
  

Santiago, Chile 

May 27-29, 2013  28.05.2013 | ASF 

Public Debt Policy Assessment 

Annual Meeting of the INTOSAI  

Working Group on Public Debt 

 



1. Public debt policy 
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Since 1970, the use of public debt has 

been justified to accelerate the growth 

and development of the country and to 

give people a better quality of life. 

1. Public debt policy 
 

 

The public debt policy in Mexico: 
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The balance of public debt rose from 846 

million pesos in 1970 to 5 billion pesos in 

2011 (482.6%). 
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1. Public debt policy 
 

 

The public debt policy in Mexico: 



The rapid increase in public debt influen-

ced economic crises that occurred in the 

country between 1976 and 1995. 
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1. Public debt policy 
 

 

The public debt policy in Mexico: 



2. The legal framework of the public debt 

policy 
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The Mexican Federal Congress has the 

power to establish the basis on which the 

Executive may hold loans on the credit of 

the Nation. 

2. The legal framework of the 

public debt policy 

 

 

Article 73, Section VIII, of the Political Constitution of the United Mexican States: 
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The public debt will be used for the exe-

cution of works that increase govern-

ment revenue, monetary regulation, debt 

conversion, or emergencies declared by 

the President. 

Article 73, Section VIII, of the Political Constitution of the United Mexican States: 
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2. The legal framework of the 

public debt policy 

 

 



The Executive shall propose the 

amounts borrowed for financing the 

annual budget. 

Article 10 of the General Public Debt Law: 
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2. The legal framework of the 

public debt policy 

 

 



The Ministry of Finance and Public 

Credit is charged with calculating and 

planning the revenues of the country 

according to the expenditure require-

ments, the reasonable use of public 

credit and the financial and public debt 

management health. 

 

 

Article 31, Section II, of the Organic Law of the Federal Public Administration: 
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2. The legal framework of the 

public debt policy 

 

 



The draft of the Federation's Income Law 

shall include the borrowing proposal, its 

estimation for the next 5 years and the 

debt policy assessment. 

Article 40, Section I, of the Budget and Fiscal Responsibility Federal Law: 
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2. The legal framework of the 

public debt policy 

 

 



3. The public debt policy in the planning 

and budgeting instruments 
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The Executive shall prepare the 

development plan and its sectorial pro-

grams, which express the development 

objectives and the general policies of the  

administration period. 

Development plans and sectorial programs: 
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3. The public debt policy in the 

planning and budgeting instruments 
The planning 



The budget is the embodiment, in annual 

programs, of the objectives set during 

the planning process. Based on their 

results, the public debt policy can be 

assessed. 

Federation's Income Law and Budget and Fiscal Responsibility Federal Law: 
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3. The public debt policy in the 

planning and budgeting instruments 
The budgeting 



The formal planning began in 1980. 

For the first time, the Government esta-

blished objectives and strategies for debt 

management: 

 Reduce the proportion of the public 

sector borrowing by external resour-

ces, to less than 33%. 
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Global Development Plan 1980-1982 

3. The public debt policy in the 

planning and budgeting instruments 
Global Development Plan 1980-1982 



The country came from a crisis defined 

by a deficit in the balance of payments 

which was covered by external 

borrowing, this caused that the implicit 

interest rate on the balance of public 

foreign debt increased from 7.0% in 

1977 to 16.5% in 1981. 
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Development Planning 1984-1988 

3. The public debt policy in the 

planning and budgeting instruments 
Development Planning 1984-1988 



Because of the economic situation of the 

country, the Government didn’t set goals, 

instead it set strategies regarding the 

debt management: 

 Enhance the maturity profiles. 

 Improve the borrowing conditions. 

 Diversify markets, supplies, instru-

ments and currencies. 

3. The public debt policy in the 

planning and budgeting instruments 
Development Planning 1984-1988 
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Development Planning 1984-1988 



The formulation of this plan took place 

after an administration defined by the 

highest rate of inflation in the country's 

history. 

The profile of public debt, its cost and 

the stagnation in the economic growth of 

the country influenced the bad public 

finances. 

3. The public debt policy in the 

planning and budgeting instruments 
Development Planning 1989-1994 
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Development Planning 1989-1994 



The strategies developed were: 

 Decrease the value of historic debt. 

 Reduce the real value of the debt and 

its ratio compare to the GDP. 

 Renegotiate debt, interest rates and 

terms with international organizations 

and with private creditors. 

3. The public debt policy in the 

planning and budgeting instruments 
Development Planning 1989-1994 
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Development Planning 1989-1994 



Despite the structural economic reforms 

made, such as the trade liberalization, 

the autonomy to the central bank and the 

control of the inflation and systematic 

devaluation of the currency, a liquidity 

crisis took place and led to a devaluation 

of over 50%, as well as the bank rescue. 
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3. The public debt policy in the 

planning and budgeting instruments 
Development Planning 1995-2000 

 

Development Planning 1995-2000 



The established strategies were: 

 Lengthening the average maturity of 

the debt. 

 Privilege the internal over external 

debt. 

 Remove instruments whose 

performance are established in terms 

of dollars. 

The goal: Reduce the size of the public 

debt to a proportion of 31.3% of the GDP 

in 2000. 

3. The public debt policy in the 

planning and budgeting instruments 
Development Planning 1995-2000 

ASF | 21 

 

Development Planning 1995-2000 



After 25 years, for the first time, the 

change of government happens without 

a financial crisis, and with a leveled 

inflation, economic growth and an 

interest rates similar to those of 1994. 

However, public finances were still fragile 

as they faced the external financial 

movements. 
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3. The public debt policy in the 

planning and budgeting instruments 
Development Planning 2000-2006 

 

Development Planning 2001-2006 



The strategies and goals were: 

 Reach a public deficit of -0.2%. 

 Public Sector Borrowing 

Requirements of 1.5% of the GDP. 

 Reduce the cost of debt to a 

proportion of 3.5% of the GDP. 

3. The public debt policy in the 

planning and budgeting instruments 
Development Planning 2001-2006 
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Development Planning 2001-2006 



Public finances showed strength, the 

ratio of public debt in 2006 accounted for 

22.1 in relation to the GDP, the lowest in 

the period 1970-2011. 

3. The public debt policy in the 

planning and budgeting instruments 
Development Planning 2007-2012 
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Development Planning 2007-2012 



The strategies and goals were: 

 Improve terms and conditions of the 

debt. 

 Reduction of the foreign debt in 

relation to the total. 

 Traditional Public Balance in 

equilibrium. 

 A level of financial requirements of 

2.0% of the GDP. 

 Traditional Net debt of 14.3% of the 

GDP. 

3. The public debt policy in the 

planning and budgeting instruments 
Development Planning 2007-2012 
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Development Planning 2007-2012 



3. The public debt policy in the 

planning and budgeting instruments 
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4. Outcomes evaluation based on debt 

indicators 
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To use indicators in the evaluation of 

debt policy helps to verify its efficiency, 

proper implementation, and influence in 

the economy over time. 

The assessment was based on vulnera-

bility, sustainability and financial risk 

indicators. 

4. Outcomes evaluation based 

on debt indicators 
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4. Outcomes evaluation based 

on debt indicators 

 

Vulnerability indicators 

Gross debt/ GDP 
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4. Outcomes evaluation based 

on debt indicators 

 

Vulnerability indicators 

Gross debt/ budgetary revenues 
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BUDGETARY PUBLIC DEBT-TO-REALIZED REVENUES

 
SOURCE: Prepared by ASF with data from INEGI (1970-1979) and the Public Account (1980-2011).  



4. Outcomes evaluation based 

on debt indicators 

 

Vulnerability indicators 
Debt service/ budgetary revenue 
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SOURCE: Prepared by ASF with data from the Ministry of Finance and Public Credit. 



4. Outcomes evaluation based 

on debt indicators 

 

Sustainability Indicators 

Exchange Rate Depreciation/  

Real Fiscal Sustainability 
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4. Outcomes evaluation based 

on debt indicators 

 

Sustainability Indicators 

Fiscal Consistency Blanchard 

 

ASF | 33 

FISCAL CONSISTENCY INDICATOR 1989-2012

Non-sustainableSustainable
 

SOURCE: Prepared by ASF with data from INEGI and the Public Account for the years indicated. 



4. Outcomes evaluation based 

on debt indicators 

 

Financial risk indicators 

Market risk of domestic debt 
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SOURCE: SHCP, Annual Borrowing Plan 2012. 

FEDERAL GOVERNMENT DEBT 2002-2012.  
Relative CaR of Interest Rate 

(Percentage Deviation between Absolute CaR and Expected Cost) 



4. Outcomes evaluation based 

on debt indicators 

 

Financial risk indicators 

Market risk of domestic debt 
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FEDERAL GOVERNMENT DEBT

CaR OF EXCHANGE RATE 2006-2012.

 
SOURCE: SHCP, Annual Borrowing Plan 2012. 



5. Final considerations 
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There is a dissociation between the 

Mexican Constitution and the General 

Public Debt Law, given that the General 

Public Debt Law promotes the use of 

debt to finance public spending, 

meanwhile the Constitution does not 

include this purpose. 

About the legal framework: 
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5. Final considerations 



About the planning and budgeting instruments: 
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Although the planning process was 

formalized since 1980, it is since 1989 

when it notices responsible management 

of public finance, the efforts are directed 

to achieve objectives and goals. 

5. Final considerations 
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After the 1995 crisis, debt management 

considered liquidity risk factors, volatility 

in interest rates and foreign exchange. 

 

The established strategies and the 

proper debt management helped to 

alleviate the international crisis of 2008 

within reasonable terms. 

5. Final considerations 

About the planning and budgeting instruments: 
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The Executive and the Legislative 

branches must work together on a tax 

reform to raise revenue, and not depend 

on debt to cover public spending. 

5. Final considerations 

About the planning and budgeting instruments: 



The reputation of the Mexican debt is 

favorable, but the public finances are 

sensitive to external shocks. 

About the public debt indicators: 
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5. Final considerations 



Extending maturity terms is a relief to 

short-term finance, but endorses the pro-

blem of payments to future governments. 
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5. Final considerations 

About the public debt indicators: 



Reduction of the nominal balance in 

relation to the GDP should be 

consi-dered as part of public debt policy. 
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5. Final considerations 

About the public debt indicators: 




