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Abstract 
The recent energy reform proposed by the President of Mexico entails a separation from the traditional public ownership of petroleum towards the increasing private investment in the oil sector. In this paper I will look at the process of Democratization and Neoliberalism as the main driving forces behind that change. Thus, understanding their dynamics as well as their co-relationship will help us to shed some light in relation to the shifting position of the State. 
Relevance to Development Studies

The focus of this paper is on the interrelationship of both the process of Democratization and Neoliberalism as two core elements, which have paved the way for the ascendance of economic and political elite. Those elites have sought to further increase their profits and continuation of the hegemony through means of encouraging the neoliberal strategy of capital accumulation which has ultimately separate the State from its traditional public ownership of petroleum. Understanding these, might help to shed some light in relation to the outrageous impacts of Neoliberalism over the society.
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Introduction

The energy reform proposed by the Mexican president in January 2006 sought that the processes of exploration, extraction, storage and refining of petroleum were subject of bidding by transnational corporations, which would have represented a reform of the Article 27 of the Mexican Constitution of 1917.  However due to political and social pressure it took several months of lobbying for a different reform to be accepted in August 2008. It has to be stressed though that this reform is still unfolding. The main focus of this research paper is to understand the reasons behind the changes in the position of the Executive brand of the Mexican Government in relation to the energy sector. 
Technical issues, lack of cutting-edge technology, insufficient resources, management inefficiency, decrease of petroleum reserves in the current petroleum wells, are the main arguments supported by the Executive as the uppermost reasons behind the need for private investment in the petroleum industry. However, at one point or another, those same reasons have been largely advocated before, especially by foreign industrial capital, to pressure the Government to open up the petroleum industry to private capital. Example of this was when the Ministry of Interior of the United States, in 1942 and largely as a result of the pressure from the oil companies, tried to “rehabilitate the Mexican oil industry in the face of a future shortage of petroleum reserves
” (Meyer. 2009: 251)

Given the relevance of petroleum in the conformation and consolidation of the Mexican State; its historical role as an element of self-determination; its role as a focal point and its importance as a factor of Mexican dominant identity, how can we explain that it is until now that the Executive power has shifted its position towards opening the petroleum industry up to private capital? What are the underlying driving forces for this shift to have taken place?

It is the hypothesis of this paper that there have been at least two main driving forces that have nurtured that shift and understanding them will help to shed some light with regards to the tension between the Government’s traditional position of exclusive public ownership of petroleum and the current shift of the Executive towards a private capital participation in the petroleum industry. Those processes are the ascendance of Neoliberalism and the Democratization process in Mexico.

It is the argument of this paper, that both of these processes have developed in parallel, reinforcing each other. However, the ascendance of Neoliberalism and its embeddedness propelled the process of Democratization in Mexico, nurturing certain type of Democracy (Murillo, 2000) But at the same time, the sort of Neoliberalism that was implemented in Mexico would not have been developed without the Democratization process (Lawson, 2000) Thus, this processes can not be understood separately, yet they are different from each other and in fact they have their own dynamics as I will further develop. 

Research Methodology

I will attempt develop my argument through a deductive analysis based on quantitative data such as review of relevant literature, books, academic articles and newspapers. I will start my analysis by looking at what has been understood by Neoliberalism and the process of Democratization, then bringing that down to the case of Mexico and showing how they have been the main driving forces for the breaking point of the State-petroleum traditional relationship. 

The reason why I have decided to undertake this approach is because of two reasons: first, it will allow me to better analyze both Neoliberalism and the process of Democratization in a more coherent way; and second, due to the fact that from my theoretical and analytical standing point both the political and the economy can not be separated. Thus, I believe that it is necessary to understand them as a whole, yet as different processes, instead of trying to carry out a linear and disaggregated analysis of isolated economic and political issues,

It is worth mentioning that throughout this paper I will implicitly take a critical stand of those authors that conceptualize social change as a result of the changes in preferences of the political actors and the decisions undertaken by them. (Barraca, 2004; Elizondo, 2003) 

Hence, I will understand social change, building on Harvey’s argument, as the inter-connected changes that take place in seven different moments, yet being at the same time co-related: the relation of humans with nature; the technological moment i.e. hardware, divisions of labor, organizations of social forms, software, which are suitable to the necessities of capitalism; social relations which includes questions of class, gender, race among others; organization of production i.e. labor process, wage, leisure; mental conceptions; reproductive daily-basis live; institutions and arrangement of society. 

Thus, all of these moments have to change in a rather co-related way for social change to take place. However, none of them is the determinant. Hence, for social change to take place a change in any of those moments has to start and be extended to each one of the other moments. Thus, social change “is a reconfiguration of all of those moments” (Harvey, 2009) 

Furthermore, to initiate and continue a sustainable change over time, it is require to have the resources; the networking power and mobilization of resources and people; social and political will which has to be put together around a broad common understanding of society which aims at the satisfaction of social needs as well as the technology and the required scientist to deal with the capitalist flows. This is important because it could allow me to show how social forces in Mexico conducted the neoliberal restructuring and the process of Democratization where “the agency of particular social forces in constituting and reproducing the globalization of Neoliberalism is realized” (Morton, 2003: 633)

In Chapter 1 will look at the relationship that the Mexican Government has had with petroleum, which has been characterized for being of exclusive public ownership. Then I will try to show that there has been persistence over certain period of time in that relationship. To understand this persistent relationship, I will briefly look at the conformation of the petroleum industry in Mexico, the role of petroleum in the conformation of the Mexican State and its overall role throughout the Mexican history as a generator of cohesion, legitimacy, self-determination and power (Meyer, 2008, Villegas, 1973).

In Chapter 2, I will look at the ascendance of Neoliberalism in Mexico. I will use a Marxist approach in relation to theories of accumulation of capital (Harvey, 2003) and the changes in the social relations of production (Morton, 2002) which will help me to inform my argument of how Neoliberalism did not take place in Mexico only as a result of external pressure (exogenous factors) but also due to local political and economic elites (endogenous factors) 

Those political and economic elites saw Neoliberal reforms as a means of increasing their influence and profits and their legitimacy and perpetuation of the hegemony respectively. However, this approach might fall short to understand the relationship between market-oriented reforms and the Democratization process (beyond the interest of the political elite to perpetuate itself in power) thus, reducing Democracy to only a result of elite power relations (Weyland, 2003). 

Thus, in Chapter 3, I will strength my analysis by using theories of Democratization (Wise, 2003; Teichman, 1997; Samstad, 2002; Kurtz, 2008) which will allow me to look at Democratization not as a dependent variable of Neoliberalism, but as a process which despite being nurtured by Neoliberalism it had its own dynamics.

Going through all the processes of Democratization as well as mapping how they took place goes beyond the scope of this paper. Rather, I will support my analysis on the commonly referred in the literature as the most relevant events of Democratization in Mexico
. This does not mean that my understanding of the process of Democratization in Mexico is reduced to those specific moments in history, but it will help me to narrow my analysis down, so I may be able to look at the dual dynamics between Neoliberalism and Democracy which I see as two relevant factors, though certainly not the only ones, for the shift in the position of the Government from a complete public ownership of petroleum towards a gradual intervention of private capital on the petroleum industry. 

In Chapter 4 and 5, I will look at how both of these processes (Neoliberalism and Democratization) took place. However, I will not due it in a linear way, rather I will look at the interrelation of events which will allow me to look at the dynamics of both. Thus, rather than focusing on specific features at a certain point in history I will look them in an aggregated way. However, I will do it in two temporal dimensions: periods and/or decades i.e. ISI, 1970s 1980s, 1990s and presidential administrations i.e. sexenios. Throughout these Chapters I will try to show how these processes were two fundamental driving forces for the shift in the position of the Executive brand from one of public ownership towards one of increasing private investment.  

Methodological insights

When I first started this paper I had decided to divide the analysis in four parts: The first one analyzing the oil industry, the second one the embeddedness of Neoliberalism, the third one the process of Democratization and the fourth one try to make the link between the three.

However through the development of the paper, I realized that such strategy was not suitable from my standing point because of two reasons: first, because for me both political and economy can not be understood nor analyzed separately. and two because I am looking at the co-relationship of both Neoliberalism and the process of Democratization as the driving forces of the shift in the State-petroleum path-dependency. Thus, I decided to first look at the relevance of petroleum in a broad way. Then, only for heuristic purposes in Chapter 2 and 3 I make the theoretical division between both of the processes through a literature review of how they have been understood, to then come up with my own understanding of them and Chapter 4 and 5 I try to develop how both of these processes took place, reinforcing each other, yet with their own characteristics, to ultimately pave the way for the shifting position of the Executive branch in relation with petroleum.  

Limitations

Due to time and budget constrains I was not able to conduct interviews nor to carry out surveys. Such data would have been useful to further understand the correlation of forces, the conflicting interests between different representatives of institutions, syndical leaders and the political and economic elite. Field work would have allowed me to collect relevant data in relation to the current stage of the energy reform as well as the oil industry. However, given the fact that the focus of this paper is in the driving forces of the energy reform, rather than the energy reform itself, this shortcoming could be discarded with a thoroughly literature review.

Chapter 1 The relevance of petroleum

It is agreed by historicists and political scientist that the consolidation of the Mexican State can not be detached from the conformation of the oil industry in Mexico (Meyer, 2009; Camin, 1989; Pazos, 2008; Villegas, 1973; Carpizo, 2002) I will briefly try to look at the evolution of the petroleum industry in Mexico and its relationship with the consolidation of the Mexican State as well as the role that petroleum has played in both the political and economic realms. This will allow me to understand the importance of petroleum and ultimately set the ground for the analysis of the driving forces behind the energy reform proposed by the Executive in 2006.

1.1 The current situation of petroleum in Mexico

In 2008 the total value of sales derivative of petroleum was 1,328,950 Mexican pesos (Pemex, 2009) The income from such sales, contributed 40 cents of every Mexican peso that went to the public reserve. This is what some authors and policy makers (Meyer, 2008; Navarrete et al, 2008) have called the petrolization of finances. However, from 1979 to 2004, the production of petroleum rose from 1.5 to 3.4 million barrels a day (Hinojosa, 2006: 2).However, the last five years the production of petroleum has decreased 21% 

This decline of production has been the core of the official discourse of the Executive branch of Mexico, in relation to the reform of the Regulatory Law of the Article 27 of the Political Constitution of the United States of Mexico of 1917.

The conflicting positions within the Government with that regards led to a political, economic and social dispute which required over two years of lobbying for a political coalition to be achieved. The relevance of this lays in the fact that for almost 70 years the way in which the State conceived its relationship with petroleum was indisputably of public ownership. However we have a seen a gradual shift in the Executive brand towards a call for a private investment in the petroleum industry which represents a break in the persistent relationship, as well as a breaking point in what used to be a focal point in politics: the ownership of petroleum. To be able to understand the driving forces behind that shift, it is relevant to first look at the importance that petroleum has had in the history of Mexico. 
1.2 The ascendance of oil industry and oil industrial capital 

The emergence of the petroleum industry is commonly traced back in the middle of the XIX century when, in August 1859 the famous oil mine of Pennsylvania was drilled. Late in that century and as a result of the technological advances of the Industrial Revolution, the process of perforation, extraction and refining of oil starts gaining momentum. This is the period of the emergence of oil industrial capital.

During the period of Porfiriato and until the year 1921, the petroleum industry suffered the highest growth rate of that time
. It was also during that period, that some Mexican petroleum wells were discovered, which would become very important especially as a result of the First World War giving Mexico an “strategic role” (Marti, 1998).

It is not surprising then that the transnational oil companies tried to take over the Mexican petroleum reserves which were once thought to be the largest reserves in the world. These interests
 were evident ever since the formation of oil companies and its expressions were highly varied.

1.3 The relationship of petroleum with the consolidation of the Mexican State

The Mexican Revolution represented a watershed in the history of Mexico. “The Mexican Revolution was a rebellion without a prior plan” (Meyer, 2009: 29) against the exploitation by landowners; foreign capital; the church and bureaucracy, which was led by the middle-class that grew up and empowered during the Porfiriato. Throughout this period, petroleum was used as a counterweight to the interests of transnational oil companies by means of legal reforms, aiming at their subordination under the public interest.

During the government of Francisco I. Madero (1911-1913), oil was used as a funding source to the revolutionary movement, through the implementation of the tax on production over the oil companies. Paradoxically, the oil that would allow him to finance the revolutionary movement would be the same oil “that would cost him his live” (Iturriaga, 1998) due to the pressure from American oil companies which, seeing their interests jeopardized, supported the insurrection of Victoriano Huerta (1913-1914) who in turn would use petroleum as an element to negotiate its permanence in the Government. However, due to political interests in the side of the then president of the United States Woodrow Wilson and the internal dissatisfaction especially from the revolutionary leaders Venustiano Carranza, Francisco Villa and Alvaro Obregón, he had to resign from the Presidency.

During the government of Venustiano Carranza (1914-1920) petroleum was first used as part of the Mexican sovereignty and self determination at the international level and legitimacy at a national level, which had its culmination with the conformation of the Constitutional Congress and the signature of the paragraph IV, Article 27 of the Political Constitution of the United States of Mexico which entered into force on February 4, 1917
. In this moment the Constitutionals declared invalid the previous legislation of petroleum and reinstate to the nation the original ownership of all the petroleum resources.

The agreements of Bucarelli
 represented a temporal resolution to the conflicts caused by the revolution, and the topic of petroleum had the core part of the discussions. The US agreed that the property deeds were converted in confirmatory concessions, whereas Mexico had to agree that almost all the private deeds would be shelter by the Government.

From the first revolutionary government, the one of Francisco I. Madero, until the one of Plutarco Elías Calles (1924-1928) the legal nature of the ownership of petroleum was an element of conflict that confronted the regime that replaced Porfirio Díaz, with transnational oil companies which controlled all the deposits of petroleum and that where supported by the worlds most powerful countries (US and England). The oil companies refused to accept the legitimacy of the Constitutional article 27 which retroactively affected their property rights previously acquired. It is noteworthy that over 90% of the properties of petroleum belong to oil companies. From this very moment, what was at stake was not only the ownership of petroleum but the very sovereignty of Mexico”. (Meyer, 2009: 15)

Different social, political and economic changes, as well as endogenous factors (the pressure from the Syndicate of Workers of Oil of the Mexican Republic (STPRM) which called for the creation of a collective bargaining agreement
 and the negative of the foreign oil companies to fulfill the sentence of the Mexican Supreme Court of Justice to do so) and exogenous conditions (the upcoming World War II; the release of pressure from the US Government over Mexico; the poor working conditions that the transnational oil companies had on the Mexican industry) paved the way for the Mexican expropriation of petroleum on march 18, 1938 by the President of Mexico Lázaro Cardenas, and the establishment in June 7, 1938 the Mexican Petroleum Company (PEMEX) as “the organism in charge of exploiting and managing petroleum for the benefit of the nation” (PEMEX, 2009: 8). 

The expropriation meant that the ownership of petroleum would be, from that moment on, undoubtedly and exclusively reserved to the nation. This very moment represented a milestone in the history of Mexico, which created a path-dependent
 pattern in the relationship of the State with petroleum that would be reproduced almost without any interruption until the energy reform of 2006, which I refer to as the State-petroleum path-dependent relationship.

Thus, petroleum was, throughout history, a catalyst of social mobilization and political support, an element of self-determination, a focal point of the political national elites, a source of revenues and economic growth, an alleviator of budget deficit but also a factor of economic crisis and element of negotiation before the foreign private capital as well as an icon of sovereignty of the Mexican dominant identity. Hence, the breaking point of the State-petroleum traditional relationship is fundamental for the politics and economy of Mexico.
Chapter 2: Neoliberalism 

In this chapter I will briefly review the literature regarding Neoliberalism, how it has been conceptualized and its definitions from three main perspectives: as a series of economic policies; as a predominant ideology and as a political and economic agenda. Thereafter, I will refer to the literature that has studied the ascendance of Neoliberalism in Mexico which will allow me to nail my own understanding of Neoliberalism.

2.1 What does it mean?

Briefly the events that took place in the XX century i.e. the 1972 economic crisis; the setback of the Bretton Woods system of fixed exchange rates backed by gold reserves; the inability of the protectionist state to produce and distribute wealth during the 40s, 50s and 60s were the background for the emergence of the so called Neoliberalism.

By the end of the 1960 liberalism started to break apart. There was a massive increase of unemployment, inflation, fiscal crises of various states. The US dollars started to flood the world market and escape US controls moving to European banks. Fixed exchange rates were abandoned in 1971 and gold ceased to be the metallic base of international money letting the exchange rates to freely float and any attempts to control it were abandoned.
“The effect was to polarize debate between those ranged behind social democracy and central planning on the one hand and the interests of all those concerned with liberating corporate and business power and re-establishing market freedoms on the other” (Harvey, 2005: 13) As it happened to be, the interests of the latter group gained force by the mid 1970s.

Different authors have tried to define, conceptualize, describe and frame Neoliberalism. Some of them have understood Neoliberalism primarily as an hegemonic ideology (Gill, 2000) or a “package of new ideas that would restore the liberal faith and redirect the course of Western civilization" (Turner, 2008: 2) which has come to define the course of the current history. 

Although this approach does recognize that there are variations within the Neo-liberal ideology, it is argued that there are at least four core principles of Neoliberalism: the market is the most efficient allocator of resources that produce social prosperity, freedom and productive efficiency where Governments failures are seen as bigger than those of the market; second is that there is a commitment to the rule of law-state that shall secure social cohesion and stability through the preservation of individual liberties (Hayek, 1973); third is a minimal State intervention, where the State should be restricted to the provision of order, public goods and preserve the rules that safeguard the market order (Hayek, 1960)  and fourth the private property and its corollary the free-market (Mises, 1985). It could fairly be said that although neoliberals differ among themselves about the details of the liberal system, they all support these four principles. 
Some other authors have looked at Neoliberalism from a policy perspective (Stiglitz, 2000. Williamson, 1990, Sachs, 1991) narrowing it down to a series of recommendations or reforms which they trace back to the 1970s starting with the government of Ronald Reagan (1981-1989 ) in the United States of America and Margaret Tatcher (1979-1990) in the United Kingdom and the so called structural adjustments. Policies which started to become a more straightforward cluster of recommendations during the Washington Consensus (WC) and the Post-Washington Consensus (PWC).

Within this approach there has been three ways of looking at the WC and the PWC. The first one analyzes them as a process of change, in which the PWC is a change towards a more people oriented policies than the WC (Stiglitz, 2000) The second one understands them as a continuity due to the fact that the interests haven’t fundamentally change (Ben, 2001) and the third one argues that both the WC and the PWC are part of an evolution (Robinson, 2006).  

Notwithstanding, despite this marked  differences of approaches it can fairly be said that the Neoliberal policies can be encompassed in the 10 policy instruments “about whose proper deployment Washington can muster a reasonable degree of consensus” (Williamson, 1990: 7) which are grosso-modo the following: 1) fiscal discipline (either through balanced or deficit in the budget); 2) reduce public expenditure; 3) tax reform; 4) market-determined interest rates which should be positive; 5) competitive exchange rate consistent in the middle-run with macroeconomic objectives; 6) trade liberalization; 7) promotion of Foreign Direct Investment (FDI) which will bring needed capital, skills and know how; 8) privatization which may help to relieve the pressure on government budget; 9) deregulation and 10) property rights. 

However, looking at Neoliberalism only as a package of policies or as a dominant ideology doesn’t explain where those policies and ideas come from nor provides a clear understanding of the interaction between ideas and interests. 

Although as Turner argues it is possible to “identify the concepts that map (Neoliberal´s) distinctive discursive space as an ideology and give it its internal coherence” (Turner, 2008:16) the reason why that ideology called Neoliberalism is different from place to place and from time to time is because the power relations as well as interests actually shape the ideology of Neoliberalism. Hence, throughout this paper, I will take a perspective in which those package of ideas called Neoliberalism, actually come from a material world which constrains those ideas to the extent that they are a manifestation of a certain reality in which they are embedded on. 

Thus, Neoliberalism will be understood here not only as those package of policies and ideas, but especially as the hegemonic paradigm which “becomes so embedded in common sense as to be taken for granted and not open to question” (Harvey, 2005: 5) which has been reproduced over a certain period of time, reinforced mainly by the industrial and financial capital which have sought on it the way of accumulating capital by dispossessing societies (Harvey, 2005) Therefore, when we talk about Neoliberalism we are ineluctably talking about power relations and social relations of production.

 However, this does not mean that the State sovereignty has progressively surrendered to the global market place. Rather it means that the embeddedness of Neoliberalism has been possible actually by its nourishment provided by the State which means that “the market has been the outcome of a conscious and often violent intervention on the part of government which imposed the market organization on society for non-economic ends” (Polanyi, 1944: 250) all of which has created and embeddedness of Neo-liberalism within the society. 


Neoliberalism then refers to a project or conscious process nourished by political and economic elites who have benefited from this process. “The neoliberal project remains the dominant agenda within which the transformation of global political and economic life is moving” (Robinson, 2006: 16) i.e. the structural reforms of 1980s 1990s that I will further develop throughout this paper.

2.2 The ascendance of Neoliberalism in Mexico

Different authors have tried to trace back the moment in which Neoliberalism started to take place in Mexico. However, there is no agreement with that regards. Some authors trace it back when the Import Substitution Industry (ISI) started to take place (Kurtz and Brooks, 2008) together with the emergence of the industrial capital which sought to increase their profit apart from the Government through the unrestricted exploitation of resources and human capital, or to put it in Harvey´s words “the inability to accumulate through expanded reproduction on a sustained basis has been paralleled by a rise in attempts to accumulate by dispossession” (Harvey, 2005: 142)
Some others have seen the 1972 crisis as the breaking point which signal the ascendance of an economic elite which started to call for a reduction of the State influence mainly in the economy sector, which, together with the loose of accountability and legitimacy of the State apparatus as well as the pressure from some social sectors, paved the way for the ascendance of Neoliberalism. (Otero, 2004)

Some authors have attempted to map the ascendance of Neoliberalism by applying rational choice theories in the context of Mexico by referring to the rent-seeking state to explain how the Mexican regime made use of Neoliberalism as a path towards the solution of opposition through a system of incentives and constrains; to reduce problems of succession of power, to increase stability, legitimacy and accountability (Lawson, 2000; 2004)

Elsewhere it is argued that the ascendance of Neoliberalism in Mexico is a result of the political elites and mainly political parties and Governmental institutions which saw in the Neoliberal reforms, a way to decrease social pressure (atomization of interests); a way to increase their personal benefits, bargaining power and profits and a way to maintain the political system. (Beer, 2002; Rubio and Kauffman, 1998)

However, throughout this paper, the process of ascendance of Neoliberalism will be located, as many authors that used theories of accumulation of capital (Harvey, 2005; Morton, 2003; Otero, 2004) during the 1970s and its embeddedness in the Mexican society will be seen from the ascendance of technocratic presidents in Mexico onwards.

The shifted that occurred from 1970s towards the accumulation of capital change the social basis of the hegemony of PRI. Thus, there was a process of industrialization (ISI) which together with the changes of the relations of production are accommodated within existing institutional forms without challenging political order. But the capital social relations are not overcome, but reproduced in new forms furthering State power, therefore there is a consensus to maintain hegemony. Thus, the struggle between social forces in the 1970s paved the way for the ascendance of Neoliberalism, or to put it in Morton words due to “the rise of certain forces, shaped by a restructuring of relations of production within the form of State in Mexico… a shifted occurred in 1977, which began the move towards a neoliberal strategy of capitalist accumulation” (Morton, 2006: 632) which didn’t mean the roll back of the State but a rearrangement of the relation between the State and society.

We can say that the ascendance of Neoliberalism in Mexico has represented a realignment of social relations of production and redistribution of power relations in which it “is the ideological expression of the return to hegemony of the financial fraction of ruling classes” (Duménil and Lévy, 2001: 579) being this a political project that has sought to “re-establish the conditions for capital accumulation” (Harvey, 2005: 19) 
However, in Mexico this does not mean that the current economic and political elites are the same as in the past. Indeed, the embeddedness of Neoliberalism has actually meant a rearrangement of elites where the financial capital has increased its power. “While neoliberalization may have been about the restoration of class power, it has not necessarily meant the restoration of economic power to the same people” (Harvey, 2005: 31) i.e. the demise of the old State-corporatist relationship and creation of a new clientelist network in the 1990s which I will further develop in this paper.

That financial elite increased its importance due to the structural crisis of 1970 together with the trends in technologies that took place in the mid 1980s, which “created the conditions for the reassertion of the hegemony of finance” (Duménil and Levy, 2001: 587) (Chart 1 and 2) The series of innovations in the financial sector producing financial markets based on derivatives and futures trading all of which has been called the financialization of the economy, creating a differentiation between the capitalist owners as opposed to capitalist managers (Duménil and Levy, 2001). “Neoliberalization has meant, in short, the financialization of everything” (Harvey, 2005: 33) 

Chart 1: US financial capital accumulation
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Chart 2: France financial capital accumulation
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Thus, from the standing point of this paper Neoliberalism will be refer to as a project of economic elite who sought on it a means of increasing their profits, through the restructuration the re-distribution of power, maintenance of the hegemony but without fundamentally challenge the political order (Harvey, 2008)
Chapter 3 Democratization

In this chapter I will review the literature in relation to Democracy, how it has been conceptualized as well as its characteristics. Afterwards, I will review how some theories and authors have looked at the process of Democratization in Mexico. Finally I will refer to what I understand as the process of Democratization in Mexico and how it relates to the ascendance and embeddedness of Neoliberalism. Understanding the inter-dependence of both of these processes is fundamental for the core analysis of this paper: the shifts of the State-petroleum path-dependent relationship from one of public ownership towards one of increasing private investment.

3.1 What does it mean?

The concept of Democracy has largely been analyzed from a wide variety of perspectives. Broadly speaking must of the scholars have tried to define its boundaries by providing a series of characteristics either from a positive or negative perspective. 

Some authors have look at the effects of Democracy on economic growth, liberalization, conflict, access to resources and reforms (Davis, 2006; Holzner, 2007; Kurtz, 2004; Kurtz and Brooks, 2008; Przeworski and Limongi, 1993; Wells, Slayton et al, 2002) whereas those in the negative perspective have tried to analyze Democracy by looking at what it is not, for instance listing a series of aspects that can prevent Democracy to take place such as authoritarian and semi-authoritarian regimes, lack of accountability, neutralize anti-system actors, inefficient institutions and low probability of democratic breakdown (Barraca, 2004; Elizondo, 2003) 

However, this approach disregards the process and relationship of Democracy with the effects of Neoliberalism, giving too much attention to attitudinal and behavioral data and comparative analysis which leads them to make asseverations such as “the Mexican case, can be pronounced consolidated” given that “there is a low probability of democratic breakdown in Mexico in the medium term” (Barraca, 2004: 1484) without defining what they actually understand by Democracy creating a tautological lacuna where Democracy is the opposite of what Democracy is not.

A more complex and elaborated analysis of Democracy can be found within those in the positive approach of it, where they have tried to provide a series of characteristics of Democracy. Some of them have tried to standardize the usage of Democracy (Schumpeter, 1947; Dahl, 1971) whereas more recently there has been a proliferation of alternative conceptualizations of it, creating tens of subtypes of Democracies among which we can find authoritarian democracy, oligarchic democracy neo-patrimonial democracy military democracy protodemocracy. 

This is the reason why some others have been devoted to the task of reducing complexity of the ever increasing number of conceptual innovations. Sartori´s renowned strategy of moving up and down the ladder of generality (aiming at avoiding conceptual stretching and increasing differentiation, respectively) where the ladder “is based on a pattern of inverse variation between the number of defining attributes and number of cases” (Collier and Levitsky, 1997: 434) is one example, where the fewer the attributes the more cases where it applies (higher on the ladder) avoiding conceptual stretching which can be accomplished by creating subtypes of democracy such as parliamentary democracy, multiparty democracy and federal democracy and the more the attributes the less cases it applies (lower on the ladder) increasing differentiation. However, given that this strategy can not fulfill both avoid conceptual stretching and increase differentiation, there has been broadly two different (though sometimes complementary) strategies. 

The first one is the creation of diminished subtypes where the scholars identify some specific characteristics belonging to a case in particular making them “less vulnerable to conceptual stretching” and at the same time given that “they identify other attributes of democracy that are present,… also increase differentiation” (Collier and Levitsky, 1997: 438). Examples of this can find in the Delegative Democracy (O´Donnell and Schmitter, 1986) or the Illiberal Democracy (Emmerson, 1994)

The second strategy has been precising its definition by adding defining attributes (Copi and Cohen, 1994; Sartori, 1984; Karl, 1990) which fulfills the task of increasing the standard for Democracy and at the same time adapting the definition to a new context. Example of this is the three Normative models of Democracy (communitarian, deliberative and agonistic) calling for a greater sociological and political realism (Gabardi, 2001) or the thesis of “complexity and democracy” where Democracy is seen as one more of the techno-oligarchic regimes features (Solo, 2003)

However the problem with this strategy is that by trying to fit the concept of Democracy within a specific context the scholar might try to manipulate and introduce a new definition every time they face something anomalous thus, characterizing a specific system as Democratic when it actually only entails limited democratic attributes. Hence, this strategy requires a clear definition of what it is understood by Democracy to avoid a problematique analysis and “provide new insight into other cases for which the significance of the new defining attributes had not previously been fully appreciated” (Colliver and Levitsky, 1997: 442)

It is not the intention of this paper to try neither to come up with a categorization of Democracy in Mexico nor to map all the Democratizing processes, I leave that task to the wide variety of authors that have devoted their minds to do so. Instead I will look at Democracy broadly as a process that has entailed an adjustment of the State apparatus, restructuration and emergence of institutions, a reorganization of Government’s policies, the opening up of spaces of political participation but at the same time diminishing the potential of poor people to get involve in politics. Furthermore, it has represented an adjustment in the form of the State and the society that has enabled the sustainability and reproduction of it and  that has, together with Neoliberalism, imply a rearrangement of a new hierarchy, and which has also paved the way for the rearrangement of the social relations of production but within the same social order, letting the new political forces to get into the hegemony without permitting its access to  society or to put in Morton words “the inclusion of new social groups within the hegemony of a political order but without an expansion of mass control over politics” (Morton, 2003: 634) i.e. the case of PRONASOL that I will further develop in Chapter 5

I do acknowledge that looking at the process of Democratization in such a way might prevent me from having a more specific definition of Democracy in general and the Mexican Democracy in particular. However, referring to Democracy in that shell will allow me to understand more coherently the implications of the process of Democratization in Mexico for the ascendance of Neoliberalism and with the path-dependent relationship of State with the ownership of petroleum.

3.2 Understanding Democratization in Mexico

Democracy started to get momentum in Latin America after the “third wave of Democratization” that resulted on the stimulation of a “renewed reflection with regards to the nature and characteristics of Democracy as political system an as society” (Thede, 2006: 23) coinciding with the “world hegemony of the pair globalization-Neoliberalism” which has open “some favorable conditions for the democratic innovation but at the same time has created enormous difficulties for its exercise” (Vera and Olvera, 2006: 7)

It can fairly be said that Mexico was part of that process. Although some analysis have already been done through comparative (Collier and Levitsky, 1997; Gabardi, 2001) and cross-national analysis  in Latin America showing certain generalities and some persistent patterns in the Democratization process of this region (Kurtz, 2004; Kurtz and Brooks, 2008; Weyland, 2004, Murillo, 2000; Smulovitz and Peruzotti, 2001). It is worth mentioning that each country has had its own specificities and particularities, that is the reason why some other authors have undertaken national analysis of Democracy, leading them to categorize Mexico as a fully consolidated Democracy (Barracca, 2004); an electoral democracy (Beer, 2000; Lawson, 2000); a protracted Democracy (Eisenstadt, 2004); a Democracy in transition (O'Donnell and Schmitter, 1986); a Neoliberal Democracy (Lawson, 2004); Liberal Democracy (Gabardi, 2001) among others.

Some others have looked at the Democratization process from the institutional perspective, focusing in how such process has, on the one hand been encouraged by the changes within institutions and  on the other, it has propelled certain types of institutional arrangements that have been fundamental for the sustainability of the system. Within this perspective some authors have for instance made use of theories of Rational Choice Institutionalism to argue that those changes have been possible due to pressure from different political actors who found that the incentives were insufficient with regards to the constrains, and given the increase of their economic and political influence started to put pressure over the rent seeking State to produce a shift towards an increase of accountability, applicability of rules, opening up of participatory spaces, reduction of corruption which in turn resulted in a series of institutional changes and reforms in which the focal point was to reduce or avoid social instability (Lawson, 2000; Kauffman, 1998; Serrano, 1998)

Elsewhere it has been studied the relationship between the process of Democratization with the opening of spaces for political participation, freely and just elections and in a way trying to map the patterns in the relation between the State and society and whether that relation has opened up new opportunities or created incentives for the involvement of society or if it has discouraged the society from getting involved in such participation (Holzner, 2007; Gordon, 1997; Eisenstadt, 2004; Beer, 2002) through for instance institutional reforms where “the changing structure and actions of the Mexican state during the past decade, are creating obstacles and disincentives for political mobilization that affect the poor more severely than other groups.” (Holzner, 2007: 91) Thus, making the poor less able to afford the increase cost of political action.

Some other authors have made use of attitudinal theories to analyze the process of Democratization giving the highest weight to the behavior of actors through for instance economic analysis and comparative statistical analysis (Schedler, 2002)  in which they see a complex relationship between democratic stability and economic performance “on the causal chain that runs from economic crisis to coup, there are many mediating factors that make the likelihood of authoritarian regression far from a foregone conclusion” (Barracca, 2004: 1473) where “structural variables shape actors attitudes, attitudes in turn shape actors behaviours, and the behaviour of actors contributes directly to either the maintenance or collapse of a democratic regime” (Barracca, 2004: 1471)
A topic that remains controversial though, is the relationship between the free market reforms and the process of Democratization, and whether the former has nurtured the latter or if it has decreased or held its process back. Some have pointed out to the negative short-term effects of economic reforms over the Democratic process in Latin America (Haggard, 1992; Kauffman, 1995) whereas some others have looked at the free market reforms together with the democratic reforms have actually, in the long-run, increased transparency and accountability, efficiency, reduced corruption, and paved the way for economic growth and ultimately encouraged development (Wise, 2003; Teichman, 1997; Samstad, 2002). Przeworski argued that those free market reforms have a tendency to weaken “democratic governance” due to the fact that they actually require the reduction of political participation, weakening of opposition or anyone that advocates for redistributive policies (Przeworski, 1991) 

Some studies about Latin America have suggested that the neoliberal policies although might helped to stabilize Democracy they did it at the expense of political participation and representation (Roberts, 1999; Weyland, 2004) having a huge effect creating an “atomizing effect of liberal economic reform” which “exacerbate(s) collective action problems among workers most at risk of impoverishment, particularly in rural sectors” (Kurtz and Brooks,  2008: 237) “weakening their ability to organize, and closing off access to key allies and government ministries” (Holzner, 2007: 89) tending to the benefit of those that are already better-off, export oriented and skilful businesses, therefore, resting on political foundation of business interests and not in social benefits (Kurtz, 2008)

I will argue in this paper that indeed Neoliberalism nurtured Democracy in Mexico but at the same time it constrained its development by at some times diminishing and at times reducing its pace. However this does not mean that there has been a one way and straightforward relationship between the two. As a matter of fact, the process of Democratization paved the way for the neoliberal reforms to have taken place in Mexico. This means that we can not understand the ascendance of Neoliberalism and its embeddedness in Mexico without understanding the process of Democratization as some authors have tried to do. Or as it is shown through a comparative analysis by Weyland, Neoliberalism actually strengthened the sustainability of Democracy almost in the whole region, but limited its quality. 

I will look at how Neoliberalism together with the process of Democratization indeed opened up spaces for political participation and created the ground for an increase on individual liberties, new spaces for the involvement of the opposition, decentralization and transparency. But it did it through the reduction of welfare distribution, at the expenses of the society in general and the reduction of equity and access to the poor which means that “there has been a privilege of liberty over equity” where Neoliberalism and Democracy are not a dichotomy, rather they are “mutually reinforcing concepts in a capitalist society” (Wells, Slayton and Scott, 2002: 357) Example of this is the rearrangements of the political elite after the 1988 Presidential elections, the structural reforms of the 1980s and the role of the political elite to further these changes, which I will further analyze in Chapter 5 of this paper.

Hence, both the process of Democratization and Neoliberalism are in a mutual co-relationship and can not be understood separately, yet they are different and have their own dynamics. Understanding their interdependence is crucial for the analysis of the shifting position of the State in relation with petroleum as the main driving forces. This is where I turn now. 
Chapter IV How did that co-relationship occur?

In this chapter I will try to set the ground for depicting the co-relationship between the process of Democratization and Neoliberalism, which will ultimately allow me to bring them as the driving forces for the increase of private capital in the oil industry. I will try to accomplish this daunting task by referring to the changes from the ISI strategy accumulation of capital towards the Neoliberal one Thereafter, I will try to grasp on how that change implied the separation of the economic and political elite as well as the need of the regime to open up spaces of political participation to keep stability, and regain legitimacy in order to maintain the hegemony. Thus, paving the way for the ascendance of a new economic and political elite increasingly attached to Neoliberalism

4.1 The Mexican Presidentialism  

It is fundamental, in order to understand the process of Democratization in Mexico, to first briefly sketch what the Mexican Presidentialism was and the implications of such process for the Mexican authoritarian regime.

Broadly speaking the Presidential system differs from the Mexican Presidentialism in that the latter is “the presidential system taken to its limits” (Meyer. 1996: 59) The Mexican Presidentialism implied the adhesion, to those powers and faculties constitutionally given to the president, of those meta-constitutional faculties “that could overflow the legal framework and even get to the anti-constitutional terrain” and among which we can find the “indisputable control of the political party that governs Mexico ever since its creation in 1929” (Meyer, 1996: 60) where the President “initiates virtually all legislation, which often is passed by Congress with dispatch. The president designates his own successor to the presidency… He can have governors, mayors and members of Congress removed from their posts” (Weldon, 1997: 225) 

The post-revolutionary authoritarian regime which had as its major features, a low political participation and patron clientelism and limited pluralism (Kaufman, 1973) in which “the role of organized groups… has tended to be reactive because (the)low political mobilization… reduce political demands” (Teichman, 1997: 123) but at the same time it was instrumental in the perpetuation of the stability of the regime which deliberately sought to reduce political involvement and constrain the opposition, through means of incorporating popular organizations, imprisoning or disappearing dissidents. 

In short, what differentiates the Presidentialism from the Presidential system is that the former has, in addition to the features of the latter, the following characteristics: 1) The Presidential system based on the Constitution; 2) The unified governments where the ruling party controls both of the legislative Chambers; 3) The discipline within the Governments; 4) A President which is recognized as the supreme leader of the ruling party (Weldon, 1997) and 5) the meta-constitutional faculties of the president (Camin, 1991)

Due to the political as well as economic reforms and structural changes of the 1980s and 1990s –which I will further develop in this Chapter- the age of he unrestricted authority and unparallel power came to its end, as it is largely agreed in the literature (Barracca, 2004; Bizberg, 1999; Carpizo, 2002; Corrochano, 2000; Elizondo; 2003; Meyer; 2008) with the Presidential elections of the year 2000.

Thus, the process of Democratization implied the demise of the so called Mexican Presidentialism and the end of the 71 years of authoritarian regime under the Government of Revolutionary Institutional Party (PRI) Furthermore, this demise has represented that “the agenda of Neoliberalism was constituted by particular social forces in Mexico” (Morton, 2003: 648) through the consolidation of a particular political as well as economic elites which started to arise “during the 1970s as a result of structural changes in the nature of capitalism which contain within themselves contradictions” (Morton, 2003: 649)  The power of those elites was increased mainly after the ascendance of the technocratic Governments in the 1980s. 
Thus, what were actually rearranged were the distribution of power relations as well as the realignment of social relations of productions which ultimately has benefited “the financial capital intervention backed by state power” creating an “unholy alliance between state power and the predators aspects of finance capital forms… dedicated to the appropriation and devaluation of assets”  (Harvey, 2004 :72) This is where I turn now.

4.2 Understanding Neoliberalism and the process of Democratization in México
Looking at the wide variety of political economic and social changes that have taken place in the history of Mexico is beyond the scope of this paper. However, for the purposes of this paper, suffice to mention that having passed the conformation of the Mexican State, the institutionalization of the hegemonic party, the establishment of the so called Mexican Presidentialism, and as a result of the effects of the World War II, the increase in the demand of goods, the increase of foreign investment mainly in trade and manufacture, Mexico followed a process of economic protection known as the Import Substitution Industry (ISI) (from the 1940s till the early 1980s) in which the local production was based on industrialized products. 

During this stage “the power of the presidency and the pos-revolutionary Mexican corporatism was mounted on an economic model of protected industrialization based in the import substitution industry”. (Meyer, 1993: 65) The relevance of ISI lies in the fact that during its development “the Mexican Presidentialism was strengthened” (Meyer, 1993: 71) and that it was the benchmark for the establishment of the political elite, supported by the corporatist arrangements, which ultimately propelled the possibility of the ascendance of Neoliberalism in Mexico. I will turn to this topic and its relationship with the State-petroleum path-dependent relationship in a latter stage of this paper.     

Despite the fact that through ISI the regime was able to palliate some of the major necessities of the society, there was an increase of conflict with the private capital which gradually started to loose credibility in the Government, thus “withdrawing their support to the political system” (Camin, 1989: 74) Previously, the corporatist class was used to receive the benefits of the welfare State: infrastructure, cheap and controlled labour, monopolistic contracts, in exchange of political support, silence and resignation before the public scold. However, in the mid 1970s “the general protectorate of the politics over the business started to have its first signs of depletion” (Camín, 1989:55) 

 As a result of the pressure from this economic elite (together with the growth of a middle-class, the inequitable distribution of income and the resulting social instability) the effects of the Mexican authoritarian regime started to be more than evident for some sectors of the working class and peasantry, which were severely repressed and silenced. 

This discontent burst in 1968 with the student and popular movement that took place few months before the Olympic Games were held in Mexico. The fateful morning of October 2, 1968 (just before the Games started) the Government massacred hundreds of peacefully manifested students, which represented a “new beginning in the relationship between the State and the society” (Camin, 1989: 33) and “the end of society’s acquiescence with the authoritarian state regime that emerged from the revolution” (Otero, 2004: 8) This was the first signal of a breakage in the capacity of the regime to maintain and reinforce its legitimacy.

However, it was until 1970s and more precisely after 1977, that the Government in a search of recovering the temporal lost of legitimacy and reducing the discontent of the economic elite it undertook the implementation of the Federal Law of Political Organizations and Electoral Processes (LFOPPE) It called for the legalization of some leftist parties and the acceptance of increase participation in the Congress of opposition minorities through the expansion of the system of proportional representation. 

The LFOPPE was “the beginning of a trend towards the legality of the electoral processes and the instauration of the electoral justice.” (Campero, 1999: 31) In a way, it can be seen as the stepping stone towards the process of Democratization. However, it has to be stressed that the underlying reasons behind that reform was “to frame and condition the institutional context of opposition movements… containing popular demands… and fixing the boundaries of representation and social struggle” responding “to the erosion of support for the basic structure of the political system” (Morton, 2003: 642)

Notwithstanding, this does not mean that such reform can be understood as the moment of formation of Democracy, rather it will be understood as a focal point in which the political elite, nurtured by both the requirements of the society and the interests of the economic elite, decided to undertake one change that eventually would pave the way for further increase the influence of the economic elite on the Government thus, it is not the intention of this paper to look at that reform in an isolated shell. Therefore, the opening up of spaces for political participation responded to both the necessities of the political elite to acquire legitimacy and the pressure from the economic elite who sought their interests jeopardize, which is precisely where I turn now.
4.3 The Neoliberal strategy of capital accumulation
The weakening of the ISI strategy set the ground for the economic elite to start gaining momentum in Mexico and called for a move towards a liberalized and market-led economy, “one which profits not populist politics would provide the main logic of development” (Otero, 2004: 9) i.e. the creation, in August 1976, of the first organization which was to a large extent independent of the corporatist networks of the state: Entrepreneurial Coordinating Centre (CCE) “which proposed economic policies for the first time in opposition to the Government” and represented the “consolidation of capital’s influence over the state” (Morton, 2003: 640) It is noteworthy though, that at this stage Neoliberalism had not taken place yet. However the relevant breaks within the conformation of the State paved the way, as argued by some authors, for the shifts in the accumulation of capital (Harvey, 2005; Morton, 2003; Otero, 2004)

The logic of market encouraged by the economic elite put an increase of pressure over the Government to change from the welfare State towards an outward looking export-oriented economy. Given the increasing dependence of the State on the private capital, mainly to subsidize its budget deficit, the Government started to resort on external public debt. This shift in the economic policies undertaken by the Government, apart from its traditional inward looking import-oriented economy is the Mexican example that with Neoliberalism there is “an overwhelming evidence for massive interventions on the part of business elites and financial interests in the production of ideas and ideologies” (Harvey, 2005: 115) 

Despite the efforts from the Government to revive its deteriorated legitimacy through a “neo-populist program of political and social reforms” (Morton, 2003: 637) which aimed at creating a coalition between industrialists, peasants, labour sector and middle class, Luis Echeverría (1970-1976) was unable to implement the required tax increases on the international capital to support the public spending aiming at regain the support of different sectors of the society. The reason why no tax increases could be implemented was because of “the pressure from internationally linked industrialists” (Morton, 2003; 637) thus, making the Government to rely on foreign borrowing and at the same time (due to its anti-private sector policies) loosing support from the private sector.

Given that increasing dependence of the State on the private capital, the Government started to resort on external public debt. The dissatisfaction of the private sector, the State intervention and the dependence on foreign capital created an alienation of the economic elite, which had its apotheosis at the end of the presidency of Luis Echeverría, when in September 1976, the private capital caused the first devaluation of the Mexican peso in 22 years which was referred to, by the members of the Government, as a financial coup d’état. Being this in line with one of the elements of the accumulation by dispossession strategy of Neoliberalism “the management and manipulation of crises” that “characterizes much of neoliberal financial manipulation” (Harvey, 2005: 162)
The reply from the Government to it was the expropriation of over 30 thousand hectares of irrigation in the most aggressive political fraction of the economic elite in the northwest part of the country. Thus, the “marriage between the capital and politics” had a serious breakdown and the “real conditions of the independence of the oligarchic elite started to be evident” (Camin, 1989: 96) 

Although the influence of these economic elite over the Government started to be manifested in this period, it was rather a harsh relationship. It would take one more Presidential administration for the re-marriage of the financial capital with the political elite to take place. 

Thus, it is worth mentioning that what differentiates the relationship of the economic and the political elite during the Statist model (19302-1980s) from that of the ascendance of Neoliberalism (1980s onwards), is broadly the following elements: The former can be divided, building in Hurtado’s argument in three stages: the first one was a powerful developmental State able to bring into its ranks the benefaction of the economic elite through legal as well as illegal means; the second one was characterized by a still powerful State willing to co-exist with the increasingly powerful economic elite; and the third one was the struggle and excision of the State with the economic elite. Whereas the latter, was characterized by a Government leaded by a political elite, increasingly constrained by the private capital, which was willing to undertake the structural changes in line with Neoliberalism profusely claimed by the economic elite which has the balance of power leaned in its favor. (Hurtado, 2001) This change in their relationship came mainly due to the pressure from the economic elite.
Following Harvey’s statement that there has been “a lack of any examination of the class forces that might be at work” to understand “the degree of (Neoliberalism) in particular instances” (Harvey, 2005: 115) and building on Morton’s argument where he argues that “the arrangements within particular forms of state that lead to the incorporation of fundamental economic…changes in conformity with changes in capitalism” (Morton, 2003: 636) to bring the imperatives of inter-class alliances and class struggle and the need of internalizing class interests to address changes in the society, I argue that even though in both of the above referred stages the economic elite were present, its influence and lobbying power varied over time. 

Indeed, there was a causal co​-relationship between its increase of accumulation of capital and their influence in the process of decision making of the Government, or to put it in other words the higher the accumulation of capital of the economic elite the bigger their influence on the political elite. I will further develop the inter-class alliance of the financial and political elite during the ascendance of Neoliberalism and this causal relationship in a latter stage of this paper, which will help to understand the underlying reasons why the Government, in line with the neoliberal reforms, decided to call for the opening of the oil industry, changing its position as the uppermost owner of petroleum.

The discovery of new oilfields during the presidency of López Portillo (1976-1982) brought back the flow of dollars and access to credit, leading the Government to rely on higher foreign credit which gave a new breathe to the economic system and specially the Mexican industry. However, when the prices of oil fell, the Government stop receiving the resources it needed and end up with a huge external debt (87,588 million dollars by the end of 1982) thus, making  “the political economy of Mexico became dependent on petroleum-fueled development” (Morton, 2003: 637)

By the year 1980 the administration of Portillo decided to retreat from its intentions of gradually open the Mexican economy and he rejected to incorporate to the General Agreement of Tariffs and Trade (GATT) Thus, the Government was unable to establish a “coherent course, capable of satisfying the interests of national and internationally linked capital in Mexico”. (Morton, 2003: 638) 

Devaluation, inflation, and reduction of the ability of the system to distribute wealth generated a lost of authority and legitimacy in the Presidency. “The catastrophic end of the pos-revolutionary model of development eroded the capacity (of the Government) to maintain growth and generate the resources to sustain the corporatist and populist policies which allowed to satisfy the demands of the different sectors… that were the base of its support.” (Meyer, 1993: 67) The resulting lack of support from the old corporatist elite paved the way for new corporatist elite to be created, which I will further develop.

Before the closure of its period, Portillo decided to nationalize the banking sector who he blamed for the outflow of foreign exchange currency. This was the “action that reached the ceiling of legitimacy and political consensus for the expropriatory faculties of the State” (Camín, 1989: 35) which resulted in “reinforcing the private-sector opposition, capital flight, inflation and balance of payment problems” (Morton, 2003: 638) thus, increasing the conditions for the Neoliberal strategy of capital accumulation.

Ultimately this Neoliberal “accumulation strategy orientated towards the relations of production” (Morton, 2003: 636) leaned the balance of class forces towards the hegemonic project, which in the case of Mexico was Neoliberalism. Thus, as argued by Morton, the conflict between the hegemonic project of the PRI and Neoliberalism, and the preeminence of the later over the former, lead to the crisis of authority in Mexico, (Morton, 2003) as well as the demise of the authoritarian regime, the reconfiguration of power relations and the rearrangement of the political elite. Looking at these processes is the goal of the next section.

Chapter V Putting the puzzle together

In this Chapter I will further develop the inter-dependence of Neoliberalism and the process of Democratization in Mexico. I will look at how the dynamics of both processes paving the way for the ascendance of a new corporatist elite, which foster the entrance in the Government of a new political elite, and the opening up of spaces for political and societal participation, that ultimately foster the Neoliberal strategy of accumulation of capital. Analyzing the co-relationship of both processes will allow me to depict them as the driving forces for the shifting position of the State-petroleum path-dependent relationship.

The entrance of Miguel de la Madrid (1982-1988) to the presidency of Mexico was the benchmark for the entrance of the so called technocratic governments, mainly characterized by a background in economies with studies abroad, mainly the United States and with an institutional career “which began to alter so that (politicians) associated with banking and finance planning provided the career experience likely to lead to the upper echelons of Government” (Morton, 2003: 638)
The rise of such technocrats ensured that “precedence was accorded to ministries of finance, that would subordinate other ministries and prioritize policies more attuned to transnational economic processes” (Morton, 2003: 639) Thus, increasing the influence of the economic elite which can be linked to the existence of a transnational capitalist class, a banking sector as well as the technocrats in Mexico. It would be these technocratic elite the one that would ultimately alter the State-petroleum traditional relationship, as part of the economic reforms required by Neoliberalism, as I will further analyze throughout this paper.

De la Madrid gave the first steps towards the transition from a populist system of economic protection and corporative regime towards one of market-led economy. “The proposal of De la Madrid was that the modernization of the State would not have to pass through the expansion but through the shrinking of the State” (Camín, 1989: 35) 

Meanwhile, the debt crisis of 1982 result of “expansionary monetary and social policies, persistent overvaluation of the peso, over-dependence on oil exports, a stagnant agriculture sector and inefficient industrial plant” (Wayne, 1985 in Morton, 2003: 638) was “orchestrated, managed, and controlled both to rationalize the system and to redistribute assets” which is nothing else “than accumulation by dispossession.” (Harvey, 2005: 162) 

It represented a fundamental challenge to the statist and protectionist system in force since the 1930s-1940s, and was a cornerstone for the political elite recently settled in the Government to move apart from the previous developmental model and introduce a major economic restructure in line with Neoliberalism. “It was this elite that took for granted the exhaustion of the previous ISI strategy… favouring the adoption of an accumulation strategy of Neoliberalism.” (Morton, 2003: 639)

5.1 The structural reforms

The essential elements behind the economic restructure were “trade liberalization, eliminate restrictions imposed to private property, to adapt the Mexican law to the international norms” (Lustig, Ros, et al. 1998: 514) During the De la Madrid administration the public expenditure was cut; subsidies were eliminated; FDI was promoted; a process of privatization was undertaken
 34% of the shares from the recently nationalized banking sector were sold and part of the national financial market was conceded to a parallel private banking sector which was represented by the brokerage firms, which had as one of its key goals, to further integrate Mexico with North America (Wise, 2004) Hence, increasing the series of neoliberal reforms implemented, as referred before, by the technocratic elite. 

However, during the administration of De la Madrid the budget deficit was equivalent to 17% of the GDP and inflation was superior to 60% per year. “(This) balance of payments crisis of 1985 was used by the economic team as an opportunity to initiate the first stage of a wide program of structural reforms, whose key elements were the trade liberalization and the dismantling of the industrial programs” (Lustig, Ros, et al. 1998: 516) 

Meanwhile, a wave of innovation in the financial services took place which propelled new kinds of financial markets supported on derivatives and all kind of futures trading which meant that “there was unquestionably a power shift away from production to the world of finance”(Harvey, 2005: 33) where even the large corporations engaged in the process of production “became more and more financial in their orientation” (Harvey 2005: 32) Thus, increasing the relevance of the financial elite, due to the referred financialization of the economy. 

In 1986 the prices of petroleum fell again passing from a rate of 25,3 dollars per barrel in 1985 to 11,9 dollars per barrel in that year; the income from petroleum at that point was around 26.2% of the collection of taxes. Furthermore, the real wage fell between 6% and 11% and the treasury lost 13% of its income precisely when an earthquake hit Mexico and forced the Government to undertake extraordinary spending. To make things more complicated, in 1987 the stock market entered into crisis. “What the Mexican case demonstrated (is that) the borrowers are forced by state and international powers to take on board the cost of debt repayment no matter what the consequences for the livelihood and well-being of the local populations” (Harvey, 2005: 29) due to the necessities of the demands of the increasingly powerful financial elite.

“This period of adjustment (1983-1988) generated an increase of income concentration in the upper class” (Lustig, Ros, et al. 1998: 507) It was under these circumstances that in 1986 Mexico’s technocratic elites decided to sign in the GATT organism whose ultimate goal was to get rid of custom barriers
 In this period, the only sector that was benefited from these structural adjustments was “the 10% of the population with the higher income who even had their wealth increased” (Meyer, 1993: 70) thus increasing what Harvey calls the process of accumulation of capital by dispossession where the restoration of power to an economic elite “drew heavily on surpluses extracted from the rest of the (society) through… international flows and structural adjustment practices” (Harvey, 2005: 31) which, in the case of Mexico, was encouraged by the technocratic elite who sought on those changes a way of assuring the continuation of the hegemony and reproduction of the regime.

Hence, Neoliberalism shall not be seen as the only residual paradigm where “the Government of De la Madrid didn’t have any alternative but to undertake the policy of fiscal austerity in order to start the structural changes in the way that was demanded by the neoliberal school” (Meyer, 1993: 69) But rather as “the political project to re-establish the conditions for capital accumulation and to restore the power of economic elites” (Harvey, 2005: 19) thus, being the paradigm that the political elite sought to pursue, partly due to the pressure from the financial elite, in order to achieve their political and economic benefits, through means of embedding Neoliberalism in the society. Hereby, begins “the momentous shift towards greater social inequality and the restoration of economic power to the upper class” (Harvey, 2005: 26)
Certainly some of the structural adjustment’s goals were achieved
. However, the series of privatizations followed by the Government were not precisely equal, or to put it in other words the process of structural reforms that implied the entrance of private capital on areas previously reserved to the State did not respond to the necessities of the market nor the necessities of the society. But rather they responded to the pressure from certain economic actors which had the power of influencing the State in their favor and at the same time the political elite. 
That political elite sought in those structural changes a means of increasing their influence and political benefits, which represented an unequal concentration of wealth where “the vast majority of acquisitions were done by industrial and financial groups well established (in the Mexican society) and various of the privatized sectors were converted in private oligopolistic markets” (Lustig, Ros, et al. 1998: 518) For instance the sell of the bigger Mexican companies exploiters of copper were sold to one unique owner; the brewer industry started to be controlled mainly by two big companies; the beer industry is currently managed by two big brands; the glass industry was, since then, controlled by only one group which controls 90% of the market.

These above mentioned structural reforms that where in line with Neoliberalism, that started to take place hand in hand with the process of Democratization paved the way for the call for private investment in the petrochemicals industry as well as the division of the Mexican Petroleum Industry (PEMEX) in four subsidiaries which ultimately permit the Executive branch to try to deliberately separate from its traditional relationship with petroleum which had its breaking point, as we will see, with the President Calderon in 2006.

5.2 The regime on crisis

The trend that the Government had pursued in line with Neoliberalism from the early 1980’s created a discontent within the Governmental party. Such discontent was manifested in the breakdown of the PRI. Thus, the creation of a counter movement, the Democratic Renovation Movement created in the mid 1986 which after allying with other leftist parties they created the Democratic Revolution Party (PRD) in May 1989. This movement was led by old Priistas who “clung to the old statist and nationalist position” and that were opposed to the then “recent economic reforms and dismantling of the old corporatist arrangements” (Teichman, 1997: 143)

That movement had as its ultimate goal to stop and reverse the State’s shift towards a market-led economy and bring it back to the Statist model and its previous political arrangements. In the 1988 presidential elections, they competed against the traditional party PRI in a rather turbulent campaign which resulted in the selection of the candidate of the PRI. 
However, this election was, according to some authors, the first significant blow that the system had received (Camin, 1989, Meyer, 1993 Teichman, 1997) This contested process represented two clear things: that there was an environment of increasing crisis of the system and that for the first time of the history of the regime, the Congress would have more than one third of the seats occupied by the opposition
. As a result, a new legal instrument had to be elaborated: the Federal Electoral Commission called for a national forum of public consultation regarding the electoral reform which resulted in the reform of the article 60 of the Constitution establishing that the electoral process would take place through a public organism, whose goal was to make the electoral system more citizen oriented (Legislativa, 2004: 3), thus creating in 1996 the Federal Electoral Institute (IFE) 
Therefore, the new Government had to pay for the effects of the economic crisis and pressure from the financial elites by having to transform the traditional electoral process in a more competitive one.
Building on theories of accumulation of capital, where the success of the Neoliberal accumulation of capital “relies upon the complex relations among different fractions of capital as well as the balance of forces…hence the importance of a hegemonic project” which is grounded “not only in the economy but in the whole sphere of state…relations” (Morton, 2002: 636) I argue that the Presidency in alliance with the political as well as economic elites, sought to increasingly guarantee the embeddedness of Neoliberalism through a series of reforms. 

This was possible due to the fact that “the economy confers on these few individuals immense economic power to influence political processes” (Harvey, 2005: 34) Thus, the owners of capital became one defining factor of the policies and structural changes undertaken from that point on, which was done through a process of changing the relations of production but without fundamentally changing the political order and at the same time through a redistribution of power and rearrangement of elites in which the emergent financial capital have seen their power as well as influence restored “where real predominance is concealed behind a veil of consent” (Morton, 2003 :635)

Thus the 1988 election was then a clear signal of the ineffectiveness of the traditional corporative and clientelistic methods in ensuring votes for the PRI. Stabilization and neoliberal economic reforms have deepened existing divisions within official organizations and created new ones. Such rearrangement of the political elite would represent a regain of legitimacy to the Government which would pave the way for supporting the Executive intentions of increasing private capital in the petroleum sector, which will be further discuss in this paper. 
5.3 The Government’s way of recovering its legitimacy 

Despite that ineffectiveness of the traditional methods to assure votes for the official party, the State apparatus was able to partially, though effectively, recover from the great blow it received in the 1988 presidential election. The PRI, created under the Salinas administration (1988-1994) the National Program of Solidarity (PRONASOL) and the Program of Direct Support to Land (PROCAMPO). 
The former sought to combat some of the most evident symptoms of poverty: health, sanity, medical assistance, education, housing, alleviate extreme poverty by providing matching funds for locally generated projects, among others. The latter sought to give direct subsidies to producers of beans, rice, corn, soya and cotton in a process of transition which guaranteed that the prices would be removed. 
However, these programs, had the ultimate goal of maximizing the political advantages of the program: increase of support from the society. The literature on PRONASOL (and PROCAMPO) agrees that Solidarity funds were spent with the objective of ensuring PRI electoral strength and that the program was fairly successful in this regard” (Teichman, 1997: 138) Hence, “PRONASOL was crucial to maintaining the lagging effect of the PRI’s hegemony because it provided the political conditions for sustaining the neoliberal accumulation strategy, through a modernization of populism and traditional clientelist and corporatist forms of co-optation” (Morton, 2003: 644)

The process of Democratization as well as Neoliberalism, when it “clashes with the need to restore or sustain elite power… becomes so twisted as to be unrecognizable” (Harvey, 2005: 116) in Mexico, those processes have taken place as long as they serve the requirements of the Neoliberal strategy of accumulation of capital, the political elites to reproduce their power in the long run, and maintenance of the hegemony, which makes “the representatives of the public interests, in employees of the interests of the private capital” (Dresser, 2009)

The process of Democratization has indeed represented the opening up of spaces of political participation but at the same time “creating obstacles and disincentives for political mobilization that affect poor more severely than other groups” (Holzner, 2007: 91) However “the inclusion of new social groups within the hegemony of a political order has not bring an expansion of mass control over politics” (Morton, 2003: 634) The State then “once neoliberalized, becomes a prime agent of redistributive policies” (Harvey, 2005: 163) benefiting the financial elite. The process of Democratization has prevailed hence, as long as it assures legitimacy, the continuity of the hegemony and the process of accumulation of capital.

5.4 The rearrangement of political elites

The administration of Salinas, after the 1988 elections and the attrition of the system, started to look for the alliance with the third political force in Mexico: the right-wing National Action Party (PAN) The PAN had a similar position with the PRI in relation to giving a great relevance to the reform of the economic system. The PAN decided to have a coalition with the PRI.

In the State and municipality elections, after the 1988, some triumphs from the PAN were accepted although it took several mobilizations that threat with the usage of violence for the Government to accept those triumphs. The informal arrangements among the PAN and the Government gave the right wing party its first governorates.

However, this opening process was far from being egalitarian, as it can be seen with the anti-cardenista measures undertaken by the Government which, after seeing the force of the National Democratic Front (FDN) in the 1988 elections, knew the imminent necessity to stop this new political force emerged from inside the PRI if they aimed at the persistence of the system and specially the sustainability of the economic reform. “Using a wide variety of legal and illegal legitimate and illegitimate measures, (the Government) was able to put the PRD under a process of erosion” (Meyer, 1996:  77) Example of this is the fact that non of the governorates were recognized to the PRD giving as a result that in the 1991 election only a 8.25% of the votes to the PRD were actually recognized obtaining only 41 Deputies in the Congress and few mayoralties. Furthermore, there was a clear assault of the Government against the PRD (150 murders were committed against the PRD in this period according to official numbers
) As a result of this repression, and usage of fraudulent measures as well as manipulation against the opposition, the PRI was able to recover by the year 1991 (the PRI received 61.48% of the votes for the Congress in that year). 

Thus, the opening up political spaces to another political force had a double purpose: the first one was to continue with the economic as well as political reforms in line with Neoliberalism which is “associated with the restoration or reconstruction of the power of economic elites” (Harvey, 2005: 19) and that “after 1992 catapulted a few individuals (such as Carlos Slim) almost overnight into Fortune’s list of the world’s wealthiest people.” (Harvey, 2005: 17) 

Thus, allowing the increase of influence of the economic elite as well as the increase of benefits for the political elite (the traditional one: the PRI; and the relatively new: PAN) and the second one was to maintain the reproduction of the regime, furthering State power and maintaining the hegemony “so that changes in production relations are accommodated within existing social and institutional forms but without fundamentally challenging the established political order” (Morton, 2003: 632)

The rearrangement of the balance of powers was lean towards a political party which was more in line with the interest of the financial capital (PAN). Furthermore, it had the infrastructure, resources and the political and social environment in its favor, as well as a “generalized dissatisfaction of the Mexican society” against the administration of the “formerly hegemonic political party PRI” (Meyer, 1993: 76). 

Having these elements on mind will help us to unravel the ultimate goal of this paper: to understand the driving forces behind the change of the Executive brand with regards to the traditional path dependent relationship with petroleum.

5.5 The end of the clientelistic and corporatist networks?

During the Government of Salinas the traditional corporatist and clientelist arrangements, which were based on a hegemonic organization (such as the CTM or the CNC) were faced with the neoliberal reforms undertaken under its administration where “both stabilization and neoliberal economic reforms have deepened existing divisions within official organizations and created new ones. By exacerbating such divisions, the state pursued a strategy of weakening official organizations” (Teichman, 1997: 138) 

According to Ilan Biizberg, the Mexican corporatism was a “homogenizing, centralizing and hierarchical structure” (Ilan, 1990: 726). However, the modernizing tendency (encouraged by Salinas) was directed towards the flexibility and heterogeneity of that corporatism whose final goal was to try to adapt it to the new circumstances. This implied the creation of new labour unions which would have a positive attitude and “would not complain against the wage cut or linking the salaries to the production and the (new) political economy of the Government” (Meyer, 199:77)
Example of the changes performed under the Salinas administration was the conflict between the union leaders of PEMEX and the president; after a serious of reforms the President started to systematically reduce the power of the union of PEMEX workers leaders by decreasing their influence, their right of exclusivity to get new contracts in land drilling, installation and infrastructure, get rid of the PEMEX obligation to subsidize union stores and its obligation to pay 2% of the value of all outside contracts to the unions social works.  In 1991 an agreement put an end to the ability of the union to allocate jobs and promotions. Neoliberal economic reforms have accelerated the disintegration of the old state/party corporatists/clientelist relationships that depended upon a stratified system of political intermediaries (Teichman, 1997: 131)

The political measures undertaken by the President Salinas to get rid of some corrupted governors and corporatist leaders had mainly two purposes: to pave the way for the creation of an environment of renewed will and to create a façade of commitment from the Government to destroy the interests created in the name of the Neoliberalism. Those measures included the imprisonment of the leader of the petroleum syndicate Joaquín Hernandez Galicia (la Quina); the banker Eduardo Legorreta; chief of the police Antonio Zorrilla; the removal of Carlos Jonguitud factual leader of the SNTE (the biggest syndicate of Latin America) and some other governors, all of which restructured the discipline within the traditional corporative structures as well as reaffirming the preeminence of the Executive branch. 
This quick recovering of the presidential power was done through the “disarticulation of the state-labour alliance in favour of the overriding interests of capital” (Morton, 2003: 641) and the construction of a new network of internal and external alliances which were functional to the neoliberal project.
Thus, this deliberate strategy from the Government to reduce the power of the old corporatist organizations and constructing a new network of internal and external alliances was nurtured by the Neoliberal “oligopolistic economic structure in which the upper class is devoted to the extraction of rent, based on complicities and collusions allowed by the Government and through which it also gets benefited” (Dresser, 2009)

The Government had to initiate a purge of the regime due to the necessity of legitimacy and implementation of the structural changes. However, that purge although it implied to get rid of certain clientelist organizations and its leaders that had an evident background of corruption and impunity, did not aim at implementing an impartial purge of those actors. As a matter of fact, the actors over which such purge was carried out, were only those that represented an obstacle for the accomplishment of the structural changes claimed by the financial elite as well as the political actors, as can be seen in the case of the imprisonment of the leader syndicate of PEMEX La Quina who withdraw its support from the candidate of the PRI in the 1988 elections. Thus, “changing internal balance of class forces within (the) state” (Harvey, 2005: 116) creating a new network but without really threatening the corporatist base of the Government. 

Building on theories of accumulation of capital, it can be said that those changes have been a product of an effort to maintain the hegemony; a restructuration of the political arrangements as well as the relations of power in relation with the transformation of the social relations of production and the process of accumulation of capital. The Government maximized the support of this new corporatist network to boost the energy reform as will be further discuss. 

5.6 Furthering economic reforms

Given the fact that the external debt was one of the greatest problems that the Government faced during the 1980s and as a result of the fall of petroleum prices in 1986, Mexico found itself in the necessity of finding new sources of finance. Thus, the Government signed the Baker plan, in which the Secretary of Treasure of the USA provided 29 billion dollars for the 15 most indebted countries, including Mexico; additionally, the WB provided 2.3 million dollars in what would be the first of various loans of structural adjustment received from that institution.

Notwithstanding, by the late 1980s, there was an increase of speculation against the Mexican peso, which took place after the stock market crisis of 1987. According to some authors the Government blamed the high levels of inflation as the responsible of that inflation (Lustig, Ros, et al. 1998), which lead it to implement the Economic Solidarity Pact (PSE) This pact sought to reduce the inflation to a rate of 2% per month by the end of 1988, through fiscal discipline, tight monetary policy and trade liberalization. The crucial elements of PSE were: “Government’s pledge in favour of the acceleration of privatization and de-regulation; the centrality awarded to the CCE; and the use of large retailers’ market… to further ensure the participation of business elites” (Morton, 2003: 640)
At the beginning of the 1990s the Solidarity Pact had achieved to stop inflation. However, from 1989 onwards the rate of growth of the GDP started to decrease until it reached a negative rate in the year 1993. The trade reforms were not able to attract the necessary capital flows, making the recovery of the Mexican economy dependent on the foreign savings to finance the surplus of the trade balance associated with the highest levels of economic activity. 

The CCE became pivotal in the implementation of PSE “Little wonder that the class interests represented by CCE had a huge impact on the policies implemented by the PRI, including increased privatization.” (Morton, 2003: 640) This dependent relation of the Government on financial capital to recover, emphasized the importance of the financial elite over the Government to undertake such measures in order for them to accomplish the three main goals required for the needed recovery: “reduction of the internal debt; encourage the repatriation of capitals and the attraction of new foreign investment” (Lustig, Ros, et al. 1998: 512). 

In an intention to further increase the opening of the economy to the market rational and achieve reciprocal trade liberalization agreements with Canada and USA, Salinas pursuit and agreed on the signature of NAFTA which entered into force on January 1, 1994. This agreement “was especially important in further reducing trade and investment barriers and in opening up previously protected areas to North America products and investment” (Teichman, 1997: 130) and ”to establish mechanisms protecting the property rights of foreign Investors” by giving “US and Canadian companies the same treatment offered to Mexican firms” (Harber, 2008a: 76) Thus, harming the more disadvantaged industries and conditioning it to the fluctuations of the market i.e. “cigarette, textile, footwear and electrical machinery manufacturers all went into decline” (Harber, 2008a: 71) as well as having a rather negative effect in the agricultural sector, which as a result of the economic pressure “the manufacturing wage gap between Mexico and the United States have produced a dramatic increase in migration to the USA” (Harber, 2008a: 86) 
By the year 1994 Mexico suffered “the worst economic crisis since the Great Depression” (Lustig, Ros, et al. 1998: 503) On December 6, 1994 the international reserves had severely fallen. In the face of this situation, the Government called for an extraordinary meeting of the Solidarity Pact in which it was agreed to raise the upper band of fluctuation of the dollar to 4 Mexican pesos per dollar. “The next two days 5 billion dollars abandoned the country” (Lustig, Ros, et al. 1998: 526) As a result, the exchange rate passed from 4 to 7,55 Mexican pesos per dollar in a period of two months. 

“Financial crises have always caused transfers of ownership and power to those who keep their own assets intact and who are in a position to create credit” (Toussaint, 2003: 21) In Mexico it was the banking sector –arguably because of protecting the sound economy- the one that the Government (as a result of the recommendations of financial institutions in line with Neoliberalism) decided to rescue through the bail out of the private banks and put the weight of payment over the society.  This was the scenario under which the Salinas administration would take over the Government.
5.7 Furthering political reforms

The call from the economic elite as well as from the opposition and the society in general had a severe impact in the Government. In 1994 the Congress adopted a new legislation in which the Federal Electoral Institute´s General Council was open to ten nonpartisan citizen representatives (consejeros ciudadanos) which paved the way for the opposition parties to increase more their representation; the reform also gave the Federal Electoral Tribunal and IFE’s General Council the responsibility to certificate the federal elections for deputies and senators  Furthermore, the reform authorized international election observers to verify the elections.

Additionally, the 1996 electoral reform eliminated Government’s control over the organization of elections and ballot counting by establishing the Federal Electoral Institute as fully autonomous body, besides making the Federal Electoral Court (TEPJF) exclusively responsible for certifying the results of federal elections and strengthened its role in resolving allegations of electoral fraud. 

“Once PRI administrations could no longer control information, directly organize elections, count the votes, and certify the winners, the Government lost the ability to determine electoral outcomes and the PRI’s grip on national power began to slip rapidly” (Haber, Klein, et al. 2008b: 150) Indeed these severe reforms were a manifestation of a serious decline of the authoritarian regime in Mexico as well as a stepping stone towards the demise of the Presidential power as the supreme and uncontested authority in Mexico. 

Furthermore, it represented the downturn in the conformation of the structure of power, given the fact that both locally and nationally a series of reforms had to be done which implied the diminishing of both the centralized power of the State and the concentration of power in the traditional political elite. Notwithstanding, even though there was a change in the conformation of the political and economic elites and even some spaces for political and societal participation were open for a wider variety of actors to be involved, the members of the Government “look to assure a minimum degree of economical growth to keep social stability but without altering the existent correlation of forces” (Dresser, 2009) Such reforms paved the way for the accumulation of capital paradox, that I will latter explain.

5.8 The second privatization wave

A wave of privatizing policies under the Salinas administration meant a further increase of influence of the economic elite. Under such measures it is noteworthy the opening of the agricultural sector to the market forces which implied that the guaranteed prices were abolished for all products except corn and beans. 

By the end of 1991 the Government had already sold “nine out of the eighteen banks previously owned by the State (including the two most relevant ones: Banamex and Bancomer) for a total of 1,120 million dollars” (Wolfson and Lustig, 1998: 513) At this point it was clear that the financial elite were completely established. Thus, this re-privatization was one of the mayor accomplishments of the Salinas administration in relation to the consolidation of the political and economic elite alliance which “yielded approximately US $12 billion between 1991 and 1993.” (MacLeod 2005: 56)

Such privatization wave implied that the Government started to give concessions to the private companies in order for them to operate in certain areas of the economy which remained public (at least in the name) i.e. the privatization of CONASUPO; the sale of companies that provided technological support; of the telephone company (TELMEX); of the remaining steel companies; the airline (AEROMEXICO). Furthermore, between the year 1990 and 1993 around fifty areas that were previously administered by the State were deregulated i.e. transportation, customs, domestic commerce and sale of various agricultural products. 

Most importantly for the analysis of this paper were the two changes, under the Salinas administration, of the petroleum industry: the reclassification of petrochemicals by making the division between basic and secondary petrochemicals (15 products were reclassified as secondary) which opened up those products to private and foreign investment; and the issuing of the Organic Law of Mexican Petroleum and Subsidiary Organism in 1992. Through it PEMEX were established as a decentralized organism of the Federal Public Administration, responsible of the national petroleum industry restructuring it in four subsidiaries each one of which signs a different labor agreement that “further diminished the national strength of the union” (Teichman, 1997: 133)
Additionally, severe cutbacks meant that between 1989 and 1992, PEMEX’ labor force was reduced from 212,000 to 150,000. Even though these measures represented a clear intention of the Executive branch to gradually separate from its traditional path dependent relationship with petroleum, there are two reasons why it was not yet the breaking point in that relationship: first because, even though it allowed the entrance of the private sector in an activity previously reserved to the State, it did not represent the entrance of the private capital to the petroleum industry to the extent of increasing their accumulation of capital through the direct exploitation of petroleum; second because it was not a direct attempt to allow the entrance of private capital in the exploitation of petroleum in fact, the “rhetoric of such opening was to increase the capacity of the minimalist state to serve its true revolutionary purpose: ensure the needs of the society.”(Meyer, 2008: 28) However, these changes were indeed a catalyst for the further breaking point of that path-dependent relationship.
5.9 The temporal paradox of capital accumulation
The Zedillo administration (1994-2000) responded to the economic crisis of 1994 with a bailout of the banking system through the Government’s deposit insurance agency, FOBAPROA. By 1997 the cost of the State of rescuing these same banks and restructuring their debt was estimated at more than US$ 60 billion dollars and by 2001 the cost of the financial bail out had ballooned to US$115 billion dollars, roughly “10 times the amount the state received when the banks were sold” (MacLeod, 2005: 56)

The economic policies undertaken during the Zedillo’s administration rather than being a shift or break from his antecessor, they were a continuation of those Neoliberal reforms. However, the series of political reforms during his administration are rather significant. 

The traditional Presidential authority, started to be seriously diminished. Meanwhile, the opposition started to have an increase of victories at the State and local level as in the case of the 1997 mayoral elections in which the candidate of the PRD resulted elected. These were ultimately, as I have shown throughout the paper, a result of the necessities of the new political elite, corporatist arrangements, and the pressure from the financial elite to open up the electoral system in order for the political forces to be settled in the Government. 

Zedillo tried to further increase the power of the new corporatist arrangement as well as decreasing the old Statist/corporatist relationship was done during the Zedillo’s administration. Example of this is the increase of power of the trade union CT and the SNTE. As in the case of the Salinas administration, the relatively new corporatist elite that was benefited was the one that sought in Neoliberalism a way to increase their influence, power and specially political benefits i.e. the signature, in 1995, of an agreement between the strongest new corporatist elite CTM and economic elite in Mexico (Canacintra and Coparmex) in which they promised, in line with Neoliberalism, to avoid strikes, layoffs, and plant clusters which has been called “corporatism without government” (Samstad, 2002: 14)

The 1997 elections are fundamental for the process of Democratization in Mexico. During those elections the PRI lost the majority in the Deputies Chamber at a federal level. As a result of these elections, the PRI was able to keep only 239 seats whereas the PAN got 122 and the PRD got 125. Thus, the President was, since then, unable to unrestrictedly implement Constitutional reforms. This became what I call the temporal paradox of capital accumulation, which I explain now.

The embeddedness of Neoliberalism implied, as it was previously shown, a series of structural changes and economic reforms which “did not involve the dismantling, or retreat, of the state, but the rearrangement of social relations into a new hierarchy” (Morton, 2003: 6464) though it was a shift away of the State as the provider of services and distributor of wealth par excellence which paved the way for the openness of the Mexican economy towards an export-oriented and market-led economy. At the same time the process of Democratization nurtured by Neoliberalism implied that the strongest mechanism to implement such changes throughout the 1980s and 1990s (the lobbying and coercive power of the Executive branch as well as its authority and legitimacy sine qua non) was fragmented. 
Thus, the 1997 election was a cornerstone due to the fact that for the first time since the establishment of the authoritarian regime the President would not be able, from that moment on, to unrestrictedly undertake the reforms –specially the constitutional ones- that were necessary for the furtherance of Neoliberalism.

This was the paradox that the authoritarian regime, together with the financial and clientelistic elite, faced when they tried to implement a Constitutional reform (august 1997) which aimed at reforming the article 27 of the Constitution, claiming for the openness of the petroleum sector to the private capital mainly in the exploitation, transportation and storage of petroleum. The President was unable to achieve the required consensus for that reform to have taken place. In fact, the political parties in the Congress end up postponing the discussion of that proposal of reform for the rest of the sexenio, trying to wait for the change of President in the 2000 elections at the expectation for a change of the political environment. 

Due to this paradox, and despite the clear intention of the Executive to allow the entrance of the private capital to the oil industry, such reform was not accepted. Thus, it can not be considered the breaking point of the State-petroleum path-dependent relationship. However, it was the benchmark of the Executive to further attempt to accomplish that reform during Fox and Calderon administration. 

5.10 The demise of the authoritarian regime

The cornerstone in the Mexican authoritarian regime was the 2000 Presidential election, in which after 71 years of PRI’s Government, the right-wing party PAN won the election with an indisputable majority
. This moment has been largely referred to as the transition from an authoritarian regime towards a Democratic one in the history of the Mexican politics (Barracca, 2004; Beer, 2002; Carpizo, 2002; Elizondo, 2003; Haber, Klein, et al. 2008; Klesner, 2001; Pastor, and Wise 2005; Reynoso, 2002; Samstad, 2002)

However, as I had argued throughout this paper, such event was indeed part of the Democratization process that started to take place since the 1980s and which was nurtured by Neoliberalism and indeed is understood here as the moment in which the interdependence between both processes became more evident than ever before. It is worth mentioning though that the relationship among the political elites and between the political and economic elites in Mexico has never been ease. As a matter of fact, it has been the relations of power and the predominance of some interests over others where despite “the tensions between them, they nevertheless possess a certain accordance of interests that recognizes the advantages to be derived from Neoliberalism” (Harvey, 2003: 36) the reason why in Mexico the political arrangements have been possible.

During the administration of Vicente Fox (2000-2006) the energy reform was one of the more debated issues, together with the other three main proposals of his administration: a major tax reform, increase the measures which would allow FDI in electrical power generation and a reform of the federal labor code, proposals of reform which were an intention of furthering the Neoliberal reforms that his antecessors had already started. 
In an intention to prevent the rejection of the energy reform from the Congress (as it happened with his antecessor) the then president Fox decided to call for a  reform, in 2001, of the Public Service Law of Electric Energy to increase the participation of private capital in that sector. This strategy was based in the fact that the legal framework did not require the approval of the Congress to reform that law, thus trying to block the opposition through legal means. Notwithstanding, the Congress found its initiative as a violation of the Constitution as well as a direct aggression to the Assembly due to the fact that this reform was issued when both of the Cameras were in recess. 
As a result, the Congress promoted a Constitutional controversy before the Supreme Court of Justice which failed, in April 2002, against the Executive branch for invading functions of the Legislative branch as well as violating the Constitution. Given the failure of this initiative, Fox tried to go back to the Zedillo’s initiative without making any significant change to it (broadly calling for participation of private capital in the generation, transportation, distribution and commercialization of energy)

However, the same paradox of State-petroleum relationship was reproduced and the Legislative branch rejected such reform arguing that it was against the interests of the society. 

The President was able to introduce the Contract of Multiple Services through which the law allowed private participation in the production mainly of gas. Despite the fact that during this administration there was again a clear attempt to ultimately change the State-petroleum path-dependent relationship, it did not change the process of accumulation of capital of the private elite. Thus, it can not be seen as a breaking point of the State-petroleum path-dependence relationship.
5.11 The breaking point of the State-petroleum path-dependent relationship 

As mentioned before, the energy reform proposed by the Executive branch in 2006 sought that the processes of exploration, extraction, storage and refining of petroleum were subject of bidding by transnational corporations thus, claiming for a Constitutional reform.

Unlike its two antecessors, the current President of Mexico was able to submit its reforms to the Congress. However, the process was in no way straightforward. As a matter of fact it took several months, a political and social mobilization, involvement of social, political as well as economic actors, lobbying at different layers, strikes as well as several accusations between the political parties, for a rather problematique reform to be accepted. 
PEMEX remained as a State company managed and administered by experts hired by the State (though they may come from the private sector) and even though the ownership of petroleum ultimately remains in the hands of the State, this reform indeed represents the breaking point of the State-petroleum path dependence relationship because of two reasons: the clear intention of the Executive branch to separate from that traditional relationship where “the creditors are more owners of the company (its assets) than the nation (which owns the actual petroleum)” (Lascano, 2008: 51); and second because that reform did change (although not as it was expected) the process of accumulation of capital of the economic elite through their further involvement with petroleum. 

Such involvement implied the entrance of private capital in the refining, transportation by ducts, storage and distribution of petroleum and derivatives making all the hydrocarbons sector in a big maquila where they modify the word concession by permission to create the façade of not violating the constitution. Hence, outrageously opening up the private capital to invest and receive profits out of dispossessing the Mexican society of their so called “black gold”

Conclusion

In this paper I have try to build a link of apparently unrelated facts that provide evidence that the reasons behind the recent energy reform were not those claimed by the Executive branch and its cabinet:  lack of cutting edge technology, requirement “to increase the speed for discovering new reservoirs… to reverse the decline in production” (Hinojosa, 2006: 3) insufficient infrastructure, the shortage of petroleum and increase of demand that require Mexico to find the treasure of the deep sea. But rather the driving forces where Neoliberalism and the process of Democratization in Mexico. 
Neoliberalism and its strategy of accumulation of capital by dispossessing the societies started to embed in Mexico, as shown before, in the late 1970s and mainly since the ascendance of the technocratic governments and the series of structural and economic reforms. These paved the way for the increasing power of the financial elite and its increase of influence on the decision making of the Government 

Together with this process (and largely nurtured and encouraged by it) it took place a process of Democratization in Mexico. Such process represented in a nutshell: the erosion of power of the Executive branch (once the uppermost decision maker), the gradual demise of the authoritarian regime, the rearrangement of the corporatist class, the openness and creation of an increasingly efficient and autonomous electoral system, the openness of certain -though restricted- spaces for societal and political participation, 

The co-relation of these processes has implied a change in the social relations of production and a continuation of hegemony which “has not necessarily meant the restoration of economic power to the same people” (Harvey, 2003: 31) increasing the influence and benefits of the economic and political elite. These dynamics meant a shift away from the traditional public ownership of petroleum towards an increasing private investment. 

Hence, even though the ownership of the petroleum remains to the nation (as still stipulated in the article 27 of the Constitution) the energy reform approved by the Senate, implies a change in the relations of production of the petroleum industry, an increase of constrains in the PEMEX company, increase of influence of the private capital in the development of the industry, which ultimately terminated with the State-petroleum path-dependent relationship. 

Further analysis may be required to understand the political alliances behind the energy reform as well as the implications of that reform for the political economy in Mexico and the potential effects for the society. 

The Government has moved its position of public ownership towards private investment due to the deliberately increased Neoliberal strategy of accumulation of capital largely possible by the process of Democratization even against the benefit of the gross of the society.  Thus, the detachment of the Executive branch from its traditional relationship with petroleum is ultimately a manifestation of the increasing power of the financial capital in Mexico and the political elite which is in line with the Neoliberal project.
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Neoliberalism and the process of Democratization in Mexico


Driving forces for the 2006 energy reform








� All translations to English where made by the author


� The Federal Law of  Political Organizations and Electoral Process (LFOPPE); the 1988 Presidential elections; the 1994 political reforms; the 1997 Legislative elections, and the 2000 Presidential elections


� In the year 1921 the production of barrels of petroleum was 193,397,587, the biggest in the period before the petroleum expropriation.  


� The external private capitals in the petroleum sector located in Mexico produced more than 90% of petroleum from 1901 until 1938, whereas the Mexican capital in this same period  was only between 1 and 3%


� It separated the ownership of soil from the ownership of hydrocarbons conferring the last one to the nation


� Series of meetings held in Mexico for 5 months between the presidents of Mexico and the United States that were agreed on march 14, 1923


� It sought to request to the foreign oil companies settled in Mexico the same salaries and provisions to the national workers as to the foreign workers of the oil industry.


� Which broadly refers to an institutional pattern that refers over a certain period of time


� Taken from Duménil, G. and D. Levy (2001). "Costs and Benefits of Neoliberalism. A Class Analysis." Review of International Political Economy 8(4):599


� In this period 743 companies were privatized, passing from 1155 companies in the 1970s to 412 by the end of 1987


� In 1985 the average tariff to Mexican imports were equivalent to 23.5% of the price of the product; by the mid 1988 they represented 11% and the imports that required license passed from 92% to 23% in the same period.


� The non-petroleum exports raised from 5.500 million in 1981 to 16.000 million in 1990 and the productivity of labor raised from 1,2% between 1980 and 1985 to 1,8% between 1985 and 1989 (Ros, 1994 in Lustig and Wolfson, 1998: 519)


� According to the Federal Electoral Commission, Carlos Salinas (PRI) received 50.74% of the votes; Cuauhtémoc Cárdenas (FDN) received 31.06% and Manuel Clouthier (PAN) received 16.81%. Thus, 240 seats in the Chamber of Deputies (out of 500) were kept by the opposition.


� Rosalba Garavito, Coordinator of the Legislative Group of the PRD in Congress, (newspaper El Financiero, January 26, 1993)


� PAN received: 42.52%;  PRI received 36.11% and PRD received 16.64% 
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