MEXICO

The OECD Regional Outlook reviews recent trends, policy developments, and prospects across OECD

regions, including the underlying causes driving regional inequalities in performance and well-being.
The report offers evidence, guidance and policy recommendations on how to improve competitiveness
and productivity, promote inclusive growth, accelerate the net-zero transition and raise well-being
standards through effective regional development policy and multi-level governance.

Territorial definitions

The data in this note reflect different sub-national geographic levels in OECD countries. In particular,
regions are classified on two territorial levels reflecting the administrative organisation of countries:
large regions (TL2) and small regions (TL3). In Canada, TL2 corresponds to the provinces and
territories.

Small regions are classified according to their access to metropolitan areas (Fadic et al. 2019). The
typology classifies small (TL3) regions into metropolitan and non-metropolitan regions according to
the following criteria:

Metropolitan regions, if more than half of the population live in a FUA. Metropolitan regions
are further classified into metropolitan large, if more than half of the population live in a
(large) FUA of at least 1.5 million inhabitants; and metropolitan midsize, if more than half
of the population live in a (midsize) FUA of at 250 000 to 1.5 million inhabitants.
Non-metropolitan regions, if less than half of the population live in a midsize/large FUA.
These regions are further classified according to their level of access to FUAs of different
sizes: near a midsize/large FUA if more than half of the population live within a 60-minute
drive from a midsize/large FUA (of more than 250 000 inhabitants) or if the TL3 region
contains more than 80% of the area of a midsize/large FUA; near a small FUA if the region
does not have access to a midsize/large FUA and at least half of its population have access
to a small FUA (i.e. between 50 000 and 250 000 inhabitants) within a 60-minute drive, or
contains 80% of the area of a small FUA; and remote, otherwise.

Disclaimer: https://oecdcode.org/disclaimers/territories.html



https://www.oecd-ilibrary.org/urban-rural-and-regional-development/oecd-regional-outlook_2dafc8cf-en
https://oecdcode.org/disclaimers/territories.html

Overview

Population and territory

126,014,024 (2020), 1 964 375 km2 (2018)

Administrative structure
Regional or state-level governments
Intermediate-level governments
Municipal-level governments
Share of subnational government in
total expenditure/revenues (2021)

Key challenges

Objectives of regional policy

Federal

32 States

N/A

2469 municipalities
40.0% of total expenditure
50.6% of total revenues

[Source: Subnational governments in OECD countries: key data, 2023 edition]
Mexico has undergone a process of important territorial changes in recent decades.
However, housing policies in recent years, constitutional modifications on agrarian
property and the lack of rigorous application of planning and land use planning
instruments, among other factors, have accelerated urban expansion over agricultural
and natural areas (ENOT, 2020-2040).

This has brought socio-territorial inequalities that are manifested in the National
Territorial System in which large cities concentrate services, jobs and infrastructure
consuming resources indiscriminately, while their extensive and diffuse peripheries,
as well as dispersed rural localities and indigenous communities, present serious
problems of access to basic services and forms of subsistence in their environment.
In addition, they do not have a mobility system that connects them, nor decent and
safe housing, exacerbating the backwardness in which they live (PNOTDU 2021 -
2024).

In this sense, land-use planning requires effective and updated planning strategies
and instruments in co-responsibility with the agencies involved in land-use planning,
which allow for the articulation of ecological planning with the planning of human
settlements and productive activities.

SEDATU, as head of the land use and urban development sector, in accordance with
the policy principles established in the General Law on Human Settlements, Territorial
Planning and Urban Development (LGAHOTDU by its acronym in Spanish),
developed the National Land Management Strategy 2020-2024 (ENOT by its
acronym in Spanish), which sets out the direction in which Mexico should move over
the next twenty years to achieve a more sustainable scenario in the use and
exploitation of land resources.

The ENOT 2020-2040 identifies 6 macro-regions and 20 Urban-Rural Systems (SUR
by its acronym in Spanish) that functionally structure the country to deepen the
existing functional relationships between states, cities, metropolitan areas and rural
localities.

For its part, the Territorial Planning and Urban Development National Programme
2021-2024 (PNOTDU by its acronym in Spanish) sets out six intrinsically related
objectives with which it intends to move towards new territories:

e  Promote a fair, balanced and sustainable territorial development model
for the wellbeing of the population and its environment.

e Promote integrated development in Urban-Rural Systems and
Metropolitan Areas.

e Transition to an urban development model oriented towards

e Sustainable, orderly, equitable, just, and economically viable cities that
reduce socio-spatial inequalities in human settlements.

o  Strengthen the organizational, productive and sustainable development
capacities of the agrarian sector, rural and indigenous and Afro-Mexican
population and communities in the territory, with cultural relevance.

e Promote the integral habitat of the population in the adequate housing
policy.



https://stats.oecd.org/Index.aspx?DataSetCode=SNGF

Legal/institutional ~ framework  for
regional policy

Budget allocated to  regional
development (i.e., amount) and fiscal
equalisation mechanisms between
jurisdictions (if any)

National regional development policy
framework

Urban policy framework

Rural policy framework

Major regional policy tools (e.g., funds,
plans, policy initiatives, institutional
agreements, etc.)

The General Law on Human Settlements, Territorial Planning and Urban
Development (LGAHOTDU, Article 8 section VII) establishes that the Ministry of
Agrarian, Territorial and Urban Development (SEDATU) is responsible for planning,
designing, promoting and evaluating financing mechanisms for regional, urban and
rural development, with the participation of the Federal Public Administration and
other levels of government, as well as to promote and execute the construction of
infrastructure and equipment works for regional, urban and rural development to

Strengthen sustainability and adaptive capacities in the territory and its
inhabitants

promote access for all to the services, benefits and prosperity offered by cities..

Likewise, the National Development Plan (2019-2024) recognizes that under the
principle of Leave no one behind, leave no one out and Economy for Well-being,
regional projects will be designed to address specific needs, based on the following

priority projects:

Some of the instruments created by SEDATU to address regional development linked

Mayan Train: infrastructure, socio-economic development and tourism
project aimed at increasing the economic flow of tourism in the Yucatan
Peninsula.

Programme for the Development of the Isthmus of Tehuantepec: its
objective is to promote the growth of the regional economy with full
respect for the history, culture and traditions of the Oaxacan and
Veracruz Isthmus.

Northern Border Free Zone Programme: applied in the 43 border
municipalities with the United States, offering development benefits (tax
reductions, minimum wage increases, etc.).

National Development Plan 2019 — 2024

Sectoral Programme for Agrarian, Territorial and Urban Development
2020 - 2024 (PSEDATU)

National Land Management Strategy 2020 - 2040 (ENOT)

Territorial Planning and Urban Development National Programme 2021-
2024 (PNOTDU)

National Development Plan 2019 — 2024

Sectoral Programme for Agrarian, Territorial and Urban Development
2020 - 2024 (PSEDATU)

National Land Management Strategy 2020 - 2040 (ENOT)

Territorial Planning and Urban Development National Programme 2021-
2024 (PNOTDU)

National Development Plan 2019 — 2024

Programmes deriving from the agriculture and rural development sector
under the Ministry of Agriculture and Rural Development (SADER by its
acronym in Spanish).

to priority projects of the Government of Mexico are the following:

Regionalisation of the National Land Management Strategy 2020- 2040
(ENQT): The ENOT is a 20-year planning instrument that identifies 6
macro-regions and 20 Urban-Rural Systems (SUR) that functionally
structure the country. The identification and definition of macro-regions
and Urban-Rural Systems (SUR) are a way of deepening the functional
relationships between states, cities, metropolitan areas, and rural
localities. The SURs are basic spatial units that group together non-
urbanized areas, urban centers and rural settlements that are
functionally linked.




Policy co-ordination at national level

Multi-level governance mechanisms
between national and subnational
levels (e.g., institutional agreements,
Committees, etc.)

National Council for Territorial Planning and Urban Development (CNOTDU):
Consultative body on land-use planning and urban development made up of more
than 40 agencies and entities of the Federal Public Administration, including eight
State Secretariats: representatives of states and municipalities, the Chamber of
Deputies, the Senate of the Republic, as well as society organizations. It seeks to be
a tool for communication and coordination between the actors involved, as well as a
mechanism for democratic planning and management where the active participation
of the population is encouraged. Likewise, the Council is the consultative body whose
attributions include the monitoring and evaluation of national land-use planning
policies. Thus, the monitoring and evaluation of the ENOT will be carried out within

Territorial Planning Programme for the Isthmus of Tehuantepec Region
(POT-RIT): Its objective is to establish an instrument that is the guiding
axis that configures the territorial development of the Isthmus of
Tehuantepec region, through a model of sustainable, multi-scale, fair
territorial planning with a systemic approach in the short, medium, and
long term, which favors urbanization processes and the use of forms of
occupation compatible with the territory, and the rational use and
exploitation of its resources.

Land Management Programme for the South-South-East Region: The
main objective of the Programme, framed within the National Land
Management Strategy (ENOT), is to generate a land management
model and public policies in the short, medium, and long term, aimed at
guiding sustainable, equitable and inclusive development and
occupation in the territory, being the guiding axis for harmonizing state,
metropolitan and municipal or local land planning instruments, linked to
the National Land Policy.

Programme for the Development of the Isthmus of Tehuantepec 2020-
2024 (PDIT): Its objective is to promote the growth of the regional
economy with full respect for the history, culture, and traditions of the
Oaxacan and Veracruz Isthmus to generate the conditions for an
inclusive economy that promotes the wellbeing of the population and
guarantees a fair distribution of benefits.

this collegiate body

National Metropolitan Network (RENAMET): Its objective is to
strengthen the metropolitan network through the exchange of
coordination and territorial planning experiences within the framework
of the binational agenda. It functions as a mechanism to promote the
transfer  of  knowledge, methodologies, best practices,
professionalization and information exchange, as well as the
development of strategic projects within this territorial scale.
State councils for territorial planning and urban development: The State
Councils have the objective of contributing to improve public policies on
urban and territorial development to build a national strategy with a
long-term vision. These councils are a mandate derived from the
LGAHOTDU, where there must be a national council and state and
municipal replicas in conurbations and metropolitan regions of the
country, to determine the policies and planning of urban and territorial
development, to have different visions of the same problem and thus
enrich the management of land use planning.
Metropolitan Development Advisory Councils: The LGAHOTDU (Article
19) establishes that, in order to ensure consultation, opinion and
deliberation of land use and urban development and metropolitan
development planning policies, the federal entities, and municipalities,
within the scope of their respective competences, will form the following
auxiliary bodies of citizen participation and plural composition:

o The State Councils for Territorial Planning and Urban

Development.
o Metropolitan and conurbation commissions, and




o Municipal councils for urban development and housing if
necessary.

e  Metropolitan planning commissions: They include the participation of
different actors from the three levels of government, the private sector,
civil society, and academia. Currently, 58 out of 74 Commissions are
installed and meet according to the nature of each Metropolitan Zone.
Since 2020, they have been chaired by Sedatu and their objective is to
reach a consensus on decision-making with respect to land use
planning and urban development.

Policy co-ordination at regional level

Evaluation and monitoring ENOT Evaluation and Monitoring Working Group: The monitoring and evaluation of
the ENOT 2020-2040 is coordinated by Sedatu with the participation of a Working
Group for the Monitoring and Evaluation of the ENOT (WG) that is integrated by
representatives of the different social, private and public sectors, and may request
the necessary information from the State Councils for Territorial Planning and Urban
Development (CEOTDU) to monitor the Strategy, analyze the information and
prepare inputs for the presentation of progress, issue opinions and recommendations,
and prepare reports to the National Council and State Councils for Territorial Planning
and Urban Development.

Future orientations of regional policy ENOT Vision 2020-2040: In twenty years’ time, ENOT should:

o Identify the Urban-Rural Systems and regionalization that functionally
structure the country, as well as guide the delimitation and
characterization of strategic metropolitan areas to boost economic
development and reduce regional disparities.

e To propose measures for the sustainable development of the country's
regions in terms of their natural resources, their productive activities and
the balance between human settlements and their environmental
conditions.

e Propose guidelines for the provision of infrastructure, equipment and
facilities that are essential for the development of the regions and the
country.

Regional Inequality Trends

Mexico experienced a decline in the Theil index of GDP per capita over 2000-2020. Inequality reached
its maximum in 2008. The figures are normalized, with values in the year 2000 set to 1.

Figure 1. Trends in GDP per capita inequality indicators, TL2 OECD regions
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Source: OECD Regional Database (2022).



In Mexico, the gap between the upper and the lower half of regions in terms of labour productivity
decreased between 2005 and 2019. Over this period labour productivity in the upper half of regions
declined roughly by 3%, while it increased by 6% in the lower half of regions. During 2020, the gap
continued to narrow. Nevertheless, more years of data are necessary to determine the long-term impact
of the COVID-19 pandemic on labour productivity gaps in regions.

Figure 2. Evolution of labour productivity, TL2 OECD regions
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Note: A region is in the “upper half” if labour productivity was above the country median in the first year with available data and
“lower half” if productivity was below the country median. Labour productivity in each group is equal to the sum of Gross Value
Added, expressed in USD at constant prices and PPP (base year 2015) within the group, divided by the sum of total employment
in regions within the group. Regions are small (TL3) regions, except for Australia, Canada, Chile, Colombia, Ireland, Mexico,
Norway, Switzerland, Turkiye and the United States where they are large (TL2) regions due to data availability.

Source: OECD Regional Database (2022).



Regions where the economic activity shifts towards tradable activities, such as industry and tradable
services, tend to grow faster in terms of labour productivity. In Mexico, between 2005 and 2020, the
share of workers in the industrial sector remained approximately stable across all regions. At the same
time, the share of workers in the tradable services sector went up in all regions but more so in regions
that were already in the upper half of the labour productivity distribution. Hence, the evolution of
employment shares in the tradable services sector widened the labour productivity gap between
regions.

Figure 3. Share of workers in most productive (tradable) sectors, TL2 OECD regions
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Note: A region is in the “upper half” if labour productivity was above the country median in the first year with available data and
“lower half” if productivity was below the country median. The share of workers in a given sector for a group of regions is defined
as the sum of employment in that sector within the group divided by the sum of total employment within the group. Regions are
small (TL3) regions, except for Australia, Canada, Chile, Ireland, Mexico, Norway, Switzerland, Tirkiye and the United States
where they are large (TL2) regions due to data availability. Industry includes the following tradable goods sectors: Mining and
quarrying (B), Manufacturing (C), Electricity, gas, steam and air conditioning supply (D) and Water supply; sewerage; waste
management and remediation activities (E) NACE macro sectors. Tradable services include Information and communication (J),
Financial and insurance activities (K), Real estate activities (L), Professional, scientific and technical activities (M), Administrative
and support service activities (N).

Source: OECD Regional Database (2022).

Recent policy developments

Preliminary Draft Metropolitan Constitutional Reform, SEDATU 2022-2023: The project was
conceived in 2022, with the aim of shaping a legislative reform initiative on metropolitan matters to
strengthen inter-municipal coordination in Mexico. This project resulted in seven documents associated
with the analysis of the Mexican Constitution and the General Law on Human Settlements, Land-Use
Planning and Urban Development. This work, which has an impact on metropolitan public policy, was
recently taken up again and has led to the presentation of the "Initiative with draft decree, which reforms
various provisions of the Political Constitution of the United Mexican States regarding the right to
sustainable development", which seeks to reform the Fifth Title, as well as Articles 4, 73, 115 and 116
of the Mexican Constitution. It was presented in the Chamber of Deputies of the Congress of the Union
on November 15, 2022; currently, the initiative with draft decree is pending opinion in the Commission
of Constitutional Points and pending opinion in the Commission of Metropolitan Zones of the same
Chamber of Deputies and can be consulted on the following web pages:

http://sitl.diputados.gob.mx/LXV _led/iniciativasixv.php?comt=42&tipo_turnot=1&edot=P
http://gaceta.diputados.gob.mx/Gaceta/65/2022/nov/20221108-11.html#Iniciativa24



http://sitl.diputados.gob.mx/LXV_leg/iniciativaslxv.php?comt=42&tipo_turnot=1&edot=P
http://gaceta.diputados.gob.mx/Gaceta/65/2022/nov/20221108-II.html#Iniciativa24

Land management as public policy, INSUS 2020: The National Institute of Sustainable Land (INSUS
in Spanish), a decentralised unit under SEDATU, has a central instrument for land management, which
emphasises the integrated urban development approach, which is designed with elements such as:
well-located urban land (intra-urban or contiguous to the urban area), a mix of different land uses for
housing, equipment, economic activities, services; the mix of different housing typologies from self-
produced, popular, medium social and residential, the integration of incentives, financing and public
programmes; the development of land-based instruments for the management and financing of urban
development (such as sale of development rights, contribution of improvements, transfer of potential,
polygons of action), to guarantee the supply of land for those who have the least and to resolve the
causes that generate irregularity.

Mexican Official Standards:

NOM-SEDATU-001-2021, Public Spaces in Human Settlements: In order to generate certainty in
territorial planning processes at both national and local government level and to generate more
inclusive, safe, resilient, and sustainable spaces, NOM 001 was issued in February 2022. It has the
specific function of setting out guidelines on management, planning, universal definitions, principles for
the improvement, care and maintenance, progressive increase, comprehensive management,
construction, and use of public spaces found in different cities of this extensive Mexican Republic.

NOM-002-SEDATU-2022, Equipment in the instruments that make up the General Territorial Planning
System. Classification, terminology, and application: In August 2022, NOM-002-SEDATU-2022 was
published, which aims to define, classify, and prioritize the terminology used for the identification of
public and private facilities in the preparation of the planning instruments of the General Territorial
Planning System.

Preliminary draft NOM that establishes the Guidelines for the Strengthening of the Territorial System:
In 2022, the Preliminary Draft of the NOM that establishes the Guidelines for the Strengthening of the
Territorial System to resist, adapt and recover from natural hazards and climate change through Land
Use Planning was prepared, whose objective is to Strengthen the territorial system to resist, adapt and
recover from natural hazards and climate change, through guidelines in land use planning instruments,
under a socio-ecosystemic approach.

Preliminary draft of the Mexican Official Standard, Integrated Risk Management: Non-urbanisable areas
with environmental or cultural value or in areas with a high level of danger and exposure due to
hydrometeorological, geological and climate change phenomena. Its objective is to establish criteria for
Integrated Risk Management, through the characterization of non-urbanisable areas and their territorial
planning within primary zoning. It will be obligatory in the elaboration of plans and programmes in
matters of territorial planning and urban development and of basin councils for local governments, as
well as in urban development plans and programmes, and will be incorporated into metropolitan zone
and tourism planning programmes. For the formulation of mandatory guidelines, the National Risk Atlas
should be considered as a reference framework.

Harmonisation of land-use and ecological planning: SEDATU's General Directorate for Land
Management is working on the project "Integration of ecological, territorial and urban development
planning programmes into a single instrument", whose objective is the development and application of
analysis and evaluation to contribute to sustainable territorial development, through strategies for the
integration of ecological, territorial and urban development planning programmes into a single planning
instrument, under a socio-ecosystemic approach to the territory.



