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Mexico’s Spending Priorities: the 2012 Election Battle Takes Shape 
The budget proposed by Pres. Felipe Calderón for next year opens a contentious dispute in the Chamber of Deputies because it sets out spending priorities for the critical presidential election year of 2012. After it was submitted to the Chamber of Deputies on Sept. 8, the budget was roundly criticized by the leading opposition parties, PRI and PRD, political and economic analysts and transparency advocates alike. From now until the November 15 deadline for approving the package, it’s the budget everyone loves to hate—except for Calderón’s PAN party which has only a minority bloc in the lower house where all budget decisions are made. 
Transparency advocates say that the final budget decisions will be made in back room deals, and so the budget process will be far from transparent. “There continues to be a serious problem of opacity in the negotiation,” said Fundar’s coordinator of budget and public policy, Diego de la Mora Maurer, in El Universal newspaper. This makes it hard for civil society to follow how budget decisions are made and to advance their positions. Juan Pardinas, head of the Instituto Mexicano de Competitividad (IMCO) and Mexico’s civil society representative in the OGP, criticized the widespread belief that state governors cut deals to assure their federal transfers.
The disputes in the Chamber of Deputies over Calderón’s last budget will be politically motivated, obviously, but more so than usual since 2012 is an election year in which the former ruling party, PRI, is determined to recapture the presidency. Federal transfers to states (a total of $38 billion) are considered a key element in elections, because governors receive large transfers and can exercise enormous discretionary power over their spending, channeling it in ways that bolster the presidential bid of a given candidate. In this play, PRI holds the most cards: PRI controls 19 of Mexico’s statehouses; Calderón’s PAN holds 9 (this includes three states won by a PAN-PRD alliance candidate) and PRD holds 5. Governors also hold enormous sway over their states’ congressional delegations, so the bickering in the Chamber of Deputies will be driven by gubernatorial politics.
Fighting over the budget got off to a lively start. Opposition parties were quick to say they would cut the security budget because, even though spending for armed forces and public security has more than doubled since 2006 when Calderón took office, the evidence does do not show that increased government spending has been effective and, certainly, violence has risen dramatically. The Chamber of Deputies’ own public finance study center released a study finding a low correlation between the increases in federal spending on security between 2001 and 2010 (both PAN administrations) and a drop in the crime rate. The poor results shown by state governments are also cited as a reason for not increasing the security line item. PRI and PRD deputies say that it is unconscionable that spending on fighting crime should rise by 11 percent over last year when spending on social issues such as education is set to increase by only 1 percent. 
Total government spending is equal to 25 percent of Mexico’s GDP. Only 10 percent of the budget package is up for debate—a total of about US$11.5 billion, or a little over 1 percent of GDP. The total funds of the so-called “programmable” 10 percent will increase by only 1.3 percent next year under Calderón’s proposal. The line items that the Chamber of Deputies can alter include the security and social budgets. The remaining 90 percent of the budget consists of salaries and administrative costs that cannot be changed. The enormous increase in the federal bureaucracy under the PAN administrations—Fox and Calderón—is another source of criticism of the budget initiative. Given the unalterable spending on the bureaucracy, debt and public pensions, an El Universal editorial concluded that the 2012 budget “favors current expenditure over…productive or infrastructure investment” and reflects a strategy just muddling through the next year rather than pushing to create jobs and growth.
The budget proposal reflects the administration’s priorities, and is congruent with Calderón’s militarized approach to public security and fighting crime. The security budget (including the justice system) will rise by 10.7 percent over last year for a total of about US$11 billion in 2012. The proposal would expand the army by 20,000 troops to a total of 211,000 soldiers and would add an additional 8,000 agents to the federal police force, according to a reputable national security analyst.  The total number of soldiers and police in the country would rise to nearly 622,000 security forces. The lion’s share of the budget increase would go to security forces—a hike of 124 percent to the ministry of public security, 49 percent to the Navy and over 44 percent to the National Defense ministry. The 500-seat chamber of deputies has the final word on the budget, but by convention the congress barely touches the military budget, so Calderón’s initiative may prevail.[footnoteRef:1]  [1:  “La caja negra del presupuesto militar.”  By Jorge Luis Serra. El Universal. Sept. 25, 2011. http://www.eluniversal.com.mx/editoriales/54855.html] 

Only six percent of the security budget is channeled to crime prevention, including rehab centers (Nueva Vida), rescue of public spaces and security for schools. The latter, the “Escuela Segura” program, would spend only about $680 per school for each of 37,000 schools to be covered next year, according to the budget initiative.[footnoteRef:2] The Escuela Segura program, while small, is important; schools have been fired on in the past year in Monterrey and Mexico City, and teachers in Guerrero staged a strike when schools reopened in September protesting the lack of security at their facilities.  [2:  “Administrar la abundancia?” By Diego de la Mora Maurer.  (Note: De la Mora is coordinator of Budgets and Public Policies for OSF partner Fundar). Reforma. Oct. 9, 2011. http://www.reforma.com/edicionimpresa/paginas/20111009/pdfs/rENF20111009-004.pdf
] 

States will not see an increase in federal funding for security in 2012, according to Calderón’s proposal. The three major funds distributed to states for security—which total slightly over $1 billion—would increase only for inflation, which in real terms means an increase of zero. A new fund (Programa de Apoyos en Materia de Seguridad Pública) would be created with a total of about $230 million for states, but part of the funds must be applied for and would be assigned to the winning proposals from state governments. This Apoyos program aims to promote professionalization of police forces and create incentives for a career service to retain and promote police agents. (Note that in the last year, resignations from the police forces nationwide reached about 20 percent.) The funds will be handed out at least in part based on each state’s progress in complying with the agreements to certify elite police.
At the municipal level, the government will continue its program to provide subsidies (about $330 million) for security to some 220 municipalities with the highest crime rates. These are located throughout the country in 31 states and in all 16 boroughs of Mexico City. Municipal governments would also receive modest sums for programs to prevent drug use (about $23 million) and promote employment of youth (approximately $46 million).
Proposed spending related to the justice system includes about $500 million (an increase of 162 percent) for the federal penitentiary system, of which slightly more than half will be dedicated to building, rehabbing and equipping 13 federal prisons. This may partially address the problems of Mexico’s chronically overcrowded jails. Of the budget for the federal attorney general’s office, two thirds (or about $750 million) is earmarked for investigation and prosecution of crimes. I do not know if this is a significant increase, but one of the perennial faults in the justice system overall is the failure to investigate and prosecute crimes.
In the area of social programs, there are planned increases as well as sharp reductions. The government says it will increase by 7 percent spending on social development which includes education, health and anti-poverty programs. Most education programs ranging from primary schools through technical schools and universities, will suffer cutbacks. The most severe reduction (of 13 percent) is proposed for Oportunidades, the cash transfer program that provides payments so poor children can remain in school. Funding in health will increase, especially for the “seguro popular” program which provides health insurance to the poor and has all the characteristics of a vote-getting program as it is greatly appreciated by its beneficiaries. However, as Fundar points out, specific health programs—especially for women—will suffer sharp cutbacks: reproductive health care (a 65-percent reduction) and maternal mortality (a 22-percent drop). Programs for agriculture will be cut back nearly 20 percent. The chief of the National Counsel of Evaluation of Social Development Policy (CONEVAL) wrote days before the budget was presented that his agency evaluates hundreds of social programs, but “there is no clarity that this (information) is used to create the federal budget.”  
Municipal governments are slated to take a hit. Mexico City is slated for a proposed cut of just over $1 billion in its federal transfers. This move was promptly denounced by Marcelo Ebrard, PRD mayor of Mexico City. Ebrard aspires to become presidential candidate for the PRD and is rumored to be a possible candidate heading a PRD-PAN alliance. The transportation and communications budget, which affects road-building, would be slashed by 18 percent. A program for paving sports fields in municipalities would be reduced by 73 percent. 
Mexico’s poorest regions will experience harsh cutbacks. The Fondo Regional, a program for channeling support to the 10 states with the lowest Human Development Index, will be cut in such a way that funds destined for Guerrero, Oaxaca and Chiapas will drop by 66 percent and the other seven states will see a cutback of 77 percent.
In broad terms, the budget proposal is conservative, based on a slowing economy and a projection of growth of 3.5 percent in 2012 (down from a projection of 4 percent for this year). The administration seeks to maintain economic stability and reduce the budget deficit. The economic scenario could deteriorate since the projected growth of 3.5 percent is based on the premise that the U.S. economy will grow by 2.1 percent next year, and analysts are skeptical that Mexico’s northern neighbor will achieve that rate of growth. If Mexico grows at a lower rate than projected, federal revenues will drop. An important ingredient of slack will likely be built into the budget. By underestimating the price of oil in 2012 for the budget calculations, Mexico stands to receive a windfall from export sales of the government oil monopoly, Pemex. In a typical year, transfers from Pemex finance 35-38 percent of government expenditures. Once again, the books will be balanced by Pemex. But, a conservative budget in an election year with a slowing economic and no promise of success in the war against organized crime seems like a formula for handing over power to the PRI in July.
_ _ _ _ _ _ _ _ _ _ _ _ _ _ _
Note: For a listing and explanation of the leading websites (governmental and civil society) that track government spending, see the article by Fundar’s head of budget transparencia, “Diez páginas para leer el presupuesto.” http://www.animalpolitico.com/blogueros-res-publica/2011/09/09/diez-paginas-para-leer-el-presupuesto/
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