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ABSTRACT

The informal sector—which includes informal street vending—comprises any economic ac-
tivity that takes place outside the regulatory norms of the state—the evasion of tax codes,
zoning ordinances, etc.—but does not include the provision of explicitly illegal goods or ser-
vices. The phenomenon of ‘informal street vending’ has generally been analyzed from a strictly
economic point of view. This research examines informal street vending in Mexico, particu-
larly in Mexico City, from political and historical perspectives. The thesis’ main goal is to
learn how increasing political competition—resulting from democratization and alternation
of political parties in power—affected the politics and policies of informality (informal street
vending) in Mexico.

To this purpose, this work carries out a historical analysis of informal street vending and the
policies and regulations implemented over time in Mexico City; a detailed comparative polit-
ical analysis of the ex-ante and ex-post situation of informal groups and organizations going
through the democratization process and the alternation in power that occurred in Mexico at
city and federal levels in 1997 and 2000, respectively; and a case study to examine the largest
and most powerful street vending organization in Mexico City. The thesis concludes that
increasing political competition—resulting from democratization and alternation in power—
did not result in an improvement in the capacity of the Mexico City government or the federal
government to control informality and street vending. While democratization and political
competition opened the doors for representation and more political participation by street
vendors, it also set the conditions for the expansion of the bargaining power of vendor leaders,
the multiplication of vendor organizations, the exacerbation of the political struggle between
rival vendor groups, and the weakening of the government capacity to implement policies to
tackle informality and street vending.
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Escuela Nacional de Antropologia e Historia / National School of An-
thropologie and History

Encuesta Nacional de Micronegocios / National Survey of Micro-
Businesses

Encuesta Nacional de Empleo Urbano / National Survey of Urban Em-
ployment

Encuesta Nacional de Ocupacion y Empleo / National Survey of Employ-
ment and Occupation

Ejército Zapatista de Liberacién Nacional | Zapatista Army of National
Liberation

Frente Democraitico Nacional / National Democratic Front

Frente Metropolitano de Organizaciones Populares | Metropolitan Front
of Popular Organizations

First-past-the post system

Fondo de Desarrollo Economico del Distrito Federal / Economic Devel-
opment Fund of the Federal District

Fondo de Desarrollo Econémico y Social del Distrito Federal / Economic
and Social Development Fund of the Federal District

Frente Popular Francisco Villa / Francisco Villa Popular Front

General Agreement on Tariffs and Trade

Gross Domestic Product / Producto Interno Bruto

Gross National Income / Ingreso Nacional Bruto

Her Majesty’s Revenue & Customs

[zquierda Democratica Nacional / National Democratic Left

Instituto Electoral del Distrito Federal / The Electoral Institute of Mexico
City

Instituto Libertad y Democracia / Institute for Liberty and Democracy
International Labour Organization

Instituto Tecnoldgico de Estudios Superiores de Monterrey | Monterrey
Institute of Technology and Higher Education

Instituto Mexicano del Seguro Social / Mexican Social Security Institute
Instituto Nacional de Estadistica, Geografia e Informatica / National In-
stitute of Geography, Statistics and Informatics

Internal Revenue Service

Impuesto Sobre la Renta / Income Tax

Impuesto al Valor Agregado/ Value Added Tax

London School of Economics and Political Science

Movimiento al Socialismo / Movement to Socialism

4



MBOP
MPI

Mmur
NAFTA
NCEUS
OECD
PAN
PAS
PCD
PFD
PGR

PJF
PMCP

PMS
PMT
PNR
PR
PRCI

PREALC

PRI
PRD

PRM
PRONASOL
PRT

PSN
PSUM
PT
PVEM
REPECO
RIF
SARE

SAT
SEDESOL

LIST OF ACRONYMS

Membership-Based Organizations of the Poor

Movimiento Proletario Independiente / Independent Proletarian Move-
ment

Movimiento Urbano Popular / Urban Popular Movement

North American Free Trade Agreement

National Commission for Enterprises in the Unorganized Sector

The Organisation for Economic Co-operation and Development
Partido Accién Nacional / National Action Party

Partido Alianza Social / Social Alliance Party

Partido del Centro Democritico / Party of the Democratic Center
Partido del Foro Democratico / Democratic Forum Party

Procuraduria General de la Republica / Office of the Attorney General of
Mexico

Policia Judicial Federal / Federal Judicial Police

Programa de Mejoramiento del Comercio Popular / Program for the Im-
provement of Popular Commerce

Partido Mexicano Socialista | Mexican Socialist Party

Partido Mexicano de los Trabajadores | Mexican Workers Party

Partido Nacional Revolucionario / National Revolutionary Party
Proportional Representation

Programa de Reordenamiento del Comercio Informal / Informal Com-
merce Reallocation Program

Programa Regional de Empleo para América Latina y el Caribe / Regional
Employment Program for Latin American and the Caribbean

Partido Revolucionario Institucional / Institutional Revolutionary Party
Partido de la Revolucion Democratica / Party of the Democratic Revolu-
tion

Partido de la Revolucion Mexicana / Party of the Mexican Revolution
Programa Nacional de Solidaridad/ The National Solidarity Program
Partido Revolucionario de los Trabajadores /| Workers’ Revolutionary
Party

Partido de la Sociedad Nacionalista / Party of the Nationalist Society
Partido Socialista Unificado de México / Mexico’s Unified Socialist Party
Partido del Trabajo / Labor Party

Partido Verde Ecologista de México / Ecological Green Party of Mexico
Régimen de Pequerios Contribuyentes / Small Taxpayer Regime
Régimen de Incorporacion Fiscal / Regime of Fiscal Incorporation
Sistema de Apertura Rapida de Empresas | Fast-Track Business Creation
System

Servicio de Administracion Tributaria /| Tax Administrative Service
Secretaria de Desarrollo Social / The Ministry of Social Development
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SIMPLES

SMES
STUNAM

SUTGDF

UNAM

UNESCO
UPREZ

USA

UK

VAT
WGI
WHO
WIEGO

LIST OF ACRONYMS

Sistema Integrado de Pagamento de Impostos e Contribuicées das Mi-
croempresas e Empresas de Pequeno Porte / Integrated System of Taxes
and Constributions for Micro and Small Enterprises

Small and Medium Enterprises

Sindicato de Trabajadores de la Universidad Nacional Auténoma de
Meéxico / Union of Workers of the National Autonomous University of
Mexico

Sindicato Unico de Trabajadores del Gobierno del D / Federal District
Government Workers Union

Universidad Nacional Auténoma de México / National Autonomous
University of Mexico

United Nations Educational, Scientific and Cultural Organization
Unién Popular Revolucionaria Emiliano Zapata / Emiliano Zapata Pop-
ular Revolutionary Union

United States of America

United Kingdom

Value Added Tax

Worldwide Governance Indicators

World Health Organization

Women in Informal Employment: Globalizing and Organizing
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Il. PROLOGUE

I.I Introduction

At some point over the course of the second half of the 20th century, the relationship between
Latin Americans and their governments broke down. Large segments of the population where
‘excluded’ from basic services (such as education, health care, judiciary services) and from eco-
nomic opportunities,” having no other option but to rely on the informal sector (Perry et al.,
2007). Additionally, other segments of the population ‘opted out’ of the formal sector after
sensing that laws and regulations were not serving them well, choosing which of them to com-
ply with and which to ignore (Perry et al., 2007). In search of a way to make a living, individ-
uals who ‘opted out’ or were ‘excluded’ from the formal sector became micro-entrepreneurs
or micro-employees, all operating under the enforcement radar of the government. It is open
to debate whether this hurt the economy as a whole, but it certainly created a development
underclass: the informal sector or informal economy. Thus, informal sector agents in general
and informal street vendors in particular emerged as a new kind of economic phenomenon

and, almost simultaneously, as a new kind of political interest group.

The informal sector or informal economy (generally known as ‘informality’) is often asso-
ciated with small-scale, semi-legal, low productivity, and frequently family-based enterprises,
which employ between 30 percent and 70 percent of the urban work force in Latin America
(Perry et al., 2007). The informal sector or informal economy in Latin America represented
an average of 41.1 percent® of the region’s gross domestic product (GDP) between 1999 and
2007 (Schneider, Buehn, and Montenegro, 2010).3 Its size varies widely across Latin Ameri-

can countries, however. For instance, average estimates between 1999 and 2007 of the informal

"Mainly as a result of segmented labour markets and factor market imperfections, as well as persistent levels
of inequality rooted in differences in power, voice, and influence (Perry et al., 2007)

*This number (41.1 percent) is the region’s simple unweighted average informality. The average informality
weighted by total country GDP in 2005 is 34.7 percent for the Latin American and Caribbean region (Schneider,
Buehn and Montenegro, 2010).

3Schneider, Buehn and Montenegro (2010) estimated the shadow economies for 162 countries from different
regions and different income levels, from 1999 to 2007. This paper is the best and most recent cross-country
comparative study in terms of measurement of the shadow economy available to date (April 2016). The next
release date will be on July 13, 2016 and will include more recent data.
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sector accounted for about 66.1 percent of Gpr in Bolivia, 50.5 percent in Guatemala, 39 per-
cent in Brazil, 30 percent in Mexico, 25.3 percent in Argentina, and only 19.3 percent in Chile.
Informality is also widespread in other parts of the globe. For example, the average estimates
between 1999 and 2007 of informality in Asian countries ranged between 12.7 percent and
50.6 percent and between 8.3 percent and 28 percent in high income countries* belonging to
the Organization for Economic Cooperation and Development (OECD) (Schneider, Buehn, and

Montenegro, 2010).

The growth of the informal sector corresponds to the growth of informal trade and ‘infor-
mal street vending’’ in the world, particularly in—but not confined to—the developing world.
The informal sector—which comprises informal street vending—includes any economic ac-
tivity that takes place outside of the regulatory norms of the state—such as the evasion of
tax codes, labor regulations, licensing and permit procedures, and zoning ordinances—but
does not include the provision of explicitly illegal goods or services (e.g. drugs or prostitu-
tion) (Cross, 1998). Typically carried out by micro-firms ignored or unnoticed by government
authorities because of their size, these economic activities have been praised by some schol-
ars as the rise of a new form of entrepreneurship and condemned by others as a new form
of exploitation or disloyal competition with the formally established businesses. This is be-
cause an increasing amount of work takes place outside of the formal sector without the labor

guarantees and collective bargaining protection workers have fought to achieve (Cross, 1998).

Until recently, the literature on informality for the most part omitted altogether the political
questions about informality, giving priority to its economic facets. This created a gap in the
scholarly knowledge of the informal sector which has only partially been addressed. It is the
aim to this thesis to contribute to fill this gap. Thus, while the phenomenon of ‘informality’
has been generally analyzed from a strictly economic point of view, this thesis analyzes infor-
mality in Mexico, particularly in Mexico City—one of the largest cities in the world—as a
political process and through a historical perspective. Mexico and Mexico City are ideal for
the development of this thesis because it is one of the countries, and one of the cities, in which
the phenomenon of informality is best documented. Therefore, the subjects of study of this
research are the politics, policies and institutions of informality and street vending in Mexico.

The main goal of this thesis is to understand to what extent and in what ways recent political

4Other countries within the oEcD that do not belong to the high income bracket have larger percentages. For
example, Mexico has 30 percent, Estonia 31.2, and Turkey 31.3.

SThroughout this thesis I will use ‘street vending’ and ‘informal street vending’ indistinctively, but at times
will purposely use the term ‘informal’ before ‘street vending’ to underline its condition of informality and be more
specific about this particular sub-category of informal activity, as will be later explained in this chapter.
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change in Mexico—democratization and the alternation of political parties in power—has
affected the dynamics between the informal sector (street vending), the state, and political

parties.

.2 Concepts and definitions

Given the importance of the formal-informal duality in the development discussion—and the
underlying semi-formality that exists within these two poles—one might expect to see a clear
and unambiguous definition of the concepts, as well as a fair degree of consistency across the
whole range of empirical, theoretical, and policy literature. However, I found this was not
the case. Rather, ‘formality’ and ‘informality’ are better thought of as metaphors or figures
of speech that evoke a mental picture of whatever the author or researcher had in mind when
using these terms (Guha-Khasnobis, Kanbur, and Ostrom, 2006). To illustrate this, in his
paper ‘Informality: It is time we stop being Alice-in-Wonderland-ish’ Gary Fields (2o171) cited
some twelve different definitions of informality. Fields has been a strong advocate of the need
to standardize the definitions used when discussing and researching informality and the other
terms derived from it (Fields, 2012). For now—and for the purpose of this thesis—this vast
collection of definitions should not be seen as an impediment but rather as an opportunity
to identify significant relevant gateways for research and to select target groups for various
interventions in policy-making.® Thus, Ravi Kanbur summed it up in one phrase: “Informality
is a term that has the dubious distinction of combining maximum policy importance and
political salience with minimal conceptual clarity and coherence in the analytical literature”

(Kanbur, 2009:2).

The terms ‘formal’ and ‘informal’ have shown notable endurance since their first appear-
ance in the development literature several decades ago. Notwithstanding the claims that they
have consistently been used imprecisely, and misapplied in policy areas, they have endured
and even flourished during the discussion (Sinha and Kanbur, 2012), and it seems rather un-
feasible and impractical to forgo them. The question, then, is how best to use the concepts
that lie beneath these terms—in assembling the facts and realities they characterize—in order

to advance research and propose policies to deal with the problems they underline (Sinha and

“In fact, the formal sector or formal economy is also defined through a broad range of sub-categories, which
are tackled in different ways through various policies and programs.
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Kanbur, 2012). That is why it is vital to discuss ‘what’ informality (the informal sector or

informal economy?) is and ‘why’ it is important.

By and large, informality comprises those activities that are outside of the scope, capacity,
or cognizance of the state. This notion was fundamental in the conceptualization of Keith
Hart—the anthropologist recognized as the creator of the concept—in his 1973 paper ‘Infor-
mal Income Opportunities and Urban Employment in Ghana’, but the exact meaning of this
term has remained open to debate until these days. In a recent publication—Linking the For-
mal and Informal Economy: Concepts and Policies edited by Guha-Khasnobis, Kanbur and
Ostrom (2006)—Hart (2006) revisited his 1973 paper stating that, following Weber (1981), he
argued that the ability to stabilize economic activity with a bureaucratic form made returns
more calculable and regular for employees and employers. Moreover, he said that stability was
in turn guaranteed by the state’s laws, but their impact was limited by the state’s inability to
enforce them throughout the economy (Hart, 2006). ‘Formal’ incomes came from regulated
economic activities and ‘informal’ incomes, both legal and illegal, lay beyond the scope of

regulation (Hart, 2006).

Over time, Hart’s conceptualization has been used in different official definitions and mea-
sures of informality. Nevertheless, after Hart, the literature on the conceptualization of infor-
mality has continued to evolve. For instance, in his 1984 paper ‘Family, Fungibility and For-
mality: Rural Advantages of Informal Non-Farm Enterprise versus the Urban-Formal State’,
Michael Lipton identified several features of informality, among them the overlap between cap-
ital and labor, the small size of enterprise, and the high incidence of perfect or ‘near-perfect’
competition (Lipton, 1984). However, Guha-Khasnobis, Kanbur, and Ostrom (2006) argued
that these aspects or characteristics of activities—or of a sector—are the consequences of an
economic process rather than core defining aspects of informality and that the core concept

has to be the relationship of the informal activity to state regulation.

In this vein De Soto (1989) defined informal economy as the collection of firms, workers,
and activities that operate outside of the legal and regulatory framework. Indeed, most re-
searchers have agreed that the proper scope of the term ‘informal sector’ encompases “those
actions of economic agents that fail to adhere to the established institutional rules or are de-
nied their protection” (Feige, 1990:990). Or alternatively, it includes “all income-earning ac-

tivities that are not regulated by the state in social environments where similar activities are

7Other terms associated with the informal economy include the ‘black market’, the ‘shadow economy’, the
‘underground economy’, the ‘second economy’, the ‘submerged economy’, the ‘gray economy’ or the ‘unstruc-
tured economy’.
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regulated” (Castells and Portes, 1989:12). Later, Sinha and Kanbur (2012) stated that infor-
mality of an employment relationship or informality of a production unit is generally defined
as the lack of one or more forms of state mandate regulation such as enrollment into a social se-
curity system, registration for tax payments, or minimum wage regulation. Evidently, details
vary from country to country, which makes cross-country comparison difficult and precarious,

but the concept of informality ought to be unambiguous (Sinha and Kanbur, 2012).3

These definitions do not make a judgement on whether such activities are good or bad, leav-
ing the matter to empirical investigation. However, a key distinction must be made between
‘informal” and ‘illegal’ activities because each of them have different characteristics that sets
them appart from each other (Centeno and Portes, 2006).° An ‘illegal’ activity involves the
production and/or commercialization of goods and/or services that are defined in a specific
society as ‘illicit’, while an ‘informal’ activity deals, for the most part, with ‘licit’ goods and/or
services (Centeno and Portes, 2006). Thus, the basic difference between ‘formal’ and ‘infor-
mal’ relies not on the character of the final product, but on the manner in which it is produced
or exchanged.' By explicitly distinguishing these three categories (formal, informal and il-
legal activities) it is possible to explore their mutual relationships systematically, a task that

becomes difficult when ‘illegal’ and ‘informal’ are confused (Centeno and Portes, 2006).

Moreover, the elusive nature of the informal activity has also contributed significantly to
the challenge of defining and measuring it accurately. The necessity to measure, quantify, and
made internationally comparable the informal sector led the International Labour Organiza-
tion (ILO) in 1993 to recommend, in the 15™ International Convention of Labour Statisticians
the use one or more of the following three criteria when defining informal sector: (i) no reg-
istration of the enterprise; (ii) small size in terms of employment; and (iii) non-registration
of the employees of the enterprise (1ILO, 1993). The 1LO was aware that, given the conceptual-

ization of the informal sector, the process of turning the concept into an empirical measure

8The definition of ‘informal sector’, ‘informal worker and ‘informal firm> may vary from country to country,
as the definition depends on the laws and regulations of individual countries. Santiago Levy (2008) does a very
good job of defining these concepts for Mexico in light of his quantitative research, but this definition might not
be appropriate for other countries and may limit the scope of qualitative research since he uses job security as
the measure of formality, defining participants in the informal economy as those who do not have employment
security, work security, and social security.

®Centeno and Porter (2006) point out that the legal and criminal, like the normal and abnormal, are socially
defined categories subject to change.

°Thus, clothing, food, or computer chips—all perfectly licit goods—may have their origins in legally regulated
production arrangements or in those that bypass official rules (Centeno and Portes, 2006)
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could vary from country to country. As a guideline, the 1LO presented a general definition or

general concept of informal sector:™"

The informal sector may be broadly characterized as consisting of units engaged
in the production of goods or services with the primary objective of generating
employment and incomes to the persons concerned. These units typically operate
at a low level of organization, with little or no division between labour and cap-
ital as factors of production and on a small scale. Labour relations—where they
exist—are based mostly on casual employment, kinship or personal and social

relations rather than contractual arrangements with formal guarantees.
(ILO, 1993:2, 2013:14)

The appeal of the term ‘informality’ most likely lies in its ability to signify a collection of
circumstances, such as the absence of regulation, the irregular or undefined status of a worker
or firm, the smallness of size of an enterprise, and so on, that in general go hand in hand

(Hussmanns, 1996).

Thus, there are two specific reasons why informality—understood as the vaguely defined
collection of characteristics considered above—has endured in development and policy dis-

cussions.

The first is the high correlation between poverty and informality. Even though some main-
stream research—such as that by Castells and Portes (1989) and Martha Chen (2006)—has
pointed to the existence of heterogeneity in the informal sector, recent empirical economic
research—including Chen’s (2006) article, Jutting and de Laiglesia (2009), and the National
Commission for Enterprises in the Unorganized Sector (NCEUS) (2007) report on the ‘unor-
ganized’ sector—illustrates that the individuals operating in the informal sector have a high
incidence of poverty and are largely poor according to both income and non-income measures

(Sinha and Kanbur, 2012).

The second reason why informality is fundamental to the development discussion is be-
cause several development theories predict, directly or indirectly, that informality will fade

away as development advances. For example, this can be concluded to be the forecast of the

""Some scholars have used the 1L0’s guidelines to reach their own definition of the informal sector. For example,
in their book Trade Liberalization and India’s Informal Economy, Harriss-White and Sinha (2007) use the 1L0’s
guidelines to describe the informal sector as consisting of units involved in the production of goods and/or services
working characteristically at a low level of organization, with very low or no division between capital and labor
as factors of production—or between labor and ownership or management—and generally on a small scale, in
order to preserve its condition of informality through anonymity.
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so called ‘Lewis Model of Development’, drawn up by William Arthur Lewis in his 1954 paper
‘Economic Development with Unlimited Supplies of Labor’, in which labor is removed from
the ‘traditional sector’ and put into the ‘modern sector’ during the process of development
(Lewis, 1954). In fact the share of the informal sector in total output (gross domestic prod-
uct or gross national product) or total employment is frequently utilized as an indicator of a
nation’s development. For example, Flodman Becker (2004) used those terms of reference to
define the informal economy (or informal sector) as that part of an economy that is not taxed,
monitored by any form of government, or included in the gross national product (GNP), unlike
the formal economy. Nevertheless, informality has not diminished significantly over the last

years but might even have risen in a number of nations (Kanbur, 2o0171).

Thus, because of its inherent heterogeneity in conceptualization, there are several ways of
defining informality, the informal sector or informal economy. Among the several definitions
used in the literature there is a distinction between those that look at informality from the
firm’s perspective (the ‘productivity’ view), and those that consider rather the status of the
firm’s employees (the ‘social protection’ view) (Perry et al., 2007). The first view focuses on
the type of firm and its legal status, and it includes small-scale production units with no legal
separation from their owners (i.e., firms not legally registered as businesses), such as family-
based businesses in which one or more family members participate, and micro-enterprises
with at most five employees (Gérxhani, 2004; Oviedo, Thomas, and Karakurum-Ozdemir,
2009). This definition has been used in important contributions to the literature, such as the
seminal work of De Soto (1989) for Peru. The ‘social protection’ or ‘legalistic’ view focuses on
employment, recognizing that in many cases larger, formally registered firms establish infor-
mal working contracts with their employees, thus avoiding payment of social security contri-
butions, severance payments, and other penalties in case of dismissal (Oviedo, Thomas, and
Karakurum-Ozdemir, 2009). An example of this is the definition used by Levy (2008) who
uses job security as the measure of formality, defining participants in the informal economy as
those who do not have employment security, work security, and social security.”* This second
view allows for informality to take place both in informal and formal production units. The
1LO (1993) definition aforementioned contemplates both types of informality, and it includes
also households producing goods for their own final use, as well as households employing
paid domestic workers, as parts of the informal sector. Yet another dimension of informality

relates to firms’ compliance with regulations, for instance tax evasion. Several studies con-

*Or Anton, Hernandez and Levy (2007:11) who define informality as “the inobservance of contributive social
insurance”.
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sider lack of regulatory compliance as a part of informal economic activity (Schneider and

Enste, 2000; Gatti and Honorati, 2008).

For the purpose of this research I will use a general definition of informality, in line with
the concepts presented above.™ I have decided to use the definition given by Oviedo, Thomas,

and Karakurum-Ozdemir (2009:3) which states: ©

Informality’ means legal economic activity taking place below the radar of govern-
ment.'# It takes many forms, from the unregistered small firm, to the street vendor,
to the large, registered ‘formal’ firm that employs a share of its workers without
offering them written contracts with access to benefits and unemployment protec-
tion."S Thus the importance of being precise as to what kind of informality one
refers to—unregistered firms, unprotected workers, the self-employed—because
the appropriate [research, regulation, and] policies are likely to differ depending

on the aspect under consideration.

I use the term ‘informality” in the definition for practical reasons. My view in this work is
nominalist and I see no particular difficulty in substituting this term for ‘informal economy’ or
‘informal sector’.*® In the following chapters, I use these terms as synonyms. The reasons for
deliverately opting for the concept of informality were the existence of an extensive prior re-
search literature under this label and the desire to build on this literature rather than challenge
it.

Moreover, there are still more practical distinctions—within the informal sector and its
sub-categories—that could be made for any specific purpose in research, but in particular for
policy-making. It must be clear which groups, segments, or sub-categories are referred to in a
work when the informal sector or informal economy is discussed. This thesis deals primarily
with street vendors but throughout its analysis it also deals with other groups, segments, or
sub-categories of informality (e.g. metro vendors, commercial plaza vendors, etc). The nar-
rative will make clearer to the reader what the relationship is between these other groups and

street vendors (and with informality in general) as well as their relevance for this study. Thus,

I will not use the 1L0 (1993) definition on informal sector since this is not a quantitative research and also to
leave open to discussion some aspects of informality such as scale and level of organization.

"“Hence, the term informality refers to activities that are normally subject to taxation and other regulations,
and thus excludes all kinds of activities explicitly considered illegal (e.g. drug trafficking, etc.).

" According to Levy (2008) evidence shows that in Mexico minimum wage laws are not binding, and therefore,
we can ignore this in the definition.

“In other words, I will use almost indistinctively the expressions ‘informality’, ‘informal sector’ and ‘informal
economy’ throughout this thesis to refer to the same idea or notion; even though, strictly speaking, these concepts
may not be the same thing.
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throughout this work, I will generally refer to ‘street vending’ as ‘informal street vending’ to
underline its condition of informality and to refer specifically to this group or sub-category of
the informal sector that will be primarily analyzed in this thesis, as it will be explained later

in this chapter.

[.3 Literature review on the informal sector, informal economy, and informality

This chronological literature review is a selection of the most relevant and influential works
I reviewed throughout the period of research. These are: the original works on the subject,
which developed the concepts of the informal sector, informality, and the informal economy;
the works that marked a milestone in the study of the informal sector, informality, and the
informal economy; those studies which share a similar political, social, or economic research
approach to this thesis; and finally those works that cover the same geographical location
(Mexico and Mexico City), analysing especific policies implemented or studies performed in

these locations in matters of informal sector, informality and informal economy.

1.3.1 Initial notions of informality, informal sector and informal economy

The first notions of the ‘informal sector’ and ‘informal labor’—using the terms ‘subsistence
sector’ and ‘disguised unemployment’—are credited to the economic development model pro-
posed by former LSE economics professor and Nobel laureate William Arthur Lewis. In 1954,
W. A. Lewis published what became his most influential development economics paper: ‘Eco-
nomic Development with Unlimited Supplies of Labour’, in which he identified and analyzed
the idea of the informal sector and even of informal street vending. Lewis states that an unlim-
ited supply of labour existed in those countries where population is large relatively to capital
and natural resources, and then draws attention to the existence of a ‘disguised unemploy-
ment’, where many workers make a living with negligible, zero or even negative marginal
productivity. Lewis points out to a whole range of casual jobs as occupations that usually
have the multiple of the number they need, each earning very small sums from ocassional em-
ployment. He identified ‘petty retail trade’ as one of those occupations and asserted that it

was enormously expanded in overpopulated economies (Lewis, 1954).

In explaining his model of unlimited supply of labor, Lewis used the concept of the ‘cap-

italist sector’ to define “that part of the economy which uses reproducible capital, and pays
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capitalists for the use thereof” (Lewis, 1954:146). Workers laboring outside the ‘capitalist sec-
tor’ earn what they can in the ‘subsistence sector’ which is “all that part of the economy which
is not using reproducible capital” (Lewis, 1954:147). Moreover, in his 1955 book Theory of
Economic Growth, Lewis presented a model where he explains ‘employment’ or ‘livelihood
generation’ mainly within the developing world (Lewis, 1955). Lewis used the expression ‘dis-
guised unemployment’ in both publications to describe a type of employment he regarded as

falling outside of the modern industrial sector (Lewis, 1954, 1955).

The theoretical model of economic development that Lewis elaborated introduced the two
assumptions that there was an unlimited supply of labor in most developing countries and
that, as the modern industrial sector in these countries expanded, this large pool of surplus
labor would be absorbed (Lewis, 1954). The optimism of the Lewis model of economic devel-
opment led many scholars in the 1950s and 1960s to accept as true that ‘traditional’ forms of
production and work would vanish as a result of economic progress in developing countries.
As this optimism proved to be unsubstantiated, scholars turned to examine more closely what
was then dubbed the ‘traditional sector’. They found that this sector had not only endured, but
in fact had expanded to include new developments. Realizing that these forms of production

were here to stay, scholars continued and deepened their study.

Thus, after Lewis, the conceptualization of informality or the informal sector was further re-
fined by anthropologist Keith Hart in his 1970 paper ‘Small-Scale Entrepreneurs in Ghana and
Development Planning’, in which he described the activities of small entrepreneurs in Ghana
who increased their revenues by investing their savings in various short-term provisional busi-
nesses.'”” Hart was worried about the increasing importance of this small-scale mercantile
class and its potential impact on the overall economy. In this 1970 paper, Hart contended that
these activities had been overlooked as potential sources of development because they often
were outside of the overriding image of modern development, associated with large compa-
nies collaborating jointly with government officials. Hart’s paper also noted a feature that
would be addressed later on by other scholars such as Hernando De Soto and John C. Cross:
the vitality in the activities performed and the sense that this group of people were not only
surviving individuals, but also supplying fundamental and necessary services for their country

as a whole (Hart, 1970; De Soto, 1989; Cross, 1998).

7Hart also used the notion to refer to much of the inter-urban transport and residential construction in Ghana.
Therefore, we could say that Hart identified three of the most representative activities in the informal sector: in-
formal trade, informal transport, and informal housing.
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The expression ‘informal sector’—although correctly attributed to the British anthropolo-
gist Keith Hart for his research on Ghana, even though the term was first published by him in
1973 (Hart, 1973, 2006)—first appeared in an International Labour Organization (1Lo) pub-
lication in 1972, a report on Kenya titled Employment, Incomes and Inequality: A Strategy
for Increasing Productive Employment in Kenya. This 1972 1LO report, among other things,
underscored the problems in the measurement of both labour force and employment. It stated
that the problem with the labour force was “to define who is in it—a difficult matter given the
limited opportunities for employment, particularly for women, and the difficulties of predict-
ing how participation might change with a change in the social context” (1Lo, 1972:4—5). The
problem with employment was that “the statistics are incomplete, covering a major part of
wage-earning employment and some self-employment in the larger and more organised firms
but omitting a range of wage earners and self-employed persons, male as well as female, in

what we term ‘the informal sector’...” (1LO, 1972:5).™

Almost simultaneously with the 1972 1L0 report,*® Hart published his 1973 paper ‘Informal
Income Opportunities and Urban Employment in Ghana’ where he developed further the con-
ceptualization of the informal sector. Hart points out to informal work and suggests that infor-
mal economic activities could include undertakings with autonomous capacity for generating
growth in the incomes of the urban (and rural) poor. He denotes that the distinction between
formal and informal income opportunities is based essentially on that between wage-earning
and self-employment, and suggests that the key variable is “whether or not labour is recruited
on a permanent and regular basis for fixed rewards” (Hart, 1973:68).>" Hart goes on to affirm
that “most enterprises run with some measure of bureaucracy are amenable to enumeration by

surveys, and constitute the ‘modern sector’ of the urban economy. The remainder—those who

"Hart justified the use of the term ‘informal sector’ by explaining: “I hoped to interest economists [in the
concept of the informal sector] by presenting my ethnography in a language they were familiar with. The idea
of an informal sector was taken up quickly by some of them, so quickly indeed that a report by the International
Labor Organization (ILO, 1972) applying the concept to Kenya came out before my own article had been published”
(Hart, 2006:25)

“The 1972 1LO report also makes a description of the informal sector: “The popular view of informal-sector
activities is that they are primarily those of petty traders, street hawkers, shoeshine boys and other groups ‘under-
employed’ on the streets of the big towns. The evidence presented... suggests that the bulk of employment in the
informal sector, far from being only marginally productive, is economically efficient and profit-making, though
small in scale and limited by simple technologies, little capital and lack of links with the other (‘formal’) sector.
Within the latter part of the informal sector are employed a variety of carpenters, masons, tailors and other trades-
men, as well as cooks and taxi-drivers, offering virtually the full range of basic skills needed to provide goods and
services for a large though often poor section of the population.” (iLo, 1972:5).

**Chen et al. (2002) noted that many African researchers, particularly at the Institute of Development Studies,
in the University of Nairobi, had been studying the sector before the 10 report and the Hart papers were published.

*'Something that Hart (1973:68) denominates the ‘degree of rationalization of work’.
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escape enumeration—are classified as ‘the low-productivity urban sector’, ‘the reserve army

of underemployed and unemployed’, ‘the urban traditional sector’, etc.” (Hart, 1973:68).

Furthermore, Hart offers a typology of urban income opportunities. In doing so, he states
that the number of those outside the organized labour force is very large and that informal ac-
tivities encompass a wide-ranging scale (from marginal operations to large enterprises) (Hart,
1973). Most interestingly, he acknowledges that “a consideration of income opportunities out-
side formal employment must include certain kinds of crime” (Hart, 1973:68) and declares
that the incidence of illegitimate activity was all-pervasive, mentioning it was difficult to find
anyone who had not transgressed the law at some point, frequently with some profitable re-
sults if undetected (Hart, 1973). His typology of urban income opportunities differentiates
between legitimate and illegitimate activities in the informal sector: i) Formal Income oppor-
tunities; ii) Informal income opportunities: legitimate; and iii) Informal income opportunities:
illegitimate (those activities that broke the law in one way or another, e.g. usury, prostitution,

drug-pushing, larceny, etc.) (Hart, 1973).

He concluded his paper by opening the ideological debate about informality and by pointing
out the avenues for future research. Hart stated that, while socialists may argue that foreign
capitalist dominance determines the scope for informal (and formal) development, and con-
demns the majority of the urban population to deprivation and exploitation, liberals may see
in informal activities, “the possibility of a dramatic ‘bootstrap’ operation, lifting the underde-
veloped economies through their own indigenous enterprise” (Hart, 1973:89). Hart concludes
that “before either view may be espoused, much more empirical research is required... histor-
ical, cross-cultural comparison of urban economies in the development process must grant a
place to the analysis of informal as well as formal structures” (Hart, 1973”89). Next section
will continue the debate on the definition of informality, after the initial positions of Lewis

and Hart.

1.3.2 Evolution of the informal sector debate after Lewis and Hart

After Hart, the literature on informality and informal sector is divided into two groups. On
one side, there were the policy-oriented studies of the Lo and the Regional Employment Pro-
gram for Latin American and the Caribbean (Programa Regional de Empleo para América
Latina y el Caribe, PREALC). These agencies viewed informality as an inexpensive way of em-

ployment creation through micro-business growth and self-employment opportunities, but
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these conditions would only be effective if structural inequalities that favored large compa-

nies could be overturned (PREALC, 1978; Sethuraman, 1981; Cross, 1998).

On the other side, there was this notion that informality is bad. It is bad for poverty re-
duction, for equity and for competitiveness. This view was based on the common agreement
that informality was linked to poverty and economic activities characterized by low produc-
tivity and low income generation prospects. This notion was framed within the so called
neo-Marxist literature. This literature states that entrepreneurs in the informal sector were
in reality ‘disguised workers’ who were being exploited in many and different ways by formal
companies and, in the end, by international capital (Birbeck, 1978; Gerry, 1978; Alonso, 1980;
Portes and Walton, 1981; Lopez-Garza, 1985). For the most part, this line of reasoning was
that the situation in the informal sector could not get better since informal workers were in
some kind of ‘informality trap’, living in a state of exploitative, unethical, and disadvanta-

geous relations with the formal sector and unable to break away from it (Cross, 1998).**

These two visions portrayed people working in the informal sector as passive economic
and political agents rather than active economic and political actors, as those who had failed
to win the race for formal jobs rather than individuals making an effort to have an honest
and decent living. At this time, those writing on informality saw the phenomenon as a ‘refuge
occupation’ and failed to notice the ‘human ingenuity’*? (Hart, 1970; Cross, 1998) behind it—
understood as the process of applying clever, original, and inventive ideas to solve problems
or meet challenges—which would be later underlined by De Soto (1989) and Cross (1998). By
the same token, while the conceptualization of informality was vaguely defined as an activity
not registered or not regulated by the state, a few authors—among them Whiteford (1974) and
Bromley (1978)—discussed, even if only partially, the particular matter of state regulation (De

Soto, 1989; Cross, 1998).

Analytical work on informality in matters of state regulation was necessary as it was pre-
cisely the informal agent’s ability to circumvent the law and avoid paying fees and taxes that
made the activity lucrative and favorable for them. However, these factors presented a moral
and a political quagmire: people working in the informal economy can make a living mainly

because they are infringing the law (Cross, 1998). Moreover, this opened up a whole new arena

*An ‘informality trap’ is a set of conditions—regulatory, economic, social, or even political—which makes it
very difficult for workers or firms to escape informality. Informality impedes firm development or increases in firm
size, by undermining investment and productivity growth. Contrary to the common belief, informal firms do not
always develop and join the formal sector. Instead, they are caught in an informality trap, excluded from markets
for funding, and forced to evade taxes and other regulations in order to be able to compete with more productive
or formal competitors (Kenyon and Kapaz, 2005; Kanbur, 2011).

*This ‘human ingenuity’ is an integral part of the culture of informality.
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of political and economic implications not only between the informal and formal economies,

but also between informal agents, the state, and political parties.

1.3.3 State regulation and the informal sector

The book The Other Path** by Peruvian economist Hernando De Soto, published in 1989, is
a milestone in the field of the informal economy. This seminal work is not only a detailed
description and study of the informal economy in its many forms and fronts in Peru, but
also the first systematic effort to analyze the role of state regulation in the configuration of
the informal economy. De Soto argued that the regulatory system itself is responsible for the
outburst and rapid growth of the informal economy. He acknowledged that by determining
the legal basis of formality, the state was effectively defining what activities were informal
(De Soto, 1989). He also maintained that the state in fact encouraged informality by setting
up ‘semi-formal’*S administrative rules for many informal agents, such as informal transport
(informal taxis), informal trade (street vendors), and informal housing (informal settlers) (De

Soto, 1989; Cross, 1998).

De Soto portrayed informal economic activities as the ‘other’ path towards development
and as an economic alternative to both the guerrilla group (the Shining Path) and the state’s
inability to satisfy basic needs. In thinking of the informal economy as a form of develop-
ment, De Soto advanced previous work done by the 1Lo. In thinking informal economy as an
economic alternative, De Soto gave a viable option versus the guerrilla’s alternative*® and ac-
knowledged the underlying conflict between the state and the informal sector (De Soto, 1989).
However, he did not thoroughly discuss or analyze the political implications and consequences

of the informal economy (Cross, 1998).

*The title of the book, The Other Path, or “El Otro Sendero”, alludes to Sendero Luminoso, the guerrilla
movement in Peru called the Shining Path. The title evokes the opening of economic opportunities for the poor
by formalizing the informal economy, as an alternative to the proposal of the guerrilla, which was that of regime
change by any means possible, including violence and terrorism. Many poor people who did not find opportunities
for a better life joined the guerrilla hoping to get these opportunities once the guerrilla took over the state.

*This thesis further develops the idea of ‘semi-formality’, as it refers to not only to the establishment of admin-
istrative rules that are only partially enforced (as De Soto suggested), but also to a more elaborate ‘semi-formal
status’, as described in the following chapters.

*The Sendero Luminoso (Shining Path) guerrilla movement is a Maoist insurgent organization in Peru. Its
objective was to substitute the existing ‘bourgeois democracy’ with what the guerrillas named ‘new democracy’.
The Shining Path believed that by imposing a dictatorship of the proletarian, its members could achieve pure
communism. In 1980, the movement started a guerrilla war in the countryside (in the Ayacucho region) and
gradually moved to Peru’s urban areas. It was supported by peasants and the urban poor by filling the political
void left by the central government and providing ‘popular justice’. In 1992, after the capture of its leader, Abimael
Guzman, the Shining Path’s activities declined (Gorriti, 1999).
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Almost simultaneously to De Soto’s work, Castells, Portes, and Benton (1989) edited The
Informal Economy: Studies in Advanced and Less Developed Countries’. The contributors
to this book took an international perspective and included several case studies from different
countries in different regions to present an innovative multicountry comparative study in spite
of the different methodologies and disciplinary approaches used. The authors reviewed the ex-
isting literature, presented findings from studies in fourteen cities and ten different countries,
and analysed the implications of their research for practical attempts to respond to the in-
formal economy, helping readers to understand informality better. Contributors of this work
pointed out that informality is not exclusive to the poor and reflects an economic and political
rearrangement between workers and employers, and a shift in the regulatory mission of the
state. In this book, Castells and Portes (1989) outlined the general theoretical framework of
the cases presented—which would become influential in future research on the subject—and
stated that since the informal economy does not result from the inherent characteristics of
activities but from the social definition of state intervention, the boundaries of the informal
economy vary in different context and historical circumstances. Furthermore, these bound-
aries of informality are determined by the dynamics of social struggles and political bargain-
ing, which involve but are not limited to the changing conflict between labor and capital. These
authors state that the social challenge posed by these developments lies in the choice between
the advantages of a new society based on the relationship between unrestrained capital and
primary social networks and those of a society in which public institutions extend control over
the logic of capital by incorporating into a new social contract workers and entrepreneurs op-
erating outside the legal realm. In addition, Fernandez-Kelly and Garcia (1989) challenged the
existing understanding of the regulatory functions of the state by examining the behaviour of
state agencies and their representatives in two North American cities: Los Angeles and Miami.
Their analysis further expanded the literature on the relationships between the informal econ-
omy and the state by contending that informality developed from complicated relationships

between government regulations, semi-regulations, and economic agents.

1.3.4 The emergence of politics in the informal sector debate in Latin America

In 1994, a book edited by Cathy Rakowski called Contrapunto: The Informal Sector Debate
in Latin America was published. Two of the most valuable contributions to this book are
the chapters by Moser (1994) and Rakowski (1994) who comprehensively evaluated the op-

posing postulates that made up the theoretical debate on the informal sector until the mid
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1990s. Both authors provide overviews of the issues at the center of the informal sector de-
bate, comparing periods 1970-1983 and 1984—1993, respectively. Moser (1994) argues that
the early debate emerged from studies of unemployment, employment, and poverty and they
mainly focused on whether or not—and under what conditions—the activities identified as
an informal sector could generate economic growth and employment. Moser discussed how
progress on addressing this question got stuck on three problems: the first one was conceptual
or definitional (is the informal sector synonymous with poverty? Is informal sector one half
of a dichotomy or a segment on a continuum of activities?); the second problem was method-
ological (how to operationalize and conduct research on the sector—survey and census data
sets, case studies, ethnographic research); and the third one focused on the type of linkages
with modern activities (i.e. independent, subordinate). Moser argued that the third issue is
the most important for policy making and is in itself dependent upon definitions and meth-
ods. Hence, Moser articulated the critical issues between 1970 and 1983 and underlined their
relevance for undertanding the relationships between the state, capital-intensive development

strategies, and the persistence of the informal sector.

Rakowski (1994) argued that one critical shift in the debate was from a view of the informal
sector as resulting from the failure of development theories to a view of the informal sector as
a potentially rational and efficient opportunity for genuine development (Rakowski associates
this shift to the increasing exposure given to the ideas of De Soto and to the greater visibility of
NGOs and other microenterprise programs). The relevant academic and policy questions then
were: which informal activities generate economic growth and employment?; which serve as
a buffer against unemployment?; and what policies promote which informal activities? It is
argued that this shift in the debate contributed to the clarification of the different roles of the
informal sector and encouraged actors involved in the debate to talk to each other and avoid
getting lost in arguments over semantics and labels. Another change discussed by Rakowski
(1994) is the growing attention placed on ‘people’ (informals—people who engage in informal
activities) as opposed to a ‘sector’ (i.e. subcontracted workers, workers (entrepreneurs) and
owners of microenterprises, the under and unemployed). The resulting policy debate split
into a focus at the macro level on economic issues and how state bureaucracies obstructed
entrepreneurship; and at the micro level on the best means for promoting microenterprise

development.

This discussion helped to create a framework to elucidate the work of the other contributors
in the book, who analyzed empirical research findings and policies at the macro and micro

levels on the informal sector, bringing to the forefront the subjects of policy research and the
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role of the state. Some of the chapters in this book dealt broadly with politics, power, ideology,
exploitation, poverty, and entrepreneurship; setting up the basis for further research to come

on these topics.

Among the topics discussed by scholars carrying out research in the 1990s were the fairness
of regulation and enforcement, and the indirect benefits informality had for the state and the
formal sector. For example, if the state executes the law and enforces the payment of taxes
on some economic agents (the formal ones) but not on others (the informal ones), the non-
compliers are in a way being subsidized by the compliers, which should lead to demands for
fair and equal enforcement. Alternatively, informality may also help the state by reducing
the public demand for formal employment and economic benefits. Informality may also serve
the formal sector by making available low-cost inputs—including cheap labor—and providing
more efficient distribution channels. Nevertheless, the acknowledgement by scholars of the
role of the state in the informal sector led only to hints, insinuations, and suppositions of the

political position and interests of informal economic agents.

Thus, it became evident to scholars that a number of intricate political issues and prospec-
tive interest groups were involved in the informal sector. Moreover, if we accept that informal
economic agents take advantage of their status of informality, we recognize that they have the
ability to defend these benefits and advantages, either individually (by means of corruption
or evasion) or collectively (by means of organized resistance through a group or association)
(Cross, 1998). However, while political activity by informal agents—such as informal settlers,
street vendors, garbage pickers, and informal taxi operators—had been mentioned in the lit-
erature, there was no broader analysis of the political dynamics of the informal sector. This
changed from the late 1990s onwards, with advances made by a few authors, some mentioned

in the next section.

1.3.5 The informal sector in Mexico

Historian Gary I. Gordon in his doctoral dissertation ‘Peddlers, Pesos and Power: The Po-
litical Economy of Street Vending in Mexico’ (1997b), sociologist John C. Cross in Informal
Politics: Street Vendors and the State in Mexico City (1998), and editors Patricia Fernandez-
Kelly and Jon Shefner in Out of the Shadows: Political Action and the Informal Economy
in Latin America (2006) have contributed to fill this gap, particularly in the case of Mexico.

They dealt with several questions of a political, historical and social nature that had only been
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considered in part by the literature until then, for example the politics of informal groups, the
evolution of regulations to tackle informality, and the influence of marginal poor civil society
groups on democratization. Most importantly, they have shed light on how it is possible that
groups that were in general considered to be politically peripheral—such as informal street
vendors—could influence state actions and decisions in the presence of potential opposition

from different groups within the formal sector and the state.

In 1997 Gary I. Gordon presented his doctoral dissertation, which analyses the political
economy of street vending in Mexico, at the history department of the University of Chicago.
Although his research is little known in the mainstream literature on the informal sector, Gor-
don’s work has been a valuable reference for this thesis in its historical analysis of the regu-
latory framework of street vending in Mexico. Gordon (1997b) argued that the conflict over
street vending in Mexico City is essentially a struggle among urban interest groups over the
use of public space, with established formal merchants and wealthier city residents on one side
and the poor urban population on the other. Since 1929 Mexico City authorities have con-
ducted a number of campaigns to remove street vendors from the city’s historic downtown, at
times with great violence. These campaigns have alternated with periods of ‘corrupt tolera-
tion’ by city officials. According to Gordon (1997b), these cycles of repression and toleration
have been the result of changes in the city’s employment situation, the changing interests of
the ruling party, and transformations in the urban environment. He placed the present-day
conflict over street vending in historical perspective, explaining how street vending came to
be the intractable policy problem it is today. This perspective demonstrated that institutional
failures in the Mexican legal and political systems bear principle responsibility for fostering
conflict. This situation detracts from the efficient functioning of the city, if any, and provides
political advantage and opportunities for corruption to public officials. The narrative of the
street vending conflict presented by Gordon (1997b) also sheds light on the development of the
state-society relationship in modern Mexico. In recent years and until the mid-1990s, street
vendors (and other ‘popular sector’ groups) have taken on an increasingly important role in
maintaining Mexico’s ruling party in power. Gordon (1997b) suggested that this circumstance
has favoured the vendors as a group, but has caused a situation in which the majority of ven-
dors remain legally insecure and subject to exploitation by their own organization leaders and

the political establishment.

John Cross’s book is the work that most closely antedates and inspires this thesis. Using
historical and ethnographic research, Cross (1998) showed how, starting in the mid 1950s

and subsequently, local authorities combined harsh repression and negotiation to control the
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informal occupation of public spaces in Mexico City. Street vendors responded by seeking
protection from politicians in exchange for votes and political support. However, according
to Cross (1998) the forging of clientelistic relationships, which is a common practice in Mexico,
was only part of the story. Government officials, overwhelmed by individual applications for
permits to sell goods on the thoroughfare and eager to rid themselves of continuous demands,
offered to negotiate with street vendors but only if they formed organizations affiliated to the
ruling party. The result was not the elimination of street vending as they had expected but
the proliferation of street vendor associations, an unintentional outcome of the ambiguous
interaction between state representatives and informal agents. In this case, city officials acted
as a catalyst for the political mobilization of street vendors (Cross, 1998). In this way, Cross
developed further the inquiry about the relationship between unregulated workers and the

state.

In Fernandez-Kelly and Shefner’s book the chapters by Centeno and Portes (2006), and
Cross and Pefia (2006) deserve particular attention. They both expanded our understanding
of nuances in the relationship between government structures and informal agents. This is
in contrast to earlier research which emphasized the antagonistic relationship between the
state—conceived as the body responsible for the creation and implementation of legislative
restrictions—and informal agents attempting to circumvent control. As these authors showed,
that polarity proved to be, at best, a simplification. An important contribution of these two
chapters is the elucidation of how economic behaviours intersect with regulatory structures.
According to Centeno and Portes (2006) it is not only the state’s ability to pass laws but also
its capacity to enforce them that determines the size and shape of the informal sector. Their
classification of ‘frustrated’, ‘welfare’ and ‘liberal’ states complements with Cross and Pefia’s
(2006) use of the terms ‘informal’, ‘illegal’ and ‘mafia’ to identify different types of economic
transactions among unregulated workers and entrepreneurs. The intersections of this model
yield various results. In some cases, informality favours state regulation, in others, it opposes
it. At first sight, the informal sector may seem homogeneous but, as these authors revealed, it

is internally heterogeneous.

1.3.6 The conceptualization of the informal sector evolves

Conceptually speaking, things started to evolve by the end of the 1990s. In 1999, economist

William Maloney published a paper titled: ‘Does Informality Imply Segmentation in Urban
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Labor Markets? Evidence From Sectoral Transitions in Mexico.” In it Maloney (1999) argues
that the traditionalist dualistic view of the relationship between formal an informal labor mar-
kets is probably conceptually inappropriate. He uses the National Urban Employment Survey
(Encuesta Nacional de Empleo Urbano, ENEU), taking advantage of its panel characteristic,
which follows individuals for fifteen months, to examine earnings differentials and mobility
patterns as workers move from formal salaried employment to three modalities of informal
work: self-employment, informal salaried employment, and contract work. He concludes that
both earnings differentials and mobility patterns indicate that much of the informal sector is
a looked-for alternative for workers. Therefore, these modalities of informal work can exist

in unsegmented labor markets, and they can be actually well-integrated.

A few years later, in 2004, Maloney published ‘Informality Revisited.” Maloney (2004) is
related to Maloney (1999), going against the dualistic view of labor markets and offering a dif-
ferent view for the countries in the Latin American and Caribbean region. The author revisits
the segmented labor markets view, citing evidence from his previous panel data analysis on
Argentina, Brazil and Mexico, to conclude that, as a first approach, we should view the infor-
mal sector as an unregulated, developing country equivalent of the voluntary entrepreneurial
small firm sector found in advanced countries (opposed to the view that the informal sector is
a residual composed by disadvantaged workers rationed out of formal jobs). After presenting
evidence to sustain this point, the author concludes that policies towards decreasing informal-
ity in the Latin American and Caribbean region should gear towards increasing the size and

productivity of the formal sector.

Thus, during the first decade of the 21st century, as the phenomenon of informality was
more widely recognized and studied, there has been a series of publications—papers and
books with different approaches and from different disciplines—that advance the research

on the topic on several fronts.*”

*Further work by Fajnzylber, Maloney and Montes (2006), examine whether micro-businesses in developing
countries have a similar or different behaviour from their industrial counterparts for the case of Mexico. Using
the National Urban Employment Survey (ENEU) and the Mexico’s National Survey of Microenterprises (Encuesta
Nacional de Micronegocios, ENAMIN), they conclude that the self-employment sector in Mexico corresponds to
the dynamic models of voluntary entrepreneurship that is described in the mainstream literature, that correspond
to the one existing for industrial countries.
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1.3.7 Recent developments on the evolution of concepts and policies of informality

In 2006, a multidisciplinary group of distinguished scholars led by Guha-Khasnobis, Kanbur,
and Ostrom contributed to Linking the Formal and Informal Economy: Concept and Policies
(2006). The book revisits the concepts and measures of the formal and informal economies
and then provides some empirical studies of policies and inter-linking between informality and
formality. Among its main postulates are the proposal of moving beyond the formal-informal
dichotomy and the suggestion of taking a more subtle or ‘nuanced’ approach, and considering
the conceptual and empirical advances and past policy failures when characterizing informal-
ity as disorganized or unsystematic. Particularly useful for this thesis are chapters 5, 7 and 14.
Chapter 5 (written by Martha Chen) starts comparing the old and new views of the informal
sector: the new views do not longer describe the informal sector as a traditional economy,
marginally productive, and clearly separated from the formal sector. On the contrary, Chen
argues that the new views have as a central characteristic a continuum of economic relations,
where labor relations tend to fall in the middle of a continuum between a pure ‘formal’ rela-
tion (regulated and protected) and a pure ‘informal’ one (unregulated and unprotected). She
also claims that workers and production units can work simultaneously at different points of
the continuum. Moreover, Chen proposes that the two extremes (formal-informal) are often
dynamically linked: formal enterprises hire informal workers and many informal firms have a
direct relationship with formal enterprises (e.g. buying them products or services). This ‘con-
tinuum’ proposal has an interesting corollarium for public policy design: the formalization
debate should take into consideration that, depending on the segment of the informal econ-
omy that is being considered, there can be different meanings of the word ‘formalization’.
According to this author, even though it is the desired way to go, the feasibility of formalizing
the informal sector is unclear, and it is unlikely that all informal producers and workers can
be formalized. Her main point is that, at the end of the day, the policy challenge is to decrease
the costs of working in the informal sector and to increase the benefits of being formal. In
chapter 14 (written by Sally Roever), illustrated by a study about street markets and informal
traders in Lima (Peru), Roever claims that there is a need for a more stable and coherent reg-
ulatory framework. In the absence of such framework, there exists a high level of mistrust
between leaders of vending organizations and policy-makers. Interestingly, this mistrust does
not translate directly into unwilligness to formalize their businesses, which opens the door
to discuss formalization. As in Chen’s chapter, Roever explains that the meaning of formal-

ization varies, in her case, among street vendors, but in general, they agree that they could
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be better off formalizing their businesses (that in many cases means owning or renting an off-
street space instead of being in the streets). Chapter 7 (written by Norman Loayza, Ana Maria
Oviedo, and Luis Serven) is also an interesting contribution to the literature because it helps
understand the linkages between informality and regulation. More specifically, it concentrates
on the role of business regulation on economic growth and informality. Through regression
analysis of data for more than 70 countries around the world, Loayza and his co-authors con-
clude that high levels of regulation are associated with lower growth, especially clear in the
case of product and labor market regulation. They also point out the importance of taking
into consideration the ‘quality’ of regulation: stronger institutions help mitigate the adverse
impact that regulations have on growth. In terms of the impacts of regulation on informality,
the authors conclude that an increase in either product or labor regulation leads to a rise in
informality, but they also point out the importance of regulatory quality to attenuate this ef-
fect. Even though the authors find these results in terms of growth and informality, they do
not recommend eliminating regulations, because they make sense from other points of view
(social, environmental, etc.), but rather evaluating regulations in a more comprehensive way

to understand both their economic and welfare implications.

In 2007, the World Bank published Informality: Exit and Exclusion (Perry et al., 2007),
in which several specialists and economists examine informality in Latin America and the
Caribbean. The authors continue the discussion started by Martha Chen and William Mal-
oney about the informal sector in this region, deepenining the analysis of the reasons for and
causes of the emergence of informality and the implications of its growth. They describe in-
formality as a manifestation of a flawed relationship between the state and its citizens and use
two distinctive but corresponding perspectives to explain what drives informality. These are
informality driven by ‘exclusion’ from state benefits or from the circuits of the modern econ-
omy, and informality driven by voluntary ‘exit’ decisions resulting from private cost-benefit
estimates that lead firms and workers to opt out of formal institutions (Perry et al., 2007).
The authors argue that both perspectives contribute to our knowledge of the causes and con-
sequences of informality in Latin America. They conclude that reducing the levels of infor-
mality and overcoming the culture of informality will entail actions to increase aggregate pro-
ductivity in the economy, improve and correct poorly designed social policies and regulations,
and advance the legitimacy of the state by improving the quality and impartiality of state
policies and institutions (Perry et al., 2007). Particularly useful for the theoretical conceptual-
ization of this thesis was chapter 8, by Jaime Saavedra-Chanduvi, which refers specifically to

the relationship between the informal sector and the state and presents an enriching study of
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institutions and social norms where he argues that the state-society interactions underlying
informality, whether leading to exit or to exclusion, ultimately represent an indictment of the

general effectiveness and legitimacy of the state (Perry et al., 2007).

1.3.8 Political organization in the informal sector

In 2007, yet another group of scholars, led by Chen, Jhabvala, Kanbur, and Richards, con-
tributed to Membership-Based Organizations of the Poor (2007), or MBOP, a term the authors
use to refer to organizations whose governance structures respond to the needs and aspirations
of the poor because they are accountable to their members. Through its chapters—some the-
oretical, some empirical, and comprising specific case studies from South Asian, African, and
Latin American countries—the book elucidates several aspects of grassroots organizations,
including: what activities and structures characterize them; what their internal governance
structures and leadership styles are; why some organizations are successful while others are
not, and what factors account for the success; whether these factors are replicable across coun-
tries or even within the same country; and what constraints there are of successful MmBoP or-
ganizations that want to expand and/or of new ones being formed. While informality is not
exclusively a phenomenon in which only the poor participate, the associations of informal
street vendors have their origins in this type of civil society or grassroots organizations and
that is why the views expressed in this book are valuable for the purpose of this thesis. Rele-
vant for this work have been the introductory chapter 1 (written by the editors of the book)
and chapter 14 (written by Sally Roever) on Lima’s street vending organizations.*® In the in-
troductory chapter, the authors summarize the findings of the different study cases showcased
in the book, but they do not stop there: they also extract from the compiled research the in-
ternal and external determinants of success factors and challenges faced by MBoPs around

the world.*® In addition, the authors claim that there is an important role played by these

*¥n a previously cited book (Guha-Khasnobis, Kanbur, and Ostrom, 2006), Sally Roever also analyses informal
street vending in Lima, Peru, but does so in relationship to the need for a more stable regulatory framework. In the
case of Chapter 14 in Chen, Jhabvala, Kanbur, and Richards (2007), Roever analyses street vending organizations
in relation to its main success factors and challenges.

* According to the authors, the external factors behind successes and failures include: “functioning democratic
structures; capacity to run the organization; a moral code that guides actions; an enabling legal, political and
policy environment; diversified sources of finance and support that do not themselves undermine the mor”; and
the internal and external challenges that MBOPs face, as they grow and become more complex include: “enhancing
management capacity; maintaining accountability of organization to members; ensuring an enabling, rather than
debilitating, flow of external finance and support; changing the policy and regulatory environment so it becomes
more enabling of MBOP operations and of the members of mBops.” (Chen et al., 2007:19).
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organizations in terms of their impact on the country’s development. To preserve them and
maximize their development impact, the authors claim that there should be a set of reforms
in terms of their regulation, financial support, and inclusion in national and international
deliberation and policy making. Chapter 14, written by Sally Roever, looks at twelve street
vendors organizations (classifying them as MBOPs), assessing their ability to achieve organiza-
tional success. Even though she claims that some of these organizations can reach success in
terms of influencing the policy-making process and obtaining benefits for their members, she
concludes that a lack of compliance with the internal governance structure limits the success

of these organizations.

Also in 2007, a book was edited by John Cross and Alfonso Morales Street Entrepreneurs:
People, Place and Politics in Local and Global Perspective. The book is a collection of works by
several contributors focusing on the dynamics of street vendors and street markets worldwide,
and includes case studies from Latin America, Asia, and Africa as well as the usa and Europe.
The book centers on the political and social regulations of street markets and their business
strategies, methods of operation, and survival tactics. Its main line of argument is that street
vendors are reviving after several decades in which they were supposed to disappear, to be
replaced by more modern, efficient, and formal alternatives (supermarkets). However, policy-
makers and consumers are finding that street vendors and street markets animate and revitalize
social landscapes, and provide an important source of employment and a useful supply of
essential goods, particularly for the overlooked urban poor. While street vendors are no longer
generally seen as outcasts, they still face significant persecution and abuse from government
officials in many places in the world, and are generally perceived only to be relevant at the
local level as a curiosity or as a mechanism for survival. The chapters in this book address
several issues, such as the struggles that street vendors have faced to legitimize their activity,
the role they play in helping societies to adapt to or survive crises, and the functional role that
street vendors play in the social and economic systems at global and local levels. The authors
also analyze the ways in which street vendors can challenge the prevailing system of control
of space and the concept of property rights by different means at their disposal (Cross and

Morales, 2007).
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1.3.9  Evaluation of policies and proposals to address informality in Mexico

This section presents an analysis of certain policies that have been recently tried in Mexico in
order to reduce the size of the informal sector, or rather, to increase formality. In that sense,
in 2007, Kaplan, Piedra and Seira published the paper ‘Entry Regulation and Business Start-
ups: Evidence from Mexico’ (2007, 2011). They evaluate the Fast-Track Business Creation
System (SARE)?°, a federal program implemented during the Fox administration aimed at re-
ducing start-up regulatory costs. The program, targeted at municipalities, ensures that micro,
small and medium enterprises can register and begin operations in only two days. Apart from
speeding the registration process, the SARE clearly defines the procedures, fees and identities of
entities involved in the registration process. This type of programs were designed and imple-
mented with the objectives of decreasing informality and increasing tax revenues. Using three
sources of data (INEGI census data, industrial classification data, and 1mss data) Kaplan et al.
(2007, 2011) show the SARE program in Mexico generated 5 percent more new formal firms
per month in the eligible industries in the municipalities that were implementing this program.
Even though the effect of the program is positive and significant, they also conclude that these
programs alone will most likely have a small effect on informality and firm creation. More
comprehensive programs are necessary to have a sizeable impact on informality in countries

such as Mexico, which have a relatively large informal economy.?"

A few months later, Miriam Bruhn published ‘License to Sell: The Effect of Business Reg-
istration Entrepreneurial Activity in Mexico’ (Bruhn, 2008, 2011). Concurrently to Kaplan et
al. (2007, 2011), Bruhn (2008, 2011)3* analyzes the effects of the SARE reform on registration,
employment, prices and income.?? While Bruhn (2008, 2011) shows that the reform increased
the number of registered businesses by 5 percent in eligible industries, Kaplan et al (2007, 20171)
found an estimated increase that is 7.6 times smaller. An important point is that both papers
coincide in that the Mexican reform had a small impact on increased formal firm creation.

Programs like this one will most likely have a small effect on informality, firm creation and

3°Fast-Track Business Creation System (Sistema de Apertura Rapida de Empresas, SARE).

3T speak more about SARE and this paper in Chapters 2 and 5.

**Both Kaplan et al. (2007) and Bruhn (2008) published revised versions of their respective papers in 2o11. |
am including that year (20771) in the in-text citation for the reader’s reference.

3The main difference between Bruhn (2008, 2011) and Kaplan et al. (2007, 2011) is that, instead of using the
Mss data, Bruhn uses the National Employment Survey (Encuesta Nacional de Empleo, ENE). She claims that
the selection of this data set instead of the mvss allows her to give a more precise estimate given that: (a) one
disadvantage of using the 1mss data is that it does not capture registered firms without employees; and (b) not all
registered firms with employees are included in the mmss database. Additional differences mentioned by Kaplan et
al. (2007, 2011) include the fact that the length of exposure to the program differs between the two papers.
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growth. Other aspects such as the cost of paying taxes, and the small benefits of being formal

should be addressed in order to find a sizeable effect in the economy.34

Beyond policies that target individuals or enterprises, providing information or incentives
to register as formal businesses, or increasing enforcement, there are also proposals that are
broader in scope. This second type of proposals takes the own definition of informality,
critizicing the fact that people with different labor statuses are treated differently at the fis-
cal level, and goes for the dissapearence of this differential treatment of individuals according
to their ‘labor status’, which automatically makes informality dissapear (by definition).35 One
of the most important leaders of this type of proposals has been Mexican economist Santi-
ago Levy. In 2008, he produced a seminal work on informality called Good Intentions, Bad
Outcomes: Social Policy, Informality, and Economic Growth in Mexico. Levy analyzes the
period between 1997 and 2006—the same period as that discussed in detail in this thesis—
and finds that despite various reforms Mexico has become more economically stable but has
had insignificant growth. He points out that the Mexican government has directed a growing
number of resources into subsidizing the formation of informal jobs. These social policies
and programs have hindered growth, promoted illegality, and provided unreliable social pro-
tection to workers, trapping many of them in poverty. Levy observes that at present more
than 5o percent of Mexican workers are working informally, and about one-quarter of them
are considered poor (Levy, 2008). He claims that informality has cornered Mexico into a
two-sided quandary: provide benefits to informal workers at the expense of lower levels of
growth and productivity, or leave millions of (informal3®) workers without benefits. To solve
this state of affairs, Levy proposes that the existing social security system for formal workers
should be transformed into universal social entitlements (Levy, 2008). To achieve this, he sug-
gests eliminating wage-based social security contributions and increasing consumption taxes
on high-income households to concurrently raise the GDP’s rate of growth, decrease levels

of inequality, and enhance workers’ benefits (Levy, 2008). The most valuable contribution

**There is additional evidence of the impact of “formalization policies” for countries other than Mexico. For
the case of Brazil, De Andrade, Bruhn and McKenzie (2013) perform a field experiment in the state of Minas
Gerais (Brazil), in order to test different policy instruments, such as: providing information about how to register,
giving exceptions to some registration fees, and sending inspectors to the firms or sending inspectors to neighbour
firms (to detect potential spillovers). The main finding of the paper is that giving information and reducing the
costs of formalizing does not have a significant impact on formalization, but sending inspectors to the firms did
result in a small increase in municipal registration.

3 A necessary caveat: a broader reform like to one proposed by Mexican economist Santiago Levy is much
more difficult to pass politically. A long-term agenda with intermediate steps would be an essential part of such
approach, because of the profound fiscal and economic impacts that it entails.

3In Mexico, the social security system only covers salaried workers. Self-employed individuals and people
employed by a company in a non-salaried capacity are excluded from receiving government benefits (Levy, 2008).
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of Levy’s book is that it issues a course of action to reform economic and social policy in
Mexico, which is undoubtedly a fundamental element of introducing a fairer and sustainable

development strategy for the country.”

Drawing on Levy’s theoretical model (2008), in The End of Informality in Mexico? Fis-
cal Reform for Universal Social Insurance (2012), Anton, Hernandez and Levy analyzed the
phenomenon of informality in Mexico from an economic perspective, defining informality
as “the inobservance of contributive social insurance” (Anton, Hernandez and Levy, 2007:11).
The authors develop an economic model to study the implications of the dual social insurance
architecture3® existing in Mexico and propose a reform to shift taxation for social insurance
from labor to consumption. The authors argue that this reform—consisting of setting up a
value added tax (VAT) of 16 percent—will make it possible to provide all workers—regardless
of their status of formality or informality—with the same health and pensions benefits, and to
compensate poor households for the VAT increase, among other positive effects brought about

by the reform.

In ‘A Tale of Two Species: Revisiting the Effect of Registration Reform on Informal Business
Owners in Mexico’, Bruhn (2013) argues that there are different views that have been put
forward in terms of explaining why many firms operate in the informal sector. One of them
explains that informal business owners are being held back by registration processes in their
desire of becoming formal entrepreneurs (De Soto, 1989). The other point of view, in contrast,
proposes that informal business owners are so because they are in a transition period, they are
trying to earn a living while searching for a wage job (Tokman, 1992). Using panel data from
the Mexican National Employment Survey (Encuesta Nacional de Empleo, ENE), Bruhn (2013)

follows the approach of De Mel, McKenzie and Woodruff (2010) to classify informal business

70n July 22, 2013, Mexican president Enrique Pefia Nieto announced the Program for the Formalization of
Employment 2013 (Programa para la Formalizacion del Empleo 2013), a federal government program based on
the principles laid down by Levy’s work on informality. The initial stage was limited to 200,000 workers (less than
1 percent of the total number of informal workers in Mexico) and was in a pilot phase in December 2013. On
September 8, 2014 President Enrique Pefia Nieto launched a program to grant fiscal and social security benefits to
those working on the informal sector willing to formalize, in order to stop informality and increase productivity.
In an event named Let’s Grow Together. Being Formal, It Is Good For You! (Crezcamos Juntos. jSer formal,
si conviene!) the President signed the decree for the Regime of Fiscal Incorporation (Régimen de Incorporaciéon
Fiscal) and the Regime of Incorporation to the Social Security (Régimen de Incorporacion a la Seguridad Social)
which includes benefits such as access to health and social services, pension benefits, housing credits, income tax
discounts, economic aid for the small entrepreneurs, credits for businesses, and training programs (Hernandez,
2014).

3¥The ‘dual social insurance architecture’ discussed by Anton, Hernandez and Levy (2012) comprises the fol-
lowing components: First, firms and workers in salaried contractual relations are obligated to pay for a bundled
set of health, pension and related programs. Second, nonsalaried workers benefit from an unbundled set of paral-
lel programs paid by the government. These two parts compose the ‘dual social insurance architecture’ that exists
in Mexico.
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owners in two species: (i) ‘the formal business owners’, and (ii) ‘the wage workers species’,
according to their potential for becoming formal business owners. The author uses the context
of the SARE reform in Mexico that simplified registration procedures for start-ups to provide
further evidence for the existence of these two species of informal business owners. She also
examines the impact of the SARE reform on the two species to conclude that informal business
workers from the ‘wage worker species’ are less likely to become formal business owners but
they are 22.3 percent more likely to become wage workers. The impacts of the reform on
the other species, namely, the ones that are called ‘the formal business owners species’ are
less clear. In municipalities with low constraints to entrepreneurship, there were no effects;
but in municipalities with high pre-reform constraints to entrepreneurship, the SARE program
had an impact: informal business owners from the ‘formal business owner species’ are 26.2
percent more likely to register their business due to the reform. These results support the
idea that there are two types of informal business workers that react differently to simplifying
regulation reforms: some operate informally due to stringent regulation and they would react
positively to these reforms; while others are looking for a job and they would switch to being
a wage earner as soon as the opportunity arises. Bruhn (2013) again points out to the fact
that the impacts of these reforms are positive but small. In the case of this particular paper,
Bruhn stresses that policies that try to increase incentives to formalize affect certain types of
informal workers (but not others). Therefore, they do not have the broader impact that is

necessary or desirable.

Overall, there is still a need for broader and more effective policies to reduce the size of the
informal sector, stimulating the growth of formal employment. A policy agenda should take
into consideration political challenges that have to be addressed in order to be able to pass a

broad and sustainable reform.

.4 Research questions and general goals of this work

As mentioned earlier, there is a gap in the scholarly knowledge of the informal sector (in Mex-
ico and worldwide) due to the omission of political questions. One of the most important
questions that has not been addressed refers to the impact that political change and democ-
ratization have over the dynamics of the informal sector and its agents. In the particular case
of Mexico, neither Gordon (1997a, 1997b) nor Cross (1995, 1996, 1998), the two authors

who have dealt more in depth with the politics and political economy of informality in Mex-
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ico, tackle this issue fully; and it is tangentially treated or dealt with in a different light in

Fernandez-Kelly and Shefner (2006).3°

Addressing this question is important in terms of understanding a process of change. In
Mexico, before democratization the informal sector (i.e. informal street vendors) was part
of the corporatist structure of the Mexican state; after democratization it is part of a rela-
tively more pluralist set up. This has potentially ambiguous effects on the informal sector:
On the one hand political competition can give political market power to the informal organ-
isations/leaders to bid for protection and welfare. On the other hand electoral competition
also gives voice to citizens and business organisations that demand the eradication of the in-
formal sector, among other things. The understanding of these phenomena and the potential

avenues for research and policy-making is what give relevance to this thesis.

Thus, the main goal of this thesis is to learn to what extent and in what ways recent political
change in Mexico—democratization and the alternation of political parties in power—has
affected the dynamics between the informal sector (street vending), the state, and political
parties. For this, this thesis uses the process of democratization and the alternation of political
parties in power as a natural experiment that offers variation in terms of which party is in
power, and hence the opportunity to observe how linkages between politicians, government
officials and street vendor groups are made and unmade as power changes hands. Thus, the
articulation between politicians, government officials and informal workers and their leaders

is the main focus of this dissertation. Therefore, the research question this thesis asks is:

How did increasing political competition, resulting from democratization and alternation
of political parties in power, affect the politics and policies of informality (informal street

vending) in Mexico?

In searching for the causality and the specific details of the research question, the following

set of four enquiries also follows the main research question:

1. How is the relationship between state and individual in an informal sector framework?
What is the ‘culture of informality’? What is ‘semi-formality’? Can informality be
viewed as the outcome of a broken social contract? What have been the policy responses

towards informality and why they have not been effective? (Discussed in Chapter 2).

2. What are the general characteristics of street vendor groups and organizations? How

do street vendors interact with the government to get what they want, or not? How

¥Particularly the chapters by Centeno and Portes (2006), Cross and Pefia, (2006), Ramirez Saiz (2006), and
Shefner (2006).
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do these interactions alleviate or exacerbate the problems of the informal sector? Did
alternating politicians capture street vendors organisations/leaders? Ordid their leaders

capture politicians? (Discussed in Chapter 3).

3. How has been the development of informal street vending through modern history in
Mexico? What role has politics played on informality and informality on politics? How
are policy formulation and programs towards the informal sector affected by the involve-
ment of public agencies, local business leaders, (informal) grassroots groups, or others?
How linkages between politicians, government officials and informal street vendors vary

as power changes hands? (Discussed in Chapters 4 and 5).

4. How does a well-organized and powerful informal vendor organization work? (Dis-

cussed in Chapter 6).

These questions are answered through a qualitative research method based primarily on

historical, political, and case study research analysis.

[.5 Methodology, research design, techniques and information sources

To answer the how and why of the research questions, this thesis is committed to empirical
enquiry because it seeks to establish relationships between two or more concepts in an effort
to explain the occurrence of observed political phenomena (Landman, 2007). This thesis
follows a qualitative research method, mainly because it aims to respond to political questions
of informality related to human behaviour and the reasons behind it. Because of the elusive
and often secretive nature of informality, it makes sense to use a qualitative method, as these
characteristics—elusiveness and secrecy—limit the availability of hard numerical data. In fact,
as this thesis deals only with a single country (Mexico), this research can be categorized as
a single-country study. While experiments can only rarely be conducted in political science
research, this thesis uses the process of democratization in Mexico and the alternation of
political parties in power as a natural experiment that offers variation in terms of which party
is in power, and therefore the opportunity to observe how linkages and relationships between
politicians, government officials, and informal street vendors are made and unmade as power

changes hands.
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1.5.1  Methodology

Due to the particular nature of informality mentioned above, research on informal sector or-
ganizations, activities and individuals requires considerable methodological flexibility, and
therefore combining different methodologies may be a useful strategy. Therefore, this thesis
avoids epistemological and methodological disputes while keeping rigor and the generation

of cumulative progress as its basic principles.

The first methodological tool used in this thesis is comparative research. A single-country
study is considered comparative if it uses concepts that are applicable to other countries, de-
velops concepts that are applicable to other countries, and/or seeks to make larger inferences
that stretch beyond the original country used in the study (Landman, 2007). What should be
recognized is that inferences made from single-country studies are necessarily less secure than
those made for the comparison of several or many countries. Nevertheless, such studies are
useful for examining a whole range of comparative issues (Landman, 2007).4° Single coun-
try studies provide contextual description, develop new classifications, generate hypothesis,
confirm and infirm theories, and explain the presence of deviant countries identified through
cross-national comparison (Van Evera, 1997; Gerring, 2004; George and Bennett, 2005; Lees,

2006). This research achieves several of these purposes.

Comparative research in single-country studies can take many forms. In this thesis, the com-
parative research takes the form of a comparative historical-political analysis. This strategy
involves tracking the same subjects of analysis over time. It is a chronological analysis of reg-
ulation, policies, government actions—and the general evolution of informal street vending—
over an extended period of time (1929—2006). The comparative political analysis complements
the historical analysis and consists of evaluating two stages in time. It presents an ex ante and
ex post analysis of how the linkages and interactions between informal vendor groups and
incumbent governments (and political parties) changed during the years of alternancia (1997
at city level and 2000 at federal level); as well as the continuation of the historical analysis of
regulations, policies and government actions—now under the light of different ideologies and
approaches depending on the party in power—in matters of street vending and informality in
Mexico. The comparative historical-political analysis overlaps, but that was intended to at-
tain a greater degree of validity through cross-verification (triangulation and cross-checking)

(Lincoln and Guba, 1985; Seale, 2004a, 2004b; Denzin, 2006; Rothbauer, 2008).

“For Eckstein (1975), single-country studies are the equivalent to clinical studies from medicine, where the
effects of certain treatments are examined intensively.
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The second methodological tool used is case study research. Case study research is use-
ful to gain knowledge about single cases, which can then be put to comparison according to
the comparative method or use the information and data gathered to use in triangulation**
and cross-checking techniques (Yin, 1989; Hamel, 1993; Stake, 1995; Gerring 2004, 2007;
Creswell, 2009). Here, the case study research serves to both purposes: to gain knowledge
about a street vendor organization (i.e. ALCC#); and as a complement to the comparative
historical-political analyses.*> Moreover, case studies are useful for the development of con-
tingent generalizations that can explain well-defined cases. However, this often comes at the
expense of the parsimony and wide applicability of research findings (George and Bennett,
2005). This does not mean that one cannot say anything beyond the borders of a small-N
study. Generalization can be made possible if selecting cases that are especially representative
of the phenomenon under study or choosing ‘crucial’ cases (Gerring, 2004). Therefore, it is
possible to identify underlining causal mechanisms at work, which is likely to be applicable

to a vast number of cases with similar characteristics.

Thus, the combination of research methodologies (i.e. comparative and case study) is use-
ful for bringing to light the causal mechanisms at work in the topic of research—to assess the
impact a specific change has on existing conditions and norms—and the interaction between
the independent variable (increasing political competition resulting from democratization)
and the dependent variable (the politics and policies of informality (informal street vending)).
Finding the empirical association of these two variables should yield a valid conclusion; and
therefore greater confidence that the research has internal validity. Nevertheless, it is impor-
tant to be aware that conclusions about causal relationships are difficult to determine due to
a variety of extraneous and confounding variables that exist in a social environment. This
means causality can only be inferred, never proven (Holland, 1986; Beebee, Hitchcock and

Menzies, 2009).

In summary, this thesis carries out three types of analyses: first, an extensive historical

analysis (of regulations, policies, government actions and significant events) which comprises

#'Triangulation is a research technique that permit interaction in the analytical process of information by using
findings and results from one kind of inquiry to enrich the analysis of findings and results from another. In other
words, triangulation is a method of cross-checking data from multiple sources to search for regularities in the
research data (O’Donoghue and Punch, 2003).

#The street vendor organization known as the Legitimate Civic and Commercial Association (Asociacién
Legitima Civica Comercial A.C., ALcc).

#In other words, I use data triangulation and methodological triangulation, as it will be explained later in
this section.
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a general timeline between 1929 and 2006.44 Second, a detailed comparative political analysis
of the ex ante and ex post situation of informal street vendor organizations going through
the democratization process and the alternation of political parties in power that occurred
in Mexico, in the capital city and the federal government, between 1988 and 2006.45 Third,
it uses a case study to examine the largest and most powerful street vending organization in
Mexico City, the Legitimate Civic and Commercial Association (Asociacion Legitima Civica

Comercial A.C., ALcc).

1.5.2 Historical research design

The purpose of using a historical research design in this thesis was to collect, verify, and an-
alyze evidence from the past to establish facts that allow to understand better the current
situation of informality and informal street vendors (Howell and Prevenier, 20o1; Mahoney
and Rueschmeyer, 2003; Lundy, 2008). 1 used a variety of primary sources as documentary
evidence, such as official government records, newspapers, reports, archives, and non-textual
information (e.g. maps, pictures, and visual recordings). The only limitation was that the
sources had to be both authentic and valid. In addition, I used secondary sources, mainly
scholarly papers that shed light on particular issues related to informality or street vending
during those years, particularly in the early stages of the period of study. When researching the
last part of the period of analysis,* interviews with vendor leaders and government officials

operating at that time were also used.

Historical research is unobtrusive, meaning that the act of research does not affect the re-
sults of the study (Howell and Prevenier, 2001; Mahoney and Rueschmeyer, 2003; Lundy, 2008).
Moreover, since I was interested in examining not only the evolution of informality and infor-

mal street vending over time, but also the cycles of toleration and repression emanated from

#My initial intention was to extend the analysis to 2008 or 2010. However, lack of space, lack of time, and
the impossibility of coordinating a formal interview with the then head of government of Mexico City (Marcelo
Ebrard) made itimpossible to achieve this goal. Nevertheless, valuable information about these years was gathered;
for example, an interview with Héctor Serrano Cortés, who was in charge of the Informal Commerce Relocation
Program (PRCI) between 2008 and 2011 (during the Ebrard administration) and is currently secretary of govern-
ment of the Federal District in the Miguel Mancera administration (2012—2018). Some of this information was
included in Chapter 6, but more remains in my archives for use in forthcoming research.

4T also intended to include a comparative analysis of street vendor associations, one affiliated with the prr
versus another linked with the PrD, but this comparison was not possible for the purpose of this work as I was
unable to interview the organization of Maria Rosete (PRD) despite several attempts to get in touch with her.

#Specifically, the recent period of democratic transition and alternation of parties in power in Mexico (1988—
2006), to complete the comparative historical-political analysis.
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policies, regulations and government decisions, the historical approach is well suited for this
type of trend analysis. Historical records added important contextual background required to
more fully understand and interpret the research problem. In those early years studied in this
thesis, there is no possibility of researcher-subject interaction that could affect the findings.4”
It is only in the last stage of the historical research in which this thesis is focused (1988—2006)
that this possibility arose, but I took particular care that no bias came into the research when

a researcher-subject interaction occurred, particularly during the interview process.

Evidently, the ability to fulfill the aims of this research is directly related to the amount
and quality of documentation available to understand the research problem (Lundy, 2008).
Moreover, searching and interpreting historical sources can be very time consuming. In ad-
dition, original authors bring their own perspectives and biases to the interpretation of past
events and these biases are more difficult to ascertain in historical resources. Due to the lack
of control over external variables, some scholars argue, historical research tends to be weak
with regard to the demands of internal validity (Howell and Prevenier, 2001; Mahoney and
Rueschmeyer, 2003; Lundy, 2008). However, I used the technique of triangulation to avoid
this problem since it facilitates validation of information and data through cross-checking
from two or more sources, and the combination of other methodologies (i.e. case study) in the
study of informality and informal street vending (Denzin, 1978, 2006; Seale, 2004a; Rothbauer,
2008).48 Finally, it is rare that the entirety of historical documentation needed to completely
address a research question is available. Therefore, gaps need to be acknowledged—as it hap-

pens in this thesis in the gap existent on the 1967 regulation on street vending and vehicular

traffic.4

1.5.3 Case study research design

The purpose of using a case study research design in this thesis was to reach an in-depth
understanding of an informal street vendor organization. A case study is used to narrow
down a very broad field of research (informal groups and organizations) into one more easily

researchable example (the ALcc, a large and well-organized informal street vendor association)

#The challenge while researching the early and middle years of the period of study (1929-1988) was to find the
years where policies, regulations and/or events took place that effectively affected informality and street vendors.
In that sense, the work of Gordon (1997a, 1997b) was extremely valuable.

#1 used both Data and Methodological triangulation to strengthen the validity of the results.

#1In that regard, the historical analysis presented in this thesis was slightly hampered because much of the
archival information—mainly official government documents—on street vending and informality is fragmentary
and at times non-existent, particularly during the early years of the period of analysis.
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(Yin, 1989; Hamel, 1993; Stake, 1995; Gerring, 2004, 2007; Creswell, 2009; Hancock and
Algozzine, 2011). A case study is defined as an intensive study of a single unit with an aim to
generalize across a larger set of units (Gerring, 2004). In this case, the study of the ALcc aims to
generalize across a larger set of informal street vendor organizations. The case study is useful
for the purpose of this thesis since not much is known about the internal and external dynamics
and the structure of large, powerful and well-organized informal street vendor associations.
Eventually, the case study presented in this thesis may be useful for testing whether a specific

theory and/or model actually applies to phenomena in the real world (Lijphart, 1971).

For the case study, | was able to apply a variety of techniques to gather information and data,
and rely on a variety of information sources to investigate the research questions. The design
of the case study was intended to add strength to what was already known about informal
street vendor associations through previous research (Cross, 1998). Moreover, the case study
helped to provide detailed description of specific and unusual practices in the informal street

vendor association of study.

As mentioned earlier, a single case study may offer little basis for establishing reliability
or to generalize the findings to a wider population of people, places, or things (George and
Bennett, 2005). However, the fact that the informal street vendor organization analyzed is
the largest, best organized, most powerful and one of the oldest that exists in Mexico should
certainly qualify it as a ‘key’ or ‘crucial’ case of study and make possible a generalization of
street vendors organizations of the same size, organizational-level, power and/or span; as well
as an approximation of those organizations which are smaller, poorly organized, less power-
ful and newer than the aLcc (Gerring, 2004). The design of a case study generally does not
facilitate assessment of cause and effect relationships, but this problem was generally solved
by triangulation with the historical research also carried out on this thesis. This facilitated
the validation of information through cross-verification from several sources. Obviously, due
to the secretive nature of organizations and agents that work in informality, vital information
may be missing, making the case hard to interpret in some issues; an example is the exact
number of vendor members, which was never revealed to me, but that did not prevented me
from finding other important features such as the structure and administrative organization

of the ALcc.

The most important sources of information for the ALcC’s case study were interviews with
key informal street vendor leaders, political actors and experts on the subject of informal-
ity and street vending, as well as field research involving participant observation of informal

street vendor groups and individuals. These were complemented with official government doc-
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uments, newspaper reports, political magazine articles, and scholarly papers and publications.
The interviews were particularly useful not only for the case study, but also to complete the

comparative historical-political analysis.

1.5.4 Interviews and participant observation

This is a thesis about a series of practices and institutions of informal nature. This makes it
very difficult to use ‘hard data’ as it can be done in research on formal institutions and pro-
cesses (e.g. parliamentary practices). For this reason, the sources of information should be
appropriate to the nature of these practices and institutions. This justifies the use of infor-
mation and data collection methods such as interviewing and participant observation as key

primary sources of information in this research.

For the process of interview selection, the criterion was to interview decision-makers (elite
interviews’°) in all fronts along the spectrum of informal street vending (informal vendor lead-
ers, public servants, government authorities, law makers) focusing on the later period of study
(1988—2006) which corresponds to the period of democratization and alternancia.’* In addi-
tion, I wanted to learn from all those who were impartial, well-informed, and whose expertise
gives them authority to explain and comment on informality issues in general and informal
street vending in Mexico in particular; mainly international and national academics and jour-
nalists who have studied or reported on these topics for some time. Moreover, I also infor-

mally interviewed’* several street vendors in an effort to get some details on information I

S°With ‘elite interviews’ I mean discussions with people who are chosen because of who they are or what
position they occupy (Dexter, 1970; Hochschild, 2009). In this case, it refers to influence and decision-making
power in the many fronts of informality and street vending in Mexico. Those whose decisions and authority
have a direct impact on informality and street vending. For these interviews, I prepared very thoroughly, reading
material and outlining a set of questions I wanted to ask the interviewee. I normally followed this outline, but
also let the interviewee expand on issues they wanted to underscore. As I was well prepared for these interviews,
I was able to test or present opposing views on some issues discussed, in this way doing cross-checking during the
interview itself. I made recordings of these interviews or took notes while interviewing. Later, I transcribed the
recorded interviews and used the data in cross-checking and triangulations with other sources to strengthen the
validity of the information gathered.

S"The alternancia occurred at city level in 1997 and at country or federal level in 2000.

>*More than ‘interviews’, what I had with individual street vendors were ‘conversations’ attempting to get
as much information as possible. After doing observation, I would randomly approach a stand and ask for the
product offered to begin a conversation. As the conversation continued, I would ask questions related to what I was
interested in knowing. Some vendors were open and cooperative but the great majority were not. Street vendors
are very cautious when approached by strangers who are interested in the particularities of their activities. When
a street vendor agreed to talk to me, I attempted to use the snowballing method to get more vendors to speak to
me, but it did not always work. I did not make any recordings or took notes while doing these informal interviews
(this would have aroused the suspicion of the vendors), but would write down my findings after I returned home.
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was interested in their practices (e.g. how many days a week they work, etc.) and to get a
general feeling of their own personal perspective (Marshall and Rossman, 2006). At elite level,
I was successful in getting interviews with key individuals and relevant partakers, particularly
those who were in executive positions before and after the alternation in power in Mexico
City (Manuel Camacho Solis and Cuauhtémoc Cardenas, respectively) as well as the leader
of the most prominent street vendor organization in Mexico City (Alejandra Barrios). Infor-
mation and data obtained in interviews were particularly useful for getting the story behind
the participants’ experience and as a complement (in triangulation) to what I found in dif-
ferent sources (newspapers, official government documents, scholarly research, etc.). More-
over, since interviews are a far more personal form of research than other type of research
instruments, interviews were very useful in understanding the particular standpoints of the
interviewees—particularly from those who are or were direct participants on informality or
street vending issues. The information and data obtained in these interviews were of high

value for the research and constitute one of the most valuables contributions of this thesis.

For the interview process, different interviewing techniques were applied (Marshall and
Rossman, 2006; Kvale and Brinkmann, 2008). Semi-structured interviews were conducted
with each of the main or elite interviewees—namely, former Mexico City mayors and heads
of government, street vendor leaders, public servants, legislators, and some academics. Un-
structured interviews were conducted with other interviewees—mainly former street vendors,
journalists, and some academics. Informal interviews were conducted with current street ven-
dors after the process of participant observation. In all cases, the exact wording of the inter-
view was not critical since there was no intention to obtain a statistical sample. Rather, in
each interview the aim was to try to get as deep an understanding of the subject as possible
from the interviewee’s point of view (Marshall and Rossman, 2006; Kvale and Brinkmann,

2008).

I'spent a fair amount of time during the research doing participant observation in the streets
of the Historical Center, particularly in Tacuba street (near the Allende Metro station), Correo
Mayor street (behind National Palace), and the corner of Eje 1 Norte avenue and Republica de
Argentina street, all in the Cuauhtémoc Delegation.’? I chose this observation points because
they have a high incidence of informal street vending activity, and because the vendor leaders
were located there or nearby. These observations provided valuable information to document

the methods and practices through which street vendor groups make sense of their world (Mar-

33 The first point of observation corresponds to the group of Alejandra Barrios, the second to a group associated
with the PrD (likely to be related to Rene Bejarano), the third to the group of Maria Rosete.
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shall and Rossman, 2006, Glesne, 2010).54 For example, I was able to witness directly how the
street vendors are organized in the thoroughfare, the types of stands and paraphernalia they
use, the different products they sell, the type of interaction they have among members of the
same association, with the authorities, and with members of other vendor groups. In one case,
I saw how fees were collected in situ from members of an association. In addition, I witnessed
a removal operation performed by the police working together with city authorities in charge
of controlling street vending. All these direct observations and experiences provided an essen-
tial insight into the daily nature of informal street vending and the process of its organization
and enforcement, which helped to complete the profile in the analysis of both street vendors
and vendor organizations, to understand better their dynamics on the field, and to elucidate

and give direction to the analysis of this work (Marshall and Rossman, 2006; Glesne, 2010).

1.5.5 Other methodological issues

Validity and reliability of the research findings have to be determined in order to evaluate their
usefulness (Morse et al., 2002). Overall validity was prioritized over reliability—understanding
validity as an assessment of ‘credibility’ or ‘degree of aproximation of reality’ (Johnston and
Pennypacker, 1980; Lincoln and Guba, 1985), and reliability as an assessment of ‘dependabil-
ity’ or ‘consistency’ (Lincoln and Guba, 1985; Kirk and Miller, 1986; Seale, 2004b). Qualita-
tive scholars have produced validity criteria which can be used to examine how well methods
explore research aims. Lincoln and Guba (1985), for example, assess the validity of findings
through ‘credibility’. Credibility is assessed on “prolonged engagement with the research field,
triangulation, and reflexivity”’5 (Seale, 2004b:77). T have engaged with these criteria through
the use of triangulation of the information gathered through interviews, written material, and

participant observations to present a credible account of this research (Seale, 1999).

Thus, the main research technique used in this research was triangulation. I used both

data triangulation and methodological triangulation. Data triangulation refers to the use of

4In general, I would find a spot in the sidewalk and sit to observe the participants. I would pretend I was
reading or waiting for somebody and would take notes. Duration of each observation session would range between
one and four hours. I did the observations in the mornings and afternoons. I used my yearly visits to Mexico to
do the observations. I would dedicate at least two days and a maximum of five of each of the two-week visits I did
to Mexico. I did this in 2009, 2010 and 2012. [ would try to observe patters (e.g. time at which vendors open or
close) or a special event (e.g. removal operation or collection of fees).

SReflexivity basically means thinking critically about the research experience and process, and considering
influences on the research process which affects how well the researcher has been able to gather information (Seale,
2004a).
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different data sources or information (Denzin, 2006; Rothbauer, 2008). Methodological tri-
angulation refers to the use of multiple qualitative methods to study a phenomenon (Denzin,
2006; Rothbauer, 2008). If the findings from all the methods draw the same or similar conclu-
sions, then the validity in the findings has been established (O’Donoghue and Punch, 2003;

Seale, 2004a; Denzin, 2006; Rothbauer, 2008).

Quantitative data on informality and street vending in Mexico and Mexico City included
in other studies and others produced by different independent agencies and the federal and
city governments,are included in this thesis for descriptive rather than quantitative analytic
purposes. This is because of questions over the accuracy of the data, some of which is likely
to contain a considerable bias generated by the likelihood that informal street vendors may be
unwilling to give precise information about themselves or about their activities to data collec-
tors, survey takers, and/or government officials. Equally, street vendor leaders were reluctant
to share the precise number of members of their organizations under the pretext that the mem-
bership lists are not updated. In recent years, Mexico’s statistical agency—the National Insti-
tute of Geography, Statistics and Informatics (Instituto Nacional de Estadistica, Geografia e
Informatica, INEGI)—has created a database with more reliable data on informality and the
informal sector—although information is generally not disaggregated into different informal

activities’®*—and only exists at state and federal levels.5”

Hopefully the combination of research methodologies, analytical approaches, multiple
sources of information, and different viewpoints included in this thesis will go into great
length in overcoming the weaknesses, intrinsic biases, and the problems that come from re-

searching a subject of great complexity as it is informality and informal street vending.

5*The National Employment Survey (ENE) had information on the number of ‘individuals working as street
vendors’ from 1998 to 2004, but the variable was discontinued when the ENE was substituted by the National
Survey of Occupation and Employment (ENOE) in 2005. In this thesis, [ use ENE’s data to illustrate some points,
but it is limited to the period (1998—2004).

7The National Employment Survey (Encuesta Nacional de Empleo, ENE) was a demographic tool developed
by the INEGI and implemented between 1998 and 2004. Together with the National Urban Employment Survey
(Encuesta Nacional de Empleo Urbano, ENEU) (1987—2004), they provided information about the employment
status of the Mexican population. The Nk had information of ‘individuals working as street vendors’ from 1998—
2004. However, in 2005, the National Survey of Occupation and Employment (Encuesta Nacional de Ocupacién
y Empleo, ENOE) replaced both surveys (ENE and ENEU) as the main labor-demographic tool used by the INEGI.
The eNOE did not classify ‘individuals working as street vendors’ (as it had been done in the ENE), instead using
‘individuals working in the informal sector’. Because of this, it became harder to follow the ‘street vendor’ sub-
category after 2004. The Informal Sector is a broader concept which also covers other sub-categories of informal
activities.
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[.6 Ethics and the challenges and risks of research

Research in circumstances where social conflict and conflicts of interest exist can present a
number of ethical difficulties for researchers, particularly when dealing with political and eco-
nomic actors on opposite sides of the conflict or with diametrically opposed interests (Sluka,

1990; Punch, 1994).

In such an antagonistic political setting, a researcher who moves to and fro between op-
posing sides often gains access to information about one group that could prove particularly
useful or beneficial to another. In the same way, opposing sides may consider a researcher to be
treacherous or disloyal if that person spends too much time with the opposite side—whether
the government, a formal business, or another informal vendor group. However, my integrity
was never put in doubt by any of the interviewees, although some of them—particularly gov-
ernment officials and the leader of one of the larger street vendor associations—were extremely
cautious about the information they provided about themselves, their administrations, and/or

their organizations.’

On some occasions, individuals gave me confidential information about corruption or
other unlawful activities—such as drug trafficking—perpetrated by groups, leaders, or gov-
ernment officials whom they opposed. Indeed, as I obtained information about most issues
I researched from different viewpoints, interviewees told me directly conflicting things about
each other. This placed me in danger of being misinformed and manipulated by individuals
attempting to defame their enemies with false or misleading charges, and to present them-
selves as cleaner, fairer, and more benevolent than their opponents.’? It is worth underlining
that I have tried to be as objective as possible, avoided taking sides, and tried to state the facts I
found during this research as clearly and accurately as possible. The challenge to be objective
when using this kind of information was certainly difficult, but triangulation helped a great

deal.

In general, detailed confidential information of this kind could not be fully corrobo-
rated without being too inquisitive and thus running the risk of damaging the established
relationship with the interviewees. Fortunately, this information was mostly peripheral to the

main purposes of this work, which focuses on analyzing broader political processes and not

8Before any interview, I made sure to present and identify myself as a researcher or student to avoid intervie-
wees (especially street vendors or their leaders) being suspicious that I was an informant of the government, the
police, or any other agency or institution that could be harmful to them.

5?Such was the case between PRD’s Maria Rosete and PRI’s Alejandra Barrios; and Alejandra Barrios and Do-
lores Padierna.
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individual cases of corruption or trafficking, although it might be important to take account
of it when considering the wide extent of informality. Nevertheless, the progression of accusa-
tions and counter-accusations on itself reveals the importance of information manipulation,
in addition to the patterns of convergences and divergences, coalitions and disputes, and co-
operation and dissociation among government authorities, political parties, and street vendor

organizations.

Participant observation of any kind usually has some impact on the behavior of the subjects
of observation, even though it is not clear exactly how this influences the social and political
processes under research. One benefit of doing participant observation with informal street
vendor groups is that they see in the observer somebody to speak to who hardly ever disagrees
with them and who is interested in everything they do. Over time, the observer may become
trusted and therefore a confidant. However, gaining their confidence can be a rather diffi-
cult task. In general, informal street vendors—particularly if they sell goods that infringe or
potentially have infringed the law in one way or another—are very reluctant to share infor-
mation with strangers since they could be under-cover police, government investigators, or
informants for the government or copy-right protection associations collecting information

that could lead to detention or prosecution.

Thus, although sales take place in the thoroughfare, it is usually far too dangerous for
informal street vendors to speak about their businesses with an unknown person. They are
afraid that someone may set them up for money or vengeance. Only with the recommendation
of the leader of their organization could they feel secure about talking about their activity,
but even then they could reject the invitation. Needless to say, insisting on carrying out a
conversation or interview on these issues can be very dangerous for the observer as well. In
the Historical Center, where violence and crime are daily occurrences, it is better to know the

limits and take precautions.

Conversely, having access to confidential information about individuals, government plans,
or informal group strategies could have allowed me, deliberately or accidentally, to provide
such information to the actors involved, but as far as it is possible to know, I never released any
confidential information about one individual or group to another. This was important for
two reasons: first, it would have prevented me from observing how opposite groups resolve
their mutual problems on their own. Sharing important information would have certainly
influenced the outcomes, but as the process of participant observation advanced, it became
clear that informal street vendor groups were rather proficient in dealing with their problems

effectively. Second, it was important for the validity and objectivity of this research not to

57



STREET VENDING AS A REPRESENTATION OF INFORMALITY

make value judgments about which informal street vendor group, politician, or government
official was good and decent or bad and immoral, much less to provide assistance to one of

the sides in any dispute.

|.7 Street vending as a representation of informality

Informality is a complex phenomenon. In order to carry out a political and historical analysis
of a phenomenon of this kind, which represents a high level of difficulty, it was indispensable
for practical reasons to narrow the various forms of activities included within the broader con-
cept of ‘informality’ to only one—informal street vending. For the same reason, it was also
important to concentrate on a particular geographical area—Mexico City, and specifically
the Historical Center.®® Only this approach made it possible to analyze informal street vend-
ing in detail, from different perspectives and viewpoints, using a variety of methodological

instruments and research techniques.

Evidently, this approach restricts the analysis in a number of ways. Political and economic
behavior differ in other forms of informal activities (such as informal housing or informal
transport), which may be less or more detectable or observable than informal street vending;
or that, for their own nature, may be less or more individualistic than informal street vending,
respectively. In addition, as this work shows, the political nature of informal street vending
(and of informality in general) is shaped—and to a certain point determined—by the specific

political and regulatory systems within which it functions.

Thus, ‘street vending’ or ‘informal street vending’,°* as I will refer to it, was chosen as the
main informal activity of analysis in this work for a number of reasons. First, informal street
vending is the most representative informal activity of all because of its visibility, ubiquity,
scope, and position in the public space. These characteristics have made informal street vend-
ing the ‘public face’ of informality. This, in turn, puts informal street vending at the forefront

of the informality debate, making it also the main target of criticisms and pressures of dif-

“Traditionally, the Historical Center of Mexico City has been a hub for commercial activity—and therefore
for informal street vending—for decades and even centuries.

“Throughout this work I will generally refer to ‘street vending’ as ‘informal street vending’ to underline its
condition of informality and to specify as much as possible this particular activity among the different informal
activities that exist, following the recommendation of Gary Fields (2011) and Sinha and Kanbur (2012). Likewise,
I use the expression ‘informal vendors’ more generally to include also those informal vendors who are not neces-
sarily on the thoroughfare (e.g. those who sell on the Metro), and the expression ‘vendors’ in general to include
individuals who may sell on commercial plazas but whose legal status is ambiguous (semi-formal) and may not
be entirely formal.
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ferent kinds and from different sectors, among more general criticisms of informal economic
activities in general. There is a reason for these criticisms and pressures. Informal street vend-
ing has been and is accused of causing problems and creating difficulties in matters of urban
planning, urban transit, rehabilitation of historical sites, urban infrastructure, public health,
unfair competition, and countless other areas, generating complaints from established com-
mercial businesses, neighbors, authorities, and citizens in general. The economic, political,

and social implications of all these are among the topics of study of this work.

Moreover, informal street vendors themselves compete over street vending areas with other
groups, at times through violent methods, generating a permanent state of existing or poten-
tial conflict over space on the streets. This again makes them the leading target of criticisms
and complaints, and places them once more at the front line of the debate over informality
in the modern urban context (Cross, 1998). Thus, the presence of informal street vending
triggers an instant discrepancy between the economic realities of a country and the modern
version of it that its leaders would like to convey. As we will see, all these conditions have

strong political implications.

Second, the number of people working in the informal sector as informal street vendors is
certainly significant. Nobody knows for sure the exact number of informal workers laboring
as informal street vendors in Mexico but an aproximation is possible. If we take the data
from the National Employment Survey (ENE®?) (which has the numbers of individuals working
as street vendors) and the data from the National Survey of Occupation and Employment
(Encuesta Nacional de Ocupacion y Empleo, ENOE®3) (which has the number of individuals
working in the informal sector) for the Federal District, for the period 1998—2004, we can get
an approximate number of the percentage of individuals working in the informal sector as

informal street vendors (Table 1.1).

¢The National Employment Survey (ENE) was a demographic tool developed by the INEGI and implemented
between 1998 and 2004. Together with the National Urban Employment Survey (ENEU) (1987—2004), they provided
information about the employment status of the Mexican population.

1In 2005, the National Survey of Occupation and Employment (ENOE) replaced both surveys (ENE and ENEU)
as the main labor-demographic tool used by the INEGI. The ENOE did not classify ‘individuals working as street
vendors’ (as it had been done in the ENE), instead using ‘individuals working in the informal sector’. Because
of this, it became harder to follow the ‘street vendor’ sub-category after 2004. The Informal Sector is a broader
concept which also covers other sub-categories of informal activities.
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Table 1.1.: Percentage of Individuals Working in the Informal Sector as Street Vendors (Fed-
eral District, 1998—2004)

Year Street vendors’ Informal workers* Percentage
1998 160,949 1,029,514 16
1999 164,151 970,844 17
2000 169,275 910,083 19
2001 163,040 936,998 17
2002 167,792 996,880 17
2003 173,964 996,319 17
2004 220,917 1,084,524 20
tSource: INEGI’s National Employment Survey (Encuesta Nacional de Empleo, ENE) (INEGI, 2004).

fSource:  INEGP’s National Survey of Occupation and Employment (Encuesta Na-

cional de Ocupacién y Empleo, ENOE) (INEGI, 20T10Cc). Data with population of

15 years or more (The minimum legal working age in Mexico is 15 vyears old).
Note 1: I have taken the second trimester of each year and not the yearly average to complete this ta-
ble.

Note 2: The INEGI has used, when possible, the data gathered by the ENE (1998—2004) and
ENEU (1987—2004) to build the ENOE (InfoLaboral) series from (1995—2004), using the ENOE’s
criteria. The ENOE substituted both ENE and ENEU in 2005.

The average percent for the seven years available is 18 percent in the Federal District.®4 A
considerable amount if we take into account that informal street vending is only one of the
many different sub-categories of informal employment. In addition, informal street vending
is also only a part of a broader segment which is informal trade. Informal trade includes street

vending but also other informal activities related to informal commerce.

We know that informal employment outside agriculture is dominated by service activities,
such as informal trade, informal transportation, and various other informal services. Accord-
ing to Vanek et al. (2014), informal trade is perhaps the single most important branch of
economic activity in the informal sector, and informal street vending is a key component of
informal trade. While Vanek et al. (2014) do not have data disaggregated by country, they do

account for the importance of informal trade in Latin America (Figure 1.1).

Thus, in Latin America informal trade accounts for one third of the total (non-agricultral)

informal employment by branch of economic activity.®S Therefore, we can confirm that infor-

%1 did the same exercise for the whole country, finding that the average percentage for the seven years is of
13.45 percent. The number is smaller as a large number of individuals in rural areas do not work as street vendors
(since street vending is in its large majority an urban occupation). Informal workers in rural areas work mostly on
informal agricultural activities and therefore that portion of informal workers brings the percentage of informal
street vendors down at the country level.

%1In Latin America, non-agricultural employment as a percent of total employment is of 82 percent. Moreover,
informal employment as a percent of non-agricultural employment is of 51 percent. In Mexico, informal employ-
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Figure 1.1.: Distribution of (non-agricultural) Informal Employment by Branch of Economic
Activity in Latin America (Percentage, 2004/20710).
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Source: Author, with data from Vanek et al., (2014).

mal trade and particularly informal street vending have great relevance in the discussion on
the informal sector and informality. This information supports the argument to focus on the

particular sub-category of informal street vending.®®

Third, informal street vending in Mexico is a phenomenon that is widely known and rela-
tively well documented by the mass media, government agencies, independent organizations,
and a growing number of researchers in different academic areas and institutions. Therefore,
valuable and substantive material is available from different sources; and some of this material

has not been thoroughly examined until now, which gives high added value to this research.

Lastly, T have made an effort to gain access to key individuals whose strong interests in
informal street vending or direct participation in the events presented in this work were fun-

damental to the study of informal street vending in particular and of informality in general

ment as a percentage of non-agricultural employment is of 54 percent, all for the period 2004/2010 (Vanek et al.,
2014).

% According to Chen (2002), in countries where data is available, informal traders—mainly street vendors—
represent a very high proportion of employment in trade (between 73 and 99 percent), and a significant share of
trade gross domestic product (between 50 and 9o percent). In other words, street vendors represent an important
share of total employment in the informal sector and street vending units represent an important share of total
enterprises in the informal sector (Chen, 2002).
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included in this research, starting with informal street vendors themselves and the leaders
of their organizations, government officials and political leaders, policy-makers, law-makers,
journalists, and researchers and academics who have dealt with this phenomenon in one way

or another before and during the period of study.®”

1.8 Contributions of this thesis

This thesis makes several distinct contributions to the literature on informality and street vend-

ing, as well as the literature on Mexican politics, history, and political economy.

Theoretically, it contributes to the discussion on the definition of informality concepts. It
elaborates on the conceptualization of the ‘culture of informality’ defining it as something
broader than just a “social norm of noncompliance” (Perry et al., 2007:13). Moreover, it
introduces a third notion of ‘semi-formality’ (see Chapter 2)—different from De Soto’s (1989)
and Cross’s (1998) definitions—which is based on the legal status of informal organizations
(civil associations). It supports the view that informal activity should be understood as a
continuum of compliance rather than a well-defined and unambiguous dichotomy (Moser,
1994; Maloney, 1999, 2004; Chen, 2006); therefore, formalization can be a gradual process

that does not involve moving from one fixed state to another.

Empirically, it contributes to the knowledge of the informal sector by providing a histori-
cal analysis of the evolution of informality and street vending in Mexico , an approach that
very few scholars have used—Gordon (1997a, 1997b) and Cross (1998) among the exceptions,
whose works this thesis expands and updates. It studies how past regulations, programs,
policies—as well as governments and political regimes—have influenced and shaped present
events on the area of informality and in particular street vending. Research for this thesis cov-
ers a period of 77 years, from 1929 to 2006. Most of this time—68 years at city level and 71
years at the federal level—Mexico was under a one-party rule regime. It particularly concen-

trates on the democratic transition period, from 1988 to 2006,°® comprising two of the most

“7In particular, this work presents significant testimonies from Manuel Camacho Solis—the last Institutional
Revolutionary Party (Pr1) Mexico City mayor, who dealt competently with informal street vending—and Cuauhte-
moc Cardenas—the first head of government of Mexico City, a member of the Party of the Democratic Revolution
(PRD), who had to face informal street vending as a problem of considerable proportions and did so using a new
ideological approach.

“During this period, little by little, opposition parties won some significant electoral victories in Mexico,
starting in 1989 with the victory of PAN’s Ernesto Ruffo Appel in the elections for the state governor of Baja
California Norte, making him the first opposition governor in modern Mexican history. Also during this period,
opposition parties won a dominant position in the Mexican Chamber of Deputies. Elected in 1997, the Lvit
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important democratic alternations in power in the country: at Mexico City level in 1997 and

at federal level in 2000.

This thesis uses the process of democratization and the alternation of political parties in
power as a natural experiment that offers variation in terms of which party is in power, and
hence the opportunity to observe how linkages between politicians, government officials and
street vendor organizations/leaders are made and unmade as power changes hands. By focus-
ing on these two alternations in power (1997 at Mexico City level and 2000 at federal level)
it is possible to observe the different political implications of these democratic transitions on
informal street vendors (groups and individuals), and analyze how these transitions affected
their relations with the state. Moreover, it sheds light on the ability of informal street ven-
dors organisations to adapt to all these new political scenarios and how it worked for them.
Far from weakening the power and influence of street vendor organzations and their leaders,
democratization and the alternation in power increased their power and influence, as well as

their participation in politics.®

More specifically , this thesis adds to the literature of the politics of informality by map-
ping out the politics of informal street vending in relation to governance structures. It anal-
yses the interrelations and interactions between informal street vendor leaders/organizations
and politicians, public servants, and other informality partakers.”® Evidence shows that sub-
tle forms of corruption, tampering, evasion, and maneuvering may truly be the key to ex-
plain, from a political point of view, the resilience and expansion of informal street vending

in present-day Mexico.

In order to complement and illustrate the study of the relations between street vendors and

governance structures, as well as contributing to our knowledge of informal and street vend-

Legislature was the first in 68 years in which the pri failed to obtain an absolute majority in the Chamber of
Deputies. The deputies of the opposition parties—PAN, PRD, PT, and PvEM—together formed a majority and took
control of the chamber, marginalizing the Pr1. That year, PRD’s Cuauhtémoc Cardenas was elected as head of
government of the Federal District; it was the first time the post had been elected by popular vote rather than
appointed by the president.

®Ramirez Saiz (2006) and Shefner (2006) speak about democratization in Mexico but with a different perspec-
tive. Ramirez Saiz (2006) analyses democratization by tracing the evolution of a left-wing grassroot organization
(Movimiento Urbano Popular) between 1977 and 2002. Shefner (2006) accounts for the development of an orga-
nizations of neighbourhood residents (Union de Colonos Independientes) between 1993 and 2001 in Guadalajara,
Jalisco State. These authors deal with informal political organizations in times of democratization but not with
street vendor groups (or informal trade groups), and therefore their work is only partially related to the work of
this thesis.

7°Tt is worth noticing that the structure of the state’s co-optive methods (e.g. corporatism, clientelism) is
especially important in the case of Mexico Ironically, such co-opting methods make up the power base of informal
street vendor organizations and most likely of other informal agents as well, as Cross (1998) has correctly pointed
out.
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ing organizations, the thesis presents a case study of the Legitimate Civic and Commercial
Association (ALcc), the largest, best organized, and most powerful street vendor association
in Mexico. The case study goes into details of the internal workings of such organizations.
It provides information about the way informal street vendor organizations work, their ori-
gins, how they develop, how they are organized, what their mechanism of control and self-
regulation are, what their legal status is, how much money they potentially handle, and how
powerful they have become. Furthermore, it shows the levels of sophistication that some in-
formal groups achieve when they are well-organized to deal with the state and how, ultimately,
informal organizations may de facto take on the role of the state in some key areas (i.e. ‘in-

formal social security’).”"

This thesis also compares the distinctive policies to control and reduce informal street
vending in Mexico implemented by different administrations coming from competing and
ideologically-opposite political parties; as well as those implemented by differente levels of
government—delegation, city and federal government policies—which were almost never co-
ordinated and therefore may partially explain why they were unsuccessful. While ideologically
there is a difference in how informal street vending is viewed by different political parties, in
practice governments of different parties have oscilated between periods of toleration and re-
pression. The current basic processes of political maneuvering in PRD city governments and
PAN federal governments do not seem very different from those that occurred under the old

PRI regime, but the options and speed of change have increased significantly.

Finally, although this thesis deals specifically with Mexico, in particular Mexico City, the
issues analyzed in the thesis have a broader relevance since informality and street vending are
phenomena that are present in nearly all developing countries, in Latin America and beyond.
Therefore, the conclusions, considerations, and recommendations of this thesis could be ap-
plied to other developing countries—always bearing in mind that every case is different and the
applicability will depend on how similar are the cultural, institutional and regulatory settings

with respect to Mexico—or they can at least be used as a source for comparative analysis.

7'Similar to what was noted by Cross and Pefia (2006:59) when they say that, in a mafia regulatory model, crim-
inal organizations have become “alternative providers of public services.”; and by Fernandez-Kelly and Shefner
(2006:5) when they say that “informal actors not only fill the demands for illegal goods and services but also assume
state-like functions.”
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1.9 Description of chapters

Following this introductory chapter, Chapter 2 provides some practical general views of in-
formality to understand better the concepts and dynamics of the culture of informality and
informal street vending. In addition, it sets up the theoretical framework under which this the-
sis will develop. For this, the chapter conceptualizes the relationship between the state and the
individual within the framework of the informal sector, presents an assesment of the pros and
cons of being formal, and outlines the perceptions about the state’s performance and infor-
mality. Then, it examines tax compliance and the social contract in Latin American countries,
and discusses the different concepts of semi-formality. Finally, it analyses the different policies

to reduce informality worldwide, with emphasis in Mexico and Latin America.

Chapter 3 presents the general characteristics, structure, political arrangements and inter-
actions of informal street vending organizations in Mexico; and in that way illustrates the
culture of informality that exist in this country. The chapter starts by describing the general
characteristics of street vendor groups and organizations in Mexico. It follows by explaining
the corporatization of informal street vending and how it developed in clientelistic practices,
and accounts for the emergence of authoritarianism in street vendor organization. Moreover,
it describes the forms or methods of interactions, control, and influence between goverment
authorities, political parties, and street vendors leaders and organizations. Additionally, it
points out to the emergence of commercial plazas as new spaces for democratic practices. Fi-

nally, it analyses the role of women in informal street vending in Mexico.

Chapters 4, 5 and 6 constitute the empirical core of this thesis. Chapter 4 presents a
historical-political analysis of the evolution of informality and street vending in Mexico, with
a particular emphasis in Mexico City, through a time span of 68 years (1929—1997), corre-
sponding to the years the Institutional Revolutionary party (Partido Revolucionario Institu-
cional, PRI7*) was in power in Mexico City. Following a chronological order, the chapter looks
at the different political, economic, and social events that have affected and defined the condi-
tions of informal street vendors; as well as the different regulations and policies implemented
by the government to control them throughout these years. The chapter looks into the dif-
ferent political and social scenarios over different periods, and develops an overall account of

how they influenced informal street vendors in different ways. The chapter is divided in two

7*The Institutional Revolutionary Party (Partido Revolucionario Institucional, Pri) and its predecessors—the
National Revolutionary Party (Partido Nacional Revolucionario, PNR) (1929—1938); and the Party of the Mexican
Revolution (Partido de la Revolucién Mexicana, PRM) (1938—1946).
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section: the first gives a general analysis of the 1929—1988 period; the second analyses in detail

the period between 1988—1997, preceding the alternation in power in Mexico City.

Since this thesis uses democratization as a natural experiment that offers variation in terms
of which party is in power, and hence the opportunity to observe how linkages between politi-
cians, government officials and street vendor groups are made and unmade as power changes
hands, Chapter 4 uncovers the basic patterns through which the Mexican state operated dur-
ing the last years of the PrI regime that preceded the dual democratic transition in Mexico,
at city level in 1997 and at federal level in 2000. This chapter establishes the grounds for a
comparative analysis in the next Chapter 5 of how policies and their implementation can vary
when informal street vending is dealt with from contrasting perspectives, ideologies, political

actors and governments.

Chapter 5 continues the historical-political analysis of informality and street vending in
Mexico and specifically Mexico City. It focuses on the period between 1997—2006, years af-
ter the alternation in power (at city level in 1997 and at federal level in 2000), which saw the
arrival of opposition political parties to power (the Party of the Democratic Revolution (PRD)
at city level, and the National Action Party (PAN) at federal level). The chapter analyses in
detail the political, economic, and social events that affected and defined the conditions of
informal street vendors; as well as the different regulations and policies implemented by the
city and federal governments during this period in which democratic transformations and new
political cycles were taking place in Mexico. The chapter is divided in two main sections: the
first analyses the period between 1997—2000, corresponding to the Cardenas city administra-
tion; the second analyses the 2000—2006 period, corresponding to the Lopez Obrador city

administration.

Chapter 6 presents a case study of the Legitimate Civic and Commercial Association
(aLcc)—the largest and most powerful street vendor association that exists today in Mex-
ico City—and its leader—Alejandra Barrios, one of the historic leaders of the informal trade
in Mexico—to illustrate empirically the functioning of informal street vendor organizations.
The chapter describes the background of Barrios and the origins and foundation of the aLcc.
Then, it explains the current situation of the ALcc and details its size, process of affiliation,
payment of fees, and potential revenues. It briefly describes the demographics and socioeco-
nomic characteristics of ALcc members, and then discusses the particularities of the merchan-
dise and products sold by them. The chapter elaborates on the organizational structure of
the ALcc and discusses the administration of its finances through trust funds. It countinues

by examining the benefits of being a member of the aLcc, in particular the ‘informal social
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security’ ALCC members get from their association. It follows a discussion on the political
liaisons the aLcc and Barrios have forged over time, with governments from different parties
and at different levels of government, and the political resources obtained from them. Finally,
the chapter ponders recent political events that confirm the rising power and influence of the

Arcc and its leader, and of leaders of large informal street vendor organizations in general.

Chapter 7 sets out the conclusions of this work by making some considerations regarding
the informal sector and informal street vending. It presents the answer to the research question
and suggests future avenues for research on the subject of the informal sector in general and

informal street vending in particular.
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2. INFORMALITY: CONCEPTS, ATTRIBUTES,
PERCEPTIONS, AND POLICIES

2.1 Introduction

This chapter provides the theoretical and conceptual framework for the development of the
following empirical chapters. It reviews the most relevant theoretical concepts in what refers
to the relationship between state and informal agents, to the individual decision to be or not
to be informal, to the perception of the state and its relation with informality, and to the
importance of tax and regulatory compliance; as well as the general dynamics of informality.

In addition, it reviews recent policies to tackle informality around the world.

The chapter starts with the conceptualization of the relationship between state and individ-
ual in an informal sector framework. It analyzes the reasons and causes of the emergence of
informality (exit and exclusion). Then, it follows a reassessment and an improvement of the
definition of the culture of informality. It assesses the pros and cons of being informal and
the relationship between (the perception of) state’s performance and informality. It under-
lines the relevance of tax compliance in the context of the social contract in Latin American
countries and relates how certain social norms and social interactions may affect informality
and can place countries in different types of social equilibria. It discusses the concept of semi-
formality and presents a newer notion of it which is related to the importance of organized
groups and political organization, and with the understanding of informal activity as a con-
tinuum of compliance rather than a well-defined and unambiguous dichotomy. The chapter
concludes by analyzing in detail each of the different policies used in several countries in the
world to reduce informality (increasing tax compliance, encouraging business creation and
growth, strengthening enforcement, creating inclusive social protection systems, and building

trust and collective incentives), with a particular enfasis in Mexico and Latin America.”

As explained in Chapter 1, this thesis will center on informal street vending—the most visible and widespread
informal activity of all the various informal activities—to illustrate the features and workings of the culture of
informality in Mexico. This chapter, however, aims to give a more general and theoretical view of informality.
The following chapter (Chapter 3) will center on the details of informal street vending in Mexico.
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2.2 Conceptualizing the relationship between the state and the individual in the

informal sector

A recent milestone in the field of informality is the World Bank’s publication Informality: Exit
and Exclusion (Perry et al., 2007), in which a group of experts examine informality in Latin
America. The authors analyze the reasons for and causes of the emergence of informality
and the implications of its growth. They describe informality as a manifestation of a flawed
relationship between the state and its citizens and use two distinctive but corresponding per-
spectives to explain what drives informality. These are informality driven by ‘exclusion’ from
state benefits or from the circuits of the modern economy, and informality driven by voluntary
‘exit’ decisions resulting from private cost-benefit estimates that lead firms and workers to opt
out of formal institutions (Hirschman, 1970; Perry et al., 2007). The authors argue that both

perspectives contribute to our knowledge of the causes and consequences of informality.*

Several experts have analyzed the phenomenon of informality as the relationship between
economic agents and the state. Some have discussed how specific policies in the areas of social
protection, business regulation, labor legislation, and taxation can have a significant impact
on (individual) decisions and how these policies could encourage or prevent people’s partic-
ipation in the formal sector. These policies delineate a set of incentives to which informal
agents (individuals and groups) respond by weighing the costs and benefits of participating in
different sectors (informal and formal), taking also into account the enforcement efforts and
capabilities of the state. These responses are also influenced by how people—individually and

collectively—perceive and define a relationship with the state (Perry et al., 2007)

Social norms are defined as “the pattern of behavior that constitutes a customary rule that
coordinates actions among people and is sustained by social approval” (Young, 20063; Perry

et al., 2007:218). As Perry et al. (2007:215) state:

In some situations, there are social norms that are influenced by the perception
of the effectiveness of the state and the collective projects it represents, and that
foster willingness to comply with taxes and other regulations. For instance, the

high tax compliance rates observed in developed countries cannot be explained

*They conclude that reducing the levels of informality and overcoming the culture of informality will entail
actions to increase aggregate productivity in the economy, improve and correct poorly designed social policies and
regulations, and advance the legitimacy of the state by improving the quality and impartiality of state policies and
institutions (Perry et al., 2007).

>Young (2006:1) states that “Social norms are customary rules of behaviour that coordinate our interactions
with others”.
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only by the deterrent effect of the chance of being caught evading and the ensuing

penalties.

It also has to do with political and/or civil culture, perception of society towards evading

the law, levels of morality in society, the size of the society, cultural traditions, etc.

2.2.1 Incentives to ‘exit’ the formal sector (in other words, incentives to select entering on not entering

the formal sector)

In Mexico and other developing countries with large informal sectors, the individual decision
leading to ‘exit’ from taxation and other regulations, and from participating in the formal
system of taxes and transfers may be influenced by a collective perception that the action of the
state is “ineffective, inefficient, and unfair” (Hirschman, 1970; Perry et al., 2007:215; Saavedra
and Tommasi, 2007). From a social exchange theory* point of view, a person’s willingness to
comply with regulations may be affected by the individual perception of the effectiveness of

the state in providing public services.

Furthermore, collective perceptions—understood as the ‘feelings or sentiments’ within a
group—about the functioning of the state influence the social norm regarding compliance.
For example, if more people operate in the informal sector, the collective perception is that it
might be easier for each person to do so. In other words, when a government enforces a tax
or regulation, one person will be less likely to be sanctioned if a large number of other people
also evade taxes or do not comply with regulations. In the words of Perry et al (2007:216): “the
psychological [or] ethical costs of evading will be lower if most people in one’s peer group do

so, and hence one’s tax morale’ and disposition to comply with regulations will be lower”.

4Social exchange theory is a sociological and social psychological perspective that explains social change and
stability as a process of negotiated exchange between parties. It posits that all human relationships are formed by
the use of a subjective cost-benefit analysis and the comparison of alternatives. The theory has roots in economics,
psychology, and sociology. Social exchange theory is tied on one hand to rational choice theory and on the other
to structuralism, and features many of the main assumptions of these theories (Emerson, 1976).

STax morale is defined as the motivation of a country’s citizens to paying taxes, in addition to legal obligations
(Torgler and Schneider, 2007).
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This might generate what Glaeser et al. (2003:346) called a “social multiplier”,® which might

make a specific social norm more widespread.

2.2.2 Definition of the culture of informality

Thus, the ‘culture of informality’ or ‘culture of the informal sector’ emerges from the “collec-
tive perception [‘feeling or sentiment’] of ineffectiveness, unfairness and, ultimately, illegiti-
macy of the state’s actions, in terms of whom it represents and serves” (Perry et al., 2007:215).
In other words, the culture of informality appears when the state does not represent ordinary
people or serve their interests. Perry et al. (2007:215) define the culture of informality as “a so-
cial norm of noncompliance with taxes and regulations, which further undermines the state’s
capacity to enforce the law and to provide effective public services [and ultimately could ques-

tion its legitimacy]”.

However, the culture of informality also involves other behaviors, customs, and practices
carried out by informal agents like communication channels, tacit language, unwritten rules,
ways of living, and forms of operation of the agents (e.g. corrupt practices, self-regulation,
forms of organization, etc.). In fact, adding these behaviors, customs, and practices to the
original definition brings to us a new concept, where the culture of informality includes non-
compliance plus a set of forms and expressions that characterize in time to workers and firms
operating in the informal sector. By a set of forms and expression I mean customs, beliefs,
common practices, rules, regulations, codes, clothing, rituals and ways of being that prevail in
the people that integrates it. Thus, this form of informal modus operandi and modus vivendi
distinguishes itself from other groups through its social norms, but also through its beliefs,
morality, customs, institutions, politics, methods of enforcement, language and parapherna-

lia, among other qualities.

“Glaeser et al. (2003) analyze recent empirical work that tries to identify social multiplier effects. Their results
indicate that social interactions may be large. The authors hypothesize that, if one person’s proclivity to certain
behaviour influences her or his neighbour’s behaviour, policy changes to address that behaviour will have a direct
and indirect effect through social influence. In Glaeser et al. (2003:346) theoretical framework, “if an individual’s

wy»

outcome rises “x” percent as his neighbor’s average outcome, then the social multiplier roughly equals 1/(1-x) for
large enough groups”.
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2.2.3 The reasons of ‘exclusion’ from the formal sector

There is also a clear relationship between informality and inequality. High levels of inequality
manifest in having large segments of the population ‘excluded’ from basic services such as
education, health care, and legal services; and from other services that allow citizens to access
better economic opportunities. Lack of access to services and opportunities finally impact on
differences in the exercise of power and the possibility of having a voice in society, that seem

highly related with informality (Perry et al., 2007).

Low levels of trust in the government might be a reflection of a ‘broken’ social contract.
Since the government does not perform effectively the delivery of public services, citizens are
not willing or do not have the incentives necessary to opt for being included in the formal

system.

The expression ‘social contract’ is used by Perry et al. (2007) to refer to “some degree
of societal consensus over basic aspects of the operation and role of the state relative to the
private sector and among citizens. In this usage, ‘social contract’ refers to key aspects of
a social equilibrium, including beliefs and actions of citizens, organized groups, and state

actors” (Perry et al., 2007:216).

There are two types of social equilibria where a polity can be situated: a ‘bad equilibrium’
where there is a discrepancy of purposes, a government that is inneffective, unable to enforce
well its regulations nor to provide public services efficiently to attract informal agents (firms
and individuals) to the formal sector (Perry et al., 2007), leading to situations of high infor-
mality (such as it is the case of Mexico); or a ‘good equilibrium’ where there is an agreement
of purposes, a government that performs its duties of enforcing the law and providing pub-
lic services efficiently and economic and social actors that react positively to those incentives,

abiding the law and engaging in formal labor market activities.

As pointed out by Perry et al (2007), some of the features that relate to different measures
or dimensions of informality and that, in fact, are manifestations or symptoms of a systemic

failure are:

* Low levels of participation in the social security system (system that would allow them

to have access to future pensions and health care).

* Low coverage of many social insurance schemes, especially among poor people.
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* Alarge number of small firms that partially or completely evade tax, labor, and business

regulations.
* Excessive complexity of bureaucratic procedures, which results in delay or inaction.

* Exclusion in the access to property rights, judiciary/legal services, and other public ser-

vices.
* Low-quality public provision of social services (such as health care or education).
* Low levels of trust in the state and in the fairness of existing arrangements.
* Low and uneven enforcement of regulations.

* Low levels of tax collection, related to low compliance and low tax bases.

Each of the features mentioned above are expressions of the so called bad equilibria, and
all of these factors are found in the Mexican case. The following sections will take a look at
pros and cons of being formal, explore the relationship between informality and governance

indicators, and analyze the different concepts of semi-formality.

2.3 Assessment of the pros and cons of being formal

Mexico’s high level of informality might be a reflection of the disconnection between Mexican
citizens and the state. To frame this analysis, this section will follow an outline presented in
Perry et al (2007) in order to discuss the different dimensions of the decision to participate in

the formal sector.

2.3.1 To be or not to be formal

Let’s consider an economic agent (individual or group) who has two jobs or business oppor-
tunities that are comparable but only differ in that they require or not to follow regulations.
From this agent’s point of view, the choice implies having an opinion about different aspects
relevant to her or his interests, taking into account different factors. As Perry et al. (2007)

describe in their book, these factors to be taken into account can be as follows:

1. Obtaining the protection of labor laws, paying contributions, and getting social security

benefits for the agent and her or his family;
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2. Avoiding the costs of being caught not complying with regulations, given state enforce-

ment technology;

3. Contributing to the provision of public goods and services to society as a whole, and

trusting the state in doing it; and
4. Avoiding the peer-pressure costs of being pointed out as a cheater.

Thus, to assess costs and benefits, this economic agent will consider all these factors and
come up with a selection of her or his choice. As pointed out by Perry et al. (2007), her/his

decision might be affected by:

THE DIRECT COSTS AND BENEFITS OF FORMALITY: The assessment of point (1) above de-
pends on the costs of labor market regulations and a comparison of those costs with the
valuation of the benefits provided to the individual (i.e. comparing payroll tax payments

with health benefits received).

STATE ENFORCEMENT CAPACITY: The assessment of point (2) will depend on the perceived

capacity of the state to enforce labor, tax, and other regulations.

INDIVIDUAL PERCEPTIONS ABOUT GOVERNMENT EFFECTIVENESS: The assessment of
point (3) might depend on how effective and fair the individual perceives government

institutions are in fulfilling their role.

SOCIAL NORMS AND THE SOCIAL MULTIPLIER: The assessment of point (4) depends on
what others believe about the role and performance of the state, that is, the social norm?”

that influences collective behavior toward the state.

The revision of these dimensions of the formality decision illustrates that informality con-
nects to issues related to the reality of and perception about the state. The answer to each
of the questions above presented hinges on some characteristics and capabilities of the state
and the services (and benefits) it provides, which affect the assessment of the private benefit
of engaging with the state (formal sector). But it also hinges on a system of individual and
collective beliefs about the efficiency and fairness of the existing arrangements (Saavedra and

Tommasi, 2007).

’Social norms are the set of patterns of behaviour that constitutes a customary rule that coordinates actions
among people (Young, 2006) and is sustained by social approval.
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2.4 Perceptions about the State’s performance and informality

Mexico, as many other Latin American and developing countries, could be characterized as
a state that excludes parts of its population as a result of an imperfect social contract. This is

reflected the negative perceptions that individuals have about the state and its performance.

Data across countries shows that there is a negative relationship between a proxy for in-
formality (share of self-employed) and a measure of government effectiveness (government
effectiveness index).® As it can be seen, Figure 2.1 shows a significant negative correlation
between government effectiveness and share of self-employment. In general, for countries in
Latin America, as observed in the graph, perceptions of effectiveness of the government with
respect to its function of providing public services is low, and self-employment is high (with

the exception of Chile and Uruguay).

Figure 2.1.: Government effectiveness versus % self-employed
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Source: Own calculations based on Worldwide Governance Indicators (2011) and World Development
Indicators (average between data from 2008, 2009 and 20710).

Informality also tends to be higher in countries that are perceived as more corrupt (Figure

2.2). Data suggest that the perception of corruption (measured by the control of corruption

8The Government Effectiveness Index is a measure of the quality of public service provision, the quality of the
bureaucracy, the competence of civil servants, the independence of the civil service from political pressures, and
the credibility of the government’s commitment to policies (Perry et al., 2007; Kaufmann, Kraay, and Mastruzzi,
2006, 2009, 20T11).
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index?) is positively and significantly related to informality. In the case of Mexico and several
Latin American countries, perceptions about control of corruption is low (perception of the
existence of corruption is high), and self-employment is high at the same time. Not only Mex-
ico shows such behavior, but also countries such as Venezuela, Paraguay, Peru and Ecuador
are in bad equilibria, where it can be seen that the proxy for informality is high, as well as the

perception of corruption.

Figure 2.2.: Control of corruption index versus % self-employed
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Source: Own calculations based on Worldwide Governance Indicators (2011) and World Development
Indicators (average between data from 2008, 2009 and 20710).

At the same time, judicial systems in Latin America are perceived as unfair, and Mexico is
not the exception, situation that generates very low levels of trust in the judiciary. According

to Perry et al. (2007:220—221):

On average, firms in Latin America are less confident that their judicial system
will enforce contractual and property rights disputes than are firms in other re-
gions in the world. Within the Latin American region, there are large differences,

with more than 70 percent of firms being confident in the judicial system in Chile

°The Control of Corruption Index from the Worldwide Governance Indicators (WGI) is a measure of percep-
tions, where corruption is defined as the exercise of public power for private gain, with higher values corresponding
to less corruption (Perry et al., 2007; Kaufmann, Kraay, and Mastruzzi, 2006, 2009, 2011).
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and Costa Rica compared with less than 30 percent in Ecuador and Guatemala.
Evidence presented by Biebesheimer and Payne (2001) shows that even though 65
percent of citizens were reasonably confident in their judicial systems in Europe,
only 35 percent expressed such confidence in Latin America. In questions asked in
recent Enterprise Surveys [previously called Investment Climate Surveys], which
included a larger sample of small firms, the percentage of firms that perceived
courts as fair, impartial, and uncorrupt was less than 25 percent in Panama, Mex-

ico™, Argentina, Bolivia, and Peru.

Other authors have analyzed the concept of informality as related to the previous notions.
For example, a related one, as presented by Centeno and Portes (2006), proposes the con-
cept of a ‘frustrated state’, which suggests that informality is the consequence of weak states
that assign themselves an unbearable and unmanageable regulatory load, with a scope that
goes beyond their enforcement capacity.* Finally, another part of the literature underlines the
potential existence of a ‘captured state’, where a political equilibrium is preserved such that
specific groups of the population that make up the elites (business, public sector, or labor)
interact implicitly or explicitly with the state to maintain rents, even if that implies the exclu-
sion of certain segments of the population (De Ferranti et al., 2004; Perry et al., 2006; Perry

et al., 2007).™

2.5 Tax compliance and the social contract in Latin America

One of the main aspects that affects the decision to participate in the formal or informal labor
market has to do with the tax system. In general, tax systems of Latin American countries
have certain particularities that make it difficult to comply with them. Frequently, countries in
the region have complex administrative procedures associated with tax and regulatory com-
pliance. A large informal sector both reflects inequities and inefficiencies of these tax systems,

and it imposes the challenge of improving the tax base. This section of the chapter will sum-

°Mexico’s percentage of firms that perceive the courts as fair, impartial, and uncorrupt was of 22 percent
(Perry et al., 2007).

"Centeno and Portes (2006) argue that the liberal reforms implemented in the mid-198os in Latin America
were an attempt to reduce the regulatory intent and, at the same time, increase regulatory capacity.

"The perfect example is that of a populist government with a political base in the middle and low-middle
classes, that is reluctant to eliminate subsidies to public services, even if that forces out expanding the services to
the poorer segments of society with less political influence and power (Perry et al., 2007).

77



TAX COMPLIANCE AND THE SOCIAL CONTRACT IN LATIN AMERICA

marize the main aspects of Latin American tax systems, highlighting specific policy aspects

related to them.

2.5.1 Tax compliance in Latin America

Latin America shows tax revenues that are below OECD countries. As discussed by Lledo,
Schneider, and Moore (2004), the average tax take has been continuously smaller in Latin
America than in OECD countries, while it has been comparatively similar to the Asian aver-

age."3

Moreover, Perry et al. (2007) state that indirect taxes—in the form of taxes on domestic
and internationally traded goods and services—represent the biggest share of tax revenues
in Latin America. They comprise about 6o percent of total tax revenues; almost twice as
much as taxes on income, profits, and capital gains. Comparatively, in developed countries
tax revenues from international trade and from domestic goods and services constitute 40

percent of total tax revenues (Bird and Zolt, 2005; Perry et al., 2007)

Direct taxation (meaning taxation on income, property and wealth) is below what is ex-
pected if the level of development of the region is taken into consideration—in Latin America
direct taxes are about a third of tax collections; in Europe, 50 percent; and in North Amer-
ica that figure is of 8o percent (Perry et al., 2007). The difference is explained by individual
income taxes. These are a third of total tax collections in Europe and more than 6o percent
in North America. In Latin America, the figure is in the single digits, lower than any other
region of the world (Perry et al., 2007). On the other hand, the share of corporate direct taxes
is not small. This situation is an indication of a very low capacity of the state to observe and
monitor (individual) incomes; and it is consistent with a concentration of taxes on businesses,
most likely medium size and large businesses that are easier to monitor (Perry et al., 2007). In
that sense, the percentage of corporate income tax revenues is three times the percentage of

personal income tax revenues.

One important aspect that needs to be highlighted in the informality analysis is the exis-

tence of tax exemptions. These are especially widespread in the region, and it is an indication

" As explained by Perry et al. (2007:223): “The median country in the Latin American region collects 4 per-
centage points of GDP less than would be expected, given its level of development (Perry et al., 2006). The average
number for the Latin American region stands at 14.2 percent of GDP in 20002003 (15.8 percent of GDP including
social security contributions). Only Brazil, Nicaragua, Trinidad and Tobago, and Jamaica have tax burdens—
without social security contributions—above 20 percent. Guatemala, Paraguay, and Venezuela barely reach 10
percent.”
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that some specific groups have ‘special access’ to benefits, or ‘special privileges’."# There are
also important disparities among countries in their tax administration capacity. For example,
the Chilean tax administration practices appear to be about three times more effective than
those in Guatemala in raising VAT revenues (Alm and Martinez-Vazquez, 2007). Therefore, the
relatively low levels of tax revenues in most Latin American countries come as an outcome of

poor capacity of the tax system, excessive tax exemptions, and small tax bases.

Interestingly, the wealthy in Latin America pay a larger share of taxes than the share paid by
the wealthy in developed countries (Perry et a., 2007). Some comparative empirical analyses
also confirm the view that the higher the tax burden, the larger the informal sector (Johnson,
Kaufmann, and Zoido-Lobatén, 1998; Loayza and Rigolini, 2006). This may be explained, as
mentioned before, because there is a concentration of taxes on businesses, which may be rela-
tively high.”> For example, Johnson, Kaufmann, and Zoido-Lobatén (1998) perform a cross
country comparative research using indicators of perceptions of the tax burden—including
how high tax rates are and the discretionary power of authorities in administering and oper-
ating the tax system—and find a large positive effect on informality. They also explain (as it
was pointed out before) that what really matters to explain informality are the management
and operation of the tax system rather than the established tax rates.™ In this sense, Friedman
et al. (2000) find that higher tax rates are not correlated with a larger informal sector. As a
matter of fact, the opposite might be true: countries with high tax rates may be those with

high benefits of formality.

2.5.2 Informality: broken social contracts and bad equilibria in Latin America

Countries can settle in different social purposes—or equilibria—if social norms and social
interactions that lead to specific collective behaviors are strong.’” As Perry et al. (2007:239)
neatly putit: “You make the queue or skip the line. Your stop at the red light or you keep mov-
ing.” As it was mentioned previously, tax and regulatory compliance may be highly impacted
by social interactions. Economic agents will be more willing to pay taxes, and be included

in the formal labor market if they think that the state is doing its job well, complying with

"4Tax exemptions are common in Mexico and I will briefly discuss them in Chapter 5.

" According to Johnson, Kaufmann and Zoido-Lobatén (1998:387) “the unofficial economy should be larger
when there is a bigger tax burden on firms in the official sector, where ‘burden’ on the firm is the outcome of how
the tax system is administered as well as what the rates are.”

“In other words, the size of the informal sector increases with the regulatory burden but diminishes with the
efficiency in the provision of services and with compliance enforcement (Loayza and Rigolini, 2006).

7This section draws on Saavedra and Tommasi (2007) and on Kahan (2005).
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its share of the social contract and using effectively public resources. Also, economic agents
will be more willing to comply if they believe others do so, generating what is also called a
‘virtuous cycle’ where everybody is paying taxes and doing what they should do in this social
contract, establishing a highly cooperative state of affairs. On the contrary, a ‘vicious cycle’
can be found in the case that people will be inclined to evade tax obligations whenever they
believe others are inclined to do so, too. Those ‘interdependencies’ tend to generate patterns
of collective behavior with specific reinforcing mechanisms (Kahan, 2005; Perry et al., 2006;

Saavedra and Tomassi, 2007).

Mexico is in a ‘bad equilibrium’: trust in the state is low and tax collection and compliance
with regulations are low. At the same time, the public provision of public services is of low
quality and unequal if different socioeconomic groups are considered. The case of Mexico
is not a stand alone case. This unfavorable depiction repeats across most countries in Latin
America and reflects an unsolved problem of high inequality of opportunities associated with
an extremely high level of income inequality. This occurs in the context of a structure of taxes

and transfers that does not redistribute effectively (Perry et al, 2007).

2.5.3 Why rich and poor dlike opt out of formality

Feelings about how valuable public services are for an economic agent may influence the fact
that they opt out of the formal system. In that sense, in Mexico, as well as in other Latin
American countries, analyzing different parts of the income distribution reveals that the poor,
the middle class and the rich feel that they are not getting a fair deal by the existing arrange-
ments, and try to ‘exit’ the system when possible. Therefore, an important amount of ‘exit’
(using Hirschman’s (1970) terminology) is observed, particularly from both ends of the in-
come distribution. In the case of the wealthier individuals, many times they are more likely
to ‘opt out’ (using Perry et al.’s (2007) terminology) of public services and move into private
provision of services (such as buying private education, health care and pensions), in search
of higher quality. Not only individuals opt out of the formal system because they individually
feel that public services are of very little value to them. When assessing how valuable such
public services are for the population at large, they collectivelly may share the perception that
these services are of little value for other people in other socio-economic strata. Also, these

feelings can be exacerbated by a generalized perception of corruption and patronage in the
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government in general and in social assistance in particular; and by the social norm external-

ities that implicitly validate generalized tax evasion (Bergman, 2002, 2003).™®

High levels of socioeconomic segregation difficult the arrangement of a social contract: rich
and poor do not share the same schools, health, pension and security services. Also, some of
the rich may as well be capturing the state and using their influence to have particular privi-
leges in the tax system or maintain oligopolistic arrangements. At the same time, corporatist
groups and certain unions may use political pressure to preserve privileges that perpetuate un-
equal structures of power and of opportunities (Perry et al., 2007)." All in sum, weak and in-
competent governments are combined with influential and powerful groups (Guerrero, Lopez-
Calva, and Walton, 2006) which makes even more difficult for the poor to feel engaged in the
economic and social system. The Hirschmanian concept of ‘exit’ is also valid to the lower
end of the socioeconomic distribution: the poor may not pay many direct taxes, but they also
do not get much from the state. They feel “an adverse differential access to public goods, to
property rights, to protection under the law and to judiciary services” (Perry et al., 2007:241).
This promotes the use of informal mechanisms (as it will be seen in Chapter 6) and diminishes
incentives to participate in the formal system. Thus, the poor organize themselves in groups
for self-protection, invade public property and, at times, take justice in their own hands. In
contrast to the wealthy, the poor are more prone to informality, to participate in clientelistic
networks, and to have a negative opinion of the government and the existent social arrange-
ment and organization. Many of the poor have never been part of the formal system; more
than ‘exiting’ the formal system, some of the poor have never actually ‘entered’ it (in other
words, they have been ‘excluded’). This situation is part of a culture of informality in which

the state is basically absent and there is no social contract in place (Perry et al., 2007).

2.6 Semi-formality: the gray area between formality and informality

An important issue in the discussion on the informal sector is whether and how the informal
economy and formal economy are linked. Through the years, the discussion on the infor-
mal sector took form into three main schools of thought regarding the informal economy:
dualism, structuralism, and legalism. Each of these has a different perspective on how the in-

formal and formal economies are linked (Chen, 2006). The dualists argue that informal units

“Bergman (2002, 2003) argues that, in many cases, there is a negative peer-pressure effect in which tax evasion
has wide social acceptance, particularly among the wealthier populations.
This is when the political factor comes into play, as it will be shown in the following chapters.
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and activities have few (if any) linkages to the formal economy but, rather, operate as a dis-
tinct separate sector of the economy; and that informal workers constitute the less-advantaged
sector of a dualistic labour market (Sethuraman, 1976; Tokman, 1978). The structuralists see
the informal and formal economies as inherently linked. To increase competitiveness, firms in
the formal economy choose to reduce their input costs, including labour costs, by promoting
informal production (which provides them with cheap intermediary or final goods) and in-
formal employment relationships. According to structuralists, both informal enterprises and
informal wage workers are subordinated to the interests of capitalist development, providing
cheap goods and services (Moser, 1978; Portes, Castells and Benton, 1989). The legalists focus
on the relationship between informal entrepreneurs/enterprises and the formal regulatory en-
vironment, not formal firms. But they recognize that capitalist interests—what De Soto called
‘mercantilist’ interests—plot jointly with the government to establish the bureaucratic ‘rules
of the game’ (De Soto, 1989). There may be some degree of truth in each of these perspectives,
given the heterogeneity of the informal sector. However, the reality of informality is more

complex than what these perspectives propose (Chen, 2006).

Some scholars have proposed to move beyond these perspectives (in particular the formal-
infomal dichotomy) and take a more ‘nuanced’ approach when characterizing informality,
more in accordance to reality (Moser, 1994; Maloney, 1999, 2004; Chen, 2006). Under this
new view, the informal sector is no longer described as a traditional economy, marginally pro-
ductive, and clearly separated form the formal sector. This new view of the informal sector
has as a central characteristic a continuum of economic relations, where labour relations tend
to fall in the middle of a continuum between a pure ‘formal’ relation (regulated and protected)
and a pure ‘informal’ relation (unregulated and unprotected) (Chen, 2006). Moroever, work-
ers and production units can also work simultaneously at different points of the continuum.
It is observed that the two extremes of the continuum (formal-informal) are often dynami-
cally linked: formal enterprises hire informal workers and many informal firms have a direct
relationship with formal enterprises (e.g. buying them products or services). The continuum
proposal has interesting implications for the design of public policies. Under this new concept,
the formalization discussion should take into consideration that, depending on the segment
of the informal economy that is being considered, there can be different meanings of the word
‘formalization’. According to Chen (2006), even though formalization is the desired way to go,
the feasibility of formalizing the informal sector is unclear, and it is unlikely that all informal

producers and workers can be formalized. Chen’s main point is that, at the end of the day, the
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policy challenge is to decrease the costs of working in the informal sector and to increase the

benefits of being formal.

In this research, I have reached the same conclusion after observing and analysing some
empirical cases: that informality/formality is not a dichotomy but a continuum, with agents
opting to remain informal on some instances in which they do not perceive the benefits of
formality, and formalize on others where they see clear advantages of becoming formal. The
following sub-section will present different takes on the concept of semi-formality, two exist-
ing ones and a new one. The novel concept will show that informal and formal characteristics
can be present in an agent at one point in time, simultaneously. This new concept will be

explained providing an example of what it means in the real world.

2.6.1 The concepts of semi-formality

The concept of ‘semi-formality’ has been used to define two notions. The first one, developed
by De Soto (1989), refers to a semi-formal economy or sector that comprises activities that
are partly regulated, often because state officials have recognized and sanctioned a certain
degree of informality in exchange for a degree of control over them (informal agents). In
other words, for De Soto, semi-formality means that the government actively negotiates the
implementation of regulatory norms without changing the actual regulations. Thus, street
vendors, collective taxis, land invaders, and garbage collectors have, in many cases, been given
either tacit or explicit permission to carry out their informal activities—at times in exchange
for support for the current regime—but without completely bringing them within the formal
system. Frequently, this may lead to a continual process of conflict and renegotiation between
the government and these informal agents that politicize the sector (Cross, 1998). What is
clear in each of the cases mentioned above—and not necessarily so in other types of activities
within the informal sector—is that they involve organized groups. While De Soto implicitly

recognizes this, he never explains or analyzes it in depth.>®

The second notion of ‘semi-formality’ has been pointed out by Cross (1998, 1999) and refers
to the case when informal firms may begin to formalize in some respects while remaining
informal in others. For example, a firm owner may obtain a permit for her or his firm, but

remain outside the tax system, fail to comply with labor regulations, and otherwise operate

**However, the importance of group organization is fundamental in the third concept of semi-formality I
present a little further down.
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informally. The potential for this type of semi-formality, which is still individualistic in nature,
will depend to a large extent on the degree of coordination between government agencies
enforcing the different regulations as well as, again, the overall visibility of the firm. Size
in this regard holds a double danger: it not only makes the firm more visible to regulatory
officials and therefore easier to sanction, it also increases the number of third parties—such
as employees, neighbors, clients, or suppliers—who might use existing regulatory norms to

reinforce their own claims upon the firm (Cross, 1998, 1999).

I would like to introduce a third notion of ‘semi-formality’ which is related to the notions
developed by Cross (1998) and De Soto (1989) but with important differences. This new no-
tion of semi-formality refers to that status and form of operation that some informal agents
(particularly organized informal groups) have, which shows or presents them as being infor-
mal, when in reality they make use of formal instruments (among them their ‘legal status’) in
order to sort out better the problems brought about by regulations and avoid the authorities
reprisals, while at the same time taking advantage of the benefits of informality (i.e. such as
tax avoidance). In other words, they are informal and formal at the same time; informal in
their modus operandi, and formal in their (legal) status. An example, which may be com-
pelling in terms of the importance of this new notion, refers to the status of ‘independent civil
associations’ or Asociacién Civil that some informal groups obtain in order to have both legal
personality (and therefore legal recognition from the government) as well as the prerogative
to demand certain rights (such as the right to sell on the streets). This condition—which is no
longer individualistic and demands a greater degree of group organization—of being legally
recognized while still behaving and operating informally may represent a real problem for the

state.

Thus, the specific experiences regarding all the different aspects of exit, exclusion, formality,
informality and semi-formality that are behind the large informal sector in Latin America vary

notoriously, country by country, and have different policy implications.

2.7 Policies to reduce informality

In theory, successful policies to reduce informality will promote a “voluntary accommodation
between private enterprise and the state” (Kenyon, 2007:2). In practice, however, this accom-
modation is quite difficult to reach because the right policy not only requires regulatory re-

forms that facilitate the formalization process, but more importantly, formalization requires
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building a ‘culture of compliance’ (Oviedo, Thomas, and Karakurum-Ozdemir, 2009). In
other words, informal agents must be adequately informed about the increased benefits of for-
malization (as well as the increased costs of not formalizing); they must have enough trust in
the public sector that reforms will not be reversed, or promises broken, after they have formal-
ized (e.g. tax breaks that never materialize); and they must know that, because formalization
offers net benefits, most informal agents (including competitors) will also decide to formalize

(Oviedo, Thomas, and Karakurum-Ozdemir, 2009).

Due to the fact that informality takes many forms and depends on many variables, poli-
cies that succeed in one place may fail in another. Therefore, policy packages can comprise a
series of ‘sticks” and ‘carrots’ that need to be adapted to the nature of informality in the local-
ity, province, or country where they will be implemented. In some places, regulatory reform
might be more relevant, while in others it could be regulation enforcement and administrative
reforms to strengthen information flows among agencies in charge of enforcement and im-
plementation. Furthermore, given the costs and benefits of increased enforcement, optimal
policies do not necessarily entail reaching full compliance; rather, the objective should be to
make formality the most desirable—and accessible— situation for the individual. In any case,
policies need to take into account the level of trust of informal agents and actors in their in-
stitutions, and make sure that they are being listened to, and included in the process of policy

design (Oviedo, Thomas, and Karakurum-Ozdemir, 2009).

In the last decade, international experience in policies to reduce informality has greatly
expanded. From the compliance perspective, high-income OECD countries have fought infor-
mality most aggressively even when, it seems, they suffer the least from it. Their policies have
mainly targeted tax evasion on the part of formal businesses, as well as the use of undeclared
or undocumented workers. Equally, in recent years, a growing number of developing countries
have also implemented policies with the aim of increasing the efficiency of factor re-allocation.
Particularly, there have been wide-ranging labor regulation reforms, as well as simplification
to registration procedures, and tax simplifications for small businesses, especially in Latin
American countries (Oviedo, Thomas, and Karakurum-Ozdemir, 2009). Table A.1 in Ap-
pendix A.r1 lists some of the policies that have been recently implemented in several countries
in the world and the area of informality they target.>” A summary of these policies and a dis-
cussion of studies that evaluate some of them follow below. Each of the policies discussed

below targets one or more of the following objectives:

*'This list draws in part from Kuddo (2008), OECD (2004), USAID (2005), Oviedo, Thomas, and Karakurum-
Ozdemir (2009), and others.

8s



POLICIES TO REDUCE INFORMALITY

* facilitate the formalization process

* create a framework for the transition from informality to formality

* lend support to newly created firms

* reduce or eliminate inconsistencies across regulation and government agencies
* increase information flows

* increase enforcement.

2.7.1 Increasing tax compliance

Several countries have introduced reforms to their taxation systems with the purpose of re-
ducing informality. In OECD countries, reforms have mainly targeted undeclared work. They
include, for example, reduced tax rates for low-wage earners (e.g. Belgium, Bulgaria, The
Netherlands, and France) (Mayville, 2008); tax exemptions and reductions in sectors that rely
on undeclared work (e.g. Hungary, Sweden, Belgium, and France) (Kuddo, 2008; Leibfritz,
2008, 2011); and reduced VAT in labor-intensive sectors (e.g. The Netherlands). Other mea-
sures taken by OECD countries to encourage tax compliance include researching the motiva-
tions of informal firms and workers through surveys as part of a comprehensive compliance
policy (e.g. Australia and Sweden); targeted educational campaigns at specific sectors (e.g.
home repair and maintenance or small businesses) and cooperating with trade associations
to tackle industries with a high incidence of non-compliance (e.g. Australia, Hungary, Bel-
gium, and Sweden) (Kuddo, 2008); offering voluntary disclosure schemes (e.g. Uk, Belgium,
and Australia); media campaigns and follow-up surveys (e.g. Australia, Canada, and Sweden);
community visits, workshops, and specific internet sites to encourage individuals into the for-
mal economy (e.g. Australia and Canada); and schemes to undermine informal activities such

as the use of work ‘vouchers’ (e.g. Belgium)** (UK-NAO, 2008). Other actions recommended

*Belgium offers a good example of an innovative scheme aimed at undermining the informal economy. It
introduced service or work ‘vouchers’ to subsidize the cost of household services. A household buys vouchers
which pays for an hour of work from certified companies, who employ people who were previously unemployed.
The company can employ people on a part-time temporary basis. After six months, however, the company has
to offer them a permanent employment contract for at least half-time employment if the person was formerly
registered as officially unemployed. The employee can do the following activities: house-cleaning, washing and
ironing, sewing, running errands, and preparing meals. The household can pay for the cost of the work using the
vouchers. The federal government pays the value of the voucher to the company. The households can recover 30
percent of the price of the vouchers in their tax return (UK-NAO, 2008).
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by an OECD (2004) report put emphasis on increasing access to information, as well as admin-

istrative reforms that improve enforcement activities.

In developing countries, particularly in Latin America, reforms tend to focus on encourag-
ing owners of micro and small firm to formalize and pay their contributions. Latin American
countries have been very proactive in improving their tax legislation to encourage compliance.
In Chile, Costa Rica, the Dominican Republic, Guatemala, Honduras, Mexico, Nicaragua,
and Paraguay presumptive taxes>? levied on gross corporate revenues have replaced either vat
or income taxes. In Argentina, Bolivia, Brazil, and Peru, a single tax has replaced vaT, income

tax, and social security contributions (Oviedo, Thomas, and Karakurum-Ozdemir, 2009).

Notwithstanding the large amount of simplification, some of these systems have gone fur-
ther and have been more successful than others. For example, in Brazil the Integrated System
of Taxes and Contributions for Micro and Small Enterprises (Sistema Integrado de Pagamento
de Impostos e Contribui¢cdes das Microempresas e Empresas de Pequeno Porte, SIMPLES) im-
plemented in 1997 unifies the collection of federal tax payments and social security contribu-
tions. All firms with revenues below us$1 million that work in services, manufacturing, trade,
or agriculture are eligible, which represents 75 percent of the business register and 7 percent
of the Gross National Income (GNI) (Kenyon and Kapaz, 2005; de Paula and Scheinkman,
2007; Santa Maria and Rozo, 2008; Fajnzylber et al., 2009). The SIMPLES program substitutes
six types of federal taxes and five types of social security contributions with a progressive
tax levied on gross revenues. An important feature of this program is that it has de-linked
social security contributions from the number of (declared) workers employed or the wage
bill, instead making the contributions proportional to the firm’s revenues. As a result, it has
eliminated certain incentives to employ workers without a contract (Oviedo, Thomas, and
Karakurum-Ozdemir, 2009). The Brazilian streamlining model may be a good example to
follow. By several accounts, this program has been a successful one: for example, it increased
the registration rate of firms by an estimated 1o to 30 percent (de Paula and Scheinkman, 2007;

Fajnzylber et al., 2009).

*Presumptive taxation is a form of assessing tax liability using indirect methods such as income reconstruction
or by applying base-line taxation across the entire tax base (Thuronyi, 1996). Presumptive methods of taxation are
thought to be effective in reducing tax avoidance as well as equalizing the distribution of the tax burden (Thuronyi,
1996). The term ‘presumptive’ is used to indicate that there is a legal presumption that the taxpayer’s income is
no less than the amount resulting from application of the indirect method. This presumption may or may not
be rebuttable. A useful description is provided by Ahmad and Stern (1991:276): “The term presumptive taxation
covers a number of procedures under which the ‘desired’ base for taxation (direct or indirect) is not itself measured
but is inferred from some simple indicators which are more easily measured than the base itself.”
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Argentina presents a comparable case study. In Argentina, the simplified tax regime for
small taxpayers—known as Monotributo—was implemented in 1998. The system applies to
services firms with maximum revenues of Us$24,000 and retail firms with maximum revenues
of us$48,000. Eligible firms cannot have more than three establishments. The presumptive
tax is levied on gross income but also takes into account the consumption of certain inputs
(e.g. electricity) and the scope of the business activity. This regime substitutes vaT, federal
income taxes, presumptive minimum taxes, taxes on assets, and social security contributions.
In return, firms must pay a flat fee of 33 percent of the equivalent tax due by a firm outside
the Monotributo system; that is, in the normal tax regime. This new system has successfully

created tax incentives for small firms in Argentina (Santa Maria and Rozo, 2008).

Equally, Bolivia and Chile have also introduced simplified tax systems for small taxpayers;
though, their systems are much more complex. In particular, each country has introduced
parallel taxation schemes for firms in different areas of activity (i.e. Bolivia), or to substitute
for different taxes (i.e. Chile). Even though it is argued that the goal of these reforms is to
facilitate compliance, introducing too many different schemes and complexities is likely to
reduce the positive impact of these reforms, especially where the access to information and the
level of education of informal agents is limited (Oviedo, Thomas, and Karakurum-Ozdemir,

2009).

More broadly, in developing countries increasing tax compliance depends on enhancing
three main areas: registration, audit, and collection. i) Registration can be made more efficient
by sharing information between public and private agencies (e.g. social security, the banking
system). This has been done in several EU countries, where firms and individuals usually have a
unique ID number in various agencies, which also exchange information to make sure they are
registered in all agencies. It is argued that offering tax amnesties can also add to the incentives
of informal firms to register (USAID, 2005) but opinions are divided on this issue (Farrell, 2004).
ii) Governments can also improve their audit technologies, as Spain and Chile have done suc-
cessfully (e.g. Databases containing taxpayer information were updated by cross-checking
information with other public agencies, and all companies with government contracts were
automatically audited. Additionally, administrative agencies experienced transformations to
be made more effective in the audit and collection process (Bermeo, 1994; Isbell, 2004; Perry et
al., 2007). iii) Lastly, tax collection can be increased significantly by enhancing enforcement,
as Spain did in the 1970s by criminalizing certain tax offenses. Spain’s comprehensive tax re-
form led to a subsequent doubling of the ratio of tax revenue to GppP during the 1980s (Bermeo,

1994; Isbell, 2004). There is a warning to the last argument, though. If informal firms in fact
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have low productivity and profitability, their formalization, though desirable, does not neces-
sarily imply automatic increases in tax collection.** In fact, this is what happens in the Mex-
ican case. Flores et al. (2004) used Mexico’s National Survey of Micro-Businesses (Encuesta
Nacional de Micronegocios, ENAMIN) data to compute potential changes in tax collection if
informal workers were taxed. They found that in fact tax collection would not change and
net spending would increase, as most informal salaried and self-employed workers in Mexico
would then be eligible for transfers (negative taxation) as their income is below the threshold
for taxable income. Their analysis did not consider potential increases in income after for-
malization, so in this sense they took the standpoint of the ‘worst case scenario’ (Flores et al.,

2004; Oviedo, Thomas, and Karakurum-Ozdemir, 2009).>5

2.7.2  Encouraging business creation and growth

Since De Soto (1989) emphasized the importance of the costly and burdensome registration
procedures as a key barrier to firms from accessing the formal sector, policy-makers have given
more attention to this matter, implementing radical reforms in many cases to reduce the cost
and simplify registration procedures. Therefore, simplified firm registration may be of help.2
Increasing evidence suggests that offering greater access to registration does encourage infor-
mal agents to formalize. For example, USAID (2005) reports that after Montenegro reformed
its registration process the number of registered firms went from 6,001 in 1999 to 21,724 in

2003.

There are several examples of reforms and programs that have simplified the registration
process. Among those, Mexico is one of the countries that implemented programs of this type
to encourage formalization. In 2002 the Mexican government implemented the Fast-Track
Business Creation System (Sistema de Apertura Rapida de Empresas, saRe). This program
guaranteed that micro and small firms could complete the registration process in two days,
by reducing the number of procedures from eight to two. Even though most firms are eligible,

those in the food sector and those whose activity represent environmental risks need to obtain

*This is what occurs in the particular case of Mexico, as we will see in detail in Chapter 5 with the testimony
of Alma Rosa Moreno Razo, head of the Tax Administration Service in 1999.

*On September 8, 2014 the Mexican government announced a set of measures with incentives to attempt to
formalize about 750,000 informal agents (individuals and firms). The government intends to provide them with
social security, housing and other benefits to those who formalize and pay reduced taxes (Soto, 2014).

**In this sense, it is worth pointing out that the Doing Business project at the World Bank has documented
the nature of regulations around the world, and has been influential in advocating regulatory reforms in a large
number of countries. For more information, see www.doingbusiness.org.
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prior clearance from health authorities. Kaplan et al. (2007, 2011) and Bruhn (2008, 2011)
have estimated the impact of the introduction of the program on the number of new firm
registrations, concluding that it has been positive. According to Kaplan et al. (2007, 2011),
registrations increased by 4 to 8 percent, while Bruhn (2008, 2011) finds the impact to be even
more significant. The data do not make a distinction between the creation of new firms and
the formalization of existing ones, so Kaplan et al. (2007, 2011) try to estimate which effect
is more important. Since the increase in registrations took place predominantly within the
first ten months after the introduction of SARE, they conclude that its success was to encourage
informal firms to formalize rather than to promote the creation of new firms. Even though the
effect of the program is positive and significant, they also conclude that these programs alone
will most likely have a small effect on informality and firm creation. More comprehensive
programs are necessary to have a sizeable impact on informality in countries such as Mexico,

which have a relatively large informal economy (Kaplan et al., 2007, 2011; Bruhn, 2008, 2011).

Colombia also took actions for the simplification of firms’ registration process. Business
Service Centers (Centros de Atenciéon Empresarial, CAE) were established within the premises
of the local chamber of commerce in six Colombian municipalities. The goal was to ensure
business registration in “one step, one day, one place, with one interaction, one prerequisite,
and at a minimum cost” (Cardenas and Rozo, 2007:13). The general goal of the project was to
promote a more efficient and transparent relationship between the public sector and private
enterprises. The first phase of the project (comprising six municipalities) was carried out
between 2001 and 2004. In a second phase, the creation of CAEs was extended to an additional
15 municipalities. As of 2013, there were 21 municipalities included in the project and ten
more were in the process of joining (OECD, 20713). The CAEs offer a number of services to
entrepreneurs that range from information and business counseling to registration facilities.
According to an evaluation carried out by Cardenas and Rozo (2007) the introduction of the

CAEs increased registrations by 5.2 percent.

Reforms are not only important at national level but also at sub-national level. For exam-
ple, in the municipality of Entebbe, Uganda, the government implemented a project for the
introduction of a simplified licensing process. The new system required informal agents and
entrepreneurs to provide only basic information and pay a fee, after which they immediately
received their license. This reduced average registration time from two days to 30 minutes,
and it cut the registration cost by 75 percent. Moreover, administrative costs went down by
10 percent and staff time used in registration also decreased by 2.5 percent (USAID, 2005). Most

importantly, these reforms were implemented without changes to national level legislation,
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which would have been too slow and difficult to achieve. Instead, other legal ways were found
to introduce the changes (UsAID, 2005). This example suggests that it is important to consider
red tape at sub-national levels in order to get at all the potential obstacles to formalization

that firms face (Oviedo, Thomas, and Karakurum-Ozdemir, 2009).

Labor regulations are important when considering policies to combat informality. Together
with costly and cumbersome entry regulations, labor regulations have been identified by schol-
ars as important barriers to firm expansion, and there is compelling evidence in the literature
that excessive worker protection has adverse effects for employment in general, suggesting
that in the majority of cases employment protection legislation only benefits a minority of
workers, at the expense of the majority (Kugler, 2007). For example, high severance payments
and other firing costs considerably reduce incentives of firms to hire, hurting primarily women
and young people. In extreme cases, they are segmented out of the formal sector, with only
informal jobs available to them. In addition, stringent employment protection legislation can
also encourage exit from the formal sector for small entrepreneurs who cannot afford to offer
such protection to their employees (Perry et al., 2007). Lastly, there is also evidence suggesting
that when the interaction of labor and entry regulations is strong enough, reform in only one

area may not produce the desired effects (Blanchard and Giavazzi, 2003).%”

There are several examples of successful reforms to labor regulations. Some of the reforms
implemented in the last years by European and Latin American nations such as Colombia and
Spain have been successful according to various studies (Kugler, 2007). Particularly, reducing
firing costs have increased worker turnover, indicating that firms can more easily adjust their

labor force according to the current economic environment.

Moreover, there are many areas where reforms can improve firm expansion and in this way
economic growth. Contract enforcement can be improved with a more transparent and effi-
cient judiciary, trade tariffs and restrictions can be reduced to encourage exports, financial
markets can be better regulated to open access to finance for small firm owners while protect-
ing the economy from generalized financial crises, bankruptcy costs can be reduced, etcetera

(Oviedo, Thomas, and Karakurum-Ozdemir, 2009).

Furthermore, single reforms frequently need to be followed by other regulatory and admin-

istrative reforms to be effective. For example, increased access to land titling for rural workers

*’Blanchard and Giavazzi (2003) also argue that determining the source of rents is crucial to design the optimal
policy. For example, lowering the bargaining power—and thus rents—of workers might lower real wages in the
short run, creating clear winners and losers. On the other hand, decreasing entry costs has positive effects for all
in the long run. These considerations alter the political economy of enacting reforms, and should be taken into
consideration.
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in Bolivia did not result in significant increases in the demand for credit from individuals,
in part because of the still burdensome business registration procedures and the lack of sup-
port for micro and small entrepreneurs (Santa Maria and Rozo, 2008). Similarly in Peru, a
study conducted by Winterberg (2005) found that of the 512,000 families that received titles
to their properties between 1996 and 2000, only about one percent subsequently obtained a
mortgage from a bank. There are also success stories, such as the city of Johannesburg, South
Africa, which encouraged the formalization of enterprises in the garments sector by providing
them with office and storage space in a designated ‘fashion district’, while giving them train-
ing and counseling on marketing and business development (Rogerson, 2004; Kenyon, 2007).
According to Rogerson (2004), this initiative led to increased output, employment, product

diversification, and competitive advancement in these firms.

2.7.3 Strengthening enforcement

Better enforcement is an important element of any successful policy package to reduce in-
formality. In fact, while the ‘carrot’ element implies making formality more attractive, the
‘stick’ element can effectively raise the expected costs of being informal for individuals and
firms. Nevertheless, too much emphasis on the latter may also have detrimental effects in sec-
tors, activities, and regions where informal jobs are plentiful and the formal sector is not able
to incorporate informal workers in significant numbers (Oviedo, Thomas, and Karakurum-

Ozdemir, 2009).

Several OECD countries have implemented various actions to enhance the efficiency of detec-
tion. For example, Australia and the uk have used telephone hotlines to facilitate the public to
report people working undeclared; Canada and Sweden have employed the regular use of data
matching to target specific sectors and informal activities, particularly where there is a high
incidence of non-compliance; along the same lines, Australia, Canada and the United States
are making a wider use of external data in data matching to increase the rate of detection.
Additionally, sanctions are being used more methodically, and countries are now adjusting
penalties for inflation to increase deterrence. Some governments (e.g. Sweden) are also re-
searching how people perceive sanctions as a deterrent (UK-NAO, 2008; Oviedo, Thomas, and

Karakurum-Ozdemir, 2009).

In Latin America, there is also evidence of increased enforcement, but with potential un-

wanted side-effects. The evidence of a deterrent effect of regulations enforcement on infor-
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mal behavior found in Panama by Perry et al. (2007) is also found for Brazil by Almeida
and Carneiro (2006), and for Argentina by Ronconi (2007). In those countries with strin-
gent formal employment regulations—which translates into high costs of hiring and firing
workers—hiring workers informally might be a way for formal firms to adjust their employ-
ment level cheaply and swiftly according to the business cycle—similarly for workers, self-
employment is always preferable to unemployment in the absence of unemployment bene-
fits (Oviedo, Thomas, and Karakurum-Ozdemir, 2009). Consequently, preventing firms from
using this ‘illegal’ adjustment margin might indeed reduce informal employment within for-
mally registered firms, but at the expense of firm performance, if formal employment is kept
highly protected. Almeida and Carneiro (2006) analyze this in Brazil by using census data,
Enterprise Survey data, and data from the Ministry of Labor with enforcement information
at the municipality level. In particular, they examine how the number of labor inspections
in the city affects the performance of formally registered firms, along with the level of infor-
mal employment in the municipality*® (Almeida and Carneiro, 2006; Oviedo, Thomas, and

Karakurum-Ozdemir, 2009).

Thus, research shows that increased enforcement by itself, without complementary poli-
cies, may result in a reduction of output. It also shows that labor inspections affect firm per-
formance negatively along several dimensions. They considerably reduce employment, out-
put, sales, capital stock, and job creation as measured in new hires (Almeida and Carneiro,
2006; Oviedo, Thomas, and Karakurum-Ozdemir, 2009). In addition, Almeida and Carneiro
(2006) calculate that each additional inspection per too firms reduces output per employee
by about 2.5 percent and capital per employee by about 4 percent. When analyzing the im-
pact of inspections on informal employment at the city level, they find that a one percentage
point increase in labor inspections in the city leads to a 1.5 percent reduction in informal
employment, which corresponds to an elasticity of informal employment with respect to en-
forcement of o.15 (Almeida and Carneiro, 2006). They conclude that “stricter enforcement of
regulation reduces the access of firms to informal employment, thereby increasing their em-
ployment tax costs, their employment adjustment costs, and adversely affecting their output

and investment” (Almeida and Carneiro, 2006:22).

*nformal workers are defined as workers employed without a contract and self-employed workers (Almeida
and Carneiro, 2006). They instrument labor inspections with the average distance between the location of the
firm (city) and all cities within the state that have a labor inspections office. While it is sensible to think that this
distance itself does not affect firm performance, there is still a potential bias coming from the fact that larger cities
usually have labor inspections offices, and better performing firms are more likely to choose a larger city for its
operations.
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In Argentina, increased enforcement may have actually increased employment. Ronconi
(2007) assesses the effects of changes in enforcement of labor regulations on the percentage of
private sector workers with legally mandated benefits. Ronconi (2007) uses labor data from
1995 to 2002 for the 24 jurisdictions in Argentina taken from the Argentine Permanent House-
hold Survey, while inspection data comes from the Ministry of Labor. In order to estimate the
causal effect of enforcement, he takes advantage of the fact that enforcement—measured as
the number of labor inspections—is positively correlated with the electoral cycle in Argentina
(he finds that there are on average 19.7 percent more inspectors during election years) (Ron-
coni, 2007). Thus, using the election year as an instrument, he finds that an additional labor
inspector per 100,000 people increases the share of formal private-sector workers by about 1.4
percentage points. In addition, he finds that increased enforcement has a net positive effect on
formal jobs—that is, more formal jobs are created than informal jobs destroyed— and a close
to zero effect on the average wage (Ronconi, 2007). The mechanism for the increase in formal
employment appears to be through the replacement of overtime work—above the maximum
allowed—with additional workers. Following these results, Ronconi (2007) concludes that in-
creased enforcement is a desirable policy in the dataset studied, as it creates formal jobs with
no significant costs to workers. Nevertheless, Ronconi’s analysis does not assess the effects of
increased enforcement on firm performance, as Almeida and Carneiro (2006) did for Brazil.
While it is unclear whether enforcement harms firm performance in Argentina as much as in
Brazil—since labor regulations are not as strict in Argentina—it is still possible that higher
employment in combination with wage rigidity result in lower output per worker and lower

total factor productivity (Oviedo, Thomas, and Karakurum-Ozdemir, 2009).

Thus, summing up, strengthening enforcement will work best when the right incentives
to formalize are created, so that informal agents (firms and individuals) have a viable transi-
tion path from informality into formality. Additionally, it is important to acknowledge that
increased enforcement might have negative effects on productivity and formal employment,
even though this will not necessarily always be the case (Almeida and Carneiro, 2006; Ron-

coni, 2007; Oviedo, Thomas, and Karakurum-Ozdemir, 2009).

2.7.4 Creating a more inclusive social protection system

Undergoing systematic exclusion from societal arrangements may have long-term negative

effects on human capital and economic development (1ADB, 2008). One important compo-
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nent of exclusion in numerous developing countries is the lack of access to basic protection
and safety nets that allow people to deal with the risks associated with shocks such as job
loss, illness, and disability. In countries where these types of social protection are provided
by social security agencies funded primarily through payroll taxes, informal salaried and self-
employed individuals are automatically excluded from receiving any protection, while formal
employees and firm owners are subject to expensive contributions that often result in poor
and unsatisfactory services (Oviedo, Thomas, and Karakurum-Ozdemir, 2009). This type
of systems not only create a fragmented society where only a few benefit from protection,
but their intrinsic inefficiencies often also discourage people from working formally because
the costs are greater than the benefits. Furthermore, the fact that in many countries work-
ers move back and forth between formal and informal jobs often makes them ineligible to
receive benefits, given that they have not contributed for enough time to be able to claim these
benefits. In this instance, contributions may be perceived by workers as pure taxation with
little compensation, so that workers have little incentive to participate (Oviedo, Thomas, and

Karakurum-Ozdemir, 2009).

Thus, universalizing the structures of social protection can help diminish the risks to infor-
mal workers. Following this logic, recent policy recommendations advanced by scholars such
as Santiago Levy (2008) and by institutions such as the World Bank emphasize de-linking
social protection programs from labor contracts, in particular the provision of health service.
Health shocks can have serious consequences for the poor, as treatment costs are compounded
by revenue losses for sick people and their family (Perry et al., 2007). There have been success-
ful cases of reform in this direction, for example in Spain (Bermeo, 1994; Isbell, 2004; Perry
et al., 2007; Santa Maria and Rozo, 2008), and in other European countries that have reduced
contributions for low-income workers and shifted the responsibility of contributions from em-
ployers to employees, successfully de-linking the coverage of certain benefits from holding a

formal labor contract (Oviedo, Thomas, and Karakurum-Ozdemir, 2009).

Concurrently, it is important to remember that universal social protection policies have to
be designed with great care to avoid undermining incentives to participate in the formal sector.
For instance, at present there is a debate as to whether non-contributory pension systems*’
discourage workers from participating in saving schemes before retirement. Policies such as
conditional cash transfer programs implemented in Mexico (Oportunidades) or Brazil (Bolsa

Familia), which tie cash transfers to enrolling children in school, are less likely to alter the in-

*Non-contributory pension system is a type of pension scheme where the employee makes no contributions
for her or his pension. Instead, the employer makes all contributions on the employee’s behalf. This contrast with
most pension systems, where both employees and employer make contributions (contributory pension systems).
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centives of poor people to take formal jobs, while still offering basic protection against income

shocks (Oviedo, Thomas, and Karakurum-Ozdemir, 2009).

2.7.5 Building trust and collective incentives

Social trust in public institutions is a key element in the success of policies towards informal-
ity. In addition to carrying out administrative and regulatory reforms to improve the benefits
of formality and the costs of informality, governments can vigorously work on strengthening
their relations with the public and building public trust. In spite of not being the most ob-
vious element of a strategy towards informality, public trust is in fact fundamental, because
people will be willing to participate in formal activities only if they firmly believe that their
contributions will ultimately be used to improve their well being in the future, either by a good
provision of social services, or by an efficient use of taxes (Oviedo, Thomas, and Karakurum-
Ozdemir, 2009). As Lledo et al. (2004) indicate for Latin America, even though tax reforms
have been comprehensive in many countries, governments still face challenges in matters of
redistribution and equity, and most countries still “lack an (implicit) social contract between
governments and the general population of the kind that is embedded in taxation and fiscal

principles and practices in politically more stable parts of the world” (Lledo et al., 2004:39).

In the same vein, administrative improvements can be complemented with better govern-
ment communication efforts. As part of these efforts to build trust with the public, govern-
ments can upgrade their communications strategies to notify the public about reforms and
their related benefits. The lack of an effective communications strategy may result in poor re-
sults even if the reforms are well-designed. For instance, the new simplified taxation scheme
launched in Tanzania in 2001 to promote formalization was not properly disseminated. As
a result, informal agents and entrepreneurs did not know about this reform and it was left
to the initiative of tax administration officials to tell people about the program (UsaID, 2005).
Equally, the land titling initiative in Peru mentioned before does not appear to have achieved
great success in improving people’s access to credit for the same reasons (Kenyon, 2007). From
these examples, it can be observed that it is crucial that governments take their messages re-
garding the benefits of formalization—and the costs of informality—to the general public in
a systematic manner, with the purpose of maximizing the positive impact of their reforms

(Oviedo, Thomas, and Karakurum-Ozdemir, 2009).
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In general, any society where the social contract is strong has stable and reliable institutions.
In this regard, improving the transparency of the judiciary system is frequently a priority in
order to restore confidence in the quality of institutions (Oviedo, Thomas, and Karakurum-
Ozdemir, 2009). Many countries have been making efforts to improve their credibility and
reliability towards their citizens. For example, in Ukraine, efforts to reform administrative
procedures for business licensing have been accompanied by specific actions to increase civil

society participation and to fight public sector corruption (USAID, 2005).

Increasing trust in public institutions may take time but can be done simultaneously with
administrative and economic reforms. However, as Locke (2007) argues, countries where con-
fidence in institutions is low are not necessarily doomed to failure. Building trust can be
difficult but may still be possible if the society follows “a sequential process that blends to-
gether elements of (encapsulated) self-interest, government intervention, and the development

of mechanisms of self-governance and monitoring by the actors themselves” (Locke, 2007:9).

To sum up, the policies described in this section are important parts of a well-planned strat-
egy in order to build a ‘culture of compliance’. First, a good policy package can facilitate the
functioning of small enterprises, by simplifying procedures, reducing the cost of compliance,
and offering support and counseling to informal agents and entrepreneurs. Second, the costs
of informality can be increased by raising penalties and enhancing enforcement. Third, pub-
lic trust and awareness are indispensable to make sure that these policies are maintained in
the long term, so that the people know it is in their own interest to comply. Lastly, the provi-
sion of basic social protection benefits could in many cases be extended to the whole popula-
tion, instead of being conditioned to having a formal job (Oviedo, Thomas, and Karakurum-

Ozdemir, 2009).

None of these policies is likely to work on its own; rather, a package of policies to achieve a
number of goals—economic growth, social protection, inclusion, and trust—may work best.

Specific policies to reach these goals include:
* Simplifying taxation schemes and reducing taxes on micro and small firms
* Reducing barriers to entry (costs, time, procedures)
* Allowing for more flexible hiring and firing of workers (e.g. temporary contracts)
» Offering flexibility to make payments (e.g. via financial institutions, one-stop shops)

* Partnering with business associations to offer information and counseling on how to

develop businesses
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¢ Informing firms about the benefits of formalization, and about regulatory reforms
* Strengthening enforcement and raising penalties
* Fighting public corruption and improving customer service in public administration

* Improving and expanding the coverage of social programs through cash transfers and

universal health systems.

Thus, any policy package to reduce informality can contain both ‘sticks’ and ‘carrots’. Evi-
dence tells us that the most successful cases of countries reducing informality have included a
comprehensive policy package containing both of these elements, and that it will be the most
effective way to offer a sustainable transition from informality to formality (Oviedo, Thomas,

and Karakurum-Ozdemir, 2009).

Lastly, attaining ‘full compliance’ might be too costly to be a rational objective. A more sen-
sible approach might rather target, as a starting point, increasing formalization there where
the benefits can be greater; that is, in sectors and activities that may suffer the most from the
restraints imposed by informality, but that have the most evident potential to grow (Oviedo,

Thomas, and Karakurum-Ozdemir, 2009).

2.8 Conclusions

This chapter tries to highlight the fact that, to understand why informality is so widespread in
the region, and especially in Mexico, it is very important to take into account how individuals
interact with each other and how they react to how the state performs its assigned duties of
providing quality public services in a fair and efficient way. For that, the chapter shows that
individuals both make cost-benefit analyses of their choices and select which one is better for
them, and also take into consideration the general feelings of their peers about the state to

make those choices.

Comparative, cross-country evidence based on microdata suggests that perceptions of gov-
ernment effectiveness and of the performance of public services in the Latin American region
are lower than those in other regions, and perceptions of corruption practices are higher. As
it was shown in this chapter, these low levels of trust are also correlated with high levels of
informality. A specific section of the chapter is devoted to the role of taxation (its rules, ad-

ministration and effectiveness) on informality, leading us to conclude that it actually plays a
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central part in a social contract. On the other side, governments in the region would have to

improve their performance in how they provide public services.

This chapter makes the case that more attention needs to be placed on understanding the
conditions, stages, and scenarios where formal and informal characteristics are combined in
the same individual or group. This is what is called ‘semi-formal arrangements’. A new con-
cept is introduced, that is, a new notion of semi-formality that refers to the status and form
of operation that some informal agents (particularly organized informal groups) have which
shows or presents them as being informal when in reality they make use of formal instruments
(among them their legal status) in order to sort out better the problems brought about by reg-
ulations and avoid the authorities reprisals, while at the same time taking advantage of the
benefits of informality (e.g. such as tax avoidance). An example that will be widely analyzed
with specific examples in different chapters of this dissertation, refers to the status of ‘inde-
pendent civil associations’ that some informal groups in Mexico obtain in order to have both
legal personality—and therefore legal recognition from the government; as well as the pre-
rogative to demand certain rights—such as the right to sell on the streets. This condition or
status of being legally recognized while still being ‘informal’ may represent a real problem for
the state and definitely will have to be carefully studied in order to avoid additional abuse,
unfairness and deepening the roots of broken social contracts in those countries that present

such situation.

One thing that is clear from the research is that there exists a continuum between formality
and informality. It could be said that, in general, few firms follow all the rules governing

enterprise behavior, and few follow none of them.3°

Formalization can be a gradual process that does not involve moving from one fixed state
to another. Informality is an abstract concept that permeates many sectors and levels of activ-
ity and includes a heterogeneous group of actors. Most individuals and firms in the informal
sector do interact with public institutions to some extent; therefore it is more appropriate to
see informal activity as a continuum of compliance, rather than in a dichotomous manner.
Furthermore, depending on the level of development of the country, the nature of informal
activity varies. In developed countries informal activity refers generally to tax evasion and the
use of undeclared labor (often undocumented foreigners). In developing countries, informal

activity is the source of employment for a significant share of the labor force, often compensat-

°A business in Uganda may be registered but not pay any taxes nor declare their employees for the purpose
of social insurance. On the other hand, a business in China may not be registered as a business with central
government, but nonetheless comply with many local regulations (UsaID, 2005).
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ing for the weak potential of the formal sector to create enough jobs. The lack of development
of the formal private sector may originate from a variety of causes, from too much red tape
and ineffective bureaucracies, to low levels of human capital, low trust in public institutions

and low ‘tax morale’ (Oviedo, Thomas, and Karakurum-Ozdemir, 2009).

The latest evidence of formalization policies around the globe suggests that there are sev-
eral actions that governments can take to facilitate the transition of individuals and firms
from informality to formality. Comprehensive policy packages containing both ‘carrots’ and
‘sticks’ have proven to be more successful than single, isolated policies or reforms in creat-
ing the appropriate incentives to increase formality in the long run, as has been seen in the
noteworthy example of Spain, versus less impressive ones, such as those of Bolivia and Peru.
The ‘carrots>—simplifying taxation schemes and reducing taxes for micro and small firms,
and facilitating registration through fewer and cheaper procedures—reduce the costs of for-
mality, but policies can also go further in increasing growth opportunities for these firms, for
example by offering them support and counseling, as has been done in Colombia or South
Africa. On the other hand, the ‘sticks’ can include a strengthening of the enforcement pro-
cess, from increased collaboration between government agencies to share information about
non-compliers, to higher penalties for wrongdoers. Furthermore, individuals should have the
benefit of basic protections against risks regardless of their labour status, and therefore pro-
viding universal health care and other support systems for the most vulnerable groups will
help to reduce their risks in the face of adversity. Finally, individuals need to trust their insti-
tutions in order to be willing to establish long-lasting relationships with the public sector. In
this sense, fighting corruption within the public administration may be seen as one way to
restore public trust in the ethical standards and integrity of public institutions and therefore
reducing the relative attraction of informality versus formalization (Oviedo, Thomas, and

Karakurum-Ozdemir, 2009).

The future of informality is uncertain. Policies can influence the shape and size of the in-
formal sector. However, assuming that things will continue in the route that they are now, it
can be expected that there is going to be some degree of informality. An equilibrium level will
depend on the policies in place that put incentives to workers and firms to be formal. Depend-
ing on these factors and how they play together, each economy will reach certain equilibrium

in the informality rate in the long run.

The discussion presented in this chapter will serve as a theoretical and conceptual back-
ground for the following empirical chapters, which deal more specifically with the Mexican

case and with the specific sub-category of informal street vending. These concepts will help to
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better understand the analysis behind the relationship government-informal agents and their
different ways of behaving and reasoning. It will help to see more clearly the ideas of ‘semi-
formality” as well as the ‘culture of informality’. Moreover, the policies discussed will also
help to have a better understanding of how proactive the Mexican government has been in

matters of informality.
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3. THE CULTURE OF INFORMALITY: GENERAL
CHARACTERISTICS, STRUCTURE, AND THE
POLITICS OF INFORMAL STREET VENDING
ORGANIZATIONS IN MEXICO

3.1 Introduction

This chapter aims to provide a general overview of informal street vending in Mexico to un-
derstand better the culture of informality. It illustrates and explains some of the standard
characteristics, structures, schemes, and political arrangements and interactions observed in
informal street vending during both the empirical stage and the historical study of this re-
search. This chapter and those that follow, will focus on informal street vending—the most
visible and widespread informal activity of all the various informal activities—to illustrate the

features and workings of the culture of informality in Mexico.

The chapter starts by mentioning some general characteristics of informal street vendor
groups and underlines the high degree of heterogeneity that exists among them. It also sig-
nals the general dynamics of these groups, among them the general structuring of the organi-
zations, the reasoning behind the formation of civil associations, and the sense of community

that is created among members of an organization.

The chapter then looks at the corporatization of informal street vendors, its origins and
development, its determinants, and its inherent evolution into clientelism. It briefly explains
why these schemes of corporatism and clientelism have prevailed until today, despite the demo-
cratic opening and change of political actors and parties in power, to the point that corporatist
and clientelistic practices are accepted as legitimate forms of interaction between state and
society—in this case between government and street vendor organizations—making them a
perfect example of the culture of informality, and an expression of the political culture that

exists in Mexico.
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The chapter analyzes the political arrangements and interactions of informal street vendor
organizations: First it discusses in detail the authoritarianism that exists within most orga-
nizations of street vendors; and then it examines the political interactions of these vendor
organizations in three ways: how government authorities and political parties control street
vendor leaders; how street vendor leaders and organizations can influence government author-

ities; and how members of street vendor organizations can control their leaders.

Two recent cases studied by the scholar Caroline Stamm are analyzed in detail, which
demonstrate certain new democratic practices that are taking place within commercial plazas
given to informal street vendor groups in Mexico City. She found that groups in charge of ad-
ministering some of these commercial plazas have got rid of abusive and authoritarian leaders
of organizations and are managing their commercial plazas and organizations using demo-
cratic practices such as creating general assemblies for decision-making, and selecting admin-
istrators in democratic elections. The analysis also illustrates the role that new political actors
play in these cases as a result of the new democratic framework that exists in Mexico and its

capital.

The chapter concludes with a short analysis of the role of women in the informal sector
in general, and in informal street vending in Mexico in particular. It explains why women
are generally over-represented in the street vending activity, what the historical factors were
that led many women to become street vendors in Mexico City, and why the most important
informal street vendor leaders in Mexico are women. This topic will be taken up again in
Chapter 6, which discusses the Asociacion Legitima Civica Comercial A.C. (ALcc) and its

leader, Alejandra Barrios.

3.2 General characteristics of street vendor groups and organizations

Street vending is the activity of selling in the public space through a fixed, semi-fixed, or mo-
bile stall, or as an itinerant vendor (without a stand)." Most of the legal vending activity that
happens in the public space (primarily on the street) takes place below the radar of government

(otherwise it would be subject to taxation and other regulations) and therefore is considered

"There are other types of vending schemes in the public space in Mexico, for example tianguistas (i.e. open air
markets, flea markets, or bazaars); mercados sobre ruedas (i.e. markets on wheels); commercial plazas and public
markets (i.e. established indoor markets). However, these types of schemes fall more into the formal category and
are usually more systematic and better established in the public (or private) space than street vendors. Therefore,
they will not be considered in full, only in their relation to street vending. Particular attention will be given to
commercial plazas and public markets, as they are highly related to informal street vending in Mexico.
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informal. Informal street vendors do not pay taxes and often evade regulation, but do not
receive any government benefits or protection. In Mexico City they are organized in street
vendor groups (De Soto, 1989; Castro Nieto, 1990; Stamm, 2007; Castillo-Berthier, 2010).
The larger and better organized groups—Ilocated in one street or in several streets—are gener-
ally constituted in street vendor organizations, which are officially recognized under the legal
figure (or legal status) of an ‘independent civil association’ (asociacion civil).* The status of
‘civil association’ gives street vendor organizations ‘legal personality’?; that is, legal recogni-

tion within the legal framework and the Mexican constitution, despite their informal nature.

The process for a group or organization of street vendors to become a civil association con-
sists of simple notary procedures. However, the importance for an informal organization or
group of informal street vendors of becoming a civil association lies not only in the official
and legal recognition of the association, but in the fact that they (street vendor organizations)
can legally claim rights*—such as the right to work—which allow them to continue perform-
ing their activities (e.g. justify their occupation of part of the public space to sell), resort to
legal instruments to defend their associations or members (e.g. use of amparo’ remedies or

actions), and in general benefit their associations using the legal system.

When street vendors have a stand, it is possible to identify to what organization they belong
from the color of their clothes—some organizations give their members waistcoats—or the
color of their stall’s tarp, which also helps to determine their territory (Stamm, 2007). In

some cases, the better organized and larger organizations also provide their members with

*According to the Mexican law—more specifically the Civil Code of the Federal District—a ‘Civil Associa-
tion’ (Asociacion Civil) is a private, non-profit organization with full legal status, integrated by natural persons
(individuals) to carry out cultural, educational, outreach, entertainment, or similar purposes with the objective of
fostering social activities among their affiliates and/or any third parties (CCDF, 2012). In Mexico, the asociacién
civil is foreseen and governed by the Civil Codes of the several states of Mexico. This is a company where two
or more persons come together permanently to perform a common, licit, possible goal of a preponderantly non-
economic nature, and without constituting commercial speculation. It is also known as a common goal company
(therefore, not a civil company). This sort of company can be identified by the letters ‘A. C.” used at the end of
the company’s name (Mexicolaw, 2012).

Legal personality is the characteristic of a non-living entity regarded by law to have the status of personhood
(Smith, 1928). An entity with legal personality may protect its shareholders or members from personal liability.
The concept of a legal person is now central to Western law in both common-law and civil-law countries, but it is
also found in virtually every legal system (Smith, 1928).

4When appealing for their rights, informal street vendor groups generally refer to Articles 4, 5, 6, and 123 of
the Mexican Constitution, which cover human rights and the right to work (Jiménez, 2012).

SAn amparo is a form of constitutional relief found in the legal systems of Mexico and other Latin American
countries. An amparo remedy or action is an effective and inexpensive instrument for the protection of an individ-
ual’s constitutional rights. Such remedies and actions serve a dual protective purpose: they protect the citizen and
his or her basic guarantees, and they protect the constitution itself by ensuring that its principles are not violated
by statutes or actions of the state that undermine the basic rights enshrined therein. It may therefore be invoked
by any person who believes that any of his or her rights implicitly or explicitly protected by the constitution (or
by applicable international treaties) are being violated (Gozon Jr. and Orosa, 2008).
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photo 1D credentials to identify themselves—to government agents and street vendor leaders

or representatives—as members of a particular organization.

These organizations, which have primarily been studied in the Historical Center and Tepito®
neighborhood of Mexico City, comprise anything from a dozen to several thousand members.
Consequently, street vendor organizations located in Mexico City’s center are very heteroge-
neous and differ in many ways, in addition to size.” Many organizations developed in the
mid-1990s, while others date back to the mid-1950s,® a period during which the city mayor,
Ernesto P. Uruchurtu, assigned special permits to street vendors whose organizations joined
the popular sector of the then ruling party (the pr1) (Cross, 1996). The organizations are hi-
erarchically structured, so the street vendor leader controls who enters the organization they
lead, the location of members along the street, the size of vendors’ stalls, the fees vendor

members have to pay, and in several cases the merchandise that they sell (Crossa, 2009).

Within the sales area of each street vending organization, members are provided with a sale
or vending space where they set up their stall.” Every member of the organization must pay a
daily, weekly, or monthly fee to the leader of the organization. Vendor organization leaders
transfer part of the monies to the government bodies (in exchange for permits when the option
exists) or officials (in exchange for corrupt toleration when the situations so requires), pay
some into the organization’s funds to pay its expenses, and in general keep some for themselves
(Sanchez, 2005; Monge, 2009; Castillo-Berthier, 2010). The fee varies depending on the size

of the vendor’s stand and its location on the street™: the larger the stand, or the better its

Tepito is a neighborhood located in Mexico City’s Cuauhtémoc Delegation. It houses a popular tianguis or
street market famous for selling thousands of items at very low prices. Much of the merchandise sold in Tepito is
illegal in one way or another. Tepito is also known for underground weapons and drugs traffic in high numbers.

7This heterogeneity can have a (spatial and) geographic logic: for example, the Tepito organizations have
fewer members than those in the Historical Center; as a result, the former are more numerous and dispersed
while the latter are less numerous and more concentrated. Therefore, it can be inferred that there is a mafia-
type concentration system of these organizations in the Historical Center—there are fewer organizations there,
with more members each, and they are geographically concentrated in one location—and a dispersion system
in Tepito—where there are more associations with fewer members each, and they are geographically dispersed
(Tomas, 2004).

8 As will be seen in the following chapters, most of these groups evolved from street vendor organizations to
market organizations, as they were allocated spaces in public markets or commercial plazas, but others, such as
the one led by Guillermina Rico, kept selling on the streets.

°In a large part of the Historical Center, the stands are mostly semi-fixed or movable and are positioned on
the public thoroughfare (sidewalks and streets). Stands are flexible and can be removed at night and reinstalled
the next day. In commercial plazas, vendors are given a fixed or permanent stall (made of cement or metal).

“Evidence also shows that fees may also vary depending on the type of product sold (or the volume of sales);
the more expensive the product sold (or the larger the volume of sales), the higher the fee paid to the organization
(Antunez, 2012).
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position, the higher the fee paid to the organization.' Sometimes extra fees are charged for
very specific purposes; for example, to hire the services of a lawyer, or to bribe a particular
government official, among other things. Although larger and better-managed organizations
have accumulated sufficient wealth to provide loans to vendor members, build schools for
the members’ children, and provide housing credits for its members, other organizations can

barely afford the necessary funds to function.

It is worth pointing out that some of the larger and better organized street vendor organi-
zations use their status as a ‘civil association’ not only to gain legal rights and recognition
but also to benefit economically (Osorio, 2007a, 2007b). In general, a civil association is con-
sidered a non-profit type of organization, but the leaders of organizations which are able to
accumulate certain levels of monetary wealth create ‘trust-funds’ (fideicomisos)™ in order to
evade the payment of taxes, to protect the organization’s assets, and obtain other economic
advantages. In situations like this, a trust-fund effectively functions as an informal bank or
informal credit institution, from which vendor leaders have readily available cash for multiple

purposes—some for the benefit of the association, some for the leaders’ personal benefit.

While some vendor organizations belong to national and international commercial net-
works, others depend on local or regional networks of exchange (Alarcon Gonzalez, 2002
Crossa, 2009). Besides the existing heterogeneity among vendor organizations, informal street
vending as an activity also varies considerably in type and size of stand, daily profits earned,
merchandise sold, the number of people working on each stand, their relationship to the
leader, supply and distribution processes, and geographical location within the city (Crossa,

2009).

Even though some street vendors are undoubtedly involved in unlawful activities, such as
selling stolen or contraband goods, or pirated music and movies (Crossa, 2009), the vast ma-

jority participate in lawful and permitted forms of distribution and exchange. By providing

"Some sources claim vendors are charged at least 50 pesos a day (Sanchez, 2005; Osorio, 2007a). Fees charged
to street vendors will be discussed in Chapter 6.

A “trust fund’ (fideicomiso) is a financial tool through which financial assets are managed for the benefit of
a natural person or a legal entity. The initial assets are provided by a settlor or trustor (in this case, the vendor
organization), who assigns his or her property—money or rights—to the trustee (by law, in Mexico it must be a
bank) for management and administration. The settlor (or the beneficiaries designated by him or her, in this case
the vendor members and the organization itself) receives a payment from the fund in accordance with the terms
of the agreement reached between both parties. The trust funds are often used when a settlor is unable to manage
her or his property. They are also widely used to avoid paying certain taxes. According to the tax code of the
Mexican federation, only individuals and corporations are required to contribute to the tax system (to pay taxes).
A trust fund has no legal personality and therefore cannot be considered either a legal entity or a natural person
(individual). For this reason, trust funds are not subject to taxes. It is also worth noticing that the assets of a trust
fund cannot be legally pursued by creditors of the settlor or the trustee.
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low-priced and therefore accessible goods and products to the urban population—primarily
the poorer sectors of the population—many street vendors carry out an important socio-

economic function (Bhowmik, 2007; Crossa, 2009; Barrios, 2010; Neuwirth, 2012).

The street is the place that provides people who work as street vendors with an honest and
decent means of earning a living, and concurrently one where they build and strengthen their
ties with colleagues, friends, and family members. Several street vendors have taken part in
this form of economic activity since they were children, aiding their street vendor parents,
or working for a relative or a friend (Barrios, 2010). Those who were comparatively new to
street vending were assisted by existing ties to family or social networks set in street vending
activities. Thus for the majority of street vendors the street is both an extension of their home,

of their social circle, and a place of work (Crossa, 2009).

In practice—and when tolerated—the public authorities make an agreement with street
vending organizations to delineate a defined area of sales (Azuela, 1990), which can be dis-
puted immediately by another group of street vendors. Antonio Azuela (1990), John Cross
(1998), and Chapter 5 of this thesis describe how street occupations by street vendor groups
are common and a cause for conflict. There are frequent stories of this sort of dispute in
national or local newspapers, or on Tv. This recurring problem decreased when government
authorities started to grant commercial plazas or commercial corridors™ to street vending
organizations, so they could relocate their members there. Eventually, all the larger and more
important informal vendor organizations had at least one commercial plaza under their con-
trol (Barrios, 2010), but that did not stop large informal vendor organizations from allocating

street vendors—especially new members—to the streets.

While the vast majority of street vendors belong to an organization or association, this fact
is not merely the result of grassroots organization—which allows the internal regulation of
their activities and group representation before other actors. It is, above all and fundamen-
tally, the direct result of the shaping of the Mexican corporatist system and administrative
procedures™ whose combination required that individuals belonged to a recognized organi-

zation to be allowed to sell on the street (Cross, 1998; Stamm, 2007). Therefore, the history of

Commercial plazas and commercial corridors are a type of indoor markets built by city authorities in the
early 1990s to relocate informal street vendors. The main differences with the traditional indoor public markets
of the 1950s and 1960s are: First, the financing of the construction and maintenance of the commercial plazas
and corridors was responsibility of the vendor organizations and not of the government as it was in the past.
Second, in the commercial plazas the individual vendor members were the rightful owners of their stalls and not
the government, as it was in the past in the traditional indoor public markets.

'4The market regulation of 1951 recognized street vendors associations. Street vendors were required by law to
form associations in order to be recognized, to be able to sell on the street, and to able to deal with the government.
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street vending organizations in Mexico is highly politicized and closely related to the corpo-
ratization of the Mexican state after the Mexican Revolution. The next section analyzes the

corporatist inheritance of the Mexican state relating to informal street vending organizations.

3.3 The corporatization of informal street vending in Mexico

In the late 1930s and early 1940s, the then official party, the Party of the Mexican Revolu-
tion (Partido de la Revolucién Mexicana, PRM)—which eventually evolved into the pr1*5—TIaid
down a project of national unity (Castro Nieto, 1990; Garrido, 2005). One of its objectives
was to organize and control Mexican society by creating distinct organizations and groups,
and then integrating them within the official party structure. Lazaro Cardenas, president of
Mexico from 1934 to 1940, structured the PRM-PRI in sectors: the workers’ sector, material-
ized in the Confederation of Mexican Workers (Confederacién de Trabajadores Mexicanos,
ct™) founded in 1936; the agrarian sector, materialized in the National Peasant Confederation
(Confederacion Nacional Campesina, cNc) founded in 1938; the military sector—included as
a sector of the party in 1938, diluted of its authority in 1940, and finally abolished in 1946, but
whose members where later integrated into the popular sector; and the popular sector, ma-
terialized in the National Confederation of Popular Organizations (Confederacion Nacional
de Organizaciones Populares, cNopr) founded in 1943 (Garrido, 2005). The street vendor or-
ganizations joined the last one, the cNop, together with other groups: professionals, youth

organizations, women’s groups, and so on (Castro Nieto, 1990; Stamm, 2007).

The formation of these sector groups and their integration into the official party legitimized

the existing street vendor organizations™ and allowed new ones to be created, transforming

Between 1934 and 1940, an intense struggle for political control developed between the ex-president Plutarco
Elias Calles and the new president, Lazaro Cardenas. At the time, Calles represented the conservative elements
of the revolutionary coalition, while Cardenas drew his support from the more radical political elements. To
strengthen his hand against Calles, Cardenas reunited the labor and peasant organizations that Calles had earlier
fragmented and formed two national federations, the National Peasant Confederation (Confederacién Nacional
Campesina, cNc) and the Confederation of Mexican Workers (Confederacion de Trabajadores Mexicanos, cT™).
Using these organizations as the bases of his support, Cardenas then reorganized the National Revolutionary Party
(Partido Nacional Revolucionario, PNR) in 1938, renaming it the Party of the Mexican Revolution (Partido de la
Revoluciéon Mexicana, PRM), incorporating the ct™ and the cNc and giving the PRM an organization by sectors:
agrarian, labor, popular, and military. The creation of these groups and their integration into the party marked
the legitimization of the existing interest group organizations and the transformation of the political system from
an elite system to a mass-based system. In early 1940 the authority of the military sector was diluted, and in 1946
President Manuel Avila Camacho dissolved the military sector, shifted its members into the popular sector, and
renamed the party the Institutional Revolutionary Party (Partido Revolucionario Institucional, Pri).

“The roots of these organizations are found at the end of the r9th century in the conflict over public spaces
and informal associative practices developed by street vendors under the regime of Porfirio Diaz (Stamm, 2007).
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the Mexican political system into one supported by the masses. In this way, individuals were
incorporated into the PRM-pRr1 through their adherence to a union or a member organization
affiliated to a specific sector of the party, according to their status and activity, even if some of

these organizations—or the activities that they performed—were, for the most part, informal.

Chapter v1 of the 1951 market regulation allowed street vendors in Mexico City to form
associations to represent their interests (Diario Oficial, 1951), but only those of more than
100 members were recognized by the government and they were required to join the PRI and
to support the political actions of the party. In return, Ernesto P. Uruchurtu, the mayor of
Mexico City from 1952 to 1966, guaranteed the construction of markets and authorized street
vendors to sell on the streets while the markets were being built. This period was character-
ized by a true politicization of street vendors (Cross, 1998), as well as the generalization and
acceptance of corporatism as a form of relationship between the street vendors (through their

organizations) and the government (through the ruling party) (Stamm, 2007).

Thus, two fundamental characteristics of corporatism were present in the functioning of
street vendor organizations: the ‘forced mediation’, in which individual vendors are obliged
to go through an organization to obtain a selling permit to sell goods on the street, giving
organization leaders considerable power; and the ‘compulsory affiliation’ of organizations to
the ruling party in order to obtain permits for their members (Azuela, 1990; Stamm, 2007).

These factors started to shape the corporatization of street vending that developed in Mexico.

It was a win-win arrangement for all the groups involved: street vendor organizations and
their members provided votes, support, and important mobilization potential for the ruling
party; and vendor leaders had access to important government authorities and prominent
leaders within the party, who could become their political patrons. In this way, the political
machinery of the Pri tried to co-opt street vendors—while giving them the opportunity to
neutralize attempts to control them by the authorities—in particular through the growing

power of the leaders of street vendor organizations (Stamm, 2007).

Uruchurtu’s policies had an impact on the configuration and future strengthening of the
street vendor organizations. He implemented policies to achieve two simultaneous objec-
tives: first, to remove street vendors off the street—and therefore effectively eliminating street
vending—and relocating them in public markets; and second, to create and organize a clien-
telistic group of market vendors to advance his political career (Cross, 1998). To accom-
plish these objectives, Uruchurtu undertook a large-scale program of market construction

into which he would relocate street vendors, while at the same time carrying out the most
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severe repression of this group in Mexico City’s history. Eventually, the demands of these two
policies—basically the high costs of building public markets and the severe repression against
street vendors (among other marginal groups)—contributed to the collapse of Uruchurtu’s

political career (Cross, 1998).

The most relevant bequest of the Uruchurtu administration was the way he shaped relations
between the street vendors and the city government, which later gave street vendors a stronger
position (Cross, 1998). The street vendors that did not obtain a space on the newly built
markets and that survived the harsh repression came back strengthened: those who could
survive Uruchurtu’s regime could endure any kind of suppressive regime. These groups of
non-favoured street vendors were the origin of the largest, better organized, and most pow-
erful organizations that exist in Mexico City today. As many of the survivors of this period
were women—several of whom were not granted or were unable to get a vending space in the
markets—many of the leaders who emerged from these groups were also female. They even-
tually formed their own organizations and led them in the years to come. Examples of these

leaders are Guillermina Rico and Benita Chavarria (Monge, 1990c)."”

Not long after Uruchurtu resigned as mayor of Mexico City in 1966, the market construc-
tion program was discontinued in favor of new programs (such as the construction of the
Metro™). However, government officials and city authorities continued to require vendor
groups to be organized into associations that had to demonstrate their allegiance to the PRI—
usually by finding a political patron—if they were to be allowed to sell their goods on the
streets. Government officials concealed the fact that they were allowing street vending to re-
emerge by suggesting that street vendors were being tolerated only until markets were built
(Cross, 1998), but the government lost control of the situation, leading to a significant increase

in the number and size of street vendor groups.

The government officials and city authorities that succeeded Uruchurtu never intended to
allow the dramatic growth of street vending that occurred in the following decades. On the
contrary, they wanted to stem the growth of street vendors, which had become politically un-
sustainable for the prI and economically unsustainable for the government. Politically unsus-
tainable because different political actors and interests (inside and outside the PrI) demanded
the eradication of informal street vendors whose activity was seen by many as a threat to

their interests (e.g. public market vendors or formally established merchants); and economi-

7 Alejandra Barrios—the other historic street vendor leader—Tlived through this time but formed her associa-
tion some years later, at the end of the 1970s.

“The Collective Transport System (Sistema de Transporte Colectivo) is Mexico City’s underground service,
commonly known as the Metro.
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cally unsustainable because in order to cope with the problem, the government had to spend
considerable amounts of money (e.g. the construction of markets). Nevertheless, the poli-
cies implemented by Uruchurtu had significantly politicized street vending by utilizing the
market construction program as an inducement for street vendors to organize inside the PRri,
and as a recompense for loyalty towards Uruchurtu’s political goals (Cross, 1998). In order
to take advantage of the political benefits of organizing street vendors in the same manner
that Uruchurtu had organized market vendors™, new government authorities made the criti-
cal error of following his policies, but without understanding the thinking behind them, thus

fostering the formation of more street vending organizations (Cross, 1998).

Moreover, by requiring street vendors to form associations, the government authorities
gave the associations—and particularly their leaders—definitive power over individual ven-
dors, permitting these leaders to use their vendor members as they wished to defend their
interests—increasing their space on the street, increasing their membership, and ultimately
increasing the phenomenon of street vending to a level without precedent in Mexico’s history

(Cross, 1998).

3.3.1 Corporatism and clientelism

In Mexico, the corporatist system comes together with clientelism. Scholar Viviane Brachet-

Marquez (1992:94) characterized clientelism in the following way:

Clientelism refers to the structuring of political power through networks of in-
formal dyadic relations that link individuals of unequal power in relationships of
exchange. In clientelistic structures of authority, power is vested in the top indi-
vidual (the boss, sovereign, or head of clan) who personally decides how to dis-
tribute resources according to personal preferences. When applied to Mexico,
this perspective represents the state as a top-down pyramid headed by the chief
of the executive branch, who directly or indirectly dispenses favors to those below
through complex patron-client networks that link the base of the social structure
to the top. Civil society, in contrast, is perceived as a fragmented set of vertical
relationships inhibiting the formation of horizontal interest groupings, whether

based on party or social class. This form of political organization, which was

“Former street vendors that entered the market construction program implemented by Uruchurtu and became
his political clientele.
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initially understood as a typical trait of premodern oligarchic societies, was fi-
nally recognized as a more or less permanent feature of Latin American political

systems.

Moreover, it is common that within the street vendor organizations a leader emerges and is
able to create personal relationships with the authorities.*® Castro Nieto (1990) proposed a
typology of such leaders: the independent leader, the traditional leader, and the modern leader.
Independent leaders are not affiliated to the official or ruling party or the government; they
obtain selling permits through official and legitimate channels. Traditional leaders rely on
their local origin and friendship and kinship (compadrazgo) relationships to reach their goals.
Finally, modern leaders have a defined status within the community and propose economic
benefits, such as the creation of cajas de aborro (popular savings banks) (Castro Nieto, 1990).
Some leaders combine characteristics of the different typologies, given the heterogeneity of

the leaders and organizations that exists.

In all three cases, the leader constitutes a political intermediary or ‘middleman’ (Lomnitz,
1978; Cornelius, 1986; Castro Nieto, 1990, Stamm, 2007). This clientelistic behavior is re-
lated to the hierarchy of the traditional Mexican political system, which consisted of a certain
number of camarillas (cliques of officials) competing for the distribution of government posts.
This in turn depended in part on their ability to distribute resources to popular organizations.
However, as John Cross accurately points out, writing about the competition between street
vendors’ leaders for selling spaces and for a larger membership, “vendor leaders cannot reduce

their own interests to those of their political patrons” (Cross, 1998:80).

Clientelistic practices are so deeply rooted among street vendors that in some cases they
have ended up assuming that the dependence on their organization’s leader, the permanent
negotiation, and the non-compliance of laws and regulations are legitimate forms of inter-
mediation between state and society (Grisales Ramirez, 2003). This is culture of informality
at its best, or better said, the consolidation of the culture of informality. Nevertheless, if the
power of vendor leaders is too strong, to the point where they use violence to enforce their
authority, and the functioning of the organization is non-democratic and abusive, that power

has to be reduced as vendor members might rebel or leave the organization (Stamm, 2007).

Therefore, the ability of the state to control street vending has been determined by corpo-
ratist and clientelistic political relations between street vendors, represented by a leader, and

the state, represented by government officials and ruling party authorities (Cross, 1998). It is

**Examples are Guillermina Rico and Alejandra Barrios, both historic leaders of large and powerful street
vendor associations. The vendor association of the latter is analyzed in Chapter 6 of this thesis.
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important to underline that the power of street vendor associations in Mexico City, predomi-
nantly in the Historical Center, seems to be a particularity of Mexico City until the years 1980—
1990 (Stamm, 2007). If compared with other studies made of street vending in other Mexican
cities (Ramirez Saiz and Mora, 1998) and other cities in Latin America (Roever, 2005), street
vendor organizations in Mexico City were particularly important numerically, strong polit-
ically and economically, and had a significant power relationship with the government and

authorities (Stamm, 2007).

3.4 The political arrangements and interactions of street vending organizations

3.4.1 The emergence of authoritarianism in street vending organizations

Street vending was often seen as a refuge occupation for ‘marginal’ populations who were ex-
cluded from more lucrative employment. Street vendors’ collective experience of seeing their
occupation and source of revenues threatened, and the subsequent mobilization to save them,
generates a high level of solidarity during the initial phases of organizational development
of street vendor groups. However, once recognition is secured—from the authorities and the
street vendors themselves—and the organization begins to become ‘institutionalized’, solidar-
ity is rapidly replaced by authority (Cross, 1998).*" Authoritarian traces within street vendor
organizations are often found in the assignation of stalls or space on the street, in the pun-
ishment of members who do not participate in political rallies and protests—Dby suspending
their selling rights for some time—and in the collection of fees or charges, which are often

high, just to name a few.

Often even the most loyal members of street vendor organizations become disenchanted
with the organization when the level of authority of the leader goes beyond limits. Members
of powerful organizations with strong leaders tend to feel that they have lost control of the
organization, that they have just become ‘tenants’ or ‘lessees’, forced to pay fees and attend
political rallies and protests when ordered by the leader, but without any control over ‘their’

association (Cross, 1998).

*'Thus, under authoritarian leadership, all decision-making powers are centralized in the leader, as in a dic-
tatorship or autocracy. Often, leaders do not consider any suggestions or initiatives made by subordinates. An
authoritarian management is frequently successful because it provides strong motivation to the leader. It permits
quick decision-making, as only one person decides on behalf of the whole group and these leaders keep each
decision to themselves until they feel it needs to be shared with the rest of the group.
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This type of ‘street vending authoritarianism’ is a reflection of Mexico’s corporatist past
and, ultimately, of Mexico’s authoritative political system; although things started to change
in the 1990s when the government of Mexico City gradually became more democratic. While,
historically, government and party officials had insisted that street vendors should form asso-
ciations in order to negotiate with them, the system of patronage to which street vendors had
to submit themselves in order to negotiate with the government strengthened the position and

role of the associations’ leaders in relation to their members, as mentioned above.

Thus, there are several reasons for the emergence of and increasing authoritarianism within
street vending organizations, mainly relating to the preeminence of the association’s leader
over members. First, in general, only the leader of the association gets to meet with govern-
ment officials and political patrons on a regular basis. Government officials usually insist
on this as they disapprove of and dislike large crowds and public meetings. The street vendor
leader thus operates as the liaison between the street vendors in the organization, government
officials, and political patrons. As the head of a street vendor association, leaders have the au-
thority and power to distribute the stalls the city government allows them to set up among their
numerous members. They are also required to persuade members to attend political rallies
in support of political patrons, government officials, or key associates. Street vendor leaders,
and not the individual members of the organization, are ultimately the people with access to
political patrons and government officials, and these vendor leaders become the sponsors or

benefactors for the members of their association (Cross, 1998; Barrios, 2010).

Some leaders disagree with this type of modus operandi, but although they may not be
authoritarian, they clearly become or establish themselves as the principal of the group, and
even those leaders who do not impose authoritarian control end up assuming more and more
features and behaviors of ‘authoritarian leaders’. For example, they may not charge their
members fees, but they take the best positioned stalls in the area assigned to their group (Cross,
1998).

The second reason for the rise and strengthening of authoritarianism in street vending or-
ganizations is that government policies as well as government officials and authorities tend
to favor well-established and organized leaders over dissident groups or individuals within
the same association, which strengthens the authoritarian role of leaders within them. Thus,
when a conflict emerges within a street vendor association, the initial inclination of govern-
ment officials and authorities is to support the time-honored, established leader. Thus, a rebel
street vendor or dissenting group is at an enormous disadvantage if they try to overcome the

leader of the organization they belong to. Not only are they opposed by the leader they are
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challenging, but they also receive no cooperation, if not straight opposition, from government
officials and authorities. The same holds true for the political patrons, who are inclined to sup-

port the officially recognized leaders of street vending organizations (Cross, 1998).**

A third reason that reinforces authoritarianism in street vendor organizations is the fact that
these organizations’ leaders can extract considerable monetary benefits from their leadership.
The fees that street vendors pay to their associations are supposed to go towards administra-
tive costs—such as office costs—or those that benefit all the members of the association—such
as legal consultancy or lawyer services,>? but these fees can also provide a generous source of
income for the leaders themselves. Several associations charge entrance fees to new members,
which may add up to several hundreds of dollars a month or even a day, as Chapter 6 will
show. In addition, leaders may diversify their activities in ways that also produce revenue. For
example, they can function as suppliers or wholesalers of products to their own members,
or control truck services for transportation where there are mobile markets (mercados sobre
ruedas). Some leaders also control informal credit facilities within the association, such as
rotating credit schemes (tanda) or informal saving accounts. While not all the street vendor
leaders take unfair advantage of these additional benefits of leadership, some have become ex-
tremely rich during the years they have operated as street vendor leaders (Cross, 1998; Barrios,

2010; Castillo-Berthier, 2010).

A fourth and final reason for the authoritarianism within street vendor organizations orig-
inates from the natural need of street vendors to have leaders to organize and defend them.
In a milieu in which street vendors must be efficiently assembled and ready for action to pro-
tect their interests and areas against government intrusion or invasion of other street vendors’
groups, and to provide political or economic support to their political patrons, the most suc-
cessful street vendor associations are those where the leaders have more ability to persuade
or coerce members to cooperate politically and economically (Cross, 1998; Castillo-Berthier,

2010).

Sometimes cycles of conflict may lead to more authoritarian measures by street vendor

group leaders in order to obtain indispensable resources to protect the members’ interests

**This is also related to leadership recognition; street vendor leaders are eager to have their leadership rec-
ognized when they first deal with a new authority (Barrios, 2010). Once an authority recognizes a particular
street vendor leader as the interlocutor or representative of an association, it is very hard to listen to a different
one from the same association. This helps to perpetuate leaders recognized by those in authority as heads of an
organization, and thus encourages street vendor authoritarianism.

*As we will see in the case study of the aALcc (Chapter 6), some street vendor associations have elaborate
management and detailed organizational schemes; they have offices with computer facilities, and can provide
members with identity cards and benefits such as credit services, a social center, and even a child care center.
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or further expand their areas. As John Cross (1998) noted, this suggests that the pressure ex-
erted by government officials and authorities results in unorganized street vendors getting or-
ganized (and forming associations), and organized street vendor associations becoming more
authoritarian (Cross, 1998). Cycles of conflict may also encourage leaders of associations to
abuse their position. For example, the leader might request street vendors for an emergency
fee to cope with a threat or an unexpected situation (e.g. to pay for a bribe) when in reality the
threat could be exaggerated or the bribe smaller than what the leader asked for. The money
collected invariably ends up in the leader’s pocket (Cross, 1998; Sanchez, 2005). For all these

reasons the democratization of street vendor associations can be extremely difficult.*4

3.42 How government authorities and political parties control street vendor leaders

There are three main methods used by government authorities and political parties to control
street vendor leaders. The first is threatening street vendor leaders to revoke their positions of
leadership within their organization. Legally, this is against the law as several street vendor
associations are registered as ‘independent civil associations’ (asociacion civil), which gives
them ‘legal personality’®S that protects them against such government interventions (Cross,
1998). In other words, the status of being a civil association gives street vendor organizations
legal recognition within the legal framework and the Mexican constitution—despite the in-

formal nature of their activity—which grants them autonomy to choose their leaders.>® This

*Later in this chapter (Section 3.5) I discuss certain democratic practices —identified by Caroline Stamm
(2007)—that gradually have been taking place within the vendor organizations of some commercial plazas in
Mexico City. It is worth pointing out that vendor organizations located on the street and vendor organizations
located in commercial plazas have different legal, spatial, locational and ownership contexts. However, despite
the difference in contexts, the processes of liberation of the commercial plazas’ members from their leaders has
directly influenced the vendor organizations located on the street, according to Stamm (2007).

*Legal personality is the characteristic of a non-living entity regarded by law to have the status of personhood
(Smith, 1928). A legal person (Latin: persona ficta) has a legal name and rights, protections, privileges, respon-
sibilities, and liabilities guaranteed by law, just as natural persons (humans) do. The concept of a legal person is
a fundamental legal fiction. It is pertinent to the philosophy of law, as it is essential to laws affecting a corpora-
tion (corporation law) (the law of business associations). Legal personality allows one or more natural persons
to act as a single entity (a composite person) for legal purposes. In many jurisdictions, legal personality allows a
composite to be considered under law separately from its individual members or shareholders. They may sue and
be sued, enter contracts, incur debt, and own property. Entities with legal personality may also be subjected to
certain legal obligations, such as the payment of taxes (However, street vendor organizations evade them with the
formation of trust funds). An entity with legal personality may protect its shareholders or members from personal
liability. The concept of a legal person is now central to Western law in both common-law and civil-law countries,
but it is also found in virtually every legal system (Smith, 1928).

*Civil Associations are groups formed by private individuals and are governed by its statutes. Neither the
government nor the authorities have the power to decide who makes up or who leads the civil association, since
the association’s statutes establish the rules and regulations to be followed for the life of the association.
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type of ‘legal shield” works for the benefit of the leaders in some other ways. For example,
there have been many complaints from street vendor members to government authorities re-
porting abuse by their leaders, but government authorities almost always reply that they are
not able to interfere, without authorization, in the associations, although they may agree that

the complaints are valid (Cross, 1998).

Nevertheless, in practice there are some ways in which government authorities and party
officials can intervene effectively when it serves their purposes of control or for another reason.
The second method by which government authorities control street vendor leaders is to bring
criminal charges against the leader in question. This strategy has been used against several
leaders, including Alejandra Barrios, as we will see in Chapter 5. However, this method tends
not to be very effective in the long run and achieves little more than inconsequential hounding
when the leaders who are being pursued have good connections or funds to pay for high-quality

legal services (Cross, 1998; Barrios, 2010).

The third method of control by government authorities and party officials consists of sup-
porting a revolt from within the association itself. They shut off access to the leader and pro-
vide support and access to one of the association’s subordinates instead, much in the same
fashion as Michael Coppedge (1993) described in his paper “Parties and Society in Mexico
and Venezuela: Why competition matters”. This behavior has also been well documented by

John Cross in his book (1998) on informal politics.

While the government and political parties used these methods to undermine the authority
and leadership of politically non-collaborative leaders, there is no clear evidence that shows
that they have used these types of procedures to penalize or control the leaders for expanding
their areas of action or activity (Cross, 1998). That is, they have not used these methods for
the sole purpose of enforcing the law. Thus, even when the government or political parties
have disciplined street vendor leaders for their political inaction or lack of support, this has
not prevented street vending from expanding, not even at the moment of admonition. There-
fore, this sort of control has been used by government authorities or political parties only for

political rather than effective governance or policy-making reasons (Cross, 1998).

3.4.3 How street vendor leaders and organizations can influence government authorities

In general, street vendor organizations are at a disadvantage when dealing with government

authorities, but there are some tactics street vendor leaders can use to influence them. The
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first is through corruption, by bribing individual government officials; once officials have ac-
cepted a bribe or unlawful favor from a street vendor leader it weakens their ability to enforce
the laws effectively, especially when they are required to take measures against street vendor
organizations. As both parties are bound by an act of corruption, street vendor leaders can
always use that fact to oblige the official to act in their favor, threatening that they may report
the official to authorities higher in the hierarchy. In practice this rarely happens; if a govern-
ment official and street vendor leader engage in a corruption scheme, both parties are likely
to respect their agreement until the official finishes her or his term of service or is substituted
by a new official. Moreover, when a situation of conflict arises between government officials
and street vendor leaders, government authorities almost always side with their officials, no
matter the charges against them (Cross, 1998). This is therefore more a tactic street vendors
use to put pressure on officials or authorities to favor them than a tactic to remove particular
officials from their post. The latter might only occur if there is irrefutable evidence that offi-
cials have accepted bribes or been involved in corrupt practices, to the point that government

authorities can no longer support or defend the officials in question.

Another tactic street vendor leaders or organizations use to influence government officials
or authorities relates to the authoritarian model of street vendor organizations, the lack of
continuity of government officials, and decentralization problems of government authorities.
While street vendor organizations are ‘democratic’ in theory, in practice most street vendor
leaders can retain their position almost permanently. This continuity of power gives them
the advantage of having more practical knowledge and stronger organizational capabilities
than many (sometimes new) government officials. Therefore, in any conflict between govern-
ment officials and street vendor organizations, street vendor leaders can adopt a long-term
perspective, postponing changes, negotiations, or decision-making as much as possible until
government officials change, or the political climate becomes more favorable to them. Street
vendor organizations may also choose to be compliant with certain government officials in the
hope of gaining their favors, both immediately and/or when they move on to other positions

of greater importance (Cross, 1998).

Concurrently, although street vendors are divided into many different rival organizations,
the latent competition among them actually makes them stronger in relation to the govern-
ment. For example, a particular street vendor leader could pretend to support certain gov-
ernmental plans to relocate street vendors or to restrict their growth, while simultaneously
refusing to cooperate until all the other street vendor leaders had also agreed with the govern-

ment’s proposals. Otherwise, the leaders could rightfully argue that the other street vendor
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organizations would simply take over the territory they had left vacant (Cross, 1998). This

tactic would work to their advantage in the long run as a ‘postponement technique’.

3.44 How members of a street vendor association can control their leaders

Despite the prevailing authoritarian system and lack of democratic processes in most street
vendor associations, street vendor members are not entirely powerless or completely at the

mercy of their associations’ leaders (Cross, 1998).>7

Street vendor organization members have two tools they can use against any of their lead-
ers who take advantage of their power and/or fail to protect their members’ interest. First, as
mentioned earlier, they can dissent and rise up against their leaders, but this course of action
involves great risks. Street vendor leaders whose power is threatened by an internal rebellion
might use violence to preserve their position and expel the dissidents, and the leader’s compre-
hensive network of connections, intercessors, and political patrons can usually provide them
with greater political leverage than that of dissidents. For dissident members to be success-
ful when undertaking this course of action, they need to find their own political patrons and
sponsors, as well as a reasonable number of members who support their cause, and have the
persistence to oblige the government to take notice and listen to them (Cross, 1998; Antunez,

20712).

The second and most important tool street vendor members can use against their organi-
zation’s leader is simply to quit or walk away from the street vendor association if the leader
makes excessive demands in fees and political activism, or is unsuccessful in protecting ma-
jor street vending commercial areas used by the organization. This course of action is not
necessarily political. As Cross points out, “it is the product of the leader’s function as eco-
nomic as well as political entrepreneurs” (Cross, 1998:156). In other words, if street vendors
can no longer make a profit by selling on the streets because the association’s fees are very
high, political demands are too severe, or the vendor leader accepts the authorities’ request
to relocate despite members’ opposition, then street vendor members can choose to abandon
the organization purely because of the adverse economic circumstances (Cross, 1998; Barrios,

2010; Antunez, 2012).

*7If the authority of street vendor leaders was all powerful, they could manipulate their members in ways to
suit their interests better, but as the authority of the leader over vendor members is limited, the leaders are obliged
to maximize their profits by expanding their membership rather than fully exploiting it (Cross, 1998).
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As we will see in Chapter 6, there is almost no reliable data (or none was made available
to me when I requested it from vendor associations) on street vendor turnover—the length of
time street vendors stay in a street vendor association—in vendor associations (or markets)
because the notion of membership of a street vendor organization is not clearly defined, or be-
cause street vendor leaders of the largest and most powerful associations deny having updated
membership lists. However, the leaders of street vendor associations accept that their mem-
bers are first and foremost individuals trying to earn a decent living (Barrios, 2010). Vendor
members are not trying to make political statements and their loyalty to the leader is based
exclusively on the provision of profitable commercial space for street vending. Street vendor
organization members become political entities only when they are required by their leaders
to show support for a particular person (candidate, politician or official), but they are not
forced to vote for them (Cross, 1998). The political support is limited only to attending po-
litical rallies or protests and does not include vote coercion (Barrios, 2010).>® This explains
why although street vendor leaders are authoritarian, they cannot force their members to sur-
render wholly to government officials; a leader who gives up a major selling area or agrees to
limit the expansion of the membership or the proceeds of the organization’s members will
not be deposed; the members of an association with such a leader will simply leave it (Cross,

1998; Antunez, 2012).

In contrast with workers in a factory or large formal business where a single organization—
union, confederation or league—represents all workers, street vendors can change their ‘repre-
sentative’ by relocating their stall from the street vending area of one leader to that of another
(Cross, 1998). The condition of informality and the large number of informal groups give
street vendors the flexibility to move from one organization to another more easily than work-
ers in a factory or business can move from one union to another. This is the main difference
between a worker’s union and an informal street vendor organization in terms of affiliation
and representation. As a result, as we will see later, in order to retain their positions, leaders
of street vendor organizations must ensure that the benefits and costs of membership of the

organization are competitive (Cross, 1998; Barrios, 2010).

Leaving an association and moving to a new one comes at a high price. If street vendors
move from their customary space in an association into a different space provided by a new
association, most forfeit the clientele they have built up in the past, and may have to pay an

additional sum of money to have the right to a new space (Cross, 1998; Antunez, 2012). Thus

*¥Political patrons may ask the vendor organizations for monetary contributions as well, which may be included
in the fee paid by the vendor members to the street vendor leader (Sanchez, 2005).
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if street vendors want to move from one association to another they have to cope with the
loss of their previous clientele and the possible obligation to pay a large sum of money to a
new association for a new place to sell their goods. Both these factors are strong economic
disincentives for street vendors to move between associations.*® Thus, economic incentives
and not political motivations are the decisive driving force for street vendor members, just as

they are for street vendor leaders.

3.5 The commercial plazas as new spaces for democratic practices

In a recent study, researcher Caroline Stamm (2007) points out a phenomenon that gradually
has started to happen in Mexico City, which has arisen since the democratic transition in 1997
and the emergence of political actors other than the pr1. While it is still very limited and slow,
it demonstrates that vendor organizations of commercial plazas in Mexico City are becoming

more democratic.

Stamm (2007) comments that the outcome of the plaza construction program—following
its implementation during 1993 and 1994 in Mexico City—has been mixed, and the program
was not necessarily a failure as initially thought.3® The vending activity in commercial plazas
represents a separate legal, spatial, locational and ownership arrangement, different from the
street vending activity. Vendor organizations did not disappear with the move from the streets
to commercial plazas in 1993, and most organizations whose members moved into commercial
plazas were almost the same as those who previously were on the streets, maintaining their
structure and continuing their practices inside the commercial plazas. However, there was a
key difference in the dynamics of these organizations: while on the street, the ‘authorized’
owner of the stall or space was the association (and therefore the association’s leader); within

the commercial plazas, the vendor members were the rightful owners of their own stall—under

*Interestingly, these are similar to the reasons why street vendor leaders refuse to accept relocations to new
settings offered or forced on them by government authorities. Relocations would obliterate the street vendor mem-
bers’ clientele base and thus reduce the costs of leaving for vendor members who want to change associations—
since they do not have the economic incentive to stay in an association, they may as well abandon it—making it
easier for them to leave a particular street vendor association. Thus, relocations weaken both associations and
their leaders, which is why street vendor leaders oppose moves to new settings so tenaciously. What is more, as
Cross (1998) points out, while there have been cases where individuals pay thousands of dollars for well-located
stalls, street vendors can get a stall free of charge if they join a street invasion, whether in progress or planned.
Thus, in practice, there is a great deal of heterogeneity on this issue of relocation (as well as different factors to
consider when a vendor decides to change associations).

**The ‘Plaza Construction Program’—also known as the ‘Program for the Improvement of Street Vending’—
implemented by the city government of Manuel Camacho Solis will be described and analyzed in detail in Chapter
4 of this thesis.
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the so-called ‘stalls in condominium’ model.3" This situation may have weakened the position

of power of those former street vendor leaders now turned commercial plaza vendor leaders.

As it will be seen in Chapter 4, some of those commercial plazas did not have the expected
results and were considered a commercial failure, which meant the return to the streets of those
associations initially relocated in them, and therefore the return to the scheme of ‘association
ownership’ of the stalls and spaces and to the dependence of a leader with more absolute
powers over their members. When in 1994 many vendors left the commercial plazas to return
to the streets, they did so with the support of their leaders. For the latter, this move represented
a strengthening of their power in relation to both vendor members (a return to the ‘association
ownership’ scheme) and the government (more bargaining power by having vendors back on

the streets).3*

On the other hand, those organizations that remained in the commercial plazas and man-
aged to overcome the initial shock of relocation were benefited not only with the scheme of
‘member ownership’ of their stalls that prevailed in the commercial plazas, but also with a
leader whose power was far more limited than before and whose functions became almost
exclusively administrative. Over time, if the leader was not a good administrator, then the
association would have no choice but to replace the leader or find more efficient forms of

administration. This is what happened in the cases found by Stamm (2007) presented below.

The victory of Cuauhtémoc Cardenas—pRD opposition candidate to the headship of Mex-
ico City—in 1997 was a further sign of the move, already in motion, towards a multi-party
system, with the appearance of new political actors. Until then, most vendor organizations
had been affiliated with the pri. However, the PrRD’s influence started to increase and new
groups of PRD sympathizers were formed, characterizing what might be described as the di-
versification and multiplication of political actors (Stamm, 2007). Moreover, Stamm (2007)
suggests that the plaza construction program may have weakened clientelistic support for the

PRI by dividing organizations that were formerly loyal to them. To illustrate this state of af-

3"The “stalls in condominium’ model was a new scheme of financing and ownership implemented as a part of
the Plaza Construction Program of the early r99os. Under this scheme the vendors would pay for the construction
of their commercial plaza and their individual stalls—with intervention from the city government who helped to
provide them with credits at a subsidized rate—which would give them in return the legal ownership of their stall
within the newly-built commercial plaza. This model was in contrast with the traditional public markets of the
19508, where the government paid for the construction and was the legal owner of the market and stalls. Public
market stalls were leased by market vendors at a minimal cost, since stalls were rent-controlled.

*In some cases, the organizations were divided: part of the membership returned to the streets, while the other
stayed on the commercial plazas. This equally supports Stamm’s (2007) claim that that the plaza construction
program may have weakened clientelistic support for the pr1 by dividing organizations that were formerly loyal to
them. Sometimes the same vendors who moved back to the streets also retained their stalls inside the commercial
plazas, mainly so they could expand their businesses.
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fairs, Stamm uses the cases of Artesanos del Centro and La Paja, two commercial plazas that
evolved from an authoritarian scheme of administration and leadership to a democratic one

over the last years.

3.5.1 The case of Artesanos del Centro commercial plaza

When Artesanos del Centro commercial plaza was inaugurated in 1993, all the vendors who
moved in belonged to a PRI-affiliated organization named Artisans and Vendors in the Center
(Artesanos y Vendedores del Centro). This unity around the pri lasted until 2o00. That year,
vendors on the commercial plaza were divided politically into two groups: the Asociacion
Artesanos y Vendedores del Centro and the Unién de Locatarios de la Plaza Uruguay. The
reasons for the split were mainly economic—the malfunction of the commercial plaza and,
especially, the excessive fees the vendor leader was demanding. Each owner of a stall gave a
fee to the leader for the maintenance of common spaces and towards the administrative and
operational costs of the commercial plaza. However, the administration of this amount of
money was far from transparent and many believed it was destined for other purposes (Stamm,
2007). The members of the Unién de Locatarios de la Plaza Uruguay became organized to
defend themselves against the abuses of the vendor leader, but were not able to do much until
the PRD entered the scene as a new political actor, as a result of democratic change in Mexico

City (Stamm, 2007).

In 2002, the members of the Unién de Locatarios de la Plaza Uruguay, now close to the
PRD, decided to stop paying fees, and the suspension of payments lasted until January 2004.
The administration of the commercial plaza closed the plaza for two days, until both groups
agreed to talks, with the city government as mediator. They reached an agreement. The mem-
bers of the dissident group agreed to pay 50 percent of their debt on condition of depositing
the money in an independent bank account. The funds collected were to be used to refur-
bish the toilets and for additional renovation works within the commercial plaza. One of the
particularities of the agreement was that the bank account was to be controlled by all the ven-
dors in the commercial plaza, not by the leader or any particular group. After this sizing up
of forces, there were observable changes in the commercial plaza: commissions of five or six
people were formed, representing the interests of the different groups in the plaza; they met

regularly to discuss the problems faced by the commercial plaza (Stamm, 2007). In this way,
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the members of the Artesanos del Centro commercial plaza took their first steps towards the

democratization of their commercial plaza administration.

In March 2004, an assembly led by the commissions of both groups gathered all the plaza
vendors to discuss the common areas in the plaza. In the absence of the original leader, it was
possible to observe the first steps of a shared administration of the commercial space. Several
decisions were taken and implemented very quickly as a result of this common participation

and agreement between all vendors (Stamm, 2007).

3.5.2 The case of La Paja commercial plaza

The case of La Paja commercial plaza is different from that of Artesanos del Centro commer-
cial plaza, but also shows evidence of new democratic practices. La Paja commercial plaza
was planned to accommodate two street vendor organizations, one sympathizing with the
PRI and the other with the PRD, each one with their respective leader.3?> However, after eight
years of cohabitation, the administration of the commercial plaza was inefficient. In 2000, a
group of twelve vendors decided to form a civil association (the Asociacion Civil de la Plaza
de La Paja). Some time later, the vendors in the commercial plaza threw out the two leaders.
This process was not difficult as the leaders and their organizations put up little resistance.
It seemed that the two leaders realized that it made sense to benefit the plaza tenants by re-
linquishing their authority and leadership to the civil association in order to avoid potential

conflict (Stamm, 2007).

Thus, since 2000, La Paja commercial plaza is self-administered by its vendors through
transparent management: vendors pay no fees and no maintenance costs. The commercial
plaza is self-sufficient: the income earned by charging for the use of public toilets provides
funds to cover the salaries of commercial plaza employees, electricity, water, as well as notary
expenses for the title deeds and closing costs of the stands. Each year the tenants choose
their administrator in the general assembly of the commercial plaza, thus ensuring democratic

governance (Stamm, 2007).

With the ‘stalls in condominium’ model, it follows that once vendors become the rightful

owners of their places inside commercial plazas and the rights to their stands are ensured,

33La Paja commercial plaza was planned to house two different vendor organizations under the leadership of
two different leaders. The first one was very influential in the Historical Center and had always been affiliated to
the pr1. The second one was a smaller organization—dissident from the first one—which had a rapprochement
with the PrRD during the late 1980s.
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vendor leaders lose power over their members.3* While it is true that in some commercial
plazas vendor leaders have been able to maintain the same position and control, in others the
power of some organizations and their leaders has been fragmented or weakened. In other
commercial plazas, vendors have become independent from their leaders—instead of organi-
zations headed by a leader, vendors formed ‘united associations’ (asociaciones tinicas), which
included all vendors, with no leader but democratic general assemblies in which decisions are

taken together (Stamm, 2007).

These organizations are different from those that existed before because they do not obey
a clientelistic or corporatist logic; on the contrary, they can be defined as “assemblies of co-
owners” (asambleas de copropietarios) (Stamm, 2007:91).35 Thus, the new legal, spatial, loca-
tional and, especially, ownership arrangements that prevailed in commercial plazas, together
with the appearance of new political actors other than the Prr (e.g. the PRD) led to the phe-
nomenon identified by Stamm (2007). The Artesanos del Centro and La Paja commercial
plazas are two noteworthy examples in which the traditional arrangement of an organization
with a dominant and undemocratic leader (or leaders) became a fairer, more open, democratic
entity, with a plurality of actors involved in the decision-making and administration of both

the commercial plazas and the organizations (Stamm, 2007).

3.6 Women and informal street vending in Mexico

3.6.1 Why the most prominent street vendor leaders in Mexico are women

It is important to understand why women tend to be over-represented in the informal sector
in general—and in informal street vending in particular?® (though this is not the current situ-
ation in Mexico)—and why women are concentrated in certain segments within the informal
sector (Chen, 2002). Some scholars argue that women are less able than men to compete
in labor, capital, and product markets because they have comparatively low levels of educa-

tion and skills, or are less likely to own property or have market know-how (Chen, 2002).

341t seems that as an organization gets closer to formality and vendors get closer to economic security, these
factors account for the demise of authoritarian leaders in vendor organizations.

33 As discussed earlier, it is essential for vendors to form a civil association, not only to enter the legal framework,
but also to be represented before and be recognized by government authorities, and thus gain bargaining power.

3¢ According to Chen (2002), women account for more than 5o percent (and up to 9o percent) of informal em-
ployment in trade, which the exception of those countries (e.g. India, Tunisia) where social norms limit women’s
mobility outside the home.
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Others suggest that the time and mobility of women are constrained by social and cultural
norms, which assign them responsibility for social reproduction and discourage investment in
women’s education and training (Chen, 2002). These theories clearly apply to street vending

in Mexico.

Traditionally, women in Mexico have worked in more informal environments than men,
starting with housework, which is considered a form of informal activity or job. Thus, while
men looked for and took jobs in the formal sector, women cooperated with the domestic
economy—to make ends meet—in other forms. The most common form was domestic or
home work, but when it was necessary to look for a more profitable source of income, they
went into street vending. This activity gave them not only the opportunity to earn more money
by meeting the market in situ, but also the flexibility they needed to take care of children—if
they had them—as well as their homes, fulfilling their traditional social role as mothers or

housewives (or both).

In Mexico, the rise of women to modern leadership positions within groups of informal
street vendors can be traced back to the 1950s, or more specifically to the administration of
Ernesto P. Uruchurtu as mayor of Mexico City. During the 1950s, Uruchurtu implemented
a public market construction program in an effort to relocate street vendors who populated
the downtown area of Mexico City (Cross, 1998). When it was time for the allocation of
stalls, the criteria was to give priority to the heads of households (Cross, 2010). It is not
clear whether women were deliberately not allocated stalls within the markets—Dbecause social
norms dictated they should stay at home—or whether only women of certain age were granted
stalls—younger women were not considered. The fact is that several women—the majority in
the group that was not allocated a stall in the new markets—were left out of the public market
construction program. As a result, some women (and men) who were not assigned a stall in
the newly built public markets continued selling their products on the streets, as getting hold

of a place in an established market was not possible.

Since public markets were usually designed and built for a single association of vendors?7,
those street vendors who did not get a place in or declined to enter the new public markets were
left without any organizational representation. In other words, by being left out of the market
construction program, they no longer belonged to any organization, and had no means to
resist the looming repression. These street vendors went through one of the most unyielding
and brutal periods of repression in the history of the city (Cross, 1998). Despite the harsh

repression during the Uruchurtu city government, these abandoned street vending groups,

37 As opposed to commercial plazas which sometimes could accommodate more than one vendor association.
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mostly made up of female vendors, became organized and chose their leaders. As a result,
most of the street vendor leaders were women, who continued to lead the groups as they grew

and became more powerful and influential.?®

Mexico City is one of the few places in the world where the share of women working in
street vending—and informality—is lower than the share of men (Arizpe, 1977; INEGI, 2005,
2010b), yet the leaders of the largest, oldest, and most important street vendor associations
are all women. This makes women’s leadership of street vendor groups in Mexico City even
more unique. There are several possible reasons for the dominance of women leaders of these
associations: women in Mexico City might know better than men how to deal with problems
(and authorities), or be more responsible or subtle than men when negotiating. The reasons
might in fact be the same as of why over 95 percent of borrowers of the Muhammad Yunus’
Grameen Bank are women (Grameen Bank, 2011); that women in general are better than men
in meeting their responsibilities and obligations. The evidence is that, historically, women
tend to be stronger leaders than men and better at managing street vendor organizations in

Mexico’s capital.

3.6.2 Women leaders in Mexico City

Thus, it is not a secret that a group of women leaders controls street vending in Mexico City.
For several years a handful of women have led the main street vending associations and, his-
torically, three women have controlled the largest and most powerful ones: Guillermina Rico,
who died in 1996; Alejandra Barrios Richard, who is still active; and Benita Chavarria, who
has retired. After the alternation of power in Mexico City in 1997, another emerging female
leader is Maria Rosete, who has links to the PRD; the power and size of her association has

increased considerably over the last years.

Guillermina Rico was the most powerful of all (Ballinas and Urrutia, 1996). Her occupation
as street vendor leader extended over four decades, from the times of Ernesto P. Uruchurtu
to the years of Oscar Espinosa Villarreal. Through these years, she was equally mistreated
and rewarded by the PRI government authorities she had to deal with. In her heydays—the
mid-198os—her organization controlled the largest area of streets and had the largest mem-

bership, estimated at about 7,000 members (Dillon, 1996), in Mexico City. Guillermina Rico’s

¥ As John Cross correctly pointed out: “Such vendors became the nucleus of today’s powerful street vendor
organizations, which helps explain why many of today’s leaders are women, and why all of them seem to have
such strong characters. They have lived through repression and won” (Cross, 1998:167).
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death in September 1996 weakened her organization. Her daughter, Silvia Sanchez Rico, took
control of the organization, but she was detained in 1999 accused of robbery and injury. This
weakened the organization even more, causing some members to leave it (Barrios, 2010). In
addition, Silvia Sanchez Rico’s style of leadership is very different from that of her mother.
Silvia Sanchez Rico did not follow her mother’s standards and, it is argued, she does not have
her notions and wisdom; therefore, she failed to keep the unity of the membership (Barrios,
2010). The lack of leadership and the emergence of new leaders caused members of Guiller-
mina Rico’s organization to scatter—they went to other organizations or decided to work

independently (Mondragén, 2005).

According to different sources, it is believed that there are about 6o street vendor leaders
heading vendor organizations in downtown Mexico City (Cross, 1998; N4jar, 1998; Paramo,
2003; Sanchez, 2005; Mondragon, 2005, 2006).3° During the first decade of the 21st century, of
the eight most powerful street vendor groups in downtown Mexico City, six are still controlled
by women. The groups are listed here in no particular order: Consejo de Comerciantes en
Pequeiio, led by Elena Ortega Padierna*® (relative of Dolores Padierna) (PRD); Unién de Com-
erciantes ‘Hijos de Tepito’, led by Maria Rosete Sanchez (PRD); Asociacion Legitima Civica
Comercial A.C. (ALcc), led by Alejandra Barrios Richard (PRr1); Asociaciéon de Comerciantes
de la Antigua Merced, led by Silvia Sanchez Rico (daughter of Guillermina Rico) (Former pri,
now reportedly supporting the PRD); Defensa y Solidaridad de la Unién de Comerciantes en
Cuauhtémoc, led by Alicia Rocha Sanchez (PRD); and Asociacion de Comerciantes en Pequeiio
y Semifijos Benito Juarez, led by Esther Chavarria (daughter of Benita Chavarria) (Former PRri,
now reportedly supporting the PRD) (Najar, 1998; Paramo, 2003; Mondragdn, 2005, 2006; Gas

Natural Fenosa, 2011).

One of the female leaders who consolidated her leadership over the years—after Guiller-

mina Rico’s organization declined—is Alejandra Barrios Richard. At present, her organiza-

¥ Cross (1998) mentions there are more than 6o different street vendor organizations jostling for space in Mex-
ico City’s Historical Center. N4jar (1998) lists 24 street vendor leaders operating in Mexico City’s center. Paramo
(2003) states that there 60 organizations of semi-fixed street vendors in the Historical Center. Mondragédn (2005)
affirms that there are between 35 and 40 social organizations fighting for space in the streets of Mexico City.
Sanchez (2005) says there are 35,000 street vendors, grouped in 6o vendor organizations in the center of Mexico
City. Mondragén (2006) says there are 60 smaller street vendor leaders operating in Mexico City.

“Elena Ortega Padierna is a relative of Dolores Padierna (current PRD senator, former head of the Cuauhtémoc
Delegation and former General Secretary of the PrRD). In addition, Antonio and Ana Maria Padierna, who are
also mentioned as leaders of street vendor groups, are siblings of Dolores Padierna. This gives an idea of how the
balance of power as measured through party affiliation has been changing in street vendor groups in Mexico City
and how the PRD has been gaining ground in its influence over marginal groups for political purposes. I leave to
the reader’s consideration the numerous possibilities for corruption, traffic of influences, favoritism, cooptation,
patronage, political influence, and so on that this type of relationship may have had.
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tion is the largest and most powerful street vendor organization in Mexico City. Chapter 6 of
this thesis presents a case study of Alejandra Barrios and the organization she leads, the aLcc
(or the Legitimate Civic and Commercial Association), in an attempt to shed light on several
aspects of the leadership, structure, and dynamics of a large and well-organized street vendor

organization in Mexico City.

3.7 Conclusions

Historically, relationships between street vendor organizations and governments were schema-
tized under clientelistic practices within a corporatist system where individual street vendors
were obliged to have ‘forced mediation’ through street vendor organizations, and street vendor
organizations were obliged to ‘compulsory affiliation’ to the ruling party. In return for favors
and tolerance, street vendors were obliged to serve as a political support base and sometimes
to provide financial inducements for politicians and government officials. At present, large
informal (or semi-formal) street vendor organizations exist and have become an entrenched
element of national and city politics, without totally abandoning the clientelistic practices
and the corporatist system that initially shaped their relationship with the government. Street
vendor organizations are an important political tool to put pressure on political adversaries,
further party interests, and foster individual political careers. Some vendor leaders, or close
associates, enter the political arena as a result of their power within their associations and

influence within political parties.

Thus, street vendor groups have gone from being powerless and manipulated to become key
players in local and federal politics. They have acquired legal status (as independent civil asso-
ciations) to be recognized by the government and other stakeholders, to protect their interests
against legal attacks, and to demand rights as established in the Mexican constitution. The
largest and most powerful street vendor associations have an elaborate level of organization,
whose members report to a sole leader who takes the decisions. These highly sophisticated
associations have come to take on some government functions—they provide housing, educa-
tion, health, legal services, and so on, as will be described in Chapter 6 in relation to Alejandra

Barrios’ ALcc.
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The most prominent street vendor leaders in Mexico are women. This has been the result
of mainly three factors: women are over-represented in the informal sector*’; historical and
cultural circumstances which precluded women from receiving stalls in newly built public mar-
kets; and because they have greater leadership and organizational skills than men. Most street
vendor leaders have humble origins—they started as street vendors during infancy. Until the
late 1990s, their political allegiance was with the pr1, but after the alternation in power, sev-
eral shifted their allegiance to the PRD. The choices of who to support have increased as more
political actors have entered government and other positions of power; now vendor leaders
can select not only what party they want to support, but also what position or office at the
different government levels available they want to support.#* This degree of choice gives them

strong bargaining power.

Street vendor leaders are authoritarian and autocratic and can both exploit and defend
members of their organizations. They resort to any means possible to defend their interests
and manipulate government authorities: legal instances, political activism, political influence,
corruption, continuity of power (that builds experience and allows for long-term tactics), sim-
ulated or conditional compliance (to gain the favours of certain officials, immediately or in
a later date) and/or even violence. These leaders have reached an important level of power,
endurance, and leverage over negotiations, overcoming the government authorities on many
fronts. However, government authorities and political parties still have some methods they
can use to control street vendor leaders, although they are not always lawful: revocation of
leadership positions in associations, bring (true of fabricated) criminal charges against lead-
ers, or support a revolt (another leader) within the association. Moreover, individual street
vendors within an association have some tools to defend themselves against their leader when
she or he becomes too overbearing or abusive: rise up against their leader, or simply leave
the association. The equilibrium in the balance of power between vendor leaders and vendor

members is essentially sustained through economic rather than political incentives.

The process of democratization changed the relationship between street vendors, the po-
litical parties, and the state. As we will see in the following chapters, the rise to power of
the PRD increased the possibilities for alliances for street vendor organizations but remained

clientelistic in nature. Although the first PRD city government questioned the clientelistic and

4 Although this may not be currently the case in Mexico—as there are more men than women working in the
informal sector—it certainly was the case when the largest and better organized street vendor organizations were
born some decades ago.

+This support is provided both in election times as well as in the form of regular, daily political support (for
a particular cause or individual project).
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corporatist practices that were characteristic of the PrR1 (Combes, 2000; Hilgers, 2012), it did

not seem to break with them.

During this process of democratization, there was, on one hand, a politicization of street
vendor organizations, which contributed to their fragmentation—when members opposed
their leader this often led to the group splitting up and a rapprochement with the prRD. This
fragmentation made the regulation of street vendors a more complex situation for the author-
ities, changing the conditions (political and operational) of public action towards street vend-
ing (Stamm, 2007).4> On the other hand, the administration of commercial plazas has begun
to depoliticize, as the examples of Artesanos del Centro and La Paja commercial plazas show.
Even when dealing with a different legal, spatial, locational, and ownership context from the
one that exists on the street, the processes of liberation of the commercial plazas’ members
from their leaders has directly affected the vendor organizations located on the street; accord-
ing to Stamm (2007), street vendor organizations are losing members and the leadership is
openly being challenged.# This phenomenon of ‘independence’ by street vendor members

was also noted in the streets of Guadalajara (Ramirez Saiz and Mora, 1998).4

The emergence of new power brokers and the division of political actors in the commercial
plazas make the process of democratization interesting to analyze. Its general implications
allow us, simultaneously, to reflect on the political actors involved in the street vending activ-
ity and on the different ways to manage and deal with these activities. The reemergence of
corporatism, the permanence of clientelism, and the potential democratization of street ven-
dors’ political practices make the management and handling of street vending more complex,
resulting in an evolution in the different courses of public action towards street vending in

Mexico (Stamm, 2007).

The emergence of this slow, small, but hopeful democratic phenomenon observed in com-
mercial plazas in Mexico City may be a reflection of the change in the political regime in

Mexico and, ultimately, an indication of the changing political culture in the country.

4 Current public policy studies agree on the emergence and multiplication of organized and relevant social
actors. Formerly, they were only the target of public policies, but they transformed into independent and efficient
participants involved in the process of decision-making and policy implementation (Massardiere, 2003). This is
expressed under the term ‘public action’.

+As mentioned earlier, it seems that as vendor organizations get closer to formality (by being relocated in
commercial plazas or markets and taking responsibility for the administration and expenses of these commercial
centers—factors which imply that they are within the enforcement radar of the government), and vendor members
get closer to economic security (by being legal owners of their stalls), these factors account for the demise of
authoritarian leaders in vendor organizations.

#1In the case of the municipality of Guadalajara, Ramirez Saiz and Mora (1998) emphasize the refusal of
many independent street vendors to affiliate with corporatist groups. In this case, the PAN administration had as
an objective to eliminate the intermediation of leaders and street vendor organizations.



4. INFORMALITY AND STREET VENDING IN
MEXICO CITY (1929-1997): THE PRI YEARS.

4.1 Introduction

This chapter presents a general historical-political analysis of the development of informal
street vending in Mexico, focusing on Mexico City, over a time span of 68 years—from 1929
to 1997—which correspond to the period in which the pr1 ruled Mexico City." The chapter
is divided into two main analytical sections: First, there is a chronological generalized de-
scription of the various efforts to regulate informal street vending, crackdowns, and cycles
of toleration and repression that took place over 59 years—between 1929 and 1988. Second,
there is a more detailed political analysis and description of the events that ocurred between
1988 and 1997, the last 9 years the PRI held power in Mexico City and the efforts its govern-
ments made to control informal street vending as well as the political implications these efforts
brought. The reason to do a more detailed analysis in the latter part of the period of study of
this chapter has to do with the reforms in the electoral laws and the democratic opening in the
political system that ocurred in those years, which eventually made possible the alternation of
political parties in power. This second analytical section will be used to make a comparative
link with Chapter 5, which speaks about the PRD city goverments, the PAN federal government,
and the approach these governments took towards informal street vending.* Finally, the con-
clusions section summarizes what lessons have been learned and what general conclusions can

be drawn from the historical-political analysis of street vending in Mexico’s capital under PRI

"The pr1 and its predecessors: the National Revolutionary Party (Partido Nacional Revolucionario, PNR)
founded in 1929 after the Mexican Revolution; renamed Party of the Mexican Revolution (Partido de la Revolucién
Mexicana, PRM) in 1938; and finally obtaining its current name, the Institutional Revolutionary Party (Partido
Revolucionario Institucional, PRI) in 1946.

*As mentioned in Chapter 1, the alternation in power is used in this thesis as a natural experiment to contrast
the distinct approaches towards informal street vending of different parties (and leaders) in power; and also to
have the opportunity to observe how linkages between political parties, governments, and street vendor groups
are made and unmade as power changes hands.
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governments by interpreting the cycles of toleration and repression, the changing interests of

the pr1, and the policy implications of both.?

The chronological order of events described in this chapter covers the most significant
landmarks in the history of street vending in Mexico—anti-vendor campaigns and new
regulations—as well as broader political and economic events that have influenced and trans-
formed street vending. They include major changes in the economy—the Great Depression,
the Mexican miracle, the rise (and fall) of the import substitution industrialization (1s1) model,
the 1982 Debt Crisis and the 1994 Peso Crisis—and well as major events in politics and policy-
making such as the arrival of hands-on Mexico City mayors—Ernesto Uruchurtu (1952—-1966)
and Manuel Camacho Solis (1988—1993)—who implemented comprehensive programs to re-
move street vendors from the streets. Moreover, this chapter shows how the longstanding
clientelistic arrangements that characterized the relationship between PRI governments and
informal groups started to fracture as a result of the failure of the city government to live
up to its promises, the neoliberal policies implemented by the federal government, and the
opening up of the regime to democratic competition and free elections. It is worth remem-
bering that, during this period of study (1988—1997), Mexico City’s executive authority was
not elected democratically but appointed by the president of Mexico. The position of regente
or mayor of Mexico City was comparable to a ministry of state, always subordinate to the
president of Mexico, so the mayor had limited autonomy.# The history of street vending in
Mexico is closely linked to political matters and features of Mexican political culture—such
as clientelism and corporatism—and to economic issues—such as migration and unemploy-
ment. In the period of study covered in this chapter, the phenomenon of informality and in-

formal street vending mirrored the changes occurring in the Mexican political system and the

3In short, this chapter provides an overall view of street vending in the historical context of modern Mexico,
and establishes the grounds for a comparative analysis in the next Chapter 5 of how regulations, government
actions, policies and their implementation can vary when informal street vending is dealt with from contrasting
perspectives, ideologies, political actors, governments and regimes.

“Article 122 of the Mexican Constitution states the legal nature of the Federal District and notes that its
government will be responsibility of the federal powers and of the local legislative, executive and judicial bodies.
The reason why the institutions of the Federal District are considered ‘bodies’ and not ‘powers’ is because, being
the residence of the federal powers, the Federal District cannot have two powers residing on the same territory. In
addition, unlike the other states that make up the Mexican republic, the Federal Distric is not a sovereign entity,
lacking a constitution, reason why they cannot be considered ‘powers’. However, on January 29 2016, the Diario
Oficial (the government’s official gazette) published a reform to Article 122 which has changed most of the above-
mentioned provisions of the Federal District. Among them, the official name has been changed to Mexico City,
and it will become the state number 32 of the Mexican Federation. Thus, the status of Mexico City will be similar
to that of the other 31 states in the federation. A new constitution for Mexico City is being drafted and that
will give Mexico City the same autonomy and sovereignity as the other states. A new local assembly or congress
will also be elected holding legislative powers over public finance and security. Finally, the ‘delegations’ will be
converted into ‘mayoralties’.
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Mexican economy. Therefore, the analysis done in this chapter presents a valuable historical

and poltical view into these topics of interest.

4.2 A brief history of street vending in Mexico City (1929-1988)

4.2.1 The historical tradition of street vending in Mexico City

The tradition of selling and buying in temporary and open air markets is a strong feature of
Mexican culture and has a long history that extends far back into the pre-Hispanic period.
Street vending in the Historical Center also has a long history. In pre-Hispanic times, street
commerce had a fundamental part in the Aztec civilization. Tenochtitlan, the city-state of
the Aztec or Mexica empire, was the epicenter of Aztec affairs in all its spheres: public, so-
cial, religious, and economic (Crossa, 2009). It was intended to bring together Aztec people
in polytheistic rituals and housed a market (tianquiztli’) that functioned as the pivotal point
for the give and take of products. This was a big attraction to many people from near and
far. The central markets of Tenochtitlan depended on complex interconnected systems that
extended throughout Mesoamerica (Bahena, 1999). Judges and police inspectors carefully
regulated the systems and networks of exchange (Bustamante and Castillo, 1997). At the
beginning of the colonial era, these regulatory practices were institutionalized through plan-
ning restrictions, which included the delimitation of space and restraining street commerce to
specific areas. During this era a number of attempts were made to centralize commerce in des-
ignated areas. By the end of the 18th century, street commerce was concentrated in just a few
central squares (plazas centrales) and markets (Crossa, 2009). When Mexico City started to
grow in size and population, street commerce activities expanded beyond its restricted squares
and markets. The growing demand for supplementary market spaces put great pressure on
the post-independence authorities of Mexico City, which in 1890 built one of the largest and
most important markets, La Merced market (Crossa, 2009).® Vendors at this market gener-
ated more than 40 percent of earnings from all markets in the city, and by 1930 more than 8o

percent of all commercial activity was clustered in this area. The number of street vendors kept

SThe word tianquiztli or tiyanquiztli comes from the Nahuatl—the language of the Aztecs—and means day
market or harvest. It eventually derived in the word tianguis, which is currently used in Mexico to refer to open-air
markets.

¢Some other sources refer to the period between 1860 and 1880 as the years when La Merced market was built
(CONACULTA, 2009; Enriquez Fuentes, 2009).
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on growing, causing the dissemination of street vendors to neighboring streets and avenues

(Bahena, 1999).

4.2.2 The end of revolution and the Great Depression, 1929—1940

Numerous sources associate the opening of the 2oth century in Mexico with the beginning of
the civil war known as the Mexican Revolution. This war, which started in t910 and ended ap-
proximately in 19247, put an end to the period known as the Porfiriato.® During the Mexican
Revolution, the Federal District (Mexico City) was sequentially occupied by several revolu-
tionary factions: Maderistas, Zapatistas, Villistas, and Carrancistas. This last group was
substituted by the so-called Grupo Sonora—led by Adolfo de la Huerta, Alvaro Obregén and
Plutarco Elias Calles—which later became the Institutional Revolutionary Party (Partido Rev-
olucionario Institucional, PrI) and its predecessors—the National Revolutionary Party (Par-
tido Nacional Revolucionario, PNR) and the Party of the Mexican Revolution (Partido de la

Revolucion Mexicana, PRM)—which governed Mexico from 1929 until 2000.?

In 1928, the municipal system of Mexico City was abolished and the existent municipali-
ties which had formed it disappeared, giving way to the ‘delegations’ (delegaciones),’ modi-
fying their number and demarcation of boundaries. In February 1929, the National Cham-
ber of Commerce (Camara Nacional de Comercio, cANACO)—Mexico City’s chamber of

commerce—released a regulation proposal to control street vending in Mexico City. The cap-

"There is controversy regarding the end of the Mexican Revolution. Some sources believe it is marked by
the Proclamation of the Mexican Constitution in 1917. Other sources say the revolution ended in 1920, when
Alvaro Obregon was elected president and served his full four-year term, although the nation suffered from horrible
violence for another decade or so. Some more sources state that it ended in 1924 when President Plutarco Elias
Calles took office.

8The Porfiriato or Porfirismo is a historical period during which the exercise of power in Mexico was under
the control of President Porfirio Diaz. It lasted 35 years, from 1876 to 1911.

9The National Revolutionary Party (Partido Nacional Revolucionario, PNR) was born in 1929. It changed its
name to Party of the Mexican Revolution (Partido de la Revolucién Mexicana, PRM) in 1938. Finally in 1946, it
adopted its current name: Institutional Revolutionary Party (Partido Revolucionario Institucional, PRri).

*Mexico City—politically and administratively constituted as the Federal District—is divided into 16 bor-
oughs or delegaciones for administrative purposes. They constitute second-level administrative divisions, on a
par with the municipalities of Mexico, but unlike municipalities they do not have regulatory powers and are not
fully autonomous in their internal administration. The configuration of the delegations has changed over the
course of the 2oth century. In December 1970, the Federal District Charter was amended. Among its changes, it
matched the term ‘Federal District’ with ‘Mexico City’. In addition, it disappeared the Central Department or
Centro (officially called Mexico City) and created four new delegations (Miguel Hidalgo, Benito Juarez, Venus-
tiano Carranza and Cuauhtémoc), arriving at the 16 delegations we have at present. As of 2000, the citizens within
a borough elect by plurality a head of government, known simply as a head of the delegation or jefe delegacional
(Ciudad de Mexico, 2013).
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ital city had recently been re-established as a federal district and there were no explicit rules

for the codes regarding street vending or any other informal activity (Gordon, 1997a).

Formal established merchants in the Historical Center channeled their concerns through the
CANACO proposal. They presented a list of suggested anti-street vendor policies. The proposal
complained of the ‘unequal competition’ posed by the street vendors under the argument that
they did not pay taxes. The suggested regulation proposed that street vendors would have to
register with government authorities and get a street vending license. Moreover, street vendors
would not be allowed to sell competing products in a radius of 50 meters™ of a formal estab-
lishment. Street vendors who were trying to get a street vending license needed to have letters
of recommendation from two or more CANACO members (Gordon, 1997a). Interestingly, the

proposal does not make any reference to vehicle traffic or health matters.™

By 1931, the situation was different. Several newspaper headlines from March to June of
1931 displayed similar stories pointing to the same problem: “Uneven Competition for Es-
tablished Commerce” (Universal, 1931a:1), “The Regulation of Street Vending” (Universal,
1931b:1), “A Plague that must be Fought” (Universal, 1931€e:3), “Growing Invasion of City
Sidewalks - Street Vendors Don’t Leave Any Room for Pedestrians” (Gordon, 1997a:1). It
is difficult to know how many street vendors were selling in the city capital at the time, but
there is no question that the Great Depression was mostly responsible for the increase in street

vendors noted in the newspapers.

Some of the complaints arose from the overall shortages in the infrastructure of Mexico
City. In 1930, Mexico City had a population of about 1 million (Table 4.1), but basic public
services such as street paving, flood drains, and public markets were inadequate as they were
not growing at the same pace (Cisneros Sosa, 1993; INEGI, 2010a). Mexico City was beginning
to become an industrialized large city but without the appropriate infrastructure, which had
not changed sufficiently since the t9th century. The lack of sufficient markets in the city led to
a demand for products sold by street vendors and it became an incentive for them to sell. At
the same time, the structure of the streets—narrow, unpaved, and often flooded—intensified

the congestion problem.

""The actual Law for the Regulation of Semi-Fixed and Itinerant Trade (Reglamento para la Regulacion del
Comercio Semi-fijo y Ambulante) implemented in 1931 established this distance as 10 meters, and not 50 meters
as the caNAco proposal suggested (Excelsior, 1931).

The 1931 law, however, makes very general recommendations about traffic or health precautions. For exam-
ple, it recommends that street vending pushcarts shall not be parked in zones of high traffic, or that products with
pungent odors shall only be sold if they are inside a glass cabinet and in accordance with the regulation of the
City Health Department (Excelsior, 1931).
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The newspapers, representing the view of the middle and upper classes, described the sights
of underdevelopment and filthiness in the streets that were taken over by street vendors dis-
dainfully. The newspaper El Universal published a picture on March 11, 1931—in its Graphics
and Timely Notice section—showing Republica de Uruguay Street packed with street vending
stands. The caption was: “This picture shows the look of the aforementioned street overrun
with all sorts of stalls, which obstruct traffic and are unaesthetic and unhygienic. They will
be eliminated” (Universal, 1931d:1). They also noticed that many of the goods and products
sold by the street vendors were imported—this was mentioned to portrait street vendors as
disloyal to the internal Mexican market and industry—and that several street vendors were

immigrants from the Middle East or Eastern Europe® (Universal, t1931¢; Gordon, 1997a).

Those concerns attracted the attention of public officials and were taken into consideration
when a new regulation was drawn up. On March 28, 1931, President Pascual Ortiz Rubio reg-
ulated street vending in the capital city through a decree (Universal, 1931f). The first part of
the decree recognized that “the so-called semi-fixed and itinerant trade has increased extraor-
dinarily without having been regulated up until now, with this omission occasioning genuine
problems, as much for transit in the city as for competition with legitimate merchants” (Uni-

versal, 1931f:1).

The new regulation incorporated several of the recommendations of the 1929 CANACO pro-
posal. It banned stands (puestos) that were located in public parks, close to formal establish-
ments offering similar products, and street vending was restricted to a certain perimeter in the
Historical Center area. Furthermore, it introduced a requirement that all those who applied
for a license to sell on the streets had to demonstrate the legality of their residence. Immigrants
had to be able to confirm that they did not enter the country on the grounds that they would
work in the agricultural sector (Excelsior, 1931). The cANAco praised the regulation, and the
newspapers were glad to announce the imminent riddance of the street vendor ‘plague’ (Excel-
sior, 1931; Universal, 1931f)." Some newspapers even boasted about their campaigns against

street vending and the success of the enactment of the law for the city (Universal, 1931g).

Despite the new regulation, after a few weeks, it was clear that street vendors had not de-

parted from their places in the Historical Center. A few of the semi-fixed street vendors—who

3Some of the nationalities mentioned are Russians, Poles, Turks, Syrians, Lithuanians, Czechoslovakians, and
Lebanese (Universal, 1931¢).

4On March 28, 1931, the title of the front page of the newspaper El Universal was: “The itinerant and semi-
fixed trade is definitively eliminated from the city center” (Universal,1931f:1)
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operated from pliable or foldable stalls—were obliged to get rid of their structures, but a good

percentage of them became itinerant vendors or ambulantes™ (Gordon, 1997a).

The street vendors contested the execution and enforcement of the regulation in different
ways: through the political system, through the courts, and on the thoroughfare. By Decem-
ber 1931, the city government enacted an official toleration policy, even though it was only
supposed to be temporary and for a short period of time. However, in the following years, the
street vendors were still occupying the streets of the Historical Center. Sociologist Armando
Cisneros Sosa (1993:61—62) gave an explanation to account for the failure in the implementa-

tion of the 1931 regulation:

The government dealt with a divided and complex society to regulate, set stan-
dards, and establish order in accordance with public logic... In the case of the
street vendors, the intentions of the city government went beyond the possible.
The pursuit of an impeccable and organized [Historical] Center... led the author-
ities to propose the expulsion of the street vendors... [But] the economic reality
of the country, the lack of sufficient employment, and the political networks that

had been established prevented such a goal from being realized.

Street vendors cleverly used the official political system to protect their interests, first of all by
forming associations. Guild-like vendor organizations have a long history in Mexico and can
be traced to the colonial era. They were created by merchants who shared special character-
istics (e.g. selling similar products or sharing a particular area of the city) for the purposes
of protection and support. During the 1920s, a few of those formed part of the recently cre-
ated National Revolutionary Party (Partido Nacional Revolucionario, PNR), the predecessor
of the rri, through its labor affiliate, the Regional Confederation of Mexican Workers (Con-
federacion Regional Obrero Mexicana, cRoMm). Street vendors intended to use this affiliation
to the organization to put pressure on the annulment of the 1931 regulation, but had to give
up this strategy because of disagreement and dissatisfaction among public market vendors,
who were at that time affiliated to the party as well, and strong supporters of the regulation

(Gordon, 1997a).

STtinerant vendors or ambulantes are ambulatory street vendors who elude regulation, and its enforcers, by
moving around. Itinerant vendors do not have a fixed space and usually wander around streets with a high circu-
lation of cars and people. The goods and products they sell are fairly cheap and easy to carry, which helps them to
have a greater degree of mobility than other forms of fixed- or semi-fixed-stall street vending. Later, this type of
itinerant vendors would be popularly known as toreros or ‘bullfighters’ for their ability to elude the authorities.

¢ After the restructuring of the official party, street vendor associations were channelled to the party through
the National Confederation of Popular Organizations (cNop) (founded in 1943) as explained in Chapter 3.
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The street vendors were still able to reach the president of Mexico in order to make an emo-
tional appeal, based on their plight as citizens in a situation of great economic disadvantage.
One street vendor group sent a telegram to President Pascual Ortiz Rubio stating: “Small
merchants Dolores Street stands taken... Fifty families no means subsistence. Belong PNR,
have fought favor your Government. Ask you use influence, restore [stands] or indicate new

location; avoid misery homes” (Gordon, 1997a:2).

Street vendors also looked for support in the courts. Using the legal instrument called anz-
paro,”” many street vendor groups tried—sometimes successfully—to acquire some sort of
waiver from potential or actual actions of the city government against them. Even when all
these failed, it was still possible to buy off government officials in charge of granting licenses,
assigning vending spaces, and enforcing the rules, so they could continue performing their

vending activities on the streets (Gordon, 1997a).

The 1931 regulation not only failed to resolve the problems with the street vendors, but also
generated a milieu that encouraged corrupt practices and extortion. The fact that the regula-
tion provided government officials with the arbitrary power to ban or permit street vending—
as well as the authority and advantage it granted to police, officials, and inspectors over street
vendors—rapidly led to a corrupt relationship between government authorities and street ven-
dors. A newspaper editorial writer of the time pointed out: “This problem with the street
vendors... has turned into an irresolvable problem for the simple reason that... those who are
responsible for solving it are the same people who have in large part encouraged and created

it” (Gordon, 1997a:2).

Occasionally, public officials carried out police operations to clear a particular area of street
vendors, but the city government did not have a full and inclusive plan to deal with the street
vending problem. This situation persisted for 20 years, after which a new regulation was
finally put in place. During those years, economic conditions in Mexico and Mexico City

kept changing (Cisneros-Sosa, 1993; Gordon, 1997a).

7 An amparo is a form of constitutional relief found in the legal systems of Mexico, Argentina, Chile, Colom-
bia, Spain, the Philippines, and Haiti. In certain legal systems, predominantly those of Mexico and other Latin
American countries, an amparo remedy or action is an effective and inexpensive instrument for the protection of
an individual’s constitutional rights. Such remedies and actions, generally heard by supreme courts or constitu-
tional courts, serve a dual protective purpose: they protect the citizen and his or her basic guarantees, and they
protect the constitution itself by ensuring that its principles are not violated by statutes or actions of the state
that undermine the basic rights enshrined therein. In general, an amparo action is intended to protect all rights
other than physical liberty (which are generally protected by habeas corpus remedies). Thus, in the same way that
habeas corpus guarantees physical freedom, the amparo protects other basic rights. It may therefore be invoked
by any person who believes that any of his or her rights implicitly or explicitly protected by the constitution (or
by applicable international treaties) are being violated (Gozon Jr. and Orosa, 2008).
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An important political event took place towards the end of the 1930s: the National Action
Party (Partido Acciéon Nacional, PAN) was founded in 1939 by Manuel Gomez Morin, with
Efrain Gonzalez Luna, Aquiles Elorduy, and Luis Calderén Vega, among others, to represent
the interests of the business community and the Roman Catholic Church—which had been
stripped of legal recognition in 1917—and drew its support largely from the urban middle-
class and the northern parts of the country. The pAN—created as a political institution that
rejected caudillismo and searched for the institutionalization of democracy—won its first seats
in the Chamber of Deputies in 1946 and its first municipality in 1947. It became the most

consistent opposition party in Mexico throughout the 20th century (PAN, 2013).

4.2.3 The Mexican miracle and the import substitution industrialization model, 1 940—1952

The 1940s witnessed the start of the period known as the ‘Mexican miracle’, consisting on
rapid economic growth and lower levels of inflation, as well as the swift demographic and
physical growth of Mexico City. The economic boom was led by the manufacturing industry,
as a result of the implementation of import substitution industrialization (1s1) policies. The
1st model was a state-directed, centrally planned form of economic development carried out
by the Mexican government. It was based on a set of economic and trade policies that ad-
vocated replacing foreign imports with domestic production (Baer, 1972).™ Therefore, there
were abundant jobs in the manufacturing sector industry in Mexico City, which attracted hun-
dreds of thousands of individuals, who migrated from rural areas and other states in Mexico

(Gordon, 1997a).

Simultaneously, a big proportion of the city’s population—including the rich—started to
move out of the city center, to certain peripheral areas that were developing very fast. By 1950,
over 3 million people lived in Mexico City’s urban areas, one-third in the outskirts of the cap-
ital city (Table 4.1) (Cisneros Sosa, 1993; Gordon, 1997a; INEGI, 2010a). The modernization
and growth of the city’s infrastructure changed the face of the capital, turning it into a busy,

populated, and contaminated metropolitan area.

In 19571, President Miguel Aleman Valdés decided to modernize Mexico City’s outdated

market regulation, which addressed street vending in a tangential way. The new regulation

“Import substitution industrialization (1s1) is a method to achieve economic growth and socio-economic mod-
ernization. The 1s1is based on the premise that a country should attempt to reduce its foreign dependency through
the local production of industrialized products. 1s1 policies were enacted between 1940s and 1980s by countries
within Latin America with the intention of producing development and self-sufficiency through the creation of an
internal market (Baer, 1972).
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Table 4.1.: Population Growth: Federal District, Metropolitan Area, and Country

Year Federal District Metropolitan Area* Country
1900 541,516 344,721 13,607,272
1910 720,753 471,066 15,160,369
1921 906,063 615,367 14,334,780
1930 1,229,576 1,029,068 16,552,722
1940 1,7575530 1,802,679 19,653,552
1950 3,050,442 3,137,599 25,791,017
1960 4,870,876 5,251,755 34,923,129
1970 6,874,165 8,799,937 48,225,238
1980 8,831,079 13,354,271 66,846,633
1990 8,235,744 15,563,795 81,249,645
2000 8,605,239 18,396,677 97,483,412
2010 8,851,080 20,116,842 112,336,538
Source: INEGI (2010a), Censos de  DPoblacion 'y Vivienda  1900—20T0.

*The Metropolitan Area of Mexico City refers to the conurbation around Mex-
ico City, which is also known as greater Mexico City. It is constituted by the Fed-
eral District—composed of 16 delegations—and 41 adjacent municipalities of the
states of Mexico and Hidalgo. The reason why all these delegations and mu-
nicipalities are usually aggregated is because they all form a single conurbation.
NOTE: Over the course of the years, the composition of the so called Metropolitan Area
has changed; this explains the difference in census numbers between the Federal District and the
Metropolitan Area, particularly in the first decades of the century. It is until 1940 that there is a
homologation of the Metropolitan Area with respect to the Federal District.

expressly replaced all previous provisions, but had no comprehensive approach to solve the
problem of street vending. Instead, it only required street vendors to register with the Mar-
kets Department in order to perform their activity and empowered the city government to
distribute permits for ‘stands located outside of public markets’, on condition that they oper-
ated in specific ‘market zones’ under certain circumstances™ (Diario Oficial, 1951; Gordon,
1997a). The new regulation designated a perimeter in the city center in which it was prohibited
to sell live animals. It also prohibited selling alcohol inside and outside markets, but was not
very specific about street vending, with the exception of generally saying that it was against
the law to block public streets or establish stands in school zones, and near fire stations and
similar public facilities. The new regulation was confusing in its classification and definition

of vendors (a semi-fixed stand in the thoroughfare may have been considered part of the ac-

“The articles that refer to street vending in the new law are Articles 3.1v, 3.V, 3.vi, 7.1v, 7.V, 8, 9, 26, 28.111,
65, 67,72, 73, 74, Article Cuarto Transitorio, Article Noveno Transitorio, and Article Décimo Transitorio of the
new market regulation (Diario Oficial, 1951).
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tual market), and it did not define the characteristics of an ambulante or itinerant vendor.>°
The ban on selling competing products in front of or near a formal established business was

eliminated, as were directives for immigrants (Diario Oficial, 1951; Gordon, 1997a).

A further innovation of the 1951 regulation was that the city government acknowledged the
formation of vendor organizations—chapter vi of the 1951 market regulation—and required
them to have at least Too members (Diario Oficial, 1951). This requirement was understand-
able at the time for political and administrative reasons, and given the one party regime in
place. However, it proved critical later for the development of street vendor groups. This mea-
sure allowed government authorities the possibility to interact with street vendors in large
groups and not individually, which was obviously much more costly in time and effort. It
further reinforced the pre-eminence of organizations over individuals when dealing with the
government, another key factor for the future development of street vending groups (Diario

Oficial, 1951; Pyle, 1968; Gordon, 1997a).

However, the 1951 regulation, in what the street vendors referred to, was ineffectual in prac-
tice. Shortly after it was enacted, its repercussion was entirely annulled by the administrative

intervention of Ernesto P. Uruchurtu, the new mayor of Mexico City.

Although there were no elections in Mexico City for either a representative legislative body
or for the city’s executive authority until the late 1980s and mid-1990s, respectively, Mexico
City was seen as a key electoral target in presidential elections, as it held a large percentage
of the country’s population and because of its political significance as the center of power of
the country. Therefore, political parties wanted to win it to ensure a share of the votes and

the symbolism that came with it.

During the general elections of 1952, the PAN competed for the first time in a presidential
election with the candidate Efrain Gonzalez Luna. However, the main competition for the
PRI came from Miguel Henriquez Guzman, who was the candidate of the Federation of the
Mexican People’s Parties. Henriquez Guzman participated in the Mexican Revolution and
had been a member of the military sector of the pr1 (Estrada Correa, 2009), but in 1951 Hen-
riquez Guzman joined with other high-ranking members of the PRI to create a break-away
party of former PRI activists, which they called the Federation of the Mexican People’s Parties
(Federacién de Partidos del Pueblo de México) (Estrada Correa, 2009). Prominent members
of this new party included other former generals from the Mexican Revolution such as Gen-

ovevo de la O, as well as representatives of other political parties—even if these were not of-

**The regulation speaks about Ambulante A and Ambulante B but does not distinguish the difference between
them, except that the former may have a means of transportation (Diario Oficial, 1951).
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ficially registered—such as the Mexican Constitutionalist Party (Partido Constitucionalista
Mexicano) (Estrada Correa, 2009). The result was a broad alliance of political, pro-agrarian
reform, and social organizations, which seemed a serious challenge to the Pr1 (Flores Rangel,
2005; Estrada Correa, 2009). However, in the end the pr1 candidate Aldolfo Ruiz Cortines won
the 1952 elections with over 74 percent of the vote, followed by Henriquez Guzman with 15.9
percent, the PAN’s candidate Efrain Gonzalez Luna (third), and Vicente Lombardo Toledano
(fourth) from the Popular Party (Partido Popular, later to be known as the Partido Popular
Socialista, pps), which he had created in 1948 (Nohlen, 2005; Rodriguez Araujo, 1997). These
results set off a wave of protests from the Henriquistas in several states, which were violently
suppressed by the administration of President Miguel Aleman Valdés. Despite the intensity
of the protests, the results were not changed. Henriquez Guzman then retired from public life

(Flores Rangel, 2005; Estrada Correa, 2009).

4.2.4 The administration of Uruchurtu and subsequent years, 1952—1970

Ernesto P. Uruchurtu was mayor of Mexico City from 1952 to 1966. He was popularly known
as the ‘Regent of Iron” and is a central figure in the modern history of Mexico City and a key
player in the development of the street vending phenomenon in Mexico City. He is distin-
guished from other Mexico City mayors not only because of his authoritative style during the
modernization of the city during this period, but also because of his unparalleled 14 years in
office as mayor (Cross, 1995). In a nation where the person with control of the federal district
has the most powerful administrative position after the presidency itself, the normal pattern
was for presidents to appoint their own candidate for the position. For this reason, no other
mayor has ever survived the transition between one president and the next, and often more

than one serves under a single president.*"

Uruchurtu’s approach to the problem of street vending was highly authoritarian. Mexico
City’s street vendors who lived through this period regard it as an especially difficult time
(Barrios, 2010). Repression of street vendors, panhandlers, prostitutes, and political dissidents

was common during Uruchurtu’s administration (Cross, 1998).

Uruchurtu put into action a considerable public market construction program, building

more than 160 markets to accommodate more than 50,000 street vendors (Gordon, 1997a;

*'Uruchurtu served as mayor of Mexico City during three different presidential administrations: those of
Adolfo Ruiz Cortines (1952—1958), Adolfo Lopez Mateos (1958—1964), and Gustavo Diaz Ordaz (1964-1970).
He served from December 1, 1952, to September 14, 1966.
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Cross, 1995, 1998).** Approximately half of the public markets that existed in Mexico City
around 2ooo—including the La Lagunilla market, the Sonora market, the San Juan market and
the massive La Merced market which was demolished and reconstructed—were built under

Uruchurtu’s market construction program.

The public market construction program implemented by Uruchurtu entailed a huge bur-
den on the finances of Mexico City. In 1957, at the pinnacle of the market construction pro-
gram, construction expenses reached Mx$170 million, equivalent to 25 percent of the city bud-
get in that year (Gordon, 1997a).>? In contrast, some years later, records show that the annual
proceeds from market rents had hardly reached Mx$27.5 million. The Uruchurtu administra-
tion defended this spending by arguing that the construction of markets facilitated the fight
against inflation, given that official price controls could be readily applied and supervised in

public markets (Gordon, 1997a).

The range of goods and products sold in the marketplaces substantiated this rationale. Mar-
ket vendors nearly always sold goods related to basic needs, such as food and second-hand
clothes, but these marketplaces came to be a source of inflation instead of a remedy for it. The
reasons for this were two: the first one was that the high construction costs involved deficit
spending; while the second was related to the fact that public market inspectors took bribes

from the market vendors, whose cost was transferred on to consumers (Gordon, 1997a).

Uruchurtu’s activism is probably better understood not because of economic motivations
and price controls but because of local and national politics. In the 1952 general election,
the pr1 had lost in Mexico City and the voting middle-classes—many of whom had voted
against the PRi—were in favor of the policies of market construction and repression in order
to clear the street of vendors. Market construction reached its maximum activity very close
to election time. The PRI again won the majority of the votes in Mexico City at the 1955 mid-
term congressional election. In the 1958 general elections, the PRI vote exceeded 68 percent of

all votes (Cross, 1998).

The elimination of street vendors from the thoroughfare was an accepted aim among cer-
tain groups within the capital because it was genuinely necessary to take action to solve the
problems street vendors were creating. They had become an annoyance to neighbours, formal

established businesses, and government authorities; and could potentially become a real im-

**According to John Cross, between 1953 and 1966 a total 174 markets were constructed or reconstructed for
52,070 vendors, raising the number of public markets in Mexico City from 44 to more than 200 (Cross, 1998).

“John Cross states that between 1953 and 1958 alone, Mx$350 million were spent building or refurbishing
almost 9o markets, the equivalent of a little more than half of the entire budget for Mexico City in 1957 (Cross,
1998).
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pediment to the operation of the city. It is estimated that the number of street vendors reached
about 50,000 before the construction of the markets, as the new markets had space to house

that amount of street vendors (Gordon, 1997a; Cross, 1998).

The existence of these vendors at the time could not be attributed to a major economic
crisis or a temporary economic decline because the Mexican economy was going through a
phase of prosperity, the so-called ‘Mexican miracle’. In the 1950s and 1960s, GDP growth went
beyond 6 percent annually and the capital city profited from a large portion of the national
employment growth in industrial jobs (Gordon, 1997a).*4 Nonetheless, this enormous job
growth in the city was not enough to absorb the large number of migrants from rural areas

and other states.

As Mexico City developed, the proportion of the population of the Historical Center area
continued to fall in relation to the total population of the capital city. The Uruchurtu admin-
istration relocated several government bodies and institutions from the city center to more
remote areas within the city. For example, the National University was moved to the Coyoa-
can Delegation in southern Mexico City. Downtown Mexico City became a space to pass
through and shop rather than a residential area, although some middle and working class
people lived there (Cisneros-Sosa, 1993). In fact, these groups formed some of the most im-
portant constituencies for Uruchurtu, together with construction firms and urban developers.
The late writer and journalist Carlos Monsivais commented that “Uruchurtu was supported
by the middle-classes who were anxious about respectability, traditionalist sectors, those al-
ready here facing those who might come [Mexico City residents who did not welcome foreign-
ers and migrants], and, most importantly, groups of the economically powerful” (Monsivais,
1996:77).

In light of the above-mentioned allegiances, it was rather surprising that 40,000 ex-street
vendors—converted in market stall tenants*>—emerged to support the PRI in the general elec-
tions of 1958. Actually, the policies promoted by Uruchurtu were somewhat ambiguous for
street vendors. Those vendors with a place in the markets had an established, secure, and

low-cost facility, from which they could derive a good living, but they had to sacrifice the

*This is not what one would expect from the cyclical relationship between economic performance and
informality—that when the economy grows, the informal sector decreases; when the economy shrinks, the in-
formal sector increases. Here, what was happening was that the economy was growing and so was the informal
sector.

“They were lessees, not owners of the stalls. The city government was the legal owner of stalls in public
markets during the Uruchurtu market construction program.
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advantages of working in the streets, such as good commercial sites and their freedom of op-

eration (Gordon, 1997a; Cross, 1998).

The prI used the concession of stalls in the markets politically, as it had in its tolerance and
recognition of informal settlements, to win support for the party (Cornelius, 1975). Govern-
ment officials had the power to issue, extend, or revoke the offer of a market space ad libitum,
and street vendors who were excluded from the markets and kept selling on the streets were

treated violently by the police (Cross, 1995; Gordon, 1997a).

These circumstances made vendor leaders obliged to the government authorities and the
PRI, and ready to comply with their orders. This was a classical example of political clien-
telism, which helped to strengthen the PR1’s political machine (O’Donnell, 1997).2° The same
modus operandi prevailed within street vendor organizations. Street vendor leaders extracted
payments in advance from their vendor members in return for the guarantee of a market space.
Once they were inside the market, the vendor members continued to depend on their vendor
leaders to mediate and intercede with government officials for maintenance and other services
in the market. This ensured that vendor members continued to depend on their leaders (Gor-

don, 1997a; Cross, 1998; Monge, 2009).

The relocation to enclosed markets converted informal street vendor organizations into or-
ganizations of market stall tenants. Once they were in a market, vendors became—in essence
and effectively—formally established merchants.*” Very few vendors remained on the streets,

although the government did not succeed in removing them completely (Gordon, 1997a).

Ernesto P. Uruchurtu resigned from his post in September 1966, partly as a result of his

differences with President Gustavo Diaz Ordaz. Because of the length of his tenure as Mex-

26 A “political machine’ is a disciplined political organization in which an authoritative boss—or small group—
commands the support of a group of followers (usually campaign workers), who receive rewards for their efforts.
Even though these elements are common to most political parties and organizations, they are fundamental to
political machines, which depend on hierarchy and rewards for political power, often enforced by a strong party
whip (enforcer) structure. Political machines sometimes have a political boss, and often rely on patronage, the
spoils system, behind-the-scenes control, and long-standing political connections within the structure of a repre-
sentative democracy. Political machines are typically permanent instead of organized for a single election or event.
Even though the term ‘political machine’ dates back to the 20th century in the United States, where such orga-
nizations have existed in some municipalities and states since the 18th century, similar political machines have
been described in Latin America, where the system has been named ‘clientelism’ or ‘political clientelism’, and
also in some African states and other emerging democracies, such as post-communist Eastern European countries
(Encyclopedia Britannica, 2013).

*7As a matter of fact, moving from the streets to a market is a way for street vendors to become formal, es-
tablished vendors, although it is an expensive way to do it. As mentioned earlier, in Uruchurtu’s public market
construction program, vendors were not owners but lessees of their stalls (as opposed to the plaza construction
program of Camacho Solis where vendors were the owners of the stalls), but they had a formal and established
place to sell regardless of the ownership of the stalls.
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ico City mayor and the power he had accumulated during this time, Diaz Ordaz thought
Uruchurtu was a threat to his presidential authority, and the political culture of the time dic-
tated that no one should have more power than the president, so that he could stand out
(Lerner de Sheinbaum and Ralsky de Cimet, 1979). The departure of Uruchurtu was precip-
itated when he ordered the removal of a community of informal settlers, which was executed
with excessive force and violence. This caused a negative reaction from several branches of
the government and the ruling party, which resulted in Uruchurtu’s resignation (Cross, 1998).
Without delay, the repression against street vendors was reduced and market construction
slowed down. Little by little, the streets of the city center that had been vacated by brute force
were filled once more with informal commercial activity, and the return of a profitable scheme

of corrupt toleration (Gordon, 1997a).

In 1967, the government issued a new vending decree under the pretext of maintaining ve-
hicular transit in the city center area, which should be “comfortable, expeditious, and safe”
(Gordon, 1997a:3). The new regulation mapped out a new area where street vending was for-
bidden within the Historical Center and established sentences of up to 36 hours in prison if
the law was infringed (Gordon, 1997a), but the new mayor of Mexico City, Alfonso Corona

del Rosal, did not implement it forcefully.

For now, street vendors were still recovering from the harsh repression of the Uruchurtu
administration. This gave Mayor Corona del Rosal the opportunity to demonstrate to the
public that he was generous to the poor. After some time, the city government relapsed into
the practices of the 1940s which consisted on a scheme of corrupt toleration, sporadic police
operations, and the absence of future plans to deal with the street vending dilemma (Gordon,
1997a).

After the decree of 1967, the legal situation of informal street vendors did not change for

the next 26 years.

4.2.5 Corruption, the birth of modern street vendor organizations, and the Debt Crisis, 1970—1988

The continuous decades of PRI rule created a broad culture of ilegality, which resulted in a
social norm of non-compliance. Among the regime’s basic codes of conduct, corruption ap-
peared to be one of the most fundamental, with impunity starting at the highest levels (Preston

and Dillon, 2004). During the end of the 1970s and early 1980s, particularly during the presi-
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dency of José Lopez Portillo (1976-1982), corruption reached alarming levels. His administra-
tion epitomizes what is perhaps the most corrupt period in the recent history of Mexico.?® “A
politician who is poor, is a poor politician” was a saying attributed to Carlos Hank Gonzalez,
the Mexico City mayor from 1976 to 1982. He applied this principle vigorously throughout
his career, and his administration in Mexico City was no exception. Hank Gonzalez started
as a rural school teacher in his native State of Mexico but became immensely wealthy as a
mayor by contracting city construction projects to his own companies (Preston and Dillon,
2004); in particular the construction of the ejes viales (road axes)—a vast network of wide
arterial roads crossing Mexico City constructed in the late 1970s—is said to have been par-
ticularly lucrative for him (Flores Rangel, 2005). He is also remembered for constructing the
Central de Abasto (Groceries Center), Mexico City’s main wholesale market for produce and
other foodstuffs, run similarly to traditional public markets. It was established to be the meet-
ing point for producers, wholesalers, retailers, and consumers for the entire country. Hank
Gonzalez best exemplified the PRI’s old guard and all of its vices. The Mexican political class
referred to him as el profesor (the teacher) to point out the discrepancy between his humble
origins and his later prosperity (Preston and Dillon, 2004), and it was also an ironic way to

refer to his ability to mix private business with public affairs for his own benefit.

Using money to get around the law and regulations was a cultural norm. Paying a bribe
to a policeman or a public servant was simpler than going through the legal procedures, if
they existed, to pay for a traffic ticket, get a driver’s license, a construction permit, or a selling
permit, or to register a property title or a new car. Individuals were continuously induced
to bend the rules to carry out the essential tasks of life, involuntarily becoming accomplices
in the larger corruption of their government authorities and politicians (Preston and Dillon,

2004).

Though the total number of street vendors in Mexico City in the 1970s is unknown and
could only be approximated—one estimate puts the number in 32,000 in 1971 (Gordon,
1997b)—street vendors, government authorities, businessmen, and academics involved in

street vending noted an important rise in the activity in the mid-1970s, occurring simultane-

*¥The personification of the rampant corruption of this time was Chief of the Federal District Police, Arturo
Durazo Moreno, who was under the orders of Mayor Hank Gonzélez but a longtime friend of President Lopez
Portillo. Durazo Moreno converted the Mexico City police into a criminal organization. Although he earned a
public servant’s salary, he built two lavish houses, in Mexico City and Zihuatanejo, had a collection of luxurious
automobiles, and bought properties abroad (Gonzalez G., 1983). Durazo Moreno made a fortune in unlawful
wealth from the bribes paid by every cop in the city, from extortion of other government officials, and from kick-
backs on the purchase of police equipment. He was involved in the cocaine trade to the United States among other
criminal activities (Gonzalez G., 1983; Flores Rangel, 2005).
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ously with a slowing down of the economy and a lack of adequate formal sector employment
that could absorb the number of unemployed citizens looking for a job (Cisneros-Sosa, 1993;

Gordon, 1997a).

The numbers again grew significantly following the 1982 Debt Crisis. Estimations of the
number of street vendors in 1988 ranged from 100,000 to over 700,000 in the capital city, and
from 9,500 to 40,000 in the Historical Center alone* (Ramirez, 1983; Correa, 1987; Gordon,
1997b).

In addition to the contingencies in the economy mentioned above (economic slowdown
and lack of adequate formal jobs), other circumstances played a part in the increase of street
vendors throughout the 1970s and 1980s. The population of Mexico City increased by 29
percent between 1970 and 1980, from approximately 7 million to 9 million people in only one
decade (Table 4.1) (INEGI, 1990; 2010a). Urban planners were unsuccessful in building new
public markets to keep up with the rising demand from millions of new inhabitants of Mexico
City (Gordon, 1997b). The lack of new established public markets ensured the prominence
of informal street markets and informal street vendors in the metropolitan area. In addition,
the building and opening of the Sistema de Transporte Colectivo—the underground service
better known as the Metro—in 1969, with its focal point in the city center area, as well as the
exodus from the Historical Center by residents and some formal established businesses, made

this area especially susceptible to invasion by street vendors (Gordon, 1997a; Cross, 1998).

The conversion of the Historical Center from a place to settle to a crossing place was fast.
Street vendors proliferated on empty storefronts, vacant lots, and run down streets through
which many commuters, visitors, and travelers passed daily. Street vendors also invaded the
Metro system in the thousands, occupying its entrances, corridors, passageways, and even

Metro train cars (Gordon, 1997b; Cross, 1998).

Efforts to remove and relocate street vendors intensified in the mid-198os (Correa, 1987;
Monge, 1987; Cross, 1998). The two delegations?**—Cuauhtémoc Delegation and Venustiano
Carranza Delegation—that include the oldest parts of the city (including the Historical Cen-
ter) started relocating clusters of street vendors from more congested to less congested streets.

This move was a response to the concern of the public about the noticeable degradation of the

*Other source give even larger numbers, estimating that there were between 45,000 and 60,000 people in the
Historical Center (Monge, 1987).

3°As mentioned earlier, the Federal District Charter was amended in December 1970. Among its changes, it
matched the term ‘Federal District” with ‘Mexico City’. In addition, it disappeared the Central Department or
Centro (officially called Mexico City) and created four new delegations (Miguel Hidalgo, Benito Juarez, Venus-
tiano Carranza and Cuauhtémoc), arriving at the 16 delegations we have at present.
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most venerated urban area in the country (the Historical Center). Furthermore, formal estab-
lished merchants affected by the Debt Crisis had appealed for action from the city government

(Gordon, 1997b).

The formal established businesses, assembled in the ‘official’ canaco and autonomous
neighborhood business associations, accused street vendors of various misdemeanors, includ-
ing disloyal competition, tax avoidance, health risks, safety dangers, and even visual pollution
(Correa, 1987). The vehicular traffic and circulation problems caused by street vendors also
provoked the indignation of many city residents. During the 1980s, traffic became a partic-
ularly sensitive matter since air pollution had reached critical levels in Mexico City and was
now a public health problem (Correa, 1987; Cross, 1998). The city authorities, acknowledg-
ing that the economic resurgence of the Historical Center was not going to be possible if there
was no cooperation from formal established businesses, progressively started to take action

(Cross, 1998).

As mentioned before, for a long time, the actions performed against street vendors by the
city authorities were inadequate and weak, only executed to fulfill the expectations of the
cANAco and middle-class city residents. Powerful vested interests hampered authentic and
thorough control and suppression of street vending. The government bureaucracy set up for
dealing with street vendors did not have an organization with sufficient consistency and co-
herence. The 16 delegations that constitute Mexico City were unsuccessful in coordinating
their actions, either between themselves and/or with the different agencies and bodies of the
central government dealing with street vending issues. Within the Mexico City government,
various agencies, including the judiciary, the treasury, the Metro administration, and the Gen-
eral Coordination of Supply and Distribution in the Federal District (Coordinacién General
de Abasto y Distribucion del Distrito Federal, coaBasTo)—the central agency responsible of
food supply and markets in Mexico City—demanded authority and control over street vend-

ing, increasing the disorder (Gordon, 1997b; Cross, 1998).

The legal chaos in which the street vendors operated gave authorities the power to make
selling permits entirely discretionary. For example, the tax code included a category with
specifications for street vendors, but city regulations banned the obstruction of the thorough-
fare by street vendors (Gordon, 1997a). In the same way, the Mexican constitution grants the
right to participate in economic pursuits and occupations that do not damage third parties (a
provision that is open to various interpretations and therefore can be used to justify the street
vending activity). However, Mexican presidents and Mexico City mayors had issued decrees

forbidding street vendors from carrying out their economic activities in certain areas of the
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capital city.3' Furthermore, given that the government authorities did not have a single list of
the selling permits or street vending licenses allotted, street vendors frequently evaded justice
by using forged documents. This state of affairs gave government officials a space for both

policy maneuvering and corruption opportunities (Gordon, 1997a).

On the morning of September 19, 1985, an earthquake of a magnitude of 8.1 on the Richter
scale struck several states of southern and western Mexico, including Mexico City, leaving be-
hind a wake of death and destruction. It is believed the earthquake caused more than 10,000
deaths and left considerable damage in the Mexico City area, particularly the city center. The
damage was evident not only in the destruction of buildings and the loss of lives but also in
political and social spheres, as it was immediately clear that the government was unable to
provide basic relief for the city and its inhabitants (Kirkwood, 2000). The government’s re-
sponse to the earthquake was widely criticized at various levels of Mexican society, being seen
as authoritarian, corrupt, and incompetent (Haber, 1995; Monsivais, 2005). As many of the
collapsed buildings were of recent construction and public works projects, the government
was seen to be at fault because of mismanagement and corruption carrying out these con-
structions. The government itself realized that it could not handle the crisis through already-
established institutions alone and decided to open the process up to opposition and civil so-
ciety groups (Haber, 1995; Monsivais, 2005). Grassroots organizations rapidly mobilized,
providing food, medicine, shelter, and material for the reconstruction. These civil society
groups proved to be more capable than the government in some instances, resulting in impor-
tant tests to the authority of the Pri. The intervention of non-pPRI organizations where the
government could not act also took its toll on the reputation of the prI. Historian Burton

Kirkwood (2000:23) stated:

Out of the disaster emerged the realization that a viable civil society existed in
Mexico. This revelation caused many to consider why they needed a centralized
state that so obviously could not care for its people. As a consequence, the oppo-
sition movements pointed to the government’s shortcomings and advanced can-

didates for the greater goal of defeating the pri.

As if this were not enough, more pressure in support of a policy of tolerance in favor of street
vendors came from the popular sector of the PRi—the so-called National Confederation of
Popular Organizations (CNor)—a political sector of the party to which several organizations

of street vendors were affiliated.

3By 1996, there were 16 legal codes that, on one hand, allowed the exercise of street vending and, on the other,
penalized it (Monge, 1996b), as it will be seen later in this chapter.
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The rr1 had serious concerns about its support among the lower and middle-classes in Mex-
ico City, as a result of the 1968 student movement crackdown,?* and as a consequence of the
economic crisis of 1982 and the earthquake that hit Mexico City in 1985 (Correa, 1987; Gor-
don, 1997b; Cross, 1998; Philip, 1998). To improve the image of the PRI as an advocate of
the people and a protector of the poor, the cNopP openly condemned the actions taken against
street vendors. Simultaneously, delegation officers urged street vendors to side with vendor
organizations that were structured under the cNop guidance. As we will see later, these street
vendor organizations grew in dimension and complexity, and effectively became a significant

political support base for the rr1 (Gordon, 1997a).

At this time and under this scenario, one might argue that the lack of solution to the prob-
lem of informal street vending was merely the result of a political decision of the government
authorities; particularly because of the political capital that the street vendors represented to
the party and to the lack of clear jurisdiction over which governmental agency was responsible
for implementing any action against street vendors. In other words, there was no political will

to find a solution to the street vending problem because it was in nobody’s interest to do so.

Street vendors served as infantrymen in the PRI’s struggle to maintain political support in
Mexico City, and sometimes beyond it (Chavez, 1986; Cross, 1998). In the 1980s, it was com-
mon practice for many street vendors belonging to these pri-affiliated groups to demonstrate
publicly in support of the party. They waved flags and chanted political slogans in favor of PRI
candidates in electoral or political public rallies, cheered and applauded the president or the
mayor at public appearances, and sometimes supplied disaster relief in other states (Chavez,

1986; Gordon, 1997b; Cross, 1998).

Some observers claim that street vendor leaders channeled funding to the political cam-
paigns of the PrI. In exchange, street vendors expected their political patrons to support and
defend their cause before government and party authorities (Gordon, 1997b; Cross, 1998).
Gordon (1997a:4) described how one vendor explained this in simple words: “We expect the

support of the PRI because we have given it to them when they call us to attend their events.”

3*The 1968 student movement crackdown—also known as the Tlatelolco massacre—was the killing of an es-
timated 30 to 300 (but the real number is unknown) students and civilians by military and police on October 2,
1968 at the Plaza de las Tres Culturas in the Tlatelolco area of Mexico City. The event was an action taken by
the Mexican government to suppress the student movement of 1968—a social movement that included students,
professors, intelectuals and workers—which sought the democratization of a state characterized by its authoritar-
ianism and its abuse of power. The event is considerer part of the Mexican dirty war, when the government used its
forces to suppress political oposition. It is believed that this movement and its terrible outcome prompted a more
active and permanent critical attitude of the civil society (especially in public universities) towards its government,
as well as contributing to the development of urban and rural guerrillas in Mexico (Poniatowska, 1998; Pensado,
2013).
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Some of the largest and most powerful street vendor associations that currently exist—for
example the association established by Alejandra Barrios—emerged at the end of the 1970s
as a response to the government crackdowns of street vendors. Following the economic and
natural disruptions of the 1980s, the number of people joining these organizations increased
rapidly. For example, Guillermina Rico’s organization had more than 10,000 members, be-
coming the most important vendor organization at the time (Gordon, 1997b; Cross, 1998).
The government authorities, explicitly or implicitly, collaborated in the development of these

organizations. They were all affiliated to the pr1.33

Thus, because of the organizational structure of the government—and the PRI—street ven-
dors who wanted a selling permit could not request one directly from the relevant government
authorities. They had to go to an ‘established’ or ‘accredited’ street vendor leader to obtain
it.>* While base members of the street vendor associations were not coerced into officially join-
ing the PRI, they were certainly required to attend public meetings, political rallies, and other
activities to demonstrate their political support. Those who did not do so lost their ‘vend-
ing rights’ for up to three days, or even more, and those who wanted to break away from the

organization were usually subjected to violent retaliation (Gordon, 1997b; Cross, 1998).

The balance of power in the Historical Center was getting more and more volatile in the
final part of the administration of President Miguel de la Madrid (1982—1988). Dissatisfied
and frustrated with the government’s passive posture over street vending, several radical com-
ponents of the Historical Center’s formal business community started to quit the cANACO

(Gordon, 1997b).

Following the economic crisis of 1982 and the earthquake of 1985 the number of street
vendors working in the city increased weekly (Philip, 1998), and the plans to improve and
revitalize the Historical Center put pressure on the authorities to take action against street
vending activities. The government bought some time when it implemented an insufficient
relocation program—which basically consisted of moving street vendors from one street to
another—in the mid-198os, but by the end of the 1980s it was clear that a new approach was

essential (Gordon, 1997b; Cross, 1998).

3This relates to the concept of ‘compulsory affiliation’ discussed in Chapter 3.
34This relates to the concept of ‘forced mediation’ discussed in Chapter 3.
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4.3 The Camacho Solis administration, the Peso Crisis, and subsequent years (1988—
1997)

4.3.1 Political framework

On Wednesday July 6, 1988, Mexicans went to the polls to elect a new president and a new
congress. The 1988 elections were to be a unique development in the history of Mexico. The,
PRI, created in 1929 after the Mexican revolution, had dominated Mexican politics for 59 years.
Initially conceived as an institutionalization of the ideals of the Mexican revolution, little by
little the pr1 had evolved into an authoritarian regime with a political culture of its own and

practically no real opposition.

This time things were different. The pRr1 presidential candidate, Carlos Salinas de Gortari,
was confronted for the first time with true competition. His main competitor for the presi-
dency, Cuauhtémoc Cardenas Sol6rzano, was a former PRI member and the son of a popular
former PrRI-emanated president, Lazaro Cardenas del Rio. Cuauhtémoc Cardenas had left
the PRI in protest over the presidential nomination of Carlos Salinas and because he did not
share the economic policy orientation of the incumbent government of Miguel de la Madrid.
Cardenas’ resignation from the pri led to his nomination as the presidential candidate for the
left-wing coalition, the National Democratic Front (Frente Democratico Nacional, FDN33);

Manuel Clouthier was chosen as the candidate of the right-wing National Action Party (PAN).

Several sources state that the first results showed Cuauhtémoc Cardenas had an important
lead at the end of election day, July 6, 1988, but Manuel Bartlett Diaz, Minister of the Interior,
who then performed as chairman of the Electoral College during the elections, announced
that the electoral results could not be given at that time because the counting system of the
Electoral College had collapsed, an event that would come to be known as la caida del sistema

(the system crash).

A week later, when the results were finally made public, Carlos Salinas was declared the
winner with 50.4 percent of the total vote (Preston and Dillon, 2004), but the opposition
candidates—among them Cuauhtémoc Cardenas—did not accept the results, declaring the
election to be invalid. This led to protests taking place all over the country. However, the op-
position parties were unable to prevent Carlos Salinas from being declared president-elect by

the Chamber of Deputies—in which the PRI had an advantage of 20 more deputies in front of

3The National Democratic Front will eventually evolve into the Party of the Democratic Revolution (PRD).

154



THE CAMACHO SOLIS ADMINISTRATION, THE PESO CRISIS, AND SUBSEQUENT YEARS

the competing set (1ru,1988). In addition, the government of the incumbent president, Miguel
de la Madrid, always maintained the legality of the elections. Carlos Salinas de Gortari was
sworn in as president on December 1, 1988. Nevertheless, Cuauhtémoc Cardenas and the
opposition—including a segment which later became the Party of the Democratic Revolution
(PRD)—together with the PAN and almost all other electoral observers, always maintained that

the results had been rigged and therefore the elections were illegal.

4.3.2 The issue of legitimization: the need for popular support

When newly elected president Carlos Salinas de Gortari appointed Manuel Camacho Solis as
mayor of the Federal District in 1988, the PRI was facing more difficulties than it had in pre-
vious administrations in Mexico City. The citizens still suffered from the impact of the 1982
Debt Crisis and were also discontent with the government’s handling of problems resulting
from the devastating earthquake of 1985 in Mexico City. This situation had led to a decline
in the popular support for the party in the capital city, reaching the lowest point at 27 percent
(Davis, 1994). Moreover, for the first time since the inception of the PRI, two opposition sen-
ators and a large number of opposition deputies were directly elected to the Senate and the
Federal Chamber of Deputies. The election of President Salinas itself was over-shadowed by
wide-ranging charges of fraud. Itis argued that only a careful manipulation of votes preserved
a narrow majority for the Pr1 in the new local assembly, which was the first elected representa-
tive body for the Federal District3*—the Assembly of Representatives of the Federal District3”

(Asamblea de Representantes del Distrito Federal, ARDF)3.

3¢ Although this assembly had limited legislative powers, it was the first time since 1928—year in which the
municipality system was abolished in the Federal District—that the inhabitants of Mexico City were able to elect
their representatives.

7The Assembly of Representatives of the Federal District (ARDF) is born by decree—published in the Diario
Oficial (the government’s official gazette) on August 10, 1987—as a body of citizen representation with powers to
issue edicts, ordinances and regulations for the police and good governance. It was first constituted in 1988 and
is the predecessor of the current Legislative Assembly of the Federal District (ALDF). As a result of the Political
Reform of the Federal District—which was published by decree in the Diario Oficial on October 25, 1993—the
ARDF became a governing body with powers to create legislation for the Federal District. Through this decree, the
third ARDF officially becomes a legislature in 1994. A new decree was published on August 22, 1996, which amends
Article 122 of the Constitution and denominates the Mexico City legislative body as the Legislative Assembly of
the Federal District (Asamblea Legislativa del Distrito Federal, ALDF). The same law states that it will be composed
of deputies rather than representatives (ALDF, 2013a).

3¥The general elections of 1988 marked a milestone for the street vendor conflict in the Federal District. The
electorate in the capital had voted substantially for the left-wing opposition embodied in the National Democratic
Front and the new mayor, Manuel Camacho Solis, was committed to regaining their support. For this to happen,
government authorities knew it was essential to find a solution to the street vending dilemma. Thus Camacho
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In an interview for this research, Manuel Camacho Solis (2010) said he remembered those
times as being very difficult for the pri. He said that he had realized that the city could not
be governed using the traditional approach to public administration in which the Federal Dis-
trict was just an arm of the federal government in charge of delivering public services. He had
thought that during that difficult period the strategy needed to be different. The administra-
tion of the Federal District had to govern as it would govern in any other state in Mexico, in
one of two ways: using authoritarian methods (because the opposition was very strong), or
together with the opposition. He selected the second option. To show the conciliatory ap-
proach his administration would have, Camacho decided to present his plan for government
at the ARDF, even though he was not required to do this. He wanted to send the message that
he would govern by consensus, which gave the impression he was limiting his powers, but he
said that he greatly strengthened them (Camacho Solis, 2010). Thus, the mayor capitalized
on the newly formed local assembly—the ARDF—to gain time and support by discussing his

plans for government in this forum (Gordon, 1997b).

Determined to change the nature of the Mexican political and economic systems, President
Salinas decided to implement a neoliberal program. He accelerated the privatization of state-
owned enterprises, thoroughly revised the agrarian code eliminating the constitutional right
to the ¢jidos?® (using the argument of low productivity), liberalized international trade and
opened direct negotiations with Canada and the United States, which led to the signing of the
North American Free Trade Agreement (NAFTA) in December 1992 (Cross, 1998; Philip, 1998).
At the same time, President Salinas promised extensive electoral reforms that would eventually
debilitate the PRI’s tight control of Mexican politics. These changes directly undermined the
traditional corporatist structure of the PRI as the privatized companies laid off workers, rural
peasants became more independent, and commercial capital was granted greater power (Cross,

1998; Thornton, 2000; Shefner, 2006).

At the national level, President Salinas concentrated his efforts on programs that underlined
the direct role of the state, such as the conditional cash transfer program called Solidaridad.#°

This social program was administered directly by the presidency and provided resources to

Solis proceeded with prudence and discretion during the first three years of his administration (Gordon, 1997b;
Cross, 1998).

*In Mexico, an ejido is an area of communal land used for agriculture, on which community members indi-
vidually possess and farm a specific parcel.

4The National Solidarity Program (Programa Nacional de Solidaridad, known as PRoNAsOL or Solidaridad)
was launched on December 2, 1988, as the first government action of the Salinas administration. It sought to
achieve greater social justice beyond a scheme of transfer of resources or targeted subsidies. To achieve this, the
project needed not only the support of the government but also the organized participation of the population,
driven by a sense of nationalism and social development.
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communities for self-improvement; it served as an umbrella of resources as previously exis-
tent social programs were channeled through Solidaridad to service the poor. Many pub-
lic markets were designated as Solidaridad projects, and the distribution of basic goods at
subsidized prices was channeled through the program as well. By following these strategies,
President Salinas was trying to swap the image of a benign government from the PRI to the
presidency—even as he reduced funding for these services—and in this way capitalize on the
political benefits of these initiatives. Throughout the country, huge advertising campaigns

publicized the benefits Solidaridad and NAFTA allegedly provided.

President Salinas confronted far greater problems in Mexico City. The low-cost, symbolic
rents for public market vendors and the de facto tax-free privileges of street vendors—both
emerging as a form of subsidy of popular commerce—undermined his plans to implement
a neoliberal program by cutting subsidies, broadening the tax base, reducing the tax rate
for formal firms, and providing an optimal environment for foreign investment (Cross, 1998).
Public market vendors refused government plans to privatize their stalls—even when the city
government offered to provide the titles for free—since they would have to pay maintenance
costs and repair bills for the deteriorating market buildings. Therefore, the city government
turned to street vendors, who did not have legal rights to the space they occupied on the street,

to attain some of its neoliberal objectives (Cross, 1998).

In this way, the formalization of informal street vending turned into one of the key elements
of a wider plan to apply a more rigorous and uniform tax code on commercial businesses in
the city, which would be tough on tax evasion among formal small shop-keepers as well as
public market vendors and street vendors. The expected results would increase tax revenues

and eliminate the advantage small merchants had over large commercial outlets (Cross, 1998).

However, Salinas’ position at the beginning of his government was weak and unstable. His
questioned presidential election victory had taken from him the legitimacy he needed to carry
out these projects. Even within his own party his influence was not complete; his cabinet
was made up largely of political figures, such as Manuel Bartlett, Carlos Hank Gonzalez, and
Jorge de la Vega Dominguez, whose power bases were secured in the corporatist structure

of the pr1 and owed little direct loyalty to Salinas for their positions (Camp, 1990). His own
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camarilla*" members only controlled the economic portfolios. Luis Donaldo Colosio,** who
had been the manager of Salinas’ presidential campaign and was in Salinas’ inner circle, had
been elected as a senator for the state of Sonora, and did not form part of Salinas’ cabinet until
later. Even Manuel Camacho Solis himself was considered to be only a marginal member of

Salinas’ camarilla.

As a result of this lack of legitimacy, most of Salinas’ actions in the first half of his presidency
(1988—1991) were those he could directly manage. That is, he was occupied with national
economic policy—the privatization of businesses, the liberalization of trade, the negotiation
of NAFTA, and the Solidaridad program—areas directly under the control of the presidency and
from where, eventually, Salinas was largely able to legitimize his presidency and consolidate

his position of power (Cross, 1998).

4.3.3 Politics at work: the Mexico City of Camacho Solis

In Mexico City, Camacho Solis adopted a careful, slow-paced policy towards informal street
vending experimenting with isolated relocation projects in targeted areas,*? even as the size
of informal street vending continued to grow. These projects were administered by the dele-
gations* (boroughs) rather than the central city government. They were different from past
administrations’ attempts to control informal street vending in one important aspect. Rather
than building government-owned markets whose stalls would be leased to informal street
vendors at a subsidized rate, the city government resorted to the construction of ‘stalls in
condominium’—permanent stalls sold to informal street vendors whose maintenance costs

were the responsibility of the street vendor associations (Monge, 1992d; Cross, 1998).

These projects required extensive negotiation between the street vendor associations and

the delegations, backed up by the threat of the use of police force against street vendors in

*'A camarilla or clique is a political interest group, in this case, within a political party—a partnership between
individuals or groups of individuals, united by a common interest, who promote the interests of those who are
part of the group, while at the same time frequently preventing or impeding the interests of those outside that
group.

4*On December 3, 1988, Luis Donaldo Colosio was appointed chairman of the PrI’s National Executive Com-
mittee by President Salinas, in a political move to gain more control over and support from his party. Colosio was
eventually selected by President Salinas as his successor, but was assassinated in March 1994.

#Two such areas were the Basilica de Guadalupe and La Merced. The basilica, a cathedral to the Virgin of
Guadalupe, which attracts thousands of visitors and pilgrims a day, had become surrounded by a large street
market of itinerant vendors selling religious items and food. In a section of La Merced, a market zone near the
Historical Center, a prosperous street market had re-emerged during the preceding three decades (Cross, 1998).

#A delegation (delegacion) is a territorial division within the Federal District.
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these areas—a policy of stick and carrot—and the promise that new street vending activity
would not be allowed in the surrounding streets. Moreover, city officials insisted that any
informal street vendors who were not already organized should become members of an asso-
ciation, and be affiliated with the Pr1 (Monge, 1992a).45 At the same time, the street vendor
associations were required to collect down payments for the ‘stalls in condominium’ from the

vendor members while they were still selling on the street (Cross, 1998).

Cross (1998) argued that from the commercial point of view, this pilot version of the ‘stalls
in condominium’ scheme was a complete failure.#® Street vendors preferred to lose their stalls’
down payments—which many viewed as a surcharge on street vending—than to pay monthly
mortgage payments while their clients went elsewhere. Cross pointed out that the new markets
could be seen as a relative success in one sense, however. After acknowledging that the markets
with ‘stalls in condominium’ were ‘white elephants’ from a commercial perspective, one city
official cited by Cross explained that they gave the city government the ‘moral right’ to keep
the surrounding streets free of vendors, even though the street vendors only moved to the
other side of the street (Cross, 1998). In the meantime, the number of informal street vendors

increased noticeably in other areas of Mexico City.

In the Cuauhtémoc Delegation*”—which includes the Historical Center, Tepito, and most
of La Merced neighborhood—there was little success in getting the street vendors out of the
streets despite talks with vendor organization leaders and a series of proposals for their re-
location into empty plots of land made available after the 1985 earthquake. Conversely, the
number of informal street vendors in the area grew significantly following a series of street
invasions during the first half of the Camacho Solis administration. With corruption and
disorganization within the delegation administration and with more than 6o different street
vendor organizations competing for space in the delegation, local planning seemed unfeasible

(Cross, 1998). Figure 4.1 shows the 16 delegations of the Federal District.

#Unorganized street vendors were taken away from the Basilica de Guadalupe area but then followed sugges-
tions from city officials to form an association affiliated with the pri, after which they were included in the project
(Cross, 1998).

4 According to Cross (1998:191) “although the city constructed a series of concrete stalls in the area of the
Basilica, only those closest to the Basilica were actually occupied; the rest of the vendors left to sell in other areas.
In La Merced a 1,100-stall market called San Ciprian, finished in 1990, was never more than 30 percent occupied.”
Other sources said the San Ciprian market remained empty at least during the two following years after it was
handed in to the vendors (Monge, 1992¢).

#The Cuauhtémoc Delegation includes the so called Historical Center (Centro Histérico) of Mexico City,
which has the largest proportion of economic activity of the Federal District. It also has the highest rate of muse-
ums, libraries, theatres, and cinemas per square meter in the country.
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Figure 4.1.: The 16 delegations that form the Federal District. (The Cuauhtémoc Delegation
is shown in dark)

Gustavo
A. Madero

Azcapotzalco
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Hidalgo

Benito
Juarez

uajimalpa Iztapalapa
de Morelos
Coyoacan ®
La Magdalena
Contreras

Milpa Alta

Source: Instituto Nacional de Estadistica, Geografia e Informatica, 2009.

Yet, the position of Camacho Solis and other high-level city officials towards street vending
was far from hostile. What is more, when in January 1990 a group of formal small merchants

and shop-keepers in the Cuauhtémoc Delegation obtained a ruling from the Supreme Court
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of Justice that prohibited informal street vendors from setting up in front of their shops, Cama-
cho Solis condemned the attitude of the formal merchants as “bordering on fascism” (Monge,
1990a:66; Cross, 1998:192) and asked for respect for the right of informal street vendors to

make a living and provide for their own survival (Monge, 1990a; Cross, 1998).

Similarly, the director of the Cuauhtémoc Delegation,*® Ignacio Vazquez Torres, spoke in
favor of street vending in a report to the ARDF, criticizing those who “with a baroque vision,
feel that the Historical Center should be a reflection of the greatness of our ancestors, but
not a mirror of the social reality that we live in” (DDF-Delegacion Cuauhtémoc, 1990; Cross,
1998:192), and commended informal street vending as a “reliever of social tension, an alterna-
tive employment that closes the door to poverty and opens the possibility of new economic per-
spectives that come to better the quality of life” (bpF-Delegacion Cuauhtémoc, 1990; Cross,

1998:192).%

At the national level, it was unclear whether the political system was ready to tackle the
problem of informal street vending. In 1989 Congress passed a new tax code authorizing the
city treasury to collect a very small fee from informal street vendors pending the passage of
new regulations (Monge, 1989b; Cross, 1998). The ARDF spent all of its first session—from
1988 to T199T—writing a new set of regulations to replace the outdated market regulation of
1951—the only existing regulation that attempted to regulate street vending (Monge, 1989b,
1992a; Monge and Ortega Pizarro, 1990). Even though the city government tried to incor-
porate a prohibition on street vending in the Historical Center in the new regulations, the
attempt was obstructed by the PRD with the support of some of PRI’s representatives (Monge
and Ortega Pizarro, 1990). However, the chairman of the Commerce Commission at the
ARDF—having worked two years on the new market regulation—pointed to it as one of the
finest achievements of the ARDF’s first session, and envisaged it would be passed as soon as

the second session of the ARDF convened after the midterm elections of 1991 (Cross, 1998).5°

#The terms ‘delegation directors’ or ‘delegates’ (delegados) refer to the directors of the 16 delegations of
Mexico City. Until 2000, they were appointed by the mayor or the head of government of Mexico City. From 2000,
the delegation directors (or delegates) were elected by popular vote and their official title was changed to head of
delegation (jefe delegacional).

#“Street vending was a frequent target of criticism because the middle and upper class city residents pushed for
public spaces that projected their ideals of modernity and efficiency. For them street vendors were an obstruction
and a hideosity. Formal established merchants also opposed street vendors, since they represented a source of
unwelcome competition. Moreover, it was an obstruction to renovation projects in the Historical Center. However,
street vending was also viewed as an alternative form of employment for many poor people in Mexico City who
could not get a formal job (Monge, 1990a; Gordon, 1997b).

5° As part of the effort to understand and find a solution to the problem of street vending, the ARDF organized an
open meeting in 1990 to talk about street vending. It was intended to give every group involved the opportunity to
present their viewpoint and find a solution by common consent. Several street vendor groups linked to opposition
parties and formal established merchants participated, but the majority of pri-affiliated groups and supporters
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In the meantime, the power of street vendor leaders seemed untouched when about 10,000
street vendors marched to the ARDF building in April 1990 to demand more permits to carry

out their activity in the Historical Center area (Baca, 1990).

Manuel Camacho Solis (2010) explained that there were broadly three different points of
view about how to proceed with street vendors at the time: leave things as they were; use the
police force to take out the vendors; or use a different approach, which consisted on negotia-
tion and the construction of new markets where the vendors would be owners and not lessees

of their stalls.

When I asked Camacho Solis why he did not carry out the aforementioned program in the
first part of his mandate, he said that the conditions to do it were not met until later. He
wanted to find a solution, not repress informal street vendors without a solution (Camacho
Solis, 2010). Indeed, Camacho Solis could not overlook the fact that street vendors were part
of a small number of groups over which the prr still had strong political power. He had to work
hard to maintain a balance between opposing constituencies—e.g. the opposite interests of
the middle and upper classes with the lower class; or the formal established merchants and the
street vendors—while waiting for the political capital to be electorally safe, after the mid-term

elections of 1991

4.3.4 The midterm elections of 1991

The midterm elections of August 1991 changed the state of affairs completely. The left-wing
opposition parties, which had been united around the presidential candidacy of Cuauhtémoc
Cardenas in 1988, were now in total disarray. They only offered an unconstructive and badly
coordinated campaign attacking the NAFTA negotiations and its potential effects. On the right-
wing, the PAN’s platform had been practically taken over by President Salinas’s neoliberal pro-
gram. Simultaneously, public service messages appeared on television channels and radio
stations numerous times a day, praising the virtues of NAFTA and the Solidaridad program,

always presenting a positive image of the Salinas administration (Cross, 1998).

The economic policies implemented by the Salinas administration of lowering tariffs and
overvaluing the Mexican peso resulted in imports becoming considerably cheaper, stimulating

a growth in the standard of living for the Mexican middle class at the expense of an increasing

outnumbered them. Ultimately the discussion was not very productive, having as a final outcome a report with
no solutions and ambiguous pledges of endeavors in the future (Gordon, 1997b).
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trade deficit that was barely compensated by growing foreign investment in anticipation of
joining NAFTA. As a result of all this, the PRI swept to victory in the 1991 midterm elections,
winning back almost all the losses it had suffered in 1988 (Cross, 1998). Given the power of
Salinas, as leader of the PrI, to choose many of the candidates running for office, most of the
newly elected officials were far more likely to be loyal to the president and his policies than
before. In this way, President Salinas capitalized on party support and legitimacy after the

1991 elections and the implementation of economic policies.

The consequences of the 1991 election results on informal street vending were promptly
reflected in the change of administrative personnel following the election and its drastic shift
of rhetoric. The ARDF scheduled a discussion of the new regulations without delay; the new
body of representatives—now almost completely dominated by the PRi—unexpectedly began
attacking informal street vending, using the Supreme Court ruling of the previous year to
claim that these activities could not be regulated; the director of the Cuauhtémoc Delegation,
who had spoken in favor of street vending, was transferred to another position (Cross, 1998).
The mayor himself, Manuel Camacho Solis, began discussing a new agreement he wanted
the street vendor leaders to sign, which called for informal vendors to move into closed mar-
kets and off the streets (Monge, 1992¢). Moreover, confidential plans were put down for a
major operation to clear the Metro—the city’s metropolitan underground—of informal ven-
dors who had blocked many of its entrances and passageways with their stalls and products;
and newspapers were filled with stories about the problems caused by informal street vendors

(Cabildo and Monge, 1989; Monge, 1989a, 1990b; Cross, 1998).

Moreover, in opposition to the presence of informal street vendors, several associations of
small, formally established merchants were created to press for the removal of informal street
vendors in the Historical Center area and citywide.’" The most assertive was Procéntrico,
a group formed by Guillermo Gazal Jafif—a Mexican of Lebanese origin—to press for the
eradication of street vending in Mexico City’s center. Initially ignored by city authorities and
disdained by the official National Chamber of Commerce (CANACO), Procéntrico was very

successful in getting national attention for its cause and was also instrumental in exhorting

S Mexico City’s Historical Center has a special meaning for Mexicans. It was the center of power of the former
Aztec empire and is currently the official seat of the Federal Mexican government as well as the Mexico City
government. An area where colonial and early independence architecture predominates, it is also the traditional
commercial hub of the city—even though the modern commercial center has moved to areas such as Polanco, La
Zona Rosa, El Pedregal, Santa Fe, and the Benito Juarez Delegation. Together with numerous small, formally
established stores and boutiques, the streets of the Historical Center are also shared by more than 10,000 informal
street vendors, who are blamed by the formal small businesses for stealing or scaring away their customers (Cross,
1998; Ortega Lomelin, 2010).
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the city government to bring about the Historical Center reordering project (Cross, 1998).
By this time, informal street vendors had occupied more than 32,000 square meters in the

Historical Center, enough to form a line of stalls about 20 miles long (Cross, 1998).5*

Thus, during the second half of 1991, a combination of events and pressures from different
stakeholders started to change the balance of power against street vendors. First, the clear
victory of the PRI over the opposition in the 1991 mid-term congressional elections reduced
the pressure on the PRI to court the backing of the underprivileged. Additionally, it seemed
that the economic situation had finally started to recover. Throughout the 198os, street ven-
dors often portrayed themselves as victims of the economic crisis, but the economic upturn
weakened this argument in the eyes of the public opinion (Cross, 1998; Ortega Lomelin, 2010).
Moreover, street vendor groups did not advance their cause when they participated in brutal
territorial pitched battles against rival organizations. With a large number of street vendors
on the streets, competition increased to new levels, as did the financial stakes of the street ven-
dor organizations (Cross, 1998; Silva Londofio, 2010).5? The media described violent clashes
among rival street vendor groups, and between street vendors and government inspectors, so
public sympathy for street vendors continued to decrease (Cabildo and Monge, 1989; Gordon,

1997b; Cross, 1998; Barrios, 2010).

In the meantime, the street vendor leaders—among them Guillermina Rico, Alejandra Bar-
rios and Benita Chavarria (Monge, 1992a, 1997d), whose indefatigable support for the PrRI’s
candidates had contributed to and been partially responsible for the party’s victory in the
elections—were taken by surprise and went on the defensive. Most street vendor leaders went
along with the negotiations, but it was clear that they were not quite sure why the government

had changed its approach all of a sudden.

The most important change was not made public. Mexico City’s Secretariat of Govern-

ment’* unexpectedly took the control of negotiations with street vendor leaders away from

52 According to Mexico City’s Secretariat of Government, in early 1992 there were more than 100,000 street
vendors in Mexico City, distributed as follows: 46,000 in the Cuauhtémoc Delegation; 35,000 in the Gustavo A.
Madero Delegation; 8,500 in the Venustiano Carranza Delegation. The remaining were located mainly in the
Miguel Hidalgo, Benito Juarez, Coyoacan, Iztacalco and Xochimilco Delegations (Monge, 1992a).

3Street vendor leaders charged their vendor members considerable registration fees, plus weekly or monthly
fees and ‘contribution’ or ‘cooperation’ fees for special occasions or other purposes. The proceeds of the organi-
zations with large memberships were considerable, and therefore leaders fought to increase their areas of action,
and therefore the number of association’s members.

*During the first half of the Camacho Solis city administration, Mexico City’s secretary of government was
Manuel Aguilera Gomez. He was replaced in 1991 by Jesus Martinez Alvarez who was in charge from 1991 to
1992 and carried out the negotiations with the informal vendor leaders and the Metro operation (Monge, 1992a,
1992¢). Following health problems, Martinez Alvarez was substituted by Marcelo Ebrard who was in office from
1992 to 1993 (Camacho Solis, 2010). According to Camacho Solis (2010), Marcelo Ebrard was in control of
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the Cuauhtémoc Delegation and planned and carried out a massive police operation against
informal vending in the Metro (Monge, 1992a, 1992b). Thus, the Mexico City’s central gov-
ernment had gone past its supervision function and became directly involved in policy imple-
mentation. Later, it became clear that these changes had originated at the highest possible

level of government—the office of the president of Mexico (Monge, 1992a; Cross, 1998).

4.3.5 The Metro operation: outcomes and implications

Informal vending in the Metro system in Mexico City has been a feature since it opened in 1969
but had become far more widespread during the 198os—mostly as a result of the economic
crisis. Informal vendors often blocked passageways and intermittently set up rudimentary
stalls or blankets where they exhibited their products on the platforms and corridors (Monge,
19892, 1990b, 19922, 1992b).55 As a result of the shift in policy towards informal street vend-
ing in the capital, the city government thought it necessary to take concrete action against

informal vendors located in the Metro as well.

According to Cross (1998) the city government found 4,275 vendors in 118 Metro stations
when it carried out a census of all the stations.’® The census was not able to account for about
around 1,000 ‘itinerant vendors’ who sold on the Metro trains by walking from car to car
selling small products from portable bags—the so called vagoneros or ‘train car vendors’.5”
City officials also gathered information on informal vendors they identified as leaders in the
Metro stations, who performed many of the same chores as those on the streets—collecting
fees, controlling access and admission, and arranging for payments to city officials (Monge,
1990b). Police compiled records on each leader so the city government could show, as one

official said, that they “were groups of gangsters—that’s why we were not going to deal with

the reordering and formalization program and controlled the timing and strategy of the whole process. “He
cared about those policies and implemented the program” (Camacho Solis, 2010). However, according to Monge
(1992d), on July 1 1992, Camacho Solis freed Ebrard from his responsibilities for informal street vending and asked
Roberto Albores Guillen to lead the Program for the Improvement of Popular Commerce (Monge, 1992d). Albores
Guillen remained in office until 1994. He had previously been director of the Venustiano Carranza Delegation
(1989-1992).

53 Although the Metro had its own security staff and occasionally took action against vendors, it attempted
to avoid direct confrontation and was generally ineffective. During the period leading up to the police operation,
however, the Metro significantly stepped up its own actions. Officials later suggested this move may have been due
to a desire to avoid the need for a major operation that would involve subordinating the Metro to the central city
administration (Monge, 1990b; Cross, 1998).

5Other sources calculated there were more than 6,000 vendors (Monge, 1992b).

7This type of itinerant vendor (called vagonero or ‘train car vendor’) usually sells small-size products and
carries them inside a portable bag, and thus does not require a stall or surface to display them. This gives them
greater mobility, which they use to evade the police and authorities.
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them” (Cross, 1998:195). Moreover, Mexico City’s Secretary of Government, Jesus Martinez
Alvarez, had warned: “We will not allow [informal] vendors to continue operating inside the

Metro” (Monge, 1992a, 1992b:172)

The planning for such actions began in secret, shortly after the 1991 midterm elections.5®
Originally, the Metro operation was planned to take place after street vendor leaders in the
Historical Center had signed the agreement to reorder vending (the so-called Agreement for
the Reordering of Commerce in the Thoroughfare’?), which included a clause banning in-
formal vending in the Metro. But while the street vendor leaders prolonged negotiations by
arguing among themselves, a better opportunity for intervention occurred in February 1992
when a Metro passenger was shot by an informal vendor after an altercation (Monge, 19924,
1992d; Cross, 1998).°° Without delay, the city government used the opportunity and launched
its operation as if it were a response to this particular act of violence. This incident was used
to provoke reactions and set the press and public in general against the informal vendors in the
Metro by using the shooting to demonstrate the dangers they represented, describing them as

having “an aura of criminality” (Cross, 1998:196).*

The morning after the homicide, 500 riot police were assigned to guard 15 of the most
vendor-crowded Metro stations, giving the impression that the city government was respond-
ing rapidly to a public threat, but in reality it was executing a carefully planned strategy (Cross,
1998). Over the following two months the police operation moved through the Metro system,
inundating each station with a heavy riot police presence for a two-week period and then leav-
ing a small contingent of police behind to prevent informal vendors from re-occupying the

Metro premises (Cross, 1998).

In the short term, the Metro operation was highly successful, earning praise from the press

and giving city officials the assurance they could get public support, but this course of action

$$John Cross (1998) argues that he first heard rumors about such plans from ARDF staff members in October
199T.

¥The Agreement for the Reordering of Commerce in the Thoroughfare or Convenio de Reordenacion del
Comercio en la Via Publica.

%Qn February 14, 1992, a street vendor operating inside Indios Verdes Metro station shot dead a passenger
who had accidentally trodden on his products. Immediately, Camacho Solis capitalized on the indignation this
action provoked among the general public to remove numerous informal vendors from the Metro (Monge, 1992a,
1992b; Cross, 1998).

'Tn November 1991 the Metro had begun a safety awareness campaign featuring billboards that, among other
safety messages, always included a request for users to avoid patronizing vendors—who were thus labeled contin-
uously as the primary safety hazard in the Metro. Some of the vendors defended themselves by pointing out
that many acts of violence and even killings in the Metro installations had nothing to do with vendors, but one
episode that did was hypocritically used against them. This defense was completely ignored in the press, which
unanimously endorsed the operation.
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required not only a costly police force but also constant surveillance. Informal vendors who
sold on the Metro trains (vagoneros) instead of the stations were only partly affected since
it was fairly easy for them to evade the vigilance and sell surreptitiously. In fact, this type of
vendor might actually have been better off, since there was less competition and therefore their
earnings increased.®* The fact that this outcome was a possibility was in itself a sign of the
weaknesses of the program, and a foretaste of what would come the following years as more

and more informal vendors began returning to the trains (Cross, 1998).

Within the stations—and in contrast to the tactics used by the vagomeros (train car
vendors)—the informal vendors set up on the floor, which made it easier for the police to
handle them, usually forcing them outside the Metro station and far from the station en-
trance. However, the displaced vendors adopted a strategy of setting up closer and closer to
the station entrances until they began occupying the Metro station once more (Cross, 1998).
In the early stages of the operation, this infringement often led to a new raid by the riot police.
However, after some time, some politicians and newspapers began once again to denounce
the presence of informal vendors in the entrances of several Metro stations (La Prensa, 1994a,

1994b; Cross, 1998).63

As mentioned before, two of the factors that made it easy to act against the informal vendors
operating in the Metro were the public support and the window of opportunity that resulted
from the shooting of the Metro passenger in February 1992. Another important factor was
the lack of formal organization of the informal vendors operating in the Metro. Even though
most Metro lines and stations were controlled by specific groups of vendors, none of their or-
ganizations was recognized by government or party officials,*4 which undermined the internal
organization of the Metro’s informal vendors and made it easier for the city government to
portray them as thieves or criminals (Cross, 1998). Nonetheless, the long-term success of the
operation was still uncertain, since informal vendors kept on returning to the Metro stations

every time the heavy police enforcement gave way (Cross, 1998).

Regardless of its success or failure, the Metro operation accomplished four fundamental

tasks for the city authorities. First, it demonstrated to informal vendor leaders that the city

¢ After the Metro operation, only about one-third (36 percent) of this type of vendors were left, but those that
remained saw an increase in their earnings and they prevented new vendors from coming in, “Because it isn’t fair
that we suffered and now that it is easy, everyone wants to come in” (Cross, 1998:196).

This was not the first time such an operation had been attempted. According to Cross (1998), in January
1989 riot police had removed informal vendors from all but three stations, but they soon returned (Excelsior, 1989a,
1989b). Most vendors assumed this operation would be just temporary, not recognizing the real goals of the city
administration.

%4Cross (1998) affirms that some of these groups were later recognized, on condition that they accepted areas
outside the Metro facilities, which they did.
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government was prepared and ready to use force if necessary to carry out its policies. Second,
by associating the operation with a specific criminal act committed by an informal vendor, the
city government was able to present informal (street) vending to society as a legitimate public
security concern and thus justify the Metro operation on those grounds, and not as an admin-
istrative government decision that damaged the livelihood of many informal vendors, which
might have been far more difficult to justify (Cross, 1998). Third, as a public security mat-
ter, the Metro operation generated mounting public support for anti-vendor policies, which
helped the city government to validate its even more difficult task of relocating vendors in
the Historical Center, where informal street vendors were strongly and thoroughly organized
and had strong political connections. Fourth, it reassured city authorities that the Historical

Center project was politically viable (Cross, 1998).

4.3.6 The Program for the Improvement of Popular Commerce (PMCP)

After six months of compulsory negotiations, but barely two weeks after the Metro operation,
street vendor leaders signed—on February 28, 1992—an ambiguously worded agreement with
the mayor, Camacho Solis, to reorder street vending in the Historical Center. The project
came to be known as the Program for the Improvement of Popular Commerce (Programa de
Mejoramiento del Comercio Popular, pmcp) (Monge, 1992¢, 1992d).°5 As the term ‘reorder-
ing’ (reordenamiento) was intentionally left undefined, street vendor leaders proposed to the
authorities that they be permitted to set up neat but permanent stalls on the streets. The city
government had other plans, though did not make them public at the beginning. Later, it was
evident that the city government had planned to build new markets for the informal vendors—
in empty buildings and lots within the Historical Center—denominated ‘commercial plazas’

(plazas comerciales) to distinguish them from the previous public markets (Cross, 1998).5°

Camacho Solis explained to me the most beneficial features of the program and its imple-

mentation as follows:

First, we presented the program [PMCP] as something positive, because it was

something positive; it was not a program to order the city, but rather a program

% Also known as the ‘Plaza Construction Program’ or the ‘Program for the Improvement of Street Vending’.

“Similar plans had been projected, in various versions, several times during past administrations. After the
earthquake of September 1985, the destruction and abandonment of several buildings in the Historical Center had
led to a series of studies about land use in the city center area, centering on the relocation of street vendors. The
big difference was that now the stalls were going to be sold directly to the street vendors instead of owned by the
city government (Monge, 1992c; Cross, 1996).
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to improve popular commerce; it was not against the street vendors, but in their
favor. Second, we tried to find spaces, sites where they could really go and not only
get them out of the street but give them an opportunity; it was about designing
a program with new markets similar to those of the time of Uruchurtu, and giv-
ing street vendors the opportunity to be able to afford the proposal. At the same
time, there was a huge effort in negotiating the very complex logistical operation
with the street vendor organizations while agreeing with the political bases, and
remaining determined to put up a fight to make all of this work, and not end up
with the street vendors remaining on the street. It was an exceptionally compli-
cated logistical operation, and required much care, not only to organize and to
negotiate politically, but also to prevent someone from winning your game... We
had a D-Day on which 10,000 vendors were going to leave the Historical Center,
and we moved that day to an earlier one, just because we knew that there was
going to be a provocation [to hurt the city government’s image because Camacho
Solis was one of the competitors for the PRI’s presidential ticket at the national
level]. Then we brought the D-Day forward, and it worked out very well, it was
flawless, there was no protest and people went to their new sites. (Camacho Solis,

2010)

Mayor Camacho Solis wanted to transfer vendors from the streets to indoor commercial
plazas, as Uruchurtu had attempted 40 years earlier. Thus, during 1993 and 1994, the city
government set out to build around 30 commercial plazas with room for about 10,000 vendors

(Gordon, 1997a, 1997b; Cross, 1998, 2005).%7

These new commercial plazas were different from the classical public markets of the 1950s
and 1960s in many ways.®® In the first place, the construction of the commercial plazas was
paid by the vendors themselves. In the past, it was the government who had paid for the
construction of public markets and was nominally their legal owner. Vendors only leased
the market spaces at a minimal cost. However, under the new program to improve popular

commerce, vendors were converted into some kind of ‘condominium’ owners of their stalls,

“Figures vary regarding the number of markets built: Cross (1998) says the city government built only 24 out
of 30 planned commercial plazas. Cross (2005) says there was a plan for 27 commercial plazas. Gordon (1997a)
says the city government built 28 commercial plazas between 1993 and 1994.

%Gordon (1997b) argues that, although inside the city administration the commercial plazas were still catego-
rized as markets and wholesale food distribution (abasto) centers, they were not intended to house street vendors
to supply basic provisions to the population of Mexico City, but instead to accomplish the more specific and
immediate goal of removing the vendors from the streets.
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with the help of the city government, which provided access to credit at a subsidized rate

(Monge, 1992d).

City officials at the delegation level, acting with care to avoid open conflict with the street
vendor leaders, struggled with a number of proposals for relocation that would be acceptable
and suitable to the street vendors. As one high official stated: “Our biggest fear is arriving at
confrontations. There is a presidential mandate that we have to fulfill, but we don’t have the

means yet” (Cross, 1998:199).

To obtain the agreement of the vendor leaders to move to the new commercial plazas,®
Camacho Solis promised that he would not let competing street vendor groups take over the
streets that the new commercial plaza beneficiaries had emptied. To help in this endeavor, the
ARDF enacted a decree (bando) in 1993,7° which banned street vending in the central perimeter
of the Historical Center—known as Perimeter A (Figure 4.2) (ARDF, 1993; Monge, 1993a;
Gordon, 1997b). This regulation, just like previousl ones, gave the city government greater

freedom of enforcement and implementation.

%Once the commercial plazas were built and handed over to the vendor organizations, they added to the
prestige of the vendor leaders and gave them an ‘official’ base of operations and an extra incentive to offer to
prospective members of their associations.

7°The Decree for the Ordering and Regulation of Commerce in the Thoroughfare of Mexico City’s Historical
Center (Bando para la Ordenacion y Regulacion del Comercio en Via Publica del Centro Historico de la Ciudad
de México), passed by the ARDF on July 12, 1993 (ARDF, 1993).
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Figure 4.2.: Map of Mexico City’s Perimeter A
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One of the city officials involved in the project, Hector Luna de la Vega—at the time sub-
secretary of government of Mexico City—anticipated that the planning phase of the project
alone would last for about ten months, until October 1992 (Monge, 1992a; Cross, 1998). Only
after this phase was over would the construction of commercial plazas begin. Meanwhile, the
delegations” carried out a cycle of censuses of informal vendors in the area. Identification
cards were going to be provided to each street vendor in the Historical Center so that only
those vendors with cards would be accepted in the commercial plazas. In the meantime, a
single list of informal vendors operating throughout the whole city would be created. In order

to promote transparency and prevent corruption, this list could not be individually modified

7'The first stage of the program dealt mainly with the street vendors of the Cuauhtémoc and Venustiano Car-
ranza Delegations where the Historical Center and La Merced are located, respectively (Monge, 1992a).
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either by the Secretariat of Government or by the delegations; changes would have to be made

jointly (Monge, 1992d; Cross, 1998).7>

4.3.7 The problems and setbacks of program implementation

Nothing went as planned.”> Some street vendor organizations started to expand their areas
of influence and increase the number of members in order to guarantee a larger number of
spaces inside the commercial plazas and/or a stronger negotiating position with the city gov-
ernment. Sometimes leaders of organizations benefitted from the new project by charging
vendor members elevated fees in order to secure them a spot in the commercial plazas. Ac-
cording to Cross (1998), one vendor leader charged Mmx$3 million (Us$9co in 199274) for her
members to be allowed to sell in an area in which a commercial plaza was going to be con-
structed on the understanding that this would allow vendors to buy stalls in the commercial
plaza later. The same leader charged a Mx$5 million (Us$1,500 in 1992) down payment for
each stall when the commercial plaza was ready. And if vendors wanted to be given a good
space in the commercial plaza, they had to pay even more money. Other vendors paid the
government directly less than Mmx$2 million (less than Us$600 in 1992) for a place on the same

commercial plaza (Cross, 1998).

The confusion was exacerbated when officials determined that each vendor organization
had to create a special fund to pay for the down payment of their commercial plaza project, but
the informal vendors did not get any kind of credit for that payment. They were still required to
make additional individual payments to the city government after paying into funds allegedly
maintained by their vendor associations for the same purpose (Cross, 1998). The lack of
organization among different government offices participating in the project and the poor

decision to discuss the different plans and proposals of its implementation publicly added to

7*The idea behind these measures was to eliminate corruption in the Market Offices. In the past, the Market
Office director had been the only person who could decide which street vendors would be tolerated and which
would not. As one official said, “Before, the director [of the Market Office] was the king. He gave permits, took
them away, everything. Everything was right there” (Cross, 1998:200).The opportunity for corruption and fa-
voritism was enormous, and city officials noted that the new program was running into severe difficulties, because
some people did not want the system to change (Cross, 1998).

73No credentials were ever distributed, and the single list was never put together. In practice, the number of
informal vendors in the area continued to grow, and interagency rivalry spoiled and damaged the original plans
(Cross, 1998).

74In those years, there was a change of currency in Mexico. The ‘old peso’ was valid until December 31, 1992.
From January 1, 1993, the ‘new’ peso started to circulate. The currency looked the same as the old one, with the
exception that three zeros were erased and the name read ‘new pesos’. The name ‘new peso’ remained until the
last day of 1995. After that, the currency was called ‘peso’ again.
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the confusion, which generated opportunities for misinterpretation, abuse, negligence, and

corruption.

Many of these problems had a financial origin. On one hand, vendors were required to
pay for their own stalls, although city officials were not sure vendors would in fact occupy the
stalls, as they had to make considerable monthly payments on them. On the other, the city gov-
ernment had no budget to build the commercial plazas (Camacho Solis, 2010). Consequently,
loans had to be arranged from financial institutions willing to take the potential risk of many
vendors defaulting. Moreover, most informal vendors did not have collateral with which to
secure the loans, except for the value of their stalls. Therefore, one of the main obstacles that
held back the program to build commercial plazas was the failure to find a commercial bank

willing to finance the building costs (Cross, 1998).

4.3.8 Procéntrico’s reaction: small formal merchants versus informal street vendors

The lack of action and results in tackling informal street vending drained the patience of the
small formal merchants in the area. Finally, Guillermo Gazal Jafif—the leader of Procéntrico
and one of the most vocal and insistent campaigners against informal street vending in Mexico
City—took a drastic stance, which led him into direct confrontation with street vendor orga-
nizations, the National Chamber of Commerce (CANACO), and the city government (Monge,

19904, 1992d; Cross, 1998).

Since January 1989, Gazal Jafif had criticized city authorities for letting informal street ven-
dors in Mexico City center take about Mx$10,000 million (Us$4.5 million in 1989) in sales
from small formal stores, claiming that when the city government granted 9,000 selling per-
mits for the Christmas season, the vendor leaders used them to justify 70,000 informal vendors
(Monge, 1990a; Cross, 1998). In January 1990, after obtaining a Supreme Court of Justice rul-
ing against street vending, Gazal Jafif threatened that members of Procéntrico would organize
massive store closings among the 121,256 organized formal businesses in the capital (Monge,
1990a), and tax payment strikes to insist on the enforcement of the ruling. This led Camacho
Solis to accuse him of “bordering on fascism” (La Jornada, 1990; Monge, 1990a:66; Cross,
1998:192). Again, in late August and early September 1991, Gazal Jafif was in the spotlight,

urging city authorities to take vendors off the streets immediately (Cross, 1998).

Notwithstanding his activism during this time, Guillermo Gazal Jafif was basically ignored

by the city authorities, which chose to negotiate with the less belligerent National Chamber
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of Commerce (CANACO). However, in June 1992, arguing that three months had passed since
the agreement between the city government and informal vendors had been signed, and there
were no visible results, Gazal Jafif threatened to start a succession of strikes among the small
formal merchants of the area. When he was again ignored, he carried on with his threat by
summoning a ‘rolling strike’ in which a few blocks of stores and shops would close between
10 a.m. and 12 p.m. each day (Monge, 1992d; Cross, 1998).75 To attract the attention of the
media, Gazal Jafif went in person to check the progress of the strikes, starting each inspection
with a generous breakfast for the media representatives to make sure they followed him. On
one of those occasions, when some street vendors recognized him, he was encircled by a group

of about 30 vendors who shouted insults at him until he managed to escape (Cross, 1998).

One week later, on June 9, 1992, followed by the cameras and reporters of the most im-
portant television news program of that time, 24 Horas con Jacobo Zabludovsky, Gazal Jafif
went to check the development of a previously announced strike on a street occupied by street
vendors associated with Alejandra Barrios, one of the most important vendor leaders with
more than 8co street vendors in the area (Cross, 1998). When Gazal Jafif arrived, the street
had already been cleared of street vendors. Later, Alejandra Barrios explained she had re-
moved them for the day to avoid any confrontation (Barrios, 2010). However, a numerous
group of street vendors organized a counter-protest against the leader of Procéntrico. The
mob of angry street vendors walked up to where Gazal Jafif was standing, accompanied by
the media contingent. For a few moments, angry words were exchanged. Then tomatoes be-
gan to fall on Gazal Jafif, staining his clothes in red. After a few moments of confusion, Gazal
Jafif and two assistants who were with him began to run. The mob ran after them, throwing
more tomatoes at them as they fled. Even though the street vendors could easily have grabbed
Gazal Jafif, they made no attempt to do more than throw tomatoes. They threw no stones
and nobody hit or punched Gazal Jafif or his assistants. When Gazal Jafif got to the corner of
the street and ran around it with his assistants, several of the attackers followed him but they
were called back by the others. Gazal Jafif and his assistants got into two cars parked on the
street and took off as fast as they could (Monge, 1992d; Cross, 1998). Later, interviewed by
a Tv channel and with his clothes still stained by tomato, Gazal Jafif claimed that the attack

was planned. The incident certainly did not appear to be spontaneous.”® Alejandra Barrios

71t is not clear to what degree stores actually supported Gazal Jafif, since most were closed at this hour of the
day anyway. Street vendor leaders maintained that Gazal Jafif used intimidation tactics to force stores to close and
claim nominal membership in his organization. Gazal Jafif himself declared that Procéntrico had a membership
in the thousands, an assertion he was unable to prove (Cross, 1998).

7®Inexplicably, somebody was selling or unloading tomatoes in large numbers in an area in which fresh vegeta-
bles were rarely sold (Cross, 1998).
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and her aides persistently denied any involvement with organizing the counter-protest or the
tomato attack, but facts suggest that it was organized by someone within her association. A
more skeptical interpretation was that Gazal Jafif may have organized the protest himself to
get attention (Monge, 1992d; Cross, 1998). Street vendors certainly gave the impression that

they hated Gazal Jafif, whom they saw as a serious threat to their modus vivendi (Cross, 1998).

This incident was certainly welcomed by Gazal Jafif who—in the opinion of many mem-
bers of the media—had been hoping to incite a response of such impact and dimension. The
story was shown by the top evening news program the same day, generating criticism against
Gazal Jafif’s attackers and informal street vendors in general. This helped to ‘criminalize’
the informal street vendors located in the Historical Center in the same manner as the Metro

shooting had divested the Metro’s informal vendors of any public support (Cross, 1998).77

However, unlike the unanimous media support for action to be taken against the Metro
vendors, several major newspaper supported the informal street vendors this time, criticizing
Gazal Jafif as an opportunist who just wanted to get attention with the purpose of winning a

power struggle with the caANAco, among other criticisms (Cross, 1998).

Ultimately Gazal Jafif might have been much more successful than some people acknowl-
edge. After the tomato attack, not only was street vending immediately suspended—with a
24-hour police protection made up of more than 6o riot police—but a week after the incident
President Salinas reorganized key positions and responsibilities within the city government
(Cross, 1998). City Secretary of Government Jesus Martinez Alvarez, who had ignored Gazal
Jafif, was moved from the second most prominent position in the city government to a much
less important post, coordinating policy issues with other states in the Mexican federal gov-
ernment (Cross, 1998).7% With him went his whole team, including those team members re-
sponsible for planning and developing the program for the relocation of street vendors in the

Historical Center (Monge, 1992d; Cross, 1998).

The former general secretary of the PrI in the Federal District, young 33-year old Marcelo
Ebrard Casaubon,” was appointed as the new secretary of government, suggesting that the

mayor Camacho Solis felt a more politically aware secretary was needed. Simultaneously, a

77Paradoxically, in an earlier interview with John Cross (1998), Alejandra Barrios had privately supported the
Metro operation, but after this event she openly sympathized with the Metro’s informal vendors (Barrios, 2010).

78 As secretary of government of Mexico City he had been responsible for supervising the 16 delegations and
the police, markets and other public services. He was in charge of almost every administrative body of the city
(Cross, 1998).

7?Marcelo Ebrard was general director of government of the Federal District (1989), General Secretary of the
prI in the Federal District (1989—1991), and prI candidate for the ARDF (1991) before taking office as secretary of
government of the Federal District in 1992.
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new ‘office’ or ‘agency’ was created by the city government. It was headed by Roberto Albores
Guillen, who took over the responsibilities the Secretariat of Government had begun to per-
form in supervising the building of commercial plazas. The specific mandate of this new office
was to coordinate the construction of facilities for the relocation of all street vendors in the
Historical Center (Monge, 1992d). The ‘office’ or ‘agency’ created for Albores Guillen was
the Program for the Improvement of Popular Commerce (PMcp) (Monge, 1992d). While some
sources suggest that the Secretariat of Government became a purely administrative office, with
no direct policy implementation responsibilities (Monge, 1992d; Cross, 1998), Camacho Solis
(2010) told to me that it was Marcelo Ebrard the one who prepared the program and the one

who always had the timing, the strategy and the ultimate control of it.

4.3.9 Procéntrico versus CANACO: small formal merchants versus large formal businesses

The activism of Gazal Jafif against informal street vending is better understood in the light
of wider policy changes and the dynamics of vested interest. Small formal shop-owners in
the area had many common interests with informal street vendors. As informal street market
areas developed, so did many of the small formal stores since they served the same clients
and consumers. A large number of formal shop-owners were wholesalers who depended on
informal street vendors to distribute their products, or themselves used stalls on the street to
unfold and expand their trade. Ironically, most of the small formal shop-owners were also
‘semi-informal’ in the sense that they were able to compete with larger formal commercial
businesses only because they evaded many of their tax obligations by failing to disclose their
full revenues (Cross, 1998). The small formal shop-keepers began to feel themselves crushed
and squeezed between informal street vendors on one hand and large formal commercial busi-
nesses on the other, as the Salinas administration made clear its intentions to cut down on tax
evasion to broaden the tax base and, in doing so, reduce taxes on formal businesses (Cross,
1998).

Thus small formal merchants felt they were at a disadvantage. On one side, the informal
street vendors—who could not be taxed efficiently as they were on the street—were strongly
represented by their associations. On the other, the large formal commercial businesses were
expected to profit from the policy changes since they already paid taxes. At the beginning of
his presidency, Salinas had reduced vAT from 15 percent to 1o percent, a measure that consid-

erably favored large formal commercial businesses (Ortega Pizarro, 1991; Cross, 1998).

176



THE CAMACHO SOLIS ADMINISTRATION, THE PESO CRISIS, AND SUBSEQUENT YEARS

The motivations behind Gazal Jafif’s position towards the caNaco reflected the dissimilar
interests of small and large formal (commercial) companies with regard to the tax policies
implemented by the Salinas administration. Although all formal commercial companies ex-
cept public market vendors were legally required to become members of the canaco, voting
within this organization was based on the level of dues and contributions paid, which obvi-
ously was higher for bigger companies. As a result, the canaco had a tendency to represent
more the large formal commercial businesses of the modern commercial centers rather than
the thousands of small formal stores of the Historical Center (Cross, 1998).%° Hence, accord-
ing to some observers, the actions of Gazal Jafif against informal street vending were in reality
part of a broader campaign to damage the reputation of the caNaco and later take it over.?!

This attempt was linked to another policy-related issue that would bring the conflict with the

CANACO to a critical point, as detailed below (Cross, 1998).

According to Cross (1998), as part of President Salinas’s crusade to reduce tax evasion, the
government began to require that all formal stores—even the smallest convenience stores—
had to use special ‘fiscal cash registers’ that would record all sales performed for tax purposes.
By making tax evasion harder, this policy undermined the competitive edge of small formal
stores relative to the larger formal commercial businesses while simultaneously broadening the
difference between the operational costs of small formal stores and those of informal street

vendors.

The new government policy made evident the lack of organizational power of the small
formal merchants. Street vendors were not included in the policy because they were still tech-
nically informal and, in any case, had no stable place of business, and public market vendors,
who had stable locations and were legally registered with the city government, were not in-
cluded either (Cross, 1998). The big difference was that the public market vendors and even
some informal street vendors were well organized through associations affiliated with the pPri,

while the small formal merchants were only nominally represented by the canaco (Cross,

1998).

$To counteract this tendency, it is said that Gazal Jafif attempted to set up a separate Historical Center CANACO
that would be controlled by the small formal stores located there, but legislative approval never materialized. When
Gazal Jafif announced later in 1992 that Procentrico’s members were breaking away from the caANAco—and ac-
cused its directors of corruption—he was sued for defamation (Cross, 1998).

8 As Gazal Jafif argued in an interview, “When have those of the caNAco been with us? The streets that are
clear are not clear due to the canaco. The canaco and the concanaco [Confederation of the National Chambers
of Commerce] do not act because they have interests with the government, and they are affiliated with the same
government” (Cross, 1998:206).
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Thus Procéntrico organized small formal merchants in the presence of wider policy changes
that threatened to weaken their economic viability. Its approach towards informal street vend-
ing was a successful and efficient way of both mobilizing small formal shop owners and draw-
ing attention to their specific problems. While the city government attempted to ignore Gazal
Jafif as much as possible to play down his role as a leader and prevent the organization of
small formal shop-owners in the area, city officials were obliged to accelerate their plans prin-
cipally to undermine his ability to use the issue of informal street vending as an instrument
for mobilization (Cross, 1998). Ironically, while Gazal Jafif took every opportunity to criticize
the caNAco and other interest groups belonging to large formal commercial businesses, these
criticisms were usually ignored or put down by the media, which portrayed him as a leader in

the struggle against informal street vending (Cross, 1998).

4.3.10 Rivalries between government agencies: Secretariat of Government versus delegations

It was not only discrepancies between informal street vendors and small and large formal mer-
chants and businesses that affected the implementation of the government’s policies. Rivalries
among government offices or agencies also influenced the way these policies were implemented.
The tomato attack provided an excellent excuse to criticize the Secretariat of Government by
groups that were in danger of losing authority and influence through the expansion of the Sec-
retariat’s powers. Although vested interests were defended by informal vendors as well as the
PRI, within the city administration the biggest opposition to government policies came from
the delegations, which were gradually losing their power to the Secretariat of Government

(Cross, 1998; Ortega Lomelin, 2010).%*

In those years, Mexico City’s Secretariat of Government was considered the second most im-
portant office in the Federal District, responsible for policy management and supervision of all
administration and enforcement-related activities in each delegation (Cross, 1998). These re-

sponsibilities put the Secretariat in conflict with the delegation directors, who were appointed

821t is worth to remember the organization of the Mexico City government in those days. The Major or Regente
was appointed by the president of the country. The mayor had under his authority two types of government
branches: an administrative one (the different Mexico City’s secretariats), and a territorial one (the 16 delegations
of Mexico City). The mayor (or the president) would appoint the city government secretaries and the same applied
for the delegation directors, depending on the administrative needs and political arrangements. The delegation
director would appoint the sub-delegates which were responsible for the daily administration and policy work
in each delegation. Thus, conflict appeared when (as a result of a more direct involvement of the city’s higher
authorities on the policies to tackle informal street vending) sub-delegates were asked to report to the City’s
secretary of government while in the chain of command they directly depended on the delegation directors.
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by the mayor and who in turn appointed sub-delegates and other officials responsible for day-
to-day administration (Cross, 1998).%3 Tensions appeared when—as a result of a more direct
involvement of the city’s higher authorities on the policies to tackle informal street vending—
sub-delegates were asked to report to the City’s secretary of government while in the chain
of command they directly depended on the delegation directors. Thus, while the Secretariat
of Government was responsible for supervising the work of the sub-delegates, they (the sub-
delegates) were directly responsible to delegation directors. The result was a very high level
of conflict between the delegations (delegation directors) and the Secretariat of Government

(Cross, 1998).54

The second part of the reorganization of the city administration—which consisted of the
creation of a separate agency to coordinate and negotiate the construction of commercial
plazas—also supports the speculation of the high level of conflict between the Secretariat of
Government and the delegations. By transferring responsibility for implementing the poli-
cies related to informal street vending from the Secretariat of Government to the new agency
(pmcr), Camacho Solis appeared to be both allowing centralization and keeping the Secre-

tariat from becoming excessively powerful (Cross, 1998).

Nevertheless, the new agency had no administrative powers and in this respect was equal
to the General Coordination of Supply and Distribution in the Federal District (COABASTO),
which until then was in charge of food supply and markets in Mexico City. In fact, the new
agency took over the offices and budget of the coaBasTo and in effect became coaBasTo itself,

taking on all of the coaBasTO’s roles and programs along with its role of reordering street

83 Until 2000, the delegation directors were appointed by the mayor or the head of government of the city. When
Cuauhtémoc Cardenas, the PRD candidate, won the elections for head of government in 1997, he was responsible
for appointing the delegation directors, selecting members of his party, the PRD. In 1998 the law was changed
so that the delegation directors could be elected by popular vote. On July 2, 2000, for the first time the people
of the city elected their delegation directors (delegados), whose name was changed to heads of delegation (jefes
delegacionales).

84John Cross states that while officials in the Secretariat of Government denied any tensions with the delega-
tions, they were preparing a budget that included more than 8o new personnel to take over most of the tasks the
delegations were supposed to perform. Relations between the Secretariat and the Delegations were certainly tense
(Cross, 1998).
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vending in the Historical Center®S (Cross, 1998). The official name of the agency was the

Office of the Program for the Improvement of Popular Commerce (Pmcr) (Monge, 1992d).

The creation of the new agency sent signals of the delimitation of the authority of the Sec-
retariat of Government. This was a relief for vendor leaders, who were worried that the power
of the Secretariat would be unlimited if it became directly involved in the project, as was the
case in its organization of the Metro operation. The Secretariat had been planning a budget
that included the expansion of the relocation program for the whole capital city. However,
one of the direct results of the creation of the new agency was that, while the Secretariat
was exempted from any direct responsibility regarding street vending, the new agency was
given the authority to begin the construction of commercial plazas only for street vendors in
the Historical Center. The outcome was a much more limited authority with less power for
implementation on the part of the new agency commissioned with the elimination of street

vending (Cross, 1998).

4.3.11 New agency, old mistakes: the failure of the PMCP

On July 1, 1992, Roberto Albores Guillen, until then director of the Venustiano Carranza
Delegation, was appointed to head the new agency (PmcP). He brought along a staff of almost
100 people from his previous team at the delegation (Cross, 1998). In his role as director of
the Venustiano Carranza Delegation, Albores Guillen was responsible for building the San
Ciprian market in La Merced neighborhood (Cabildo and Monge, 1989; Guzman Urbiola,
1990; Monge, 1990b). Even though officials in the neighbouring Cuauhtémoc Delegation had
previously described the market as a ‘white elephant’ they wanted to avoid, Albores Guillen
was chosen precisely because of his alleged success in dealing with street vending in the area

of La Merced, situated in the Venustiano Carranza Delegation (Monge, 1992b; Cross, 1998).

85Since there was neither a budget nor office space for the new agency, the coaBasto was basically cannibalized
to make room for the new program, called the Program for the Improvement of Popular Commerce (PMCP) (Monge,
1992d). Its entire staff was laid off and replaced by the staff of the new agency, all of whom were brought in with
the new director, Roberto Albores Guillen, from his previous post at the Venustiano Carranza Delegation (Monge,
1992d; Cross, 1998). The COABASTO’s programs were almost cancelled altogether, but salvaged at the last minute
by being incorporated into the new agency. Thus, the coaBasTo (now under the banner of the pmcr) had a new
opportunity, although with an entirely new staff, and was now responsible for all forms of street vending and
‘popular commerce’ in Mexico City, but despite its far-reaching responsibilities, coABASTO had been downgraded
in importance. While before it had enjoyed the same level as a Secretariat, after the changeover it was ranked on
the same administrative level as a delegation (Monge, 1992d; Cross, 1998).
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In his new post as head of the pMcP—Cross (1998) refers to it as the ‘new’ coaBAsTO%*—
Albores Guillen had no autonomous power to carry out any plans. Moreover, he depended
on the Cuauhtémoc Delegation to enforce any agreements and cooperate with the program.
Because of the constant pressure from Camacho Solis and President Salinas himself, this col-
laboration was forthcoming. A month after its launch, in August 1992, the new agency an-
nounced plans to relocate all 10,300 street vendors in the Historical Center, but it had simply
appropriated most of these plans from the Cuauhtémoc Delegation, which had been work-
ing on them with the Secretariat of Government for almost a year (Cross, 1998). The speed
with which the plans were put together thwarted any effort on the part of the city government
to make sure the areas proposed for the commercial plazas had some degree of commercial

feasibility and, therefore, a higher probability of success.

Backed by presidential and mayoral authority, the Albores Guillen’s agency was granted
permission to negotiate credit guarantees for several millions of dollars to secure financial
backing for the project. A special credit institution, the Economic and Social Development
Fund of the Federal District (Fondo de Desarollo Econémico y Social del Distrito Federal,
FONDEDF), was opened as a subsidiary of the government-owned bank Nacional Financiera,
S.A. to manage the financial aspects of the program (Cross, 1998). It contributed 43 percent
of the Mx$580 million the project required (approximately us$175,000,000 at 1994 exchange
rates), while most of the rest was made available by the National Bank of Domestic Trade
(Banco Nacional de Comercio Interior), another government-owned financial body (Cross,
1998). The fact that the government had to use state-owned credit institutions to finance the
project demonstrated the inability of the city administration to get financial backing from
private banks because of the evident financial risks of the project. President Salinas himself
had to support and push these state-owned credit institutions into taking on the task and the

risks it involved (Cross, 1998).

The risks of such an undertaking were obvious. In general, being informal agents, street
vendors did not have any proof of their income.?” Moreover, they were unable or unwilling

to provide other property as collateral or guarantee on the debt they would be incurring by

8 The title of Roberto Albores Guillen’s appointment was general coordinator of the Program for the Improve-
ment of Popular Commerce and not head of coaBasto. Although, as Cross (1998) pointed out, COABASTO was
virtually taken over by the new agency.

87 Officially, the market stall itself, as a form of condominium real estate, was the only form of guarantee or
collateral for the individual loans that vendors incurred. At a few markets located on Metro property, vendors
were not owners but merely lessees, and the lease itself had to suffice as the security (Cross, 1998).
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entering the plaza construction program.®® Therefore, the PMcP (or new coaBasTo)—and by
extension the city government—had to act as the guarantor of all the financial credits (Cross,
1998). Although the city government had a new neoliberal approach, different from previous

administrations, it still incurred a huge financial risk (DDF-COABASTO, 1994).

In addition, instead of introducing the long-awaited and much debated market regulation,
the ARDF passed a directive (bando)® that banned informal street vending in the Historical
Center and La Merced neighborhood, which would come into force as soon as street vendors

could be moved into the new commercial plazas (ARDF, 1993; Monge, 1993¢).

Tactfully, the city government continued to work with the street vendor associations rather
than antagonizing them. Most of the commercial plazas were designed for particular associ-

ations of street vendors, and the leaders were given several important powers in the process.

4.3.12 The powers conferred on street vendor leaders

The plaza construction program greatly benefited the street vendor leaders. The city admin-
istration negotiated the implementation of the program with them. The exclusive access that
vendor leaders had to information and power—as a result of their role as intermediaries be-
tween vendor members and authorities—made base members of the associations more reliant
on them, as these leaders were the only people who could guarantee the vendors a place in

the new commercial plazas (Cross, 1998).

As only street vendors who were accredited members of an association were able to purchase
a stall in the plaza program, the vendor leaders had the last word about who could buy a stall
in the assigned commercial plaza since they defined membership and thus determined who
was and was not a member. Therefore, vendor leaders became the doorkeepers of the plaza
construction program, and had the power to control access to stalls in commercial plazas and,
in most cases, to distribute the stalls among their members (Cross, 1998). On many occasions,
leaders reserved the best located stalls for themselves, friends or loyalists, or for those who paid

the largest sum (Cross, 1995; Stamm, 2007).

This arrangement of control over the commercial plazas gave vendor leaders the opportu-

nity to take advantage of their powers to the detriment of the base vendor members of their

88 According to Cross (1998), the debt would be between us$3,000 and Us$7,000 depending on the size and type
of stall.

% A bando or directive is a mandate or official announcement published by a superior authority (in this case,
the ARDF) to convey policies, responsibilities, and procedures.
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associations, who were supposed to be the ultimate beneficiaries of the program. Far from
being undermined by the plaza construction program—which was supposed to weaken the
vendor leaders’ grip on their associations by making individual vendors into property own-
ers?*—vendor leaders became even more powerful. They not only gained full control of the
commercial plazas as well as their association but could also threaten to reoccupy the streets
if they considered it appropriate, which posed a problem for government authorities (Cross,
1998).

The policy to leave considerable power in the hands of the street vendor associations was
coherent and reasonable, given the concern among government officials that the street vendor
associations would be able to retard or contest effectively the plaza construction program by
refusing to leave the streets. However, this crucial government decision enabled the street
vendor associations to adopt a strategy with two purposes: to take control of the commercial

plazas while at the same time preparing to return to the streets at the first opportunity they

had (Cross, 1998).

It is worth pointing out that the plaza construction program was implemented in the con-
text of forthcoming presidential elections. Even though planning started soon after the 1991
midterm elections, most of the commercial plazas were completed and handed over to the
street vendor associations in 1993, the year when the PRI would select its presidential candi-

date, and a year prior to the 1994 presidential elections (Monge, 1998).

The timing was important since the mayor, Manuel Camacho Solis, was considered by
many to be one of the main contenders—together with Pedro Aspe and Luis Donaldo
Colosio—for the PRI nomination to the presidency of Mexico.”* Although he denies it (Cama-
cho Solis, 2010), some observers argue Camacho Solis used the plaza construction program
as a lever to gain the presidential ticket and as a way of projecting an image of purposeful-
ness and efficiency for middle class voters, and to gain supporters, under the new ‘member
ownership’ scheme, among a new group of micro-entrepreneurs or “vendor-owners” (Cross,

1998:212) who had been favored by his policies.?*

Initially the program appeared to be a success. Street vendors evacuated the streets of the

Historical Center in Mexico City for the first time in years. The city government had not

*This objective (of weakening the vendor leaders’ grip on their associations) actually started to become a
reality some years later, as suggested by Stamm (2007).

2'Given the prominence and exposure that the position has as the second in importance in the country (only af-
ter the presidency itself), with few exceptions, mayors of Mexico City are frequently considered natural candidates
to run for the presidency of Mexico.

**In the same fashion as Ernesto P. Uruchurtu had done in the late 1950s and early 1960s.
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allowed sufficient space in the commercial plazas to accommodate every street vendor previ-
ously working in the streets of the Historical Center, displacing the remaining street vendors
to the periphery of Perimeter A. Residents and established businessmen located in the zones
just outside the prohibited perimeter objected to the program (as well as the 1993 decree),
saying it had merely displaced the remaining street vendors into their neighborhoods. Never-
theless, the government of Camacho Solis was praised for sorting out a state of affairs that had
appeared irresolvable (Gordon, 1997b). The program bolstered Camacho Solis’s reputation

and approval rate, as well as his hope to become the PrI presidential candidate in 1994.

4.3.13 Political developments at national level: outcomes at city level

Manuel Camacho Solis was unsuccessful in the bid for the PRI’s nomination to the presidency.
In November 1993, Luis Donaldo Colosio was selected as the presidential candidate for the
PRI. Angry at not being chosen, Camacho Solis resigned abruptly as mayor of the Federal
District. A few days later he was appointed minister of foreign affairs by President Salinas

(Monge, 1993b).

Events unfolded swiftly and within a month Camacho Solis had left the Foreign Affairs Min-
istry and found himself in the southern state of Chiapas with the mandate to negotiate peace
with the Zapatista Army of National Liberation (Ejército Zapatista de Liberacién Nacional,

EZLN), which staged an armed rebellion against the regime on January 1, 1994.%3

President Salinas appointed Camacho Solis to be the coordinator for dialogue and recon-
ciliation in Chiapas. He conducted the negotiations with the EzZLN and succeeded in signing
a preliminary cease-fire, which gave him great prestige. This event combined with the fact
that he had no official position in the cabinet—which legally enabled him to be postulated as
a presidential candidate—triggered rumors that he would be nominated instead of Colosio.
However, Camacho Solis denied such a possibility on March 22, 1994. The next day, Luis
Donaldo Colosio was assassinated in Tijuana. This killing alienated Camacho Solis from the
PRI and Salinas, because many attempted to blame him for the murder of Colosio. On March
29, 1994, Colosio’s campaign manager Ernesto Zedillo was chosen as the new PRI’s candidate

for the presidency.?4

?Designated as the government commissioner for the peace in Chiapas by President Salinas, Camacho Solis
saw it as an opportunity to keep his presidential hopes alive. The spotlights were on him and not on the PRI
presidential candidate Colosio, but history had other plans.

94The deterioration in relations between Camacho Solis and Salinas—and the PrRi—became progressively more
serious until on October 13, 1995, Camacho Solis decided to leave the prI.
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The administrative changes resulting from Camacho Solis’s resignation as mayor of Mex-
ico City did not halt the plaza construction program, since most of the commercial plazas
were either finished or under construction by that time. Nevertheless, according to Cross
(1998), only 24 out of the 30 initially planned commercial plazas were constructed; further

construction was put on hold for the time being, as the city government ran out of funds.

The break up between President Salinas and Camacho Solis as well as the governance vac-
uums?’ and unfulfilled compromises left in the city projects as a result of Camacho Solis’s
departure—requiring the appointment of an interim mayor until a new one could be chosen
by president-to-be Ernesto Zedillo in December 1994—opened the door for street vendor lead-

ers to begin criticizing the agreement they had signed to move into the commercial plazas.

President Salinas appointed Manuel Aguilera Gomez as interim mayor to substitute Manuel
Camacho Solis (Monge, 1993b). Aguilera Gomez had a close relationship and was allied with
some of the most powerful street vendor organizations in Mexico City. Some of them had
been influential in his 1991 senatorial campaign. For example the association led by Alejan-
dra Barrios—who described Aguilera Gomez as “an extraordinary person and a good friend”
(Barrios, 2010)—had organized a number of important political rallies for Aguilera at her of-
fices in the Historical Center (Cross, 1998; Barrios, 2010). Even though he used his proximity
and influence with the vendor associations to keep them in the commercial plazas until the
elections, his appointment suggested that the Salinas administration had shifted its focus from

prevention to mitigation (Cross, 1998).

The new mayor could not keep the momentum that his predecessor had achieved. Aguilera
Gomez spoke in a tough tone about the street vending situation, but his administration only
managed to make any progress on the projects that had been started by Camacho Solis. It
was also evident that Aguilera Gomez’s control of the city government bureaucracy was not
as firm as that of Camacho Solis. This became apparent when accusations surfaced about
inspectors and city officials using the 1993 decree to obtain money from street vendors through
coercion. The situation worsened after the December 1994 peso devaluation and the ensuing
crisis. Many people lost their jobs, and the street vendor groups in Mexico City started to

return to the streets of the Historical Center (Gordon, 1997b, Cross, 1998; Philip, 1998).

95 A ‘governance vacuum’ refers not to the absence of government but to the absence of processes of governing.
In other words, governance vacuum is the lack of efficacy, quality, or good orientation in government intervention
(which gives it much of its legitimacy).
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4.3.14 The abandonment of the plaza construction program

At first, many street vendors were very excited by the prospect of owning a permanent stall
in a commercial plaza. The ownership of such a stall would give most of them their first
commercial property rights and collateral for future possible investments. The fact that the
commercial plazas were located in the city center—an area considered of high land value—
suggested that the future worth of their investment would be much more than its original
cost. Thus, at the beginning of the plaza construction program, the initial relocation of street
vendors appeared to be successful. In fact, the Christmas and New Year season of 1993—1994
was the first in a long time during which the streets of the Historical Center were virtually free

of street vendors (Cross, 1998).

However, by the summer of 1994, and as the new presidential elections approached, discon-
tent among relocated vendors had increased. While city authorities promised to solve financial
and construction problems in the commercial plazas after the 1994 elections, vendor members
and leaders began considering the option of going back to the streets. Disenchantment set in
quickly on many of the commercial plazas soon after they were officially opened as they were
poorly planned and located. They were constructed with little input from the street vendors
or their leaders to oversee their commercial feasibility and many of them turned out to be

commercial failures (Cross, 1998).9°

Relocated vendors, confronted with high monthly payments and a reduction in their in-
comes, either left the plazas completely or resorted to the method of torero vending®” in nearby

streets to make ends meet.

While the street vendor leaders remained officially committed to the plaza construction
program, they also began to express their concerns. A leader of a small association told Cross
(1998) that vendors expected there to be a prompt solution to the commercial plaza problems
after the elections, hoping that their loyalty to the PrI would help. Otherwise, it was the

general feeling to go back to the streets at the first opportunity, but it was up to the larger

% According to Cross (1998) the largest commercial plaza—with 1,500 stalls packed into a crowded area of
narrow corridors—never reached more than 20 percent of occupancy, even though all the street vendors had paid
their down payments on schedule. Another commercial plaza, built for vendors who had been operating in the
Metro, was placed three blocks away from its original market area on the opposite side of a major street. As a
result, it lost all its customers and was unable to attract new ones.

7 Toreros or bullfighters are ambulatory or itinerant street vendors whose main characteristic consists of elud-
ing the police and government officials by means of their mobility. The toreros do not have a fixed space and
usually wander around in streets with a high circulation of cars and people. The goods they sell are fairly cheap
and easy to carry, which helps them to have a greater degree of mobility unlike other forms of stall street vending.
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and most powerful vendor associations to take the first step, as small associations would have

been easily crushed by the city police (Cross, 1998).

The competitiveness among vendor leaders was such that as soon as one association started
to reoccupy the streets, the others would be forced to follow suit to avoid other groups of
vendors from taking over streets that over time they had considered theirs (Cross, 1998). This
eventually would bring not only problems between street vendor associations and the city

government, but also conflict between different street vendor associations as well.

Alejandra Barrios, the leader of one of the largest associations—who had made public her
aspiration to get a seat in the ARDF on a PRI ticket (Monge and Ortega Pizarro, 1990; Cross,
1998)—harshly criticized the city government for not fulfilling the compromises established
on the agreement and argued that this breach gave her association a legitimate right to revert
it. Arguing that she had been coerced into signing the agreement, she accused the city gov-
ernment of building the commercial plazas in cheap areas rather than commercially feasible
ones (Monge, 1992a; Cross, 1998). She also blamed the city government for allowing inten-
sified vending around the Historical Center?® which stole many of their potential customers.
Finally, she pointed to the creation of a new type of toreros within the commercial plazas, who
would only respond to the market inspector and not to the association leader. According to
her, market inspectors would collect bribes every day to allow them to do torero vending in

the commercial plazas (Cross, 1998).

The vendor associations did not have to wait too long. Within days of the inauguration of
Ernesto Zedillo as president of Mexico, on December 1, 1994, the economic miracle of his
predecessor, Carlos Salinas, collapsed. An attempt to adjust an overvalued peso—and in this
way control the inflated trade deficit—Ied to a collapse of the exchange rate. The country was
submerged into a sharp recession as the peso dropped to less than half its former value. This
was accompanied by increasing interest rates and import costs, leaving the commercial plaza

vendors trapped between lower sales and higher costs (Cross, 1998).

While suppliers increased their prices and customers were nowhere to be found, the vari-
able interest rate on the stall mortgages rose rapidly from 10 percent to 50 percent (Cross,
1998). Having reached their limit, the vendor association leaders carried out their threat and

started to organize street markets outside the commercial plazas. By the summer of 1995,

% Groups of vendors left outside the initial commercial plaza buildings were relocated to areas on the edge of
the Historical Center to give the impression the project was finished. However, they began to attract clients who
decided to buy in those street markets outside the traditional commercial city center, aggravating the problems of
vendors located in the commercial plazas (which were on the city center). This is what they meant with ‘intensified
vending’.

187



THE CAMACHO SOLIS ADMINISTRATION, THE PESO CRISIS, AND SUBSEQUENT YEARS

around 4,000 informal vendors were again selling in the streets of the Historical Center (Cross,

1998).77

Needless to say, the events and problems mentioned above affected the perception street
vendors had of the city government, the PrI, and their own vendor leaders. Street vendors
principally blamed the city government for the problems they suffered. They also accused the
PRI and their own vendor leaders for failing to live up to the commitment to protect them (See
Appendix A.2)."° The failure of the plaza construction program was a key reason for the
reduction in individual and organizational support for the PR among those groups that were
supposed to benefit from it—the informal street vendors themselves (Cross, 1998). All these
reactions had an effect on the future strategy of the vendor associations as they attempted to

reassert their role as organizations (Cross, 1998)

4.3.15 The response of the vendor associations to their members

The changes in political preferences and in the perception of their leaders among the vendors
led the associations to rethink their responsibilities and take effective actions to reaffirm their
relationship with their members. One measure was to protect vendors who were unable to
continue paying the mortgages on their stalls. The stalls could be repossessed by the FONDEDF
if three payments were missed, though in practice very few stalls were repossessed despite the
high default rates (Cross, 1998). Another measure taken by the vendor associations was to
encourage vendors to establish stalls outside the commercial plazas in order to compensate
for their losses and be able to survive, arguing that the city government had broken its part
of the agreement because of the poor state of the commercial plazas and the large quantity
of vendors still on the streets (Cross, 1998). The street vendor leaders Alejandra Barrios and
Guillermina Rico, who together controlled about 8o percent of the vendors in the area at the
time, began to put pressure on the city government to allow their vendors back on the streets
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to recuperate their original level of sales and thus be able to pay for their stalls™" (Cross, 1998).

22 Qver time, the commercial plazas had different outcomes and levels of profitability. Some were commercially
successful; others were plain failures. The commercial plazas that were not successful became deserted white
elephants as the vendors who had been relocated inside them quickly went back to the streets. Many vendors
became insolvent once they realized their reduced returns were not enough to pay for the mortgages on their stalls
(Cross, 1998).

'°See Appendix A.2 and Table A.2 for a more detailed analysis on the reasons for the failure of the Plaza
Construction Program, according to the vendors’ perceptions. The analysis is based on the results of survey
carried out by Cross in 1995.

“"They were successful in getting support from the pri. The national PRI president, Maria de los Angeles
Moreno (1994-1995), called for the bando prohibiting vending in the area to be annulled because of the crisis.
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Throughout the 1994 elections and despite the latent problems, there was the belief among
vendors that the Pri still represented the best opportunity for the implementation of reforms
in the plaza construction program that would reduce the costs for them. Moreover, the option
of finding political sponsors or patrons in other parties seemed unfeasible at this point in time.
Cross (1998) reported that one vendor told him that they had asked for the support of other
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political parties, but only the Pr1 offered to assist them (Cross, 1998).

However, as the situation deteriorated through 1994 and 1995, vendor leaders affiliated to
the Pr1 did not spare their criticism of the plaza construction program and the city govern-
ment. They claimed that the city government consistently ignored them but, paradoxically,
favored opposition-affiliated groups. One leader complained: “We can give the system 8o per-
cent of the seats (in upcoming elections for counselors), but they do not seem to realize how
important we are... If we became members of the opposition, we would probably be better
off” (Cross, 1998:223—224). Another vendor leader stated: “Nobody is affiliated with the pRr1
out of conviction. We are all with the system out of convenience. And there may come a time

when it is no longer convenient” (Cross, 1998:224).

Thus, while the vendor leaders remained loyal to the PRI for the time being, activists be-
longing to the left-wing opposition Party of the Democratic Revolution (PRD) and even some
militants from the more radical Independent Proletarian Movement (Movimiento Proletario
Independiente, Mp1) '3 approached them to discuss the prospect of combining forces (Cross,
1998). However, vendor leaders were unsure about taking this route. Association leaders
wanted to avoid confrontation with the city administration, arguing that they would easily
be crushed by the riot police, but they also made clear that if the city administration did not

solve their problems, they would not be responsible for the consequences (Cross, 1998).

However, she was replaced soon afterwards (as a consequence of the prr’s defeat in Baja California Norte State,
which was won again by the PAN in 1995), and her statement, which was badly attacked in the media, was ignored
by government authorities (Cross, 1998).

©*As the problems they faced were caused by a pri-led government, it is surprising that many of the vendors
still expressed their support for the pr1. They saw it as the only option or cited past favours they had received from
the official party as their main motives (Cross, 1998).

%3 The Mt is one of the most radical union movements in Mexico. It was built around the suTAUR-100, the union
of bus drivers whose leaders were arrested and whose members were fired unilaterally by the government when the
company was declared insolvent in preparation for the privatization of the bus system. The government’s main
reason for attacking the union so severely was its open support of the Zapatista Army of National Liberation
(EZLN). An official in the mayor’s office admitted that the government’s greatest fear was that the Mp1 would make
an alliance with the street vendors in the Historical Center (Monge, 1995; Cross, 1998).
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4.3.16 The presidency of Ernesto Zedillo

Ernesto Zedillo was elected president of Mexico on August 21, 1994, defeating the PAN’s presi-
dential candidate Diego Fernandez de Cevallos, and the PrD’s presidential candidate Cuauhté-
moc Cardenas Solorzano. Ernesto Zedillo took office on December 1, 1994, and within a few
days after taking office, one of the biggest economic crises in Mexican history—caused by the
so-called December mistake, which eventually led to the Tequila Crisis or Peso Crisis—hit the
country. Although the outgoing President Salinas was mainly blamed for the crisis, Salinas
claimed that President Zedillo made a mistake by changing the economic policies of his ad-
ministration. The crisis ended years later, after a series of reforms and actions led by Zedillo.
Us President Bill Clinton granted a us$so billion loan to Mexico, which helped one of Zedillo’s

initiatives to rescue the banking system (Philip, 1998).

When Oscar Espinosa Villarreal replaced Manuel Aguilera Gomez as mayor of the Federal
District at the outset of Ernesto Zedillo’s administration, vendor leaders began distinguish-
ing their support of the PrI from their attacks on the city government for failing to deliver
on promises made to them by Camacho Solis. Alejandra Barrios maintained: “the program
was successful enough while Camacho was in office, but after his departure there was no
more promotional support, the government gave us nothing” (Cross, 1998:213). Regarding
Espinosa Villarreal, she expressed her discontent saying that he “hit [informal] commerce and

mistreated [vendor] leaders” (Barrios, 2010).

Other vendor leaders also aired their discontent, arguing that the new mayor Espinosa Vil-
larreal lacked political skills and would not go to the markets and plazas, sending represen-
tatives of inferior level instead (Cross, 1998). Furthermore, many of the vendor leaders dis-
trusted Zedillo, whom they saw as a poor substitute for the late Luis Donaldo Colosio."4
Complaints were directed twofold: first, vendors were expected to pay for the total cost of
their new stalls, although over a five- or six-year period; second, stalls were built within two
years of the notification about the project—a relatively short time—leading to a number of

problems in the planning and design of the commercial plazas (Cross, 1998).

*4John Cross (1998, 2012) recounts that Alejandra Barrios had decorated her office with pictures of herself
and Colosio during the latter’s campaign visit to one of her plazas. I also saw an enormous canvas of Colosio
in Barrios’ office. After Zedillo took office, not a single picture of Zedillo was visible, not even the standard
presidential portrait that vendor leaders used to place in their offices as a symbol of their affiliation with the pr1
(Cross, 1998).
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4.3.17 The Espinosa Villarreal administration

On December 1, 1994, President Zedillo appointed Oscar Espinosa Villarreal as the new
mayor of Mexico City. Early in his administration, Espinosa Villarreal displayed his lack of
expertise in city administration.™5 His stern way of treating protesters, his unwise public se-
curity program, and his controversial arrest of the leaders of Ruta-too—the city bus driver’s
union—all worked against him, causing low levels of popularity among city residents (Monge,

19962, 1996b, 1997a; Gordon, 1997b).

The street vending conflict was the one policy field in which Espinosa Villarreal was able
to gain the public opinion’s approval when he used the police force to control street vending.
The director of the Venustiano Carranza Delegation from 1994 to 1997, Raul Torres Barron,
stated early in 1995 that the government wanted to avoid violence (Cross, 1998); but there
was violence as the city government used the riot police to clear the Historical Center of street
vendors, in open opposition to the street vendor associations (Monge, 1996a; Cross, 1998;
Silva Londofio, 2010). In August and December of 1995, Espinosa Villarreal put into effect
huge police operations to eradicate street vendors from the Historical Center.’® The levels of
violence displayed were such that in January 1996 the us State Department cautioned tourists
against visiting the Historical Center of Mexico City (Monge, 1996a, 1996b; Gordon, 1997b;

Silva Londofio, 2010).

Ironically, the PRI was still dependent on its associated street vendor groups for many polit-
ical purposes, among them their role as infantrymen in the PRI’s effort to maintain political
support in Mexico City.’ In particular, the PRI mobilized street vendors to answer the new

obligations that arose from the more open post-1988 political environment. Following the

'Espinosa Villarreal was a member of the Pr1 and had previously been director of the government-owned bank
Nacional Financiera, and finace manager in the Colosio’s presidential campaign.

°6Tn August 1995, about 3,000 riot police clashed with vendor groups associated with Guillermina Rico, who
was the most prominent street vendor leader in Mexico City at the time (Monge, 1996a; Cross, 1998; Silva Lon-
dofio, 2010). In the course of the following months, though, vendors continued to occupy areas on the streets
despite several further efforts by the city government to remove them by force (Cross, 1998).

7 An event in November 1995 illustrates the roles or functions street vendors associations could perform in
favor of the pri. The Federal District held elections for a new ‘citizen council’ (consejo ciudadano),an irrelevant
and unnecessary body without real power whose goal was to open more spaces for political participation and to
engage the population in the governmental decision-making processes in Mexico City. Nevertheless, the pri, afraid
of an electoral humiliation as a result of the Peso Crisis, manipulated the election rules so that contenders could run
as independent citizens rather than as representatives of political parties. This enabled the pri1 to take advantage
of its control of grassroots groups such as street vendor organizations. Several street vendors—among them the
daughters of Guillermina Rico and Alejandra Barrios—stood for office in their capacity as private citizens. Voters’
participation in the election was insignificant, but many observers agreed that contenders who were close to the
PRI won the most seats (Gordon, 1997b; Cisneros-Sosa, 2001).
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elections of 1988, the political parties in the opposition became more and more vocal, uninhib-
ited about putting forward their claims, objections, and petitions, and using protest marches
as instruments of coercion. The PRI began to use street vendors as violent clash groups (grupos

de choque) to confront such demonstrations (Gordon, 1997b).

These types of political practices were primitive and crude in implementation but tactical
in their planning, and the street vendors played a key role. For example, when the president,
the mayor, or another notable PRI personage went to the Legislative Assembly or Congress,
she or he had to enter through the main door as a sign of her or his power and political status.
However, opposition supporters—mainly supporters of the PRD—came and took over the sur-
rounding streets to prevent these people from entering the venue as a sign of protest, censure
or disagreement. Then, enormous brawls would take place (between the opposition and the
PRI supporters, or between the opposition supporters and police forces) in the struggle for the
space and to prevent (or allow) the person in question from entering the premises. In order
to avoid these embarrassing displays of disapproval, the PR had to go to the site first and take
over the streets before supporters of the opposition got there. The street vendors did the job
for the pr1 (Gordon, 1997b). Pri-affiliated street vendors, sometimes teamed up with infor-
mal settlers (paracaidistas) or garbage pickers (pepenadores), camped out overnight to ensure
that no demonstrators from the opposition came near. When the president, mayor, or PRI
personage arrived at the place in question, the followers cheered intensely and helped her or
him to make their way through the main entrance into the Assembly, Congress, or designated

location (Gordon, 1997b).

Under this tacit agreement, street vendors knew that police crackdowns against them would
be provisional and recognized that the city administration was prepared to revert to the cor-
rupt toleration scheme it had employed in the past. Similarly, government officials knew they
could have it all: repressing the street vendors to calm down their critics while using them to

advance their interests (Gordon, 1997b).

4.3.18 Rupture and estrangement: the final balance of the PRI in Mexico City

Nevertheless, in January r996—and exercising the 1993 decree which banned street vending
within the Perimeter A of the Historical Cente—Espinosa Villarreal reactivated the actions
againts street vendors and began the process of distancing himself from the more than 200

street vendor organizations sheltered by the Pr1. Actions included evictions of street vendors
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and restriction to occupy streets, squares, gardens and public sites in different parts of the
capital; the occupation of the Zécalo central plaza by the police; the gradual suspension of
selling permits; and the imprisonment of influential leaders (Monge, 1996b). Convinced that
the uncontrollable expansion of the informal street vending sector generated more harm than
good to Mexico City, Espinosa Villarreal denied the old relationship with that sector and

marked his distance.

In August of 1996, after a violent confrontation between government inspectors and street
vendors in the city center, Espinosa Villarreal affirmed: “There will not be political clientelism
as in the past, when complicity [between government officials and street vendors] was in-
curred.” (Monge, 1996b:116).7°% As a result of the systematic evictions and the ensuing clashes
between government inspectors and the police with street vendors,™” the relationship between
city government and street vendors began to deteriorate, leading to reproaches, harassment,

persecution, beatings, threats, and lawsuits.

In response, Alejandra Barrios—Ileader of the ALCC—warned that: “people are hungry
and sometimes that goes beyond our control; I cannot imagine how people will react when
they have no food to feed their children.” (Monge, 1996b:116). On the position of Espinosa
Villarreal, Barrios said that: “the mayor is wrong, because we are not a few. We are many and
we work as street vendors because the government cannot provide [formal] jobs for all those

who need them.” (Monge, 1996b:116).

At the same time, the caANACO urged the city authorities to regularize the thousands of
street vendors operating in the Metropolitan Area of Mexico City,"® build shopping bazaars,
and extend the 1993 decree banning street vending to the areas of Coyoacan, San Angel, and

Tlalpan, where informal street vending was growing at a fast pace (Monge, 1996b).

Faced with the government’s onslaught, Alejandra Barrios and Silvia Sanchez Rico™'—
daughter of Guillermina Rico, who died in September 1996—tried to negotiate with the cit
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government, without success. Barrios was furious and warned: “If the authorities try to evict

us, there will be beatings, imprisonment, and theft of merchandise. They will beat us and

8 A5 seen before in this chapter, in previous administrations, authorities and street vendors had lived a rela-
tionship based primarily on tolerance, complicity and mutual benefit.

'There were more than twenty clashes in the first eight months of 1996 (Monge, 1996b).

""°The Metropolitan Area of Mexico City refers to the conurbation around Mexico City, which is also known
as greater Mexico City. It is constituted by the Federal District—composed of 16 delegations—and 41 adjacent
municipalities of the states of Mexico and Hidalgo. The reason why all these delegations and municipalities are
usually aggregated is because they all form a single conurbation.

"Silvia Sanchez Rico is the eldest daughter of Guillermina Rico (who died on September 4, 1996), and who
assumed control over her mother’s association.
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look bad [in front of the public opinion], adding on to their already damaged reputation”
(Monge, 1996b:117). But Espinosa did not bow and said the 1993 decree could be good or

bad, modifiable or not, but it was an ordinance that had to be respected.

Apart from the acts of intimidation in the Historical Center, the city government sought
to get along with other groups of street vendors. First, the city government took the past-due
loans of Mx$ 25 million pesos that several street vendor organizations had with the National
Bank of Domestic Trade for the purchase of stalls in commercial plazas. Then it issued spe-
cial regulations for the Bosque de Chapultepec Park which, among other measures, regulated
commercial activity in this recreational area. Vendors would be allowed in the area but had
to be properly accredited and up to date with the payment of their dues. In the vicinity of the

Basilica de Guadalupe the government implemented similar actions.

The ARDF had also prepared, once again, a bill or law initiative for the regulation of public
markets in the Federal District, which aimed to replace the r951 Market Regulation, still in
force."™ Gonzalo Rojas Arreola, PRD local deputy and president of the Supply and Food Dis-
tribution Commission (Comisién de Abasto y Distribucién de Alimentos) of the ARDF said
in an interview that this law initiative was intended to give certainty to the public markets,
as a public service, in compliance with Article 115 of the Constitution (Monge, 1996b).™*3
He alleged that, at that time, the public markets were involved in a complex problem: the

government had abandoned them to their fate, the market administrators did not fulfill their

functions, and street vending and large shopping malls were gaining ground (Monge, 1996b).

On October 21, 1996, Mexico City’s Secretary of Economic Development, Héctor Flores
Santana, revealed part of the general strategy that the city government was seeking to imple-
ment on street vending. He said the reorganization of street vending would not be limited to
the Historical Center, but would extend to Xochimilco, Tepito, Coyoacan, the Zona Rosa,
and the Gustavo A. Madero Delegation, among other areas of the capital. He even detailed
that the reorganization of street vending in Tepito would be conducted with tripartite invest-

ment: private sector, government, and street vendors (Monge, 1996b).

"2While the 1993 decree banned street vending in Perimeter A in the Historical Center, the 1951 Market Regula-
tion was still in force for the rest of the matters concerning public markets (and street vending where appropriate).

3 Article 115 of the Mexican Constitution refers to the internal organization that Federal States and the Federal
District will adopt for their internal governance, specifying the rights and obligations of municipalities (or in the
case of Mexico City, its delegations). Municipalities and delegations are in change of public markets and supply
centers and thus the relevance of this article on the discussion.
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Considered already by city authorities as one of the four main problems in Mexico City," ™4
street vending was registering an unprecedented growth at local and national levels. According
to the president of the cANACO, José Alfredo Santos Asséo, the number of street vendors in
Mexico City increased from 112,000 to 250,000 in the last six years (1990-1995) (Monge,
1996b).™*5 Likewise, according to the Confederation of National Chambers of Commerce
(Confederacion de Camaras Nacionales de Comercio, Servicios y Turismo, CONCANACO),"*¢
between 1988 and 1995, the number of street vendors in the country increased by 108.5 percent
(from 561,794 to about 1.2 million street vendors), a rate of growth even higher than that of the
economically active population and the employed population whose rates were 23.25 percent

and 20.45 percent, respectively (Monge, 1996b).™"7

A count conducted by the city government reported slightly lower numbers. It quanti-
fied 98,379 street vendors, 79,851 stalls, and 181 critical points where street vending took
place, distributed in the following way: 67 percent of the street vending activity (high con-
centration) was located in the Cuauhtémoc, Gustavo A. Madero, Iztapalapa, Miguel Hi-
dalgo and Venustiano Carranza Delegations; 16 percent (intermediate concentration) in Al-
varo Obregon, Coyoacan, and Iztacalco Delegations; and the remaining 17 percent (low con-
centration) in Azcapotzalco, Benito Juarez, Cuajimalpa, Magdalena Contreras, Milpa Alta,

Tlahuac, Tlalpan, and Xochimilco Delegations (Figure 4.3) (Monge, 1996b).

""4The most significant public problems in Mexico City at the time were: public security, pollution, transport,
and street vending.

"5The iNeGr’s National Employment Survey (ENE) shows that, in 1998, there were 327,019 street vendors in
Mexico City’s Metropolitan Area, and 160,949 in the Federal District. This may be consistent with the 250,000
street vendors mentioned by the CANACO president in 1996 (INEGI, 2004, Monge, 1996b).

"6The cANACO is the local chamber of commerce of Mexico City. The CONCANACO is the confederation of
chambers of commerce of the country.

"7The INEGI’s National Employment Survey (ENE) shows us that in 1998 there were 1,197,136 street vendors
in the country (INEGI, 2004). The number is consistent with the figures given by the concanaco, as quoted by
Monge (1996b).
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Figure 4.3.: Distribution of street vending activity in Mexico City (By delegation, 1996)

Gustavo A.
Madero

Venustiano
Carrranza

High Concentration (67 percent of Street Vending Activity)
Intermediate Concentration (16 percent of Street Vending Activity)
- Low Concentration (17 percent of Street Vending Activity)

Sources: Monge, 1996b.
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By type of operation, the city government found that of all street vendors: 52,603 were
semi-fixed; 14,015 were fixed; 12,728 were itinerant vendors (or toreros); 9,647 were rolling
vendors (or sobre ruedas); 5,510 were extensions (usually of formal businesses who ‘unfolded’
their business on the street); 2,227 were mobile vendors (who are able to set a stall, but able to
move at any time), and 1,649 were automotive vendors (who sold from a car) (Monge, 1996b).

In a 1996 study carried out by the concaNaco named Disloyal Competition in the Com-

18 this institution stated that, based on the growing trend of this informal activity,

merce Sector
it was projected that for the year 2000 there would be more than 2,200,000 informal traders in
the country, which would represent 44 percent of the personnel employed on the formal trade
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(Monge, 1996b).

These data reinforced the impression of the caANAco president, José Alfredo Santos Asséo,
in the sense that while formal trade was plummeting, informal trade was on the rise. Only in
the capital city there were 125,000 formally established businesses for 250,000 informal street
vendors (Monge, 1996b). The caNAco president stated in an interview that this indicator was
a clear sign that street vending had ceased to be a subsistence activity to become a profitable
one: “I feel that this activity has been distorted: it is no longer a way out of unemployment
and crisis; now is an activity that perpetuates unemployment and economic crisis” (Monge,
1996b:118). He illustrated this with a couple of numbers: “the informal trade, in all its forms,
represents 40 percent of the commercial Gppr of Mexico City; and the underground economy

by itself represents 30 percent of the country’s Gpr” (Monge, 1996b:118).

The coNcaNaco study reinforced this theory by pointing out that tax evasion in the coun-
try, generated by street vending, represented 9.11 percent of the programmable government
expenditure® of the public sector in 1995 (Monge, 1996b). The study also showed that street
vending does not benefit those who exercise it, but those who organize and control it. The
CANACO president, as the main advocate of establishing a legal framework to regulate infor-
mal street vending, mentioned that “disguised under a cloak of poverty”, street vendor leaders
had created a kind of parallel power in the capital which, in his opinion, set a bad precedent

(Monge, 1996b:118).

"ts title in Spanish is “Competencia Desleal en el Sector Comercio”, as quoted by Monge (1996b).

9 According to the National Employment Survey (ENE) performed from 1998 to 2004, the total number of
individuals working on street vending in Mexico, in the year 2000, was of 1,222,223 (INEGI, 2004). Thus, the
projection of the CONCANACO was overestimated by about 1 million people.

*°Tn Mexico, government expenditure is divided into programmable and nonprogrammable. The first is di-
rectly associated to a public program to fulfill government administration or to perform social and productive
activities, the latter are outlays that cannot be associated as part of some specific program and that refer to interest
payments, transfers to states and local governments, debts from previous fiscal years, and third party expenditure
(SHCP, 2016).
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Moreover, all recent official attempts to regulate this activity had crashed in a contradictory
and ambiguous legal wall: according to Monge (1996b), at this point in time, there were
16 legal codes that, on one hand, allowed the exercise of street vending and, on the other,

penalized it."™"

The president of the Supply and Food Distribution Commission at the ARDF, Gonzalo Rojas
Arreola, admitted that, in addition to the legal discrepancy, it had been difficult to reconcile in-
terests of city authorities and local legislators, as there were differing views on how to address
the problem. He noted that there were currents of opinion arguing that the ARDF lacked the
authority to legislate on this matter, and others who argued that creating a legal framework to
street vending would be tantamount to legalizing the illegal. “These views have prevented any
progress on the matter; and that the economic and political interests that revolve around street
vending remain intact” Rojas Arreola said (Monge, 1996b:118). Moreover, he estimated that
illegal profits obtained through extortion from street vendors by city public servants reached
Mx$ 2.5 million pesos per day; an amount that annually represented the budget of two delega-
tions and the fifth part of the health sector budget (Monge, 1996b). Rojas Arreola argued that
it was the street vendors the most interested in having their activity clearly regulated as they
were “tired of so much extortion, so much exploitation by leaders and authorities” (Monge,

1996b:118)

The canaco president, Santos Asséo, corroborated that behind street vending there were
economic and political interests that should be banished once and for all. He said that the
authority should not, under any circumstance—neither the crisis, nor the unemployment, nor
the social pressure—allow the contravention of the law, because this led to the breakdown of
civic values “which are what gives cohesion to society” (Monge, 1996b:119). He explained
that he was not against those who engage in this activity, but against the activity itself due to
its illegal nature. In his opinion, what the city government had to do was to regulate street
vending, because in that way the government would ‘dignify’ the work of those who exercised
it. He suggested the construction of ‘popular plazas’ (available for lease to vendors), with the
indispensable minimum services, surveillance on the origin of the goods and products sold,
and the collection of taxes, services charges, and vat. He added that these measures must
be accompanied by a regulation that prohibits the sale of merchandise and food in the street

(Monge, 1996b).

*'That is, 16 different legal codes that directly or indirectly could be used to allow or forbid the street vending
activity (e.g. the Mexican Constitution made it possible while the 1993 decree banned it in the Perimeter A).
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Unlike previous governments, the CANACO president was confident that Espinosa Villarreal
would know how to overcome the challenge. He said that, at least, Mayor Espinosa Villarreal
had shown political will, while admitting that it was not enough to control ‘the monster’. “If
the Historical Center is invaded after the holiday season [of 1996], the message will be clear:
that street vendors have more power than the authority” (Monge, 1996b:119). And that is

exactly what happened.

This situation was about to change radically. Reforms in the electoral laws and the demo-
cratic opening in the political system made the alternation of power between different politi-
cal parties possible. This first occurred in 1989 in the Baja California Norte state where the
PAN won the state governorship displacing the pri, and later it would occur in Mexico City in
1997—where the PRD displaced the PRI—and in 2000 at presidential or federal level—when the
PAN displaced the pr1. The street vendors, their leaders, and their associations were about to
enter a new political scenario where the rules of the game were unknown and their dynamics

and modus operandi would have to be adapted.

4.4 Conclusions

Today, after more than 70 years, four different regulations, two sets of major market con-
struction programs, and innumerable police operations against informal street vendors, the
authorities of Mexico City and their federal counterparts are still searching for a solution to
the problem of street vending. What conclusions can be drawn from the historical analysis of

street vending in Mexico City under PRI governments? What lessons are there to be learned?

4.4.1 |Interpreting the cycles of toleration and repression

In the first place, it is essential to understand that several features of the street vending prob-
lem have remained practically unaltered over time and it seems they will remain so in the
immediate future (Gordon, 1997a). Essentially, the street vending problem has been a strug-
gle among different sections of society who have different interests and opinions about the use
of public space. The antagonism and resistance of formal established businessmen to compe-
tition from informal street vendors has also not changed. Moreover, street vendors have often
been in an ambiguous legal situation, despite periodic attempts to regulate them effectively

(Gordon, 1997a; Cross, 1998).
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Street vendors have always maintained that their activity should be allowed because, in the
absence of formal jobs, the only other options available to them would be criminal activity,
or starvation and extreme poverty. They have never stopped defending their interests in the

official political and legal systems (Gordon, 1997a).

Government officials have frequently used the street vending problem to obtain political
advantages for themselves—or the political parties they represent—and as a source of illegal
income through corruption. The administrations of Mexico City have both repressed street
vendors—to obtain the support of the middle-classes and the business community—and tol-
erated them—to obtain, although unlawfully, additional revenue and the support of the urban

poor who perform this activity.

Thus, a mix of powers, influences, and interests has shifted government policy to and fro
between toleration and repression. Without a sense of direction from the higher authorities
of the city government, lower-rank city officials have repeatedly imposed a policy of corrupt
toleration, in order to improve their private (and illegal) earnings. However, at times, the
mayor, or even the president himself—in various circumstances and in response to different

events—took action in favor of interest groups opposed to street vending (Gordon, 1997a).

For example, the government reacted when the number of street vendors increased dramat-
ically. At some point, the street vendors became not just an annoyance, but an impediment
to the operation of Mexico City. This not only meant that there were traffic problems, but
that those who wanted to consume and invest avoided the affected zones. The government at-
tempted to reduce or at least control informal street vending after the Great Depression (1929),
the Debt Crisis (1982), and the Peso Crisis (1994) because these events triggered an increase

in street vendors beyond bearable and acceptable levels.

Sometimes the number of street vendors in Mexico City increased although there was no
economic crisis to cause it, as in the early 1950s, during the Mexican miracle period. At
this time the number of street vendors rose because the city’s labor force grew excessively,
surpassing the ability of the formal economy to absorb the extra labor. This phenomenon
had several causes, some of them difficult to determine accurately. However, one of the causes
that clearly contributed to it was the high rate of migration from rural areas and other states

to the capital in the late T940s and 1950s (Gordon, 1997a).

This observation illustrates the dynamic processes of the informal sector. The fluctuation
in the number of street vendors shows that informality is often countercyclical (it increases

during recessions, and decreases during periods of economic growth), but growth or reduction
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in GDP is not at all the most important underlying factor. Intuitively, it is possible to assert
that informal employment—and therefore informal street vending—increases when there are
not enough formal jobs with adequate remuneration. This situation might coincide with an
economic downturn, for example in the 1930s and 1980s, but this is not always the case, as in

the Mexican miracle example.

In some cases, factors not directly related to street vending have exacerbated the aversion
and frustration of formal established businessmen and city residents in relation to street ven-
dors. For instance, in the 1930s and 1950s street vendor adversaries protested mostly about
road congestion and sanitary problems, but their underlying goal was greater than these or-
ganizational issues. For some of the detractors, street vendors were the representation of an
unwanted invasion by strangers, both from abroad and from other Mexican states (Gordon,
1997a).

Some observers have portrayed the Uruchurtu administration as the final attempt—by
wealthier occupants of the Historical Center—to prevent urban decay and the transforma-
tion of Mexico City into an asphalt jungle (megacity). The crusade against street vending
during the Uruchurtu administration is consistent with this interpretation. Something simi-
lar occurred in the 1980s, when the obvious deterioration of the Historical Center caused a
national uproar for action. As attempts to renovate monuments and historic buildings started,
street vendor detractors added the defilement of national treasures to the list of the street ven-

dor’s transgressions (Ponce, 1986; Vera, 1989; Monge, 1993a).

4.4.2 Understanding the changing interests of the PRI

The interests of the PRI—the ruling party until 1997 at city level and 2000 at federal level—had
a decisive role in shaping government action in the second half of the 20th century. Important
shifts in policy and strategy in 1952 and 1988 went together with negative electoral results
for the PRI in Mexico City. In both cases, the plans that followed to contain street vending
were part of a broader strategy implemented by the PRI to recover some of their constituents.
In each of these cases, the severe measures taken by the government were endorsed by large
segments of the population of Mexico City, and they helped the Pr1 to win the forthcoming

elections (Gordon, 1997a; Cross, 1998).

Occasionally, the PRI attempted to gain popular support by abandoning its policies of re-

pression. For example, at the end of the 1960s and early 1970s, the PRI acknowledged it had
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distanced itself from the urban poor and the educated middle-class. The PRI wanted to portray
itself as modern and considerate with the underprivileged so as to reduce the type of popular
dissatisfaction that led to student protests, urban guerrilla groups, and underground revolu-
tionary movements in those years. The city administration moderated its position towards

the street vendors in search of this goal (Gordon, 1997a).

A comparable situation occurred in the early 1980s. The austerity measures put into ac-
tion as a result of the 1982 Debt Crisis delivered a profound blow to the image of the pr1
(Philip, 1998). As the national economy was staggering and general dissatisfaction was rising,
a frontal attack on the numerous street vendors who had started to inundate the streets would
have been perilous. In fact, I believe that the street vendor problem became uncontrollable be-
tween the mid-1970s and early 1980s. During this period, street vendor associations emerged
larger and better organized than ever, corruption was rampant in the Mexican political system,
the import substitution industrialization model was coming to an end, and the 1982 Debt Cri-
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sis exploded. All these factors, together with massive migration to the capital,”* contributed

to make street vending an unsolvable quandary.

Throughout most of the 1980s, the government of Mexico City attempted to calm down
detractors with seemingly impressive but insufficient relocation projects, which merely moved
street vendors from one street to another (Gordon, 1997a). City authorities responded to crit-
icism that they were not acting as quickly as necessary against the street vendors by pointing

out that they were attempting to avert major social unrest.

When the city government decided to repress street vendors, it seemed reasonable to assume
that such action would involve the loss of street vendors’ support for the PrI. Nevertheless, the
plans to contain street vendors actually brought them still more firmly into the party enclosure
(Gordon, 1997a). The PRI was able to achieve this deed because of the unclear legal status
of the street vendors and lack of solidarity among the different street vendor groups. With
almost no other options, street vendors had to follow what concessions they could through
their relationship with the prI. The emergence of the PRD in 1989 opened a new channel
through which street vendors could advance their cause. However, the lack of power of the
PRD and its inability to influence the government ensured that the number of street vendors

pursuing this option was low before 1997.'*3

**There was a population increase of 29 percent between 1970 and 1980 in Mexico City. The increase in Mexico
City’s Metropolitan Area was even greater (Table 4.1).

*3This state of affairs would change drastically after 1997, when elections to select the head of government of
Mexico City were held for the first time, and PRD’s Cuauhtémoc Cardenas was the victor.
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Once the city government determined that it was ready to start a new crusade against street
vendors it presented them with a set of incentives and disincentives (carrots and sticks). The
street vendors who collaborated with the government would receive preferential treatment in
the allocation of space in the marketplaces. Those who did not collaborate faced repression
on the streets. Mexico City authorities clearly favored those groups associated with the PRI in
the negotiations and planning, which helped to attract new affiliates into these associations.
As a consequence, the PrI ended up with more affiliates at the end of the campaign against

the street vendors than before it began (Gordon, 1997b).

During the mid-1990s, the street vendors became particularly relevant to the PRI’s polit-
ical operations in Mexico City, since the party had been losing control in its established
strongholds of support—the Confederation of Mexican Workers (cT™M) and the National Peas-
ant Confederation (cNc) (Gordon, 1997a). Ilan Bizberg (1990) has argued that there was a
crisis of Mexican corporatism dating back to 1982, provoked by the inability of the state—
when confronted with the 1982 Debt Crisis—to keep on providing the economic incentives of
populism. Thus, the gradual weakening of party support among the industrial and agricul-
tural unions was in part caused by neoliberal programs of trade liberalization, privatization of
state-owned enterprises, wage controls, and the promotion of foreign investment. As Bizberg
(1990:721) pointed out, “It can be said that the PRI appears to have abandoned not only its

original project, its ideology and its discourse, but also its bases [of political support].”

Other researchers—such as Azuela (1990) and Stamm (2007)—have also recognized a gener-
alized deterioration of corporatism in Mexico during the 1980s and 1990s. However, within
this widespread deterioration, there was a relative progress in the relevance of the popular
sector. This progress did not emerge from the middle-class element of the National Con-
federation of Popular Organizations (cNopr)—such as teachers, small industrialists or bank

employees—but from [umpen™4* or marginal groups such as informal street vendors.

Thus, the cNop provided the PRI with a relevant tool in its attempt to recover Mexico City,
in the form of informal street vendors and other groups in an equally fragile legal situation,
such as informal settlers and garbage pickers. As one Pri official said, “The popular sector

had become the spinal column of the party” (Gordon, 1997a:7).

" Lumpen: Of or relating to dispossessed, often displaced, people who have been cut off from the socioeco-
nomic class with which they would ordinarily be identified (i.e. Lumpenproletariat) (The Free Dictionary, 2010).
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4.4.3 The end of the PRI era in Mexico City

The victory of the PrI in the 1991 midterm elections changed the institutional relationship
between street vendor organizations and the PrR1. Customarily, street vendors had been used by
the PRI for several purposes—including attending rallies and making it appear as if the Pr1 had
vast popular and grassroots support—not necessarily to help win elections but to legitimate

electoral victories, particularly if they were highly contested or downright fraudulent.™’

When the 1991 midterm elections proved that the PRI could win without recurring to fraud-
ulent practices, the city government decided to tackle the problem of informal street vending
in key areas of Mexico City, as part of its wider neoliberal program, which included, among
other things, a policy of increasing the tax base and cutting subsidies. Moreover, the promise
of providing street vendors with stalls in a commercial plaza was a way of removing them from

the streets and gaining their loyalty, to be used as valuable political capital.

The changes in government policy were certainly important, but also influential were the
changes in political context. The construction of markets as a solution to the problem of
street vending had been discussed several times before by other city governments, with no
result. In fact, some people were surprised that commercial plazas were actually built during
the Camacho Solis administration (Cross, 1998). One important factor to take into account
was that Camacho Solis was seen as a prime presidential aspirant, and his plaza construction
program was thought to be a central element of his political career as he sought the presidential
ticket, as it showed his capacity to deal with important problems while developing his network

of supporters.

Cross (1998) argues that, strictly speaking, the plaza construction program of Manuel Ca-
macho Solis could be described as a fiasco in the sense that the city government made an
attempt to buy off the leadership structure of the street vending movement by giving vendor
leaders full control over the administration of the commercial plazas. However, by doing so,
the city government renounced potential long-term success in dealing with the problem of
street vending for the short-term appearance of success on which it hoped to capitalize for the

1994 elections.'*¢

" For example, the election of Carlos Salinas to the presidency in 1988 was marked by wide-ranging charges of
fraud and claims that the true victor of the elections was the candidate of the opposition, Cuauhtémoc Cardenas,
and thus street vendors were needed as a source of support and validation in the process of legitimization of the
victory of Salinas.

26However, Stamm (2007) showed that, some years later, the plaza construction program may have had some
degree of success in one respect, as democratic practices have been registered in the vendor associations of com-
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Thus, street vendor organizations were only momentarily contained, but not vanquished.
Indeed the city authorities had bestowed considerable power on street vendor organizations in
a way that helped to increase their organizational resources, and consequently strengthened
their capacity to resist government policies in the future. Moreover, it facilitated numerous
o