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Many believe that Mexico is a free country economically; that presidents Carlos Salinas and Ernesto Zedillo opened up the economy, increased opportunities and truly reformed the country.

Even the Left blames “excessive capitalism,” “neo-liberalism” and “globalization” for Mexico’s relatively dismal social indicators (high levels of poverty, income inequality, no per capita real growth since 1970).

Everyone has been duped. Mexico under the PRI—the one-party system that has ruled the country for 71 years—is one of the most restrictive and, consequently, restrained economies in the world.

Mexico for now does have acceptable, even laudable, macroeconomic indicators and creditworthiness. But so did communist Czechoslovakia and Nicolae Ceausescu’s Romania. Clearly, macroeconomics is simply the foundation—but the PRI refused to “let go” of its microeconomic control. Mexican entrepreneurs not connected to the one-party state face an uphill battle to do business and create jobs.

Of 65 countries surveyed by the World Bank recently, Mexico was the second most restrictive place for new business creation—all 23 African and 20 former communist countries in that survey, including Russia, fared better. The Wall Street Journal, Heritage Foundation and Freedom House all rank Mexico “mostly not free” on economic freedom, and one of the worst places in the Hemisphere to do business. According to two studies (by the Consejo Coordinador Empresarial and by Freedom House), it takes over 300 bureaucratic procedures and one year to legally open and run a small business in Mexico.

Also noticeable is that foreign investors are not pouring money into Mexico the way it is generally believed—and despite Mexico’s geographic proximity to the booming U.S. economy. Mexico attracts a relative pittance of foreign direct investment (FDI) compared to its potential. Last year, almost $10 billion in FDI flowed to Mexico, whereas Argentina attracted twice as much—five times per capita—despite its distance from the developed world, strong currency and no NAFTA. Brazil attracted over three times more than Mexico. Mexicans today have the same real wages (and standard of living) than they did in 1970.

Why all that control? The reason is simple: The political economy of the one-party system largely depends on special concessions and "exceptions" to these harsh rules, and the ensuing cooperation and even complicity of economic actors—that, plus fraud and intimidation, is how the PRI has maintained its control of Mexico. Economic freedom would weaken this lucrative “business model.” As has been demonstrated in many countries, this situation could be corrected relatively fast if the political will existed. But the current regime has neither the legitimacy nor the will to create a free market, since its continuity depends on the existing crony capitalism, patron-client dependency and control.

Mexico grew last year largely thanks to robust growth in the United States and a surge in exports. But imagine how many percentage points can be added to Mexico’s rate of growth if the unnecessary obstacles to new business creation were simply removed, and if the government acted as a partner to the private sector, as was done in Estonia, Poland, Spain and Argentina. After all, some of those countries have grown at rates over 7% even when their main trading partners were in recession. Studies show that Poland’s booming economy is due more to the ease of small business creation than to privatization. In addition, these were stagnant dictatorships that made the transition to successful free-market democracies, and they can serve as good role models for Mexico. The difference: Legitimate government—which Mexico currently lacks—and the simple will, which the current regime does not have. Entrepreneurs in those growing economies are not burdened with unnecessary restrictions, and the government acts as their partner.

Economic freedom has been demonstrated to not only grow the economy—but also leads to better income distribution as well as more opportunities for the poor to emerge from poverty and become independent, productive citizens. According to an IMF study, economic freedom also reduces corruption. Tacitus had said this two millenia ago: “The more laws, the more corruption.” Transparency International ranks Mexico one of the most corrupt governments on earth—tied with Senegal, China and Belarus. But relative to the educational attainment of its top leadership, Mexico has the most corrupt government on earth. The World Policy Institute completed a devastating study on these and other hard facts on the PRI's legacy (www.PRILEGACY.com).

Many doubt my proposal to grow the Mexican economy at 7% towards the end of my six-year term. However, if the unnecessary shackles were removed from the very creative Mexican people, if they could get credit and if the government acted as their ally and not their enemy—then 7% starts looking like an irresponsibly conservative figure! After all, several countries that emerged from dictatorship in worse shape than today’s Mexico but which pursued the reforms I am proposing, have grown at rates at or above 7%. In fact, according to a study by Mexico’s prestigious Tecnológico de Monterrey university, the six states the PAN (my party) governs are among the top-ten best-managed states in the country. What is our secret? Economic freedom and good government. Those states today enjoy social and economic indicators that approximate model emerging economies, including those of Poland, Chile and the Czech Republic. For example, those PAN-run states attract twice as much foreign investment per capita than the Mexican average, and have growth rates to match.

Many believe the PRI and the PAN (Mexico's largest and oldest pro-democracy political force) are both "pro-business," and don't readily see the distinction. However, there is a crucial difference—the same difference that distinguishes a Mobutu Sese Seko or a Suharto from a post-1977 Spain or a post-1989 Czech lands.

The Mexican people have had enough economic slavery and crony capitalism. It’s time for Mexico to realize its great potential as a free nation.

