempt to provide a description of society 

(interpretativism). Instead. it attempts to learn about the conditions that h e  abusive 

social arrangements in order to initiate social change through the enlightenment of the 

abused. Therefore. CT begins with a deep exploration of the way stakeholders interact 

and interpret each other (Leonard. 1990). It then seeks to show how these self- 

understandings create an oppressing 'reality' through an in-depth understanding of the 

social interactions that lead to unequal power relations. It emphasizes that the solution to 

any condition of false social consciousness or legitimacy crisis depends on the 

stakeholders' capacity to develop new relationships, including a new set of mutual 

perceptions and interactions. 

With regards to the development of an un-coerced. enlightened and emancipated 

society. CT proposes the analysis of the social conditions that lead to unequal power 

relations. It stimulates individual self-reflection and self-transformation required to 

identify and nullifSr such dysfunctional social conditions. in order to advance the 

improvement of arrangements within society. 

Several studies have explored the convenience of each of the existing research 

paradigms (i-e. quantitative, interpretative, and critical). They have been discussed ia 

depth in the social sciences, organizational research and public policy analysis (Forester, 

1982b; Ste& and Grimes, 1986; AIvesson, 198% and Morgan, 1990). As explained in 



the next chapter, Critical Theory does not belong to the traditional positivistic research 

paradigm, instead it belongs to the interpretative approach to scientific discovery, and 

rejects the positivistic notion of rationality. objectivity and truth. seeing 'reality' as 

historicaily and socially embedded. 

As Pfeffer ( 1997) argued. social sciences must acknowledge both theoretically and 

empirically. that social issues that involve power relations are not inherently neutral. 

Moreover. while the use of a positivistic approach to social research can lead to the 

advancement of the social sciences. it can also contribute to the maintenance of a 'False 

Consciousness'. For CT. the positivist approach "determines what kinds of knowledge is 

produced and what kinds of observations and interpretations come to be accepted as true" 

(Martin. 1992). Such influence is itself a form of ideological or methodological 

domination. For Critical Theory. social and philosophical rather than technical issues are 

pertinent criterions of research. 

"If a Critical Theory is not a w e  'scientific' theory, not a part of a so called 
empirical social science, we might think of it as part of the wider enterprise of 
social theory or social philosophy. Not all empirical social inquiry must have 
the structure of Critical Theory, but the construction of an empirically informed 
Critical Theory of jociety might be a legitimate and rational buman aspiration" 
(Geuss. 198 1 :95). 

A Critical Theory approach has been increasingly adopted in public poiicy analysis 

literature (Denhart, 198 1; Forester, I98 1,1985 and 1993; Kelly, 1991; Sossin. 1992; Box, 

1995 and ~ a n e h ,  1997). It facilitates the analysis of organizations h r n  a public poticy 

perspective into two main domains: to study the way power within enterprises is 

W b u t e d  and exercised (EaIy, 198 1; Forester, 1982a and 1982b; AIvesson, 1985 and 



1991; and Alway, 1995); and to understand the relations, and the reasons behind such 

relationships. between the state. social organizations and the civil society (Denhart, 198t; 

Leonard, 1990; Kelly, 199 1 and Sciulli, 1992). This second application also highlights 

the study of the relationship between certain social groups interests and their input on the 

State's political agenda. 

In the case study of PEMEX. Critical Theory facilitates the understanding of its 

process of institutionalization a s  part of the PEU regime; as well as the nature of its 

relations with petroleum stakeholders. A Critical paradigm reveals how f EMEX's 

operations have been legitimized with functional as wet1 as ideological arguments 

conceived to maintain its hegemony over the country's petroIeum resources. benefiting a 

particular social elite. In order to achieve this objective. this study uses a modification of 

the methodological approach suggested by Comstock (1982) to identi@ the breach 

between what social groups 'say*. and what they actualIy 'do' (ideas-redity gap). 

Research Design 

This study employs a modified version of Cornstock's (1982) methodoIogical 

approach that has been previously employed for qualitative Critical Theory Research and 

recommends the follow four steps: 

1) Identify a pervasive social arrangement characterized by power asymmetries. 

2) Develop an indepth understanding of the context that frames the understandings of 

each stakeholders' worlds, including their meanings, values, beliefs and ideas. 



3) Construct models of the existing relationships between social conditions, the inter- 

subjective interpretations of those conditions and the stakeholders' roles and 

expectations. Then identify and clarify the inconsistencies that result from his  

analysis. 

4) Develop a program of education that provides the stakeholders with renewed ways 

of interpreting each other. and follow up with research on the social changes 

generated through the process of emancipation, 

Step four extends beyond the scope of this study. so it has been delayed for a future 

project. Nonetheless. the first three steps are adopted as the methodological Framework 

for the study of the Mexican petroleum sector. 

Besides Comstock's critical methodology, this research project combines an 

interpretative research design with a case-study research method. Primary data was 

collected through the ethnographic analysis of twenty-six in-depth, semi-structured 

interviews with various stakeholders involved with PElCllEX activities. Interview-based 

ethnographic analysis offers a suitable methodology that combines the benefits of an 

ethnographic method with the pragmatism of a questionnaire. As Prassad (1994) and 

Jamal (1998) discuss. it provides a rich source of information without having to actually 

incur a lengthy social immersion. while also generating semi-structured sets of data easier 

to analyze and comprehend. The combination of these methodologies allowed for an 

improved methodoiogicd approach suitable for the exploration of Mexican petroleum 

culture. 
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Contributions and Significance of the Study 

This research contributes most importantly to the literature on public policy, 

Mexican politics and its petroleum sector, as well as  Critical Theory. This study contains 

several specific contributions. First. it offers a unique. concise review of the country's 

ancient and modem history, allowing for a better understanding of the Mexican context to 

those not h i l i a r  with this country. focusing on critical elements and development of five 

dichotomist sets of ideological arrangements. Although the liberalization of Mexico's 

energy sector is not part of the North American Free Trade Agreement (NAFTA), it has a 

significant impact on the commercial and investment exchanges among Mexico. Canada 

and the United States. Therefore. this research contributes toward an improved 

understanding of Mexico's current problems and the challenges it presents to its' North 

American trade partners. 

Second. it ofFers a detailed analysis of the stakeholders involved in the liberalization 

of PEMEX. including an interpretative ethnographic analysis of their perspectives, 

interactions and understandings of each other. Since the study allows for a deeper 

comprehension of the parties involved. it facilitates the development of an improved 

political strategy. leading to an improved reform process that places social issues ahead of 

political justifications. 

Third, the study is intended to link theory with practice, based upon a solid 

theoretical background, providing Mexican policy makers with an innovative h e w o r k  

for pubtic policy analysis and design. Moreover, this study attempts to meet the standards 

for a critical inquiry recommended by Brown (1989): 



1) The study addresses the situation of certain individuals or groups being freed from 

a particular ideological belief or misunderstanding through reason and evidence. 

2) It identifies and discusses a systematic source of ideological misunderstandings 

and documents their existence. 

3) A historical-social analysis allows for a coherent explanation of the nature of the 

ideological misunderstandings. 

4) The research offers an alternative to the inter-subjective validity created by the 

ideological misunderstandings. 

5) It proposes alternatives to the modification of the ideological beliefs. 

6 )  Finally. the study provides a communication alternative to prevent any titure 

ideological misunderstandings of a similar kind. 

Therefore. this study may provide a new perspective and operational fnmework 

useful for public policy makers and political analysts. in the design and critique of public 

administration. 

Finally. this analysis may also be useful to other nations with similar SOE situations 

as faced by PEMEX. For example, Venezuela Brazil and Colombia are currently dealing 

with petroleum liberalization strategies of their own. This description of the Mexican 

case and the use of a Critical Theory lens to understand stakeholders could be potentially 

use l l  for their particular cases as well. Finally, the study contains a practical use of 

Critical Theory as a tool for analysis. It provides the first such critical analysis of a 

Mexican phenomenon. 



Present Need for PEMEX Research 

Ihe  initial steps toward the liberalization of the Mexican energy sector, which 

includes gas, electricity, nuclear and most importantly hydrocarbons. have already been 

taken. Despite opposition as well as the various difficulties such an endeavour presents, 

the administration of President ZediIlo demonstrated its commitment to this Neo-liberal 

program over the period of his administration. [t is argued that the liberalization of the 

energy sector would promote the sector's efficiency. collect important foreign direct 

investment, and diminish the size of the State (Ministry of Energy, 1999~). While there 

appears to be clear commitment to the end goal. the reformers have not selected the 

means necessary to carry out such an endeavour. There are no indications of any specific 

strategy to be followed. nor have they decided the tinal form that the sector should take 

&er liberalization. According to an interview with a representative of the Ministry of 

Energy (interviewee B). the constant political opposition to President Zedillo's energy 

reform proposals has pushed the Ministry of Energy to invest more resources into 

political lobbying than into developing a formal and definitive proposal of petroleum 

management. The same source maintained that, 

"Conscious of the enormous challenge that LiberaIising the energy sector 
represents. President Zedillo's team has chosen to follow a stepwise process. 
Top authorities decided to initiate the process by liberalizing the electricity 
sector first. and then use such training to design and improve the strategy for a 
larger and much more compticated liberalization of the oil sector" (Ministry of 
Energy participant. Interview B). 

The initiative to privatize the electric sector in Mexico was proposed in February 

1999 (Ministry of Energ, 1999~). Not surprisingly. such a proposal faced enormous 



opposition from those opposed to Neo-liberal reform, as well as most stakeholders that 

have traditionally benefited from the status quo in energy operations since 1938. These 

groups lobbied the Mexican Congress to stop the initiative until the Executive branch 

could put forth a better proposal. As a result, for many, the electricity reform initiative 

has been labelled as a failure. Analysts contend that the main reason for this failure is that 

it was arguably based on an economic rationale. leaving political justification to a 

secondary level (Rodriguez-Padilla. 1999). The initiative sent to Congress consists 

primarily of statements of tinancial viability and economic opportunity. The initiative 

seems to miss (or purposively diminish) the heavy political component integral to such 

reform. Economic and tinancial reasoning. by themselves. have failed to gain 

Congressional support ( C m  Serrano. 1999). 

It has been argued that any initiative to reform a sector with such strong historical 

symbolism, like the Mexican energy sector, should first and foremost be based upon 

political grounds (Cruz Serrano. 1999; Rodriguez-PadiIla, 1999). If there is anything to 

learn from the electric reform experience. it is that any reform attempts should include 

political and social as well as economic considerations. Economic argumentation is 

important. however in this case it assumes a secondary role in Mexico, second to political 

and social considerations. The objective of this research is to contribute to such political 

debate with an analysis of the political elements that weigh heavily on the reform of the 

petroleum industry. A clear understanding of the most important interest p u p s  

associated with PEMEX's activities, assists public policy-making in the design of a 

reform project with better chances for success. 
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' h e  case of PEMEX's liberalization is seIected for its historical, economic, political 

and social relevance. PEMEX's libedization represents a cornerstone in the history of 

modem Mexico. Any successhI liberalization represents a total commitment to a new 

development paradigm. On the other hand, any unsuccessfbl liberalization attempt wodd 

mean the return to the original development process established as part of the 

Revolutionary Regime. In any case. an investigation of this initiative is a wonderful 

opportunity for opening the debate on participatory policy-making in the true spirit of 

democracy. To conclude. this study offers an initial discussion of what might turn into be 

the most important political reform in Mexico. 

Structure of the Dissertation 

This dissertation is structured according to rbe research methodology appropriate 

for Critical Theory-based analysis advanced by Comstock (1982). This methodoIogy 

requires. in its tint stage. the identification of a social arrangement characterized by 

power asymmetries where social progress and development is obstructed by material and 

ideological domination. This first chapter describes the case study selected: PEhEX's 

asymmetrical relation with other petroleum stakeholders and its use of the ideology of the 

Revolution to maintain the starus qzro. This chapter also poses the basic research 

questions and main intent of the study: to contribute an innovative public policy analysis 

to the study of the reform of the Mexican petroleum industry. 

The second, third and fourth chapters provide the theoretical and contextual 

building blocks for conducting critical ethnographic analysis called for by Cornstock's 



second stage; "to study the historical development of the social conditions and the current 

social structures and processes that restrict the participant's world, their meanings, values 

and ideas" (Johnson. 1999:;). These three chapters attempt to develop an in-depth 

understanding of the historical and present contexts that frame both stakeholder 

perspectives and understandings, as well as the nature of the asymmetrical power relation 

itself. 

Chapter Two offers a brief description of Critical Theory philosophy and research 

methodology to identify and understand the most important stakeholders involved in 

Mexico's petroleum industry. Critical to understanding the context for reform of the 

peuoleum sector in Mexico is also the need to define the unique aspects of the Mexican 

cuiture. 

Chapter Three offers a concise review of the past and present contexts framing the 

Revolutionary and Neo-liberal political paradigms in Mexico. This chapter focuses on a 

review of the historical context exposing key values inherited from Mexico's pre- 

Columbian history and extending to modem times. It also includes a concise review of 

the evolution of its most important ideological components such as nationalism. 

sovereignty, centralism. federalism, etc.; as well as relevant events that framed modern 

Mexican culture. including the War of Independence (1 8 1 O), the Mexican Revolution 

(191 1) and the Petroleum Industry Nationalization (1938). 

Also included in Chapter Three is a discussion of the present context surrounding 

the Neo-liberal reform of the Mexican State, concluding with a brief discussion of 

Mexico's current problems and its need to develop a new development paradigm. The 



goal of this third chapter is to provide a clearer understanding of the main events and 

ideas of Mexican history that have influenced the energy sector, because these ideas and 

events sustain the values. customs and myths underlying the political paradigms 

competing for domination in present Mexico. Both rival paradigms, and the interest 

groups behind them. make constant reference to these ideas in an attempt to legitimize 

their agendas. 

Chapter Four. is an extension of Chapter Three's historical review. with a focus on 

the overall description of Mexico's energy sector and its dominant stakeholders. 

Comprehending these ideas is a firs step toward a better understanding of these interest 

groups and their political interests. This chapter indudes an historical review of the 

Mexican petroleum industry and a description of current PEMEX operations. A concise 

depiction of PEMEX's current problems and its role in the nation's modernization is also 

included. The chapter concludes with a discussion of the challenges PEMEX faces in the 

future. The objective of chapters three and four is to set the stage for the critical analysis 

that is the focus of Chapter Five. 

Chapter Five contain a description of the research rnethodotogy selected for this 

project which involves an adaptation of Cornstock's four-step appmach (1982). It 

concludes with an analysis of the results of the study. Chapter Six provide a background 

to the stakeholders selected for this case study and briefly discussed their relationships 

vis-a-vis PEMEX. Then, it attempts an indepth understanding of their respective views 

including meanings. values, beIiefs and ideas to establish stakeholder role, expectations 

and mutual inter-subjectivity. The identification of what Habermas called 'cdtural 



givens' is developed through dialogic interactive interviews and supported through the 

analysis of official and public documents a s  secondary data sources. Each of the 

stakeholders' voices are heard in relationship to their own personal and institutional 

perspectives on the role of PEMEX in society, the way they interact with each other, and 

their expectations on the form that a reformed PEMEX should take. 

Overall, the analysis attempts to understand how the historical and present contexts 

modikied the stakeholders' perspectives about PEbIEX and about each other. It also tries 

to identify if the stakeholders' understandings of PEMEX operations and existence differ 

Liom the dominant ideology and fiom each other's perspectives. As well. the analysis 

makes an attempt to learn about their opinions on the role that PEMEX should play in 

modem Mexico and their expectations on the actual way that PEMEX's activities should 

be reformed. 

The last chapter discusses the results. draws conclusions and summarizes the 

reflections on what has been learned fiom the analysis section. This chapter conctudes 

with suggestions for future research. 

In conclusion. Critical Theory research endeavours differ fiom positivist and 

interpretativist projects in several ways, ranging fiorn its philosophical basis as well as it 

end goal orientation. Matts Alvesson, President and Founder of the Critical Management 

Studies chapter of the Academy of Management, argued that critical analysis requires 

greater personal commitment than other approaches because it requires si@cant 

personal motivation, drive and patience (Alvesson and Willmott, 1992a). Therefore, 

critical analyses are difficult projects to embark on and as well as being difficult to find 
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Despite several of these (and other) difficulties faced during the development of this 

study. it is the result of a very enthusiastic persona1 project oriented towards not only 

fulfilling its major goal (i.e. dissertation completion) but also to achieve a greater personal 

knowledge and contribute. even if only slightly, to the solution of a real challenge facing 

Mexico. 



CHAPTER TWO: 

THEORETICAL FRAMEWORK: CRITICAL THEORY 

"One of the strengths of the critical approach is its commitment to 

asking the 'right questions'. rather than the search for the 'right answers"'. 

( Antonacopoulou 1999) 

Introduction 

Critical Theory (CT) has been defined as an "empirical philosophy of social 

institutions" (Steffy and Grimes. 1986:3); a "critical constructive alternative to traditional 

research" (Box, 19952); an "empirically based. practically interpretative and ethically 

illuminating account of social and political life" (Forester. 19832); and an "empirical 

philosophy of history with a practical smancipatory inteni' (McCarthy. 1981:l). These 

definitions seem vague and non-specific because it is very difficult to hime CT within the 

boundaries of a conventional definition. Instead, Critical Theory should be broadly 

defined as a rich embroidery of theoretical contributions that offer an innovative approach 

to social analysis. 

Critical Theory is a radicai, post-Marxist philosophy that summarises a collection of 

perspectives on social reality including the contributions of the Frankht  School, Labour 



Process Theory, Post-structuralism, De-constructionism, Feminism, Cultural Studies and 

Environmentalism. among others. More specifically. Critical Theory is a theory of 

society, a philosophy of science and a research methodology that provides a rationale for 

understanding social change. It is considered to be a 'theory' because it includes a 

number of propositions tiom different perspectives about the way society functions. It is 

called 'critical' because it employs the human capacity to criticize and utilizes the 'power 

of critique' as its basic tools for evaluating and modifying social relations. 

Critical Theory attempts to provide n voice that represents society as a rational and 

unproblematic arrangement of individuals to those groups or individuals in society that 

are not commonly featured in theoretical approaches to social theories. Instead. CT 

attempts to put an end to repressing or marginalizing relationships and to question 

commonly accepted social practices and beliefs to reveal hidden agendas and social 

inequalities. By exposing vdue-laden assumptions. the critical approach seeks to 

promote emancipation From existing 'idealized realities.' such as the excessive use of 

power and control. gender inequalities. sexism and other social sacrifices made in the 

name of efficiency. effectiveness. sovereignty. nationalism. etc (Foucault, 1977; 

Habermas. 1978; and Pad, 1990). 

CT must be understood first and foremost as the work of a group of philosophers, 

sociologists, political scientists, and psychoanalysts which had its beginning in the 1920's 

in Germany, and 

"p]eveloped a criticd perspective on the debate of d l  social practices, 
particuiarly preoccupied with the critique of the use of systematically distorted 



accounts of reality which attempt to conceal and legitimate asymmetrical power 
relations" (Bottomore. 19839). 

In its most elementary form, CT maintains that instrumental reasoning has deceived 

modem society. The reign of technology and science have forced society to ignore ethical 

questions. such as social justice and equality. Society has thus developed a pathological 

arrangement characterized by asymmetrical power relations and an overall loss of 

Freedom on the part of the general population. Its consequence is what Habermas (1975) 

called a 'Legitimacy Crisis;' that is. a situation in which the social institutions responsible 

for defining and reproducing culture have antagonized an ideal understanding of social 

progress where all social groups have an equal right to develop. Instead. some sectors of 

society have conceived and carried out their development at the expense of others. 

According to CT. this crisis has developed through the misuse of ideology, technology 

and communications. 

Critical Theory adherents believe social problems are a consequence of a social 

arrangement in which groups in society are constrained by social structures and processes 

benefiting a particular elite. Without developing awareness. such constraints are 

maintained by the 'oppressed' through their acceptance of technological, ideological and 

communication principles shared by the greater community. Shared principles legitimize 

and conceal the asymmetrical power relations contained in the existing social arrangement 

(Murray and Ozanne, 1991). It is concerned with the way social interests, conflicts and 

contradictions are expressed in ideas and beliefs, and how the systems of domination are 

maintained. 



Critical Theory offers a model of social change that encourages awareness of social 

contlicts. and promotes dialogue-based solutions (Alvesson and Willmott, 1992b).' 

Critical Theory is a framework oriented to: 

a) Identify and understand 'unfair' power domination relations (Barry, 1987; 

Davis, 1995); 

b) 'Enlighten' the oppressed by allowing for stakeholder's comprehension of the 

factors leading to unequal power relations through self-reflection and self- 

transformation (Besser. 1992: Cohen. 1996): 

C )  Battle the forces that are maintaining the srarzcs quo by promoting (violent or 

non-violent) social change (Anderson. 1989: Box. 1995); and 

d) Pursue the establishment of a more just and fair democratic arrangement 

(Behabib, 1995). 

By *enlightenment' and -emancipation' Critical Theory refers to the transition 

society experiences from an initial social arrangement characterized by domination and 

unequal power relations. to a final state with a --just, rational. humane. and reconciled 

society" (Jensen, 1997). Critical Theory advocates provide citizens with the information 

they have been isolated from, so they can take action and free themselves h m  elite 

domination. 

For CT, emancipation is the elimination of impediments to human freedom. It is "the 
process through which individuals and groups become freed fiom repressive social and 
ideological conditions, in particular from those which place socially unnecessary 
restrictions upon the development and articulation of human consciousness" (AIvesson 
and Willmott 1992b:432). 



Through an examination of this social arrangement, the hope is to develop a greater 

awareness of social reality and the roots of domination, consequently undermining 

previously unchallenged ideological and technological beliefs and promoting changes in 

consciousness and selfdetermination. 

As Alvesson and Willmott (19926) have advanced, CriticaI Theory upholds the 

possibility of having autonomous individuais capable of making their own choices and 

mastering their own destinies. Critical Theory challenges the use of instrumental 

rationality as a source of social domination by revealing that any form of 'False 

Consciousness' is unacceptable since it is most commonly acquired through coercion. It 

becomes an -intellectual counter-force' to the systems of domination ernptoyed in 

modern, advanced industrial societies by exploring taken-for-_eranted assumptions and 

ideologies focused on maintaining the starus quo. As Geuss obsewed 

"[T]he positive task of the Critical Theory is to 'save the utopian content' of the 
cultural tradition. i.e.. to -separate the underlying genuine human wants, values, 
needs and aspirations fiom their ideological mode of expression; only then can 
agents hope to attain correct perception of their wants and needs. and form 
correct views about their real interests" (1 981 :88). 

Critical Theory's argument seems simple. but it has significant importance for 

social science since it provides a different lens for social research and analysis. Critical 

Theory examines socid interplay, paying particular attention to the relationship between 

structures and understandings. It develops a combination of object-subject ontology and 

epistemology. It consists of making sense of daily life (subjective) where sense depends 

on context and setting (objective). For critical theorists this is an important advantage 



that CT offers over traditional empirical objectivistic science. As Alvesson and Willmott 

explained. 

"[CT] proceeds fiom a non-objectivistic understanding of ontology and 
epistemology ... resisting technicistic and objectivistic views; drawing attention 
to asymmetrical power relations and discursive cIosures associated with taken- 
for-granted assumptions and ideologies; exploring the partiality of shared and 
conflicting interests; and paying careful attention to the centrality of language 
and communication" (1997,b:433). 

CT contains some basic assumptions about society and social research, which give 

its critical orientation. These assumptions are m a r i s e d  in Table 2.1. 

Table 2.1 
Critical Theory Basic Assumptions 

I  bout Society 
1 About Social Research 
? I 
I 

- - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - r - - - ' - - - - - - - * - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - -  

1. Power is the basis of society. I. Traditional research idea of internal and external 
7. All thought is mediated by power j validity is replaced by critical trustworthiness. 

reiations that are socially and ; 2. Research questions focus on uncovering, provide 
historically constituted. : a space for introspection. and seek out multiple 

3 .  Certain groups are privileged over realities. 
others. : 3 ,  The relationship between 'concept and object' is 

1. Oppression is reproduced when : never fixed and stable. but mediated by society. 
subordinates accept their status or : 4. There is no such thing as neutrality. Truth must 
situation as natural. necessary, be atways situated in discourse and implicated in 
and/or inevitable. : relations of power. 

1 - , 3. Empirical data is interrogated with the intent of 
: uncovering contradictions and negations in 
; objective descriptions. 
: 6. Include political action to redress injustices found 
: in society. 
: 7. Its purpose is on facilitating change through 
: emancipatory action. 

I I 

Adapted fiom Carter et. al. Critical theory and Qualitative Research. Penn State 
University. 1997. Http//wwwWWWed,psu.edu/dept/ci/cs5971defa~ (August 25, 1997). 



Critical Theory's approach possesses three basic characteristics. First, it is a 

h d a m e n a l  critique of traditional positivism/empiricism. the use of ideology and 

technology as sources of domination, and society's power imbalances." This critique pays 

particular attention to the centrality of language and communication. CT maintains that 

positivismlempiricism. ideology. technoIogy and communication maintain the status quo 

and social order. Second. it encourages the questioning of taken-for-granted assumptions 

about contemporary social reality. and the modeis of human need satisfaction. Finally, it 

sets up a scientific approach capable of justieing and inducing change and development 

of different forms of social arrangements. whether organisations. institutions. or societies 

as a whole (AIvesson and Willmott. 19921). 

There are two M e r  characteristics that differentiate Critical Theory from 

traditional positivismiempiricism: its emphasis on totality, the consideration of 'the larger 

picture of things'. and its 'praxis' orientation. Critical Theory stresses totaIity because it 

"encompasses everything that has happened before" (Murray and Ozanne, t 991) and 

recommends that every stakeholder be taken into consideration for analysis. Social 

actions need to be understood in the context of the totality: history plus individual and 

groups' ideas on the way history have been perceived. Critical Theory is praxis oriented 

because it is not just satistied with enlightening and encouraging intellectual change; 

- 

' Positivism/empiricism refers to those approaches, which try to appIy naturaI science 
methods to social phenomena "A Positivist is a person who holds: a) that an empiricist 
account of natural science is adequate, and b) &at dI cognition must have essentially the 
same cognitive structure as natural science" (Geuss 1981 : 2). 



rather it demands that change actually occur as a consequence of this awareness. This 

explains why CT has been defined as a 'theory with practical intent' (Leonard, 1990). 

Critical Theory is not satisfied with simpIy demonstrating that society is 111 of 

unjust power asymmetries; rather. it assumes the role of a change catalyst by justifiing 

and initiating actual change. Critical Theory's commitment to praxis, particularly its 

intrinsic link between social theory and politicd practice, is the distinctive feature that 

puts CT within a new research realm. 

The objective of the foIlowing section is to review Critical Theory's evolution. 

position it within Western philosophical tradition. summarise the most important 

components of Habermas' theories of Communicative Action and 'Public Sphere'. and 

review the use of the CT approach on the public policy analysis literature. 

f hilosophical Origins 

Critical Theory's philosophicd roots are diverse and somewhat complex. They can 

be traced back to ancient Greece (Plato and hstotfe), through the enlightenment 

(Hobbes. Locke. Kant and Hegel). and into nineteenth century's German thought ( M a  

and Weber). 

Critical Theory was founded by German philosophers in the 1920's (most 

importantly by Horkheimer and Adorno); developed by Herbert Marcuse between 1940 

and 2969; and modified by Habemas between 1970 and 1985. Despite the changes 

adopted by the most recent version of CT, it conserves the core principles developed since 

its foundations. 



This section provides a brief summary of its roots and the contributions its authors 

made towards the development of Habermas' Critical Theory of Society. Given its 

relevance f i r  public policy analysis. this chapter wiil review his work with particular 

emphasis on his Theory of Communicative Action. A chronological-systems approach, 

summarising the evolution of Critical Theory's core principles through time, facilitates an 

understanding of this approach. 

Critical Theory has evolved continuously over the last seven decades. However, it 

should be noted that this evolution has not been entirely linear. Its most significant 

contributors have explored different sets of ideas, resulting in different directions and 

areas ofanalysis. Overall, the development of the CriticaI Theory tradition can be divided 

into two branches. The first one is composed of the writings of members of the Institute 

for Social Research established as part of Germany's 'Frankfurt School' (1923). Some of 

the most important contributors to the FrankfUrt School are Horkheimer. Adorno, 

Marcuse. Neuman, Lowenthal, and F r o m  among ~ t h e r s . ~  Their contribution is 

described by McCarthy as a 

"unity (which) derives From a vision of mankind, our history and our 
perspectives, that is rooted in the tradition of the German  though^ ... a vision that 
draws its power as much From the moral-political intention that animates it as 
from the systematic form in which it is miculated" (McCarthy. 198 1:ix). 

Although several writers have been associated with the second bmch  of Critical 

Theory, without a doubt the single most important contributor to modern CT is the 

' For a review of the work conducted by the Frankfurt School's members see Jay (1973), 
Geuss (1 98 I), Bottomore (1984), or Wiggerhaus (1994). 



German philosopher Jiirgen Habermas. Habermas reconsidered the work done by the 

Frankt'urt School. particularly that of Horkheime13 and ~dorno', adopted some theoretical 

tiameworks developed by Marcuse in the 1960's and transformed them into a formal 

theory of society. 

Although political theorists. economists. psychologists, socio1ogists and even 

literary critics have studied CT, their work has nonetheless converged into a set of core 

principles. These writers have developed. discussed and refined its hdarnental concepts, 

such as reason. knowledge. control. domination. enlightenment. legitimacy. theory, 

pmuis. and emancipation. among others. In their simplest form. these core principles 

were inherited from Greek and German philosophy. 

The Heritage of Creek and German Philosophy 

Critical Theory's roots have been traced back to Plato (428-348 BC) who organized 

the first school for criticism, It represented a literary vehicle to express thoughts. values 

and sentiments about life in reference to welldefined criteria of comparison (Khun, 

1972). It was precisely one of Plato's disciples. ks tot le  (383-322 BC), who coined the 

concept of kritikos: the ability to discern or judge accordingly (Pope. 1971). At present, 

the term criticism makes reference to the actions of evaluating, censuring, condemning, 

denouncing or reprehending. Unlike Plato's aim for the establishment of objective 

For a review of Horkheirner's work see Held (1980). 
' For a review of Adorno's work see Jay (1 990) and Pensky (1 997). 



judgements, today criticism carries a negative connotation. Critical Theory attempts to 

surpass such negative sense and develop a much richer approach to criticism. 

One of the core princip!es of Critical Theory is its rejection ofthe empiricist attempt 

to develop a social science emulating natural science, which origins can be traced back to 

the writings of Aristotle. Aristotle claimed that politics couldn't become a rigorous 

science (episteme) because it deals with contingent and complex social variables 

(McCarthy. 1981). A second principle mceable to Aristotle is the recognition of the 

existing relationship between -theorym and 'practice'. The Greek philosopher suggested 

the superiority of che later when arguing that prccxis. the sphere of human action, was 

responsible for developing and maintaining a good and just life among the citizens of the 

polis. kstotle dso suggested the superiority of reason over knowledge. and believed 

"the highest. divine-like activity open to man was that of his highest part, the rational 

soul" (McCarthy, 198 1 :2), However. he also recognised that pure attention to the rational 

soul was practicalIy unattainable for most of the population. since other more basic needs 

required primordial satisfaction. An efficient and functional social arrangement could 

facilitate the satisfaction of these basic needs; consequently. Aristotle suggested that the 

flourishing of a society capable of nurturing its rational soul depended on the adequate 

and efficient hctioning of the polis (McCarthy. 198 1): 

After Aristotle, the next stage in the development of Critical Theory's philosophical 

roots appeared with the discovery of the experimental method. Francis Bacon (1561- 

1626) and Thomas Hobbes (1588-1679) attempted to link theory and practice on a 



different basis than Aristotle. According to Ingram (1987)' Bacon broke with the reign of 

the schotastic doctrine of natural law and introduced the use of 'experience' as a path 

toward the discovery of the laws of society.' Hobbes developed Bacon's philosophy 

adding that scientific study of moral and political philosophy could contribute to social 

development (Wonnand, 1993). He maintained that the scientific analysis of politics was 

the basis for a theory of society capable of expiaining social behaviour. 

Despite Hobbes' contribution. the departing point of the empiricist paradigm is John 

Locke's TabtiCcr Rosa dogma, which coilaborated in the founding of m e n  of empiricism 

and 'modern science."" Locke (1632-1704) argued it is humankind's responsibility to fill 

human knowledge by making the most of our understanding of nature and society. 

However. this could only be achieved through empirical study. Under the newly 

established principles of the scientific paradigm. a reliable science of society was 

achievable and desirable on the same grounds as was the foundation of a science of 

nature. 

This relationship between theory and practice became a usehl toot for the 

Enlightenment's battle against dogmatism. Instead of the use of vdue judgements to 

differentiate between truth and falsity, the positivistlempiricist study of social phenomena 

required the application of 'unbiased7 normative principles. 

8 For a review of Aristotle's work see Barnes (1995). 
9 For a review of Bacon's work see Wormand (1 993). 
'O John Locke's Essay Concerning Human Understanding (first pubtished in 1690) 
launched the principle that humankind posses no 'innate7 ideas thus a11 knowledge 
proceeds h m  experience. 



The new paradigrn allowed for the identification of inconsistencies between 'values' 

and 'facts.' The previous hegemony of dogmatism. ignorance, superstition and 

ideologicai tyranny could be repiaced through the progress of empirical objective 

knowledge. Science. and consequently reason and knowledge, became synonymous with 

liberation for the Enlightenment. 

The ideas of some eighteenth century German philosophers becarne relevant 

elernents of Critical Theory. particularly Kant (1 724-1804) and Hegel (1770-1 83 1). Kant 

departed from the science-morality tension and tried to reconcile both perspectives within 

a deeper. more complete and more comprehensive philosophical system that could 

provide a foundation for knowledge drrived fiom nature and morality. Probably Kant's 

most important contributions CO CT were his critical philosophy based on the 

understanding of theoretical reason: his articulation of a revolutionary morality; and his 

differentiation between the subject (the -knower') and the object (the 'known') of 

knowledge. With respect to the first. he argued that hurnanity could ody  leam h m  

making sense of its past experiences. Ovedl, he recognised reason's central d e  in 

hurnankind's progress. Kant also laid the basis for the 'objectifying' cnticism of 

empiricism/positivism, which was to be subsequently consmicted by Hegel, Marx and the 

Frankfurt School. 

in Critique of Pure Reason. Kant offered an innovative sense to the term critique by 

linking it to reason. He suggested critique must rely on a kind of reason that reflects on 

itself through neutrai, universaIly vaiid claims to 'right.' Secondly, he postdated îhe idea 

that humankind advances into a higher road through a critical path towards 'tnrth.' Using 



the same figure of speech, reason is the means of transportation to such a path. Important 

to the development of Critical Theory was Kant's definition of the term 'Enlightenment,' 

which he defined as a man's release from his own self-inflicted immaturity (Audi. 1995). 

Kant employed the term immaturity in the sense of a man's inability to make use of his 

intelligence without direction from another. Kant argued that freedom is linked to 

humankind's awareness of its inalienable human rights; therefore, emancipation through 

reason becomes the driving forces for equal human progress. 

This connection between enlightenment. reason and emancipation would form the 

core conceptual relationships of Critical Theory and would influence Habermas' critical 

fmework. This connection between enlightenment, reason and emancipation would 

form the core conceptual relationships of Critical Theory and would influence Habermas' 

critical h e w o r k .  

Kant wrote three influential texts that advanced several arguments connecting his 

concept of reason to human progress. He defined reason, set its limits, and recognised its 

practical utility by encouraging the use of rationality as the only way of achieving 

fieedom. Critical Theory inherited several of its key principles From Kant's philosophy 

including the conviction for human dignity. philosophy's role in society, the supremacy 

of action over contemplation of practical reason over theoretical reason, of freedom over 

the domination of natural laws and the idea of a critical search for social truth. Kant's 

ideas were also based on Rousseau's thinking; especialiy his priority of praxis over 

theory. of morality over intellectuality, and the overall superiority of philosophy over 

science. As well, through Kant, Critical Theory inherited Rousseau's moral principles on 



inalienable human rights and social equality (Strauss and Corpsey, 1993). Habermas 

would later adopt these concepts as the 'project of modernity': that is. to entighten and 

liberate humankind through the use of public Freedom (Roderick, 1986). 

G. W. Hegel (1 770- I83 1) is atso a key figure in the development of Critical Theory. 

He shared some of Kant's views on politics when he suggests a philosophical Framework 

for the study of human history and progress. Kant maintained that the role of history was 

to indicate the way into progress by resolving the tension between morality and science. 

Since progress is linked to reason. then the role of history's philosophy is to interpret the 

past. support moral action, and provide hope for the future (Strauss and Corpsey, 1993). 

Hegel agreed that reason and history are inseparable: however he argued that their 

relationship was somewhat different from Kant's view. As Ingram (1987) explained the 

view of Hegel. an individual's liberation from dogmatism and 'one's own parochial 

understanding' requires the implementation of an interpretative dialogue between oneself 

and others: and between the historical context and the current reality 

Hegel substituted analytic thought with dialectical reasoning. For him progress did 

not directly follow from the scientific advancement of natural and social laws, but From 

the rational dialogue of the different interests contained within the course of history. 

Using a descriptive and simple analogy, he saw dialectical reasoning as the driver 

conducting a reason-helIed vehicie running along the road of historic evolution, Hegel 

believed that history is fundamentally a rational phenomenon (Strauss and Corpsey, 

1993). 



Kant and Hegel also shared ideas on the role that un-coerced rational interaction 

plays upon human progress. They believed that society could enjoy a system of fair and 

just laws and policy making through citizens' rational participation in all political 

processes (an idea later developed by Habermas into his concept of the 'Public Sphere') 

(bfcCullouph. 1989). Hegel advanced the idea that the State was responsible for making 

the world rational by promoting and protecting the populations' constitutional rights 

(Roderick. 1986). Thus. for Hegei the ultimate goal of individual rationality was that of 

political participation. both within the State's structure and with the process of the 

creation of laws. 

Through public participation the individual abandons the 'subjective spirit' (their 

private and personal interests). leading to a point where social forces reach equilibrium. 

He maintained that this free interaction of individual interests occurs within the 

mechanics of what he called 'dialectical historicism' (Day. 199 1 ). He understood history 

as 'progress in the consciousness of freedom': that is. since social structures and forms of 

organisation are determined by the individual consciousness of liberty, then being ' h e '  is 

based upon the -un-coerced' states of individual and group consciousnesses (Bottomore. 

1983). Hegei assumed that the dialecticd struggle leads to greater social consciousness 

and therefore more tieedom and _patter approximation towards the 'truth.' 

Hegel's contribution to Critical Theory can be summarised into two key concepts. 

First, he advances a vision of emancipatory reasoning operating within a system of 

po1iticaI reIations. Rational participation supports a system of taws articuIating a path 

towards a good life. For Hegel, the State's domination tendencies get neutraIized through 



the population's rational participation in politics, leading consequently to a state of social 

progress. Hegel's second contribution comes From his construction of a rational history 

characterized by a continuous dialectical process. He merges these two ideas as a 

transcendental dimension and an historical dimension. Habermas adopted these elements 

of the Hegelian strategy, but followed Weber's rejection of Hegel's merger of logic and 

history "in a total and Final system comprehended by a unified, absolute and universal 

substantial reason" (Roderick. 1986: 14). 

Hegel attempted a dialectical synthesis of social tieedom and respect. science and 

mordity, and of the forces For change with the need for political order. The fieid where 

this dialectical process occurs is history. While Kant's contribution represents Critical 

Theory's transcendental dimension. Hegel's contribution represents its historical 

dimension. 

Ma. Weber ( 1864- 1920) on the other hand. broke from Kant's regime of reason and 

From Hegel's state of bureaucratic virtuosity. He argued that instrumental rationality 

dominates politics. thus the ideal system of rational laws as Hegel advocated is actually 

impossible to achieve (Fry. 1989). For Weber. the worid is an 'iron cage' where reason 

has been used to improve material productivity at the cost of abandoning moral progress 

either in the form of Kant's rational search for truth or Hegel's ideal moral-legal system. 

Weber's contniution was to develop an inmumental undemanding of reason oriented 

toward the achievement of material goals, as opposed to Kant's search for truth. Under an 

instrumend mirror, laws become the tools to develop an efficient socia1 organisation; 

individuals became objectified by ktmmental reason setting the grounds for a modern 



capitalist society." This connection between the concepts of reason and power 

legitimacy, and the role this relationship plays in maintaining social domination. became 

core principles adopted by Critical Theory. 

Karl M m  (1 8 18- 1883) represents the most relevant philosophical root for Critical 

Theory. Marx agreed with the Hegelian dialectic as a universal law of natural, historical 

and rational progress; however, he believed that the rational, individual interests shaping 

the dialectic process were dominated by conflicts between social classes (Strams and 

Corpsey. 1993). M m  believed that the aim of a social theory should be to "enlighten 

people about their true interests. so that they can plan their historical destinies in a rational 

manner:" he "envisaged the attainment of a superior consciousness of human sociality" 

(Ingram. 1987:4). 

Like Weber. M m  reacted against instrumental reasoning. He accused it of being 

irrational. regardless of its potential for leading into material progress or social 

legitirnization. For him. instrumental reason was actually a technical rationale that led to 

alienated relations of production through an irrational class domination system. 

According to Ingram. Marx believed that ideology had been a tool used by instrumental 

reason to 'legitimize' existing class domination arrangements. As well, ideology has been 

used to make us believe that unequal power reiations within society are natural and 

unavoidable. Thus, it represented the main obstacle to the development of a superior 

class-consciousness (Ingram, 1 987).12 

' I  For a review of Weber's work see Fry (1989) and Turner (1992). 
" For a review of Marx's work see Carver (199 1) and Kedouri (1995)- 



M a ' s  'dialectic materialism' attempted to explain the outcome of history on the 

basis of a theory of the vaiue of labour. For M m  humankind evolved around the 

conscious production of goods. instead of the development of an utopian practical reason 

posited as an ideal political arrangement. He argued that the social sciences should not be 

focused on the search for a desired human end, nor on a reconstruction of an ideal natural 

individual. but should concentrate on the understanding of a realistic empirical man. 

Accordingly. individuals dedicate additional resources to satisfy their basic survival 

needs. relegating their search for truth and virtuosity to as a secondary position. Mm's  

end goal was not the search tbr moral development (Hegel) nor the attainment of truth 

(Kant). but rather to establish stable and fiir relations among the means of production 

(Roderick. 1986). M m  saw instrumental rationality as the domination of labour by land 

and capital. Habermas explained that for M a  "fettered forces of production stabilized 

alienated relations of production" (Habermas, 1984: 144). Ingram explains Marx 

contribution by arguing that 

"[B]y exposing the lie of equal exchange in the production of profit and by 
showing that accumulation of capital was ultimately contingent on the labour of 
dispossessed producers. Das Kupital shattered bourgeois illusions of equality, 
freedom. and justice. as welt as the fetishist reification of society" (Ingram, 
1987:6). 

The philosophical principles of critical thought inherited from Hegel and Kant are 

included. although modified. in Marx's work. However, in applying CT to the field of 

public administration and particularly to public policy anaIysis, Weber's contriiution 

achieves a role as important as that of Marx. Weber breaks with Hegel's and Kant's 
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utopian search for higher ends via an 'ideal' bureaucracy. Instead, Weber points out both 

societies' need to satisfy material needs as well as the imperfection of self-serving 

bureaucracies. As Forester (1985) suggested. the use of critical approaches to the study of 

public issues requires consideration of both Weber's commitment to meaningful social 

action. as well as traditional Marxists' concerns with power. ideological contradictions, 

and crisis phenomena. 

The Frankfurt School 

Critical Theory was formally deveioped by the members of the Institute for Social 

Research founded in 1923 by Germany's Ministry of Education as an affiliate of the 

University of Frankfurt. The Frankfurt School fed a movement known as Western 

Marxism with two objectives. First. it advanced Hegelian re-interpretations of Marxism 

to explain the current development of capitalist societies. Secondly, it attempted a re- 

appraisal of Marxist theory vis-a-vis the development of what they viewed as deviations 

From bfm's original ideas. that gave rise to Fascism, the Stalinisation of Russia and the 

general failure of revolutionary movements in advanced capitalist societies. - 
From 1920's to the 1970's. the Frankfurt School was an influential group of 

individuals with very diverse philosophies and interests. It was a p u p  composed of 

philosophers. psychologists, political scientists. anthropoIogists, educators and others, 

whose aim was to, 

"[Clriticise economism, materialism and mass media, hoping to undermine them 
by focusing on their ideoIogicaI cornponen ts... [They emphasised] alienation, the 
domination of nature, the regressive components of progress, the mutability of 



human nature, and the stultifying effects of the culture industry and advanced 
industrial society" (Carter et. al.. 1997: 1 ). 

Bottomore (1984) distinguished four distinct periods over five decades of existence 

of the Frankfurt School. The first period could be characterized as an initial time of 

cohesive work amongst its members. Adorno (1 903- 1969) and Horkheimer (1 895- 1973) 

devefoped the foundations for the second period. The third period was dominated by 

Henry Marcuse's (1 898- 1979) search for social emancipation. Finally. the fourth period 

symbolized an apparent decline of Critical Theory. The first period between its 

foundation and 1933 is distinguished by a diversity of research interests without the 

domination of one author or perspective. X profound study and reinterpretation of Marx's 

work highlighted this period. It was not until the second period. which lasted up until the 

1950's. that Critical Theory's philosophical bases. particularly its neo-Hegelian 

approaches. were adopted. Although during this period most of its members were exiled 

to the United States to escape the German persecution of Jews. the new director. Ma?< 

Horkheimer continued to promote ciose communication and co-opention amongst its 

members. During this stage. Critical Theory adopted a concrete basis for research. Under 

Horkheimer's direction CT adopted several of its basic theoretical interpretations focusing 

on philosophy rather than history or economics as M m  had done (Bottomore. 1984). 

Although the FrankfUrt Schooi was made up of a large number of intellectuals, 

during its second period the major contributions to the development of Critical Theory are 

found in the works of Adorno and Horkheimer. A particularly relevant set of ideas is 

contained in The Dialectic of Ediphtenrnent (1941). This text focuses on the analysis of 



the concepts of enlightenment and reason. In it. they argued that the enlightenment had 

ended in totalitarianism. and instead of liberating mankind From medieval tyranny, the 

search for human enlightenment actuaIIy imposed a mythology that was effective in 

maintaining the rule of instrumental rationality, bureaucracy, objectifying science, 

positivism. and technical expertise at the cost of emancipation. 

Adorno and Horkheimer constructed a cultural criticism by formulating the idea of 

the 'self-destruction of the enIightenment' through the utilitarian use of a 'false clarity' 

(1941). This false clarity (or False Consciousness) is developed and supported by the 

utilitarian and objectibing scientific philosophy of positivisrnlempiricism. Consequently, 

the period that searched for human eniightenment resulted in a system of power. 

domination and alienation based upon one form of reason: positivism/empiricism. 

However. the traditional critique of positivism evolved into an assessment of 'scientific 

and technological rationality', which became a new form of domination. characteristic of 

the late capitalist societies and advanced industria1 societies of the twentieth century." 

Horkheimer led the Frankfurt School's critique of the traditional scientific 

paradigm. He was concerned with the use of positivism/empiricism in social sciences in 

an attempt to follow the lead of nand  sciences (Bottomore, 1984). As an alternative to 

the use of traditional sciences, he proposed to adopt a CT based on a "dialectical theory, 

in which individual facts always appear in a definitive connection which seeks to reflect 

reality in its totality" (Bottomore, 1984:16). Accordingly, Critical Theory, 

l3 For CT, domination is the distorted, coercive, or manipdative elements of theory and 
practice that undermine fixedom, autonomy, and self-determination (Sylvester, 1995). 



"[Rlejects the procedure of determining objective facts with the aid of 
conceptual systems, b m  a purely external standpoint, and claims that as the 
facts emerge from the society. they are not extrinsic to the same degree as they 
are for the savant ... Critical thinking is motivated today by the effort to 
transcend the tension and to zbolish the opposition between the individual's 
purposefulness, spontaneity, and rationality, and those work-process 
relationships on which society is built" (Bottomore, 1984: 16). 

It was Horkheimer who gave Critical Theory its label 'critical'. In Traditional and 

Critical Theory (1937), he attacked positivism as a deterministic and objectifying threat to 

humanity: a philosophy of science limited by experiential dogmatism that ignores the 

dit'ference between 'essence and appearance'; and a flawed approach because it 

mistakenly separates facts and values. consequently disconnecting theory (knowledge) 

from pravis (human interests). In opposition to the natural science. this Critical Theory 

would reject the use of conceptual systems based on external observation, because "the 

facts. as they emerged fiom the work of society. are not extrinsic as they are in natureture' 

(Bottomore. 1984). 

A central contribution of Horkheimer and Adorno was their criticism of positivism 

and instrumental reasoning as a source of support for the social sratus quo. Beyond 

establishing the epistemological connection between facts and values. they further argued 

that the aim of a truthfd theory of society would be the ultimate transformation of society 

through human emancipation (Wiggershaus, 1994). 

For Adorno. societies have become complex organisations with institutional 

mechanisms for reaching decisions about collective action. Therefore, social groups share 

a particular set of beliefs among their members. including beliefs about society's 



structure, institutions, and state relations. Social agents follow community beliefs about 

their society, since tfus is the way in which society reflects upon itself. Members of 

society usualIy accept decisions. even contrary to their preferences, by accepting the 

legitimacy and authority of shared beliefs. Individuals assume decisions are the result of 

institutional procedures previously legitimized as part ofa world-picture. Ideology is thus 

is a major force holding certain beliefs. and sustaining the domination of those benefiting 

from power inequalities. supported by a self-imposed reality (Geuss 1981). In the context 

of CriticaI Theory, "ideology is what prevents the agents in society fiom correctly 

perceiving their true situation and real interests; if they are to fiee themselves fiom social 

repression, the agents must rid themselves of ideology illusions" (Geuss. 1981 3). 

The third period in the evolution of the FrankfUrt School lasted from the early 

1950's to the early 1970's. when the Institute exerted its "matest influence on German 

social thought and on the radical student movements in the Western World. During this 

period Marcuse became the most influential member of the Institute and agreed upon the 

need for a dialectical social theory, which moved beyond positivist social science and 

focused on the need to achieve emancipation. 

Marcuse advanced his ideas on the relationship between power and technical 

rationality, maintaining that the attempted domination of science and technology over 

nature Ieads to a new form of social domination. "Society reproduced itself into a 

growing technical utilisation of men. .. [That is] the struggle for existence and the 

exploitation of man and nature became ever more scientific and rational" (Marcuse, 

1 964: 146). Weber substantially influenced Marcuse's thoughts. For hm, technical 



rationality was conceived as an out-of-control force shaping society. Consequently, he 

believed that humankind's progress has become trapped within the 'iron cage' of 

technological progress. Critical Theory's analysis, he argued. is based upon the 

'historical contingency' of everyday human inter-subjectivity (Forester, 1983). It 

incorporates traditional positivism~empiricism with interpretative methods to generate a 

richer kind of knowledge; knowledge oriented beyond scientific confirnation into 

producing enlightenment. emancipation and political action- 

CT is oriented toward generating knowledge that works as a praxis catalyst 

(Grimes. 1992). Marcuse argued that the dialectical process contained within history 

should be tielled in order to tight the srurzis qrro and pursue fimher social development. 

Marcuse centred his own philosophy on the pursuit of social change as the engine of 

social progress: as a result his ideas found resonance in the student movements of the 

1960's. 

The last period of the Franklin School began during the early 1970's when its 

relevmce began to decline. A wave of Marxist sociologists and post-modern authors 

developed different interpretations of 'post-industrial society'; accusing Critical Theory 

of being narrow and inadequate for the study of society. Nonetheiess, there are three 

important elements inherited from the F rank fh  School on Critical Theory: first, it 

contains an epistemological and methodological critique of the use of positivism in the 

social sciences. Second, it possesses an intolerant attitude toward the use of ideoIogy and 

technology for the creation and maintenance of forms of social domination. Third, it 
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expresses a preoccupation with the obstacles that different forms of social domination 

place in the face of human progress. 

The Theoretical Paradigm 

Criticd Theory's argument seems simple. but it has significant importance for 

social science since it provides a different paradigm for social change and development. 

CT is based on the idea that social problems are a consequence of a social arrangement in 

which groups in society are constrained by social structures and processes benefiting a 

particular elite. Without developing awareness. such constraints are maintained by the 

'oppressed' by accepting technological. ideological and communication principles shared 

by the community. Shared principles legitimize and conced. in consequence, the 

asymmetrical power relations contained in the social arrangement (Murray & Ozanne, 

1991). CT is concerned with the way social interests. conflicts and contradictions are 

expressed in ideas and beliefs. and how the systems of domination are maintained. 

Critical Theory advocates providing citizens with the information they have been 

isolated From. so they take action and Free themselves from ehte domination. The 

examination of this social arrangement hopes to develop awareness of social reality and 

the roots of domination. undermining in consequence previously uncMIenged ideoiogical 

and technologicaI beliefs and promoting changes in consciousness and selfdetermination. 

It then becomes clear why two of the most important concepts for CT are those of 



enlightenment and emancipation." 'To be more exact, CT has as its inherent aim to be 

the self-consciousness of a successhl process of enlightenment and emancipation" 

(Geuss, 198 1 : 59). Through emancipation and enlightenment. society experiences a 

transition from an initial arrangement characterized by domination and unequal power 

relations. to a final state with a 'just, rational. humane, and reconciled society' (lensen. 

1997). 

CT's change model encourages awareness of social conflicts. and promotes 

dialogue-based solutions (Alvesson & Willmott. 1992b). The process behind this social 

transition is illustrated in Figure 2.1. 

Despite the fact that CT's specific application is contingent on time, place and local 

conditions (Box. 1995). we can still identify three universai stages, suggested by CT's 

h e w o r k .  The initid stage is characterized by a social arrangement were the 

relationship between socid groups is typified by unequal power relations i-e.. inequity, 

dependency. instability and the lack of democratic practices. This control and hegemonic 

domination by the 'dominating' group is maintained hough an unrealized, self-imposed 

coercion and self-imposed deIusion. called 'false consciousness,' accepted by the 

'dominated' group. Based on its acceptance of instrumental reasoning, society maintains 

this false consciousness through the constant reification of its ideological and 

'' For CT, emancipation is the elimination of impediments to human freedom. In other 
words, it is "the process through which individuds and groups become Eked horn 
repressive social and ideological conditions, in particular h m  those which place socially 
unnecessary restrictions upon the development and articulation of human consciousness" 
(Alvesson & Wdlmott, I 99%: 432). 



technological principles. Thus 'rhe initial stage is one both of false conscioumess and 

error, and of un-free existence" (Geuss. 198 1: 58). 

Figure 2.1 
Critical Theory Paradigm 

In the transformation stage, both dominator and dominated are enlightened (freed 

From their false consciousness) and emancipated ( k e d  lkom self-imposed coercion) by 

self-reflection and the knowledge generated by CT's analysis. Self-reflection achieves 

several goals. First, it dissolves the objective iiiusion of the fdse consciousness. 

Secondly, it makes the subject aware of how the dominant culture has influenced its 

perspectives on its role in society, political opinions, religious beliefs, and gender roles 

(among others). Third, it develops individual awareness of conscious and unconscious 



behavior (Carter et. al., 1997: 2). Critical theory shows agents in society that under ideal 

conditions they would not accept the pictures proposed by their fdse consciousness. "So 

it seems that a critical theory shows agents that their Form of consciousness is 

ideologically false by making them aware of some unconscious determinants of that form 

of consciousness9 (Geuss. 198 1 : 6 1). 

Agents become aware of the gap between their ideas and their reality, giving place 

to a 'legitimacy crisis' and stopping their support of the existing social arrangement. 

They notice the difference between what 'should be done' and what 'actuaIIy is done.' 

Finally. this awareness leads to a frnal stage achieving a social arrangement characterized 

by improved human condition in a more democratic. equal. prosper, stable and 

autonomous society (Sylvester. 1995). 

Critical Theory claims that social science can and should facilitate the freedom of 

people From the "restrictive traditions. ideologies. assumptions. power relations, identity 

formations. and so forth. that inhibit or distort opportunities for autonomy, clarification of 

genuine needs and wants, and thus greater and lasting satisfaction" (Alvesson & Willmott, 

I 992a: 43 5) .  

Habermas and Critical Theory 

The Frankfiirt School's philosophicaI groundwork for Critical Theory was later 

reconsidered and modified by Jiirgen Habermas. In what can be called a fifth stage in 

Critical Theory's development, Habermas introduced a revision of biarx's theory of 

history and modern capitalism and established a framework for the critique of the 



conditions that limit social knowledge (Bottomore, 1984). Although he diverged to some 

extent fiom the Frankfurt School's core ideas. he retained its' basic interest in the critique 

of ideoiogy and in the development of a philosophy of the social sciences. 

Habermas' attempted to renew and advance CT into a formal Critical Social Theory 

focusing on h e  relationship of State and civil society, the origins of and prospects for 

democracy, and on the impact of the media on social relations. The key to enlightenment 

and emancipation. Habermas believed. rests on the structural transformation of an open, 

free, un-coerced 'Public Sphere'. where all individuals. groups and ciasses could interact 

and exchange ideas. Free communication flow within the -Public Sphere' would become 

the basis for soiid democratic institutions. and therefore result in the end of unequal social 

relations. 

Habermas' major contributions to Critical Theory can be classified in four main 

areas. First. during the 1960's Habermas wrote two essays elaborating on the critique of 

positivism and the relationship between theory and practice (Habermas. I968 and 1970). 

He argued that society could only achieve human progress through the development of 

unIimited communication exchanges (Habermas. 1978 and 1984). The way to society's 

rationality requires the fiee exchange of information, Habermas refers to the 'idea1 

speech situation' as that of absolutely un-coerced and unlimited discussion between 

completeIy fke and equal human agents within a political arena called the 'Public 



Sphere'.Is Habermas believes that language was the common condition among different 

groups in society, and only through communication could a community aspire to 

enlightenment and emancipation. The ideal speech situation within an institutionalized 

'Public Sphere' becomes, for Habermas, the criterion for truth, freedom and rationality 

(Geuss. 198 1). 

The concept of the 'Public Sphere' is the most important contribution of Habermas' 

work on the renaissance of Critical Theory in the later part of the twentieth century 

(Calhoun. 1993: and Thompson, 1995). This concept has permitted the continuation of 

the Critical tradition initiated by the Frankfurt School by adding a new normative link 

between CT and the study of political regimes and public administration processes such 

as policy-making. 

As Avritzer (1999) discussed. the 'Public Sphere' concept provides two dimensions 

to advance the analysis of the industrial culture proposed by Adorno and Horkheimer, and 

the studies on political science (Gutman. 1994; and Behnabib. 1995). First, the study of 

democratic regimes recognises the relevance that communication has on the customs, 

behaviours and attitudes of individuals. groups, associations and societies opening a new 

perspective beyond democratic elitism (Schumpeter, 1944; Downs, 1956: and Sartori, 

1 987) and participative democracy (Pateman. 1970; and Held, 1987). 

- - 

'' In his classic Administrative Behavior (1945), Herbert Simon appears to reach a similar 
conclusion on the need for a system of perfect communication, However this conclusion 
somewhat differs from Habermas. While Simon demands the physical exchange of 
information and a larger mental capacity to handle this extra information, Habermas refers 
to un-coerced social relations among equal individuals. 



Secondly, Habermas introduces the role that the commercialization of a political 

rhetoric has on the political culture of a social group. Habermas* 'Public Sphere' 

launched two new research fields in the construction of a social theory: the study of social 

movements and civil society (Melucci, 1985 and 1989; Offe, 1985; Cohen, 1985; and 

Cohen and Arato, 1992). and the study of the impact of mass communication in poiitics 

(Thompson 1990 and 1995; Deetz 1992). 

The 'Public Sphere' Concept 

Habermas' first book. Structural Transformation of the Public Sphere (1962), 

argued that public opinion has been manipulated through the imposition of a technocratic 

consciousness: thus withdrawing it from 'popular legitirnization' into 'technical 

legitimization' (Habermas. 1975). PoIicy-making relies on the technical sophistication of 

an elite instead of simply social consensus on the part of the masses. The consequence of 

this has been the de-politicization, and consequent illegitimacy, of policy making 

(Calhoun. 1994). 

As Olven (1999) describes, Habermas' 'Public Sphere' alludes to a social space 

where voluntarily reunited individuals exchange opinions. judgements, and demands and 

establish agreements. Through this sphere, individuals receive. interpret and produce 

information on each other's perspectives and understandings. For Habermas, 

"...at complex societies the Public Sphere consists of a intermediate structures in 
between the political system and the private and functional systems of the private 
world, It represents a complex network of intemationai, national, regional, bcal 
and sub-culturaI interacting arenas. Social myths, pacts, agreements and vdues 



provide the points of reference that norm behaviours, attitudes and customs" 
(Habermas. 1995:374), 

The 'PubIic Sphere' becomes the arena where positive instrumental reasoning is 

shared by civil society giving support to the elimination of systematically repressed 

communications. Through the improvement of an '[deal Speech Situation,' by which 

information is openIy shared by civil society, the 'Public Sphere' becomes the realm 

where society exchanges information forming un-coerced public opinion, The 'Fublic 

Sphere' is therefore the basis for developing a democratic regime. 

Free cornrnunication however. is not sufticient for a true and comptete 'Public 

Sphere'; a democratic regime requires both quality of discourse (merits of arguments and 

not simply thou@ the identities of arguers) and quantity of participation (non-exclusive 

political participation for all members of society). A 'Public Sphere' rejects ideotogical, 

non-rational. non-critical arguments expressed mainly by members of an elite. The 

resuIting public opinion ' ~ o u l d  possess legitimate authority as an expression of the ' d e  

of reason' and, thus. be capabie, in principle of truly articdating the yenerd interest" 

(Roderick. 1986:42). 

The Theory of Cognitive Interests 

These ideas lead to Habermas* second deveiopment, the reformulation of Critical 

Theory in KnowIedae and Human Interests (1968). It reviews and elaborates on Marx's 

work proposing a theory of knowledge or 'Theory of Cognitive interests' (TCI). He 

initially argued that Marx was not a phiIosopher but rather a social theow therefore his 



'philosophy of history' lacked ontological and epistemological bases. His theory should 

be understood as a --philosophy of history with a practical intent" (Roderick, 1986). Post- 

Marxist CT required a positive concept of reason. 

Habermas however. modified Critical Theory's negative critique of positivism and 

added an optimistic or positive twist to it. By introducing an interpretative commitment 

to the social sciences. Habermas adds an evolutionary or revolutionary praxis to scientific 

objectification. He agrees with Horkehoirner that language carries a normative load that 

limits science into objectification. However. he also believes that language allows 

individuals to reflect on their social reality and initiate enlightenment and emancipation. 

Freer communications and individual reflection permits the identification of those 

interdependencies between rule-guided action and rule-provided institutions (Burkhart, 

1993). The hermeneutical enrichment of positivism EUrnS out to be a useful tool for the 

development of a renewed social science committed to progress and development. 

Habermas' reformulation of M m  was the basis for his TCI. He believed that 

knowledge is rooted in history and is interest-bound. and went on to define three different 

forms of knowledge deriving from three different human interests. First, empirical- 

anaiytical knowledge is based on a technicai interest in satisfying material needs. Second, 

it is a historical-hermeneutic form of knowledge with a practical interest in 

communication and understanding. Finally. there is self-reflective or critical knowledge 

based on an emancipatory interest committed to solving the distortions generated by the 

exercise of power through non-coercive communication. As Burrell suggests, Habermas' 

TCI provides a h e w o r k  for operational research useful to identifl the relationships 



between political choices and benefiting interest groups (Burrell, 1994). Overall, what 

differentiates Critical Theory From the previous approaches is its emancipatory interest: 

"The goal of critical sciences is to W e r  processes of self-reflection and to 
dissolve barriers to the self-conscious development of the human species ... 
Through revealing systematic distortions in communication and action, (the 
critical sciences) attempt to aid human beings in coming to awareness so that 
they can make history with 'will and consciousness"' (Roderick, 198657). 

Habermas believed that the philosopher is responsible for guarding reason. 

especially when reason has been altered by purposively instrumental rationality. 

responsible for the non-realisation of a universal freedom. Through instrumentality, 

reason seems to become imprisoned within the individual subject. and is expressed in 

terms of a self-serving mentality (Burrell. 1994). Under such an environment, unequal 

power relations are present in every aspect of our lives. impeding the development of 

humankind. Thus. as modernists argue. humanity is in crisis due to the unresolved 

struggle between ideas and reality.16 

Habermas' third and fourth contributions to the development of a Critical Theory of 

Society are interrelated. During the later periods of his project. Habermas focused his 

efforts on developing a methodolo~y for critical analysis. He did this by first merging 

previous concepts such as accusing the utilitarian rationale for the "incomplete process of 

modernity" and the gap between theory and pmxis on one hand; and the belief in rational 

enlightenment as the only possible soiution on the other. Secondly, Habermas proposed a 

Critical Theory of social evolution based on human communication. 

l6 The theory and praxis crisis is the gap between what is 'said' and is actually 'done,' 



The Theory of Communicative Action 

Habennas' Theory of Communicative Action (1984 and 1987) argued that although 

instrumental rationality is required to understand the natural sciences and the satisfaction 

of material needs, the advancement of a social science requires the study of the basis of 

human action and understanding; that is. communication (Habermas, 1984). Unlike 

TCI's interest in developing a theory of society through a theory of knowledge, the theory 

of communicative action attempts it through a theory of language. The study of language 

and communication lies. according to Habermas. at the heart of a theory of society 

(White. 1988: and Rasmunssen. 1990). 

Habermas breaks with the Frankhut School by suggesting that communication not 

only happens to be a tool for social domination along with technology and ideology; but it 

also is the way into enlightenment and emancipation (under ideal circumstances). The 

goal of socia; self-determination and self-consciousness becomes feasible within an 

environment characterized by bee communication, and through unconstrained 

communication becomes the ideal form of social and political organisation (Ealy, 1981; 

Calhoun. 1994). 

Habermas disagrees with previous Critical Theory authors about social control 

being achieved mainly through ideological domination; instead. he argued that it has been 

achieved through cultural impoverishment. According to Habermas, social progress 

requires participatory democracy based on a cornrnunitarian understanding of a better 

world, based on social justice. Accordingly, social development is driven by political 

maturity instead of by revolutionary consciousness (Ingram, 1987). 



Habermas' Critical Theory of Society 

Expanding Habermas' contribution. addressing ideological and technical 

domination, Critical Theory's can be used to explore and understand the structure of 

hegemonic discourse in order to counteract systematic distortions of communications, that 

occurs with the use of jargon. misrepresentation, deceit. and illegitimacy (Alvesson and 

Willmon, 1992b). Haberrnas transformed Critical Theory into a theory of society 

demanding education and greater information exchange. It returns to the basic ideals of 

Kant's reason and HegeI's role of the State. transforms Marx's materialism and Weber's 

bureaucracy. abandons Horkheimer's revolutionary proletariat and Marcuse's violent 

emancipation. and reconsiders Adomo's emphasis on the roIe of culture. As a result of 

Habermas. Critical Theory has become focused on encouraging dialogue among 

individds, in order to trigger criticd comments and promote information exchange. 

Undistorted communication (if achievable) allows society to know how power becomes 

established. how it is sustained and how it can uItimately be terminated. Finally, it allows 

society to develop awareness of the need for change, the types of change possible and the 

forces that surround it (White. 1988). 

Habermas transformed Critical Theory in four main ways (Ingram, 1987). First, he 

shifted the focus of Critical Theory away from M m ' s  paradigm of production into a new 

paradigm of communication. Second, he re-focused the bases of CT fiom just a theory of 

social change into a phiiosophy and methodology of science. Third, he reintroduced the 

connection between CT and politics, which Horkheimer and Adorno had ignored, and 

which Marcuse had treated in the tenns of vioIent emancipation. Finally, he attempted to 



transform the end goal of Critical Theory born emancipation into rationalcritical 

participation. He tries to abandon Marcuse's search h r  radical emancipation for a less 

drastic but probably more efficient transformation of society through the communities' 

active involvement in politics. 

Habermas has been called the last modem social theorist (Bromer, 1997). His work 

on feminism. Critical Theory, cultural studies and democratic politics is complex, opaque 

and dificult to understand. [t has been subject to constant attack. especially From the 

post-modernists. arguing that Habermas' Critical Theory is itself a form of ideological 

indoctrination. coercing reason into a critical meta-narrative benefiting only a particular 

group in society (White. 1988). Despite this. his theories have been referred to as the 

revolutionary work of a highly influential and popular thinker (Bernstein. 1985). 

Habermas' theories have been very influential on the fields of communications. education 

and political science (e.g.. Barry. 1987; On: 1989; and Marshall, 1993). His ideas 

transformed Critical Theory into a renewed research paradigm for the social sciences 

(e-g.. Sabia and Wallulis. 1983; Outhwaite. 1987). 

Summary and Conclusions 

Critical Theory is an innovative. although uncompIeted approach to social and 

organisational research based on the benefits of critique. Critique stimulates social 

research because it encourages different ways of thinking, reflects on the relevance of 

historical and present context, facititates change and development, demands that the 



researcher get involved and stay a l e e  and integrates different perspectives seeking to 

understand the 'reality behind the visible reality.' 

In summary. CT's approach offers three basic characteristics. First, it is a 

hdamentaI critique of traditional positivism/empiricism. the use of ideology and 

technology as sources of domination, and society's power imbalances. This critique pays 

particular attention to the centrality of language and communication. CT believes 

positivism/empiricism. ideology. technology and communication maintain status quo and 

social order. Second. it encourages the questioning of taken-for-granted assumptions 

about contemporary social reality and the models of human needs' satisfaction. Finally, it 

has set up a scientific approach capable of justifying and inducing change and 

development of social arrangements in different forms, whether organizations, 

institutions. or whole societies (Alvesson and Willmott 1992a). 

The framework provided by Critical Theory, particularly Habermas* Theory of 

Communicative .Action, is a useful tool to facilitate the analysis of complex social 

situations characterized by power inequalities. The critique of 'rhetoric.' 'tradition.' 

'authority' and 'objectivity' facilitates the understanding of the degeneration of the 

existing 'Public Spheres,' identifying interest groups and the main components of the 

non-rational elitist rhetoric employed to maintain such systems of domination. Critical 

Theory facilitates the analysis of most political relationships, having an enormous 

applicability for the study of public actions such as policy design and evaluation. 

Habermas' 'Public Sphere' model provides a h e w o r k  for social integration. It 

supports the development of different ways of seeing and thinking, which suppa change 



and progress. Such a model is committed to democracy and with the creation of just 

societies by arguing that progress lies in the democratic accommodation of mass society. 

The public discourse that results from rational-critical political participation seerns to co- 

ordinate the actions of civil society, balancing public authority, and promoting growth 

and development. 

Critical Theory's critique of the rhetoric. tradition. authority and objectivity 

Facilitate the study of political arrangements characterized by the use of ideas, traditions, 

customs and interpretation as the main sources of political legitimacy. The use of CT to 

analyse the Mexican poiitical system makes an excellent case study. It describes a social 

m y  characterized by social inequalities maintained through a complex system of 'False 

Consciousnesses.' Through Critical Theory. the dif-ferent stakeholders of the 

revolutionary regime and PEMEX economic hegemony over Mexico's natural resources 

can become free and liberated. The transformation of such a system of 'oppression' can 

lead through edightenrnent and self-reflection, to an improved system of public policy- 

making. 

Not only does CT assist with the comprehension of a regime that has remained in 

power since the 1920's, but also provides a framework to understand the current process 

of democratization and economic liberalisation in Mexico. The 'Public Sphere' concept 

provides a lens to the study of political interactions through the abandonment of old 

pubIic policies and the establishment of modem and open public institutions. Habermas' 

model promotes the development of mature political interactions and the deveIopment of 



different ways of thinking and reflecting upon the true content and importance of the 

ideas developed throughout Mexico's history. 

Finally, Critical Theory offers an appropriate lens for the study of PEMEX's 

institutionalization, evolution and reform. its emphasis on power inequalities and the use 

of ideas a s  mechanisms of social control allows the discovery and enlightenment of the 

construction and use of symbob. m j ~ s  and states of consciousness to modify social 

behaviours. attitudes and customs. to the advantage of a particular political agenda. The 

'Public Sphere' becomes an alternative framework of open and free social interactions 

within a liberalised context. and becomes a substitute for the manipulation and incomplete 

usage of information. Critical Theory and especially that elaborated by Habermas. aIIows 

us to understand the dominating features of Mexico's petroleum culture. 



CHAPTER THREE: 

HISTORICAL, AND PRESENT CONTEXTS 

"The double meaning of the solitude -a rupture with one world 

and the attempt to create a new one- is manifested through the conception 

that Mexicans have about their heroes, saints and martyrs". 

Octavio Paz. The Labyrinth of Solitude (1952222) 

Introduction 

The industrial exploitation of Mexico's petroleum resources dates back 

approximately 150 years. and has played a very important role in the nation's progress. 

Similarly, the historical evolution of Mexico has influenced the characteristics of its 

petroleum industry. Any study of the current reforms of the Mexican State and/or its 

energy sector must consider this historical interaction. In Mexico. past and present cannot 

be alienated from each other. "the study of present reality requires a conscious inspection 

of the past" (Brading, 1980:vi). 

The study of both the past and present contexts of Mexico's petroleum sector can be 

divided in two parts. The first part of this chapter contains the historical context, the most 

important events and ideas, external to the industry, which defined Mexico throughout its 



evolution. The second part encompasses an anaIysis of Mexico's current economic, social 

and political environment, particularly as it relates to the petroleum sector. Conditions 

that encompass its current reform and potential liberalisation are included, as well as a 

description of the challenges involved in the reform of the energy sector and the 

liberalisation of PEMEX. It will aIso provide an overview of the Neo-liberal reforms that 

has transformed most aspects of Mexico's economics, politics and society since the 

1980's. These two contexts (past and present) complement each other and provide a solid 

basis for understanding what petroleum signifies to Mexicans; as well, allows for a better 

comprehension of the current situation vis-a-vis the ongoing reform agenda. 

The reform of the Mexican State has received enormous attention from analysts, 

scholars and researchers. Authors such as Aspe (1993), Atcantara Saez (I995), Brachet- 

Marquez (1996), Fuentes and Lumbreras (1996) and Cansino (1998) have taken different 

approaches to the study of the causes, conditions and results of the economic and political 

reforms conducted in Mexico since 1985. These studies share a common recognition of 

the relevance that historical context possesses for conducting research about Mexico. 

This chapter will also explore the set of ideas. values and symbols, formed over 

time throughout history, that have been extremely important to the development of the 

Mexican culture and its energy sector. and that Fsame its' citizen's understanding and 

interpretation of this sector. 

This chapter faces some limitations. First and foremost, it is not the main objective 

of this study to conduct an exhaustive expLoradon of the major occurrences and beliefs 

created as part of Mexican history. Although central historic events and ideas are treated 
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in some detail, this chapter is not intended to be an exhaustive study of Mexican history. 

Instead. it focuses on those main historic events and ideas that circumscribe. fiame and 

ground modem Mexico. and those that particularly impact on the reform of its petroleum 

industry. Such an approach might lead to potential historical over-simplification. 

Therefore. this brief historical review attempts to reach a balance between excess of 

breadth and oversimplification. To facilitate the reader's contact with a history rich in 

events and ideas, a chronological sequence is maintained as much as possible. Reference 

to other studies that have expanded on these events and ideas are provided where 

appropriate. 

The Study of the Historical Context of PEMEX 

The important ideologies that are key to Mexican history have received 

considerable attention in the literature. For example. texts such as the studies on Mexican 

Liberalism by Bradmg (1 980), Reyes Heroles (1 982) and Gruzinski (1 994) extensively 

examined Mexican Nationalism; Turner (1979) provides a classic review of the Mexican 

RevoIution; and Brachet-Miquez (1996) offered a comprehensive study of the social 

reforms of the twentieth century. 

The study of the Mexican energy sector has aiso received an important amount of 

attention, particularly h m  economists, political scientists and historians. Phillip (1989) 

and Palacios (1996) conducted comparisons of petroleum State-Owned Enterprises 

(SOEs) and nationalist movements in Latin America. Some classic analyses of the 

Mexican energy sector are also found in the works of Vernon (1970); Mancke (1981); 
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Hall (1995) and Brown (1998). Meyer (1977) and Ladman, et. al. (1981) studied the role 

of petroleum on Mexico-USA relations. Ramirez Heredia (1971) and Rendon Corona 

(1997) have explored labour issues in Mexico's petroleum industry. As well, Williams 

(1979); Castillo and Naranjo (1984) and Modes, et. al. (1988) critiqued the national 

petroleum strategy pursued between the 1960's and 1988. 

Other studies on Mexican petroleum have taken a regiond perspective; for example, 

Tudela (1989) offers an insightfbl analysis of the asymmetrical relationship between 

petroleum exploitation and regional development in the State of Tabasco. Sales (1996) 

discussed the most important features of the relationship between the State of Campeche 

and PEMEX in relation to the enormous exploitation of hydrocarbon resources from 

Campeche's Marine Sound. However. critical analyses of Mexico's petroleum industry 

are not frequent. Some exceptions however. include Williams (1 979), Grayson (1 980), 

and Gentleman (1984) studies on the political implications of Mexican oil. More 

recently. Garcia Paez (1994) published a critical comprehensive examination of 

PEMEX's activities and its relationship to the nationd economy. 

Unlike the study of Mexican history, research on Mexican culture has not received 

much attention, until recently. Initially, it only caught the attention of scholars interested 

in conducting comparisons of different nation's cultures. Classic comparisons of this kind 

include ALmond, Gabriel and Verba (1969), Hofstede (1984), and Kahl(1968). However, 

the study of Mexican culture has received increased interest h m  Mexican and American 

scholars in the Iast decade. Most of these analyses have taken quantitative approaches to 

the study of values, norms and beliefs in order to contribute to a better unde~standing of 
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Mexicans (Alducin 1986; Kras 1989; and Inglehart, Basaiiez and Nevitte 1994). Despite 

the importance of the energy sector on the consolidation of Mexico as a modem nation, 

and despite the recent interest in cultural research, the relationship between Mexico's 

energy sector and its culture has not been well explored, so there is a need for increased 

research on this phenomenon. 

Key Events and Dominant Ideologies in Mexican History 

Mexico has an extremely rich and diverse past, By the time Columbus arrived in 

America in 1492. the region known as Mexico already had at least two thousand years of 

historical heritage. Throughout the five hundred years following the arrival of the 

Spaniard conquerors in 1519. Mexico has undergone a difficult and unique historical 

evolution. It has evolved From a collection of distinct pre-Columbian civilisations, 

through periods of colonialism. independence, consolidation, revolution and 

institutionalization, into an energetic developing nation with unique problems. Modem 

lMexico is both the result of and consequence of its puzzling historic evolution. 

According to these texts. such evolution can be roughly classified into eleven broad 

stages, listed in Table 3.1- 

Table 3.1 
Eleven Stages of Mexican History 

Period 

Pre-Columbian Civilisations 

Spanish Conquest 

1 Colonisation 

Years 

SOOBC - XVI Cent. 

1519 - 1521 
I521 - 1810 



The literature on Mexican history that addresses each of these stages is almost as 

hdependence 

National Reconstruction 

Polgfiriato 

Mexican Revolution 

National Consolidation 

'Stabilizing Devefopment' Period 

Crisis and 'Lost' Decades 

Neo-liberal Reform 

rich and diverse as its' field of andysis. Some classic studies on the genera1 history of 

1810 - 1821 
1821 - 1876 

1876 - 1910 
1911 - 1917 
I917 - 1938 
1938 - 1970 
1970 - I988 
1988 - Present 

Mexican are Cosio Villegas (1973 and 1988), Miller (1985), and C5rdena.s (1989). These 

Source: Adapted from Cosio Villegas ts( 1973) 

texts contain analyses of Mexican history From its coIonial times to the early 1970's. The 

historic events of the last thirty years are stilI under debate, particuiarly those that 

followed the violent student repression of 1968 in Tlufelolco. The most exhaustive work 

available is the recently published collection of updated and reviewed volumes on modern 

Mexican history by Enrique Krauze (1997a and 199%). 

Each of these periods has been equally important to the consolidation of the nation 

we know today as Mexico. Each phase contained a combination of events. principles and 

ideologies that appeared, developed, evolved and were refined throughout the progress of 

Mexican history. These events and ideologies have fiamed, bounded and left an 

imbedded heritage on present Mexican cdture. 



The Ideologies and Events Defining Mexico's Political Culture 

This section explores those ideologies identified as particularly important to the 

evolution of Mexico's culture. The understanding of these ideologies is central to the 

objectives of this study, since they portray the most important values shared by the 

community.17 As Wiarda and Kline (1996) indicate, the values and beliefs of a political 

culture usually change at a slower rhythm than the governing institutions of a country. 

Therefore. the study of ideologies provides a good starting point to understand the 

historical evolution of a country. 

Several social scientists have attempted to study and andyse this cultural heritage. 

Classical studies in this area include Rondero ( 1969); Sayeg Helu (1 972); Wionscek 

(1973); Turner ( 1979): Reyes Heroles (1 982); Matos Moctezuma (1989); etc. More 

recently, Riding (1984); Alducin (1 986); Batiz Vasquez and Cardoso (1989); and Gilly 

(1990) constructed a detailed description of Mexican culture through their observations of 

particular historical events. Gruzinski (1994) and Beltran, et. al. (1996) provided a 

thoughd5.d exploration of the dominant features of Mexico's culture in the 1990's. 

Inglehart, et-al. (1994) employed the results of the 'World Value Survey' to explore 

the evolution of Mexican culture from 1970 to 1990. As well. Sabato (1999) and Bejar 

I7 Ideology is a collection of ideas influential on policy-making. Ideology "becomes a 
kind of lens through which policy makers perceive their various environments and react 
accordingly. These ideological influences will be generalized rather than specific, but in 
the process of specifying their relevance to a particular issue differences may arise 
between individuals and groups ... These ideo1ogica.I influences are a product of 
socialization influences as much as intellectual fashion" (Evans and Newnham, 
1990: 167). 



and Rosales (1999) pubtished the results of studies on cultural change and the impact of 

globalization in Mexico and Latin America respectively. 

This chapter attempts to build upon h s  literature to identify and describe the most 

important ideologies that have shaped the unique Mexican culture through a very rich and 

complex historical process. Table 3.2 includes a set of defdtions of these ideologies 

either adopted From the literature or devetoped for this study. 

Table 3.2 
Definitions of Dominant Ideologies in Mexican Histow 

I I Tendency to constrain most decision-making processes within the same I 
Centralism 

I 1 

Political philosophy associated with retention of the status quo and 

individual. :goup or region. 

Regionalism 

1 Conservatism / preference for institutions and practicer that manifest continuity and 

Tendency to delegate decision-making to several individuals or p u p s  at 

a regional rather than national level. 

1 / stability. 
I 1 I Economic and Political philosophy associated with Free market policies 

I 1 

I Tendency to establish a regime oriented towards benefiting a minority 

Liberalism 
and with a minimum role for the state within society. 

I Populism I short-term interests of the masses over more responsible long-term 

Elitism 

I I decisions. 

rather than a total population. It connotes the superiority of a sociai 

group found at the top of a particular hierarchy. 

Political phenomenon based on pursuing policies designed to satisfy the 

I I Sentiment of loyalty towards the nation shared by its people. Cohesive 
I 

I I pride leading to the pursuit of certain political and cultural pals. Among 

I Nationalism I these are national self-determination and independence fiom external 

I I influences. In practical terns, it means preference for what is local a 

I I national over or foreign. 

Term employed in Mexico to denote the preference of external or foreign 

I Muiinchismo I over national or local. 



These principles, ideas, or trends of thought share a common set of characteristics. 

First, they have d l  acquired specitic. particular meanings according to historical moments 

over time (e.g. eighteenth century's Liberalism and Conservatism were significantly 

dit'ferent from their twentieth century versions). Second. most of these ideologies were 

initially imported from the exterior. adapted over time to the local environment and 

acquired a particularly Mexican interpretation. Third. these imported principles have 

appeared and re-appeared throughout Mexican history although they have evolved 

differently over time and have proceeded at different evolutionary paces. Finally, these 

fhndarnental politicd philosophies have evolved in close association with each other. 

Therefore. their interconnectedness makes their analysis even more difficult. 

Not all of these ideologies have been present simultaneously at every stage of 

history, therefore cannot be studied independently. As a result of the analysis of Mexican 

history, the most important ideologies that have been present in Mexican history can be 

associated, for the purposes of this discussion, into five dichotomized pairs of ideologies 

Authoritark 

anism 

Democratic 

orientation 

as follows: 

Tendency to concentrates power in the hands of a leader or a small elite 

that is not constitutionally responsible to the body of the people. 

Tendency to locate political power in the whole people, usually in terms 

of the rights of the individual citizens, or the need to protect their interests 

effectively (Bothamley, 1994: 140). Common forms are representative, 

direct and constitutional democracies. 

1. Centralism versus RegionalismlFederalism 

2. Conservatism versus Liberalism 



3. Elitism versus Populism 

4. Nationalism versus lMaIinchismo 

5. Authoritarianism versus Democratic orientation 

Although Mexico's historical periods have tended to lean more towards one 

ideology or the other. for each of these sets of opposing ideas, these paired principles 

should not be necessarily read as strict opposites nor as opposite ends of a continuum. In 

several stages of Mexican history they have appeared simdtaneously in non-excluding 

ways. Often. two opposite ideologies have collaborated and developed side by side at 

particular stages of Mexican history. 

Centralism versus Regionalism/Federalism 

Centralism is defined as the concentration of power and control in the central 

authority of an organisation or an individual (Rojas. 1993). It is the tendency to 

concentrate authority around centrd governmental organisations. Central authority rules 

over all other organisations concentrating the political and adminismtive power of 

society in the hands of a few individuals. Centralism is commonly viewed as the extreme 

concentration of power away h m  any other institutions. It  is classically illustrated by 

Louis XIV famous phrase: "the State is myself'.18 

Regionalism is the opposite to centralism. It is "a complex of attitudes loyalties and 

ideas which concentrates the individual and collective minds of people on what they 

perceive as 'their' regionn (Evans and Newnham, 1990). It is the distribution of power 

l8 This phrase is the ultimate symbol of autocracy: a governor incarnating the State. 
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and decision-making among the elements, or regions, that comprise a larger unit or 

central power. 

Mexican regionalism has been studied by Royo Villanova in La Decen~ralizacion Y 

el Re~ionalismo (1983). Although he described four kinds of Mexican Regionalism: 

literary, administrative, juridical and politicd, they all share two main factors. First, 

Regionalism means the separateness of two social groups. Several factors play a 

particular role in Regionalism including history. culture, climate, geography, ethnicity, 

religion. idiosyncrasy, economic and political interests and even administrative problems 

(Royo Villanova 1983). Regionalism then, is a sentiment of rivalry among the people of 

different regions or cities in a country. On occasions, Regiondism is so strong, that it 

threatens national unity. These incompatibilities and the intolerances that result often 

tend to disassemble social organisation. Regionalism ranges h m  a natural defence of the 

local ways of life, which often leads to excessive provincialism, to a rejection of imposed 

central authority. Regionalists tend to embIish doctrines and beliefs to validate 

decendisation demands dong with the search for specific regional interests. 

A second interpretation of Regionalism encompasses an organisational arrangement 

conceived to promote regional development. increase local efficiency and the 

development of stronger political accountability between provincial governments and 

their locaI popuIations (Evans and Newnham. 1990). It emerges fiom strong Centralism, 

especidIy when there is chronic abandonment of regional problems. 
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Mexico has an important tradition of both centralist as well as regionalist practices. 

However. with the exception of a strong Regionalist period during the mid-nineteenth 

century, Centralism has been a more dominant force throughout Mexican history. 

Mexico's Centralism was inherited from both founding cultures: the Aztecs and the 

Spaniards. These two cultures shared several common hierarchical and centralist 

characteristics. While the Aztec civilisation possessed a political and religious system 

that concentrated authority around the emperor and his court, the Spaniards practised 

centralist decision-making within their monarchic system of rule. Both Aztec and 

Spanish societies maintained highIy hierarchical organisations, reserving key decision- 

making power with the Aztec emperor or the Spanish monarch. As well. both the 

emperor's and the monarch's power were theologicdly legitimized and their courts were 

highly influential and their social structure ailowed for very little social mobility (Matos 

Moctezuma. 1989; and Hunt. 1996). 

Like the Aztec regime before it, the Spanish political system along with the 

medievaI Catholic Church were both elitist and militaristic. The evolution of both was a 

consequence of prolonged IsIamic domination of the Iberian Peninsula, which ended 

coincidentally in 1492. when the last Moor bastion was finally expelled from Spain, The 

[slamic invasion of the Iberian Peninsula lasted approximately five centuries and left 

behind a strong cultural heritage for the Spaniards, in t e r n  of social organhition, 

customs and even richer vocabulary, which was carried over to the conquest of the New 

World. It is therefore not coincidental that the Spaniards maintained the same authority 



structure practised by the Aztecs in Mexico after their conquest. It was a system that they 

were familiar with and had seen in operation for over 400 years. 

The Spanish conquerors used the Aztec hierarchical social organisation in two 

ways. First, the familiarity of the general population with such an organisational 

arrangement made it natural for the Spanish officials to adopt the existing Aztec system; 

and they found it particularly usefbl to dominate the non-Aztec social groups under their 

control in the same way as the Aztecs had. Secondly, the conquerors used the existing 

arrangement established by the Aztecs as the most efficient way to subdue the Aztecs 

themselves. By controlling the emperor and the higher ciasses, the conquerors guaranteed 

the obedience and submission of the larger Aztec population (Bejar and Rosales, 1999). 

The centralist tradition was further enhanced when the Spanish colonizers decided 

to keep the capital of the recently created New Spain Viceroyalty at the same physical 

location that the Aztecs had used. They physically built their civilisation on top of the 

defeated Aztec capital of Tenochritian. With the construction of Catholic churches above 

the destroyed Aztec ceremonial centres, the conquerors symbolized their religious and 

military hegemony. 

After the conquest, the Spanish replicated their form of government throughout 

their American colonies. The Spanish monarch established a centralist system of 

Viceroyalties led by noblemen directly appointed by the Spanish monarch hctioning as 

their powef l  rulers, concentrating most decision-making in their hands, and empowering 

&ern to rule vast empires. These Viceroyalties replicated the hierarchical and centralist 

arrangement that they were familiar with, and which already existed in Spain. This 
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arrangement was also reinforced by the reproduction of the other dominant centralist icon, 

the European Catholic Church in New Spain. Spanish missionaries duplicated the same 

centralized system of organisation practised by Rome as part of their evangelisation 

strategy. Even when the Catholic missionaries acquired a certain level of independence 

From the old continent during the eighteenth century, they installed a similar centralist 

organisation structure known as the national 'Episcopal Church' (Miller, 1985). 

In only a few decades. the Spanish exercise of centralist power extended over a 

larger territory than that which the Aztecs had ruled. By 1600. the Spanish regime 

extended from California and Texas to Central America. During the years that followed 

the Aztec conquest, centralist decision-making in the valley of Mexico extended from 

Northern California to Patagonia. The tradition of centralized decision-making in 

Mexico City has extended over a period of two thousand years continuing up to the 

present. therefore ensuing that Centralist power is one of the most important historical 

heritages of modem Mexico. 

After the centralist link between Spain and the Viceroyalty was broken in 1821 as a 

result to the War of Independence. Mexico embarked on a long period of political 

instability during the nineteenth century leading to the emergence of Regionalism. 

Behveen 1824 and 1876, the conservative-sponsored independence movement in New 

Spain dominated over a weak Central State that focused on &erring power to local 



landowners or regional Ca~dillos.'~ These groups introduced a 'de facto' system of local 

rule contrary to the principles of the previous Centralist practices in Mexico. The strong 

Regionalism that developed throughout this historic period led to the adoption of a 

Federalist arrangement as part of the Mexican political system. 

The Centralist-Regionalist pendulum in Mexican history began to swing back 

towards Centralism during the period known as the Porfriato. Between 1876 and 1910, 

Porfirio Diaz carried out an important period of nation building, creating national armies 

and bureaucracies to replace the armed bands and local administrations under the control 

of regional cuudillos and landowners. They in turn accepted central authority, through 

the use of force or in exchange for limited privileges granted to them during the 

Porfiriaro. Thus, the vast interior of Mexico was 'civilised' and any further attempts for 

regional independence were halted by the expansion of communications mechanisms. 

which came under federal control. 

The Po$riaro came to an end with the Mexican Revolution initiated in 191 1. 

Diaz's Czntralism based on force along with a system of coercion, was substituted with a 

federal arrangement established in the Constitution of 191 7. After the regionalist hiatus 

of the nineteenth century, Centralism was formally re-established as an important feanue 

-- - 

l9 CaudiIZisrno is the social phenomenon of political loyalty towards an individual 
regardless of ideologies or other issues (Evans and Newham, 1990). This 
individualisation of politics is associated with Latin American politics. Famous caudillos 
in Lam American history are Juan Domingo Peron (1895-1974) in Argentina, and 
FuIgencio Batista (1 90 1 - 1973) in Cuba Among the most important Mexican caudillos 
history were Antonio Lopez de Santa Anna (1 794-1 876)- Emiliano Zapata (1 879-1 9 19) 
and Doroteo Arango, ak.a Pancho Villa (1878-1923). 
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of Mexican politics. The system established by the new Constitution adopted the French 

order of local government with greater powers of centraIization retained in federal hands. 

Authority flowed verticdIy from the top ranks of Central Government to the lower ranks 

of State and Locd Governments. 

Although the Constitution instituted a federa1 arrangement for Mexico, the reality of 

the Mexican State was that the authority of the Central Government has continued to 

P W -  Since 1917 the Federal Government has concentrated its power and its 

responsibiiity for administering the nation's resources. Formal federalism has been 

diminished by the dominance of 'power centralization'. Historically, governors and local 

officials have been appointed by the Centraf Govemment. These individuals operate as 

its agents at the State level. Governors have had littIe power to collect taxes and initiate 

Iocal development strategies. instead, State govemors have become the instruments of 

centrally designed national policies. The reality is that since the end of the Revolution, 

the Federal Government has systematically intervened in local affairs, negating 'de facto' 

Mexico's federalism. 

Another important feature of Mexican Centrdism during the post-revolutionary 

period is the acquiescence of Legislative and Judiciary powers to the Executive. In spite 

of the fact that the 191 7 Constitution established an equal division of powers between 

these imti~ions, reality shows that Congressmen and Judges obey presidential 

insrmctions. The consequence has been the development of strong presidentialism 

between the 1940's and 1990's. Despite the Constitutionaily mandated power balances 

between the three branches of Federal Government, as well between the Federal and State 



governments, Mexican Presidentialism has concentrated a set of meta-constitutional 

powers in the hands of a single individual. Consequently, the President acts as head of 

the official party appointing congress and governorship candidates at will. 

To manage the nations resources and deal with its diverse interests, Mexico's 

Central Govenunent has developed an extensive system of autonomous agencies, caIIed 

State-Owned Enterprises (SOEs), responsible for policy-making and regdating private 

activity. Some of these set prices, wages and production quotas for their respective 

industries. Others administered industrial production of steel, mining, electricity, sugar, 

coffee. tobacco. railroads, utilities. and petrochemicals. As Wiarda and Kline suggest, 

these public enterprises became so large. pervasive and powerful in Mexico that they 

could almost form a separate branch of government (1990). 

Presidential Centralism reached its peak in Mexican history between 1970 and 1982 

during the administrations of Presidents Echeverria and Lopez PortilIo. As Castaiieda 

(1999) describes. Echeverria exercised his presidential authority on the basis of economic 

populism along with strong political discipline. Lopez Portillo, for his part, operated 

differently. Although he was perceived as a progressive and modemizing politician 

capable of reforming the political regime, he maintained centralized control throughout 

his sexenio. Besides enjoying strong popular support. Lopez PortiIIo had the fortune of 

having significantly large revenues resulting from the export of the recently discovered, 

enonnous petroleum resources. Consequently, he expanded the expensive populist 

policies of his predecessor, founding a long list of SOEs and providing a variety of 



subsidies to all social classes, while maintaining his strong control of Mexican politics 

and economics. 

Conservatism versus Liberalism 

Conservatism and Liberalism have also played very important roles in Mexican 

history. Conservatism is a particularly difficult concept to define, due to its varying 

connotations in different contexts. It is the pokitical philosophy that promotes the 

retention of as much economic and politicat stability as possible, along with promoting 

the preservation of the social satus quo. while preferring institutions and practices that 

manifest continuity and stability (Evans and Newnham, 1990). Although Conservatism 

origins can be traced back in ancient history, it appeared as a distinct historic movement 

during the Nobles' opposition to the French Revolution. The acknowledged originator of 

modem Conservatism as a politicaI ideoIogy was Edrnund Burke's Reflections on the 

Revolution in France (200 1 ). 

Conservatism has maintained certain assumptions about human nature, 

development and progress. Phiiosophicdly, Conservatism assumes the Christian doctrine 

of man's innate original sin; that men are not naturally born virtuous or liberated, but 

instead are prone to evil, anarchy and destruction. Thus, it contains distrust of the natural 

'goodness' of humanity (Evans and Newnham, 1990). Since humankind is not innately 

born free or good, but instead tends to become anarchist and behave with malice, then 

Conservatism maintains that reguIations and codes of conduct are required for the 

achievement of peace and development. Society should evolve nattxaIly and 



unconsciously, blossoming from the deep roots of tradition, shared historical experiences, 

commitment to long-standing political institutions, religion. idealism, and based on the 

utmost emotions of loyalty, reverence, and co-operation (Audi, 1995). Conservatism 

believes in uninterrupted historical continuity along with the respect for traditional 

frameworks outlining human action, such as religious or cultural codes. 

Conservatism has been criticized for resembling more an attitude than an ideology; 

a preference for a lack of mobility. instead of being a political doctrine (ie. a systematized 

line of thought) (Gray, 1992). It has been said that it possesses no real baggage or 

abstractions other than the mental preference for status quo and the rejection for change. 

It is an instinct to conserve the 'establishment' (Wionscek, 1973). It is the political 

expression of privileged social classes rejecting any change that may endanger their 

hegemonic position. economic interests, moral values. and way of life (Evans and 

Newnharn. 1990). To keep social order, Conservatives develop strategies to retain power 

and defend their economic interests and privileges. 

Today, Conservatism is reflected by the groups commody called momios in Chile, 

godos in Colombia cunrchupas in Ecuador. orejudos in Argentina, saquaremas in Brazil 

and mochos in Mexico, all of whom represent what is referred to as the 'right' of the 

political spectrum (Bobbio, 1991). Latin American Conservatism is often identified with 

the Catholic religion, considered by Burke as the "most efficient barrier to change" 

(Rojas, 1993). Ironically, throughout history Conservatives have supported 'left' wing 

policies, whenever they represented a respect far tradition and social continuity. 



Liberalism, for its pat ,  can be contrasted with Conservatism in several important 

ways. being a much easier concept to define. It is the philosophy that emphasises 

individual liberty and a State's responsibility for protecting its' citizen's rights 

(McCullough. 1989). Liberalism is first of dl ,  freedom in the form of individual, 

economic and political liberty. Freedom in this sense is the absence of individual 

coercion by other individuals. Liberalism's election of hedom as its supreme value is 

not based on its secular or metaphysica1 nature. but founded initially upon Locke's 

doctrine of natural rights (Yolton. 1985). 

The epithet 'Liberal' was used for the first time in the nineteenth century when the 

Spanish party of Liberales adopted it (Ayda. 1963). However, classical Liberalism as a 

system of thought arose mainly during the British Enlightenment, when Adam Smith 

referred in 1776 to "the Liberal plan of equity. liberty and justice" (Heilbroner, 1986). 

Until then the term 'Liberal' meant a derivative of liberality, the classical virtue of 

humanity, generosity and an open mind. Although the concept of Liberalism has evolved 

in meaning throughout time as a result of diverse historical contexts, it has remained, 

throughout its historical metamorphosis. a s  an integral concept with specific components 

(Gray, 1992). 

Both Conservatism and Liberalism have been present throughout the last two 

hundred years of Mexican history. From a chronological perspective, Liberalism and 

Conservatism have extended though four main periods: the Conservative colonial stage; 

the Liberal-Conservative struggle during the consolidation of the country as an 
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independent nation; the Poflriato and the Revolution; and more recently, the 1990's 

reform of the Mexican State. 

During the first period of post-conquest Mexican history (1 52 1 - 1 824), 

Conservatism prevailed in Mexico. The Spaniards themselves possessed a highly 

Conservative community in Europe influenced by religious and political Conservatism. 

Conservative Spaniards favoured the viceroyalty system imposed by the Spanish monarch 

because it represented a regime similar to the one left behind in Europe. These 

Conservative forces defended the strict socid structure imported fiom Spain. Colonizers 

forced the native Indians to adhere to Spanish moral codes of conduct in an attempt to 

guarantee their abidance to the customs and practices they were implementing. 

Ironically, Conservatism is also responsible for the subsequent stage of Mexican 

independence. Conservatism led the Peninsulares and the Criollos to defend the 

traditional rights of the Spanish monarchy and its coionial system of rule, by rebelling 

against Jose Bonaparte's -illegitimate' authority. On the other hand, both the  mestizos 

and Criollos were influenced by the LiberaI ideas imported tiom the Unites States, 

particularly from its Declaration of Independence (1776), the Declaration of Human 

Rights (1 789) and American Constitution (1 787). The Mexican independence movement 

received simultaneous support h m  both Conservatives and Liberals. This stage was 

particuIarly relevant for the future of the country since independence was achieved within 

a highly Conservative social arrangement. 

The second Liberal period in Mexican history (I 824 - 1876) is the longest interval 

of political instability in Mexican history- It is characterized by a continuous political 



struggle between Liberal and Conservative interests, two equaliy powerfid groups 

pursuing radically different interests. The consequence was an era of constant change and 

violent conflict, a period characterized by regular anti-government protests, constant 

rebellions and coups d'erat attempts, along with irregular elections. During this period, 

Liberals, passive Conservatives and radical Conservatives struggled with each other over 

the nature of the regime to be established in Mexico. Although Conservatism dominated 

the Spanish colony. Liberal ideas spread among local elites, who were particularly 

receptive to the innovative ideals of rationalism, individualism and freedom contained 

within the French Revolution and the United States' Constitution. On the other hand, 

radical Conservatives struggled to establish a local monarchy, reproducing the European 

system of rule that had favoured them for decades. The struggle between these two 

groups marks nineteenth century Mexican history. 

The Conservative and Liberal agendas were very different. The oficial textbooks 

suggest that Conservatives favoured a traditional, authoritarian and centralized political 

system characterized by greater government intervention in the economy (Ministry of 

Public Education. 1998). They pursued the unification of religion and State by promoting 

the empowerment of a member of the European nobility. On the other hand, LiberaIs 

believed in power decenualisation. federalism, and representative Democracy. They 

intended to establish a smaller government with reduced intervention in private aff8irs ,  

and demanded a clear separation between Church and State. 

This prolonged confrontation between Conservatives and Liberals was interrupted 

by another event of enormous significance in Mexican history: the French and American 



invasions of 1839 and 1846 respectively. These events are important in two ways; first, 

the foreign invasions, particularly the loss of half of Mexico's territory, left a profound 

scar on the Mexican political culture. These will be discussed in detail in a later section 

on xenophobia and Nationalism. Secondly, the invasions further helled an already long 

and difficult period of struggle and confrontation. According to the principles of the 

Manifest Destiny, Americans feared renewed European intervention in America; therefore 

decided to actively participate in Mexican politics. Their involvement in Mexican local 

affairs hrther imbalanced the difficult process of national consolidation. 

American troops installed a Liberal government that was promptly removed From 

power by the Conservatives in 1853. Exiled Liberals in the US returned in I855 to re- 

take power and call for elections. Victorious candidates Commonfort (President) and 

S&z (Vice-President) embarked on a set of Liberal reforms between 1855 and 1856 

designed to abolish the last traces of colonialism, which were being protected by the 

Catholic Church. These reforms that were implementing during the period known as La 

Reforma. included: removing special military and ecclesiastical privileges; ensuring the 

separation of Church and State by secularizing education. marriages. and burials; the 

establishment of birth registrations and marriages under the civiI authority; the reduction 

of the Church's power by nationalizing its properties (excluding buildings used for 

worship); the establishment of a single standard of legal j w k e ;  and the enshrining of a 

constitutional guarantee of religious freedom. 

A year later, .luirez enacted a new Constitution, which prohibited special courts and 

ecclesiastical corporations h m  property ownership, except buildings for reguIar religion 
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use. This constitution also abolished slavery and the abridgements of freedom of speech 

or press. It eliminated monopolies and prescribed that Mexico was to be a representative, 

democratic, republican nation. The period of Reforma and the 1837 Constitution played 

very important roles in Mexican history and are key elements in current Mexican culture. 

Meanwhile. exiled Conservatives convinced Napoleon III to support their agenda 

and put an end to a potentially larger American occupancy of Mexico and other territories 

to the South. They convinced him that the American Civil war opened a window of 

opportunity for a successful invasion of Mexico by France, and that the local masses 

would support the establishment of a Mexican monarchy. French forces entered Mexico 

City in 1863 and installed a European nobleman. M~ximilian of Habsburg, as emperor of 

Mexico. 

Maximi tian responded to Conservative complaints by persecuting Liberals and 

forcing them into exile in the US. However, in 1865 Napoleon withdrew the French 

forces from Mexico, leaving Maximilian defenceless. ConsequentIy, Liberal (also called 

Republican) forces returned to power in Mexico re-electing J&z as President in 1867 

and again 1 87 1. Shortly after further Liberal clauses were aggregated to the constitution 

of 1857. Among these were that the Church and State were declared independent of one 

another, forbidding the Church the right to acquire real estate; condemning the use of 

forced labour; and declaring as invioIable, the protection of individual fkedom with 

respect to labour, education, and religion. 

The constant poIitical struggle between Liberals and Conservatives during the mid 

1800's through 1876 postponed the consoIidation of Mexico as a nation. However, the 



legacy of these conflicts became tremendously important to the definition of modem 

Mexican culture. It established a strong Liberal tradition as the basis for modem Mexico 

including Republicanism. Federalism. Representative Democracy, an emphasis on 

individual liberties and a renewed sense of Nationalism. As Reyes Heroles argued, 

"[T]he transformations of the 1850's and t860's, the reform. and the struggle 
under the leadership of Benito Juirez -initially against the Conservatives, and 
later against the French Armed forces and Emperor Maximiliano- emerges as a 
time when the nation was truly formed (Parcero. 1971 :443). 

The third period of the Conservative-Liberal strife emerged during the regime of 

President Porfirio Diaz (1 876- 19 10). Diaz gave the Conservative-Liberal interaction 

renewed emphasis. Based on a program of national modernization, Diaz gave the country 

its first period of political peace and economic growth since its Independence, achieving 

equilibrium between ideological and economic interests. known as Par Porfiriana. 

The Porfiriuto pursued a development strategy that drastically modified power 

reIations in three main areas. First. Diaz promoted the emergence of a renewed industrial 

bourgeoisie and the consequent creation of an industrial proletariat (Garcia Cantu, 1969; 

Batiz Vazquez and Cardoso, 1989). Secondly, he supported the transformation of 

agricultural activity leading to the apparition of an exporting agricultural bourgeoisie 

(Colmenares. 1 982; Brachet Marquez, 1 996). Finally, he allowed for the establishment of 

what have been called 'imperialists enclaves,' with foreigners being given licences to 

exploit Mexico's natural resources in exchange for their political support as well as for 

the development of basic infkmcture (GiIIy, 1990; Bazant, 1995). Probably the most 



important characteristic of these three transformations was the substitution of locd capital 

for foreign investment as Mexico's engine of growth and development. 

Another important feature of the Porfriato was its relationship with the U.S. 

government. The viability of the Diaz regime when he assumed power in 1876 was 

highly dependent upon recognition by the U.S. government. As Leal (1972) observes, 

Diaz gave special treatment to foreign investors. particularly in respect to railways, 

agriculture. cattle. mining, banking and petroleum exploitation. By 19 10, foreign 

investors controlled 80% of the capital of the 170 most important companies in the 

country (Leal. 1972). The result of these policies was that the Mexican economy 

practically relied on foreign hands and the pursuit of foreign interests. 

This new foreign bourgeois formed a hegemonic faction among the local elite. 

Besides the advantages of their massive capital investments, being international 

monopolies and having diplomatic support from their counties of origin. these 

corporations enjoyed preferential treatment by the Mexican government. These inciuded: 

(a) unequal economic remuneration for equd work between foreign and national workers; 

(b) the dimination of any requirement for the reinvestment of profits back to the nation; 

and (c) significant tau advantages (MilIer, 1985). 

Even though the Porfiriato gave rise to an industrial proletariat. the newly 

empioyed labour force had to perform under a very demanding environment (Leal, 1972; 

and Garcia Can* 1969). Something similar happened to the nation's agriculture sector 

with large landowners obtaining enormous land areas and exploiting peasant labour much 

in the same manner as factory managers exploited their industn*al workers. In general, 



Mexican labour was replaced by better trained and better paid foreign labour. When 

massive strike movements started to emerge, the Diaz regime responded violently, 

repressing any worker rebellions against foreign patrons. The regime's function was 

limited to promoting what it believed was to be the best environment for private sector 

initiatives. The Porfiriato developed an interesting and uniquely Mexican economic, 

political and social mixture: while cIearly Liberal on the economic side, it was highly 

Conservative in the social and political side. New economic stakeholders received 

opportunities and preferences fiom a regime, which also promoted minor social and 

political change. Consequently. Diaz gathered support from both the Conservative elite 

as well as From powedul foreign interests. 

Through these three Liberal historical stages, Medcan Liberalism evolved through 

a series of dialectical opposites; as a Spanish colony then as an independent nation; 

between a local monarchy to a Liberal Democracy; and between local to foreign driven 

development. These clashes gave rise to the birth of a new, moderate social and political 

consciousness. the Mexican version of Liberalism, referred to as 'Mexican Social 

Liberalism,' that ttlourished with the Mexican Revolution (Reyes Heroles, 1982). 

The Conservative-Liberal dialectic is important to Mexican history because it 

transformed the nation from a highly Conservative Spanish colony, to a highly Liberal 

republic after 1857, fhrther evotving into a balanced regime based on the Constitution of 

1917. This period witnessed the gestation and growth of a temperate Liberal doctrine 

evolving as  one of the major elements in the history of post conquest Mexico. As will be 



discussed later, this Conservative-Liberalism struggle plays a central role on the direction 

to be taken by the current Neo-liberal reform and in the future of Mexico. 

Elitism versus Populism 

Elitism and Populism are also very important concepts to the evolution of Mexican 

history. Elitism stems from the French concept elite; that is, groups formed by the 'best' 

members of a community. I t  designates a select group of individuals based upon 

political. scientific, cultural and economic terms. The term elite has a connotation of 

distance or separation From the masses. thus suggesting social exciusion and 

discrimination. PoliticalIy. it denotes the hegemony of a particular group. usually 

selected on the basis of intellect. merit. racial origin. or heritage that are responsible for 

running the State. Therefore, elitist is whatever is organized and performed by an elite. 

The term elite in its political sense was developed by the elite theories of Mosca 

(1939). They argued that it is in society's nature to distribute power asymmemcally 

between two or more sectors. Regardless of the political systea and the number of 

sectors comprising society. dways a minority of individuals will maintain control and 

power over the rest; such a sector is referred to as the governing elite or the political elite. 

This sector becomes the "ruling class" (Meisel, 1962), or the "political elite'' (Pareto, 

1966). According to Mosca (19391, elites have three particular features: being aware of 

their advantageous situation; having particular agendas to take advantage of their 

preferential status; and being deliberately organized and united to accomplish their gods. 

These three characteristics can be cIearly observed in Mexican politics. 



The elitist tradition in Mexican culture stems from its Aztec and Spanish heritage 

(Mills, 1967). Both Aztec and cotonial societies were highly hierarchical and elitist. 

Theological arguments supported the Aztec emperor and the Spanish monarch as heads of 

State with government legitimized by divine mandate. Therefore, their power could not 

be questioned. Consequently. society was arranged on a non-egalitarian basis. The courts 

sunounding the Emperor and the Monarch benefited from such arrangement, receiving 

nobility titles, land and slaves by 'God's grace.' 

After the Spanish conquest. the Iberian social hierarchy replaced the Aztec social 

arrangement. Since the conquerors believed native Indians were sub-humans that lacked 

a souI. heir moni obligation was to humanize them through strict religious 

evangelisation. Colonial society adopted a two-class system composed of a small 

European elite and a large mass of natives. The combination of these classes gave rise ro 

a complex structure of gradations filling the intermediate sectors of society. The larger 

the Spanish, or white. genetic component, the higher mobility within the social hierarchy 

(see Bernal Diaz del Castillo, 1963). 

As with the Aztec emperors. colonizer power was held in the hands of a single 

individual surrounded by an elitist court. The viceroy was the highest authority appointed 

by the King of Spain. He acted as Governor General, President of Audiences, Head of the 

Real Hacienda, Captain General of the Armed Forces and Vice-Patron of the Catholic 

Church (Miller, 1985). According to this system, ruling depended upon a strict three- 

Iayer cIass system made up by Penimlares (Spaniards transferred to 'New Spain'); 

Criollos (Spaniard descendants born at the colonies); and Mestizos (mix of Spaniards and 



locals). These differentiation of class and race remain influential, giving rise to the 

current elitist social and political organisation in modem Mexico (Smith, 1979). 

While Elitism is an ancient phenomenon, Populism is a twentieth century 

occurrence. Populism refers to the tendency to implement short-term political and 

economic measures oriented towards generating popular support, regardless of any mid or 

long-term consequences. Populism is the socio-political phenomenon of the gathering of 

the masses around the 'twentieth century sorcerer' ready to offer paradise at the turn of 

the comer. Populism thus represents all demagogic or popular concession of a politician, 

usually called 'cuadillo ' in Latin America, 

Populism is characterized by the strong personalized leadership of a caudillo, whose 

will is stronger than any doctrine (Evans and Newnham, 1990). Populist caudillos 

usually propose a welfare State reform and portray economic Nationalism, appealing 

more to emotion than to reason, often offering 'magic solutions' to existing problems. As 

explained by Van Niekerk (1974). Populism traditionally rails against native oligarchs 

and foreign imperialists, and assumes an apparent radical stance. Masses in extreme 

poverty are particular prey to the offers of Populism, since they are easier to seduce 

through promises of social justice and emancipation rhetoric. 

It has been argued that Populism is not an ideological movement but merely a 

phenomenon of mass mobilization without a doctrinaire compass (Ionesu, 1969). Others 

have argued that Populism is not an exercise of Democracy since it often leads the masses 

to push for actions against their common interests (Van Niekerk, 1974). Moreover, it 

could be considered antidemocratic since Democracy implies free, reflexive participation 



in tasks of genera1 interest, while Populism is instead formed by emotional and irrational 

massive reflection. For Van Niekerk, "cmidillos fascinate the masses while serving the 

oligarchies" (1974:4). 

This practice has been particularly attractive to Latin American politics (Singer, 

1969; Van Niekerk, 1974; and Castafieda, 1993). It was practised by Argentinean 

President Juan Domingo Peron in the 1940's. and by Venezuelan and Brazilian Presidents 

Betancurt and Kubitschek in the late 1950's. In such cases. Populism has been a response 

to excluding racist societies where 'heroic' chusmas (Mexico), descamisados (Argentina), 

or marginados (Brazil) attempt to acquire certain identity by taking to the meets and 

providing unconditional support for the caudillo. 

In Mexico. Elitism was maintained by Populism between 1938 until 1980. During 

this period Mexico experienced an unprecedented period of political stability and an 

unprecedented economic bonanza. This period has been referred to as the 'Mexican 

Miracle' or 'Stabilizing DeveIopment' (Carmona, 1970). Keynessian economics 

legitimated a central planning economy and a commitment to state-centdist development 

politics. Simultaneously, the militaristic activism of the United States generated a 

significant demand for Mexico's natural resources, leading to exceptional economic 

growth. Such conditions allowed politicians to follow the trend and execute populist 
w 

measures that legitimized a semi-democratic and semi-authoritarian regime (Smith, 

1979). 

Populism reached its peak during the administrations of Echeverria and Lopez 

PortilIo. Echeverria, for example, carried on a "popuIist demagogic rhetoric and 



behaviour ... (He) encouraged trade-union militancy and attacked foreign and domestic 

businesspeople for exploiting the country" (Wiarda and Kline, 1990:355). Lopez PortilIo 

is seen as the epitome of Populism in Mexican history (Sanderson, 198 1 ; and Reynolds, 

1970). He employed the recently discovered petroIeum resources to b d  a development 

project based on public expenditures and the allocation of subsidies. During his 

administration the number of SOEs multiplied participating into every aspect of the 

economy, with the objective of carrying out popular policies in exchange for political 

support and regime legitirnization. 

UnIike Elitism. however. Mexican populism has diminished since the financial 

crisis of the early 1980's. The new development strategy demanded financial restrictions 

that required the abandoning of expensive populist practices. However. Elitism has 

continued to be a central element of Mexican politics. Despite the economic recessions 

and political instability observed during the 1980's. the political elite continues enjoying 

its preferentiaI status through to the present time. Not until the mid 1990's has the 

traditionaI regime become challenged at the electoraI poils by the triumphs of opposition 

parties in governorship's and congress elections. Consequently, the eiite has assumed a 

very active role in Mexican politics with the objective of protecting a system of political 

and economic privileges that has endued over si.uty years. The role that this elite plays 

on the present modernization process will be taken up in a subsequent section. 



Nationalism versus Mulinchismo 

Nationalism introduces definitional problems since it can be used for different 

purposes and interpreted fiom different perspective. It could represent adhesion and 

support of national causes vis-a-vis policical, cultural. economic or military threats from 

foreign sources, or simply irrational chauvinism supported by 'patriotic' mythology. 

Healthy Nationalism could be manifested by loyalty to national interests and in the 

defence of fiee determination. On the other hand, pathologic Nationalism perverts 

national sentiments demanding territorial expansion, is bellicose. and forces impositions 

of its will on other States. along with col1ecfive intolerance and megalomania (Aguilar 

Garcia. 1986). 

Nationalism can be viewed as a sentiment and as an ideology (Evans and 

Newnharn. 1990). In the first sense, Nationalism "is the premise that the individual's 

loyalty and devotion to the nation-state surpasses other individual or group interests" 

(Encyclopaedia Britannica 1999). Thus. Nationalism implies shared loyalty by a group 

of individuals towards a common 'nation.' Accordingly. through Nationalism a group of 

individuals bond together with a subjective set of commonalties such as shared language, 

religion, history. etc. Nationalism is therefore a phenomenon that can be nurtured through 

socialization. It can be taught and diffused through the regular interaction of the 

population, regardless of social class or interest (Rondero, 1969). 

With respect to the use of Nationalism as an ideology, it represents the link between 

a 'national' entity with cultural objectives such as self-determination and sovereignty with 

independence. Nationalism has been relevant to the development of many nations 



especially when it is manifested as  a negative, confrontationist or 'militaristic' force 

directed against former colonizers or invaders. For Evans and Newnham (1990:262), 

"Nationalism is not only the most potent force in world politics, it is also, judging by 

mere numbers. the most  success^." Nationalism has piayed an important role in 

Mexican history, characterized by an anti-colonialist and anti-foreign domination 

connotation. 

Nationalism often incorporates an admiration of national heroes that have defended 

the nation's ideals, customs, laws. language, beliefs, art, memories. religion and way of 

life. Nationalism often leads to ethnocentrism or nation-centrism: the belief that one's 

nation is superior to others and thus possesses the right to invade and dominate others. 

Finding a foreign enemy helps define and reinforce internal unity, legitimating repressive 

actions. Nationalism in this sense. is we11 illustrated in the cases of Mamas l'action 

Francaise in France. Hugenberg's Liga Pangermanica in Germany, and Corradini's 

dssocia;..ione ~Vuzionalista in Italy. On occasions. Nationdism is racist, since national 

superiority implies ethnic superiority. For example, the fascists called for blrrr und buden, 

blood and country, with a heavy load of xenophobia and chauvinism. Examples of radical 

Nationalism include Hitler's nacionalsocialism (or nazism) or Franco's 

nacionalsindicalismo (or falangismo) supported by two sets of political doctrines: 

Nationalism and racism and Nationalism and religion, respectively. 

Another important fonn of Nationalism was deveIoped mainly in Latin America 

This version has often turned into Iefi-wing Nationalism by pretending to consolidate 

local senses of nationalisms and protect whatever is perceived as nationat against foreign 



imperialism. This type of Nationalisms is centred around the defence of local values 

against foreign influences as welt as focus on the anti-nationalistic attitudes of the local 

elite. It defends culture, language. locai institutions, state management of economic 

resources, as well as its currency and its market. 

A particular feature of such Latin American Nationalism is its heavy 'anti-yankee' 

emphasis. This is rooted in the rejection of the historical American control of the natural 

resources in several Latin American nations. its constant political interventionism in the 

region and for its hegernonic control of the local economies through its trans-national 

corporations. It is also directed against the International Monetary Fund and the World 

Bank's conditional aid. neo-cotonidism. foreign policy dominance. and for its overall 

impression that relevant decision-making is made outside its national boundaries. An 

obvious consequence of NationaIism in Latin America has been exacerbated xenophobia 

and extreme chauvinism (Brading, 1980). 

David Brading supports such a view with respect to the Mexican case in his 

remarkable Los Origenes def ;\racionalismo ibfexicano (1980). He maintains that 

Nationalism has been centraI to the historic evolution of Mexico. Accordingly, Mexican 

Nationalism appeared during the late 1700's. being extremeiy influential during its 

historical evolution and continues to be so today. During the last two hundred years, 

Mexican Nationalism has developed particular interpretations around a common idea; its 

defence of sovereignty with a significant xenophobic cornpotlent. Condnuous episodes of 

foreign intervention, such as the Spanish conquest, French invasions and fkquent 

American interventionism in local affairs, gave rise to a ~ L Y  of distnrst, fear and 



intolerance of foreigners. On several occasions Nationalism turned hostile, unravelling 

into extreme Nationalism and ethnocentrism. nurturing repulsion of foreigners, mostly 

against Spaniards, French and people from the United States. 

By the turn of the century, Mexican Nationalism expanded its significance by 

adding a new sense focusing on a search for social justice and external isolationism. As 

Cordoba (1978) argued, the MeGcan Revolution was the first major revolution combining 

a largely anti-foreign emphasis linked to an innovative social agenda. Nationalism has 

defended the supremacy of local decision-making and enforcing authority, in isolation 

from its external community. finher encouraging a Statetentred bias. Particular social 

groups such as the members of the 'Revolutionary family.' the PRI political elite as well 

as the leaders of Mexico's larger labour unions. have exploited such an interpretation of 

Nationalism throughout history at their convenience. It has become in Mexico a device to 

artificially enhance national pride. generate favourable public opinion of government 

leaders and their policies. as we11 as to legitimize particular political agendas. 

.l.lalinchismo. on the other hand, represents the direct opposite of Nationalism. It is 

the Mexican version of chauvinism. According to popular belief, Malinche, a Maya 

native, betrayed her own ethnic group and culture by assisting Heman Cortb conquer the 

Aztec civilisation in I52 1. Winche learned the conqueror's language and became one of 

the first Spanish-Nahuatl transIators. As well, she became Cortiz's mistress and gave 

birth to some of the first Criollos in the new world. Therefore, for Mexico blalinchismo 

has a double significance (Cypess, 1991). it represents the preference for foreign items 

and people over those that are local or national; as well it signifies the end of a pure native 
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race and culture and the beginning of an ethnic and culturaI merger. Throughout history, 

Mexicans have simultaneously developed a distrust of foreigners and a depreciation of 

their own abilities and accomplishments through the practice of i~afichismo. At Ulises 

Criollo (1935), Jose Vasconcelos provides a thoughthl explanation for such a 

contradictory dichotomy. Accordingly. the merger of the best features from both cultures 

(ie. the artistic emphasis of the Aztecs and the 'virtuosity' of the Catholic Church) 

allowed for the foundation of a 'Cosmic Race,' capable of developing a superior level of 

civilization on the grounds of what seem to be confiictive values. These dichotomized 

ideas remain strong features in present Mexican culture. 

Authoritarianism versus Democracy 

The literature on Authoritarianism and Democracy is extremely rich and has 

particularly attracted the attention of social scientists since the end of the Second World 

War (Rustow. 1967; Evans. Rueschemeyer and Skocpol, 1985; Migdal. 1988; and 

Huntington, 199 1). Authoritarianism is defined as a blind submission to authority. It is 

opposed to the ideal of individual capacity to think and act at liberty. Authoritarianism 

indicates any political system that concentrates power in the hands of an individual or an 

elite and who is not constitutionally accountable to the popdation (McCullough, 1989). 

Democracy on the other hand, is the exact opposite of Authoritarianism. In its 

simplest term, it is 'the rule of the people'. It is a h e  and open system of social and 

government organisation. As Boja, et, al. (1996) suggest, Democracy is the only 

political regime that aUow for power transference without bloodbath- As the government 



*of the people,' Democracy is the source of the term 'national sovereignty'; which gives 

people the final last say over their social destiny (Bobbio, 199 1). For the purposes of this 

study, Democracy is more than just a form of government, it is also a form of social and 

power organisation promoting open participation between government and it's people; 

framing individual-individual and individual-government relations. Democracy is also a 

goal. with each country trying to develop its own democracy according to its unique local 

characteristics. it is an everyday process. 

With respect to the Mexican case, Authoritarianism originated just a s  Centralism 

and Etitism did; fiom the Aztecs and the Spanish conquerors. For the Aztecs, tradition 

and religion legitimized authoritarian decision-making. Decision-making regarding 

subsumed social groups was arbitrary, and maintained by means of the power and control 

of the emperor. Authoritarianism. like Centralism. was also derived fiom the teachings of 

the medieval Catholic Church and fiom medieval Spanish politics. 

Centralism. Elitism and Authoritarianism remained constant during the three 

hundred year colonial period. However, the independence movement of 18 10 adopted 

Rousseaunian ideals of freedom and liberty, substituting old authoritarian practices with 

new principles such as Democracy and republicanism. These became the central basis of 

the first local Constitution in Mexico in 182-1. Democracy. however, remained more an 

ideal than a reality. Throughout the nineteenth century, elections were organized 

irregularly. Commonly, the elected regimes faced insurrections, which in turn fed to 

illegitimate regimes, followed by convocations for new elections. Since democracy did 

not have local roots, this period produced a slow evolution of democratic id& into a 



political culture. "It remained an ideal to strive for, often uncomfortably coexisting 

dongside the older and deeply entrenched authoritarian tradition and competing with it 

tbr power" (Wiarda and Kline, 1996:13). 

Democracy has continued its struggle in modem Mexican history. It became the 

issue under dispute during the dictatorship of Porfirio Diaz and protided a basic argument 

for the Mexican Revolution. The post-revolutionary regime developed a particular 

interpretation of Democracy, as the political culture turned institutionalist and corporatist. 

Although elections were organized regularly, they practically relied on a single party 

system. Consequently. for seventy-five years and until 2000. the same party had been 

victorious in every presidentid election in Mexico. 

During the last decade Mexico has experienced a dramatic shift towards 

Democracy. It was not until I988 that an opposition party won a State governorship 

election for the first time (Shchez. 1999). today this same party (PAN) defeated the PRI 

in the presidential elections of July 2, 3000. The political reforms of the last decade that 

allowed the consolidation of Mexican Democracy will be expanded on in the fbllowing 

section. 

Mexico's Present Context 

Mexico has experienced drastic economic and political reforms over the Iast twenty 

years. The central-State piaaning modeI, which had reached its peak during the 

administrations of Presidents Echeverria and Lopez Portillo, was severally challenged 

during the early 1980's. The immense foreign debt accumulated during their terms to 



sustain their traditional development paradigm led to the first of two financial crises in 

Mexico history. The 1980's were characterized by economic recession, political 

instability and social unrest. This is the decade referred as the Lost Decade (Ortega, 

1994; Alvear Acevedo, 1995; and Vizquez, Falcon and Meyer, 1998). 

In 1982, President De la Madrid initiated a moderate process of economic reform, 

through some decentralising and deregulating of economic activity. During this period 

Mexico joined the General Agreement of Trade and TariflFs (GAlT), modified its 

co&ontational foreign policy with the US., and initiated a comprehensive program of 

SOE privatization officially designated as the NationaI Program of De-incorporation and 

Administrative Simplification (Rogozinsky. 1994). 

President Carlos Salinas assumed power in 1988 and re-invigorated the reform 

project he had conceived and promoted as De la Madrid's Minister of Planning and 

Budgeting. Salinas reform project. called Social Liberaiism (SL), dominated the 

presidential political agenda From 1988 to 1994, and provided the ideoLogica1 basis of the 

"most important reforms seen in Mexico since the Revolution of 1910" (Sanchez y 

Fernandez, 1996). 

Salinas' SL reform extended into almost every aspect of Mexico's political, 

economic and social systems. According to Salinas, this ideology contributed toward the 

country's development by merging the progressive efficiency of the Liberal agenda ( k r  

markets, smder States and reduced reguiations), with the social agenda inherited 6om 

the Mexican Revolution. It developed a balance between the Neo-lriral reform 

programs and the traditional central State planning policies of previous administrations. 
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According to Salinas (I989:2), "mhe reform of the Mexican State is a response to the 

needs for economic and political opening, growth with social justice. and an efficient 

insertions of Mexico into the world order." 

Salinas' SL reform was a cornerstone in the history of modern Mexico. It 

represented the abandonment of the development paradigm that had dominated the 

country for six decades, and the sudden adoption of a totalty different paradigm, which 

legitimately or not. laid the basis for the development of a new nation. The traditional set 

of ideas inherited fiom the Revolution and used to sustain the central-State planning 

regime. such as nationalism. sovereignty. conservatism, etc. were replaced by a new set of 

ideas based on free trade. modernization. global integration. and international 

competitiveness. 

Salinas' sexenio concluded within a fierce battle between the traditionalists and the 

reformers. Surprising events such as the Chiapas rebellion (January t994) and the 

political assassinations of the presidential candidate Luis Colosio and the PM's general 

secretary Jose Francisco Ruiz Massieu (March 1994) polluted the poiitical environment. 

President Ernesto Zediilo assumed power in December 1994. just a few days before the 

most dramatic financial crisis in Medco history occurred (Cansino, 1998). Zedillo 

continued with Sdinas's reform of the State including the extensive deregulation and de- 

incorporation program initiated in 1988. His administration has accomplished economic 

recovery as well as promoted the development of a new political regime characterized by 

the first truly plural Congress in modem Mexican history. The PRI opened up its 

candidate selection processes as a reaction to stronger opposition parties and a new 
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political openness and democratic culture. This led to the election of Vicente Fox, the 

leader of an opposition party. in the 2000 presidential elections. I t  has had an enormous 

effect on the traditional political cuiture nurtured through decades by a set of myths, ideas 

and beliefs. These are now being highly questioned and are on the verge of 

transformation or abandonment. 

Challenges Facing Modem Mexico 

The results of the 2000 presidential elections put Modem Mexico at the verge of a 

crossroads. The balanced power distribution between a PAN Presidency and a PRI 

dominated Congress present Mexicans with the opportunity to choose between two 

competing strategies to guide the nation's development through the next decade. 

However. making such choices are not as simple as they might appear. The two candidate 

models or strategies are opposite to each other and represent two distinct ends of an 

ideological spectrum. In a strict sense. these options represent Conservative versus 

Liberal convictions (Cmona. 1970; Ortiz Men& 1998; and Vizquez. Falcon and Meyer, 

1998). 

Since the late 1980's, Mexico has experienced a transition between conservatism 

(and its Import Substitution Industridization model) into Liberalism (commonly referred 

to as the 'modernization' strategy on 'Neo-liberal' or 'outward' development model). 

Among other features, the Neo-Iiberai strategy is based on freer economics and politics, 

including a smaller role for the State in the economy, economic deregulation, and the 

emergence of a stronger democracy. This mode! has been praised for leading to economic 



prosperity between 1988 and 1994. However, a s  occurred in the case of the IS1 model, 

Neo-Iiberalism has also been accused for eventually leading the nation into economic 

recesson. 

As a result, the pace at which Neo-liberalism has replaced IS1 has been reduced. 

After a vigorous beginning, the Neo-liberal reform process has increasingly faced 

political and economic hurdles. First. the Neo-liberal strategy has lost credibility as an 

acceptable economic model due to the increase in poverty Ievels that is associated to 

market-based economies. The Neo-Liberal reforms that were initiated in the United 

States and Britain have been substituted for more moderate policy-making in the world. 

Reagan and Thatcher's Neo-liberalism have been replaced by more Conservative 

strategies of the Democrat and Labour parties, respectively. Moreover. other Neo-liberal 

projects simiiar to the Mexican project carried out in other developing countries, such as 

hgentina, Chile and Brazil, have led to economic recessions similar to the one 

experienced in Mexico in 1995. Neo-liberalism has also been also accused of being etitist 

and anti-nationalist. It is increasingly held responsible for widening the gap between the 

rich and the poor by providing better opportunities for the upper ciasses and sentencing 

lower classes to misery. It has also been accused of 'selling' the nation to foreign interests 

alienating national sovereignty. 

Secondly, the transition has become strongly politicised. The political arena has 

become highly dichotomized over support for or opposition to Nee-liberalism. For 

example, out of the three most important political parties in Mexico, one has adopted a 

favourabIe stand (Partido Accion National, PAN); a second party has taken an opposite 
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stand (Parrido de la Revolution Democrtitica, PRD); and the third party has divided right 

down the middle between change and status quo (PN) (Brachet Mirquez, 1996; and 

Meyer, Sherman, and Deeds, 1999). Consequently, whether positive or negative, 

sentiments towards the Neo-liberal reform have found a channel for expression within the 

current political arena in Mexico. 

The competing development projects have two clear sets of supporters: those that 

clearly demand the maintenance of the status quo and those that favour change. The later 

group is formed by the members of the political elite constituting of the 'Revolutionary' 

family.'" also known as the 'dinosaurs' of the political system (i-e. old PRI members). 

For decades they have enjoyed the benefits of economic and political preferential 

treatment. This group not only rejects Neo-liberalism, but also demands the reinstallation 

of the IS[ program. For them Neo-liberalism is an ideology imposed from outside that 

betrays the original spirit of the Mexican Revolution. They argue that this model 

abandons the masses and benefits a new economic elite. causing increased poverty and 

unequal development for the different components of Mexican society. 

The PRD victory in the 1997 Mexico City elections were a clear indication of the 

general population's rejection of the Neo-liberal agenda and their grief for the 'statist' 

model of populist policies. The PRD represents such strong opposition to the Neo-liberal 

project in Mexico that had it been victorious in the 2000 presidential elections, it would 

'O The "Revolutionary Family" is composed by a political elite, which has consenred 
power since 1921 until present. This concept is explored and discussed by G i y  (1990) 
and Aguilar Camin and Meyer (1 999). 



have immediately neutralized most of the Neo-liberal reforms and returned the country to 

a regime closer to that that had existed under the IS1 model." 

O n  the other hand. younger sectors of society led by a group of 'technocratic' PRI 

and PAN members fi l ly supports the reform agenda. The Neo-liberals accuse the 

traditional model of being exhausted, anachronic and anti-democratic. Instead, they push 

for the completion and consolidation of the Neo-liberal reform, beyond any point of 

return, Support for Neo-liberalism is found within the industrialists, merchants and 

professional _goups who see new opportunities h m  iiberalised markets. In their view, 

the Weo-Iiberd reform eliminates enormous regulatory limitations to their activities, 

providing new opportunities to invest locally and pursue commercial endeavours abroad. 

These Neo-liberal groups demand the culmination of the transition process and the 

complete strategic commitment to Neo-liberalism. They believe that only through the 

total engagement to the Neo-liberal model will Mexico liberate the 111 potentials implicit 

with such a model. Accordingly, the longer Mexico remains 'stuck in the middle' 

between the IS1 and Neo-liberal strategies, the less attractive the nation becomes to local 

and foreign investors (Fuentes and Lurnbrens, 1996); and only a full transition between 

models allows for the development of a new economic, political and social strategy for 

Mexico. 

In between the -statists7 and the Neo-liberals stand a large 'neutral' group of 

citizens undecided as whether to support either any of the two existing options, or to wait 

" For an analysis of the PRD political ideology see Cansino (1998) and Sanchez (1999). 



for a third one to appear. This group believes that both projects possess positive as well 

as negative elements, making their choice a diflicult one. They like both Statism's 

concern for the masses as well as Neo-liberalism's emphasis on individual liberties. 

Simultaneously, they dislike Statism's authoritarianism and Neo-liberaiism's extreme 

individualism. Obtaining the poIitical support of the neutral group has become a priority 

of both -statist' and Neo-liberal groups. Both groups have launched extensive campaigns 

to attract supporters by adopting radical stands and by blaming each other for the nation's 

problems. 

While postures have become increasingly radicalized between these two groups, 

Mexico has slowly continued on its path towards Neo-liberalism. Throughout a fourteen- 

year period, Neo-IibenIisrn has modified the financial system, industrial operations and 

internal and external commercial regulations. Politically, Neo-liberalism has transformed 

the electoral mechanisms and reformed federalism. Although the Statists have 

collaborated in some of these reform projects. they have opposed most of them; 

particularty those projects dated to the reform of key areas, important to their own 

agenda. 

Despite the apparent victory of the Neo-liberal model there is stiIL an important set 

of areas to be transformed before considering the transfer to Neo-liberalism as completed. 

Further areas programmed for Iibedisation by the reform agenda deal precisely with 

those areas considered strategic to the IS1 model such as the petroleum and electricity 

sectors. Statists maintain that these industrial activities must remain completely under the 



control of the State, as well as continue to limit foreign investment considered 

unacceptable. 

Until now. Neo-liberalism has k e n  very careful to avoid these sensitive areas in 

exchange for some liberty to refonn in other areas. However, the reformers are 

committed to the complete application of their agenda in order to unleash its 111 benefits. 

Consequently, the liberalisation of the energy sector and the refonn of foreign investment 

regulations are considered as the next cruciaI steps for the Neo-liberal agenda in Mexico. 

Why is the petroleum industry so important to the transition process? It is very 

significant because the reform of the energy sector, particularly oil, has important 

economic, social and political implications. Economically. oil exports represented 40% 

of export revenue and 60% of fiscal income in Mexico (in 1998). Politicaily, PEMEX is 

an icon of the political regime established as a result of the Revolution, and a pillar of the 

political agenda and development paradigm that emerged from it. As weil. the petrotem 

sector has a significant cultural significance in Mexico since it is identified with two 

important historical events. First. P E E X  represents a very important icon of the 

'revolutionary' era. It embraces the principles of oil sovereignty estabiished by the 191 1 

Revolution, tbrrnalised in the I9 17 Constitution. Second, PEMEX is the direct outcome 

of the 1938 expropriation of foreign petroleum corporations; the most important seIf- 

determination event in Mexico's post-revolutionary era. It represents a national 

enterprise, capable of the successfid exploitation of 'strategic' resources previously 

controlled by foreigners. 
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PEMEX is synonymous with Mexican nationalism, sovereignty, independence, 

central planning, and popuiar solidarity against foreign threats. It represents a triumph 

over enormous external hurdles and powerfid foreign interests, becoming for Mexico the 

ultimate symbol of its defence of defence and nationalism. PEMEX is thus a key element 

of the Mexican culture representing the ultimate symbol of nationalism and sovereignty 

for the masses; values that are piilars of the IS1 model. For the Statists, having a 

petroleum industry in the hands of the State is the utmost symbol of its IS1 heritage, and 

any attempt to liberalise this sector represents a direct h e a t  to the survival of their model. 

PEMEX represents their last fighting trench. 

For the Neo-liberals the liberalisation of this industry represents the last and most 

important challenge left for the cornpietion of the Neo-libera1 modernization process and 

would complete the retbrm of the Mexican State. It would signify the victory of the Neo- 

liberal reform over the IS1 and Mexico's total commitment to a Neo-liberal development 

strategy. Such an accomplishment would send very positive signals to foreign and local 

investors of the consoIidation of the Neo-liberal regime. 

For the Statists the successN defence of petroieum status quo against the Neo- 

liberal attack would mean that the IS1 is not over, and may well return to challenge Neo- 

liberalism. Statists see the Neo-liberal program as an attempt to terminate their political 

hegemony. In their view, IS1 is f z  fiom being substimed by Neo-liberalism. Instead, the 

Neo-liberd agenda represents a temporary project incapable of gathering enough support 

to replace their Mtional one. Statists believe Mexico, after a short period of time, will 

restore the traditional agenda overturning the temporary Neo-Liberal distraction. 



For the reformers, Neo-liberalism is a logical substitute for the ISI. Its success 

depends on their capacity to gather enough political consensus among interest groups to 

abandon the Revolutionary ideas and adopt Neo-liberal ones. Although the reformers 

have been successN in carrying out their agenda during the last decade, their strategic 

model still has not yet gathered sufficient consensus to complete the substitution. The 

successfUl reform of the petroleum industry would signify such substitution. This 

scenario illustrates the relevance of the selected case study of PEPUIEX, Critical Theory 

and public policy-making in Mexico. 

The liberalisation of the petroleum industry in Mexico would be the turning point 

representing a 'political revolution.' An unsuccessll reform would suggest that 

Mexicans look back to previous Statist practices for their public policy. 

Summary and Conclusions 

This chapter provides a concise review of the most important historical and present 

events and ideas that impact on the reform of the Mexican State. focusing on the ten most 

important ideologies in the nation's evolution. A comprehension of these ideologies is 

very useful in the understanding of modern political culture in Mexico and is essential 

contextual understanding for this case. There are many other ideas that have left an 

imprint on the current set of ideas, beliefs and customs that define present Mexican 

culture. However, the five sets of ideologies that have been identified have been the most 

influential and are sufficient to carry out the objectives of this research. Table 3.3 
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summarizes the presence and evolution of these ten ideologies through the ten stages of 

Mexican history. 

With respect to the study of PEMEX's current context. its' liberalisation is one of 

the most important events conf?onting the present and hture of Mexico. The outcome of 

today's energy reform initiative will have an enormous impact on the course of history. 

Its  success or defeat represents the victory of one of the two competing development 

paradigms. While a success~l liberalisation indicates a commitment to the Neo-liberal 

program. its failure announces the end of Neo-liberal reform and the potential return to 

the Central State strategy. Although the historical information presented in this chapter 

facilitates the understanding of the present petroleum culture and the circumstances 

surrounding petroleum reform, the following section explores the particularities of the 

Mexican energy sector. These two chapters provide the historical context information 

required for Critical analysis. 





CHAPTER FOUR: 

The Mexican Energy Sector and PetrQleos ~Mexicanos. 

Introduction 

Throughout the twentieth century. the energy sector and particularly its petroleum 

sub-sector. has played a key role in Mexican history. Ever since the Mexican Revolution, 

petroleum has been employed to support a particular social. economic and political 

arrangement. Politically, the energy sector became a pillar of the system founded on the 

doctrine of the Revolution of 1917. by becoming one of the utmost symbols of 

nationalism and sovereignty. Economically. oil production became the largest source of 

fiscai revenue required to finance the social expenditures used to legitimize the regime 

founded by the Revolution. 

According to the energy framework established by the 1917 Constitution, the 

Mexican State is responsible for the construction of basic energy infkasvucture and for the 

management of the exploitation and hansformation of the nation's natural resources into a 

stable supply of energy for the population, PEMEX was founded in 1938 to be solely 

responsible for carrying out this Constitutional decree. 



As petroleum became more sigdicant to the international economy, PEMEX grew 

to be the largest and most important organisation in Mexico and acquired a a strategic 

relevance for the Mexican economy. Some basic statistics illustrate this point. 

During the last two decades petroleum exports represented up to 60% of total 

Mexican exports and up to 55% of total government's revenue (PEMEX, 1999a). 

PEMEX's investment programs have consumed over one quarter of the h d s  

available for public sector investment (Ministry of Energy. 1999b). 

In 1998. PEb1L.X was the fifth largest oil firm and had held the 14" largest natural 

gas reserves in the world. 

In the same year, the energy sector generated 3% of the Gross Domestic Product 

(GDP). 34% of the total public revenues and contributed 57% of the total public 

sector invesunent budget (PEMEX. t999b). In 1998 3.5 million barrels of oil and 

700.000 equivalent barrels of n a n d  gas were extracted per day, generating 35% of 

total Mexican exports and 41% of fiscal revenue (PEMEX, 1999~). It supplied 

approximateIy 4.000 service stations with PEMEX branded gasoline and lubricants 

(Ministry of Energy, 1999a). And its hels were used for generating 73% of the 

nation's electric power and for operating 65% of its industrial parks (INEGI, 1998). 

Despite the enormous reIevance that PEMEX has had on the Mexican economy 

over the last few decades. throughout its history it has also acquired an essential role in 

Mexico's society. The strong mentat associations created between PEMEX and three of 



Mexico's most important social values (i.e. sovereignty, nationalism and independence) 

became the tbundations of Mexican culture and the support particular political 

arrangement over the past seventy years. 

This chapter is comprised of four main sections. Initially. it provides a brief 

description of the present Mexican energy sector. Then, it offers a concise historical 

review of the evolution of Mexican petroleum fmm its birth (approximately 1880) 

through President Zedillo's petroleum industry reform project (1994-2000). The third 

section describes the nature of PEMEX's relationship with one of Mexico's 32 states, 

namely the State of Campeche. Finally, this chapter discusses PEMEX's current 

problems and challenges as well as its important role in the transformation of modern 

Mexico. This chapter provides a broad overview of the political. social and economic 

aspects of the Mexican petroleum sector as well as the historical evolution of PEMEX 

with a particular focus on the nature of its relationships with Federal and State level 

governments. 

The general objective is to highlight the present importance of the largest 

corporation in Mexico. its connection to the system of beliefs and ideas that comprise the 

political culture, and its historical linkages to the political regime in power since the 

Mexican Revolution. A clearer understanding of the historical intricacies of this sub- 

sector facilitates understanding of the situation facing PEMEX at the end of the twentieth 

century. 

Four specific objectives are pursued within this chapter. The first objective is to 

describe the most important features of the Mexican energy sector, including its important 



elements and its historical background. Secondly, it attempts to offer a succinct review of 

Mexico's most important enterprise. and the world's fim largest oil corporation: Petrbleos 

Lbfexicanos. Thirdly, to provide the reasons behind PEMEX's hegemonic domination 

over Mexico's subsoil resources as Mexico's dominant State-Owned Enterprise (SOE), 

and describe its reiationship with the petroieurn sector's important interest groups. 

Finally, to provide a context for the present challenges facing the country's energy sector, 

including the latest proposals to reform the electric and petroleum industries. 

These Lour objectives provide a contextual framework that is necessary for the 

overall purposes of this research project. This chapter facilitates the development of the 

previous understandings of the contextual environment that surrounds the socid 

phenomena under study, as suggested by Comstock's (1982) critical research method. 

This chapter specifically describes the particular universe 'subject of analysis' required 

under a Critical Theory lens. 

The Mexican Energy Sector 

Petroleum. gas, ekcaicity and nuclear energy comprise Mexico's energy sector. It 

is regulated by complex legislation originating in the Mexican Constitution (Ministry of 

Interior, 1996). the Federal Law for State-Owned Enterprises (Ministry of Interior, 1999, 

and h m  the internal regulations of the Ministry of Energy (Ministry of Energy, 199%). 

An energy cabinet appointed by the executive power oversees energy sector 

poIicpaking. This cabinet is comprised of the Ministries of Energy (SE), Treastiry 

(SHCP), Foreign Relations (SRE), and Commerce and Industrid Development 



(SECOFI); the Energy Regulatory Commission (CRE); the National Commission for 

Energy Savings (COANE); the National Nuclear Safety Commission (CNSNS); and the 

Bank of Mexico (BM). Its objective is to increase the quality of life of the Mexican 

people through the following activities (Ministry of Energy, 1999b): 

a) Promote the rational use of natural resources in the context of sustainable 

development and intergenerationid equity. 

b) Promote investments in productive and feasible energy projects for Mexico. 

C) Generate an elastic supply of hydrocarbons. 

d) Increase productivity in the sector. 

e) Achieve a competitive pricing policy. 

The sector is divided into four key areas: gas. siecuicity. nuclear energy and most 

importantly. petroleum resources. Each of these sectors is individually managed as a 

State owned Enterprise co-ordinated by the executive branch through the Ministry of 

Energy. 

Electricity 

The hIelcican electricity sector is currently formed by two vertically integrated State 

monopolies: the Federal Electricity Commission (CFE) and the Central Light and Power 

Company (CLFC). CFE is responsible for the generation, transmission, distribution and 

commerciaIisation of electrical energy across the nation. For its p a  CLFC acquires the 



electric power from CFE and distributes and sells it to consumers in the metropolitan area 

of Mexico City. 

The CFE and the CLFC were established by Constitutional mandate at the 

beginning of the century. The political and economic strategy that resulted fiom the 191 7 

Constitution required the State to promote industrial development through the integration 

of a national electricity system with an extended national coverage. The Federal 

Government centralized the development of the industry since electricity was considered 

to be a strategic sector under the e.uclusive responsibility of the State. 

Nuclear Energy 

Nuclear energy is generated in Mexico by Lagztna Verde facilities in the State of 

Veracruz, This nuclear generator is managed directly by the Ministry of Energy. the 

National Commission of Nuclear Safety (CNSNS) and the National Institute of Nuclear 

Research (ININ). 

The construction of the Lagunu Verde lvas enthusiastically initiated during the [ate 

1970's with resources generated by the petroleum boom. President Lopez PortilIo ( I  976- 

1982) considered that at least part of the petroleum revenue should be invested in a 

renewable source of energy. Laguna Ferde was planned not only to become the first 

nuclear generator in Latin America but also to rum into the seed for nuclear technology 

development in the region. However. the events surrounding the Chemobyl crisis in the 

Soviet Union fed antinuclear manZestations aII over the world as well as within Mexico. 

The lack of resources to continue its construction as planned, as  well as the political 



weight acquired by the newly created ecoLogy groups in Mexico forced the suspension of 

construction for nearly a decade. Lagtna Cierde has been under operation at a much 

smaller scale than planned, since 1992. 

Petroleum and Gas 

Petroleum is the single most important natural resource in Mexico. Petroleum, gas 

and petrochemicals are administered by Petro'leos .tkicanos (Ministry of Energy, 1999b 

and PEMEX. 1999b). PEMEX is one of the Largest petroleum companies in the world in 

terms of total production. assets and annual revenue. 
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twenty-first in proven reserves of natural gas (30 billion cubic feet); seventh in crude oil 

production (3 billion barrels per day); and eighth in natural gas production (4.8 billion 

cubic feet). In that same year PEMEX was the fourth largest crude oil producer in the 

world (Table 4.1) and eleventh largest purveyor of refined products (Table 4.2) (PEMEX 

1999~). 

PEMEX is a vertically integrated firm entirely owned and operated by the Federal 

Government. It conducts exploration and exploitation of hydrocarbons as well as the 

production. storage, distribution and commercialisation of petroleum and petrochemical 

products. Its strategic vision is to. "maximize the long term value of Mexican 

hydrocarbons" (PEiLIEX. 1999a:j). 

PEMEX produces three types of crude oil. ~bluyu is a heavy oil which accounts for 

more than half of its total production: lstmo is a light low-sulphur oil that contributes 

about 28% of total production; and Olmeca is an em-l ight  oil accounting for about one- 

tifth of total production. Seventy-five percent of PEMEX's crude comes from offshore 

sites in the Campeche Sound located off the Gulf of Mexico, which as of 1999 contained 

approximately 15 billion barrels of proven crude oil reserves. 

The corporation is currently composed of four subsidiary firms co-ordinated by a 

corporate office responsible for central planning and strategic decision-making. The four 

subsidiaries are PEMEX Exploration and Production; PEMEX Refining; PEMEX Gas 

and Basic Petrochemicals; and PEMEX Petrochemicais. A W group called 'PMI 

International Commerce' is responsible for the promotion and international delivery of 

PEMEX products. Figure 4.1 illustrates PEMEXts organisational structure. 



Figure 4.1 
PEMEX's Organisational Structure 

Source: ~http://www.pemex.corn/conozca.html> (Accessed May k 2, 1999). 
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For its part, Article 28 dictates that the State will keep for itself the right to manage 

strategic areas. such as petroleum and hydrocarbon resources, to protect national security 

and sovereignty. Literally, the Constitution mandates that, 

''The state will exercise its rights of exclusivity over the next strategic areas: 
...p etroleum and other hydrocarbons; radioactive minerals and nuclear power 
generation: electricity and other activities expressly signalled by the Congress of 
the Union. As the State exercises this right, it will protect the security and 
sovereignty of the Nation" (Ministry of Interior. 1996:46). 

The Organic Law of Perrciieos iClr~icunos, passed in 1992. states in its first article, 

that PEMEX retains sole responsibility for carrying out the mandates of Articles 27 and 

28 regarding petroleum. hydrocarbons and basic petrochemicais. This law instructs that 

"The State will conduct those activities that exclusivefy belong to it in the 
strategic tields of petroleum. hydrocarbons and basic petrochemicals. through 
Prtrdleos .Cle.ricunos. according to the terms of article 17 of the Constitution" 
(PEMEX. 1992a:J). 

Thus. the Mexican State reserves for itself the rights to all petroleum resources 

located within the national boundaries. thereby excluding individuals and organisations 

tiom any rights over petroleum property or production. refining, commercialisation, or 

any related activity. Therefore. on behalf of Mexican citizens. PEMEX receives fkom the 

State the concession to administer 'in the best interest of the Mexican population' 

(Ministry of Eneru, 19892) alI petroleum resources Iocated in Mexico. 



PEMEX initiated operations in 1939 assuming control of d l  petroleum and gas 

facilities established previously by foreign firms and initiating the enormous endeavour of 

integrating a national petroleum industry under its control. 

At present. PEMEX is the largest organisation in Mexico. In 1998 it employed 

116.312 full time employees (see Table 4.3) and invested some $40 billion US (or 44% of 

the total public sector investments) to produce over 3 billion barrels of crude oil and 4.8 

billion cubic meters of natural gas per day (PEMEX. I999b). Daily exports included 1.7 

billion barrels of crude oiL and 1.5 billion barrels of liquid hydrocarbons, bringing in a 

total revenue of $173 billion US dollars or 19% of the total public sector budgetary 

income. PEiLIEX contributed 33.8% of the Federal Government tiscal income with $1 80 

biIlion US dollars (f EMEX, 1999~) 

As Table 4.4 illustrates, in 1998 PEMEX had 324 oil f i e h  in production including 

4,522 productive oilrigs and 156 marine platforms. Crude oil was destined either for 

Table 4.3. 
PEMEX Employment, 1980-1998 
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exports (56%) or for domestic processing and consumption utilising 6 refineries, 9 

petrochemical complexes and 53 petrochemical plants. 

Table 4.4 
Productive Composition of the Mexican Petroleum Industry, 1998 

L~quid Gas storage and distribution facilities i;. -- I 24 I 

Type of Infrastructure 

Productive Oil fields 
Oil rigs under exploitation 
Marine platforms 
Gas processing units 

Gas sweeteners 
Cryogenic plants 
Absorption plants 
Fractionating plants 
Condensed sweeteners 
Sulphur recovery plants 

Refineries 

Petrochemical compIexes 
Petrochemical plants 

bileurn products storage and sales agencies 1 78 1 

No. 

3 24 
4,522 

156 
10 
17 
13 
3 
7 
8 
I7 

6 

9 
53 

L J 

Source: PEMEX. 1999c. Annual Statistics, 1999. p. 59. 

PEMEX's largest refineries (Salina Cruz and Tula) (see Table 4.5) were developed 

during Lopez Portillo's administration. No new refining facilities have been constructed 

since then. Map 4.1 illustrates the geographical location of PEMEX's production and 

refining facilities. PEMEX oil reserves are concentrated in three large oil fields located in 

Tamaulipas, Veracruz and the Campeche Sound (fields number 2,3 and 5 respectively at 

Table 4.6). This last field is the largest. containing approximately 47% of the country's 

crude oil and natural gas reserves. 



Map 4.1 
Infrastructure of the Mexican Petroleum Industry 

Geographic Location, 1998 
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Table 4.5 
Location PEMEX Refineries, 1999 
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Table 4.6 
Location PEMEX 

Hydrocarbon Reserves, 1999 
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PEMEX is committed to W e r  expanding its production capacity in the years to 

come. However. newly discovered oil fields require innovative and sophisticated 

technology to produce petroleum from deep water drilling. Since the high cost of 

developing or acquiring such technology makes deep-water production difficult, in 1999 

PEMEX decided to maintain its oil development efforts focused on the enormous 

Cantarell heavy oil field located offshore from the Bay of Carnpeche. 

As Mexico's largest oil field. Cantarell has contributed with approximately 1.4 

million barrels of oil per day for the last eight years. However. current technologies limit 

production to approximately 40% of Cantarell's reservoir. Therefore, PEMEX pIans to 

spend more than half of its invesunent budget over the next decade ($5.3 billion) on the 

improvement of Cantarell's production efficiency (Garcia Zuiiiga, 1999). This project 

includes the investment of approximately % t billion US in the development of the world's 

largest nitrogen production and injection operations. Through such operation, PEMEX is 



hoping to raise Cantarell's reservoir pressure and increase per-well production of heavy 

Mayan crude. 

The Study of Petrtileos Mexicanus 

The study of PEMEX is not an easy task. Technically, the extensive and distinctive 

nature of its activities as well as the physical distance between its facilities makes it 

difficult to monitor its actions. Politically, due to its status as a strategic SOE, PEMEX is 

not accessible for research projects. 

The complexity of PEMEX as a topic of study is in itself a major hurdle considering 

that access to information is very dificult to obtain. Within a highly political 

environment. PEMEX reports are succinct. public oficials are excessively discrete, and 

different interest groups related to it are cautious in their statements. A general lack of a 

research culture in Mexican academia has made its academic inquiry even more difficult. 

Participants are not familiar with the: aim and objectives of scholarly investigations. 

preferring to grant researchers the same coId treatment given to reporters looking for news 

stories. 

Despite such difficulties. the Literature on the Mexican oil industry is surprisingly 

abundant. However. most of this literature has an economic or an historical perspective. 

Scholarly studies of PEMEX have focused on the IT has played on modem Mexican 

history, or have emphasised the economic issues such as PEMEXs property rights, 

governmental management, or issues regarding its market structure. Among semind 

studies on PEMEX are Meyer (1977); PhilIip (1982); Szekely (1983); Baker (1984); 



Wionczek, Guzman and Gutiinez (1988); and Grayson (1988). Although other works 

have contributed to a better understanding of PEbEX, these six texts are probably the 

most 

Meyer's doctoral history dissertation (1977) offers an insighdid anaIysis ofthe eariy 

years of the Mexican oil industry by describing how its history has altered Mexico-United 

States relations. Phillip (1982) compares how nationalist movements in Mexico, Brazil, 

Venezuela and cuador modified the oiI sectcr of Latin America. Szekely (1983) 

explores some organisational aspects of the energy sector and its impact on the process of 

economic policy-making during Echeverria's and Lopez Portillo's presidencies. This text 

is particularly usehl in understanding the complex intricacies of the period of Mexican 

history when oil became the 'lever' for development using oil export revenues as its 

ignition for economic growth. 

For his part, Baker (1984) departs from historical concerns and discusses petroleum 

policy-making in Mexico. He provides a thorough description of PEMEX's evolution 

and organisation up until the administration of Lopez Portillo. Wionczek, et al. (1988) 

and Grayson (1988) use an economic perspective to analyse organisational. financial, 

operational and planning activities of Mexico during the 1981 oil glut and post crisis 

years. Grayson's text updates Meyer's description of Mexico-US oil related retations 

through the 1970's and 1980's. Grayson argues that as a consequence of the internationa1 

oil boom of the 1970's, Mexico modified its rote in the international sceneby trying to 

?3 At request. 20 interviewees recommended the mentioned books. 



exercise a stronger influence within the developing world, particularly in Central and 

South America. As a result, Mexico felt strong enough to face and challenge the United 

States on several international issues such as the Cuban economic embargo; the expulsion 

of the Iran's Reza Pahlevi From Acapulco (1978); and for Mexico's support of the 

Nicaraguan and Salvadorian rebels (1979). However, as Grayson observes, the 1981 oil 

gluts frustrated Mexico's endeavours. and forced it to reshape its foreign policy into a 

more submissive position vis-a-vis the United Stares. 

More recently. three dissertations have explored PEMEX's labour relations. 

DeLugo (1991) and Cupolo (1994) compare oil policy-making of Mexico and VenezueIa 

during the 1980's with an special emphasis on the role PEMEXTs and Perrdleos de 

C'enertreLu'.~ (PDVSA) labour unions assumed during the oil glut years. DeLugo 

concludes that both public petroleum enterprises faiIed to conceive developmental 

strategies based on their need to establish interdependent rerations with other international 

petroleum firms. Cupolo concludes his study proposing a new pattern of interpretation of 

the relationships among capital. labour and politics in Mexican and Venezuelan oil 

industries. 

Salas' (1992) dissertation focus on the economic incentives that PEMEX and its 

labour union had h r  efficient policy-making during the 1970's and 1980's. He argues 

that due to the collective action strength acquired by the Mexican Petroleum labour union 

(Sindicato de Trabajadores Petroleros de la Republica iMexicana, STPRM) during its 

first decade, the government found it easier to co-opt union-Ieaders than to negotiate with 

their militants; a mistake that is haunts the current debate on P W .  Salas concluded, 



"a governmental monopoly operation of an extractive industry is not compatible with 

maximizing ta.xpayers ownership rights of subsoil rents" (1 9923). 

Szekely (1983). Baker (1983) and SaIas (1992) point out the difficulty that exists 

with conducting research on the Mexican petroleum industry. Baker stated, "Mexican 

officials resist giving out data that may be used to compromise future policymakers" 

(1984:14). For his part, Salas argued, "empiricaI depiction is often limited by the outside 

researcher's reduced access to desegregated data" (1 992: 6). 

The secrecy of Mexican government officials as  well as their lack of trust in 

providing information to researchers has also been observed by Cothron (1988:15): 

"Government officials provide only limited information regarding the situation of 

PEMEX; not surprisingly since most reievant data is kept confidential." 

These authors agree that sensitive information is only shared between members of 

the economic and energy cabinets and there is no Iegal requirement for public disclosure. 

Mexican oil policy-making is limited to key cabinet members, the National Energy 

Commission (CNE) and the head of the Bank of Mexico. Other agencies or actors such 

as PEEULEX executives. the congress. political parties or the population are kept detached 

fiom any decision-making affecting PEMX's administration. Furthermore, PEMEX's 

yearly reports simply describe revenues, expenses. gross profits and taxes in narrative 

form making data gathering, interpretation and analysis difficuIt to achieve. 

Besides sharing complaints on the difficulties faced while undertaking research on 

PEMEX, another commonality shared by most of the literature reviewed includes a 

section on PEMEX history. As Salas (1992:7) suggests, "PEMEX cannot be studied 



without taking into consideration the events that gave pIace to its foundation and the 

particularities of its historical evolution." For this reason, this chapter includes a concise 

review of the historical evolution of Mexico's petroleum industry. 

The Historical Evolution of Mexico's Petroleum Industry 

Although the history of the Mexican petroleum history is quite recent, six major 

stages can be observed that are useful in providing a chronological review of Mexican 

Petroleum history. 

The Birth of the Industry (1890 - 19 11) 

The first stage describes the early years of Mexican petroleum, when oil was just 

another natural resource with no commerciai value beyond that of acting as a source of 

fuel for domestic illumination purposes. Archaeological studies maintain that the 

petroleum taken fiom natural bitumen located along the coast of the Gulf of Mexico was 

used by pre-Colurnbian civilisations as a source of he1 and natural medicines. The 

colonies founded by the Spanish conquerors in New Spain employed oil as a natural 

lubricant for their machines and vehicles. a s  well as to provide their streets with a source 

of lighting (Diaz del Castillo, 1963). 

Officially, the first productive oil well recorded in Mexican history is credited to 

Antonio Castillo in 1862 (PEMEX, 1999a). Initially, Mr. Castillo's find did not have a 

significant impact on the nation. For the £irst three decades the Mexican petroleum 

industry experienced slow growth and received tittle interest fiom local investors. 



However, by the early 1900's it had grown significantly, although it was in the hands of 

large American and British corporations. The first foreign petroleum corporation that was 

formally established in Mexico in 1887 was a subsidiary of Standard Oil called Waters 

Pierce Oit Co. It was not originally founded to explore and exploit Mexican oil; instead, 

it was conceived to satisfy the local demand by selling refined Texan oil to Mexico. 

According to Meyer (I977), foreign interest in  mex xi can oil fields originated for two 

main reasons. First, the rapid industriaiisation of the United States and the increased 

demand for hels and lubricants in some European nations provoked an international 

search for new reserves. Secondly. Mexico constituted a natural and easily accessible 

extension of the rich Texan oii fields. 

The period known as the Po@riato (1 876 - 1910) saw the timid development of the 

industry when new!y discovered petroleum reserves in Mexico caught the attention of 

major foreign petroIeurn corporations. An important reason for the initial expansion of 

international petrofeurn firms in Mexico is related to the preferential treatment provided 

by the liberal policies of the Porfriufo. Diaz believed that rapid petroIem development 

would permit a prompt abandonment of large cod imports as the most important s o m e  

of energy required in the country. Diaz granted these h s  preferential fiscal and legaI 

treatments, such as the exemption from a11 internal duties, the right to maintain their own 

armed forces and the liberty to pay tocd and foreign employees differently (Brown, 

1998). 

Consequently, E.L. Doherty and Wheehnan Pearson founded the first American 

corporation (Doherty, Meetman and Pearson) that undertook petroleum production in 



Mexico in 190 1. The fm founded by Doherty and Pearson was joined shortly by the 

Royal Dutch Petroleum Co. and the Shell Transport and Trading Co., LTD. These h s '  

activities developed rapidly. The first oil welt that went into cornrnerciai production was 

opened in 190 1 ; a production boom was experienced in 1908; and the enormous oil fields 

of El Ebano. Cumpoacan and Sun Cristobal were discovered in 1910 (Brown. 1998). In 

just a decade. petroleum production increased at a higher pace in Mexico than any other 

place in the world. Standard OiI estimated Mexican Petroleum reserves in 1913 at five 

billion barrels (Barron. 1947). 

Rapidly expanding petroleum production was accompanied by enormous foreign 

direct investment that contributed to the development of roads. telegraphy and commerce. 

However. as the hegemony over such plentihl natural resources increased. so did both 

foreign interventionism into local politics and an increase in the level of social unrest. 

The social inequalities maintained by the petroleurn companies between local and foreign 

workers, along with the disadvantageous distribution of produced wealth. contributed to 

the demands for change. feeding the revolutionary movement that overthrew Diaz's 

regime in 19 1 1 (Brading, 1980 and Colmenares. 1982). 

The lMeaican Revolution and The New Regime (191 1 - 1932) 

The second stage coincides with the Revotution and post-Revolution years, when 

foreign petroleum corporations experienced a boom in production in Mexico reaching a 

peak production of 193 billion barrek in 1921; a production level which was only 

surpassed by the United States' (Grayson, 1980). As an educated member of the Mexican 



army General Carranza visited every comer of the nation while putting an end to the civil 

war that followed the Revolution. He witnessed the constant bleeding of resources by 

foreign owners due to the favourable Free tau regime initiated by Diaz in 1901. In 

response, Camma established the ' Derecho de Barra' in 1914, charging a tax of ten 

cents per ton of exported crude oil. [n 1915. Carranza created the Technical Petroleum 

Commission to study and suggest appropriate petroleum policy reflecting a newly 

emerged sense of Mexican nationalism that was developing From the Revolution. These 

actions provided the seeds for the petroleum regulations that C- included in the 

newly created Constitution. 

The Mexican Constitution enacted by Ca.mnza in 1917 prohibited foreign 

participation in the Mexican petroleum industry. Articles 27 and 28 ordered the d k c t  

dominion of the State over Mexico's continental platform's natural resources and 

provided for the establishment of a State controlled monopoly responsible for the 

administration of what was defined as the 'strategic value of hydrocarbons' (Brown. 

1998). Departing from the nationalistic rhetoric that surged from the revolution and later 

adopted by the post-revolutionary regime. articles 27 and 28 mandated that "popular will 

decided to exercise its legitimate right to defend its sovereignty" (Aguilar Garcia, 

19869). 

Between I887 and 1938, existing oil fields were dominated by a small number of 

corporations. Table 4.7 profiles the most important oil corporations as of 1927. The most 

important firms at the time the Revolution expelled Diaz from power were, EI Aguila- 

Royal Dutch Shell, Standard Oil, Gulf Oils Corporation and the Sinclair Oil Co. By 19 19 



a group of smaller firms, such as Continental Oil, Union Oil, South Pem, Mexican 

Seaboard and Pierce Oil joined these earlier foreign corporations and initiated operations 

in southern Mexico. Collectively, these two groups were responsible for over 90% of the 

oil extraction in Mexico between 1901 and 1938 (Meyer, 1977). The remaining balance 

was produced by hundreds of independent firms co-owned by Mexican and foreign 

investors. According to Domingo Lavin (1960). in 1927 only between 1% and 3% of the 

total capital shaping the Mexican oil industry was actuaIly Mexican capital. 

Consequently. there was virtually no local ownership of such a gigantic industry. 

The foreign oil companies operating in Mexico challenged these nationalistic 

Tabte 1.7 
Foreign Firms Located in Mexico, 1927 

regulations and were unwilling to adhere to the law. In an attempt to protect their 

priviIeged status, the Royal Dutch Petroleum Co and the Shell Transport and Trading Co., 
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followed the Mexican Revolution (Brading, 1980 and Grayson, 1984). At the same time, 

some international firms lobbied the United States government for conditional American 

acceptance and recognition of the newly created Mexican regime, in exchange for the 

withdrawal of all xenophobic petroteurn reforms introduced in 19 17. Such actions were 

interpreted widely in Mexico as deliberate violations of its national sovereignty, nurturing 

an already existing xenophobia (Meyer, L977). 

Between 19 18 and 1925 these firms hired their own armies and exercised political 

self-serving pressure on the various Mexican governments (Brading, 1980). While 

experiencing difficulties in consolidating the government. successive Mexican 

administrations lacked the political. economic and military resources to force these 

companies to comply with Mexican laws. However. as and the United States and British 

governments focused their attentions on other events such as the First World War and the 
b 

1920's economic recession, Mexican governments initiated the regaining of their political 

control of their resources. After 1926. successive Presidents including Calles (1926- 

1930) and Rodriguez (1930-1934) passed stiffer Petroleum Laws (1925 and 1932) to 

g u m t e e  the transfer of mineral reserves to Mexican hands. These laws were a response 

to the "popular awareness of the existing pillage and enormous waste of Mexico's richest 

non-renewabIe resource" (PEMEX. 1972). 

During this stage. petroleum activity was limited to exploration and extraction. 

Table 4-8 illustrates the evolution of local production. exports and internal demand 

between I90 1 and 1937. These figures suggest that at its highest point (1 922), 99% of the 

Mexican production was exported; while at its lowest point (1937), 61% of the total 



production was channelled to service external demand. Since most of the aggregated 

value remained in foreign hands. along with state policy that permitted fiscal benefits to 

support export production, direct and indirect effects on the local economy of such an 

enormous and wealthy industry were limited. Not until 1930 did a substantial share of the 

production (about 30%) became locally commercialized. Only then did the Mexican 

economy start to benefit from its petroleum output through the collection of royalty taxes, 

salaries and other economic rents. 

For Meyer (1977), two main factors supported the permanence of a weak link 

Table 5.8 
Production, Exports and Domestic Consumption, 1901 - 1938 

between foreign corporations and the local economy. First, the largest and most 

Source: Meyer, L. (1977:21). 
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productive oil patches were discovered close to the coast, near to required transportation 

facilities and away From Mexico's urban areas. Such geographic separation aliowed 

foreign petroleum corporations to continue their extractive activities through the Mexican 

Revolution practically unaffected. Secondly, foreign firms felt obligated to satisfy, first 

and foremost. the increasing demand From the industrialised world caused by the First 

World War. As well. local markets only offered a minor demand for basic oil products, 

making their commercialisation economically unattractive. Therefore, variations in Iocal 

demand caused by the Revolution did not significantly affect their businesses. 

The decade following the Mexican Revolution chronicles a period of constant 

struggle between the hegemonic foreign firms and a series of wavering new regimes 

whose instability was the product of the recently concluded revolution. During this 

decade. petroleum production rates were significantly affected by several political and 

economic factors. Amongst these were the hostility of the Mexican political system 

following 1917 combined with the newly discovered and highly productive Maracaibo 

Lake oil patches in Venezuela in 1922. which shifted the interests of foreign oil 

corporations away Erom Mexico (DeLugo, 1991). Silva Herzog (1959) adds the argument 

that foreign fms decided to immigrate to South America and practically abandon the 

Mexican petroleum industry as part of a strategy to press Mexican officials to modify its 

191 7 Constitutional legislation. Consequently, during this period Mexico saw production 

rates fall back to the levels of 1916 (Brown 1998). 

Bermudez (1963) provides a different explanation to such production reductioa, 

Accordingly, he argues that, although these economic and political events did have an 



impact on the firm's decisions to move to Venezuela, the main reasons for the fall in 

Mexican petroleum production were mostly technical and economical, The 1920's 

exhausted the productive oil fields discovered during the 1910's through intensive 

exploitation and as a result, no new fields being discovered. Simultaneously, the financial 

burden faced by the international petroleum corporations during the Great Depression 

made the oilfields located in Mexico less attractive than the ones in Texas, California, 

Oklahoma. and Venezuela. 

Whatever the real reasons were. foreign corporations requested that the Mexican 

government make a serious readjustment in its fiscal policy. According to them. only a 

drastic reduction in local taxes and a relaxation of the new legal and labour duties codd 

"rescue such an important source of employment" (Meyer. 1977). This strategy was 

temporarily successtirl as President Rodriguez postponed the application of the new 

legislation in 193 1 due to his fear of losing important foreign investments to Venezuela 

However. in 1933. EI Aguila-Royal Dutch discovered the oil-wealthy Po= Rica fields in 

the Northern area of the Gulf of Mexico. increasing foreign interest and national 

production levels (Silva Herzog, 1959). Despite the renewed levels of nationaI petroleum 

production and increasing reports of potentially rich fields in northern Mexico, the 

Isthmus. and the State of Tabasco. American and British firms continued to condition 

their investments on the re-establishment of previously enjoyed preferential treatments 

(Meyer. 1977). 



Oil Expropriation and the National Petroleum Industry (1933 - 1976) 

The third stage in the evolution of the Mexican petroleum industry describes three 

very important phases necessary for understanding the current organisation of the 

Mexican petroleum industry, since it sets the stage for one of the most important events in 

modem Mexican history: the creation and consolidation of a 'nationalT petroleum 

industry. The first phase describes the struggle between a consolidating political regime 

in Mexico and strong internationally dominated petroleum firms bent on restoring past 

privileges (1933 - 1937). The second phase. recounts the events and conditions that 

surrounded the actual process of petroleum nationalization (1938). Finally. the third 

phase tells the difficulties faced during the period of industrial development and 

consolidation. 

The nationalism of the petroleum industry that characterises modem Mexico 

originated when these foreign firms challenged the 1917 Constitutional demand for the 

eiimination of ali preferential treatments to foreign corporations and for the development 

of a national petroleum industry. During the 1930's, petroleum was the centre of one of 

the most important events in recent Mexican history. The constant struggle between the 

newly constituted regime and the North American and European owned oil companies led 

President Cirdenas to execute the commands of articles 27 and 28. In 1938, he ordered 

the nationalization of all foreign petroleum property along with the foundation of a 

nationd petroleum industry. 

The circumstances that led to this drastic act of State authority were closely related 

to the kquent social abuses and political interventionism displayed by the foreign owned 



oil firms. Meyer (1973, Villarreal (1980) and Katz (1984) expIore in detaiI the various 

campaigns fimded by these companies against the national regime in the regions of 

Tehzianfepec and Veracn~ between 1 871 and 1920. Mancke (198 1) has documented the 

h d i n g  of regime rebels, anti patriotic press and the establishment of an international 

campaign to mount pressure against Mexican authorities. Notwithstanding such open 

displays of defiance of Mexican authorities. it was actually a labour-related event that 

ultimately caused the nationaIization of the oil industry From foreign ownership. 

At the beginning of his Se-renio. President Ckdenas (1934-1940) supported the 

development of an oil workers union capable of demanding increased wages and 

imposing working conditions on foreign oil tins. .According to Mancke (I981), by 1935 

the number of petroleum labour unions was as diverse as the number of foreign firms 

exploiting this naturaI resource. In 1935. despite initial struggles, 35 worker associations 

gathered 13.000 members from almost every oil firm in Mexico and demonstrated in 

support of Cardenas' pians. Therefore. in 1936 Cirdenas endorsed a new all- 

encompassing union known as the Union of Petroleum Workers of the Mexican Republic 

(STPRM) committed to the protection of Labour rights. M e r  a series of unsuccessful 

attempts to develop a new working contract with the foreign oil companies the STPRM 

called for a general strike in May 1937. 

As these companies embarked on a process of challenge the striking union by 

mounting a campaign of international pressure against the Cdenas  government, the 

scarcity of petroieum raw materids and imported parts pushed the nation to the verge of 

an economic hatt. Consequently, on March 18, I938 President Cirdenas announced the 



nationalization of d l  petroieurn assets &om foreign hands in order to protect the pubtic's 

interest. Cardenas' decree launched an enthusiastic scene of national solidarity with 

individuals From all sectors of society contributing to the creation of a national h d  to 

compensate the foreign f i s ,  according to law, and g m t e e  the success of Cardenas' 

decree. This event represents. in the eyes of dl Mexicans, the single most important 

demonstration of its sovereignty and independence fiom external forces (Brading, 1980).=' 

.4n oil industry controlled by foreign interests was unpopular and contradicted the 

principles of the Mexican revolution. In the eyes of the population. a government-owned 

indusrry would provide a career opportunity for middle class Mexicans, exploiting the 

natural resource in a manner more akin to the public interest. Furhermore, the foreign 

firms' boycott of Mexican oil transport and commercialisation further fed nationalistic 

sentiment across the population. 

In addition to the generalIy favourable environment for expropriation, there were 

three events that supported Ciirdenas' actions. First. an oficial expert committee 

appointed by the Supreme Court favoured S T P M  demands, deeming them as 

reasonable. Secondly, Cirdenas had successfully expropriated railroads in 1936 without 

experiencing major confrontations with foreign interests or labour unions. Third, the 

labour arbitration authorities ruled in favour of the oil unions, demanding immediate 

content and wage equalisation for the same jobs throughout the nation (Aguilar Garcia, 

'' The I\iacionalizacidn Peh-olera has been extensively explored in historic and political 
literature. For a comprehensive analysis of the historical events that surrounded the 
March 18, 1938 event see Manterola and Mujica (1958) and Philip (1982 and 1989). 



1986). These legal events and popdar public support allowed Cirdenas to cany out 19 

expropriations rapidly. In strictly legd terms, the nationalization resulted from these 

firms unwiilingness to accept the outcomes of the legd processes initiated through labour 

arbitration. 

Shortly after the decree was enacted, Cirdenas created a public institution 

responsible for the operation of the nationalized industry with active managerial 

participation by the STPRM. This public enterprise, calIed Perrdleos ~Mexicanos would 

favour domestic consumption through lower domestic prices. While it should continue 

generating profits. it shodd also provide healthcare and education opportunities for oil 

workers. >leantime. profits would benefit all the population by contributing to public 

revenue, industrial development and income redistribution. This marks the beginning of a 

very important stage in the evoiution of the Mexican petroleum industry: the foundation 

of Petroleos ,ble.ricanos. 

OiI nationalization \vas a political success for Cirdenas. During the following four 

decades. a 'national industry' was consolidated into a public institution soleiy responsible 

for the administration of the nation's petroleum resources. PEMEX allowed the 

government and its politicd regimes to attract within its ranks heterogeneous national 

interest groups that had previously been in constant confrontation. 

Despite Cirdenas' internal success. the period is characterized by the constant 

struggle ~ i t h  the discontented foreign petroleum &ms. For example, Standard Oil of 

New Jersey Co. and Royal Dutch Shell organized an economic boycott against Mexico 

between 1938 and 1945. Inexperienced public officials, who were not abte to export oiI 



or acquire badly needed parts for the facilities left by the foreign flrms, operated the 

newly created PEMJiX. As well, PEMEX lacked sufficiently trained employees and the 

necessary raw materials vital to the industry's effective operations. 

As Meyer describes (1977), Cirdenas' govement severed its ties with the foreign- 

owned oil companies as well as with their home countries, deteriorating Mexico's foreign 

relations and causing operational and administrative difficulties for PEMEX. The 

launching of a truly national oil industry prompted a teaming process through which 

Mexican employees acquired much needed expertise in oil issues. 

The industry's dilemma Further Fuelled national solidarity. [n the beginning 

STFRM employees worked for minimum salaries and organized training programs for 

new members. The railway industry collaborated to facilitate the distribution of gasoline 

and other fuels to the country. Consequently. PEMEX became an icon of nationalist co- 

operation often playing a IargeIy symbolic role. 

Over the n e a  decades, the STPRM assumed a very important c e n d  role in the 

operations of the Mexican political system. The nationalism and popuIism of PEEUIEX's 

activities facilitated and supported a pact between the government and the labour union. 

All PEMEX employees had to join the STPRM. which also formed part of the 

Revolutionary Institutional Party's Confederation of Mexican Workers (CTM). Through 

this alliance, the STPRM became a corrupt and powerhi political organisation capable of 

mobilizing campaign funds, organizing marches and guaranteeing Iocd votes to PRI 

candidates (Cupolo 1994). The government found it useM to take good care of the union 



leaders in order to increase union members' turnout in local, state and national elections. 

In a relatively few years. STPRM became a pillar of the PRI's corporatist partnership. 

Despite early years full of challenges, the industry became organized around six 

major activities: exploration, drilling, extraction, refining, petrochemical and 

commercialisation (hgeles, 1984 and Baker. 1984). The first three of these six tasks 

were inherited from the foreign firms' activities. Mexican petroleum employees had 

already enjoyed some decades of experience in the latest exploration and drilling 

techniques as employees of foreign companies and were quick to develop their own 

technological and operational expertise. However. these same employees had no 

experience with extraction. retining, petrochemical or commercialisation operations. 

These activities were developed from scratch. since they had been previously performed 

by tbreign employees. 

The lack of technical knowledge by the Mexican workers in these processes led to 

an important difficulty when the focal industry demanded a greater number of petroleum 

products. For example, refining operations were responsible for producing: a) specific 

combustibles for transportation. industrial consumption and domestic use; b) special 

products such as lubricants, asphalts and industrial greases; and c) raw materials 

employed in basic peuochemicd processes. Similarly. PEMEX was not ready to produce 

and distribute petroleum hels such as gasoline. diesel. kerosene or other lubricants due to 

its lack of an efficient transportation distribution system (Manternla and Mujica, 1958). 

FortunateIy for Mexico, the Second World War distracted the strategic interests of 

the foreign firms fiom its oil industry. The sudden demand for raw materials and basic 



industrial products heIIed the Mexican economy and provided it with badly needed 

resources to embark on new facility deveiopment. The increase in local and foreign 

petroleum products facilitated PEMEX's consolidation (Baker, 1984). By the time the 

War was concluded, PEMEX had overcome its technical and labour limitations and had 

became capable of satisfying local demand for petroleum goods as well as providing 

limited exports to the United States. 

Since 1942. oil production was managed according to the Import Substitution 

tndustrialisation model. Since oil availability assured access to cheap energy, subsidised 

PEMEX products compensated for the lack of capita1 in the process of national 

industrialisation. As Cupolo (1994) argued. energy became a kind of productive factor 

equivalent to capital. labour, and land in Mexico. 

Within two decades of nationalization. Pendleos ,tle.ricanos had become the 

foremost symbol of Mexican nationalism and independence. It represented the successful 

design and implementation of a local development strategy, independent of the exterior. 

Accordingly. the State, through a Iarge SOE. assumed control of the nation's natural 

resources. PEMEX's production was focused on providing subsidised energetic resources 

to a young national industry. The new oil sector became a reliable source of energy for its 

industrialisation strategy, which generated rapid economic growth. 

Through the Import Substitution Industriaiization strategy (ISI), the Mexican 

economy grew at an average a n n d  rate of 6.5% (GNP) between 1940 and 1970. 

Manufacturing and agricultural production grew at an annual average rate of 8% and 4.1% 

respectively during the same period (Viareal, 1980). By the late 1950's, the State 



instructed PEMEX to support the Federal Government's social projects, or to redirect cash 

tlows to other public and private enterprises. Despite the use of PEMEX's resources to 

finance public expenditure, the results also led to unequal social progress. By 1965 the 

development strategy began to show structural imbalances, leading to increasing 

unemployment and growing trade deficits. particularly with the United States. 

Simultaneously, income distribution worsened. creating a serious problem for a regime 

that itself was the result of a revolution demanding social equality. According to Riding 

( 1984). income concentration during the late 1960's in Mexico was a resuit of the policies 

implemented by the regime. Economically. the oligopoly conditions created by an 

overprotected domestic market caused the development of the higher strata or' society by 

concentrating the benetits of public expenditure on a few industrials and merchants. 

Politically. a system was conceived to maintain a particular political class in power, 

through a complex mechanism of Legitimization." 

During the early 1970's. the policy that conceived PEMEX as a supptier of cheap 

energy was discretely abandoned. as the country had to actually import some crude oil 

from the United States. In 1971. PEMEX became a net importer of oil products as 

reserves diminished as a consequence of increased domestic demand (see TabIe 4.9). The 

shortage of crude oil revealed a major security problem, since the IS1 stntegy retied on 

" The Mexican political system and its mechanisms of legitimization have received 
enormous attention from the politicat science literature. See Carmona (1970); Brachet 
Marquez (1996); and Aguilar Camin and Meyer (1999). 



access to a cheap energy supply. Insufficient petroleum supply M e r  helled the unrest 

between the regime and all sectors of society. 

(hnp:llwww.ener~ia.g~b~mu/estadisticas.h). Accessed May 12. 1999. 

Table 4.9 
PElMEX Crude Oil Production, 1970-1999 

(Thousand Barrels per day) 

President Echeverria's administration (1970-1976) sought to reduce the emerging 

economic and political crisis by adopting a more radical appearance and through 

increased public expenditures financed largely through foreign debt. These policies were 

accompanied by strong State intervention in the economy as is illustrated by the number 

of SOEs created during Echeverria's administration. which grew from 84 in 1970 to 845 

in 1976 (Teichman 1988). 

Unlike previous and fimrre administrations, petroleum played a minor role in the 

Echeverria sexenio. As a matter of fact, as is shown in Table 4.10, in 1973 PEMEX 

Source: Ministry of Energy. Basic Statistics. 
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59.920.5 
60.039.1 
59.827.1 
60.480 
6 1.494 
634.86.1 
65,467.9 
66.2 10.1 

n.d. 

share 1 Year 
Yo (211) 

1985 
1986 
1987 

1973 
1974 
1976 
1977 
1978 
1979 
1980 

World 
Production 

(1) 
53,397.3 
55,912.3 
55,797.3 

1 619 1 
620 

1988 
1989 

1996 1981 / 56.013.7 2.312 
59.7 18.6 

4.1 

628 
706 
773 

1 1991 
1 1992 
1 1993 

2.754 
3.665 
3.684 

5.1 1 1997 1982 1 53.024.7 
5 
5 

1983 
1981 

1.857 1 I 1994 

1998 
1999 

53.054.8 
54,144.8 

1995 1.930 3 -2 



became a net importer of crude, nonetheless the 1973 oil glut helped PEMEX to attenuate 

its severe trade deficit and gather resources badly needed to expand exploration (Basurto, 

Petroleum in Mexico was nonetheless part of a significant foreign affairs event in 

the following year. No significant new oil reserve discoveries had been announced by 

1974. However, according to Alan Riding (1984), before a meeting between Presidents 

Ford and Echeverria during the time that Henry Kissinger was negotiating peace in the 

Middle East. The Washington Post published a Fiont-page story telling of the amazing 

discovery of an oil field in Mexico with 20.000 billion barrels (Rogers. 1973: A- I A4). 

The author specdates that the information leak could have been the consequence of 

Table 4.10 
PEMEX Crude Oil Exports, 1971-1999 

(Thousand Barrels per day) 

the United States government's attempt to press its Middle East allies to cooperate with 

American foreign policy. However, the information leak seriously damaged Mexico- 

% (Ul) 

53 
5 1 
5 1 

PEMEX 

(2) 
1,345 
I277 
1368 

Year 

1971 
1975 
1978 

% (2,1) 

1.6 
I4 
3 5 

1979 
1980 
1981 
1983 
1984 
1985 
1986 

Source: Ministry of Energy. Basic Statistics. 
(http~///www.energiagob.mu/estadisticas.htm). Accessed May 12, 1999. 

38 
43 
47 
58 
57 
5 5 
53 

PEiMEX 1 PEMEX 
Production Expom 

[I) i 
605 10 

Year 

1987 
1989 
1991 

628 
774 

1.857 
1.930 
2.3 12 
3.665 
2.684 
2.630 
2.427 

PEMEX 
Production 

(I] 
2.540 
3.5 13 
2,675 

1992 
1993 
1994 
1996 
1997 
1998 
1 999 

87 
27 1 
706 
827 

1.098 
1.537 
1.524 
1.439 
1289 

5 1 
50 
49 
54 
57 
56 
53 

2,667 
2,673 
2,685 
2.858 
3.022 
3.069 
2,93 7 

1,367 
1.337 
1.307 
1.543 
1,720 
1,717 
1.555 



OPEC relations at a point in time when the cartel played a central role for developing 

economies. Echeverria denied the information and issued a statement in support of OPEC 

oil price bargaining (Basurto, 1983). 

The last two years of Echevenia's administration continued without any major 

events related to the Mexican petroleum industry. Cupolo offers a succinct review of this 

administration. 

"In the mid-1970's. it seems that the PRI ran out of the resources that had 
sustained its political monopoly. The old patterns of economic development, 
which had been organized according to the nationalist strategy of the PRI 
regime. had arguably achieved its goals but were now untenable. Only the new 
oil discoveries saved Mexico fiom an energy crisis. and this did not pass 
unnoticed. Oil discoveries mobilized interests that came to play a crucial role in 
Mexican politics during the following years" (Cupolo. 199450). 

The Administration of  Abundance (1976 - 1982) 

The hurth stage in the historical evolution of the Mexican petroleum industry 

consists of the petroleum developments that occurred during President Lopez Portillo's 

administration between 1976 - 1982. This phase produces the closest connection 

between the PEU and PEMEX in modem Mexican history. as well as provide the origins 

of the economic and poIitical crises that eventually produces the increasing pressure to 

keep them apart. 

In 1976 Lopez Portillo assumed power in the middle of a disastrous economic 

situation provoked by Echevenia's rampant spending, the early seventies oil shock and its 

subsequent oil recession (1 973 - 1975). Limited reserves, investment capacity and export 

facilities restricted PEMEX's ability to take advantage of the rising international oil 



prices. Consequently, the new president reconsidered Mexico's economic development 

strategy.'" After years of speculation on potential oil discoveries, Lopez Portillo 

announced in 1977 a new oil field containing approximately 16 billion barrels of potential 

reserves. The potential existence of other similar fields increased the Mexican reserves to 

an estimated 45 billion barrels (see Table 4.1 1); a figure that put Mexico on the 

geopolitical oil map. 

Table 4.1 1 
Estimated Hydrocarbon Reserves, 1975-1999 

Source: Ministry of Energy. Basic Statistics. 
( h t t p d / w . e n e r g i ~ o b . m u / e s t a d i s t i c ~ ) .  Accessed May 12, 1999. 

Lopez Portilfo's administration conceived a new development policy that 

envisioned oil as a direct source of capital. The plan contained two main elements: the 

expansion of the oil industry between 1977 and 1979, and the increase in export capacity 

between 1979 and 1982- He planned to employ the newly discovered natural resources as 

the main tool for Mexico's development by increasing exploration and production 

Lopez Portillo's administration has been discussed by Grayson (2984) and Aguilar- 
Camin and Meyer (1999). 



through the expansion of refining capacity and through the increase of foreign capital into 

Mexico by exporting oil to balance the Mexican economy. The old belief of keeping 

Mexican oil as an energy source for internal development was abandoned. Instead, it was 

replaced by an externally oriented petroleum-based development policy, which appeared 

to be the ticket to growth and progress. One of Lopez Portillo's most memorable 

declarations during his sexenio was that his administration's largest challenge was to 

administer the 'abundance' generated by the oil 'bonanza' (Teichrnan. 1988). 

Although the strategy included the use of the petroleum reserves to develop other 

industrial activities, the most important element of the development strategy was to 

capture badly needed financial resources through increased oil exports. In 1978 PEMEX 

decIared its plan to conduct the largest petroleum capital investment in history: $44 

billion US dollars (Angeles, 1984). Accordingly. PEMEX would be capable of increasing 

its exports from 80.000 thousand barrels per day in 1975. to 1.49 million barrels of crude 

and 2.6 billion cubic feet of natural gas exported per day by 1982. This plan established 

that 54% of the crude and 16% of the petrochemical products produced in 1982 would be 

exported (Newell and Rubio, 1984). 

Jorge Diaz-Senano, PEMEX Chief Executive Officer, was responsible for 

conceiving Lopez PortilIo's strategy. The strategies suggested included, among others, 

the rapid increase in exploration and production, the doubling of refining capacity, and 

the tripling of the petrochemical capacity (Angeles, 1984). He argued that if oil revenue 

were reinvested almost exclusively in the oil sector, the Mexican revolution would finally 

meet its promises to Mexicans (Diaz Serrano, 1998). 



The plan contained an acute financial element. For Lopez Portillo, the dilemma was 

to get the production and refining process established and running as soon as possible. 

The large initial investment had to be conducted with whatever internationd b d s  could 

be obtained. Oil, not only guaranteed sources of external income, but also provided 

Mexico with a new international credit position, which could heIp it abandon the 

International Monetary Fund's restrictive policies that had been imposed through an 

emergency loan in 1975 (Angeles. 1984). Consequently, production planning was 

conducted on a short-term horizon. The logic for such short-term endeavours had 

economic as well as political reasoning. As Saias (1 992: 18 1) explained. 

"From a public-policy point of view. present-value mavimization is insufficient. 
Oil revenues accruing to national treasuries represent rents. Rents are the 
politically most attractive fiscal source of revenues because they replace taxes, 
which inevitably alienate some constituency supporters. Thus. government 
administrations throughout the world from -4laska to Nigeria and Venezuela, 
have sharp incentives to maximize rent revenues during their administration, 
while incentives to transfer oil rents extracted fiom the current administration 
into a future administration are modest." 

Besides the economic incentives for pursuing the largest short-term exptoitation of 

petroleum reserves possible, a stronger political rationale granted enormous 

encouragement for expanding PEMEX operations. Since presidential re-election is ruled 

out by the Constitution, and the political career of PEMEX's Director is dependent upon 

the commitment showed to the present administration, the incentives for short-term over 

Long-term maximization are even stronger. Moreover, Lopez Portillo's plans were 

developed simdtaneousIy with the significant increase in international oil prices of the 

mid and late 1970's. His project was based on what was believed to be a solid forecast 



that predicted that oil prices would steadily increase until the year 2000 (Baker 1984; 

Angeles, 1 984). 

Since the country lacked the resources necessary to finance the extraction of its 

newly discovered oil richness, including construction of infrastructure, distribution 

systems and storage facilities. President Lopez Podlo  embarked on a strategy to h d  the 

rapid development of the oil industry mostly through external loans. As Mancke 

( 198 1 : 17) describes. Lopez Portillo strategy seem to be sound. because, 

"Assuming that Mexico maintains its avenge 1978 export price of $13.35 per 
barrel, its gross annuai revenue for the export of a million barrels per day would 
represent five billion dollars with a profit of four billion dollars; approximately 
$60 per capita." 

Lopez Portillo's plan was very successfit1 for the first four years of his 

administration. His enthusiasm and hunt for larger international sources of M i n g  

increased with each new discovery. In 1978. what seemed only a secondary field turn out 

to be one of the largest oil fields in the world. The new field of Cantarell, named after 

the fisherman that reported frequent oil discharge in the shallow waters of the Gulf of 

Carnpeche. attracted international attention and hrther eased Lopez Portillo's access to 

foreign financing. PEMEX then estimated that the Campeche oi'fshore field contained an 

e m  15 billion barrels. increasing the national grand total to an estimated 72 billion 

barrels of reserves (Teichman, 1988). Such discoveries gave Mexico the potential to 

compete with Saudi Arabia's reserves, -forming the worlds energy market. 

The 'social function' that was granted to PEMEX since its foundation was 

significantly expanded as PEMEX developed financial strength during Lopez Portillo's 



administration. Since then and continuing until the present, significant shares of 

PEMEX's resources are channelled to pubtic education, health, and housing projects. 

Lopez Portillo expanded the 'social function' of PEMEX into an 'economic function' by 

which, in accordance to his IS1 deveiopment strategy, PEMEX became responsible for 

facilitating and supporting the nation's industridisation. PEMEX supported a large 

program of subsidies to the prices of oil. carbon. gasoline and natural gas for industrial 

and domestic consumption (Angeles. 1984 and Diaz Serrano, 1988). However, these 

subsidised raw materials and products were not entirely Free. PEMEX conditioned access 

to these resources for support of the political regime by enrolling supporters into the PRI 

ranks either as individuals or as corporate members (Riding. 1984). 

Another extension of PEMEX's social hc t ion  was the development of very 

attractive sets of working benefits for the members of those labour unions aligned to the 

PRI. At the peak of the petroleum bonanza in 198 1. the STPRM had been granted the 

exclusive right co manage 2.5% of h e  total volume of PEMEX contracts. 40% of all 

PEbEX drilling contracts. and to receive 10% of the total profits generated by projects 

subcontracted to third parties (Salas, 1992). Several of the non-petroleum related benefits 

obtained by the members of the STPRM, such as longer maternity leaves, paid vacations 

and bonuses were replicated for other unionized government employees. 

Lopez Portilfo's administration believed that an extended set of labour benefits was 

a usem tool for achieving several objectives. Amongst these, the most important were: a) 

to redistribute wealth to rhe lower sectors of society; b) to provide a recruiting incentive 

for those labour unions that belonged to the PRI; and c) to strengthen the belief that the 



'system' was committed to the social agenda inherited &om the Mexican Revolution 

(Brown 1998). 

Through its extended social and economic bct ions  PEMEX acted, on behalf of the 

Mexican Revolution, as a social welfare and economic incentives agency of the 

government, invigorating the corporatist nature of the Mexican political system. During 

these years of traditional oil-nationalism rhetoric. PEMEX was portrayed es the most 

important Mexican industry. feeding the overall industrialisation process and the key 

element of the country's economic development consolidation. A report published in 

197 1 justified this attitude arguing that. 

"The evolution of the twentieth century's Mexican science and technology is 
based on petroleum. Its' forces multiply its benefits: it favours the automobile 
and aviation industries' expansion and agriculture mechanization; it becomes 
indispensable for thermal-electric power generation. machine lubrication, the 
production of greases. asphalt waxes. works as the basis for artificial rubber, 
inks and insecticides ... Its use has changed transportation and cornrnunication 
systems to the point of modifying customs and development perspectives. The 
old natural product. kept within the earth's bowels for thousands of years. 
renews and multiplies its powers when new eyes re-examine it" (PEMEX, 
1971:l I). 

The petroleum bonanza experienced in the earIy years of Lopez Poitillo's 

administration pushed the GNP between 1976 and 198 1 to an average annual growth rate 

of 8% (Teichman, 1988). The Sonda de Campeche (Campeche Sound) oil field helped 

PEMEY to rapidly increase its production almost to the levels dreamt by Diaz Semno. 

The project was carried out by incorporating the foIIowing strategies of oil production 

targets of 2.25 million barrels per day, and an export capacity of 1.1 million barrels per 

day by 1982 (Teichman, 1988). The plan envisioned a gradual reduction of operating 



expenditures and an increase in labour force productivity as hydrocarbon production 

grew. 

In 1979, the petroleum strategy was M e r  accelerated due to the extra revenues 

collected from higher prices caused by the Iran-Iraq war. On March 18, 1980 (non- 

coincidentally the anniversary of Cardenas' Expropriation Decree) Lopez PortilIo 

proposed a new program to increase oil production and export quotas for 1982 to 2.75 and 

1.5 billion barrels of crude per day, respectively. The plan predicted that, if investments 

were maintained at the current levels. PEMEX could reach export tigures of 3.5 billion 

barrels of crude and 4.3 billion cubic feet of natural gas by 1985 (Teichrnan, 1988). This 

was. by far. the most ambitious project ever conceived in Mexican history, and the 

administration of Lopez Portillo committed all its resources to see it accomplished. 

It appeared logical for the private sector to join in on the President's optimism. His 

plans had already been successful for the first four years of his administration and 

international acgencies forecasted even higher oil prices tbr the decades to come. 

Consequently, large industrial projects were undertaken with both Mexican and foreign 

capital. 

The optimism on the economic and social outcomes of Lopez Podlo's 

development strategy made him an extremely popular president. The overconfidence that 

characterises his sexenio is illustrated by an official document, published in December of 

1980. it estimated that at the existing public investment rates of 1979 and 1980, 

unemployment could become totally eliminated by the year 2000 (Carrada-Bravo, 1982). 



The economic confidence generated by the petroleum-based development strategy 

strengthened the political confidence of the regime. As observed by Basaiiez (1982), 

Mexico's economic growth guaranteed not only the recovery of the political legitimacy 

lost during the 1968 student massacre at Tlatelolco, but also the continuation of the 

system into the hture. Despite the political strength that the PFU collected from this 

petroleum bonanza, Lopez Portiilo decided to pursue a long promised electoral reform. 

By opening the Federal Electoral Commission to new party registrations, and providing 

them with public funds. Lopez Portillo was able to obtain a more plural congress party 

composition. Oil revenue was also employed by the regime to strengthen its democratic 

appearance in the international community [Phillip, 1982; and Grayson, 1988). 

Despite the simplicity of his strategy. Lopez Portillo's project was modified over 

time for economic and political reasons. As his sexenio came to its close, as many as 

three ministers that formed the energy cabinet. had presidential aspirations. According to 

one of the most important features of the Mexican political system. the President has the 

option of choosing, amongst his closest cabinet collaborators, the next PRI's presidential 

candidate. Since the Ministers of Energy, Treasury. Planning and Budget and the head of 

PEMEX himself had political aspirations, their interactions became distracted from 

efficient and effective policy-making. 

Also, PEMEX's operations were not conducted without hctional difliculties. The 

rapid expansion rate caused PEMEX to face enormous operative challenges such as the 

need to revamp its refineries as well as other facilities along with the need to conduct 

additional drilling and exploration activities. These activities required expertise, materials 



and equipment that could not be supplied domestically. This situation forced PEMJX to 

acquire these services and goods abroad, increasing operational costs and requiring 

borrowing fiom international financial institutions. 

Since profits from oil exports were supposed to be employed in financing 

development, PEhfEX was subject to increased fiscal pressures. As Table 4.12 shows, the 

Federal Government established a set of taxes to extract fiscal revenue away fiom 

PEMEX. The Federal Government extracted 'rents' from PEMEX's operations through 

three different taues. PEMEX was required to pay a 'Special Tax on Products and 

Services' (IEPS) on its sales to gas distributors and on its internal fuel consumption. 

Secondly, it was required to pay a combination of three types of federal duties on 

hydrocarbon expIoitation, nameIy the 'Right for Hydrocarbons', the 'Extraordinary 

Table 4.12 
PEh4L.X Fiscal B~rden,  1975 - 1999 

(Million Pesos) 
Fiscal 

Burden 
(%) 
55.6 
55.5 
58.5 
60.7 
63.4 
64.8 
60.7 

, 64.9 

Taresand 
Rights 
Paid 

24,327 
29.435 
35,736 
43,889 
52,335 
55.409 
58,662 
10.999 

Year 

1975 

PEMEX 
Gross 

Income 
8 

1983 
1984 

1 1985 
1986 
1987 

Source: PEMEX. I999c. Annual Statistics. 1999. p. 3 I. 

PEMEX 
Gross 

Income 
43.761 

1976 
1977 
1978 
1979 

[ 1980 
1981 
1982 

Taxes and 
Rights 
Paid 

154.339 
190.641 
184,086 
211.161 

63.8 
67.6 
65.9 
66.2 

Fiscal 
Burden 

(%) 

3.152 
4.678 

Year 

2 1 2 5 . 6  
45 
76 
100 

166.2 
508.8 
852.2 
1.571 

1996 
1997 

1988 

242,034 
282.031 

1989 / 53.041 

1.496 1 47.5 

10 
20 
3 0 

1990 
1991 
1992 
1993 
1994 
1995 

2.3 76 
6.561 1 3.734 
9,802 1 5.107 
25,734 1 14.702 

22.1 
26.5 
30.6 

61,136 
72.269 
82.550 
85.565 
96,718 
158.793 

50.8 
56.9 
52.1 
57.1 

1998 
1999 

279.512 
318,898 

63 1 3 7 . 9  
162 1 31.8 
23 8 
327 

27.9 
20.8 



Rights over Hydrocarbons', and the 'Additional Rights over Hydrocarbons.' Finally, 

PEMEX was obliged to pay. as well a s  all other industria1 sectors, reguIar taxes on 

'Income and Rents', and taxes on the sale of 'Goods and Services' (Garcia Paez, 1994). 

During Lopez Portillo administration the fiscal burden charged to P E W  averaged 

30.26%. However. this burden increased significandy during the ensuing years of 

Mexico's financial difficulties. De la Madrid's administration averaged 53.33%; Salinas' 

60.6%: and Zedillo's administration averaged a fiscal burden of 65.68% between 1994 

and 1999. 

PEMEX became a source of enormous resources for the Federal Government. Such 

aggressive fiscal policies diminished the corporation's profit margins and its capacity to 

reinvest in its own expansion. At the same time as PEMEX operated under high taxation 

fiscal regimes. it also incurred constant operational losses. Paradoxicdly, while operating 

under a deticit during these periods PEMEX has been simultaneously ranked as one of the 

ten most important petroleum firms in the world. 

Lopez Portillo's petroteum-based development strategy impacted Mexican foreign 

relations. particuIarLy with the United States. These relations experienced frequent ups 

and downs during the Mexican oil boom. After the 1973 oil embargo, the United States 

Congress approved the implementation of the United States Strategic Petroleum Reserves. 

The newly discovered reserves in Mexico represented a geographic advantage in 

accessibiIity for such strategic reserves and were seen as a possible way to gradually 

break up the power of the OPEC (AngeIes, 1984). Lopez Portiflo saw the United States' 

interest in Mexican reserves as a way of guaranteeing Loans from United States banks and 



as a way to obtain support from the IMF and other international lending institutions to 

restructure the existing blexican foreign debt and to broaden economic co-operation. 

Consequently, Mexico decided to supply up to 50% of the light crude oil required for the 

US reserves at lower prices than those established by OPEC (Teichman, 1988). 

This decision became disadvantageous for Mexico since it did not result in 

increased investment in areas other than the Lbfaqrriladora projects, nor did it provide open 

access to broader economic co-operation. Instead. exporting its light crude at low prices 

not only meant a loss in revenue but also depleted the country's existing light crude 

reserves (Grayson. 1983). As if these problems were not enough, Mexico's deal with the 

United States hurt its relationship with OPEC at a time when oil producers needed to 

coilaborate in order to recuperate their market. Exporting crude to the United States did 

facilitate access to foreign debt. which proved to be harmhl over the long term. 

The first conflict appeared in 1977. when the United States government opposed a 

contract for gas delivery signed between PEMEX and the US firm Border Gas, arguing 

that the price was too high. Even though the parties had agreed to a reference price of 

category No. 7 he1 oil delivered to New York. the Carter administration argued such 

price could increase inflation by Iinking the United States market to rising international 

hel prices. 

Concurrently with this conflict, Mexico and Border Gas agreed to a tong-term gas 

suppiy contract. which required a significant investment in order to construct a new gas 

pipeline in Mexico. After difficult negotiations with the IMF to excIude the financing of 

the pipeline &om the country's credit quo4  President Carter seat a proposal to the United 



States' Congress for immigration restrictions aimed at Mexicans, without the courtesy of 

consulting Lopez Portillo. This led to ar, exchange of reprobatory statements by the two 

administratiom and the eventual United States withdrawal fiom the agreement after 

PEMEX had already started to bui id the pipeline (Grayson. 1984)- Although such an 

expensive gas infrastructure was later deployed for domestic gas distribution, it seriously 

damaged relations between the two countries. 

Despite these events. the Islamic revolution in Iran helped to increase oil exports 

from Mexico to the United States between 1977 and 1980. During this period, the United 

States acquired 87% of its petroleum imports Erom Mexico (Grayson, 1988). Moreover, 

the United States realised that the development of the Mexican economy was in its own 

interest. The other reality is that Mexican economic difficulties have resulted in increased 

immigration to the United States (Teichrnan. 1988). 

The Neo-liberal Reform of the Petroleum Industry (1982-1994) 

The economic crisis and Neo-liberal refonn that folIowed in Mexico between 1982 

and I994 had a significant impact on the Mexican petroleum sector. This sage represents 

a fifih phase in its historical evolution. 

By 1982 it was evident that Lopez Portillo's plans for grandeur had proven to be 

unrealistic. His strategy did not foresee that during the late 1970's the international oil 

market was experiencing a s m c d  change; that is, transforming h m  what was known 

to be a 'producers market' into a 'consumers market' (Teichman, 1988). High oil prices 

attracted new oil producers to enter the market whiIe at the same time consumers were 



introducing energy saving programs such as gasoline substitution and the establishment of 

strategic reserves. At the time, Lopez Portillo pursued a highly committed strategy 

toward what he believed were sound increasing oil price forecasts, which were in reality, 

on the verge of decreasing. 

The wisdom of Lopez Portillo's strategy was not questioned until mid-1980. Some 

sectors of society, influenced by traditional revolutionary economic nationalism, 

disagreed with this strategy based upon the belief that it wodd be a mistake to adopt a 

development strategy that seemed overly dependent upon oil export revenue (Grayson. 

1988). Two complementary strategies proposed by Miguel De la Madrid. Minister of 

Planning and Budgeting at the time. were adopted: first. the diversification of its clientele. 

avoiding concentrating more than 50% of its exports on any single country; and second, 

seeking increased co-operation with developing countries. exchanging oil sales for 

technology, services and investments. and providing easier access for Mexican products 

to foreign markets. .h example of this was the trade for a 200 kilometres French 

constructed and operated subway system in Mexico City, tbr a year's supply of light 

crude Mexican oil (Baker. 1984). 

As the nation tried to implement these strategic adjustments, international oii prices 

began to decrease. A series of significant events followed in early 1981. First, the 

Mexican heavy crude called Maya became less marketable since it had a high content of 

suIphur and metals that caused problems at international refineries. Consequently, 

Mexico was forced to accept a $6.00 per barrel price reduction. Secondly, OPEC 

members failed to meet and agree on effective production cuts which when combined 



with significant market saturation, pushed prices further down. However, the most 

important event was the consumers' strategy to force price reductions. Multi-National 

petroleum corporations refiised to pay current OPEC prices and stopped buying oil 

products (Lajous, 1987). 

As Cupolo (1994) notes. Mexico had difficulties in selling the 200,000 barrels per 

day it was producing. Since PEMEX could only store four days of production, Lopez 

Portillo and Diaz Serrano were forced to re-evaluate Mexico's oil strategy. being forced to 

either initiate a production reduction or a price decrease. The outcome was an unilateral 

price reduction of $4.00 on all of PEMEX crude oil products (Gentleman. 1984). Such 

measures initiated a long and dificult process of price reductions. implemented in June 

and July of 198 1 and again in January and February of 1982. 

Following Mexico's lead. the other international oil producers moved towards 

establishing cheaper prices for their products in 1981. Despite these significant price 

reductions. PEMEX still lost customers and experienced reduced sales to the United 

States. Sweden. India. Yugoslavia, Philippines and France. Revenue loss reached % I  

billion dollars by July 1982. forcing Mexico to cut public expenditure by 4% and forcing 

it to negotiate with the United States a new contract to supply the Strategic Reserve 

(Lajous, 1987). As a result. the United States acquired 106 million barrels of oil for its 

Strategic Reserves for $3 1.80. a price that was lower than that of OPEC's members, the 

spot market, or Alaskan crude oil (Riding, 1984). 

If Iost petroleum revenue were not harsh enough for the Mexican economy, high 

interest rates fiom foreign banks, increasing pubIic and private foreign debt and fears of 



bankruptcies drove capital away from the country. Mexico's currency devaiuation and the 

announcement of a drastic adjustment program by Lopez Portilto prompted financial 

instability in 1982. This program included an 8% reduction in public expenditures, price 

increases in public services, and increased restrictions on the monetary supply. Despite 

these drastic economic measures. in 1982 Mexico experienced a public deficit of 18% of 

GDP, the tripling of foreign debt from $18 billion to $52 billion and an estimated capital 

flight of about $20 billion (Teichman. 1988). 

Mexico was forced to accept difficult conditions in order to reach a new agreement 

to supply the United Sates' strategic petroleum reserves. The deal included an advance of 

$1 billion along with $1.5 billion credit provided to cover existing foreign debt 

obligations. Furthermore. four special conditions were accepted in order to acquire a $4 

billion loan from the IMF. First. Mexico could not declare bankruptcy. Secondly. the 

guarantee required for existing credits was its oil. Third. if Mexico could not obtain new 

credits. then it would have to increase its oil exports or ask for advance payments for its 

oil. Fourth, the petroleum mix shipped for the strategic reserves had to contain 100% of 

the country's best quality oil for a price between $25.00 and $55.00 per barrel (Cupolo. 

1994). According to Riding (1984:270), the terms of the deal offered by the United States 

"...were so humiliating for Mexico that the government banned any mention of them in 

local newspapers." 

Mexico's economic dependence on the United States at the time was so tight that 

despite an attempt by Saudi Arabia to rescue Mexico from such an inconvenient deal, 

Mexico preferred to protect its relations with the US. According to Lajous (1987), in an 



attempt to derail the agreement to supply the Strategic Reserves, Saudi Arabia offered 

Mexico a $12 billion loan. Saudi Arabia thought that the Mexico-US deal ~vould push 

international prices even lower and therefore attempted to lever Mexico from its financial 

trouble. However, as a result of its fear of financial retaliations from the US, Mexico 

refused the Saudi offer. 

The last months of Lopez PortiIIo's administration were characterized by dramatic 

attempts to control the rampant flight of capitaI. During his last -address to the nation,' 

two months betbre leaving office, he announced the nationalization of private banks and 

the establishment of tougher foreign exchange controls. Instead of acting as damage 

control. Lopez Portillo's drastic decisions funher pushed Mexico into the most severe 

economic crisis of its post-revolutionary history. 

When De la Madrid assumed power in 1982. Mexico's foreign debt had reached 

some $83 billion US dollars. the second highest amongst less developed countries; and 

the peso had been forced to devalue threefold in an eighteenth month period (Cardenas, 

1989). International oil prices were depressed and Mexico saw the total volume of its 

exports reduced by one third, Furthermore. internal political struggles and inadequate 

storage facilities fed a loss in customer confidence. France, India. Sweden and 

Philippines either reduced or canceiled their imports of Mexican oil resulting in a loss of 

approximately one billion dollars (Teichman, 1988). 

Unlike the previous strategy, President De la Madrid (1982-1988) drafted and 

implemented a development plan that envisioned the departure from an economic over 

dependence on the nation's oil resources and the development of non-petroleum exports. 



Despite De la Madrid's interests in carrying out a sigtllficant reform of the Mexican 

economy, the financial crisis h inherited forced him to focus on dealing with one of the 

nation's more severe economic crisis of this century. 

Table 4.13 
Public Sector, Energy Sector and PElMEX Investment, 1980-1998 

(Miion Pesos) 

*: Energy sector investment includes CFE and CLFC physical and financial 
investments. 
Source: PEMEX. 1999~. Annual Statistics. 1999. p. 12. 

PEiMEX paid the price for the financial crisis of the 1980's. As Table 4.13 shows, 

between 1980 and 1998. PEMEX captured an average of 63% of dl the energy sector 

investments and 26% of all public sector investments. As a percentage however, 

investments in the petroleum industry dropped between 1982 and 1990. Despite De la 



Madrid's intentions to develop a broader set of agreements for economic co-operation in 

the areas of non-oil technology, foreign investment or trade, Mexico continued its e,xports 

concentrated on a singie product: oil: and on a single customer: the United States 

Strategic Petroleum Reserve. Mexico's economic recession forced the government to 

reduce its budgets, freeze capital spending, and introduce emergency measures in order to 

increase cash flow and decrease its foreign trade deficits (Fuentes and Lumbreras, t 996). 

To amend these and other development problems, De la Madrid accepted a new 

agreement with the [MF. that required tougher financid readjustments such as the 

privatization of SOEs. introduce a deregulation program and initiating the opening of the 

economy to free wade. This agreement came with a11 its political consequences. and 

produced a W e r  loss of credibility since De la Madrid's adminimtion could no longer 

offer the economic growth rates. nor the socia1 welfare programs that had historically 

assured the regime's legitimacy in the past. Consequently. the President conceived a set 

of political and economic strategies to rescue some political support for his 

administration. 

PoIiticaIly. he mounted the 'Renovacidn ,\!oral' (moral renovation) campaign 

targeted at correcting the population's impression, developed during the previous decade, 

of the high levels of internal corruption within PEMEX. This permitted the regime to 

regain some popularity and consoIidate the rise of a group of young reform economists 

into power (Grayson, 1988). Economically, De la Madrid drafted the National 

Devetopment Plan (PND), that attempted to overcome Mexican exterior vulnerabilityt 

including the negative effects of an oiI 'buyers market.' Unlike Lopez Portillo, De la 



Madrid's plan considered oil to be a very important, but not the only, factor for economic 

development. 

The PND included a National Energy Program (PNE) with four concrete strategies: 

a) the adjustment of domestic prices for oil and oil products to international levels; b) the 

establishment of a closer relationship with OPEC; c) the end of oil related subsidies; and 

d) the development of a program to intemationalise PEMEX activities. Accordingly, oil 

revenue would be used to support the exploration and exploitation of non-oil industry 

resources such as cod. nuclear energy and hydroelectric power. Domestic prices of 

hydrocarbon products would be adjusted in order to terminate the system of direct and 

indirect subsidies. PEMEX would also see its expansion projects reduced and its foreign 

trade modernized in order to deal with the complex oil 'buyers market.' Mexico would 

strengthen its relationship with OPEC and co-operate with the stabilisation of the oil 

markets. Finally. the industry would try to intemationalise Mexican oil with downstream 

partners to reach consumers directly." 

In order to reverse the excessive dependence on the United States, De la Madrid 

conceived two interrelated strategies: a) to 'rationalize' PEMEX's organisation to achieve 

higher levels of efficiency and flexibility; and b) to enhance the company's export 

diversification. Consequently. PEMEX allowed the Mexican private sector to participate 

for the first time ever. in the import and production of 36 basic petrochemical products. 

This IiberaIisation implied the reform of Article 27, which reserved exclusively these 

" See Krauze ( t 997a and 1997b); Fuentes and Lumbreras (I 996); and Huerta (1 996). 



functions for the Mexican State. This has been viewed as the fvst step towards a greater 

liberaiisation of Mexico's petroleum industry (Salas, 1992). 

The rationalisation of hydrocarbon consumption through higher prices was tied to 

another central goal of the PND: the decentralisation of the Mexican economy. 

Nonetheless, it was a while before the State could reform the law to execute its strategy 

and before PEMEX could avoid its historical 'social function' responsibilities. 

The National Development Plan resulted in successful economic accomplishments 

such as the rescheduling of foreign debt, a new reform program, expansion of the 

muquiladoru system. joining the General Agreement on Tariffs and Trade (GATT). and a 

reduction in inflation rates (Lajous. 1987). More importantly, Mexico abandoned the 

Import Substitution Industrialization development strategy and modified the commonly 

held belief that the State (through the PEU) was responsible for carrying out the social 

agenda inherited From the Mexican Revolution. Moreover, it initiated programs that had 

been banned by the 'Revolutionary' regime in the past. such as opening the borders to 

foreign trade and investments or reducing the participation of the State in the economy. 

For Teichman (1988) and Grayson (1988). De la Madrid is responsible for initiating 

the first steps towards the deregulation and liberalisation of the Mexican economy and its 

petroleum sector. However, despite such reforms. De la Madrid only provided the seeds 

for the much greater Neo-liberal reform conducted by Carlos Salinas in the years to 

follow. 

Salinas' administration represented the beginning of a new era for the Mexican 

petroleum industry. Salinas took ofice in the midst of a highly questioned electoral 



process, yet he rapidly increased his popularity through a series of anti-corruption 

measures (Butler and Bustamante. 199 

Salinas' reforms extended into every aspect of the national economy; completing 

the transition between the IS1 into a Neo-liberal project that included an extensive 

program of economic deregulation, liberalisation and privatization. Sdinas opened the 

nation's borders to Free trade and foreign investment and decided that Mexico should 

become an active member of the international economic community. " 

Salinas' project also included a reform program for the petroleum sector. Aware of 

PEMEX's deep symbolism. Salinas was carehl to deny any rumours about its possible 

privatization. which had been spread by his rival Cuauhtemoc Cirdenas. during the 

presidential campaigns of 1988. As Cupolo (1994) describes. Salinas knew that radical 

changes of PEMEX's social role could cause important reactions from opposition parties 

on the basis of the general population's attachment to the nationaiistic rhetoric of the 

revolution. Consequently. even if PEMEX required an urgent transformation. oil policy- 

making was done discretely during the Salinas's sexenio. 

Cautiously? Salinas advanced the liberalisation and rationalisation of the oil sector 

by forcing an internal reorganization of PEMEX activities. Among the most important 

18 A month after he took office, the Mexican army and judicial police arrested Joaquin 
Hernandez, moral leader of the STPRM, on charges of possession, colIecrion and illegal 
aansfer of a m ,  national security violations, resisting arrest and homicide. He was 
charged with tax fiaud of roughly 3.5 billion pesos (La Jomada, January I 1,1989, A-3). 
b Carlos Salinas's administration received enormous attention in academic Literature. For 
a summary of the Neo-liberal reforms carried out between 1988 and 1994 see Marquez 
(1995). 



measures, Salinas established stricter financial and administrative control mechanisms, 

founded an independent petroleum comptrollership office and put an end to STPRM 

privileges such as subcontracting and its dosed-shop contractual clauses (Cupolo, 1994). 

These measures received popular support, but the most significant reform to 

PEMEX by Salinas was the breaking up of PEMEX into four smaller companies and a 

modification of Xrticie 28. The reorganization of PEMEX into four subsidiaries: 

production and exploration. refining. n a m l  gas arid basic petrochemicals, and secondary 

petrochemicals allowed it to create four independent. more efficient and politically neutral 

organisations as well as reduce its numbers of employees. The total number of PEMEX 

employees was reduced tkom 170.766 in 1988 to 106.676 in 1993 (see Table 4.3). 

According to Constitutional limitations. the tirst three subsidiaries would remain as State 

monopolies. however the fourth would be allowed to form joint ventures with foreign 

f m s .  

Within the new structure of PEMEX. each subsidiary's board of directors was to be 

independent of each other and responsible for establishing autonomous operations and 

strategic management. His subsidiaries would be co-ordinated by a Mexican holding 

company. These reforms inciuded the introduction of efficient bidding procedures; the 

creation of information systems to make oii data available to the Energy Commission of 

Congress. the Central Bank and other governmental agencies, and to increase the auditing 

of PEMEX activities (De la Vega, 1999). 

Salinas' petroleum reform a h  included the reorganhation of the petrochemical 

sub-sector. Since the constitution prohibits foreign investment in basic petrochemicals 



considered part of a strategic sector, in 1991 the Ministry of Energy reclassified certain 

petrochemical plants from basic to secondary status. This measure was aimed at opening 

the door to $10 billion in international investments for the construction of '71 new 

petrr?chemical plants (Cupolo, 1994). However. foreign investors were not attracted, 

despite the withdrawal of the constitutional mandate requiring 51% national ownership.30 

Although the United States pressed Mexico to include it, petroleum was specifically 

excluded from the NAFTA negotiations. While Mexico. Canada and the United States 

bargained the details of their Free Trade Agreement. PEMEX issued a statement declaring 

that proven reserves stood at 65.5 bitlion barrels. including 44.56 billion barreIs of crude. 

14.2 billion of natural gas and 6.7 billion of other hydrocarbons. PEMEX estimated that 

these reserves would last for another 50 years at current production rates." 

Within NAFTA. Mexico accepted tbreign participation in its oil industry but limited 

it to 'service' and 'performance' contracts by which a driller is paid a flat fee irrespective 

of the possible oil discoveries. with an extra bonus in cases of success. 'Risk' contracts, 

by which the driller assumes ownership of a proportion of the oil discoveries, were 

rejected as violating Article 37 of the Mexican Constitution. 

j0 This is an issue that has received significant attention From scholars. One position 
argues that the private sector has been reluctant to invest in the Mexican petrochemical 
sector since political instability compromises the investment stability in case of a left 
wing victory in the 2000, presidential etections, The ascendance of C. Cardenas to power 
couId signifL the potential nationahtion of the sub sector. The other position believes 
that the current petrochemical infkmcture is in such bad condition that investors require 
W e r  incentives than just the liberalisation of the sector, regardless of elected results. 
'' See Mex-Economics; News and Analysis on Mexico. "On Conflicting Estimates of 
Petroleum Reserves". December IS, 1992. 



Despite the significant transformation in PEMEX conducted by Salinas, the project 

was very discrete in comparison to the reforms conducted in other vital sectors of the 

economy such as banking, communications and trade. Salinas achieved a drastic 

transformation of these sectors by putting banks, most communications inbstructure and 

commercial activity back into the hands of the private sector. PEMEX, however, 

continued operating as one of the last SOEs. De la Vega (1999) believes that this 

occurred for two simple economic and political reasons. First, despite Salinas' overall 

success. his administration still depended upon PEMEX's resources to h d  its economic 

and social programs. Secondly. even though the political culture had changed with the 

acceptance of Neo-liberalism and political reform. the nationalist ideas. beliefs and values 

that attached PEMEX to the Mexican Revolution were still very much unchanged in the 

minds of the population (Fuentes and Lumbreras, 1996)." 

PEAMEX'S Present Reality (1994 - 2000) 

AAer a complex evolution over si-xty-one years of history. PElMEX faces a current 

reality full of challenges and problems. While PEMEX continue to maintain some of the 

basic features that have characterized it for decades. such as its association with 

nationalistic and independentist values: it is also in the midst of an interesting process of 

change, mostly with respect to its role in the international petroleum market. The 

3' hgiehart. Basaiiez and Nevitte (1994) offer a description of the Mexican political 
culture during the Iast two decades. According to them, Mexicans have become more 
comfortable with the Neo-liberal ideas of smaller State and fi.ee trade. 



historical evolution of Mexican petroleum industry concludes with a review of its present 

reality. 

Despite the significant reforms conducted in PEMEX between the De la Madrid and 

Zedillo administrations, in some elementary aspects it continues to be basically the same 

SOE as conceived by L i m o  Cardenas in 1939. PEMEX still plays a strategic role for the 

political regime in power, and remains the utmost symbol of nationalism and 

independence in an e n  of globalization and free trade. 

As well. PEMEX has developed some other problems over the years since its 

inception. P E E Y  still performs the function of 'blood* (Riding, 1984) or 'living 

plasma' (Garcia Paez. 1994) that feeds the Federal Government with enormous resources 

deployed secretly at the discretion of the President. At the microeconomic level, PEMEX 

continues to be one of the larger users of the means of production in Mexico, particularly 

labour. capital and raw materials. At the macroeconomic levei PElMEX still provides 

significant contributions to public finances. the country's trade balance. as well as making 

significant contributions to the Gross Domestic Product. 

Table 4-14 illustrates the Federal Government's continued dependence on PEMEX's 

fiscal contributions. Since the oil glut of 1980, the petroleum industry has contributed an 

avenge 33.3% of ail government income as a result of a set of regulations that forced 

PEMEX to pay government royalties in the form of various contributions and taxes. 

Despite Zedillo's attempts to liberalize PEMEX activities, during his Presidency PEMEX 

contributed an average 35% to the Federal Government's fiscal revenue. 



Table 4.14 
Federal Government Fiscal Income, 

PEMEX Gross Income and Fiscal Contribution, 1975-1999 
(Millions of Pesos) 

Fed. PEMEX Fed. PEMEX 
Gov. PEALEX Fiscal O h  Gov. PEMEX Fiscal % 

Year Fiscal Cross Contrib Ratio Year Fiscal Gross Contrib Ratio 
Income Income ution (2 11) Income Income ution (2 / 1) 

11) (2) (1) (2) 
1975 8 2 1987 34,681 25,734 14,702 423 
1976 45 10 1988 68,678 43,761 24,327 35.4 

Source: PEMEX. 1999c. Annual Statistics. 1999. p. 9. 

Table 1.15 
National and PEiMEX Trade Balance, 1980 - 1999 

(Billion Dollars) 

Source: PEMEX. 1999c. Annual Statistics, 1999. p. 16 

1987 
1988 
I989 

*: PEMEX Trade Balance includes oil derivatives, gas and petrochemicals 

8.7 
2.6 
0.4 

I 

1997 
1998 
1999 

8 
6.1 
7 

0.9 
2.3 
17.5 

0.6 
7.9 

8.5 14.1 
4.9 
6 5  

0.6 



With respect to its trade balance, PEMEX's contribution to the country's exports 

continues to be so significant that they help control the trade deficits of the Mexican 

economy. Table 4.15 shows the evolution of the National and PEMEX trade balances 

between 1980 and 1998. With the exception of 1987, between the periods 1982-1989 and 

1995-1998 PEMEX positive trade balances alIowed the Mexican economy to achieve its 

own positive trade balance. 

It is important to note that the fiscal participation ratio of PEMEX in the Federal 

Government's fiscal income has varied according to the condition of the Mexican 

economy. For example. during those periods characterized by economic growth (1980- 

1981 and 1990-1994) the average contribution of PEMEX diminished to only 27%. 

Meanwhile. when the Mexican economy sufTered financial crises (1982-1990 and 1995- 

1997). the participation of PEPVIEX'S revenue as a percentage of the Mexican GDP 

increased to an average of 38%. The mavimum contribution reached 46.7% in I984 as 

President De la Madrid sorted through the various financial dificulties he faced. These 

figures show that the Federal Government continues to be extremely dependent on the 

revenue obtained through the taxation of PEMEX's activities through the Zedillo's 

administration. PEMEX has been become a 'cash cow' for the Federal Government, 

which has extracted resources from it through axes, as the Mexican economy fluctuates 

between periods of growth and crisis. 

Another problem faced by PEMEX during its evolution. is the fact that the 

government / PEMEX dependence operates symbiotically. While the President has relied 

on PEMEX's revenues during tough economic years, PEMEX's operating budget is itself 



determined by the Federal Government and is included within its own expenditure 

budget. Consequently, PEMEX investment and development strategies are linked to the 

fmancial constraints and political negotiations conducted by the Federal Government 

during the process of budget design. 

Interestingly, while the government is highly dependent on PEMEX for fiscal 

revenue and the economy is dependent on PEMEX For controlling Mexico's trade 

balances, the internal economy is not. As Table 4.16 illustrates, PEMEX is the most 

important corporation in the Mexican energy sector. having contributed up to 77% (1996) 

of the sector's GDP. However. PEMEX's participation in the Nation's GDP has been 

more modest. not exceeding 3%. This figure clearly suggests that dthough the Federal 

Government has been highly dependent on the revenue generated by the petroleum output 

of PEMEX. the Mexican economy is safely diversified and has avoided any over 

dependence on the revenue generated by its petroleum industry. 

Table 4.16 
Energy, Oil and National GDP, 1980 - 1998 (Million Pesos) 

Source: PEMEX. 1999c. Annual Statistics. p. 7. 



Governmental prcgrams and the salaries of public servants are highly dependent on 

PEMEX's exploitation of the nation's natural resources. This situation has become an 

'agency rehtionship' in which the Federal Government acts as an agent of the citizens 

with respect to the best use of Mexico's natural resources. However, the informational 

asymmemes between the parties allow this agent to take a larger share of the benefits. As 

Sdas suggested (I992:164), "throughout its history, the behaviour of the Mexican oil 

industry can be interpreted as a continuous process of rent bargaining between the 

government and the industry's internal and external agents." 

Garcia Paez (1994) has suggested that Mexico should l em that its economy is not 

solely dependent on its oil industry. It is very dificult for PEMEX to develop greater 

productive efficiencies and 'maximize the value of Mexico's hydrocarbon resources,' as 

suggested in its mission. if it continues to be used as the m a .  source of public € i c e s  or 

as the basis of its guarantee of its foreign debt obligations. As with any other oil 

corporation, PEMEX requires sficient resources to modernize its assets, protect its 

reserves and promote internd technical innovations. 

"[PEMEX has] the enormous responsibility of producing and distributing 2.7 
billion barrels and 3.6 bitlion cubic feet of natural gas per day: generating 90% 
of the primacy energy consumed in Mexico; capturing 33% of foreign funds; 
producing all basic hydrocarbon derivatives; providing about a third of the fiscaI 
revenue; promoting the development of the capital goods industry; and 
promoting equal regional development and ecological protection. Therefore, 
PEMEXs ~~sponsibilities shodd not be under-considered or left to inertia" 
(Garcia Piez, 1994:75). 



Table 1.17 
Average Price of Mexican Petroleum Mix, 1980 - 2000 

Source: PEMEX. t999c. Annual Statistics. 1999. p. 7 

(US dollars per barrel) 

A final consideration on PEMEX's current problems is the continuing decline in 

Year 
1980 
1981 

international oil prices. As Table 4.17 illustrates. after the oil price bonanza of 1980 and 

1951, when the price of the Mexican petroleum mix averaged $31.95 and $33.17 per 

barrel. the international prices experienced a dramatic decline with an annual average 

Price 
18.77 
14-51 

Price 
3 1.95 
33.17 

price decline of 12.01%. After over a decade of an average price of $19.00, the prices fell 

Year 
1990 
1991 

to a historical minimum of $8.61 per barrel in 1999, 

Despite the fact that PEMEX production costs were estimated at approximately 

53.50 per barrel (Garcia Zuiiigs 1999). the lost petroleum revenue. large fiscal tauation 

and the increased financial costs of the foreign-debt strategy employed to develop 

PEhIEX-s infrastructure during the 1970-s. have all become enormous challenges to 

PEMEX's fianciai viability. Greater economic outputs and smaI1er inputs have put 

PEMEX (and the nation for the matter) on the verge of bankruptcy. The result has been 

the financial weakening of one of the largest petroleum firms in the world. As Garcia 

Paez ( 1994) concludes, not even the richest and most productive and efficient h in the 



world is capable of standing the excessive burden that the Federal Government imposed 

on PEMEX. 

Throughout its historical evolution, PEMEX developed particular relationships with 

the political entities that comprise the Mexican Republic. To understand the historical 

evolution and nature of such interactions. this section describes the relationship between 

PEMEX and the authorities and communities of the State of Campeche. 

PEMEX Relationships with the State of Campeche 

The State of Campeche is one of the three States that form the Yucatan Peninsula in 

Southeast Mexico. Its capital. Campeche City. has one of the oldest populations in the 

Americas. having been founded in 1548 by the Spanish explorer Francisco de Montejo. It 

was recognised as an independent State in 1858 and President Benito Juirez ratified its 

existence in 1862. As one of the 31 sovereign States that form the Mexican Republic. 

Cmpeche agreed to participate in the Federal-Republican arrangement estabIished in 

19 17 by accepting federal authority over its territory, 

Geographically, Campeche is strategically located since it has easy access to several 

Latin American and US markets. It borders t h e  of the most important states in Mexico, 

Yucatan. Tabasco and Quintana Roo as well as bordering the Central American nations of 

Belize and Guatemala, With a total territory of 56,858 square kilometres distributed 

among nine municipalities, Campeche is the 18' largest state in Mexico. Its shore 

extends 523 kiIometres along the Gulf of Mexico and the Laguna de T h i n o s  (See Map 

4.2), for a marine territory of 7,900 square kilometres. 



Map 4.2 
Campeche, Geographic Location 

Source: Elaborated from the Government of Campeche web site. 
Http:l/www.carnpeche.gob.mu (January 25,2000). 

The results of the most recent national census provide a clearer picture of 

Carnpeche's demography (MEGI. 2000b). It is one of the least populated states in the 

country with only 689.656 inhabitants. Despite the fact that Carnpeche has important 

natural resources distributed across its geography, over 52% of its population is 

concentrated in its hvo most important urban centres. Carnpeche City with 216.500 

(3 1 -4%) and Cirtdad del Carmen with 1 7 1.000 individuals (24.8%) approximately. The 

rest is spread across hundreds of smaIl native communities with minimum access to 

services such as drinking water, sewage s e ~ c e s  or elementary education. Although 

Spanish is the most common language, 19% of the state's popuIation speaks a native 

language, mostly Maya (81%) and Chol(6%). Campeche's demographic growth rate has 

been diminishing for the past three decades. This is both explained by a reduction in birth 



rates from 3.8% in I970 to 2.1% in 2000, as well as an important emigration of its 

citizens into other regions of the country and to the United States (INEGI, 2000b). 

Campeche produces a large variety of products such as cattle, Fruits and vegetables; 

however, its most important industries are petroleum, fishery and timber. The largest 

petroleum production is located in the region known as the Sound of Campeche, directly 

adjacent to Ciudad del Curmen. Petroleum expioration in the area began in the late 

1960's. By the decade of the 1980's. the area had become the most important petroleum 

and gas producer in Mexico. According to official reports (PEMEX, 2000), the Sound of 

Campeche produced approximately 7.3% of the total gas and 29% of the petroleum 

production for Mexico in 1980. A decade Iater. these figures had increased to 30% and 

82% respectively. By 1999. the oil production of the sound reached a peak production of 

over 2.500 million barrels per day. representing nearty 85% of PEMEX's total production 

(PEMEX, 1999~). 

The Canfarell and .4bkatun oil fields are the sound's two most important sources of 

petroleum. supplying 38% and 9.4% of PEhCEX t o d  oil and gas production by 1999. 

Cantarell is the largest field in Mexico and the sixth largest in the world (PEMEX, 

1999b). By the same year, it had contributed to 42% of PEMEX's nation4 production 

and contains approximately 25% of the nationd proven oil reserves. Through its primary 

production (petroleum extraction without the use of secondary techniques such as 

pressure increases through water or Nitrogen injection), it has produced approximately an 

average 1 million barrels per day since 1979. Overall, 8 billion barrels of oil, representing 

approximately 30% of its total reserves. have been extracted h m  CanfiueII. This field 



has been so important for P E E X  that the SOE created the CantareN Directive 

Committee in 1996 to specifically to manage its operations. 

In order to increase production P E M X  plans to invest about 18.5 billion US 

dollars between 1997 and 20 10 to initiate secondary prod~ction.~~ Through the injection 

of nitrogen it is believed that Cantarell will produce another 6 billion barrels of oiI over 

the next twenty-five years. PEMEX believes these fields will continue to be the basis of 

the nation's petroleum production for another two decades since they are estimated to 

contain 56% of the nation's total petroieum reserves. and 43% of the total gas reserves 

(PEMEX. 1999b). 

Carnpeche's petroleum industry is solely administrated by PEMEX with minimum 

co-ordination or communication with the local authorities and without any economic or 

political accountability to the local population. PEMEX activities in the area have 

minimally influenced the local economy since the petroleum extracted from Campeche is 

shipped or piped directly to refining facilities located in Tabasco or Veracruz. Moreover, 

most of the supplies and the labour employed by the SOE are imported into the State. 

Consequently. most of the value-added activities are conducted outside of Campeche. 

With respect to the fishery industry. Campeche has the largest continental platform 

in the country (51.000 square kilometres) with ideal biological conditions for fish and 

crustaceans deveIopment; however, for issues that wiIl be explored later, Campeche 

contains onIy 27% of the fishing resources located within the Gulf (MEGI, 2000~). The 



local fishing industry is composed of two sectors: modem export-oriented shrimp capture 

and artisan fish capture. Shrimp fishing is made up of 260 fishing ships and 14 

processing plants located at 8 main facilities employing over 2,000 individuals. Fishing 

is made up of thousands of micro self-sustaining operators fishing with traditional 

techniques at low production and efficiency rates.3J 

The shrimp industry has experienced significant decreases in capture levels over the 

past two decades. According to the Secretaria de Pesca (2000), h e  industry has gone 

tkom a mavimurn catch of 14.000 tons in 1985 to average productions of 7500 tons 

between 1989 and 1999. Although there are no official figures on the fishing industry 

output. it is also suspected that this industry has aIso gone through a similar decline 

(Sales, 1997). 

Campeche was once considered one of the four most important sources of precious 

lumber in Mexico in the 1950's and the largest producer of shrimp during the 1980's. 

However. both fishery and timber production have seen a dramatic decline in production 

since PEMEX initiated its large-scale petroleum explontion and production over a decade 

ago (Ortiz. 1995 and Sales, 1996). Although an official report (SEPESCA-PEMEX, 

1997) criticized these sectors for a lack of planning, the need for production limits, and 

the need for sustainable development programs in the area; there are no studies that 

describe the present crises being facing by these industries. 

-- 

" According to a PEMEX Regional Development official, PEMEX pIans to spend in 
Cantarell a total of 18 billion dollars distributed in the following way: 8.9 billion in 
idiastructure, 2.3 billion in drilling projects, and 5.1 billion in expIoration projects. 

For a more extensive of Campeche's fishery see SEPESCA-PEMEX (1997). 



Table 4.18 
Campeche's Contribution to Mexico's GDP Excluding Petroleum (1970-1999) 

(Thousand New Pesos) 

I I I I I I 
Source: INEGI. 2000c. p. 43. 

Despite its once wealthy marine and forest resources. Campeche has increasingly 

occupied an insignificant role in Mexico's economy. According to official figures 

(NEGI. 2000~). and after excluding petroleum production. Campeche's contribution to 

the nations Gross Domestic Product has shified from 38" to j2" place between 1970 and 

1999. out of a total of j2 political entities (See Table 4.18). 

Table 4.19 
lMexico and Campeche per capita GDP Excluding Petroleum (1970-1999) 

(New Pesos) 
Year 

1970 

1980 

1990 

1995 

1999 

Source: INEGI. 2000c. p. 42. 

Campeche 

7.77 

48.46 

37.45 

8 1.72 

105.22 

National 

9.2 1 

63.97 

50.1 I 

125.28 

14738 

YO 

843 

75.7 

74.5 

65.23 

71.4 



At the per capita level, Campeche's non-petroleum insignificance is even more 

evident. The evolution of the per capita GDP contribution is illustrated in Table 4.19. 

The average contribution to the national GDP by an economically active individual 

dropped from 84% of the national average in 1970, to 65% in f 995. 

Campeche's smaIl economic output impacts dramatically upon the State 

eovernment's finances. According to Sales (1996). between 1987 and 1995 Campeche's - 
local tau collection slipped From 251h to 31". Local need for federal contributions have 

increased over time since ta.. collection from fishery and timber industries have dropped. 

Increasingly. Campeche's tinances have become highly dependent on federal 

contributions. 

Table 4.20 
Campeche Government Revenue, 1988-1999 

Source: INEGL {2000c). ,VI Censo General de Pobiacidn y Vivienda 2000: 
Esfadisficm Hisfdricas del Estado de Campeche. MEGI. Mexico. 

Federal resources are allocated to the thhy-one States through the National 

System of Fiscal Co-ordination (NSFC). This system is composed of nine Funds: 1) 

General Participation Fund; 2) Municipal Improvement Fund; 3) Urban Commerce 



Development Fund; 4) Contingency Reserve Fund; 5) Compensation Reserve; 6) External 

Commerce Fund: 7) Hydrocarbon Fund; 8) Vehicle Use Fund; and 9) Economic 

Incentives Fund. Since the Federal Government allocates resources to these h d s  through 

a complex political and economical formula, the generosity of each of these contributions 

is difficult to evaluate. Nonetheless, Table 4.20 illustrates the weight that federal 

contributions have had on the States finances over the last decade. 

This information suggests that while local tau collection has played an insignificant 

role. federal support reached a dramatic peak of about 95% by 1990 and 1991. Since 

then. Federal support has dropped to leveIs under 45% by 1999. Lost revenue has been 

compensated through public debt: special fedem1 transfers to fund development and 

education programs: and the collection of local taxes on some of PEMEX's port activities, 

which began in 1992, 

As this information illustrates, PEMEX's operations in the State of Campeche have 

played a major role during the 1 s t  decades. Not only is it a major purveyor of fiscal 

revenue for the States' governments. but it has also impacted significantly on the most 

important local industries. In the case of Campeche. PEMEX has turned into one of its' 

most obvious promoters yet at the same time. the significant deterrants to its' economic 

development. Since there is no other State in Mexico with similar circumstances, the 

PElMEX - Campeche relations are unique. The nature of such relations and the most 

significant features of the State of Carnpeche -PEMEX relationships are d e m i d  in 

Chapter Six of this research project, and provide another Critical Theory component to 

the study of petroleum policy making in Mexico. 



PEMEX's Role in Mexico's Transformation 

As the previous description of PEMEX's role on Mexico at both the FederaI and 

State level discussed. at present the Mexican energy sector is under significant pressure 

eom both traditionalists and reformers. This last section discusses the current chalIenges 

being faced by the Mexican petroleum industry. 

The continued maintenance of PEMEX as a State-Owned monopoly contradicts 

Me.uicoTs current development strategy reflecting the compromise between economic 

deregulation and liberalisation. To exclude PEMEX From the economic development 

strategy that has privatized andlor liberalised approximately 1200 State-Owned 

Enterprises. and opened up one of the more restrictive economies in Latin America 

undermines the regime's commitment to retbrm. It seems that as long as PEMEX 

remains a state monopoly. the Neo-liberal reform is incomplete (Garcia Paez I994 and 

De la Vega 1999). 

The need for the transformation of PEMEX has been justified econornicdIy. 

PEMEX's monopolistic operations are not the best way to organize an oil industry in 

order to minimise the costs of resource extraction as well as maximize the oil rents 

&erred to the treasury. Under its current structure, PEMEX's operational monopoly 

makes it unfeasible for the government to expect to e m c t  the greater share of oil benetits 

while at the same time insisting on minimising its operational costs (Salas, 1992). From a 

purely economic standpoint. a PEMEX transition obeys a function of transaction costs. 

As Williamson's (1 98 1) and Coase's (1 989) 'Transaction Costs Economics' theories 

observes, as the cost of economic inefficiency increase. so do the incentives to correct it, 



In other words, as the social cost of PEMEX's operational inefficiencies increases to the 

Mexican society. so do the economic pressures to liberalise the Mexican petroleum sector 

(Jardon, 1995). 

Despite the simplicity of h i s  economic formula, it does not consider the elevated 

political costs of such a transition for the cxistiilg power regime. The liberalisation of 

PEMEX's activities. regardless of how mall or discrete they are, signifies a betrayal of 

the spirit that founded it originally: the rhetoric of the Mexican Revolution, Moreover, it 

would also represent the end of the foremost symbol of nationalism and independence 

vis-it-vis foreign interests. These are all symbols that have supported the existence and 

legitimacy of the Mexican political system. It should be clear by now that the oil sector's 

incomplete transformation obeys politicd. rather than economic reasons. 

The symbolic connection between PEMEX and sovereignty provides the greatest 

dificulty for the liberalisation of the oil sector h m  a political perspective. However, 

such a constitutional association could be interpreted as something of an historical 

necessity that requires change (Salas. 1992). According to such a view, the detachment of 

PEMEX from the Federal Government ownership could happen rapidly. It would only 

require two thirds of the Congress to pass a modification of articles 27 and 28 of the 

Mexican constitution. However, this is d ike ly  to occur, as long as Mexican society 

maintains the old rhetoric of the RevoIution. 

The success of PEMEX's structural reform depends upon both basic economic and 

political rationales. First, PEMEX's reform relies on whether the anticipated economic 

benefits surpass the political costs for the poIiticaI regime in power. Secondly, the 



political costs of such endeavours can only be diminished through the education of 

society on the 'realities' of the revolutionary rhetoric. 

Despite the major potitical hurdle that petroleum symboiism encompasses with such 

a reform, PEMEX liberalisation has been pushed forward in recent years. This progress 

has been achieved through a series of minor and discrete phases. In the last decade, the 

Mexican oil sector has seen Four different major modifications in its path towards 

deregulation and liberalisation. Included among these are the NationaI Program for the 

Modernization of the Public Enterprise Decree (1990); the Structural Restructuring 

P r o w  (1994). and the Policy Propod for Structural Reform of the Mexican Electric 

Industry ( 1999). Despite retbms that have increased PEMEXs efficiency by forcing it to 

operate as similarly as possible to a private firm. they have not been able to modify the 

two core features of the petroleum sector: its constitutional status as a 'strategic sector' 

and its permanency as a monopoly in the hands of the State. 

PEhIEX's libenlisation. whichever form it takes. is a key issue at the centre of 

current Mexican political debate. Several studies have demanded the definitive reform of 

the sector arguing that it cannot be delayed my longer. SerninaI works by former 

PEMEX Director Adrian Lajous (1999) and petroleum experts such as Garcia Piez 

(1994), De la Vega (1 999), and Garcia and Ojeda (1 999) have advanced proposals for the 

sector's liberalisation. These proposals range from granting functional and budgetary 

independence hrn the Central Government (Lajous) to fidl privatization into the hands of 

private investors (National Action Party). The final tiberalisation of the Mexican energy 

sector (including gas and elec~city) became one of the centrd issues of the 2000 



presidential electoral campaign. As a result, this 'historical petroleum/sovereignty 

dilemma' has been placed at the forefront of analysis and political debate, as Mexico 

enters the 2 1" Century. 

Summary and Conclusions 

Energy has been a priority both the in past as well as present Mexican history. The 

Mexican energy sector. especially its petroleum industry, has played a central historic role 

in the evolution of Mexico's economics and politics over the last hundred years. As is the 

case for many other nations. petroleum in Mexico has become associated with its 

economic development. It  has resulted in the development of an enormous industry 

capable of sustaining the nation's economy. However. despite in economic relevance to 

Mexico. PEMEX has played an even _water role on the Mexican political system, 

particularly in the consolidation and stabiIisation of its 'revolutionary regime.' Both 

PEbIEX's production and its workers became reliable sources of economic and political 

inputs to the political system. legitimizing the regime that provided economic growth and 

social peace to its the people for decades. 

The ideological blocks that supported the Regime of the Revolution have now been 

fractured and now have had to be reconsidered in Iight of the global transformations that 

characterize our times, Mexico, in its own way, is making efforts to comprehend and take 

advantage of such dynamics by transforming the basic pillars of its regime and recover its 

path towards development, inctuding the reconsideration of the convenience of PEMEX's 

hegemony over the nation's hydrocarbon resources. 



Perrdleos iMexicanos current reality is a result of the following historical events: a) 

it is a symbol of Mexican nationalism and selt'aetermination; b) it received from the 

Constitution. the mandate to perform a 'social function' that forced it From acting as an 

efficient profit-oriented organisation; and c) both the symbolism and the 'social function' 

of PEMEX has been employed to reinibrce a political regime maintenance of its power, 

As DeLugo describes. "Mexico was late in -internationalising' its oil industry, the 

government lacked the political will to stop United States pressures, and PEMEX did not 

have the required expertise and Freedom to act in the area of international oit trade" 

(DeLugo. 199 1269). 

Therefore. PEbIEX faces enormous challenges for the f i e .  Amongst the central 

tasks that PEMEX will have to address in the upcoming years are (Baker. 1994a): 

1)  Strengthen PEMEX's environmental protection policies and image. 

2) Improve the deciining rnoraIe amongst its mid-managers and blue-collar workers. 

3) Increase the local production of unleaded fuels including the substitution of high 

sulphur hels. 

4) Develop a system of natural gas production and distribution based on the 1992 

regulations that permit private sector investments. 

5) Support the increased consumption of natural gas for domestic use as a more 

appropriate source of energy. 

6) Develop a reguIatory W e w o r k  that permits PEMEX to operate more fieely and 

adopt accepted business-like processes common in the petroleum industry. 



Notwithstanding the dificulty of developing appropriate measures and strategies to 

carry out these six tasks, the single most important challenge facing PEMEX is its lack of 

independence from the Federal Govenunent. Although the Mexican energy sector has 

evolved over time, it continues to be an immense State monopoly controiled directly by 

the President of Mexico. Having political leaders as the most important actors in energy 

policy-making jeopardises any independent development of PEIMEX. As DeLugo 

( 199 t : 180) argues, "the myth of an autonomous PEMEX is. then. preserved for domestic 

consumption purposes. through the almost compiete anonymity of the National Energy 

Commission." 

This chapter offers a review of the basic components of Mexico's energy sector and 

the historical evolution of its petroleum industry over the last century. This has allowed 

for a description of the features that have made PEMEX the single most important 

corporation in Mexico. As well. this chapter has attempted a discussion of PEMEX's 

recent problems and the diiemrna it faces in ii@t of the cunent Neo-liberal reforms 

initiated by De la Madrid and carried on by Salinas and ZediIto. 

This chapter also suggests that any analysis of PEMEX could conclude that the use 

of its symbolism is convenient to the interests of a particular set of poiitical stakeholders. 

These interest groups are fhdamentaILy concerned about guaranteeing the permanence of 

their preferential status and maximizing their economic and political benefits, instead of 

carrying out its constitutional mandate for the sector, or at ieast to achieve the 

corporation's organisational mission. 



As well, this chapter has described the prominent features of the PEMEX - Campeche 

relationship. Amongst these are the following: 

1 )  While Campeche's petroleum reserves enormous relevance for the nation's 

hydrocarbon production and while PEMEX enjoys a total control over Campeche's 

wealthy petroleum resources, the State has experienced very poor non-petroleum 

economic development. 

2) PEMEX's operations have been blamed for a negative impact on the region's most 

important industries: however. the exact cause of this crisis has not yet been 

determined. 

3) Campeche's public finances are highly dependent on federal contributions and 

PEMEX donations to fund local government programs. While the local population 

has not been incorporated in PEMEX's regional petroleum operations; only two 

urban centres benefit through the collection of e m  taxes. 

4) Despite the fact that Campeche receives larger contributions from the Federal 

Government on a per capita basis than its neighbouring States, it only receives 

minimum compensation for the exploitation of its petroleum resources and for the 

impact this exploitation has on other important local industries. 

Overall. this chapter attempts to develop a sound understanding of the historical and 

present contexts that m u n d  PEMEX's activities in Mexico. The description of the 

most significant historical events of the Mexican petroleum sector facilitates an improved 

understanding of the Mexican psyche vis-a-vis PEMM and the stakeholders' views that 



will be explored in the next chapter. Ovedl,  we have identified the need for a reform of 

PEbIEX operations in Mexico. PEMEX's survival, and therefore, the efficient 

exploitation of Mexico's natural resources. depends on the modification of the 

relationship between PEMEX, the Federal and State Governments, and society at large. 



CHAPTER FIVE: 

RESEARCH METHODOLOGY 

Introduction 

This research project is a study of the individual and mutual understandings that 

ditErent stakehoIdcrs of the Mexican petroleum sector have on each other, the current 

state of Energy policy in Mexico. and the direction this sector will take in years to come. 

Its specific focus is to conmbute to the understanding of a 'Public Sphere' analysis of this 

sector. empIoying a Critical analysis of the nature and ideologies that support PEMEX 

operations in Mexico. This chapter discusses the use of Critical Theory as a research 

method and its application for conducting public policy andysis on the Mexican 

petroieum sector. particularly PEMEX. It reviews the methodology and research design 

employed. as well as the primary and secondary data sources. and conctudes with a 

description of the research limitations and methodological challenges faced while 

conducting such an investigation. 



Critical Theory as a Research Method 

Despite the evolution and rich historical heritage of Critical Theory, many remain 

unclear as to why it is called 'critical,' and why it is supposed to be able to provide an 

innovative research method for h e  social sciences. The term 'critical' as adopted in 

Critical Theory reflects the fine distinctions between critique, scepticism and criticism. 

According to the Dictionarv- (The University of Chicago, 1984:56), criticism is "the act or 

an instance of making an unfavourable or harsh judgement." Scepticism is "the habituai 

doubting of the authenticity of accepted beliefs. mistrusting people." And critique is "the 

art of criticizing"; that is, "the creation of something of significance, generating curiosity 

and encouraging and broadening of the vision to encompass other things beyond one's 

current perspective" (Antonacopoulou. 1999124). The critical approach is not about the 

act of establishing severe judgements (criticism), nor about doubting all accepted beIiefs 

or mistrusting people (scepticism). Instead as  a research method, the critical approach is 

about opening one's own perspectives and exploring the reality behind the visibIe. 

Over time. Critical Theory has evolved as a research method, from criticism, to 

scepticism and tinally into the art of critique. Along this process of evolution, CT has 

been consistently concerned with the study of different social concerns, ranging h m  the 

Frankfurt School's focus on a post-Marxist criticism of communist and capitalist 

societies, to Habermas' critique of the use of communications in modern society as a 

device to maintain social control. 

In a recent study, Migers (1999) employed Habermas' Theory of Communicative 

Action (1984; 1992; and 1993) to identify a more complex typology of the different forms 



of critique that have been developed though the evolution of Critical Theory. These 

include critiques of rhetoric, tradition, authority and objectivity. First, through a critique 

of rhetoric he used CT to question the Ianguage, contents. and justifications of the 

arguments employed to modify human behaviour in society. Secondly, the critique of 

tradition explored the validity of written and unwritten cultural features such as 

conventional wisdom and taken-for-granted beliefs, assumptions, values and myths that 

dictate social behaviour for social groups. Third, the critique of authority adopted a 

sceptical attitude to any single dominant source of authority. favouring instead a more 

pluralistic and democratic systems of power organisation. Finally, CT developed a 

critique of objectivity on the basis that power structures and interest groups commonly 

shape the interpretation of knowledge and information; therefore these elements are rarely 

value-free or objective. From this perspective CT focused on the analysis of the different 

sources and uses of knowledge and information. Mingers recommends that, as a research 

method. Critical Theory face the chalIenge of escaping the risk incurred in 'blinded 

criticism' and instead focusing on h e  development of objective criticism. 

The issue of objective criticism leads to an additional consideration in the 

development of CT as a research method: the implications of the power of critique. 

Critique provides a power to those who exercise it on others, as well as on those who 

engage in it. The critical approach grants power to those who exercise critical reflexivity 

and are capable of "seeing things differently" by developing an improved understanding 

of social relations. The capacity to identifL rhetorical flaws and hidden agendas allows 

critics to empower and emancipate. Furthermore, it provides them with the power to 



influence and disseminate those discoveries and transform society. The capacity to 

criticize denotes the power to think and act differently as well as the power to provoke 

change. 

However, the power to critique also entails several dangers. There is no guarantee 

that a critique of a social phenomenon is based on neutral grounds. After all, criticism 

requires the critic to use a set of subjective beliefs and values to sustain its critique, 

logically biasing its conclusions. The adequate use of the critical approach occurs when it 

recognizes the values. beliefs and feelings of the critic. Therefore, the objective use of the 

critical approach is impossible. unless any endeavour of social criticism is initiated 

through the conduct of a self-evaluation of the critic's own assumptions about society. 

Critical reflexivity invites the critic to reassess the motives underlying its critique. 

The introspection of persond. taken-for-granted values and beliefs unleashes the 

power of critique. It allows the critic to discover that critique is not just about contrasting 

black versus white. nor about distinguishing between right and wrong. Instead, it reveals 

that the greatest outcome of critique is the fact that it is a process that permits the rationai 

identification and questioning of personal assumptions. values and beliefs. in order to 

improve the critic's capacity to search for clearer understandings. In this sense, critique 

has a positive and constructive connotation. It provides the power to permit an individual 

to think fkefy, to become emancipated horn one's own prejudices, be responsible for 

one's owns actions, and search for better ways of Living (Antonacoupolou and Mingers, 

1998). 



According to this positive view of critique, Critical Theory provides a usell  

approach to social analysis since it breaks From traditional passive and complacent 

descriptions of society. Critical Theory condemns the way existing research approaches, 

understands and represents reality, and calls for the search of new ways of thinking. It  

invites researchers to "explore diverse forms of expression, to draw connections, to span 

fleeting bridges over the emerging chasm" (Antonacopoulou, 1999:28). Critical thinking 

has the power to generate curiosity and encourage a broadening of the vision to 

encompass other perspectives beyond one's own: thus questioning why reality is 

presented in a particular way and not in another way- 

In order to facilitate the process of assimilation and understanding and to 'Iook 

behind the appearance of things,' a critical approach demands that the researcher become 

part of the social phenomenon under analysis. Critique brings within itself responsibility 

and commitment to the integration of thoughts and feelings to the critique that is being 

produced. Therefore. as a research method, the critical approach is commonly carried out 

throuph ethnographic methodologies. Ethnography enables a po~verfid critique by 

looking into context as well as environment. It is capable of describing what the issues 

are and how they have emerged, as well as expIain why they are significant and why they 

have relevant consequences. 

The literature that employs the critical approach is extensive and diverse. Among 

many applications. Critical Theory has been extensiveIy used in such diverse disciplines 

as: education and pedagogy (Ketch, 199 1; Morrow and Torres, 1995); communications 

(Wodack, 1989; Hardb 1992); marketing (Hudson and Ozanne, 198 1; Murray and 



Ozanne, I99 1); organisation science (Alveson, 1985, 1987 and 199 1); political science 

(Ealy, 1981; Leonard. 1990; Sciulli, 1992; and Wiggershaus, 1994); and in Public 

Administration (Denhart, 198 1; Forester. 198 1, 1985, and 1993; Kelly, 1991; Sossin, 

1992; Box, 1995; and Zanetti, 1997). 

Critical Theory represents an innovative approach to social and organisational 

research. What is different about Critical Theory is its commitment to critique. It 

compels the investigator to search for and identi@ new ways of thinking through the four 

different forms of critique by employing a curious and inquisitive mind. The critical 

approach demands that the researcher continuously ask questions, explore different 

perspectives, engage our imagination, be creative and be conscious of the experiences that 

life provides. 

Critical Theory and Public Policy Analysis 

Are the philosophies and precepts of Critical Theory applicable to the practice of 

Public Administration? In its simplest form, Public Administration is the study of the 

manner in which the administrative apparatus carries out the will of the State. However, 

as an aggregation of a large number of 'public servants' the administrative apparatus has 

developed very complex relationships amongst its elements and between itself and civil 

society. Consequently, the critical approach is particularly useful in the understanding of 

such relationships and their impact on policy-making. 

Denhart's Toward a Critical Theory of Public Administration (1981) is responsible 

for suggesting that CT is a particularly useiid approach for public administration analysis 



since Critical Theory can heip to close the existing gap between theory and practice that 

characterises the discipline. According to Denhart. a CT approach is useful for two 

reasons: first, it is appropriate because of its emphasis on the conditions of power and 

dependence characterizing modem administrative life; and secondly, it is usell  due to the 

considerable potential for conflict and disorder that power and dependence portend 

(Denhart, 198 I). 

Despite Denhart's first proposal. it was John Forester (I98 I, 1985 and 1993) who 

has defended and advanced the use of Critical Theory in public administration, and 

argued its potential for tfansforming palicy-making. Forester argues that Critical Theory 

contributes a powerful tool to the field of Public Administration to understand the way a 

population perceives socid and politicaI institutions (Forester, 1985 and 1993). The 

administration of public goods and services is a socid activity that contains politically 

vaIuable as well as active communication. T'he adoption of a rationale for the allocation 

of public resources creates and maintains particular understandings of public reality 

including norms of intellectual reasoning, collective action and social mobilization. Such 

discourses about reality contain political, ethical and social Frameworks influencing the 

belief and behaviour of the community. In Critical Theory, Public Policy and Planning 

Practice (1993) Forester argues that public planning has enormous consequences for 

society since the bureaucratic policy-making allocation of public resources alters the 

social arrangement. 

In Critical Theory and Public Life (1985), Forester edits a series of actual policy 

analysis cases using a Critical Theory perspective. He attempts to link ideas with reaIity 



by providing Public Administration, particularly its emphasis in planning and policy- 

making, with a radical theoretical background as we11 as by introducing public 

administration as a field of practical action in developing Critical Theory. In Forester's 

own words, Habermas' theory 

"[E]nables us to study meaningfill action as it is systematically staged and 
structured. In the staging of communicative action, we are confronted with the 
causal influences of institutional context and history. In the enactment and 
utterances of communicative action, we are codtonted with the actors' own 
theorizing, interpretations. articulations of self and other..- Likewise, in the 
study of planners' or policy analysts' work we can study the situated. 
performative qualities of their conversations and texts and realise how far 
broader institutionaI and stnrctud questions of power. class, culture. ethnicity, 
and control manifest themselves in daily speech. writing. and gesture" (Forester. 
19932). 

Forester believes that Habermas' theory of communicative action provided such a 

connection. Forester illustrates that public administrators have covered themselves with a 

technocratic rationaie, thus making it difficult for society to understand their decision- 

making logic. Since their political and moral judgements have implications for society as 

a whoie, the author argues that these need to become more transparent. Consequently, in 

agreement with Habermas. Forester strongly suggests the need to re-poIiticise public 

decision-making. Pubiic Administration must become as close as possible to an 'ideal 

speech' situation. where communication flows as freely as possible among stakeholders 

and policy makers. 

Critical Theory becomes a usem tool for the understanding of socid relations 

framing the administration of public Wcid, material and human resources. However, 

udike other approaches to the study of Public Admhktmtion (e-g., public choice, 



bureaucratic culture, or Marxism), Critical Theory does not attempt to instruct public 

administrators on the techniques needed to reach efficient decision-making. Instead, it 

argues for larger stakeholder participation in public policy decision-making. 

Habermas' theory educates us on the reIevance of stakeholder participation and 

informed decision-making. His ideal concept of bureaucracy departs from Weber's, and 

suggests that within a -ideal speech situation' the bureaucracy would become legitimized, 

acting as a forum where stakeholders could achieve mutual understanding. Bureaucrats, 

consequently. would possess all the information necessary to proceed with fair and just 

policy-making. Habermas is aware that this is an utopian scenario (Rasmunssen, 1990); 

however. his CT does suggest that efficient policy-making can only be achieved after 

bureaucrats have tried to gather the greatest amount of information possible. It requires 

them to consider and weigh the different perspectives involved: as well as to engage 

stakeholders in a productive didogue. 

Despite Habermas' high eqectarions. Public Administration is far horn becoming 

an 'ideal speech' situation. Public policy-making is based on instrumental rationality, 

administrative discretion and the search for particular interests. Furthermore, current 

administrative practices deter the search for wider sources of information and the 

understanding of totality while favouring Weberian bureaucratic instrumentality and a 

social status quo. Notwithstanding, Critical Theory helps to understand how 

organisational processes perpetuate illegitimate power and systems of political 

domination. Habermas' theory is usefuI for understanding how institutional pressures 



employ the power of mass communications and economic resources, social structures, 

rational objectification and influence to impede autonomous social action. 

Since policy problems are based on 'historically constructed patterns of attention', 

policy-making needs to address the ways members of society learn and develop their 

understandings of reality and of each other. In practical terms, an efficient policy-maker 

needs to understand both the technical characteristics and the sociology surrounding the 

problem to be addressed, in order to anticipate political opposition and power conflicts. 

Critical Theory becomes a tool for efficient and fair policy-making, particularly with 

respect to policies involving powefil interests and traditional systems of hegemonic 

domination. As McCarthy maintained. 

"mhatever one's political convictions. there is considerabIe benefit to be 
derived from seriously confronting [Habermas] extended. carehlly reasoned 
argument for a social order based on a sphere fiee from domination in ail its 
forms' (McCarthy, 198 1 :xii). 

Research Design 

In spite of the fact that the literature on the development of CT as a research 

methodology is abundant, there is little guidance on how to actually conduct critical 

research (Lather, I991 and Forester, 1992 and 1993). Habermas offered an elementary 

methodological blueprint when he called for the study of the historicd and present 

contexts; enlighten society through open communication; and the need to create a new 

social order (Ealy, I98 1; Forester, 1992 and Burrell, 1994). Accordingly, what is 

required is a detailed understandiig of the nature of a social situation under study, 

developed in terms of the positions and true interests of its various actors with its social 



structure, Second, these understandings need to be empIoyed to enlighten the 

stakeholders, including their beliefs, values and interpretations of each other's, in order to 

lead them to new insights and changed attitudes. Third, a set of tactics and strategies are 

selected and carried out to modify reality and generate a new social order. 

Authors such as Brown (1989) and Lather (1991) recommended enrichment of the 

previous critical method with a hermeneutical evaluation of facts based on an on-site 

exploration of the stakeholders' interpretations within a historical-contextual analysis; 

including the research limitations faced in gaining such ~nderstanding.~~ Accordingly, 

Steffy and Grimes (1986) argued that the researcher must 'reconstruct' society from an 

emancipated perspective. Cornstock's Critical research methodology (1982) provides 

integral four-step research methodology: 

1) Identify a pervasive social arrangement characterized by power asymmetries. This 

occurs in situations where "social groups express interests, purposes or human 

needs which cannot be satisfied within the context of a social order characterized by 

material and ideological domination" (Cornstock. 1982:30). 

3) Develop an in-depth understanding of the context that h e s  the understandings of 

each stakeholder's worlds, including their meanings, values, beliefs and ideas. This 

is necessary in order to develop a basic comprehension of the historical 

35 Hermeneutics, origtnaily conceived as the art of text interpretation became, after 
Gadamer (1960), a rich qualitative approach useN to obtain a larger understanding of 
social phenomenon through the "comprehension and interpretation" of the "whole and the 
parts." Critical Hermeneutics was employed by Outhwaite (1981), Kelly (1991) and 
Prasad (1996). 



developments of the social conditions and the current social structure. and 

processes that restrict stakeholder actions and understandings. 

3) Construct models of the existing relationships between social conditions, the inter- 

subjective interpreutions of those conditions and the stakeholders' roles and 

expectations. Then identify and clarify the inconsistencies that resuIt from the 

analysis of the information collected. 

-I) Develop a program of education that provides the stakeholders with renewed ways 

of seeing each other. Follow up with social changes generated through the process 

of emancipation. 

Comstock's proposed method follows up CT's commitment to the achievement of 

actual change in society. It is not just satisfied with the renewed understandings obtained 

from the first three stages. but also prescribes the engagement and monitoring of actuai 

social change. Most critical studies have not been able to adhere to such a commitment 

since the actuai achievement of social change becomes a difficult task. Therefore, most 

of the critical studies that have followed the described methodology only been able to 

complete stages one through three. hoping that the fourth stage will deveIop as a 

consequence of their efforts. 

The critical analysis of the PEMEX-PRI relationship is subject to the same 

limitation. Comstock's research methodology is carried out through the identification of 

the rhetorical elements that have constructed and maintained these o r g ~ t i o n s '  

hegemony over Mexican petroIeum policy. The knowledge generated fiom such 



understanding can be employed towards the design of a new and more open petroleum 

policy that could potentially lead to actual social change. Although, step four extends 

beyond the domains and scope of this project, copies of it will be distributed to the 

different participants that are involved in every day policy-making. Therefore, this 

endeavour could potentially produce some change. 

Primary Data: Interviews and Participants 

Besides employing three out of the four steps of Comstock's (1982) methodological 

approach. this study combines a case-study research method with an interpretative 

research design. Primary data was colIected from the ethnographic analysis of twenty-six 

in-depth. semi-structured interviews with representatives of the diverse stakeholders 

involved with PEMEX activities. An inductive ethnographic approach offered a suitable 

methodology that combined the benefits of traditional ethnography (as commonly 

practiced by anthropologists) and the pragmatism of a questionnaire. While these 

methodotogies can generate either rich and detaiIed data or statistical robustness, their 

combination allowed for an improved methodological approach suitable for data 

collection in Mexico. 

While providing the flexibility required for cultural analysis, this methodology can 

potentially incur the risk of researcher bias. Therefore, the research design included 

explicit criteria to avoid personal preconceptions, i.e. interviews dowed for the &acing 

of tacit elements fiom the interviewees' perspectives, permitting them to structure their 

own stories and develop the issues they considered most relevant. Thus, indepth, semi- 



structured interviews were conducted to allow for the free flow of ideas fiom the 

intemiewees, while at the same time. allowing for consistent and more structured 

analysis. These types of intemiew allowed for the discovery of the mutual perspectives 

and interpretations of the participants, as well as allowing for the exploration of those 

issues raised in the interviews. 

Petrdleos Mericanos Major Stakeholders 

Throughout its history and evolution. PEMEX has developed a specific set of 

political relationships with its stakeholders. The interactions between PEMEX and these 

interest groups are extremely important in order to understand PEMEX's contemporary 

reality, and the links and connections that would be modified by any change in the 

Mexican petroleum sector. .A Critical Theory dialogical analysis of these interactions 

allows for the identification of the unequal power relations that have characterized 

PEMEX hegemonic control over Mexico's petroleum resources since its inception. This 

section identifies the most important stakehoIderslinterest groups reflective of the present 

dilemma facing the Mexican oil industry as well as their ideologies, mental processes and 

social interaction patterns. 

The historical review conducted in chapters three and four suggests that in spite of 

the fact that PEMEX has been forced to adapt to the constantly changing economic, 

political and social realities of Mexico, it has maintained strong relationships with a large 

set of interest groups. A literature assessment of the most prominent studies on PEMEX, 

as well as an examination of petroleum related newspaper articles in Mexico between 



Within its internal area of influence, PEMEX has had to deal with the great 

differences amongst its internal stakeholders including its executives, employees and 

contractors. For example, PEMEX executives usually have considered their positions as 

political prizes and used them as a trampoline to fbther advance their political 

September 1998 and May 2000, facilitated the identification of the most relevant interest 

groups involved with PEMEX. The major relationships identified for this rtudy are 

illustrated on Figure 5.1. 

Figure 5.1 
Petrbleos ~Mexicanos Main Iaterest Groups 
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Republic Union of Petroleum Workers (Sindicato de Trabajadores Petroleros de la 

Republics ,Me.n'cana. STPRM), PEMEX employees have coltected economic benefits that 

surpass those obtained by labour union members in other industrial sectors. While the 

PEMEX-executives relationship has not been studied, its relationship with the STPRhf 

has received significant attention in the academic literature (Baker, 1984 and 1990; 

Palacios and Lopez, 1986; and Loyola Diaz and Martinez Perez, 1996). Due to the 

sensitive nature of such relationships and the difficulty of access to data, the PEMEX - 

STPRM relationships have not received suficient attention from the media nor academia 

At a second level. PEMEX maintains close relationships with the federal and tocal 

Ieveis of government. PEMJZX and the Federal Government are closely tied together by 

the Constitution. PEMEX is constituted as a State-Owned Enterprise conceived to 

execute the Federal Government's control over the nation's petroteurn resources. 

Although its activities are regulated and supervised by the Ministry of Energy, the 

Ministry of Treasury and the Energy Regulatory Commission, PEMEX has continued to 

be a strategic governmental organization for the Presidency of Mexico. 

PEMEX aIso maintains intense relationships with State and Municipal governments 

Iocated where its production facilities are located. PEMEX maintains its largest 

interactions with the governments of Tamaulipas, Tabasco, Veracnrz and Campeche 

(PEMEX, 1999b). The states of Tamaulipas and Tabasco include some of PEMEX's 

most important petroleum producing facilities; Veracruz contains two of PEMEX's 

largest refineries; and Campeche is the home of the largest and riches oiI fields in Mexico. 

Unlike Tamaulipas, Tabasco and Veracruz, Campeche's petroleum facilities are Iocated at 



sea. Since the study of PEMEX's relationships with each and every one of the States 

where PEMEX has relevant activities would represent an enormous task, PEMEX's 

relationship with the State of Campeche was selected as the specific case study 

representative of PEMEX relationships with State authorities and private sector interests. 

PEMEX obtains a larger amount of petroleum resources from Campeche than from any 

other State in ble~ico.'~ Therefore, PEMEX maintains a particdar reIationship with this 

State's government. industry and society. 

To understand such interactions, nine interviews were added to the original 

participant sample. These State-level interviews were composed of one representative of 

the State (Interview L) and MunicipaI Governments (Interview 0); the local timber and 

fishery Sectors (Interviews J, K, M and N); and PEMEX representatives in the Southeast 

Region responsible for Campeche State (Interviews F, G and H). A series of dominant 

themes were identified. However. a dear understanding of their messages requires a 

concise review of the social and economic context of Campeche, 

At the third Level of interaction the number and complexity of PEMEX relationship 

with its stakeholders increases significantly. Amongst these, are the three most important 

political parties in Mexico; representatives of the private sector; international petroleum 

firms and foreign investors interested in expanding their Iinks with PEMEX, as well as 

Mexican civil society. Since the three elements of the internal circle (PEMEX, the 

FederaI Government and the State Govemment of Campeche) maintain important 

36 Campeche yields about 77% of PEMEX total production (PEMEX, 1999~). 



relationships with these external petroleum stakehoIders, and therefore relationships are 

included in this analysis. 

Figure 5 3  
Interviewee Profiles 

Figure 5.2 identifies the twenty-six stakeholders and PEMEX officiais selected to 

explore the PEMEX-Federal Government-Campeche rdationship under study. This 

sample is composed of four representatives h m  the Federal Government: three h r n  

Carnpeche's most important productive sectors; three PEMEX executives; and three from 

the Mexican private sector. As well, tbtee interviewees represent foreign energy sector 
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interviewed on behalf on Mexico's and PEMEX's labour unions; two experts on 

Mexico's energy sector From Mexico's National Autonomous University (UNAM) and 

Metropolitan Autonomous University (UAM); one PEMEX contractor and one 

congressman from each of the three most important poIitical parties.37 

The interest groups selected for the study were identified on the basis of a review of 

the secondary data. interviewee referral and personal familiarity with PEMEX's 

operations. The different participants interviewed in representation of these interest 

groups were selected on the basis of their representativeness of their various interest 

groups, personal familiarity with PEMEX operations. access to information and 

willingness to participate. Neither Gender, age, political ideology (with the exception of 

party representativeness) nor any other criteria were considered in making the interviewee 

candidate selection. As a result. those interviewed in this research included 

representatives From the most important stakeholders in PEMEX activities. Although 

such general criteria produced a large universe of potential participants, a secondary 

criterion adopted through the interview phase was their access to information and their 

willingness to collaborate. Whiie preselecting interviewees on the basis of an invitation 

to participate opened up the possibility of sampling bias, the research method adopted 

used a 'chain sampling method.' Initially inteniewees were requested to identify two 

additional representatives from the major stakeholder groups. The interviews were 

3' As mentioned at the previous chapter, anonymity was a condition offered to all 
participants while requesting their participation. Since several of these participants 
demanded such a protection, all identities are kept confidential throughout this project, 



conducted in the same order that their acceptances were received. Considering all initial 

and sequential interviews with the 26 participants, interview order was random. 

With the approval of the person being interviewed, interviews were recorded on tape 

under the condition that there would be a carell avoidance of any references to their 

identity such as mentioning their names or job positions. Interviews lasted on average 

two hours each. The interview sessions typically were introduced as follows: first, an 

emphasis on the neutral and academic nature of the project was provided; secondly, the 

confidentiality and protection of their identity throughout the project was assured; third, 

an offer was made to provide the interviewee with written transcripts of their interview 

before it was andysed and introduced in the study; and fmally. an offer was made for 

them to receive a copy of the final dissertation. b l e  all rejected the offer to review their 

interview transcripts. they all accepted the offer of copies of this document. The overall 

objective of this first stage was aimed at gaining intewiewee contidence and generating 

personal rapport. 

M e r  this first introductory stage, a semi-structured interview was initiated with a 

series of open-ended questions about the interviewee's responsibilities and famiIiarity 

with PEMEX. A list of the most common initial questions is included in Appendix A. 

As the interviews were kquently conducted at the place of employment, the interviewees 

faced interruptions and distractions that required flexibility, creativity and patience. At the 

end of the interview, participants typically offered to expand on the issues discussed at a 

later time if required, as well as often suggesting other potential participant interview 

candidates. 



Immediately following the completion of each interview, the intenriew tape was 

handed to an independent transcriber. In order to facilitate the description of the 

participants' perspectives and understandings, as well as to reduce the risks of bias in the 

analysis and interpretations, the data presented in this analysis incorporates word by word 

that which was stated by the original voices recorded in the interviews, Each of the 

stakeholders' opinions were explored with relationship to their own personal and 

institutional perspectives on the role of PEMEX in Mexican society, the way it interacts 

with other stakeholders and their expectations as to the form that a reformed PEMEX 

should take. Interviews were completed prior to the analysis of data 

Figure 53 
Levels of Analysis of the Interviewees' Comments 
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The infomation that emerged prior to the analysis was organized according to 

emergent themes. which were modified as a consequence of subsequent interviews. Each 

'voice' was then evaluated in an effort to learn how the social and historical context 

modifies his or her own identity and role in the context of the analysis of PEMEX As 



well, each theme was arranged and evaluated in a linear fashion to determine how it 

changed across voices and over time. Figure 5.3 illustrates this process. 

The identified emergent themes are the buiiding blocks that contain the most 

important elements of PEMEX's relationships with its stakeholders. The understanding 

of the nature of these themes, as expIained by the stakeholders' own voices, helps us to 

learn about their perspectives and mutual understandings; a s  well as their perception of 

PEMEX and the role it should play in the future. 

The issue of power received particular attention. Data analysis examined power 

relations in an attempt to identify whose agenda was being met (Forester, 1993). Several 

of the questions asked during analysis included, Are the participants pursuing their own 

personal or institutional agendas rather than society's? A-e they acting out on the bases of 

unconscious power roles that oppress or chalIenge others? Are they interested in change, 

and if they are, what kind of change is it? Is it compatible with other's understand'mg of 

change. or is it channelled to meet individual interests? 

Secondary Data 

Since the basic etements of the poiiticai culhue are commonly expressed and 

disseminated through official publications and the media. secondary data was obtained 

fiom documents compiled during the data collection process including official 

documents, newspaper reports and magazine articles. The collected data was subjected to 

content analysis to iden* trends and perspectives of the stakeholders about PEMEX; its 



relationship with local and Federal Governments; their understandings of the other 

stakeholders: and their ideas regarding the future of PEMEX. 

Research Limitations 

This study faced several methodological and practical limitations. First, although 

the lack of the use of statistical criteria to select a sarnpIe or validate the results could 

represent a limitation from a positivist perspective. fkom an interpretative approach such 

as Critical Theory, such a disadvantage is non-existent. According to Geertz, 

"Believing, with M u  Weber, that man is an animal suspended in the webs of 
significance he himself has spun, I take culture to be those webs, and the analysis 
of it to be therefore not an experimental science in search of Iaw but an 
interpretative one in search of meaning" ( 1973 :7). 
Specifically, with regards to the use of the case-study method. 

",..is wel1 equipped to cycle back and hrth between variab[es and process, 
showing that "stories" are not capricious. but include underlying variables. and 
that variabIes are not disembodied but have connections over time" (Miles and 
Hubeman. 1994:66). 

Similarly. the case study method could be considered to be a methodological 

debility. However. according to Miles and Hubeman (1994) the use of the case-study 

method is particdariy appropriate when the case is either critical or deviant. The PEMEX 

case is deviant since its circumstance contrasts significantly with those of the other large 

oil corporations. The PEMEX case is as well critical, due to its central role in Mexican 

political culture and in the Mexican government's development strategy. Finally, PEMEX 

is suitabte for a case study since it cannot be studied without a carel l  reference to its 

historicd and present contexts. 



Beyond methodological limitations, the operational features of a study of'ten 

represent the greater challenges. Without a doubt, the most important limitation faced by 

this project was its limited access to information. Just as there are not many empirical 

studies on the Neo-liberal reform of the Mexican State, few relevant studies on the 

potential reform of the Mexican petroleum industry have been identified Most material 

published has been developed fiom political analysts arid revolve around speculations and 

scenario analysis. As well, although federal and PEMEX officials made unspecified 

reference to a set of governmental studies; these were inaccessible and kept confidential 

for political reas~ns.'~ 

The second limitation encountered in this research, stems Eom the fact that the 

Federal Government has not recognized, at least not officially, any plans to modify the 

petroieum sector beyond the changes already introduced (i.e. reorganization of PEMEX, 

etc.). Therefore. public officials tended to be very reserved and resistant in talking about 

this option. In general, public circles avidly avoid discussing this issue with any 

'eflernal' person. This reality lead to the third research limitation faced in this study, 

which was reiated to the difficulties encountered with conducting interviews with public 

officials. The research required long lead times for initial interview requests before 

consent was granted; and once conceded faced extreme cautiousness and distrust from the 

38 The nature of the political arrangement surrounding the PRI regime makes information 
controI an important tool for social control. Consequently, it is very common to find 
politicians or public servants that seem to be cooperative with externals, specially if these 
are reporters or academics, but hardy share any information, whether sensitive or not, 
unless instructed by a hierarchical superior. 



officials when interviewed. However, once the objectives of the research and the 

assurance of confidentiality were presented in person, m y  of the barriers disappeared. 

Despite participants suggesting other interview candidates and in offering to assist in 

shortening the interview-request period. obtaining a second interview with the first 

participant was again often a lengthy process. 

Moreover. after the very controversial initiative to reform the Mexican electric 

sector was announced in January 1999. access to government commentators was even 

more difficult to obtain. It seems that public officials were instructed to adhere to official 

versions provided by the government and avoid talking about the matter, especially with 

strangers. Consequently. personal opinions and impressions became even more difficult to 

obtain. An interviewed representative of the Ministry of Energy explicitly indicated his 

adherence to the official views when he said. 

"I have accepted to proceed with this interview upon the basic agreement that I 
cannot express more than what is contained within the official press bulletins of 
this public organisation. We are required to avoid personal opinions when 
talking about public matters, specially if these are taped* (Interview B). 

Although this participant did not say so explicitly. he also hinted that such 

restriction was even greater if the issue under discussion was PEMEX. 

A fourth research limitation experienced resulted from the constantly changing 

political environment in Mexico itself. The interviews conducted during the data 

collection stage kquently required re-scheduling with newly appointed public officials. 

Similarly, interviewed officids in the process of 'changing jobs' fkquently promised data 

and reports that were never handed over to the researcher. 



With respect to specific methodological limitations, this study faced the problem of 

carrying out a critical analysis with limited previous experience in doing such type of 

analysis. This Limitation was addressed by the researcher's commitment to undertake an 

intensive review of existing literature on Critical Theory case studies; only to discover 

that there were very few studies of cases similar to the one chosen for this study. 

Nonetheless, this last limitation turned into an advantage since it provided the investigator 

with more freedom and greater opportunity for innovation and creativity. 

The study also faced some important analytical limitations. First, it is appropriate to 

mention that this dissertation contains what Geertz described as "constructions of other 

people's constructions of what they and their compatriots are up to" (Geertz. 1973:9). In 

this case. this study encloses the researcher's interpretations of the participants' 

interpretations of PEMEX activities. Consequently, interpretative analysis like the one 

attempted, leads to 'assertions' of a particular reality, instead of strict 'findings.' 

Assertions however. fiom the Critical epistemology are sufficient to unchain the process 

of enlightenment and emancipation. 

Secondly, the presentation of the interpretations is chdienged by the fact that 

interviews and data analysis was conducted in their original language: Spanish. Since 

transcribing the interviews into English would have lead to the loss of important content, 

the data was anaIyzed directly in its original language. Once analyzed, sections of the 

interviews were then tmslated into English to be included in tbis document Therefore, it 

is important to note that direct quotations fiom the interviewees included in this chapter 

were translated into English after having been identified as significant This implies the 



risk of content loss through language translation. Nonetheless, an important effort was 

conducted in an attempt to maintain the original sense of the stakeholders' voices through 

the translation process. 

Third. qualitative data analysis software such as -HyperResearch' or 'Inspiration' 

were of limited assistance since they are not designed for Spanish analysis. Since there 

are no alternative programs designed for analyzing research conducted in Spanish, content 

analysis was conducted manually. making the process a lengthy one. Despite the fact that 

the manual analysis was more difficult. the process was conducted in a relatively 

expeditious manner due to the researcher's previous familiarity with the themes under 

analysis. 

Precisely such familiarity with the topic represents the fourth analytical limitation 

consideration. In order to minimise the risk of interpretative biases based on the 

researcher's personal opinions. Cornstock's (1  982) research method was strictly followed. 

As well, employing CT logic. the researcher attempted to become aware of personal 

biases prior to initiate the analysis. Individual self-reflection was aimed at identifying and 

reducing personal false consciousnesses. Although researcher bias is a risk that cannot be 

Wly prevented in qualitative research, an independent party was employed to tmwxi'be 

the interviews in Spanish. limiting the introduction of interviewer's own interpretations. 

A final analytical consideration relates to confidentiality. The nature of the study 

required that the identities of dl twenty-six interviewees be kept anonymous. To 

facilitate the h e  expression of ideas and opinions on sensitive issues, the researcher 

committed to maintain their anonymity at all times and avoid any references that could 



facilitate their identification- Furthermore, the researcher committed to destroy all tapes 

taken during data coilection by December 31Y, 2003. Although several of them 

authorized the reIease of their names and positions, others did not. Therefore. in order to 

expand the secrecy protection requested, none of their names are revealed. 



CHAPTER SIX: 

A CRITICAL INTERPRETATION OF 

MEXICO'S PETROLEUM C U L W  

Introduction 

This dissertation has identified a relevant case study characterized by power 

asymmetries supported by the design and maintenance of a false consciousness (chapter 

one); and deveIoped a sufficient level of familiarity with the historical and present 

contexts that surround it (chapters two, three and four). It is now appropriate to turn to 

the next stage of Comstock's Critical Theory research methodology to model the most 

important social interactions that characterize the case under study as well as identify 

trends. commonalities and contradictions between both stakeholders' perspectives, and 

between their ideas and reality (Cornstock, 1982). 

This chapter contains the results of an interpretative analysis of twenty-six 

interviews conducted with representative stakeholders of Petrdleos ~Waicanos. It is 

focused on their power relationships in an attempt to widen the understanding of such 

relationships in three different forms. First, as a result of the content analysis it is 

possible to establish a clearer identification of the dominant beliefs and principles that 



have framed stakeholder interactions and interpretations of each other up to the present 

time. It also permits the identification of whether these stakeholders' understandings of 

PEMEX operations and existence differ from the dominant ideology, and &om each 

other's respective perspectives. This analysis also facilitates the understanding of the way 

past and present contexts have modified their perspectives. Finally, this chapter permits 

the identification of the dominant themes shared by these stakeholders, their positions 

regarding PEMEX liberalisation. and the role that this State-Owned Enterprise should 

play in modem Mexico. 

The objective of the content analysis of the twenty six participant interviews is to 

comprehend how ideological features have produced symbols. myths and states of 

consciousness that construct and maintain particular social patterns such as behaviours. 

attitudes and customs between PEMEX and some of its key stakeholders, fiom its 

foundation through to the present. An improved comprehension of these phenomena not 

only allows for what Critical Theory's language refers to as -enlightenment' or 

'emancipation'. but also permits an improved departure point for the formulation of 

public policy aimed at reforming the Mexican petroleum sector. The themes identified 

during the data analysis are presented and described with respect to the way they 

influenced stakeholders' views and relationships. as well as the way these themes have 

changed over time. 



The Mexican Petroleum Culture 

The critical anatysis revealed that PEMEX links with its key stakeholders are 

determined by a particular poIitical culture, within which its most important stakeholders 

are maintained by a set of ideologies and mental processes that define and regulate their 

social interactions. As Figure 6.1 depicts, the ideologies, beliefs, values and customs that 

constitute P E M J X s  culture have been formed by the interactions among and between ten 

basic political ideologies; particular mentd processes that have taken the form of 

symbols, myths and states of consciousness; and social interaction patterns such as 

specific behaviours. attitudes and customs. characteristic of Mexican culture. 

Figure 6.1 
Components of the Mexican Oil Culture 

According to a CT perspective, ideologies (i.e. Iibedsm, eLtism, etc.) lead to the 

establishment of particular mental processes, in the form of shared myths, symbols and 

states of consciousness ('false consciousness'), that anchor the present in the past; and in 
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the case of Mexico legitimatize its 'Revolutionary' ideology. These mental processes 

impose a particular understanding of society and assign roles and behaviours to its 

members. These roles and behaviours become established as patterns of social 

interactions that justify unequal power relationships; in this case PEMEX and the FEU 

regime's economic. political and social hegemony over Mexican petroleum. The analysis 

of the responses to these two relationships allows for the identification of five dominant 

themes for the first group. and two for the second. 

Participants referred to a number of behaviours, attitudes and customs determined 

by these ideologies and shared mental processes. The analysis identified two clear sets of 

dominant themes regarding PEMEX's relationships with the Federai and Campeche 

Governments. These two sets of themes are illustrated by Figure 6.2. 

Figure 6.2 
Identified Themes in PEMEX Relationships with its Major Stakeholders 
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These themes are very important because they contain the core elements that 

characterize the nature of PEMEX's relationship at the federal and state levei. They 



encompass the stakeholders' perspectives, mutual interpretations, and opinions about 

PEMEX's past. present and hture. These two themes are the models required by 

Comstock's third methodological step for conducting critical research (1982). 

PEMEX and the Federal Government 

PEMEX's relationship with the Federal Government has been a very close one 

based on its Constitutional ~nandate.3~ The Director General of PEMEX is appointed 

every SLK years by the incoming President, thereby becoming one of the most important 

members of the energy cabinet. Consequently, petroleum policy-making is highly 

centralized and a significant political issue for Mexico. 

Although only eight interviews were conducted directly with Federal Government 

officials (interviews A to D) and PEMEX oficials (interviews F to I), ail twenty-six 

interviews contained references to the nature of the relationship between PEMEX and the 

Federal Government. These eight officials were reluctant to express personal opinions on 

the nature of this relationship; with most of their comments representing -official' or 

-institutional' perspectives. Out of all twenty-six participants interviewed, these eight 

insisted the most in conditioning their comments, and were most concerned with the 

protection of their anonymity. The other seventeen interviewees felt more comfortable in 

expressing their personal beliefs and perspectives on the reiationship between PEMEX 

j9 PEMEX dependence on the Federal Government results kom a 1938 Presidential 
decree conceived to enforce the Constitutional mandate that vests national ownership of 
all subsoil resources (Ardcie 27) and prohibits foreign participation in upstream 
hydrocarbon deveIopments (Article 28). It is considered to be a 'strategic activity' to 
protect national sovereignty, petroleum exploitation is reserved to the State. 



and the Federal Government. The historical secrecy characteristic of PEMEX and federal 

officials permeated the responses. although some officials managed to disclose some of 

their opinions on highly sensitive issues. which was previously considered unthinkable. 

The content analysis of the twenty-six interviews produced a number of common 

threads with respect to the PEMEX relationship with the Federal Government. The 

subject matters varied according to the particular interests expressed by the stakeholders; 

however. overall Fedenl Government officials exposed arguments that resembled a 

particular group of ideas in the lines of Centralism, Conservatism, Elitism, Nationalism 

and Authoritarianism. PEMEIY officials for their part rendered Regionalist, Conservative, 

Elitist. Nationalist and Authoritarian arguments when described PEMEX's relationships 

with other interest groups. The content analysis of the data collected throughout these 

interviews revealed four dominant topics including: 

1. PEMEX's political rote with respect to the regime in power; 

2. PEMEX's economic role with respect to the Federal Government's finances; 

3. The ideological impact of PEMEX's recent reforms on the national development 

strategy: and 

4. The current debate on the future of petroleum policy-making and the role of 

PEMEX particuIarIy to the position taken by the three largest political parties in 

Mexico. 

Although it was somewhat challenging to organize the diverse and contrasting 

opinions expressed in the interviews into four encompassing arguments, it became 

possible as a resuIt of the content analysis conducted at the conclusion of the interviews. 



The four thematic areas are themselves quite inclusive and most of the stakeholders 

interviewed expressed some opinion regarding each of these issues. 

PEMEX's Role Regarding the Political System 

The idea that was cited with greatest frequency and enthusiasm was the changing 

rote of PEMEX with respect to the regime in power. According to many of those 

interviewed. the official view on the role of PEMEX with respect to Mexico's progress 

remained unchanged between 1938 through the mid 1980's. It was largely based on the 

centralist. conservative, nationalistic and authoritarian arguments described earlier 

(chapters three and four). 

A repon on PEMEX's operations published by the Senate in t971, provided by a 

PRI official. illustrates the petroleum rhetoric surrounding PEMEX's role with respect to 

the regime in power since its emergence as Mexico's national petroleum company in 

1938 (PEMEX. f 971). PEMEX has a central role on the nation's development for 

'strategic' reasons. since it was believed that the best development strategy for the 

country was petroleum-centred. According to the Senate report, "mhe  scientific and 

technological evolution of the twentieth century is supported by petroleum" (PEMEX, 

1971:ll). 

According to such a Nationalistic perspective. since petroleum functioned as the 

he1 for national progress, its defence and support became a matter of national 

sovereignty. As a redf  the State constructed a complex system of dominance and 

hegemonic control over the nation's hydrocarbons. PEMEX played a fundamental role in 



the development strategy designed by the PRI regime, as the executor of its petroleum 

policy-making. 

Both Federal Government and PEMEX representatives maintained that petroleum 

was beIieved to be able to provide the most important support for the PRI development 

strategy. referred to as the 'Import Substitution Industrialisation' (ISI) Model. 'Through 

PEMEX resources, the Federal Government was capable of promoting social programs 

associated with its inherited functions and demanded by the Revolution, such as free 

education and healthcare, land redistribution, and paternalistic labour laws" (Ministry of 

Energy Official, Interview B). According to the Senate report. it was believed that, 

"PEMEX has become the fundamental pillar of the Import Substitution Industrialisation 

Economic Policy, responding to the national imperatives of employing petroleum 

products to perform the social functions assigned to it by the Revolutionary Regime" 

(PEMEX. 1971:166). All respondents agreed unanimously with this Centralist assertion, 

and as one respondent observed. "petroleum revenue permitted the Federal Government 

to dress itself with the social coat of the Revolution" (Energy Regulatory Commission, 

Interview C). 

The two officials of the Ministry of Enera emphasized that additional to the 

economic freedom that petroleum resources provided the State, came a number of 

political benefits as well. The State's hegemonic control over its petroleum resources 

allowed the regime to operate under a set of conservative platitudes such as nationalism, 

centralism and a rejection of foreigners. This same Senate report argues that, "It is a fict 

that petroleum nationalization has become the revolutionary tool for consolidating the 



independence of the nation" (PEMEX, 1971 :164). It M e r  adds, "Nationalism is our 

only defence as a poor country to develop independently. Our growth must be focused 

inwards and towards satisfying our own needs" (PEMEX, 1971 : 17 1). 

Private sector representatives (Gas Distribution and SteeI Sector's executives, 

Interviews S and T) added that despite the deep roots that such a perspective of PEMEX's 

role had for the nation, PEMEX's h c t i o n  and role began to change under the Salinas' 

administration. Even after 1988. the Federal Government continued to employ the 

traditional petroleum rhetoric used by Salinas' predecessors to construct an ideology 

supporting the regime in power. According to the gas firm executive. "the means 

employed to execute petroleum policy-making began to change. In spite of the official 

petroleum rhetoric not changing significantly (a clear indication of a Conservative 

attitude). PEMEX has moved away from its traditional nationaIistic policies allowing for 

greater private participation in its operations (Interview S). 

The interviewee from the PRI confirmed such a Conservative perspective since he 

denied any such changes in petroleum policy-making. According to him, President 

Zedillo's speech during the 61' anniversary of the Cirdenas petroleum expropriation 

decree illustrates the continued use of the traditiond petroIeum rhetoric. Accordingly, 

Zedillo expressed the Federal Government's official position toward PEMEX when he 

said, "the m d e  oil industry is a fhdamental lever for national development and is the 

embIem of Mexico's self-determination. My government will continue to be the strongest 

defender of our petroIeum patrimony" (PRI Official, Intewiew P). 



Indeed Zedillo's speech on March 18, 1999 maintains the basic elements of the 

petroleum rhetoric. Such a significant speech makes reference to ideas such as the beliefs 

that PEMEX equals national development: PEMEX's hdamental task is to protect 

Mexico's autonomy and patrimony; and the Presidential commitment to a 'nationalistic' 

defence of Mexican petroIeum (Jimenez, 1999:Cl). However, despite this maintenance 

of rhetoric with regards to PEMEX and the Mexican State, Zedillo introduced an 

important adjustment when he made reference to the link PEMEX has with national 

development since he does not associate it with the previous PRI Import Substitution 

Industrialization (ISI) development strategy.* 

Interviewees were asked about their views of Salinas' and ZediIlo's abandonment of 

IS1 and specifically the lack of reference to the intention of Zedillo's speech. All 

respondents made reference to complex political reasons to explain this apparent, but 

obvious. oversight. 

According to most of the interviewees. with the exception of the PRT representative, 

and despite the uninterrupted use of the petroleum rhetoric since 1938, the means 

employed to execute petroleum policy-making obviously changed after Salinas' 

administration. President Salinas initiated the substitution of the former IS1 development 

strategy with a new marketdented strategy (referred to as Sdinas' Neo-Iiberal strategy). 

-~ 

As a 'High Context' communications culture, political statements in Mexico such as the 
one made by President ZediIIo in I999 have to be considered in its broaden context. In 
this case, by not including a mention to the IS1 saategy, which had been linked to 
PEMEX since 1938. the relevant message was then what he did not say instead of what he 
actually did say 



According to these ideological principles, economic inefficiencies were caused, at least in 

part, by the fattening of the State produced by the ISI. The appropriate measure was to 

*slim' the State down through privatization and deregulation. Approximately 900 SOEs 

were de-incorporated from State control between 1988 and 1993 (Aspe Armella, 1993). 

Although the Neo-liberal reforms of the Mexican development strategy had extended into 

almost every aspect of the Mexican economy, PEMEX has maintained its legal status as a 

monolithic State-Owned Enterprise. For his part. the PRI representative denied the 

existence of any Neo-liberal reforms with respect to the nation's energy policy-making. 

'-Central administration of all energy resources is based on Constitutional 
mandate and not on pmy politics or Presidential *ill. Therefore, petroleum 
policy-making can only occur through a large scale Constitutional reform. Be 
certain. neither my party (PRI) nor the population will ever support such a 
proposal" (PIU Officiai. Interview P). 

The right wing National Action Party (PAN), the left wing Democratic Revolution 

Party (PRD) and private sector representatives rejected such ideas and argued that 

Salinas' Neo-liberal reforms indeed affected the presidential plans regarding PEMEX. 

According to them. Mexican political reality forced both Salinas and Zedillo to maintain 

the 'revolutionary rhetoric' despite the contradictions it represented vis-a-vis their new 

development paradigm. Salinas preserved the traditional rhetoric while at the same time 

was transforming the economy and implementing principles directly in contrast to the 

previous traditional IS1 policies. According to the gas firm representative intenriewed, it 

seems that President Fox is continuing such an energy agenda by following the same 

publicity strategy and officially supporting the rhetoric while at the same time adopting a 



discrete Liberal agenda by opening up investments for energy and promoting the 

participation of domestic and foreign investors in the sector (Interview S). 

Simultaneously, PEMEX undertook a very discrete program of internal policy 

restructuring including the relaxation of the traditional centralist and nationalistic policies, 

the adoption of a different structure and organisational profile, and the authorization of 

greater private participation in its operations (Garcia Ziriiiga, 1999). This has been 

augmented with President Fox announced appointment of four prominent private sector 

businessmen to PEPVIEX'S Board of Directors on February 10,200 1. 

Both the PRI and Fedenl Government representatives' perspectives (PEMEX's 

Regional Development Official and Southeast Region Relations Officer. Interviews G and 

H) contrast directly with those expressed by the opposition parties and the private sector 

participants (PRI Official and Steel Industry Representative, Interviewees P to T). The 

two academics interviewed (UNM and UAM researchers, Interviews Y and Z) 

explained that by maintaining a gap between what petroleum rhetoric expressed, and what 

was in reality done, allowed SaIinas to take advantage of PEMEX to support his Neo- 

liberal project. The existing 'revolutionary rhetoric' justified federal hegemony and total 

control over the enormous petroleum wealth. The 'revolutionary curtain,' as it was 

referred to by a representative of the CTM (Confederation of Mexican Workers Official, 

I n t e ~ e w  E), permitted the Federal Government to enjoy free access to enormous sources 

of wealth to finance its own political agenda. Interviewees frequently mentioned that, 

"most of PEMEX's poiicy-making is maintained through a veil of secrecy and mystery 

that provides the President with considerable liberties. The uniqueness of PEMEX's legal 



framework endows the president with larger economic and political unaccountability" 

(PEMEX Labour Union Official. Interview I). A PRD representative agreed and 

described his own experience. 

"At the Senate, we are not informed of the operations conducted by any of 
PEMEX organisations. Despite having requested clear information on 
PEMEX's international operations; the executive branch has only provided a 
minimum of conhsing data. We believe that PEMEX operations are out of 
control" (PRD official, Interview R). 

When questioned about this secrecy and the Iack of apparent trust that characterize 

petroieum policy-making, an official from the Ministry of Energy explained that. 

"The f ederal Government is reluctant to share information for two reasons: first, 
as a "strategic sector." oil-related information must be handed with prudence. 
Secondly. inionnation is an asset that during political times becomes 
enomously valued" (Ministry of Energy Oficial, Interview B). 

The 'veil of mystery' that surrounds PEMEX operations as well as its relationship 

with the PRI executive is not a result of historical coincidences. but a deliberate strategy 

by the regime in power. Discretionary use of petroleum wealth not only granted 

enormous economic and political leverage to federaI authorities vis-a-vis local and foreign 

interests. but was also useful to legitimize a potitical system and maintain the regime in 

power. 

According to the UAM academic (Interview Z), using an economic approach to 

understand the impact of the information imbaIance that characterises PEMEX 

operations, as well as the lack of congruence between petroleum rhetoric and PEMEX 

actions has lead to the development of several agency problems. 



"Just as was studied by Romulo Sanchez (1998) in his doctoral dissertation, 
PEMEX and Perrdleos de Veneaiela have developed, as two enormous Latin 
American petroleum SO Es, important differentials of information with its 
internal and external interest groups on petroleum resources and administration. 
These asymmetries lead to the development of inefficient decision-making and 
facilitate the development of opportunistic behaviour" (UAh4 academic, 
Interview Z). 

A representative of the PEMEX labour union dso made reference to the problem of 

misinformation with respect to PEMEX empioyees and with its external environment. 

"The Federal Government maintains a tight control over PEMEX operations. 
However, since both the Minister of Energy, the head of the Energy Regulatory 
Commission and PEMEX GeneraI Director have political interests, it is very 
common that they hide information from each other in an attempt to either 'look 
good' by handling -betters information in the eyes of the President, or 
deliberately forcing competitors to 'took bad' and lose managerial 
respectability" (PEbEX Labow Union Official, Interview I). 

A representative of the private sector mentioned. "such problems are a typical 

example of opportunistic behaviour within Mexico's energy sector" (Interview U). This 

participant then added, 

"These problems are commonly resolved in private fums by publishing public 
reports or retaining monitoring organisations such as internal comptrollers or 
external auditors. Due to the authoritarian nahue of the political regime and its 
discretionary use of Mexico's petroleum resources, PEMEX's control is limited 
to the observation of internal accountancy systems and employee compliance to 
the regulatory framework supervised by the Ministries of Energy and Treasury" 
(Interview U). 

Why have PEMEX and the Federal Government allowed such opportunism and 

resource discretionality? The PRD participant replied that the lack of a clear regulatory 

h e w o r k ,  as well as the maintenance of an incongruent rhetoric-practice in petroleurn 



policy-making "has allowed the PRI to collect enormous resources to fund its Neo-liberal 

project protected by a veil of administrative ineficiency and inefficacy" (Interview R). 

These issues of unctear regulations. poiiticd incongruencies and administrative 

inefficiencies have received the attention of the most important political actors in Mexico. 

The content of these actors' debates constitute a second dominant theme found in the 

analysis of information obtained From the interviews. 

it seems clear that dl interviewees agreed on the relevance of the political role that 

PEMEX has played for the legitimacy of the PRI's political regime. Almost dl 

participants concurred with the existence of an 'unofficial' transformation of PEMEX 

since 1988. Most importantly. the analysis of individual and institutional perspectives 

reveal that the political parties. private sector representatives. and academic participants 

(Interviews P. Q, R S. T. U. Y and Z) perceived that "Sdinas and Zedillo pushed for 

important internal transformations of PEMEX operations, while making sure that the 

population was unaware of the changes in PEMEX that could in any way be associated 

with issues of nationalism and sovereignty" (Steel industry participant, Interview T). 

The same symbols. myths and states of consciousness that helped the PRI regime to 

take advantage of PEMEX in order to sustain its political hegemony worked against any 

internal efforts tbr its reform. The same conservative values that maintained the PH's 

political sfatus quo and petroleum policy hegemony, b e  by the 1940's a major h u d e  

to those PRI members attempting to modernize the Mexican economy according to the 

new international context of globalization. 



PEMEX's Role Regarding the Federal Government's Finances 

The PRD's emphasis on developing an alternative system for supervising petroleum 

revenue leads to a second theme that recurrentiy appeared during the interviews regarding 

PEMEX's relationship with the Federai Government. This theme relates specifically to 

the impact of PEblEX on Federal finances. All ofthe interviewees expressed a mutually 

shared opinion that the Federal Government imposes a heavy fiscal burden on PEMEX. 

According to the two representatives from PEMEX (interviews G and H), one from 

PEMEX's labour union (Interview I), a representative of PAN (Interview Q) and a 

contractor of PEMEX's marine division ( I n t e ~ e w  K), the most important hurdle 

PEMEX has to face every year is to cope with the heavy taxation imposed by the Federal 

Government on its operations. 

All interviewees shared a common belief that PEMEX as a SOE needs to be 

transformed. StakehoIders described an inefficient PEMEX that, according to one, has 

been 'skimmed' by the Federal Government (Interview U). PEMEX possesses few 

resources for b d i n g  reinvestment and modernization projects in any of its four main 

functions: refining, exploration. production and petrochemicals. According to a PRD 

official, 

"There is no energy development policy in Mexico. In the past, it was employed 
as a trigger for industrial development. Instead, today the energy sector is used 
as an instrument of fiscal confiscation to finance governmental projects and 
pursue ideological objectives. PEklEX is not a petroleum organisation; it is 
instead a federal revenue-collecting agency. It has become a substitute for a 
mediocre fiscal system" (Interview Q). 



Unlike ordinary public or private enterprises, PEMEX is not taxed according to a 

set of predetermined rates every year. Instead, in its annual budget the Federal 

Government establishes a series of calculations that determine the amount of resources 

that PEMEX is to be taxed every year. "During the last decade, these rates have varied 

between 57% and 69% of PEMEX's profits" (Interview A). PEMEX taxation is not 

based on a clear and consistent fiscal policy but is instead contingent on the political and 

economic needs of the Federal Government. "This large drain of resources restrains 

PEMEX From expanding investment and re-investment programs or embarking on a 

greater modernization program" (Interview Y). 

Furthermore. the PEMEX fiscal regime includes an Excess Resource Utilisation 

[Aprovechamienro sobre Reczcrsos Ercedenres] clause that authorises the Federal 

Government to increase its taxation of PEMEX profits if international oil prices exceed 

the estimated prices used to calculate the Federal budget. "High international oil prices 

can expand PEbIEX's fiscal taxation rate up to 92% of its profits" (Interview D), This 

situation actually occurred in the second semester of 1998 when the federal budget 

underestimated PEMEX petroleum export revenues. Originai calculations established an 

average price of $14 US dollars per barrel of oil, when the market actually averaged 

$17.50. PELMEX'S fiscal contribution for 1998 grew From 61% to 69% of its pre-tax 

profits. As a representative of the PEMEX labour union (Interview I) observed, "PEMEX 

was consequently forced by the President to declare after taxes losses of $1.2 billion US 

dollars that year." 



Adrian Lajous, former PEMEX Director General (199&2000), expressed his 

disagreement with this pervasive and debilitating fiscal regulations in a popular Iefi-wing 

newspaper (La Jornada). Just a few days after PEMEX announced its financial results for 

1998, he was quoted as saying, 

"Despite the unexpected increase in international oil prices, PEMEX was forced 
to reduce its expenses and to layoff thousands of employees. It was the only 
top-ten petroleum firm in the world that, after reporting increased sales and 
reduction in investment, reported losses in 1998. This situation cannot continue. 
We have to review PEMEX's fiscal burden and design a new system that taxes 
petroleum rents in a more appropriate way. PEMEX requires a modem tax 
regime that promotes efficiency and development" (Lajous, 1999:Al). 

As a result of such a 'wicked' fiscal structure. as it was referred to by some 

participants (Interviewees Q. R and U). PEMEX has become an under-resourced 

enterprise forced to abandon many primary activities such as refining and petrochemical 

production. As a representative of the PEMEX labour union argued, 

"If PEMEX fails to collect enough revenue for its exports. then it will have to 
cut internal expenses. delay investments and even layoff personnel, but the 
central government cannot stop receiving the resources as established in 
advanced in the federal budget" (Interview I). 

Current petroleum reguIations do not provide incentives for PEiMEX to deveIop 

greater efficiencies or take advantage of 'good years' as can private fms. W a d ,  such 

regulations tend to motivate the Federal Government to deliberateIy underestimate the 

average international oil prices for PEMEX's petroleum exports in any given year, which 

in turn becomes "a stunt conceived by the Ministry of Treasury to get the largest 

resources possible from PEMEX, without having to deal with Congress" (Interview Y). 

ParadoxicaiIy, it seems that the larger the petroieum revenue collected by PEMEX, the 



lesser the amount of resources it is able to keep for internal reinvestment and 

modernization programs. 

fronically, the reality of such a heaw fiscal burden makes the Salinas' reform of 

PEMEX organisational structure seems useless. It does not matter how PEMEX is 

structured if it lacks the resources required for reinvestment and modernization. A 

PEMEX labour union representative strongly protested this situation, arguing that, 

"The only chance that PEMEX has to become an efficient organisation is with 
the accomplishment of two enormous tasks. First. the Federal Government has 
to stop cashing in on the SOE. PEMEX has to keep part of its profits for 
modernization investments and compensate its employees appropriately. 
Secondly, PEMEX has to be able to capture foreign participation for project 
development. PEMEX does not have enough resources to invest in development 
projects or in the maintenance of its elementary processes. The oil fields under 
production will be e-uhausted in a few years and PEMEX has not initiated the 
preparation of new ones. The Federal Government is killing its 'golden-egg 
goose'" (PEMEX Labour Union official. Interview I). 

When confronted with Lajous' complaints (1999:AI), the Minister of Energy, Luis 

Tillez acknowledged the Federal Government's over-dependence on petroleum resources. 

However, he argued that the situation was not the responsibility of his Ministry, but relied 

instead upon the general design of the economy. 

"PEMEX's fiscal regime cannot be modified unless an integral fiscal reform is 
conducted nation-wide. Only by identifying new revenue sources for the 
Government will PEMEX taxes be modified. PEMEX revenue is primordial to 
h d  the States expenditure programs and maintain macroeconomic equilibrium" 
(Friedland, 1999-A4). 

According to a Ministry of Treasury official, 

"Petroleum revenue represents the hrst of a long chain of links that comprise the 
Federal budget. International oil prices impact almost every aspect of the 



Mexican economy through the effect they have on public finances. Reduced 
petroleum revenue translates to tower income and consequently lower 
expenditure programs, fower investments and lower future producing capacity. 
Moreover, lower petroIeum facility deveiopment investments reduce the number 
of barrels that can be exported, lowering petroleum revenues more. It is a 
circular chain of events" (Interview D). 

Almost all participants agreed, with the exception of the Ministry of Energy and the 

Energy Regulatory Commission representatives, that PEMEX is immobile against the 

will of the federal authorities through what a STPRM worker called bill-conceived' 

mechanics included within the federal budget cdculation process (Interview I). Despite 

significant changes in the Mexican economy and the internal transformations achieved 

within PEMEX during the pa t  decade, it continues to be a hostage SOE. for both 

economic and political reasons, to the wil! and use of the President. 

P E M  is neither operated a s  a public enterprise nor is it managed like any other 

SOEs in Mexico, It is a 'cash cow' available at the whim of the political and economic 

conditions being faced by the President in power. Such dependence clearly illustrates the 

use of PEMEX and its resources for the benefit of a particular hegemonic elite in society. 

Despite Mexico's efforts to develop a liberal economy as well as its democratic regime, 

PEMEX resources continue to be tied to the needs of the PRI regime and the members of 

the -revolutionary family.- 

PEMEXrs Role Regarding Mexico's Modernization 

A third theme identified during the content analysis around which PEMEX 

stakehoIders have developed strong views, is related to the role that PEMEX has had on 



the Neo-liberal national modernization project initiated in 1988. According to a 

significant number of interviewees. PEMEX fimctions as a source of economic resources 

to find the Neo-liberal agenda. However. "PEMEX was itseif subject, at least 

superficially, to Salinas' liberalisation strategy" (UAM academic, Interview Z). 

In 1988, the Salinas' administration appeared to share the traditional beliefs 

expressed in 1971 suggesting that, "The national control of the energy resources is an 

indispensable requisite for reorienting the economic development process" (PEMEX, 

1971 : 163). As had been done previously during the 1970's and 1980's, President Salinas 

exercised his control over the sources of energy to feed his National Development Project. 

According to an opposition party member. "PEMEX is the best source of resources to 

support social programs such as education. healthcare, etc. PEMEX's revenue is strategic 

and hdarnental for the political agenda of the President" (PRD official, Interview R). 

Among the principles established in his Neo-liberal reforms in 1992, President 

Salinas ordered the decentralisation and redefinition of the PEMEX organizational 

structure into fbur subsidiary companies that would resemble private petroleum multi- 

national companies (MNCs). This redefinition included the reduction of the labour force 

by 35% and the introduction of financial performance criteria in order to increase 

operational efficiencies (Ministry of Energy. 1999b). The four subsidiaries created were: 

PEMEX Exploration and Production; PEMEX Refining and Distribution; PEMEX Gas 

and Basic Petrochemicals; and PEMEX Petrochemicals. To force PEMEX to increase its 

economic efficiency and adopt MNC administrative and operationaI criteria, Salinas 

introduced a corporate coordination office named PEMEX International. The Canadian 



Energy Research Institute described the values associated with the most important 

operational changes introduced to f EMEX's through its new organisationid structure. 

"Each subsidiary acts as an independent entity, managing its own budget, 
planning, personnel, and other functions. Inter-subsidiary transactions are 
governed by market-based contracts, but with managed transfer prices. Prices 
are based on local market conditions and international opportunity costs" 
(Canadian Energy Research Institute, 1995a:29). 

The new organisational structure is further explained with regard to its decision- 

making as. 

"Decisions regarding exploration and production now routinely involve 
evaluations of projects by referring financial indicators like net present value, 
internal rate of return. and cost-benefit rations" (Baker. 1994b:4 1). 

Under the Zedillo administration. PEMEX Further reformed its internal policies at 

both the administrative and operational levels. Administratively. PEMEX relocated some 

of its decision-making centres From Mexico City to closer proximity to its operational 

centres (i.e.. PEMEX Exploration and Production headquarters were moved to Tabasco in 

1994) and allowed a larger but discrete participation of the private sector at some of its 

most elementary processes such as transportation and storage, Although these changes 

did not have an important economic impact. ideologically they represented a major shift 

for PEMEX practices. Despite the development of greater administrative efficiencies and 

the reduction of up to one thiid in production costs (PEMEX, 1999a), the reform, which 

represented the most significant change, was the involvement of foreign petroleum 

companies in the establishment of PEMEX performance and production standards. 

"The operations of the four subsidiaries, as well as those of Petrdleos ~ M ~ c u n o s  
International, PEMEX foreign marketing arm, are benchmarked against 
international standards. The W s  executives, for example, employ the Dallas- 



based Solomon Associates refinery survey to compare the performance of 
Mexico's six refineries with 100 other plants throughout North America and 
South America" (Irwin, 1994: 17). 

In the beginning, the reform was more evident at PEMEX Refining and Distribution 

branch. A PEMEX official described in detail the implications of redefining its refining 

"Although refining grew through the 1970's and 19807s1 investment restrictions 
and increasing environment pollution problems devetoped in urban areas in the 
late 1980's. These problems forced PEMEX to re-evaluate its refining strategy. 
A lack of investment resources to modernize PEMEX's old refining facilities 
forced us to initiate the import of gasoline and lighter oil products" (Interview 
F). 

For the Gas Sector representative. the consequences of the transformation led to the 

establishment of a joint venture between PEMEX and Shell Oil Company in 1993, in 

which PEMEX International acquired 50% of Shell's Deer Park oi! refinery in Southern 

Texas. As a result. "PEMEX secured the refinement capacity of 45.000 b/d of Maya 

crude oil into unieaded gasoline to be distributed through its network of gas stations" 

(Interview S). For its part, Shell was guaranteed secure access to 100.000 bid of Iight 

Mexican oiI (Ministry of Energy, 1999a). Although this &st venture of PEMEX with a 

foreign partner constituted a significant transformation of its operational strategies, they 

all avoided public scrutiny having received scarce coverage by the media 

Simultaneously to PEMEX's refining strategy reform, Zedillo also introduced a 

modification in hydrocarbon transportation procedures that libedzed a few more oil 

operations from PEMEX control. This reform consisted in the transformation of 



PEMEX's procedures regarding its network of hydrocarbon transportation including land 

pipelines and marine transporters, The land transportation reform allowed for the 

development of a pipeline network for gas transportation by private operators. Under the 

new Independent Power Producers plan (IPP), PEMEX produced gas was allowed to be 

privately distributed to independent power generators. Since the network feeds private 

operations, then it is not considered to be a public service and therefore is exempt from 

the existing Constitutional regulations. The reform system allowed for four types of 

private power generation: electricity generation for self-supply, co-generation or small- 

scale production: power generation by independent producers in order to sell to the 

Federal Government power network; power generation for export; and power generation 

by private persons for their exclusive use (Ministry of Energy, 1997a). The same Gas 

Sector participant explained that, 

'This libenlisation was the result of demands for larger reliability and safety of 
the system resulting from the Guadalajara pipeline explosions in 1992, rather 
than from any ideological or economic rationale. The liberalisation of the gas 
distribution network under the Independent Power Producer system has 
increased the distribution capacity and improved the efficiency of three new 
electric power developments" (Interview S). 

The Energy Regulatory Commission (CRE for its initials in Spanish) participant 

(Intewiew C) agreed with the previous statement and added that a number of local and 

foreign firms have taken advantage of the IPP system. Amongst the largest are Valero 

N a M  Gas Company, Enron, El Paso Naturrtl Gas, San Diego Gas and Southern 

California Gas Company. 



The second example of PEMEX's products transportation liberalisation consists in a 

modification of its marine transportation strategy. The STPREvi representative spent a 

significant share of his time discussing this event. 

"When the PEMEX fleet, comprised of 27 ships (19 petroleum, four 
petrochemical and four gas carriers) compieted its usefit1 Iife, Zedillo instructed 
Lajous to cancel all new ship acquisitions and grant transportation contracts to 
internationd petroleum traaspartation MNCs" (Interview E). 

According to a PEMEX report (I999a), fleet renewal would require an investment 

of more &an one billion US dollars. so PEMEX was forced to allow private participation 

in oil transportation. A newspaper article incIuded a brief justification provided by a t op  

level executive: "PEMEX does not have to conduct a service that can be offered by 

private fms  at a lower cost. The resources that would have to be invested in new ships 

can be better used for production and exploration" (Peralta. 1999a:Al). 

While PEMEX's refming, power generation and distribution reforms signified the 

abandonment of two of its most important administrative guidelines: decision-making 

centralism and xenophobic nationalism, the most important example of PEMEX 

liberalisation during Zedillo's administration is the strategy pursued in the development 

of the Canfarell oil field. Previous to the deveIopment of the Cantarell project in 1997, 

PEMEX had kept most of the processes required for the exploration, development and 

exploitation of a new field 'in-house.' "In-house development was believed to follow the 

lmport Substitution Industrialisation principles of the times" (Interview H). However, the 

enormous resources required iu developing the Cantarell project forced PEMEX to open 

it up to foreign participation. According to its 'Master Plan,' thirty-six contracts for 



"engineering, procurement and construction," twenty-seven orders for acquisitions, and 

seven construction contracts were assigned to foreign firms in just the first year of 

Iiberdisation (PEMEX, 1999d). 

While stating his strong opposition to this strategy, the PRD participant observed, 

"The Cantarell project is a good example of what is currently occurring in the 
Mexican oil industry. Instead of granting contracts and acquiring supplies fiom 
Mexican contractors and suppliers, Cantarell is in the hands of a few foreign 
firms. Those h s  are going to make enormous profits with minimum rates of 
risk" (Interview R) 

The two academics interviewed argued that the liberalisation of the Mexican 

petroleum sector. as illustrated by these examples, is the product of several different 

sources of pressure. "Besides the global trends for market libedisation and the 

privatization of SOEs. other factors such as the need for modem environmental safety 

technologies. insufficient investment resources. and market volatility are pressing national 

oil industries like PEMEX to redefine themselves" (Interview Y). These three factors 

were discussed with other participants in order to evaluate the similarity of their 

perceptions of the need to liberalize PEMEX. 

With respect to PEMEXTs policies on environmental safety, a PEMEX contractor 

defended the argument that PEMEX has seen major changes regarding ecological 

concerns: "it has evohed From a highly irresponsible to a bighly responsible firm" 

(Interview K). He went on to add, 

"PEMEX has changed its attitude towards ecology. Twenty years ago it was 
totally careIess about waste management I witnessed PEMEX marine platforms 
throwing their oily surplus into the sea. However it has been adopting more 
adequate procedures over the last decade. Now it processes polluted residues, 



collects all its waste and ships it to Iand for its appropriate reuse and recycling" 
(Interview K). 

Other participants, such as the gas and steel industries representatives and the 

Canadian energy sector investor (Interviewees S, T and V) proposed different reasons for 

the need for a greater opening up of PEMEX. According to them, a particularly relevant 

factor for Liberalisation was the current trend of low international oil prices. "Just as with 

any other enterprise, low prices and reduced revenues are forcing PEMEX to reduce its 

operation and production costs" (Interview V). The UNAM academic disagreed and 

argued that. 

"Unlike most international petroleum firms. PEMEX resources are drained by 
the Federal Government. therefore it lacks sufficient capital, technology and 
adminimtive expertise to adapt to such harsh market conditions. Instead, 
fusions. acquisitions. joint ventures and restructuring projects represent radical 
ways to reduce costs in a short period of time. Under such circumstances, 
private participation is considered to be the easiest way to increase production 
output and consequentiy petroleum revenue" (Interview Z). 

The PRD participant introduced another factor pressing the Mexican Government 

toward a greater opening of the petroleum industry. According to him, liberalisation is 

the result of the Federal Government's lack of resources for b d i n g  social welfare 

programs. Moreover, this participant also disclosed a grand liberalisation theory: 

"By transferring some expensive functions from PEMEX hands into the control 
of private investors, such as exploration and maintenance, the President obtains 
enormous savings that can be channelled to the corporatist eIectoral machinery 
of the PRI. Ironically, the last attempts to keep power within the PRI have 
forced it to discretely abandon the principles of petroleum sovereignty and 
nationalism that had kept it in power. Drastic measures to guarantee political 
sunrival have made petroleum foreign investors parmers 'in crime"' (Interview 
R)- 



As the gas pipeline, petroleum fleet and Cantarell examples illustrate, PEMEX has 

changed its operational criteria. WhiIe it hctioned for decades as a social purveyor and 

source of federal revenue, it has more recently adopted different standards to guide its 

activities. As an official of the Minisw of Energy said, 

"PEMEX follows a new rhetoric; that of operative efficiency. We want PEMEX 
to nm as a private finn. We want profit margins; it cannot continue to exist as 
an income redistribution agency of the Government. This is not a new rhetoric, 
it is a new ideology" (Minisuy of Energy official. Interview A). 

Jorge Chavez Deputy Minister of Energy recently declared the new guidelines that 

would rule PEMEX's operations. For the Ministry, "the Mexican energy sector must 

achieve a similar rate of growth to that of the nation's economy, acting as a catalyst to 

such growth. Therefore, it is a priority to channel sufficient resources to that sector" 

(Garcia, 2000:DI). Accordingly, P E m X  operations are ruled by economic rather than 

political criteria. "Mexico's energy sector faces the challenge of adapting and evolving to 

increase its efficiency and competitiveness and consequentty satisfy the present increases 

in demand (Garcia, 2000:DI). He added that. ?he  three keys for the protection of the 

nation's energy patrimony are the optimum expIoitation of such resources, the opportune 

promotion of infrastructure investments and the protection of the environment" (Garcia, 

2000:D 1). 

Evidence suggests that although the government has been s u c c d  in achieving 

discrete and moderate likralisation of petroleum production and distribution activities, as 

weU as the establishment of efficiency-oriented dkdves ,  it has not been as s u c c d  at 



other important projects. During Zediffops administration, the Ministry of Energy has 

attempted to open the petrochemicd and electricity sectors to greater private participation. 

Mr. Chavez explained the rationale employed to justify petrochemical reform: 

"For the development and support of secondary petrochemical facilities, Mexico 
needs about 14 billion dotlars tiom the private sector. Such investments would 
allow the government to focus on sociai welfare issues such as healthcare, 
education, employment, justice procurement and economic development" 
(Garcia, 2000:D 1). 

The gas industry participant talked about the petrochemical industry's reform 

experience. He obsewed that afier difficult debates in Congress, Zedillo modified the 

petrochemical industry law in order to accept 49% private sector ownership of the 

petrochemical industry. This approach was unamactive to national and tbreign investors 

that rejected the idea of having to depend on the Government for running their multi- 

million dollar investments. 

"While the 49% scheme proposed for the petrochemicals faiied for a lack OF 
participant interest, the electricity reform was stuck in Congress. Zediilo 
proposed to open up competition in the eIectricity generation and distribution 
sectors. Due to the proximity of Zedilo's propod to the beginning of the 2000 
Presidential campaigns, the PAN rejected the plan due to fears of new 'treason' 
accusations fiom the PRD" ( I n t e ~ e w  S). 

Three groups explicitly opposed the proposition for the opening up of these two 

industries. The interviewed academics questioned the rationale used to jw the 

opening up of the electricity and petrochemical industries. According to an UNAM 

specialist "PEMEX is capable of financing petrochemical operations. The arguments 



behind the privatization initiatives lack economic rationale, they just pursue ideological 

reasoning" (Interview Y). 

Simiiarly, the labour unions have expressed their opposition to the Neo-liberal 

agenda for PEMEX. A representative of the CTM complained about the impact that 

Mexico's Iiberalisation has had on his organisation. The trends to privatize strategic 

sectors have taken a toll on employment stability, union fieedom, collective bargaining 

and have resulted in a reduction in labour justice. 

"Foreign and national private investments in strategic sectors have seen no limits 
during the last ten years. As private investment grows. tabour rights conquered 
through decades are disappearing. For example, the Mexican railway SOE had 
over forty-nine rhousand employees in 1998. .Mer its privatization. and despite 
the promise not to do so, 36,000 employees were laid off. On the North-Pacific 
uain route, only 20% of the original employees remained two years after it was 
sold to a Mexican entrepreneur" (CTM official. Interview E). 

Another group that has strongly expressed its rejection of PEMEX's liberalisation is 

a group of petroleum engineers retired From PEMEX. known as the 191 7 Constitution 

Group. They have continued to express their criticism of PEMEX activities since 1994. 

Through a complex study entided "Economic and Technical Analysis and Proposals for 

Perrbleos ~Wexicanos' (1998), this group questions PEMEX's economic and technical 

rationale for two of its largest projects: the privatization of the petrochemical sector and 

the deveIopment of the Cantarell project with foreign participation 

It is evident that after the early 1990's, petroleum policy-making broke silently with 

some of the principles that justified its development. While principles like nationalism, 

populism and sovereignty continue to be present in official rhetoric; in reality, PEMEX 



actions suggest that these principles are in the process of change, if not of abandonment. 

Academic associations. labour unions and interest groups continue to voice their 

opposition to these plans, participating in specidized forums and publishing newspaper 

articles with technical anaiysis that attempt to sustain their arguments for the rejection of 

the opening up of PEMEX. As a resuIt, proceeding with energy sector liberalisation, 

particularly petroleum, will not be an easy task in the future. 

The Debate about the Future of PEMEX 

A final theme frequently raised by the interviewees was the recent petroIeum 

policy-making debate amongst Mexico's largest political parties. Its implementation. as 

the UNAM participant maintained. "is due to the recent liberalisation of the political 

arena as much as a resuIt of the changing relationship in recent years between PEMEX 

and the political parties" (UNAU academic. Interview Y). He continued, 

"Untii 1988, when the PRI enjoyed total control over the eIectoral process, this 
dialogue was kept to a minimum. Both PRI executives and Congress assumed a 
passive role and obeyed the commands of the president regarding petroleum 
policymaking. The few existing opposition Congress deputies focused their 
efforts on other issues that they could influence. such as foreign relations or the 
procurement of justice. In their view, petroleum policy-making was outside 
their area of influence, since it was highiy protected and centraIized within the 
ranks of the executive cabinet" (UNAM academic. I n t e ~ e w  Y). 

A member of an opposition party asserted, "We enjoyed null poiitical power on 

issues related to PEMEX and the energy sector. They belonged to a bIack box to which 

only the President had a key" (PAN official, Interview Q). 



The two opposition political party representatives (PRD and PAN, Interviews Q and 

R) agreed that after 1988, their parties began to get a closer look into this 'black box,' by 

developing an active role in petroIeurn policy-making and having a closer relationship 

with energy sector officials. Renewed participation in energy issues, described in an 

earlier chapter, was the result of Salinas political reforms. The modification of electoral 

law and the liberalisation of old political practices impacted party composition in 

Congress after the 1991 elections. The results gave way, for the first time in modem 

Mexican history, to a lower Chamber of Congress with a significant representation from 

opposition parties. A larger representation in Congress gave opposition parties a louder 

voice and influence on traditional economic and political practices. such as petroleum 

policymaking. As a member of the PAN said. 

"During the second half of SaIinas Se-renio, we fmally had a chance to express 
our arguments against some policies introduced to Congress by the President. 
Although these initiatives were almost always passed, we were capable of giving 
a good tight. An example was the initiative that reformed PEMEX organic law. 
While the PRD opposed the hctionating of PEMEX in four enterprises, we 
demanded larger reforms that could introduce new opportunities for the private 
sector" (PAN official, Interview Q). 

It was aiso clear to most of those interviewed that things changed between Salinas 

and Zedillo administrations regarding the political context of petroleum management. The 

UAM political analyst (Interview Z) explained this transition succinctly, 

"While it was easy for SaIinas to gather enough political support in Congress for 
carrying out the program of energy sector liberalisation in 1992, Zedillo faced a 
different scene. Zedillo's victory in 1994 coincided with the election of a more 
pluralistic and balanced lower Chamber of Congress wi& greater power sharing 
between PRI, PAN and PRD. The democratic liberalisation experienced between 
199 1 and 1994 granted renewed freedoms to the political parties, which felt even 



greater liberty to express their positions regarding sensitive issues such as 
development strategies and natural resources management." 

The representative of the PRD offered another perspective on the main factors that 

evolved b e m n  presidential terms in office. For the traditionalist political left-wing, 

"After Salinas's modification of PEMEX's organisational structure in 1992, oil 
stopped being an important issue in Congress. However, the use of oil exports 
as a guarantee for the financial aid package granted by the US during early 1995 
brought back to the surface, the nationalist feelings associated with petroleum 
resources. PAV congressional deputies followed our demand for the defence of 
national sovereignty, violated with what we considered to be 'the kidnapping of 
our oil revenues by the United States"' (PRD official, Interview R). 

For its part. the PAN representative argued that public finances rather than 

nationalistic arguments. forced Zedillo's modification of petroleum administration. For 

this right-wing politician, what the PRD referred to as 'imperialism' was in fact 'foreign 

participation during times of crisis' (Interview R). According to the PAN representative, 

the real reasons behind the petroleum reform were not based on political arguments but on 

the ideological commitment to complete the Neo-liberal project. 

"Several events put extra pressure on the Federal Government to accept foreign 
participation in Mexico's energy sector. Amongst these, the most important 
ones were the international pressures to advance the Neo-liberal project initiated 
by Salinas, the drop in international oil prices, and internal demands to increase 
resources to fight growing levels of poverty amongst the population. 
International discontent with an incomplete economic reform meant more 
difficult access to foreign loans and investment. Lower petroleum revenues 
meant fewer resources for the government's social programs. Without 
resources, the PEU cannot h d  social aid programs. Without such programs, the 
PEU cannot maintain itself in power. Therefore, a discrete opening of the 
petroleum sector to private capitals worked out well to reduce international 
pressures and fke up Federal resources for education, healthcare, etc." (PAN 
official, Interview Q). 



Both the Einancial deficits of the Federal Government that resulted h m  the 

economic crises in 1995, as well as the resurgence of sensitive political issues such as the 

defence of nationalism and sovereignty, forced the administration of President Zedillo to 

W e r  the liberalisation of the petroleum sector. Either way, post 1994 Iiberdisation of 

national politics and economics allowed PEMEX to develop a new political relationship 

with the three political parties. 

Another area of disagreement was the level of dialogue developed between the 

parties and the Federal Government on energy issues. According to a Ministry of Energy 

Official. 

'.Between 1995 and 1999, the political parties have maintained an open dialogue 
with PEbIEX and the blinistry of Energy on petroleum policy-making, and have 
had the chance to express their critical views and opinions on PEMEX's 
administration and. most importantly. the form its future activities should take" 
(Interview A). 

Yet. when asked about the level of political debate, opposition parties' 

representatives differed on their responses. While the PRD official denied the existence 

of any dialogue with the Energy Cabinet. the PAN argued that the new political arena 

allowed more open debate in Congress. "Petroleum was a hot issue discussed during and 

after ~on~eressional sessions. However. Zediilo never accepted to debate about PEMEX 

with us" (PAN Official, tnterview Q). As well, the main themes that dominate these 

parties' beliefs about PEMEX reveal significant differences. Interviews P, Q and R show 

the competing ideologies behind the three parties' views of nationalism, sovereignty, 

liberalism or authoritarianism. While the PAN and PRD agenda regarding PEMEX 



reform are diametrically opposite !?om Zedillo's, the PRI has undergone mixed feelings 

about the liberalisation of Mexican petroleum. The gas distribution sector representative 

as well as the UNAM academic discussed the PN's position in some detail. 

"The PRI is divided into two large groups with respect to maintaining present 
moderate liberalisation or advancing with the reforms and complete PEMEX's 
opening. Some PRI members believe that it would be stupid to renounce the 
fiscal rents collected h m  PElMEX. Others suggest a frank liberalisation of the 
sector to market competition" (Interview Y). 

These two positions were clearly identified during the secondary data analysis. For 

the traditionalists. the ideological precepts of the party demand adherence to the ultimate 

principles inherited from the Mexican Revolution, such as the ones contained in ArticIes 

27 and 28 of the Constitution. In the words of the Dulce Maria Sauri. current PFU 

President. 

"We defend a nationalist and popular project that coincides with the values of 
national sovereignty and protects the interests of society above those of 
corporations and lobby groups ... Our project is committed to a definition of the 
energy sector as historical patrimony; the separation between church and State; 
the defence of non religious public education; and the absolute priority of 
sovereignty over globalization" (quoted by Arredondo Ortiz 2000b:A2)* 

The perspective of the PRI official interviewed followed the same traditionalist 

view. He stated emphatically that. "Salinas' and ZedilloTs PEMEX reforms contradict the 

party's ideological principles; szrch a reform cannot be ptuhed an inch forward' 

[emphasis added] (PRI Official, Interview P). This position agrees with the position 

expressed by the PRIdominated Senate report in 1971. "PEMEX is responsible for 

conducting those productive processes considered strategic by the Constitution, as well as 



those that are important for acting as catalysts of economic growth" (PEMEX, 1971: 166). 

From this perspective, the private sector plays only a moderate role when compared to the 

State's participation and control of the economy. 

The same report expands on the role of the private sector fiom the traditionalist PRT 

ideology. 

"In a mixed economy like ours, the private sector must enrich and expand the 
State-Owned Enterprises. In this sense. a deficient private enterprise would 
become an impediment to production. A private enterprise subsumed to foreign 
interests would lead to underdevelopment. A private enterprise that grows at 
expense of the State would be an unacceptable solution" (PEMEX, 1971 : 167). 

The UAPv1 researcher expanded on the position adopted since 1988 by a new group 

of PRI members, tiequently referred to as the 'reformers' or 'technocrats.' For him, these 

PRI-ists defend that "the beliefs contained within the revotutionary rhetoric are 

anachronic and outdated. WhiIe they were justified by the need to develop a mixed 

economy according to the past. present globalization demands the adoption of modem 

and pragmatic ideas" (UAM Academic, Interview Z). 

When asked about their impression of Zedillo's position most interviewees agreed 

that President ZediIlo and his cabinet members belonged to the second group. However, 

'rheir perspective has not been openly discussed for fear of the political costs that radical 

comments on sensitive issues codd have during the upcoming presidential elections" 

(Confederation of Mexican Workers Official. Interview E). 

A newspaper article summarised the Zedillo administration's position. According 

to the Miuister of Energy, Luis Tkllez, 



"Large energy enterprises have modernized by becoming innovative and 
developing diverse and complementary senrices between each other. Energy 
sectors world-wide have gone through radical changes in industrial organisation 
and technical progresses. PEMEX cannot and must not remain at the margin of 
world trends. Losing these opportunities wouId put Mexico's development at 
risk" (Friedland. 1999:A4). 

A representative of the Ministry of Energy (Interview B) added that besides the 

ideological reasoning pursued through petroleum liberalisation. other market-based 

arguments demanded PEMEX reform. One of these is the fact that PEMEX operates 

within a highly competitive international marketplace that required the establishment of 

market-based strategies. 

"From an organisational perspective. PEMEX has to adopt more efficient 
practices. The international oil industry is highly competitive. Amocco and 
British Petroleum merged to create the largest petroleum firm in the wortd. 
Other firms have followed in an attempt to respond to the new market 
conditions. PEbEX cannot remain as a 'sitting duck.' PEMEX's future 
depends on present transformation. It must be opened up to private capital or 
die" (Ministry of Energy officid, Interview B). 

The UNAM analyst argued that finding out Zedillo's position was irrelevant. 

Instead. what he considered interesting was to study the outputs fiom the intemai 

ideological clash between the 'statist' and the 'market' FEU-ists. 

"The ideological ciash within the PRI has had a divisive impact within the 
party's ranks. While the party has reaffirmed its power through the presidential 
elections of 1988 and 1994, ideological contradictions have led to a split. First, 
in 1987 a left-wing faction within the party deserted and founded a new party 
(PRD) with a renewed commitment to the principles inherited from the 
Revolution, which in their view, had been betrayed by the PRI. Secondly, a 
traditional right-wing faction became increasingly disillusioned with the Neo- 
IiberaI agenda carried out by the 'technocrats,' According to this perspective, 
despite the fact that the 'technocrats' had introduced appropriate market-based 
policies, they had done so through the implementation of drastic measures that 



put at risk the maintenance of the party in power. While this faction has not 
abandoned the party, this group has accused the 'technocrats' in power of 
abandoning its ideological principals and adopting an agenda closer to that of 
the PAN" (UNAM Academic. Interview Y). 

The ideological position of the PAN regarding petroleum administration in Mexico 

is also worthy of study. As described by a participant of this party, the PAN mixes 

conservative betiefs with respect to social organisauon with Iiberal ideas on economic and 

politicd issues. It has become the electoral home of business and religious interest 

p u p s .  Its ideological principles have directed it to pursue market-driven liberal policies 

such as reduced government intervention. free enterprise. larger foreign investment, 

economic liberalisation and politicd democratization. Such perspectives differ kern the 

explanation given by the PRD participant about the Phi ' s  vision. "PAN has no liberal or 

democratic orientation as it maintains: it actually defends the maintenance of the elitist 

privileges developed by higher socid cclasses, Iarge capitalists and the Catholic Church" 

(PRD Official. Interview R). 

The UNAM academic considered the fact that during the adoption of a Neo-liberal 

agenda in the 1990's. the PRI embraced what was previously considered to be the PAN'S 

economic program as relevant to the understanding of current petroleum politics. 

"Such events put the PAN at a crossroads. A first option was to W e r  move 
itself to the right of the political spectrum in order to differentiate itself h m  the 
PRI. However, since such measures do not guarantee larger political support 
fiom the masses, the PAN decided to 'share' its strategies with the PRI members 
that formed S h ' s  and ZeWo's Government. Logically, it was not difficult 
for these Presidents to obtain PAN support for their economic and political 
programs- (Interview Y). 



In his doctoral dissertation, Fernando Salas (1992) elaborated on the reasons behind 

political coalitions conceived to advance particular political programs, such as PEMEX 

refonn. According to Salas. the PRI and P A N  allied to split the political costs of 

abandoning the ISI strategy for a Neo-liberal reforms program. 

"Structural reforms are more likely when the incumbent political coalition 
judges them a necessary, though risky electoral investment. The refom must 
resdt in economic benefits large enough to create political gains, which 
outweigh the likely political loss of the support constituency. These benefits can 
be used to lure a new constituency basis for support" (Salas, 1992: 187) 

The PAN has not only approved many of the PRI's liberal reforms, but it has 

demanded a greater application of such principles. The PAN believed that in order to 

collect economic benefits that surpass political costs. the Neo-liberal agenda had to 

extend into every comer of Mexico's social relations. including political and 'strategic' 

issues such as petroteurn management (Salas. 1992). The P a ,  for its part, tried to Iimit 

the Neo-liberal refom~s to economic issues. in order to avoid putting at risk its political 

hegemony (Cansino. 1 998). 

With the increased political liberties that the poiitical refonn has provided to the 

opposition parties. the PAN has also attacked the PRI on several issues. Politically, the 

PAN demanded a IeveI playing field to compete with the PRI and PRD. Economically, 

the PAN demanded a rapid advance of the Neo-liberal agenda, even into previously 

unthinkable fields such as petroleum policymaking (Interview Q). The PAN accused the 

regime in power ofa lack of a visionary energy strategy. 

"The PRI is not managing its petroleum resources with a long-term strategy. 
Zediilo's administration has forgotten that oil is a non-renewable resource. Our 



strategic reserves have been over exploited during the last decade, He is just 
maximizing the short-term revenue that is collectable fiom Mexican oil wealth. 
Zedillo's petroleum policy could be sumrnarised in 'sell as much oil as you can, 
to be paid as soon as possible. to whomever is willing to buy"' (PAN official, 
Lnterview Q). 

Similarly. the PAN accuses the regime of pursuing excessively centralist petroleum 

policies at the expense of regional development and environmentd protection. 

"PEMEX has an enormous debt in terms of regional development and 
environmental protection. Although PEMEX has adopted a greater 
consciousness of its regional and environmental impact during the last five 
years. there are still lots of areas and environments that are severely damaged" 
(PAN official, Intewiew R). 

tn contrast. the PRD has pursued a different energy policy agenda from that of the 

PRI and PAN. The PRD is a party founded by former PRI governor Cuauhtemoc 

Cirdenas in 1990. As the son of President L i m o  Cirdenas. the person that promoted 

petroleum nationalization in 1938. Cuauhtemoc Cardenas' position on the matter has been 

evident: maintain a state-owned monopoly in the sector regardless of internationd 

pressures. strategic reorientation, or market demands. 

Despite the PRD's ideological commitment in maintaining the intervention of the 

State over the economy, it agrees that PEMEX cannot continue operating in the same way 

as it has for the last two decades. A PRD representative (Interview R) argued, "at the 

Senate sessions, all the parties, regardless of political orientation, agree that PEMEX 

requires increased autonomy £?om the executive branch," The PRD believes that PEMEX 

should become a more independent SOE focused on becoming a catalyst for 



industrialization. "I believe that we still have a chance to employ PEMEX correctly. 

That is, use it as a trampoline to industrialize the country" (Interview R). 

Logically, the PRD has opposed both PRI and PAN Neo-liberal agendas. Cirdenas 

has frequently accused them of being 'traitors of the nation;' since "the attempts to 

liberalise the PEMEX regulatory framework violate the principles inherited fiom the 

Revolution" ( I n t e ~ e w  R), The PRD's attitudes towards h e  PAN'S agenda became quite 

clear when the interviewee said. 

"PAN is committed to privatizing PEMEX, just as Argentina privatized it's 
national petroleum firm; you can bet on it! Well, I remember hat  at the Senate, 
a PAN Senator argued that if they were forced to keep something in public 
hands. they would choose to maintain only some part of the extraction 
processes. For the PRD, whether we keep extraction processes or not, that is 
still privatizing" (PRD official, Interview R). 

For its, part the PRD representative blamed the PRI for abandoning the ideals it had 

defended for decades. "While PAN wants to privatize, the PRI has expressed it intentions 

to open the sector to foreign participation as broadly as politically feasiblev, instead of 

protecting Mexico's nationalism and sovereignty. 

"Through an indiscriminate and irrational exploitation of our petroleum 
resources, the regime has made us 'the reserve of the US reserve.' In 1994, 
PEMEX exported 1.3 million barrels per day to five different customers. Since 
then, it has increased its exports to 1.7 milIion barrels per day, 90% of which are 
shipped to the US. It seems as if PEMEX has been more preoccupied in its role 
in supporting US energy security than with the Mexican population" (PRD 
official, h t e ~ e w  R). 

The PRD representative argued that while the debate about PEMEX reform is good 

for the country, the discussion on the issue shodd focus on pragmatic rather than 



ideological arguments. This requires the selection of the strategy (privately or publicly 

managed petroleum) that best suits the needs of the Mexican society. 

"PEiMEX reform must be discussed in terms of industrial policy-making, instead 
of property. That would only lead to a division between those that want to 
privatize and those that do not. The debate should focus on the best industrial 
use of PEMEX resources. Mexico requires a solid energy industry policy, 
because the PRI has given us none" (PRD official). 

The PRD representative proposed an alternate solution. 

"We believe an issue of autonomy instead of property is responsible for current 
PEMEX problems. We definitely would maintain control of PEMEX as it is, 
with only some minor changes ... While my party agrees with others that 
PEMEX must be reformed, we propose a modernization of the sector as a better 
alternative to a full privatization or a wide liberalisation to foreign interests" 
(PRD official. Interview R). 

Through the 2000 presidential electoral campaign, the debate on the appropriate 

petroleum policy framework received greater attention. During a period of four months, 

between March and June 2000. the three parties disclosed their positions regarding 

PEMEX reform. Vicente Fox. the PAN presidential candidate expressed the need to 

liberalise the energy sector as soon as possible. However, he was carefid in the way he 

presented the proposal, According to him. "Public enterprises must be transformed so 

that they become fortified and stop limiting the competitiveness of the private firms. We 

need to concIude with the reform of the petroleum sector to develop a healthy economy" 

(Fox, 1999:M). When asked about his agenda regarding PEMEX he replied, "We should 

not privatize, but shouId transfer the most important organisation of the country to society 

and the market ... We should sell PEMEX, but never should we sell our oil" (Herrera 

Beltran, 1999:DI). Fox has refked to explain firrther what he meant by "transferring 



PEMEX to society and the market" or "selling PEMEX but not selling oil;" nonetheless, 

Fox's intentions to liberalise PEMEX. whether he calls it a formal privatization or not, are 

evident. 

When the PAN official was asked about his party's plans regarding PEMEX, in the 

case of a victory in the presidential elections, he handed out a newspaper article that 

contained Vicente Fox's perspective on the matter. 

"Some people argue that we should not privatize PEMEX for nationalistic 
reasons, that the State must maintain control, etc. However, we have lived under 
such Statist strategy in the past and we know it did not work. At National 
Action, we are pragmatic individuals. We believe that if the objective is 
promoting economic development and increasing the quality of life of our 
compatriots, then we need to transfer all SOEs to the market. However, such 
transfers must be conducted under four main conditions. First, the State most 
collect larger resources fiom the transfer than fiom the administration of SOEs. 
Secondly, the transfer must benefit the local consumer though lower gasoline 
and gas prices. Third, aIi employees are to be maintained or transferred to new 
empioyment positions. Fourth, the transfer must have a social sense; that is, 
society must enjoy the overall benefits of the transfer. Therefore, I do believe 
we should abandon the old ideas sustained by Cuauhtemoc Cirdenas of 
maintaining petroleum as conceived by his father in 1938. We are in fact 
recommending a second nationalization that takes petroleum resources away 
fiom the Federa1 Government and gives it back to society. Petroleum wealth 
cannot be wasted in regular govemmentai inefficiencies; instead it must be 
invested in the formation OF human capital through education. science and 
technology. I would glady exchange two million barrels of oil per day for 2 
million Mexicans with graduate studies" (Fox, 1999:A2). 

During the interview with the PAN representative, he clarified that, 

"We are aware that Fox's comments are a bit radical. While we do share most 
of his ideas and plans to give petroleum back to society, we know they are very 
difficult to achieve. If Fox does not become President after the elections of 
2000, a possible mid-way solution would be to develop performance agreements 
between PEMEX and private investors. Such instnuneats would grant PEMEX 
with required freedom, h e a d  of opening petrochemicals to 49% private 
ownership, we shodd hand !heir kilities to private entrepreneurs under 



performance agreements. We believe we can reach a 15 year operation 
agreement with private investors under clear conditions" (PAN official, 
I n t e ~ e w  Q). 

According to the same party representative (Interview Q), if PAN continued to play 

a role as an opposition party after the upcoming presidential elections, then its penoleurn 

agenda at Congress would push for the adoption the following issues: 

I )  Administrative and financial autonomy under the supervision of Congress. 

2) Elimination of subsidies. 

3) Gradual increase in tariffs to cover production and investment costs. 

4) Establish tariff reduction subsidies to low income regions. 

5) Design energy saving policies. 

6) Establish good maintenance and environmental protection practices. 

7) Allow private participation in non-strategic processes. 

8) Develop a new Energy Savings Law and an Environment Protection Law. 

9) Engage unionized workers in efficiency and production increase agreements. 

10) Establish generous compensations for retiring and withdrawing employees. 

The PRD expressed its total disagreement with the PAN's position regarding 

PEMEX, The PRD's national President, Pablo Gornez maintained "PAN's proposal is 

inadmissible because it not only suggests the privatization of PEMEX, but also proposes 

to sell hydrocarbon exploitation rights. We cannot allow the PAN to modify the national 

patrimony without explicit authorization fiom the peoplen (PeraIta, 1999cA I), Similarly, 



Ctirdenas expressed his rejection to such a proposal. He argued, "I am completely 

offended by the plans to dismantle the organisation that must lead Mexico's petroleum 

policy-making" (Garcia, 1999:A2). The interviewed PRD representative shared Cirdenas 

perspective when he argued, 

"Selling PEMEX would only lead to the abandonment of one of the last 
instruments to promote the nation's industrialisation. It would represent 
developing closer links to foreign corporations and leaving Mexican 
entrepreneurs behind and on their own luck" (PRD official, Interview R) 

Manuel Bartlett, a member of the PRI and Francisco Labastida's campaign team 

reacted to Fox's declarations replying, "Vicente Fox's pretensions to sell PEMEX are a 

threat to national sovereignty" (Montoya Reyes and Garcia, 1999:Al). The PRI 

presidential candidate. Francisco Labastida said, "UnIike the PAN, we are not planning to 

sell PEMEX to the first bidder. I am willing to defend PEMEX as a public enterprise and 

petroleum as source of sovereignty. Our principles are not for sale, neither is PEIMEX 

As a reaction to Vicente Fox's plans. the PRD put forward its vision of PEMEX's 

Future. 

"Our party is not committed to reconstructing a petroleum State-Owned 
Enterprise as  was conceived by L i m o  Chdenas in 1938. Instead, in 
accordance with the present reality of Mexico, the PRD has planned to provide 
PEMEX with more independence from the Federal Government. Nonetheless, 
the most important mandate is that PEMEX's legal h e w o r k  would remain as 
established by the ConstitutionT7(PRD representative, Interview R). 

A PRD representative was asked to elaborate on his party's agenda for PEMEX in 

case Cirdenas became President in 2000. He replied with a list of proposaIs previousIy 



established in a PRD internal document. Despite an explicit request for a copy of such 

documents to be included in ehis study, the interviewee declined sharing it for what he 

called 'obvious political reasons.' Nonetheless. he authorized that the material be 

included as captured in the audio recording of this interview. The PRD petroleum agenda 

for a 'hypothetical presidential election victory' is summarised in the following seven 

statements by the PRD representative (Interview R): 

1) "PEMEX requires complete management freedom to operate as an independent 
public firm. paying as many taxes as other firms pay, over and above covering 
special petroleum rent and subsoil exploitation. It must commit to certain 
objectives in exchange for liberty of action, beyond ideological or political 
agendas." 

2)  "I am convinced the first reform to be conducted must be a status reform. 
PEMEX must become a true enterprise instead of a public organism. It must 
be part of a new strategy that facilitates national industrial development At 
present. PEMEX has become a ballast rather than a factor for dynamic 
development." 

3) "A second major transformation required is related to PEhEX's corporate 
structure. It needs a structure that permits centratized decision-making. Its 
current structure is not facilitating internal effort co-ordination. I believe that 
PEMEX international does not inform the other four areas about its strategies. 
It is not helping the overall performance of PEhfEX." 

4) ..The PRD opposes large petroleum exports. Mexico should not export a barrel 
over the I993 level of 1.3 million bld." 

5) "Petroleum revenue must be employed to construct a system of funds to 
subsidise industrial and agricultural progress." 

6) "Market competition on energy issues is anti-economical. Petroleum, gas and 
electricity are strategic for Mexico, thus must remain in the hands of the State." 

7) "PEMEX should pursue a more aggressive internatio&tion strategy 
according to the conditions of the international oil market It cannot continue 
as a mere oil exporter, it needs to establish strategic aUiances with firms that 



specialize in those areas that are weak at PEMEX" P R D  representative, 
Interview R): 

The PRD representative also emphasized two proposals regarding Federal 

Government management of the petroleum revenue. First, we must "develop a new fiscal 

regime that channels larger resources to petroleum producing States. State and Municipal 

Govenunents have the right to manage larger petroleum wealth" (PRD representative, 

Interview R). Secondly. petroleurn revenue is so important to the PRD's development 

strategy, he argued. that it should be co-managed by the executive and the legislative 

powers. 

"PEMEX requires larger autonomy From the Executive branch. Rather than 
reporting to the Ministry of Energy, PEMEX operations should be supervised by 
Congress. In our reform proposal. we suggest the establishment of a petroleum 
revenue surplus fund to be managed by Congress. Congress is going to collect 
40% of all the surplus revenues obtained horn international oil prices higher 
than estimated by the Federaf budget every year. That is, if the Ministry of 
Treasury estimates an average oii price of $18 for a certain year, and the red 
prices average $19.00. Congress will capture $1.00 per barrel of oil exported. 
The resources of the petroleum surplus revenue fund will be employed for two 
projects. First, 70% of the fknd will be employed to construct a Safety Fund to 
compensate for any unexpected reduction in petroleum revenues. The other 
30% will be used to fund energy idiastmcture investments. In such a way, if 
PEMEX cannot or does not want to pursue such investments, Congress will" 
(PRD official, Interview R). 

In sum, the interviews conducted with representatives of the three largest political 

parties in Mexico provide an interesting view into their recent debates on PEMEX and 

their plans for its future. It is should not be surprising to h d  this theme as one of the 

most frequently referred to by PEMEX stakeholders, since the interviews were conducted 

during a time period of intensive political participation, months previous to the 2000 

presidential elections in Mexico. 



PEMEX-Campeche Relationships 

The second group of themes found as relevant by this critical analysis relates to 

PElMEX relationships with state level stakeholders. As suspected, PEMEX's 

relationships with local interest groups shares some common features similar to those at 

the Federal Ievei; for example, PEMEX and Campeche Government officials shared 

Elitist and Nationalist perspectives on their views of the most appropriate petroleum 

public poIicy. However. some themes appear to be significantly different. PEMEX and 

Campeche Government offrciais portrayed Regionalist and Liberal perspectives in direct 

opposition to h e  Federal Government's Centralism and Conservatism. 

The analysis shows that the ideological principles that authenticated PEMEX 

hegemony over state sovereignty were solid between 1938 and the early 1990's; however, 

they began to be questioned by the individual state governments, industry and society. 

What differs between the Federal and State interests are the themes that have captured the 

stakeholders' attention. While the PEMEX-Federal relationship themes focused on the 

political and economic role of PEMEX for the regime and the form it should take in the 

future; PEMEX-State Government relationships focused on issues such as federalism and 

ecological impact. These two major themes are most evident in the specific case of 

PEiMEX-State of Campeche relationship. 

The relationship between these two levels of government is unique, because it 

exemplifies the centralism and authoritarianism of petroleum pof cy-making conducted by 

PEMEX since 1938. As well, this case illustrates the minimum participation in regional 

development by PEMEX and the nature of its exchanges with local authorities- The 



nature of this role and the dominant features of the Campeche-PEMEX relationship are 

explored through six interviews along with the analysis of hundreds of official documents 

and newspaper articles. 

Over the decade, petroleum has become a very sensitive issue for Campeche's local 

population. Since PEMEX's activities have affected almost every aspect of the local 

economy, citizens and authorities of Campeche constantly debate the advantages and 

disadvantages of having such a large SOE conducting such enormous operations in its 

region. The relationship between PEMEX and Campeche's governmental authorities, 

industry officials and civil society is characterized by two main themes: 'petroleum 

wealth redistribution' and its 'environmental impact on the local economy.' These 

themes contain a set of ideology encompassing symbols, myths and states of 

consciousness that enforce particular social interactions amongst PEMEX and its 

stakeholders in Campeche. These ideologies, mental processes and social interactions are 

described as follows. 

PEhlEX's Role Regarding Unfair Federalism 

Since PEMEX first moved into Campeche during the mid 1960's and until the mid 

19907s, Campechanos did not question the constitutioaal principle that petroleum 

resources belong to al l  Mexicans. However, by 1999 and 2000 all stakehoIders 

interviewed in Campeche unanimously protested against what they called an "ilnfak 

arrangement with the Federal Governmentn (Campeche Government representative, 

1n :e~ew L) with regards to petroleum exploitation in the region. 



It is locally believed that PEMEX is cutting them 'a bad deal.' As a local fishermen 

explained (Interview J), Carnpeche does not receive fair compensation from federal 

authorities in exchange for PEMEX's wealthy expboitation of 'their' petroleum resources. 

"Despite the natural richness we contribute to the federatien through PEEvlEX 
petroleum exploitation, the Federa1 Government has not given us fair treatment. 
PEMEX is responsible for the construction of a strong local economy. Instead, 
we receive roads and wharves that oniy benefit PEMEX. Meanwhile our 
workers are emigrating to the United States" (Local fisherman, Interview J). 

A local public servant added "It is humiliating and disappointing to know that an 

enormous quantity of black gold is emcted  From our soil while our people are stuck in 

udair and terrible misery" (Local public servant. Interview 0). 

These statements illustrate what has become a popular and shared belief in 

Carnpeche. These assertions, constituting the 'fair treatment' rhetoric, contain regionalist 

and democratic beliefs in opposition to the centralism employed in the Federal 

Government's petroleum policy-making. Moreover. this rhetoric contains a demand for 

'justice,' which calls for the development of a new Feded arrangement that becomes 

'righteous' for Campeche. 

The Governor of Carnpeche, .4ntonio Gonzalez-Curi, has defended this position in 

several press conferences, having decIared. "Campeche has given so much to the country 

and now it is time that the country give back to Campeche. Pe~d leos  ~tiexicanos has to 

return to Campeche what the State provides the country through petroleum 

exploitation!. . ." (Arredondo Ortiz, 1999:N). He has also stated a clear solution for such 

a dilemma by arguing, 



"PEMEX is obligated to provide Campeche with a fair treatment by supporting 
the economic development of the region.. . Campeche demands a social policy 
focused on regional development. Old centralist practices must be 
abandoned .... We have to force PEMEX and the Federal authorities to invest in 
Campeche's infrastructure and social development ... It must invest in the 
protection of the local natural resources and achieve sustainable development" 
(Arredondo M i  1999:M). 

This claim was repeated during a session of the Federal Congress when the PM 

Governor demanded, "It is time that the Ministry of Finance and PEMEX respond to our 

historical claim for a fairer treatment" (Turriza Muiioz 1999:Bl I). In this sense, 

Campeche's 'claim for a fair treatment' has several connotations. First, it represents a 

break from submission to the traditional centralist authorities by calling for the 

establishment of an improved federalist arrangement. Accordingly, Campeche hopes to 

be entitled to receive a larger participation in the petroleum rents produced in its region. 

As well. it calls for a greater role by regional interest groups in federal petroleum policy- 

making. The former is reflected in the call from the State Governor. 

"We have the moral authority to demand reciprocity fiom PEMEX and the 
Federal Government. For decades Campeche has Ioyally accepted heir 
commands. Away with silence and passivity; it is time that our fair claim is 
heard at the centre." (hedondo Ortiz 2000a:G) 

Secondly, the local demand for federal 'justice' means an adequate compensation 

for the petroleum resources exploited by federal authorities. However, Campeche does 

not demand the right to tax PEMEX locally, nor the opportunity to conduct petroleum 

exploitation of its own. Instead, it demands a larger share of the petroleum rent, to be 

managed by local authorities for locally conceived, designed and administered programs 

in a way that "Petroleum economics becomes the trigger of social development in the 



region" (Local entrepreneur, Intenriew K). Third, participants made reference to the idea 

of demanding that federa1 authorities modify the technical criteria employed to distribute 

petroleum rents across the 32 Mexican Sate entities. 

"We demand the re-interpretation of the Constitution's concept of Federaiism. 
Its spirit does not mean that petroleum resources betong to the nation rather than 
to any particular state. We believe that petroleum wealth is best managed by the 
Federal executive power, however it was meant to be that way if the President 
redistributed petroleum wealth discretionarily" (Campeche municipal 
Government representative, Interview 0). 

Instead. interviewed Campechanos observed that. 

"For the people of Campeche, federation does not mean an alliance of politicd 
entities into a singIe sovereign State. Instead for us it means the unfair union of 
individuals, some of which take advantage of the alliance to accumulate weaIth 
and create poverty" (Del Rio. 1999:A 1). 

When a local entrepreneur was asked if other petroleum-rich states such as Tabasco, 

Veracruz and Tamaulipas had the same relationship with PEMEX as Campechanos 

expressed, he replied. 

"Carnpeche's relationship with PEMEX is singular. See, PEMEX facilities in 
these other states are focused on petroleum transformation instead of production. 
Therefore. the claim is quite different. PEMEX is not 'taking' any n a n d  
resources away fiom Tabasco, Veracruz and Tamaulipas. Instead, PEMEX 
brings these resources in, mostly from Campeche, to process them and provide 
some added value. Moreover, these facilities are not located in the middle of the 
ocean. Therefore. whenever these States have required pressuring PEMEX to 
increase its contributions to their local finances, they have just blocked its land 
facilities. However, how can the Campechtmos block a marine platform?" 
(Interview K). 

In summary, the Iocd stakeholders demand a greater rent be allocated to Campeche, 

"since it provides an invaluable resource that is only enjoyed by the PRI rulers" 



(Fisherman, Interview J). It demands that Campeche collect a larger petroleum return 

fiom the Federal Government, than that assigned to petroleum processing states (rather 

than producing states) such as Tabasco and Veracruz. Non-petroleum states should 

receive less petroleum-originated resources. As well, Campeche demands more generous 

compensation for the fact that PEMEX facilities are located at sea, leaving behind a much 

smaller indirect economy than land facilities located in the other petroleum states 

(interviews I, J. K. M and N). 

The 'unfir Federal treatment' rhetoric demanding stronger Federalism and greater 

compensation and redistribution of petroleum rents amongst oil producing states reveals 

the decomposition of the centralist political arrangement established in 1917. The UAM 

academic explained that State versus the Federal Government struggle was initiated with 

the liberal reforms introduced during the early 1990's. 

'rhe State Governments felt a renewed kedorn to question the political symbols 
and myths that demanded loyalty. submission and passivity to central policy- 
making. Renovated principles such as liberalism, regionalism and democratic 
orientation forced the regime to flex its Revolutionary rhetoric and encouraged 
State and Municipal authorities to demand greater participation in the economic 
and poiiticai policies affkcting them" (Interview 2). 

Despite the ideological breakage with the principles that tegidmized the PRI regime 

tbr decades, the unfair treatment rhetoric is supported by a series of inaccurate popular 

beliefs, incIudig the perception that PEMEX is totally detached fiom Campeche's 

development poIicies and that it suffers from a disadvantageous distribution of petroleum 

rents across regions. ldentrfyrng and understanding such inaccuracies facilitates the 

formation of a new petroleum public policy affecting PEMEX-Campeche relations. 



When confronted with the arguments proposed by petroleum stakeholders in 

Campeche, Federal authorities defended themselves arguing, 

"Petroleum is indeed the most important source of revenue for the Federal 
Government; however it is as well a very important source for the Government 
of Campeche. The State of Campeche receives no direct contributions fiom the 
large taxes that the Federal Government charges PEMEX for the exploitation of 
Carnpeche's crude reserves. Instead, Campeche collects resources from the 
Federal Government's expenditure budget according to a complex formula" 
(PEMEX Southeast Region Relations Official, Interview H). 

i\n explanation of the way the formula is employed was not provided by PEMEX 

authorities in spite of the inte~ewer's explicit request, Therefore the validity of the 

PEMEX Southeast Region Relations officer comments could not be verified. 

Nonetheless. secondary data suggests that indeed Campeche collects at least some 

petroleum revenue. as the officer argued. The National Statistics Institute published a 

special volume on Carnpeche's general statistics (INEGI, 2000c) reporting that Campeche 

collects its petroleum revenue in two main forms: 1) Indirectly through the participation 

received tiom the Federal Government that collects federal taxes fiom PEMEX on its 

Campeche operations; and 2) directly through local taxes on PEMEX port operations and 

through donations that PEMEX provides to h d  special projects such as the construction 

of marine facilities as well as rural roads and schools (INEGI, 2000c:352). 

While it is true that PEMEX activities in the region do not generate an important 

demand for local labour or supplies, PEMEX cannot be accused of a total detachment 

born its local responsibiIities. In an indirect way, a moderate percentage of the petroleum 

wealth is returned to the local economy through port taxes and indirect contributions to 



the local public budgets. These sources have contributed up to 45% of the revenue that 

makes up Campeche's public finances in 1995 (MEGI, 2000c:383). 

As a P E M X  official claimed, "it is not PEMEX's fault that the population is not 

aware of such contributions" (Interview G). Instead, as a political measure aimed at 

increasing popdar support, local governments have chosen not make the origin of such 

resources public, rather having the people believe that these resources are the result of 

their 'good' contacts with the Federal Government. 

"Through discrete procedures, PEMEX surrenders several economic and 
material resources to the local authorities as symbols of PEMEX interest in the 
region's development. However. very frequently these authorities publicize the 
conclusion of PEMEX fhded programs as their own. That is, they take the 
credit for themselves, M e r  promoting the popular belief that PEMEX does not 
care about Campeche (PEMEX official. Interview H)." 

On the other hand. a local public official argued that PEMEX often does not receive 

credit for its economic contributions to Campeche because they form part of the total 

Federal Government's contributions to the State (Interview L). Instead of increasing the 

regular Federa1 contributions. the Ministry of Treasury has ordered PEMEX to hand over 

some of their revenues directly to Campeche in an attempt to ease Campeche's demands. 

"Despite a few extra pesos channelled directly by PEMEX to local public finances, it is 

still taking enormous advantage of Campeche's natural richness. A few pesos is not even 

close enough to what we deserve" (State Government official, Interview L). 

The governor's representative added, 

"It is also a fact that most of PEMEX's resources handed out to Campeche are 
'labelled' resources. That is, PEMEX resources are committed to specific 
programs and the local Govenuneat cannot use such resources to finance its own 



agenda. We are obligated to direct such resources to the PEMEX chosen 
objectives" (Interview L). 

To illustrate this 'resource commitment' an official report (PEMEX, 1999d) 

suggests that the resources channelled to Campeche through PEMEX in 1998 were 

previously committed for the development of facilities that PEMEX already required for 

its operations. Amongst these were the Cuauhtemoc-iblachetazo road that leads to a 

refining facility: the construction of a desalination plant and public services such as 

drinking water and sewage services in Ciudad del Carmen, mostly populated by PEMEX 

employees: the dredging of a new loading pier at Arroyo Grande; and the acquisition of 

three new marine rescue boats to be located at PEMEX marine facilities region 

According to the same report, even these investments financed through PEhEX 

contributions that were not related directly to PEMEX's operations, but have an indirect 

link to PEMEX interests in the region. As a local empresario observed, 

"In 1998 PEMEX conditioned the release of bvo million pesos to the governor 
for the acquisition and donation of 700 life vests to local fishermen; the funding 
of four fishing research projects; and the concession of a credit to a specific 
sustainable development project requested by the same Afasfa clam farmers that 
had accused PEMEX of polluting their industry" (Carnpeche Shrimp industry 
representative, Interview M). 

The fact that most if these 'committed resources' directly benefit PEMEX interests 

reinforces the belief that "PINEX is neither committed to, nor truIy interested in the 

honest development of the region" (Local fisherman, Interview I). 

With respect to the 'fair treatment' rhetoric claim for a more adequate distri'bution 

of the petroleurn rent among state governments, a comparison of federal contr i ions  



allocated to the States in the Yucatan peninsula offers an insight on the issue. Table 6.1 

shows the evolution of feded contributions to the states of Carnpeche, Quintaaa Roo, 

Yucatan and Tabasco during the last decade. Although these four states represent 

different levels of economic development and population size, they are considered as one 

regional unit for the allocation of Federal resources. 

Table 6.1 
Federal Participation to the Yucatan Peninsula Region 

Percentage of Total Participations 
1988-1999 

Source: INEGI, 2000a: 392. 

While federal contributions to Tabasco have seen a significant decline over the 

years, both Quintana Roo and Yucatan have experienced a moderate increase in their 

share of the total resources allocated by the Federal Government to these states. This 

reflects the important increase in fiscal collections obtained by the Central Government 

due to the boom in tourism and maqdadora manufacturing revenue generated by these 

states, respectively. Federal contriiutions to Campeche reflect only a very moderate 

increase throughout the Iast decade. The obvious reality is that the federal authorities 

have not increased Campeche's support despite the continued increases in petroleum 

production in the region. 



Since these four States have significantly different population sizes, comparing 

them in absolute terms seems d a i r ,  instead, a per capita comparison is more appropriate 

for evaluating the equality of federal support. Employing an index in which each 

inhabitant of these States received in 1986, 100 pesos in federal contributions, Table 6.2 

illustrate the evolution of such per capita contributions through the last decade. 

Table 6.2 
Per Capita Federal Contributions to the Yucatan Peninsula Region 

(1986:lOO) 1988-1999 

Source: PEG1 2000a:394. 

Although the per capita FederaI resources allocated to the State of Campeche 

experienced a decline between 1997 and 1999. overall they have seen a greater per capita 

increase throughout the last decade than for any of the other States in the region (fiom 

252.6 points to 1.022.7 points). Each individual fiam Campeche indirectly received, 

through Federal support, the second largest amount of federal contributions to its State 

Government between 1988 and 1993, and the largest amount from 1993 to 2000. The 

impact of such resources on regional development depends on a complex combination of 

eIements such as the efficient docation of fiscal revenues, income redistniution, etc. 



However, with respect to the equality of the resources received by these States from the 

Feded Government, Carnpeche has received privileged treatment. 

Although Carnpeche does receive a larger per capita compensation from the Federal 

Government than any other of the States of the Yucatan region, it is also true that a 

growing share of this compensation is not channelled through the Ministry of Treasury as 

is done with the other States. Instead, it is granted through PEMEX as a public relations 

strategy to improve the local opinion of PEMEX amongst the citizens of Campeche. 

However. at least in part. these payments do reflect a response to a set of local complaints 

and demands against PEMEX's ecological impact in the region. 

PEMEX's Role Regarding Petroleum Pollution 

The second issue that dominates the PElMEX-Campeche relationship is related to 

the negative impact that the SOE has on local industries. PEMEX is accused of damaging 

the two most important industries of the region: fisheries and timber. One fisherman 

enthusiastically described the problem as, 

"Before the petroleum development of the late 19707s, Campeche enjoyed an 
important bonanza in its fishery and lumber industries. However, PEMEX 
expansion was accompanied by a reduction of the fishing and timber areas. At 
present. both industries. particularly the previously booming skimp capture and 
palo de tinte' processing, have decayed" (Local fisherman, Interview 4. 

Ramon Pacheco, leader of Gmpo Provida, a local environmental protection group 

agreed with this view and added, ''The local fishery industry could disappear, PEMEX 



has made a wasteland out of the sound of Campeche. The area continues to be severely 

polIuted by PEMEX (Sosa 1999:A3). 

There are neither verifiable reports nor reliable studies or data that could assist in an 

evaluation on the impact of PEMEX's pollution on the region, Some data sources suggest 

Campeche's tirnber and fishery industries have indeed been placed into crises as PEMEX 

expanded its activities in the region. For example, official reports describe that fishery 

and timber industry employment has declined From 56.000 workers in 1992 to 13,000 in 

1999 (INEGI. 2000a). Despite the fact that PEMEX continues to emphasise its 

commitment to environmental protection through liquid. solid and gas waste disposal 

technologies. a representative of the Timber industry argued that PEMEX's pollution has 

contributed to the reduction of productive areas as well as frustrated the restoration of 

previousIy exploited terrain (Interview N).'" 

.A similar situation is observed with regards to Campeche's fishery industry. Once 

made up of 268 fishing boats that sold their products to fourteen packing processors, the 

number of producing boats and processors has declined to 142 boats and eight packers in 

1999 (SEPESCA-PEMEX, 1997: and INEGI, 2000~). 

Environmental accusations against PEMEX appeared making reference to the 

simultaneous appearance of PEMEX in the area and the drastic reduction of industrial 

output of the region. According to a representative from the local chapter of the National 

Chamber of the Fishery Industry (Cdmara 1Vacional de la Industria Pesquera, 

'' For a more complete analysis of Campeche's timber industry, see SEPESCA-PEMEX 
(1997). 



CANAIPES), PEMEX is ultimately responsible for the disappearance of the clam 

industry at the Atasta peninsula region; as well for the reduction of up to 90% of the 

shrimp catch in the Gulf of Me,uico. "PEMEX's petroleum pollution and invasion of the 

most productive areas to install marine rigs has terminated two of the most important 

generators of economic growth in the region" (Fishery Chamber official, Interview M). 

According to a local businessman. 

'-Timber and clam industrialists have stated their complaints through a bureau 
established by the Government of Campeche to facilitate the negotiations with 
PEMEX. This office reviews the accuracy of their claims against PEMEX and 
provides them with technical and legal advise. However, the resuits of the 
negotiations with PEMEX have been mixed. PEMEX has agreed to allocate 
resources for the establishment of sustainable projects that benefit the PRI 
supportive fishers From the regions of Pon and tltasta; however, other claims 
have been ignored" (Local Shrimp industry entrepreneur. Interview N). 

Despite the legal assistance provided by the local bureau, the Fishery Chamber 

claims that PEMEX authorities were not interested in implementing any ecologicaI 

remediation measures. Therefore. they decided to launch a legal suit against PEMEX in 

1996 demanding $146 million dollars in compensation for losses and damages to the 

shrimp industry. As the Chamber's legal attorney explained, 

"PEMEX is responsible for the enormous damages caused to the fishery 
industry. It has not only restricted the catching areas, but has as well destroyed a 
rich marine fauna though pecroleutn pollution ... We estimate that between 1989 
and 1998, the industry lost a shrimp capture of 162.22 1 tons with a market value 
of $1.7 billion US dollars. As well, between 1992 and 1998 the processing 
plants stopped packing 266 million pounds of shrimp for a total market value of 
$146 million US dollars. Therefore, PEMEX is responsible for losses and 
damages to the local industry of $1 -93 billion US dollars" (FriedIand, 2000*A4). 



After being exposed to increased political pressure resulting fiom this legal suit, 

PEMEX denied its involvement in any natural resource contamination and publicly 

ratified its commitment to clean petroleum production processes. According to a PEMEX 

executive, 

"PEMEX respects the existing ecology legislation and employs the most 
advanced technology to protect the environment ... Moreover, PEMEX is aware 
of the abundant petroleum reserves located within the area of the Laguna de 
Tirminos: however, it has no plans to explore it. We are respectful of the fact 
that that region is considered an ecologically protected environment" (Interview 
F). 

Both fishery-industry participants (Interviews J and M) mentioned that the Fishery 

Chamber suit has been immersed in the Mexican legal system for the past five years and 

there is no indication that it will be resolved. at least in the short term. 

'-Parallel to this legal process, CANAIPES initiated in 1998 a public relations 
campaign to discredit PEMEX in Carnpeche's public opinion. The new 
campaign argued that in retaliation to the legal suit, PEMEX had increased 
marine diesel prices in the State over and above what is charged in other regions 
or countries. Higher fuel prices along with increased operation costs has put 
them on the verge of bankruptcyt'(Interview M). 

The fact that the Fishery Chamber demanded a specid subsidy of marine diesel he1 

as a condition to dropping its suit against PEMEX suggests that the 'real issue' seems to 

be more economical and political than ecological. One PEMEX participant defended his 

organisation stating, "if PEMEX had been responsible for polluting the fishing grounds, 

then why does the CANAPES solution demand only an operational measure? It should 

be clear that Campeche fishermen are only behaving opportunistically" (PEMEX 

Regional Development OfficiaI, Interview G). 



In response, the interviewed member of Campeche's shrimp industry strongly 

expressed his disagreement with the PEMEX opinion. 

"How is it possible that in spite of Campeche being the most important source of 
petrofeum in Mexico, P E E X  healens our inituses by chairgig irs excessi.rre 
prices for hel? Instead. it should give us a hand and provide us with a fuel 
subsidy or some other equivalent" (Interview M). 

The fishery industry struggle with PEMEX can be summarised as a set of mutual 

accusations of opportunistic behaviour. Given their ideological and political natures, 

either one is extremely difficult to substantiate. This conflict continued throughout the 

data collection. Both PEMEX and Campeche stakeholders agreed that the diesel subsidy 

campaign was very successfbi in diminishing PEMEX's public image in all petroleum- 

producing states. As a result. a greater number of complaints and accusations against 

PEMEX surfaced in an attempt to increase regional pressure against the federal 

authorities. The most significant demands accused PEMEX of causing enormous 

pollution problems in several regions of Campeche, Tabasco. Veracruz and Tamaulipas. 

A review of the locd newspapers indicates that these charges were published with greater 

frequency after 1996. These articles were typically accompanied with editorial texts that 

recommended hrther legal suits against the SOE and the Ministry of Energy. Moreover, 

in 1998 the Fishery Chamber organized a massive demonstration against PEMEX in 

Campeche City, gathering an estimated 50,000 fisherman around the PEMEX 

administrative facilities. Shdtaneously, the shnrnp industrials anchored their fleet in 

front of the city for a fullday boycon. 



Public opinion supported the demands and anti-PEMEX opinions were expressed at 

local coffee shops and public meetings. According to a local labour union leader, 

"Campeche is the greatest example of ideological incongruencies in Mexican 
history! While it possesses one of the most important fishing fleets in Mexico 
and is without a doubt the most important oil producer in the country, fishermen 
cannot work because marine diesel fuel is more expensive here than at any other 
place in the country or abroad" (Interview I). 

Although the State Government did not express any open support for these 

demands, it used the organisation's bad public image to put political pressure on the SOE 

in order to increase its contributions to the region. In ailiance with the State Governments 

of Tamaulipas and Tabasco, the Government of Campeche launched a petition to federal 

authorities to increase their share of the nation's petroleum revenue to bail out its shrimp 

and timber industries. 

It was argued that PEMEX was obligated to firther supplement federal 

contributions to the petroleum producing states through additional petroleum h d s ,  

because "through its pollution, petroleum policy has brought up to chis time nothing more 

than a disgrace to our States. It is time that PEMEX becomes the main tool for our 

development" (Campeche public official, Interview 0). 

These states demanded 'unrestricted' PEMEX contributions arguing that they had 

the political legitimacy to manage them according to their own evaluation of focd needs. 

Amongst which they ernphasised the provision of basic services to underdeveloped urban 

areas; adoption of measures to reduce the unemployment and inflation impact caused by 



PEMEX in the region; and the reduction of the social differences existing between 

PEMEX communities and other communities (Interview 0). 

PEMEX officials defend the SOE arguing it had no legal obligation for regional 

development. "PEMEX's responsibility is limited to exploiting the nation's natural 

resources according to the legal framework under enforcement" (Ministry of Energy 

official, Interview B). As well. a member of the PEMEX Southeast Region Relations 

ofice argued "Campeche has built up an industry of unsustainable claims in an attempt to 

extort resources From PEbIEX and the Federal Government" (Interview H), With respect 

to the complaints expressed by the fishery and timber industrials. the PEMEX 

representative observed that. 

"It is an undeniable fact that there is no connection between PEMEX's facilities 
in the Gulf of Campeche and the loss in capture seen by the fisheries industry, 
This argument has been employed by the local fishermen to put politicai 
pressure on PEMEX and obtain some sort of economic benefit born it" (PEMEX 
official. Inte~iew H) 

Another representative of PEMEX to the Southeast Region expanded the argument 

in its defence against the fishery and lumber industries' accusations. 

"The crises for the fisheries and timber industries have been basically caused by 
careiess over exploitation ... PEbLEX has adopted clean technologies for all its 
facilities located in Campeche, whether marine or on Iand ... PEMEX can ody 
be accused of reducing the fishing and logging areas, but there is no scientific 
proof that such measure has impacted the local economy" (PEMEX official, 
Interview G). 

Nonetheless, while PEMEX has continued to deny any responsibility for the sfrrimp 

and timber industries' crises, it agreed to increase both its 'committed' and 'non- 



committed' contributions to the government of Campeche. A PEMEX representative 

stated its 'solidarity' observing, 

"PEMEX's commitment to Campeche's development is a reality, regardless of 
the fiscal policies established by the Ministry of Finance ... PEMEX has a 
political. social and economic function for the country, however, it is not 
responsible for solving specific problems in any region" (Interview F). 

Despite this statement. and in order to improve its relationship with the local fishery 

industry, since 1996. PEbIEX has increased its annuaI contributions to Campeche to 

provide some financial resources to small fishermen co-operatives and to expanding 

marine infrastructure such as the building of bridges and loading wharves. As well, 

increased PEMEX provided 'non-committed' resources have been added to the public 

budget and managed by the Governo?~ offrce. Whether these resources have been 

employed to support public programs that compensate the citizens through the 

construction of interior roads or schools. or have simply been employed to cover 

administrative expenses, is unknown. Nonetheless, over the past four years PEMEX has 

increased its tlow of resources to the state authorities ( W G I ,  2000b). 

Meanwhile. the Fishery Chamber continues both its legal suit and its demonstration 

campaign directed against PEhlEX. The average citizen continues to believe that 

"PEMEX is totally alienated from Campeche's development and continues to give them a 

'bad deal7 with respect to getting a fair share of the richness obtained from the nation's 

resources" (Local timber worker, Interview N). 

Not surprisingiy, a representative of a local private firm that has supply and senrice 

contracts with PEMEX agrees with the SOE. 



"tnstead of enacting absurd demands and legal suits, the people and Government 
of Campeche should jumpon the petroleum bandwagon, by establishing 
petroleum related businesses and training unemployed labour for PEMEX 
demanded skills such as welding, scuba diving and electricity technicians" (Local 
PEMEX contractor. Interview K). 

From this perspective. local authorities and industrialists should abandon their 

traditional complaint rhetoric and take advantage of the business opportunities that exist 

From having Mexico's largest corporation conducting enormous operations within its 

territory. The significant dimensions of PEMEX opportunities in the area signify 

enormous opportunities for regional development. According to one source, PEMEX's 

presence provides an opportunity to "build and maintain training institutions capable of 

supplying PEMEX with local skilled labour" (Interview K). 

Despite the increased conflicts between PEMEX and the different stakeholders 

involved in its relationships within the State of Campeche, the strategic importance of the 

Cantarell project has been accompanied by a pubIic relations strategy to improve its 

regional image. According to a representative of the municipality of Ciudad del Carmen, 

it has become much easier to approach PEMEX with requests for financial assistance to 

address local probIems than in the past. 

"PEMEX listens to aIrnost every type of request and answers: "I can provide you 
with some compensation but I need you to support your request with solid 
arguments and some evidence." Therefore, the citizens and industries of 
Campeche cannot just ask and see what happens; now they have to justifL their 
requests with so lid reasoning" (Interview 0). 

It is not clear if PEMEX's change of attitude vis-a-vis Campeche is the result of the 

mounting pressure implemented by Carnpeche's State Government, industrial 



associations and society-at-large; or whether it is the result of the Federal Government 

adoption of a more liberal development strategy. However, such change has indeed 

generated greater opportunities for local labour and entrepreneurs in Campeche. 

PEMEX Stakeholder Ideologies 

The results of the content analysis conducted on the collected data reveals that dl 

twenty-six interviewees made reference. to varying degrees. to most of the ten ideologies 

identified as  key components of Mexican culture. The ideologies identified by the eight 

groups comprising the twenty-six stakeholders interviewed are summarized in Table 6.3. 

Although these interviewees share many of the same ideologies, important ideological 

differences were evident fiom the beginning as to their intent and orientation. For 

example. while the representatives of the Federal Government made specific references to 

the importance of a strong central authority and the need to protect the nationalistic 

principles inherited From the Revolution. Campeche officials emphasized the relevance of 

a stronger federal arrangement capable of counter-balancing central power as well as the 

need to explore the potential benefits that lay within a smaller State and with reduced 

regulation. Nonetheless, the content analysis was conducted through a computer search 

of the key words and ideas mentioned and discussed by the participant. To avoid 

information bias, care was taken that these key words and ideas emerged k e l y  fiom the 

interviewees' own comments, without being induced by the researcher. 



Cenlrnlisn~ 
Presidential isin 

Regionalism: 
Federalism, State soveruigl~ty 

Liberalism; 
Snlall State, Market Itule 

Consewatisnr: 
Protect 'Traditions and 

lllstitutiolls . . 
I 

Elitism 
One group knows bctler 

Populisnl 
Masses know better 

N~tionalivn~ 
Avoid foreign intervention 

Malinchbmu 
Foreign is better 

Democratic Orientation 
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As Table 6.3 denotes, Federal Government officials made kquent reference to 

issues relating to the importance of strengthening the President's decision-making power, 

the significance of political traditions. the view that petroleum poticy making should 

remain within the hands of a small group of experts; they also reinforced the anti-patriotic 

sense of allowing foreign participation in the petroleum industry. These comments were 

classified as Centralist, Conservative, Elitist, Nationalist and Authoritarian. A content 

analysis of key words used by PEMEX officials' produced ideological views that were 

mostly Regionalist. Conservative. Elitist. Nationalistic and Authoritarian. The analysis of 

the respondents From the private sector were identified as Centralist, Liberal, Elitist, 

Nationalist ideologies along with interest in strengthening Mexico's democratic 

arrangement. 

Overall. internal consistency within groups was very high as demonstrated by the 

three representatives of the foreign energy companies as well as among the four 

representatives of the Federal Government. This consistency was maintained for seven of 

the stakehoIder groups with the only exception of internal inconsistencies occurring 

among the poiitical parties' representatives. In this case, each party defended the vision 

contained within the party's ideological interests. While the PRD defended a left wing 

position in favor of the 'masses' and a large State, the PAN defended the opposite vision 

in support of a small State with reduced intervention in the economy. The PEU assumed a 

more moderate position with its internal political factions demanding a stronger 

ideotogical based commitment. 



IdeologicaI differences amongst members of the same group were largely 

predictable. with few surprises. The analysis demonstrated that PEMEX, Labour Union 

and Private sector representatives argued ideological positions congruent with those 

previously identified with their institutions. For example, Labour Unions representatives' 

responses coincided with the CTM's and SUTPRM's official position: Centralist, 

Conservative. Populist, Nationalist and Authoritarian. It is interesting to observe the 

Authoritarian nature and the lack of democratic orientation of these two large labour 

unions. However, considering that these two organizations form part of the PRI political 

arrangement. then such orientation is not surprising. 

Two more comments can be made regarding foreign investors and academics. 

While. the responses obtained from them were both cohesive and congruent, they 

included particular features worth mentioning. Foreign investors were the only ones that 

openly expressed a sense of ibfufinchismo: that is. a preference for the external over the 

internal. Nationalism was therefore, the most popular ideology adopted by twenty-three 

interviewees. Academics. for their part, defended positions in complete opposition with 

the Federal Governments' representatives. This leads to the question of whether 

academics expressed their honest ideological preferences, or just selected those that 

facilitated their continuous criticism of the regime in power. 

Towards a 'Public Sphere' of Mexican Petroleum 

This chapter has identified trends, sidarities and contradictions between the ideas 

and realities being faced by PEMEX stakeholders in both its PEMEX - Federal 



Government and PEMEX - State of Catnpeche relationships. A content analysis of the 

twenty-six interviews conducted on the basis of three basic criteria (time; individual and 

institutional perspectives; and social role) provides important insights. First, it is shown 

that the stakeholders have adopted the ideological principles that best fits their political 

agenda, However. the ideological principles adopted to protect and advance their group's 

interests are not mutually exclusive; while Federal Government, PEMEX and Campeche 

Government representatives actively pursue different objectives they all expressed their 

common belief in an Elitist (i.e. decision making should be kept within the control of the 

higher classes of society) and Nationalistic ideoiogy (i.e. avoid any kind of foreign 

participation) regarding petroleum management, On the other hand, these same 

stakeholders diverged about other ideological principles including Centralism- 

Regionalism. Liberalism-Conservatism and Authoritarianism-Democratic orientation 

(Table 6.3). 

The themes that dominated, for its stakeholders. the PEMEX-Federal Government 

relationship are PEPVIEX'S role with regards to the regime in power, its relevance to the 

Federal Government's finances; its role in the Nationai Development Strategy; and its 

role in the current debate about Mexico's hture. The additional set of themes that 

dominated the PEbIEX -State of Campeche relationship are the issues of Federalism and 

the Ecological protection of the environment, 

Although these themes might seem divergent in nature and focus, they aII share a 

common source: the use of PEMEX as a source of hegemonic control by one group of 

individuals over another. The same ideological structure that provided the PRI regime 
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with political legitimacy, was successfbl in maintaining PEMEX's control over the 

nation's petroleum resources between 1928 and the late 1980's. However, as the country 

evolved as a result of the Neo-liberal reforms initiated in 1988, PEMEX's relationships at 

the Federal and State levels began to unravel. At the PEMEX-Federal level, society 

began to question the role PEMEX played for the political regime in power in terms of the 

relevance of its symbolism and the appropriateness if its financial contributions. At the 

same time, the system of beliefs and practices that justified PEMEX's exploitation of 

regional resources increasingly became questioned. The discussion of the 'Public Sphere' 

with regards these two sets of themes identified in this chapter is the debilitation of 

PEMEX's hegemony and the increasing demands to open up this economic sector and 

allow for a new set of PEMEX-stakeholder relationships, supported by an improved 

arrangement beneficial for all the parties involved. 

The results obtained fiom the content analysis conducted of the twenty-six 

interviews is useU in the construction of a 'Public Sphere' regarding petroleum policy 

making in Mexico. Figure 6.3 summarises this configuration and describes the 

association between interest groups. ideological perspectives and the dominant themes as 

well as characterize their interaction. 





CHAPTER SEVEN 

REFLECTIONS AND CONCLUSIONS 

"Believing, with Max Weber, that man is an animal suspended 

in webs of signiticance he himself has spun. t take cuiture to be those webs, 

and the analysis of it to be therefore, not an experimental science in search of law, 

but an interpretative one in search of meaning." 

(Geeru, 19733) 

Introduction 

This research project is an interpretative investigation of the Mexican petroleum 

industry. It studies the social arrangement that allowed the development of an 

enormously powerful State-Owned Enterprise (SOE) in Mexico, and the current pressures 

to transform it. The need to modify PEMEX operations in blexico is an issue of 

enormous significance for the current reforms undertaken by the Neo-liberal project 

initiated during the mid 1980's. It represents the abandonment of the Import Substitution 

Industrialization deveIopment strategy that characterized the PRI regime previous to 1988 

and the establishment of a market-oriented economy in line with the Neo-liberal 

devetopment strategy selected by the Presidency of Vicente Fox for the period 2000- 

2006. 
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The case study of Mexico and the profound historical and political nature of its 

petroleum sector is a particularly good example of the relevance that culture and shared 

ideo[ogies have over society, economics and politics. Since the Mexican political culture 

is characterized by its strong ideological context, which has been facilitated by the 

establishment of a system of power relations in society, this study employs the Critical 

Theory analytic lens and research methodology. This dissertation attempted to construct 

an approximation to Habermas' ideal 'Public Sphere' in an effort to put together as  much 

relevant information as possible to assist in the imminent modification of PEMEX's 

strategic role for Mexico's development. This dissertation reveals relevant information 

about PELMEX historical and present contexts. the basic elements that make up the 

Mexican petroleum culture. PEMEX's major interest groups. their mutual perspectives 

and understandings, their interpretation of the present situation surrounding PEMEX and 

their opinion as to the way PEMEX should be modified. AIthough it was not intended 

that this project collect. integrate and analyse all the complex issues and relationships 

regarding PEMEX and its most important interest groups. but instead to deveIop an initial 

understanding of the difficulties surrounding PEMEX reform. 

Not only does this investigation construct the first step towards a more 

comprehensive understanding of the Mexican 'Public Sphere', but it also allows for a 

better understanding of Ibfexican history, its current problems, as well as for the 

challenges that lay ahead for Mexican petroleum. Despite the significant personal growth 

that this research endeavour represents, it is as well a rich source of information for al l  the 

participants involved in the study including representatives fiom PEMEX, the Federal and 
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State Governments, and the national and international private sectors interested in 

investing in the Mexican petroleum sector. 

The Research Project 

Any investigation that employs Critical Theory as its lens of study is concerned 

with the way social interests, conflicts and contradictions are expressed in terms of ideas 

and beliefs. and how the systems of domination are maintained. Critical Theory research 

is committed to revealing those ideas that legitimize the existence of unequal power 

relations in a society. CT anempts to question commonly accepted social practices and 

beliefs to reveal hidden agendas that are used to justify socia1 inequalities. By exposing 

value-laden assumptions. it seeks to promote emancipation From existing 'False 

Consciousness' made in the name of efficiency, effectiveness, sovereignty, nationalism, 

etc. Since CT can be used to explore and understand the structure of an hegemonic 

discourse employed to maintain a political arrangement. it provides a new perspective and 

operational Framework useful for public policy makers and political analysts, in the 

design and critique of public administration. 

The investigation into the ideas, beliefs and customs that justified PEMEX's 

hegemony over Mexico's petroleurn resources followed the conceptual model provided 

by the Critical Theory Paradigm (Figure 2.1) and an adaptation of a methodologicai 

approach previously employed for qualitative Critical Theory research (Cornstock, 1982). 

Figure 7.1 illustrates the conceptud research process that was developed for use in this 

study. 
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The three steps4' employed from Cornstock's methodology are the following: 

1) Identify a pervasive social arrangement characterized by power asymmetries. 

2) Develop an indepth understanding of the context that frames the understandings 

of each stakeholders' worlds, including their meanings, values, beliefs and ideas. 

3) Construct models ofthe existing relationships between social conditions, the inter- 

subjective interpretations of those conditions and the stakeholders' roles and 

expectations. Then identify and clarify the inconsisencies that result tiom this 

analysis. 

To carry out this process. an interpretative research design and a case-study research 

method were employed. Utilizing an ethnographic analysis of twenty-six representatives 

of PEMEX's major interest groups. the opinions. beliefs. ideals, mutual perceptions and 

hture plans were identified through in-depth. semi-structured interviews and through an 

analysis of secondary data as such as official reports and newspaper and magazine 

articles. Independent transcriptions of the recordings facilitated the description of the 

participants' perspectives and understandings. and reduced the risks of researcher bias, 

The data anaIysis and interpretation incorporated word by word that which was stated by 

the original voices recorded in the interviews. The stakeholders' statements were 

reviewed and andyzed with regards to their personal and institutional perspectives on: 

"' The diiculties that the fourth step (develop a program of education that leads to 
emancipation and an improved social arrangement) represented for this study forced it to 
be postponed for a firture task. 



a) PEbIEX's role in Mexican society; 

b) PEMEX's interactions with other stakeholders; and 

C) the stakeholders' expectations about PEMEX's future. 

Each of the participants' voices was assessed to discover the way that social and 

historical context modifies their own identity and role. Emerging information was 

organized according to conceptual themes. which were arranged and evaluated in a linear 

fashion to determine how they had changed across voices and over time. These themes 

contain the structure of thought that provided legitimacy to PEMEX's operations and 

h e d  its relationships with other petroleum stakeholders in Mexico for decades. The 

understanding of the nature of these themes facilitates the comprehension of their 

perspectives and mutual understandings. as well as their perception of PEMEX and the 

role it should play in the future. 

Findings of the Case Study 

This investigation led to several findings with respect to the case under study. The 

methodological process illustrated in Figure 7.1 is useful to guide the description of these 

findings. 

The Oppression Stage 

The first two steps of Comstock's research methodology provided the information 

required to deveIop an indepth understanding of what the Critical Theory paradigm refers 
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to as the Oppression Stage. Chapter one identifies the 'pervasive social arrangement 

characterized by power asymmetries' requested in Comstock's first step. It describes the 

profound historical and political nature of the PRITs dominance over the Mexican politicaI 

system as well as PEMEX's hegemony over Mexico's petroleum. Since their foundations 

in the late 1930's and until the year 2000, the PRI and PEMEX acquired uniquely 

strategic. economic, poIiticaI and social roles with respect to the Mexican political system 

and the administration of the nation's hydrocarbon resources (petroleum, gas and 

petrochemicals). This chapter identified the PRI and PEMEX state of affairs as a relevant 

case for study. [t described their importance to the drveioprnent of Mexico as the most 

important political and economic organizations in Mexico. 

It was argued that PEMEX's hydrocarbon resources hegemony mirrors the political 

hegemony of the PRI's regime over Mexico. Both institutions' influence and endurance 

have been supported by the successhl dissemination of a 'False Consciousness' 

authenticated in the eyes of the Mexicans by an ideologicd rhetoric composed of selected 

historical events. which in turn became through of as the 'official' version of the Mexican 

Revolution. 

The PRI and PEMEX dominance over Mexican politics and petroleum resources is 

an issue that had received previous attention in the literature; therefore, it does not 

represent a significant contribution by itself. Nonetheless, this is the first study hat 

empIoys a Critical Theory lens and research methodology to understand their use of 

symbolism to construct and maintain a system of unequal power relations vis-a-vis other 



stakeholders. As well, this is the first attempt to construct a 'Public Sphere' integrating 

significant information necessary for the design of future petroleum public policy. 

Comstock's second step required the development of a significant level of 

familiarity with the historical and present contexts that surround the case under study. 

Chapters two and three reviewed the most important events and ideas that have b e d  

the PH's and PEMEX's historical evolution. While the original time frame for this study 

was the period between the foundation of PEMEX (1938) and the present (2000), the 

historical review of Mexico revealed that, as a country, it has gone through eleven major 

stages. all very influential to the construction of Mexico's petroleum culture. 

Throughout Mexico's history, several different ideologies have influenced the 

actions and perspectives shared by the community regarding its petroleum sector. 

Although other studies have advanced our knowledge and appreciation for one or several 

of these ideologies. this chapter contributes with the grouping of the most important ideas 

into five sets of dichotomist ideologies. The ideological product resulting horn the 

combination of Centralist-Federalist, Conservative-Liberal, Elitist-Populist, Nationalist- 

iblalinchisra, and Authoritarian-Democratic thoughts provides a b e w o r k  for 

understanding the Mexican cdtural heritage. Certainly, other ideas have also participated 

in the creation of the particuIar Mexican character, however. it is argued that these five 

sets contain the most important thoughts experienced throughout Mexican history. Such a 

conception of the Mexican ideologicai heritage could be accused of reductionism; 

nonetheless, through this approach we were able to simpiify the description of Mexican 
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history and culture for individuals with introductory and intermediate levels of familiarity 

with Mexico. 

Chapter Four reveals that the Mexican petroleum industry has evolved through five 

major historical periods. The first period, between 1880's and 191 1, was characterized by 

the hegemonic control of foreigners over the nation's natural resources. The second 

period represents the attempt by the Mexicans to end foreign domination and deposit such 

hegemony in the hands of the State ( 19 1 I - 193 8). The fourth period ( 1 93 8-2000) reflects 

the establishment of tight control over Mexico's petroleum resources in the hands of a 

political eeIite. which found legitimacy for their actions from the mandate of the Mexican 

Revolution. Finally. the fifth period represents the challenges faced by the Mexican 

petroleum industry. which is characterized by an ideologicai struggle to determine 

whether PEMEX should remain under central control or become liberalized to reflect the 

forces of the free market. This chapter provides a richer description of the historical 

evolution of the petroleum industry and enhances the study with details about PEMEX's 

operations and the conditions that surround its interactions with its stakeholders. 

Overall. this second research step shows that the period that commenced with the 

foundation of the Institutional Revolutionary Party (PRI) and the creation of a national 

petroIeurn industry during the mid 1930's resulted in the enchantment of the Mexican 

population with the possibility of achieving the popular ideals of the Revolution and 

enforcing local regdations against foreign intervention. What initially was conceived as 

an organization that was key to the 'ideoIogy of energy independence', turned into a 

source of legitimacy for the political regime in power. By the 1 9607s, PEMEX adopted a 



singular role for the new political regime. Amongst other functions, Petrdleos Mexicanos 

major features are: 

a) PEMEX became a symbol of Mexican nationdisrn and self-determination. 

b) PEMEX is viewed as the holder of a Constitutional mandate to perform a 'social 

hction.' 

C) Both the symbolic and hc t iond  characters of PEMEX have been used to 

reinforce a political regime in power. 

For six decades PEMEX became a strategic SO€ for the President in office to use. 

Whether providing required resources during economic crises. or performing its 'social 

function' to produce 'official' votes. it became the single most important organization for 

the Mexican Government. Despite the political and economic strength that PEMEX 

enjoyed through the mid 1990's. it faces enormous hture challenges. Amongst the most 

important are: 

a) Strengthen P E m s  environmental protection policies and image. 

b) Improve the declining mode  amongst its mid-managers and blue-colIar workers. 

C) Increase the quality of its products and production processes. 

d) Support the increased consumption of natural gas for domestic use as a more 

appropriate source of energy. 

e) Develop a regulatory h e w o r k  that permits PEMEX to operate more fkely and 

adopt accepted business-like processes common to the petroieum industry. 



The investigation on the political conditions that characterize the interaction 

between PEMEX. the PRI and the rest of Mexican society reveals that our case study 

resembles the model of social relations referred to as the Critical Theory of Society. 

According to the coilected information presented through chapters one, three and four, a 

particular social group (the 'dominator') linked to the Mexican Revolution has employed 

the PRI. PEMEX and the Federal Government to maintain a system of unequal power 

relations over the rest of Mexican society. Amongst these ('oppressed') groups are the 

State and Municipal Governments, the private sector. opposition parties. foreign and local 

investors and civil society overalI. Such relationship ailowed the establishment of an 

hegemonic control over the nation's politics. economics and society legitimized by a 

cuiturai 'Fdse Consciousness;' that is. a set of beliefs. myths and customs supported by 

the rhetoric of the Mexican Revolution (i.e. Centnlism. Conservatism, Elitism, 

Nationalism and Authoritarianism). 

These chapters identified and provided a better understanding of the ideologies, 

mental processes and social patterns behind the four most important issues between 

PEbfEX and its national stakeholders. These components of the Mexican petroleum 

political culture became evident through h e  study of their major conflicts and 

contradictions. 

The consensus that maintained PEMEX hegemony between its foundation and the 

early 1990's was based on the society's consent on an ideological constnrct made up of 

centralism, conservatism, nationalism and authoritarianism. However, after 1988 

increasing conflicts between PEMEX and its major stakeholders appeared, mody based 
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on an ideas-realities gap. The arguments that justified PEMEX regime progressively 

developed divergences and inconsistencies with its employees, labour union, political 

parties, private sector, potential foreign investors, and federal government authorities 

including the presidency and its energy cabinet. 

In Mexico, a particular form of individual comprehension was based upon a precise 

system of social organisation, historically legitimized and reified through the system of 

basic education. Such a world understanding was solidified by an accumulation of 

experiences and collective practices. which legitimized a semi-authoritarian and elitist 

regime in power for over seventy years. 

The validity of the ideas once obscured by a set of meanings. reiterated by the 

political rhetoric of the Mexican Revolution. and reproduced over decades through 

accumulative processes of learning now has begun to become questioned. he-structured 

forms of sccial interaction led to specific forms of experience and social practices; 

however current Mexico faces the challenge of discovering new super structures and the 

need to start participating in the design of a new social. economic and political regime. 

The Transformation Stage 

Habermas suggests that the most appropriate procedure to attack the social 

'pathology' produced by a 'False Consciousness' consists in developing a 'Public Sphere' 

that could facilitate an open exchange of perspectives and mutual understaadings. The 

'deep structures' of the petroleum culture were revealed through an ethnographic 

investigation of the relationships held between PEMEX and its stakeholders. The 
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information collected within such a 'Public Sphere' leads to individual reflection. The 

free and open exchange ~Fcornrnunication has the potential to put an end to systems of 

social domination built up by the PRI in Mexico. 

Cornstock's third step requests the researcher to reveal the relationships between 

social conditions. the inter-subjective interpretations of those conditions and the 

stakeholders' roles and expectations: in order to identify and clarify the inconsistencies 

that result from this analysis. These tasks are carried out through the CT Paradigm's 

'Transformation Stage. ' 

At this stage. this dissertation constructed a 'Public Sphere' based upon a renewed 

comprehension of the historical and present contexts of Mexico and its petroleum; and the 

interpretative analysis of twenty-six representatives of PEMEX's most important 

stakeholders. The information produced by the interaction of these interest groups within 

the 'PubIic Sphere' allowed for the identification of hvo major sources of 'Legitimacy 

Crises': 1) the nature of PEMEX's relationships with the PRI regime (i-e. its' central role 

for the political system. public finances, and blexico's modernization), and 2) with the 

State Governments (i.e. its' responsibility for an unfair federal arrangement and regional 

environmental pollution). 

The information revealed about the interest groups involved in PEWX'S relations 

with the Federal government and with the State of Campeche allowed for the 

identification of the dominant themes that characterize such important refations and 

answer some basic questions on the nature of PEMEX's past operations and possible 

fimrres. 
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With respect to national politics, PEMEX has ptayed a central role for the PRI and 

the Federal Government in three forms: 

a) PEMEX is a pillar of the ideological construct that legitimize the 'Revolutionary 

Regime.' 

b) PEh4EX is the most important source of resources for the Public Finances 

necessary for hnding the PRI's system of client relationships and Populist 

politics. 

c) PEMEX reform lies at the heart of the political debate about the most appropriate 

development strategy between Liberal and Conservative groups in society. 

Therefore. from a Critical Theory perspective. petroleum resources in Mexico have 

been employed to maintain a set of beliefs and social interactions through the 

estabiishiient of symbols and beliefs to reaffirm a hegemonic relationship between the 

PRI regime and the entire population. In this case, they have attempted to legitimate the 

PRI's centralist political regime in power and the exploitation of local resources by an 

operations branch of this same political group. 

A second group of themes regarding PEMEX's interaction with the States were 

identified. The study of the PEMEX-Carnpeche relationship revealed NO major themes: 

a) PEMEX's role for the development and maintenance of a system referred to as 

'Unfair Federalism.' 

b) PEMEX's responsibility for environmental pollution and its negative impact on 

regioaal economic development. 



The lack of success at the federal level is evident in the fact that PEMEX has not 

been successful in Legitimizing its regional operations in the eyes of the locals, since its 

local authorities have as well attempted to reproduce the same PRI arrangements in order 

to construct a local system of ideological legitimacy of their own. The undisclosed use of 

PEMEX resources became an easy way to provide greater public goods and collect 

political credits for the local branch of the political regime. PEMEX's 'resource 

labelling' or 'resource commitment' worked as a counterbdance to the local choice in 

order to keep the origin of such resources hidden, If the State would not provide the 

proper credit for the origin of such resources. then at least it should be to the advantage of 

PEMEX. 

The PEMEX - Campeche relationships at a 'fair treatment' rhetoric level worked to 

maintain a set of 'false consciousness' amongst the population for the benefit OF three 

groups. First. the federal government has been successll in maintaining the 'rhetoric of 

the revolution' anchored in the past to preserve its' legitimate rule for decades. Secondly, 

PEMEX has employed both the 'rhetoric of the revolution' to justify its operations vis-k 

vis Carnpeche's society, as well successllly pIaying a shrewd game of 'mutually 

beneficial bargaining' with the local authorities. 

While PEMEX provides extra resources to local government to 'dress' the local 

administration in exchange for political support to continue with unchanged PEMEX - 

State stakeholder relationships, Governors and Mayors perpetuate the belief that thanks to 

their good 'abilities and contacts,' PEMEX has been forced by the federal government to 
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increase its contributions to the State. On the other hand, local authorities collect the 

political capital of such games in order to legitimate their regime, while PEMEX 

continues its operations with little or no accountability to local needs or demands. 

At present these two sets of themes between PEMEX and the Federal and State 

Governments illustrate the existing crisis of legitimacy facing PEbIEX and the PRI 

regime. This system of symbolic and functional roles adopted by the party and PEMEX 

that has hctioned for several decades is now being questioned. The Mexican 

population both at the federal and regional level. have become aware of the 

contradictions between what the system 'says' and what it 'does.' As the Critical Theory 

paradigm suggests. such crisis has been accompanied by growing demands for change. 

The demand for the end of the 'Revolutionary Regime' manifested by the PRI defeat in 

the last presidential elections in 2000. as well as  increasing demand to establish clear 

control mechanisms over the use of petroleum revenues aIong with the increasing debate 

on PEMEX's Future are all manifestations of a process of ideological emancipation. 

However. the voices demanding the reformation of PEMEX have not yet received a 

response. The new administration of President Fox h a s  yet to deliver one for the different 

interest groups of Mexican petroleum. 

The Liberation Stage 

Cornstock's last step requires the researcher to put together a program that shares 

the information revealed during the 'Transformation Stage' uith stakeholders in order to 

increase the process of emancipation and eventually lead to an improved social 



arrangement. This step is described by the CT Paradigm as the 'Liberation Stage.' 

Although such step extends beyond the scope of this study, copies of this study will be 

distributed to all the participants and other interested groups. As well, the results will be 

shared with the community through academic conferences and publications. Therefore, 

the 'Public Sphere' generated by this investigation could eventually lead to further 

changes between P E E X  and its major stakeholders. 

As Carlos Sales (1996) suggests, whether PEMEX is transformed or not by the 

President in its turn. it is recommended that PEMEX reacts to its legitimacy crisis by 

transforming its operations and interactions in a way that improves its relationships with 

the Mexicans. It must avoid being used for the benefit of any particular group or political 

system. nor causing any damages to regional development or the environment. Moreover, 

a mature relationship must avoid any protagonist or populist measures that could fiuther 

deepen the animosity between the SOE and the States. 

The sixth chapter identified and provided a greater understanding of the ideologies, 

mental processes and social patterns behind the tbur most important topics between 

PEMEX and its National Stakeholders. These components of the Mexican petroleum 

politicai culture as well as the way they have changed over time until the present became 

evident through the study of their major conflicts and contradictions. 

The petroleum political culture that lasted between 1938 and 1988 was soiidly 

integrated into the components of the Revolutionary rhetoric that kept the PRI regime in 

power. During this period society granted its consent to an ideotogical construct made up 

of centralism, conservatism, nationalism and authoritarianism. After 1988, increasing 
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conflicts between PEMEX and its major stakeholders and the Federal and States levek 

appeared, creating a widening gap between ideas and realities. The arguments that 

justified PEbIEX regime increasingly developed divergences and inconsistencies among 

its employees. labour union, political parties, private sector, potential foreign investors, 

Federal and State Government authorities as well as with the Mexican popdation in 

generai. 

Three major conclusions can be drawn fiom the analysis. First, the ideological 

rhetoric that kept the political and economic puzzle together are in the middle of a 

significant desegregation process. PEMEX. Federal and State level authorities seem to be 

pursuing institutional and personal agendas in accordance with a system of behaviows 

regulated by a complex Framework of political customs and practices. Such behaviours 

have historically passed unquestioned since they have been perceived as legitimate by the 

principles that founded the whole system: the Mexican Revolution. Consequently. these 

authorities leamed to 'play the game' by pursuing institutional agendas rather than those 

of society. Obedience to the semi-authoritarian nature of a Presidentialist political system 

became more imponant than its constitutional mandate. These actions obey uncosscious 

power roles prescribed by a regime that justifies certain IeveIs of oppression and 

authoritarianism (without mentioning the lack of democratic commitment), for a grasp of 

the 'Revoiutionary dream.' 

Secondly, Such social arrangement could become acceptable if the end goal 

represented a true system of social progress and development. However, the interviews 

also reveal that these practices have instead been employed to maintain a political elite in 
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power. Since the system is loosing its grip, the whole block begins to hcture. With 

respect to the petroleum culture these Fractures relate to new but ongoing debates on 

federalism, the political and economic role that PEMEX should play in modem Mexico; 

the organizational form that PEMEX should adopt reflective of present times; and finally, 

how should it look in the future. 

The third issue is precisely related to the last 'fracture' identified* The study of 

PEMEX needs to attempt to determine whether stakeholders are truly interested in 

change. and what kind of change that would be. The results show that Federal and 

PEMEX authorities. along with PRI members are not interested in modifications to 

current Petroleum management regulations. Other stakeholders (e-g. State and local 

authorities. opposition parties. foreign and national investors. labour unions and scholars) 

do not a p e  among themselves on the kind of change that shodd be achieved. Their own 

perspectives of the appropriate changes of the petroleum administration regime in Mexico 

is channelled to meet their individual interests and not compatible to the otheis 

understanding of the needs for change. 

As Habermas argued (1984). the recurrent emphasis that a particular 

communication message puts on a set of local beliefs and values induces a community to 

loose sight of elementary principles such as freedom and rationality. The ideas that the 

twenty-six interviewees expressed form part of a very complex system of symbols, ideas 

and beliefs that have firamed the political and behaviour of PEMEX's stakeholders in 

Mexico. Centralism, Nationalism and Authoritarianism. amongst others, have created a 

'False Consciousness' about the appropriate use of Mexican petroleum and PEMEX's 



role in society. Such an 'unreal reality' has maintained these three building blocks 

together. However, as Mexican society has become 'discovered' the ideological 

inconsistencies of the Revolutionary rhetoric, arguably through recurrent economic crises, 

larger exposure to other political orders through the media, mass-education programs, and 

even the global Neo-liberal wave of the 1990's, the Mexican society has initiated an 

emancipation process. 

Contributions 

This dissertation has produced several research implications with respect to the 

methodology employed and the case under analysis. Although the Mexican culture has 

received the attention of scholars in the past, this study advances the understanding of the 

symbols. beliefs and ideas that have hmed  the Mexican petroleum culture. as well as 

describes how these beliefs and ideas have changed over time. In some ways, this study 

resembles an 'ethnography of rhetoric.' It allowed the researcher to get 'immersed' in the 

'strange' world of Mexican politics and petroleum public policy to collect insights, 

observations and impressions through the common interaction with the different 

stakeholders. Thus. the ethnographic approach facilitated the absorption and 

comprehension of their world, ideologies and expectations. Studies of this kind are 

uncommon in the fields of public policy, organizational analysis and Mexican history. 

This research contributes uniquely to the field by discussing the way that PEMEX and its 

interest groups feel about the present reform of the petroleum industry. 



As well, through a concise historical review of Mexico and Mexican petroleum 

historical evolution, this dissertation identifies the ten most important ideologies present 

throughout Mexican history. These ideologies facilitate the comprehension of the PRI's 

and PEMEX's ideological anchors, such as the balanced achieved between Centralism, 

Regionalism, Conservatism, Liberalism, Elitism, Populism, Nationalism, hlalinchismo, 

Authoritarianism and Democratic orientation. It helps to make the impact of these 

ideologies over the Mexican political culture more visible. 

Contemporary public policy analyses takes for granted the rules of social 

interaction. Unequal power relations do not arouse much curiosity typically and are seen 

as simply a result of social organization. However. from a Critical Theory perspective, 

these social imbalances are the result of intentional agendas that favour some parties over 

others. As a discipline committed to the design and implementation of common rules of 

behaviour. public policy is enriched with a more realistic understanding of social 

organization. Through an ethnographic analysis of Mexican political system, this 

dissertation makes a contribution in this direction. 

This study also conmbutes to the field of public policy by focusing on the symbolic 

aspects of political interaction. As discussed earlier, the relevance of symbolism was not 

appropriately acknowledged in the public policy schoIarship. By concentrating in the 

symbolic dimension of politics, this research enriches the understanding of social power 

relations. Finally, this project provides an improved perspective with a macro level focus 

on the Mexican petroleum industry, rather than a micro focus upon the singularities of 
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PEMEX operations. Critical Theory enriches the study by employing a perspective that 

focuses on the 'forest rather than the trees'. 

Methodologically, this study dso makes certain contributions. By adopting a 

Critical perspective. it offers an alternative approach to the study of public policies and 

Mexican history. Critical Theory is a powerful h e w o r k  to understand complex social 

arrangements characterized by power, manipulation. disequilibria and resistance to 

change such as the case of the Mexican political system. Similarly, Habermas' 'Public 

Sphere' was useful to uncover the deep ideas. beliefs. myths and customs that Iegitimize 

such arrangements and initiate a process of liberating self-awareness. Similarly, by 

employing a mix of research methods such as ethnographic analysis and case study. this 

project shows that different methods can enrich each other in social and organizatioaal 

research. 

As well, the introduction of the Critical Theory research methodology made this a 

different study from what is the norm for public policy research. Instead of following the 

trend and focusing on the instrumental evaluation of the impacts that different scenarios 

may have over a community. this study joins the efforts done by a group of scholars to 

explore the symbolic aspects of organizational and public phenomena. This dissertation's 

focus on the symbols. opinions and mutual impressions that interest groups have on each 

other is a contribution to development of new approaches to the study of Mexico. 

Finally, this investigation provides several contributions to the dBicult public 

policy facing PEMEX, that of its' restructuring. it provides a context for understanding 

the challenges faced by providing a concise examination of Mexican and petroleum 
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history, and by offering a general overview of the ideas and events that have formed the 

present petroleum culture shared by the Mexicans for the last seven decades. Through the 

use of Critical Theory as a lens of study. this dissertation provides a renewed 

comprehension of the way PEMEX became the most important organization in Mexico 

over the last three decades. Both contributions facilitate the integration of Habermas' 

'Public Sphere.' 

lmplicatioas for Public Policy Research and Practice 

This study has suggested that the social sciences can be enhanced by the adoption of 

the Critical paradigm: that is, the researcher's commitment to the ideal of human 

emancipation. As Giddens put it, scientific progress requires the abandonment of the 

"overly simple revelatory model of social science" (1979: 248), which detaches the 

'subject' h m  the 'object'. and the adoption of a different approach based on human 

'intervention' and 'engagement.' This normative prescription is contained within 

Habermas' theories of communication and cognitive interests (1978 and 1984) where he 

seeks to demonstrate that human autonomy and equality are built into the structure of 

human communication. Since "language is what raises humankind fiom nature" 

(Habermas. 1978: j1.i). placing human communication as the basis for human 

development is an important contribution. 

This study offers specific directions for future research in public policy analysis. 

First. a greater use of symbolic approaches to the undersfanding of social phenomena is 

recommended since politics is itself the administration of meanings and inter-subjective 



interpretations. improved policy making processes are dependent on improved 

knowledge about the symbolisms contained within shared beliefs, ideas, customs, myths, 

etc. Furthermore, since one of the most difficult challenges facing public administration 

is to cater to complex and diverse interest groups, improved symbokic understanding 

faciiitates the grasp of these groups' unique characteristics, imaginations, perceptions and 

most importantly their interests. 

This dissertation also suggests further research directions regarding Mexican 

politics. As political scientists and public administrators we need to [ e m  more about the 

historical contexts that frame most of the current problems within Mexican politics; 

particularly. those issues that. white carrying a heavy ideological content, have 

Iegitimized certain ways of action. There are many other situations that, as in the case of 

PEMEX. have been dominated by the rhetoric constructed upon the Mexican Revolution. 

The Federal-State Government relationship. the labour legislation and the system of free 

education in Mexico can all be looked at fkom a Critical Theory perspective. 

This dissertation has not been able to reveaI all the elements and features that 

characterize the PEMEX-PEU relationship. Further research in the topic introducing 

richer methodologies. greater participant commitment and a larger number of interest 

groups would definitely deepen and enhance the results of this investigation. 

This study was originally conceived as an endeavour to learn more about PEMEX 

and its role in the Neo-liberal reform projects ofthe 1990's. The introduction of Critical 

Theory as the lens of study enriched its objective, turning this study into a deeper 

investigation of power relations and organizational legitimization. What started as an 
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analysis of PEMEX legitimization, turned into the analysis of a whole rhetoric that 

legitimated an enduring and incredibly powerful political regime with and ideology that 

justified 'a way of life.' 

The most important recommendation that can be drawn fiom this research exercise 

is its discovery of the value of self-reflection. As an individual that was submerged, 

through thrrty years of socialization, into the virtues of the Mexican political regime and 

the enormous fortune that PEMEX signified for a Campechano. the discovery of an 

artificial set of complex hidden agendas. value-laden principles and human manipulation 

is outstanding, overwhelming and, most of all. life-changing. Therefore, this study 

concludes with the most sincere invitation to the community of schofars, regardless of 

their tield of expertise. and to the Mexicans themselves to exercise self-reflection, get rid 

of the hundreds of 'False Consciousnesses' that modify our behaviour every day, and 

endeavour to enter the wondehl experience of intellectual emancipation. 
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Appendix A. 

Questions Frequently Employed to Initiate Interview Session 

1. Which interest group do you belong to? 

2. Describe your personal role tbr the interest group you belong to. 

3. Describe your experience at the interest group you belong to. 

4. Describe your interest group's relationship with PEMEX. 

5. Explain your interest group's view of PEMEX's role for Mexico. 

6. Describe PEMEX's significance and meaning for your interest group. 

7. Describe the nature of your interest group's relationship with PEMEX. 

8. Identify other major interest p u p s .  

9. What do you think about each of them? 

10. Describe your interest group's relationship with each one of these other interest 

groups? 

I I. Which is your interest group's vision of present day PEMEX? 

12. Does your interest group have an opinion on what should happen to PEMEX in 

the future? 

13. Which is the role of your interest group for such a future? 

13. Which is your interest p u p ' s  interpretation of the other interest groups' roles in 

PEMEX hture? 




