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Mexico: A world economic power that should
not go backwards

Mexico’s transformation has not been straightforward since
the last Presidential election in 2018. The nominal GDP
shrunk by USD 200 billion from 2020 to 2021. Economic
recovery, education for all, better social security and the
fight against crime and corruption are amongst the most
pressing issues that the population demands action on from
the Mexican Government. The overall low EQx2022 Rank-
ing of Mexico (rank # 65) is therefore to be expected as the
country shows a decline in its ranking in all four of the
EQx2022 Index Areas from last year: Political Power (i,
rank # 63 to 66); Economic Power (i, rank # 22 to 42); Po-
litical Value (iii, rank # 111 to 139) and Economic Value (iv,
rank # 64 to 67).

To the pundits it might not come as a surprise to see that Mex-
ico ranks so poorly in Political Value {iii, rank # 139). Mexico
is a country relatively new to the exercise of democracy, with
only three different political parties having been in power
over the last 90 years, and the first real political change com-
ing just 21 years ago. Political parties tend to focus on secur-
ing their power in the face of voter polarization rather than in
resolving the country’s most pressing matters. As a result,
Mexico shows a very poor relative performance in the man-
agement of the COVID-19 crisis during 2021 (e.g. COVID-19
excess deaths adjusted for age, COV, iii.7, rank # 80, and
COVID-19 fatdlities adjusted for age, COM, iii.7, rank #
146); an even poorer relative performance in controlling in-
ternal violence (e.g. Homicide rate, HOM, iii.8, rank # 128);
and a rise in organized crime (e.g. Criminal markets, CRM,
iii.9, rank # 150). Taken together, these Indicators dragged
Mexico’s Political Value Index Area score down to among the
worst in the world.

Chapter 4: EQx2022 Analysis and Interpretation

Over the next year the government must steer to completion
some major initiatives with significant value creation poten-
tial, such as the new international airport Felipe Angeles
(AIFA) and the Olmeca “Dos Bocas” oil refinery (both spe-
cial projects initiated by the President). Additionally, the
government needs to improve on how it is addressing the
different corruption metrics and anti-corruption initiatives
that were promised by the President. So far, the specific
measures of Political Power (i, rank # 66) in this regard
have not shown any improvement (e.g., Political corruption,
COR, i.1, rank # 82, and Control of corruption, COC, i.1,
rank # 111). It does not help that the journalists and media
organizations keeping an eye on how these promises are
being delivered have been under severe attack in recent

years (PFD, i.1, rank # 117).

Mexico’s strongest relative performance in the EQx2022 in-
dex is in the area of Economic Power [ii, rank # 42), yet still
much may be done in supporting Entrepreneurship (ENT,
ii.6, rank # 62), Venture capital finance (VCA, ii.6, rank #
48) and women in business (IWE, ii.6, rank # 32). Govern-
ment policies have also not been well received by foreign-
ers with an 18% reduction in FDI in Mexico since the new
administration took office.

Despite all of its current shortcomings, Mexico is still a world
economic power (ranked 15" by GDP). Climbing oil prices
may provide the cash flow needed to improve the manage-
ment of the state-owned petroleum company (PEMEX) and
see a resurgence of investment into priority areas such as ed-
ucation, social security, R&D, and the fight against criminal
organizations and government corruption. Mexico is in des-
perate need of some quality from its elite political leadership.

Dr. Ivén Valdovinos Hernandez
Associate Professor of Finance, EGADE Business School,
Tecnologico de Monterrey, Mexico
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