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Social and Economic Background of Mexico

According to the World Bank’s estimate, in 2004, Mexico's population was 103.8 million, 63% of whom were between the ages of 15 and 64. In 2000, 10% of Mexico’s population lived under US$1 per day and 26% lived under US$2 per day according to the World Bank. The World Bank reports that the 2004, PPP adjusted GDP per capita in terms of current international dollars was $9,774, a 4.95% increase from 9,313 in 2003. Mexico had an estimated unemployment rate of 2.5% in 2004, according to the International Labour Organization. The World Bank and International Finance Corporation (IFC) estimate that 30.1% of Mexico's GNI was derived from the informal sector in 2003. The World Bank states that the remittances Mexico received amounted to US$16.6 billion in 2004, and Mexico's M2/GDP ratio was 0.27 in the same year. The World Bank also report that Mexico’s GINI index was 0.55 in 2000. In 2003, Mexico received US$10.88 billion FDI net inflow and US$103 million foreign aid and development assistance according to the World Bank and OECD.
The currency of Mexico is the Mexican Peso (MXP). The average exchange rate was MXP9.66:US$1 in 2002, MXP10.79:US$1 in 2003 and MXP11.29:US$1 in 2004, according to the Economist Intelligence Unit (EIU).

The Financial Sector Assessment Program (FSAP) of the World Bank and IMF in Mexico is completed. The Financial Sector Assessment (FSA) report in 2002 and Financial Sector Stability Assessment (FSSA) report in 2001 do not cover major microfinance issues.

Doing Business in Mexico

The World Bank uses several indicators to assess the business environment of a country. In Mexico, entrepreneurs are required to go through 9 steps over 58 days to launch a business, at a cost of 15.6% of GNI per capita in 2005. Registering property requires five procedures over 74 days. It costs 25.7% of GNI per capita to create collateral. Mexico scores 6 on a scale from 0 to 7 on the Disclosure Index, which measures the government protection of investors and business owners.

According to a joint study by the World Bank and the Universidad Rocuato Di Tella, the Public Registry of Credit Information was established in 1964. In terms of the World Bank’s Credit Information Index rating, Mexico scores 6 on a scale from 0 to 6.  

Regulatory and Legal Environment of Mexico

According to the World Bank, it takes 37 procedures and 421 days from the time a plaintiff files a lawsuit to when he or she is actually compensated. The cost of enforcing contracts in terms of legal and court fees reaches 20.0% of debt value. Filing bankruptcy takes about 1.8 years with a cost of 18% of estate value. The recovery rate for creditors is  $0.64 per USD.  

According to the Consultative Group to Assist the Poor (CGAP), Mexico's legislation on microfinance regulation includes: the Popular Savings and Credit Law of 2001, the General Law of Cooperative Associations, 1994, the General Law for Mercantile Associations, 1934, the Law of Credit Institutions, 1990, and the Bank of Mexico Law, 1993.  Microfinance institutions are regulated by the National Banking and Securities Commission (CNBV.)  BANSEFI (state-owned credit institutions) branches are regulated by the Organic Law of the National Savings and Financial Services Bank, 2001 (Bansefi Law.)  A program that specifically targets rural areas is the Secretariat of Agriculture, Livestock, Rural Development, Fisheries, and Nutrition (SAGARPA), which was implemented in 2001.  NGOs are unregulated, but fall under the government-sponsored program, National Program for Financing the Microentrepreneur (PRONAFIM).
Minimum capital requirements vary depending on the form of the bank.  Savings and loan cooperatives have minimum capital requirements of between US$34,021 and US$8.5 million based on operational level.  Capital requirements for Bansefi branches are divided into "Series A" and “Series B” capital.  Series A capital is only provided by the Federal Government and comprises 66% of the total (US$57.9 million).  The remaining 34% is "Series B" capital and can be contributed by individuals and legal entities as well as the federal government.  Commercial banks have a minimum capital requirement of US$19 million. 

According to the APEC Center for Technology Exchange and Training for Small and Medium Enterprises, Mexico is strengthening its effort to attract foreign direct investment, particularly in capital goods, new factories, communications, transportation and infrastructure through the privatization process.  In December 1993, Mexico adopted a new Foreign Investment Law (FIL), which allowed easier foreign investment in Mexico. According to the new law, most economic activities are liberalized and foreign investment may participate in the expansion of an investment, the creation of a new line of products, and the establishment of investment in new fields of economic activity.
Microfinance Institutions (MFIs) and Commercial Banks’ Involvement in Mexico

Mexico's heavy reliance on the informal sector should provide a ripe market for microfinance.  However, Mexico's microfinance sector is characterized by weak outreach and high levels of fragmentation, according to a UNCDF report.  This problem is especially acute in rural areas.  A small number of MFIs, supported by the government, are emerging as market leaders.  Few Mexican MFIs have the capacity to support microentrepreneurs on a sustainable, non-subsidized basis.

There is no information available about the total number of clients or products and services provided by MFIs.

According to the World Bank Regulation and Supervision Database, there are 32 commercial financial institutions in Mexico, which serve only 25 percent of the total population in urban areas, with a much lower percentage in rural regions.  There are 330 Credit Unions, which provide 496,581 clients with access to savings and loan services, according to CGAP.  BANSEFI operates 550 branches throughout Mexico, serving 1.24 million clients.  According to the Directory of Developmental Organizations, there are 75 MFIs operating throughout Mexico.  At least a dozen microfinance networks operate in Mexico, the majority of which originated in the US, according to theMIXMarket.org.  According to Planet Rating, Emprendamos Juntos achieved financial self-sufficiency in 2003.
CGAP estimates that the total number of potential microfinance clients in Mexico is between 8-10 million households.

National Committees Activities in Mexico


Representatives of the national government, banking institutions and non-banking private enterprises form Mexico’s National Committee.

The National Committee has been very active in raising public awareness about the importance of microfinance as a tool for poverty reduction.  On April 25 and 26, 2005 the National Committee held a Forum called Microfinance and Development with the participation of international experts in the microfinance field.  In May, the National Committee organized a seminar on social aspects of microfinance in Mexico. 

Mexico’s National Committee is also planning to hold further events on microfinance during the rest of the year, such as the launch of a microfinance event in the city of Puebla, a second forum on the empowerment of women, an MFIs meeting in the city of Leon, Guanajuato and a launch of 10 new MFI branches. 

Mexico is one of the participants of the Global Microentrepreneurship Awards (GMA) in 2005.
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