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Mexico 

1. Economic situation 

An improved macroeconomic policy framework put Mexico in a strong position to 
weather the economic crisis. Prior to the crisis, economic growth was higher than the 
OECD average and public debt was on a downward path. 

After being hit hard by the economic downturn in 2008-09 (Figure 1A), the Mexican 
government introduced a discretionary stimulus package in 2009 to counter the crisis. 
Revenues declined due to the economic contraction and dropping oil revenues resulting 
from lower oil production and prices. The fiscal deficit rose sharply from 1.1% of GDP in 
2008 to 5.2% in 2009, when adjusting official statistics for the use of non-recurrent 
revenues such as savings in the oil stabilisation funds and those from Mexico’s oil hedge 
(Figure 1B). Public debt increased slightly, though still low compared to the OECD 
average (Figure 1C). 

Mexico is experiencing a strong economic rebound on the back of strong export 
growth, in particular exports to the United States. The OECD projects the economy to 
grow by 4.4% in 2011. 

Figure 1. Key economic indicators 
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Figure 1. Key economic indicators (cont’d) 
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Notes: Mexico’s fiscal balance is public sector borrowing requirement, as defined by the OECD, which 
includes central government and public enterprises’ borrowing requirements as a per cent of nominal GDP. 
The public sector borrowing requirement differs from the government’s definition of the deficit in that it 
excludes non-recurrent revenues (one-offs) and pure financing operations, such as withdrawals from the oil 
stabilisation fund. Mexico’s public debt is historical balance (annual average) of the public sector borrowing 
requirement, which includes central government and public enterprises’ borrowing requirement as a per cent 
of nominal GDP. Numbers are taken from Table 1 of OECD Economic Surveys: Mexico 2011 (forthcoming). 
OECD fiscal balance and public debt are general government fiscal balance and net financial liabilities. 

Sources: OECD (2010), “OECD Economic Outlook No. 88”, OECD Economic Outlook: Statistics and 
Projections (database), doi: 10.1787/data-00533-en; OECD (forthcoming), OECD Economic Surveys: Mexico 
2011, OECD Publishing, Paris. 

2. The government’s fiscal consolidation strategy 

Mexico is currently undertaking a plan for fiscal consolidation. A tax reform was 
approved in 2009 aiming at, according to the authorities, compensating declining oil 
revenues after experiencing reduced oil production from 2004 to 2009. The programme 
also implies a moderate growth in public expenditures and includes measures for 
rationalising administrative expenditures in order to free fiscal space for investment and 
social expenditures. 

The government intends to gradually reduce the fiscal deficit, excluding investments 
from the state-owned oil company PEMEX, and to restore balance in 2012. 

The fiscal deficit, including PEMEX’s investments, decreased significantly in 2010 to 
2.8% of GDP and is further targeted to decrease to 1.8% in 2014 (Figure 2A). The 
government expects public debt, including PEMEX’s investments, to stabilise at a level 
of around 35% of GDP in 2010-12 (Figure 2B). 

The bulk of the fiscal adjustment is front-loaded in 2010-11 (Figure 2C), relying 
mostly on revenue-enhancing measures (Figure 2D). The tax reform led to increased tax 
rates for inter alia the value-added tax, corporate income tax and personal income tax, 
with an aim to make the budget less dependent on volatile oil revenues. The government 
states that it chose a broad-based increase in revenues, i.e. without concentrating on a 
particular type of activity or source, in order to minimise possible distorting effects. 
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To contain expenditure growth, the National Public Expenditure Reduction 
programme was launched in 2010. The programme intends to trim administrative and 
operational expenditures by MXN 40 billion in 2010-12 and to redirect savings to social 
policy programmes. In addition, the growth rate of total expenditure for the period 2011-
14 will be lower than that of revenues. The government expects this will contribute to 
reducing the public deficit by 0.3% of GDP in 2011 and by 0.5% of GDP in 2012. 

Figure 2. The government’s planned fiscal adjustments 
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Notes: Figures correspond to the central public sector including allocations to stabilisation funds. Fiscal 
balance includes PEMEX investments, as defined by the government. Public debt is central public sector net 
debt, as defined by the government. Fiscal consolidation is cumulative consolidation as a per cent of GDP. 
The composition of the contribution to fiscal consolidation is expenditure reductions and revenue 
enhancements (total = 100%). OECD calculations. 

Source: “OECD Fiscal Consolidation Survey 2010”. 
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3. Major consolidation measures 

The most important revenue measure is the increase in the VAT rate by one 
percentage point to 16%, bringing expected extra revenue of about 0.6% of GDP in 2010-
11. Increasing the tax rates of corporate income tax and personal income tax will also 
enhance revenue by 0.5% of GDP in 2010-11. 

Table 1. Major consolidation measures  

Millions MXN (% of GDP1) 

  2010 
implemented 

2011 

Revenues   
90969.3 

(0.70) 
74668.2 

(0.58) 

VAT Increasing the tax rate from 15% to 16% 
56259.3 

(0.44) 
16942.0 

(0.13) 

Income tax 

Raising the corporate income tax rate from 28% to 
30%;increasing top rate of the personal income tax 
from 28% to 30%; income tax rate for agricultural 
producers from 19% to 21% 

35382.2 
(0.27) 

32287.5 
(0.25) 

Excise taxes 
Extra excise taxes on alcohol, lotteries, games and 
cigarettes; Introduction of a new excise tax on 
telecommunications 

8562.9 
(0.07) 

10625.6 
(0.11) 

Cash deposits tax Raising the tax rate from 2% to 3% 
-9335.0 
(-0.07) 

10625.6 
(0.08) 

1. OECD calculations using OECD forecasts of nominal GDP for 2010-11. 

Source: “OECD Fiscal Consolidation Survey 2010”. 

Table 2. The government’s fiscal consolidation plan 

% of GDP 

Fiscal consolidation  
2010 

implemented  
2011 2012 2013 2014 

Consolidation measures (cumulative) 0.7 1.5 2.1 2.2 2.3 
Total deficit/surplus1 -2.8 -2.5 -2.0 -1.9 -1.8 
Total deficit/surplus2 -0.8 -0.5 0.0 0.0 0.0 
Total level of debt3 35.2 35.1 34.8 34.3 33.7 
Total level of debt4 30.9 30.7 30.1 29.5 28.8 
Composition of fiscal consolidation (total = 00%)      
Expenditure reductions5 0 36% 83% 100% 100% 
Revenue enhancements 100% 64% 17% 0 0 

1. Central public sector including allocations to stabilisation funds and PEMEX’s investment, as defined by 
the government. 

2. Central public sector including allocations to stabilisation funds but excluding PEMEX’s investment, as 
defined by the government. 

3. Central public sector net debt, as defined by the government. 

4. Central government net debt, as defined by the government. 

5. Based on keeping the growth rate of expenditure lower than that of revenues. 

Source: “OECD Fiscal Consolidation Survey 2010”. 
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