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Abstract

This study analyzes regional income inequality in Mexico during 1993-2003, the 

periods of economic liberalization, using a one-stage Theil decomposition method. The 

regional income inequality is also studied by sector (commercial, manufacturing and service) 

for 1989-1999 in order to observe the effects of each sector in the regional inequality as well 

as to obtain the robustness of the results. My principal empirical results are as follows: First, 

the overall regional income inequality exhibits an increasing trend in 1993-2003, principally 

because of the increasing within-region inequality. Within-region inequality has contributed 

less than between-region component to the overall income inequality, but its contribution has 

been getting larger in recent years. Second, the increase of the within-region inequality in 

the region Capital contributed most to the increase of the total within-region inequality. 

Capital, the most developed region in Mexico, is the most unequal region with the largest 

increase in within-regional inequality during the period. Third, the increase of the overall 

regional income inequality in the service sector is outstanding during 1989-1999. In the 

service sector, both the within and between-region components increased, leading to the 

significant increase of the overall regional inequality.  

Introduction 

Mexico has been historically nominated as a country with high income 

inequality as are other countries of Latin America
１

. Besides, income inequality has been 

observed between states and regions in Mexico. According to Esquivel and Messmacher  
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(2002), the quotient of product per capita in the richest state with relation to the lowest 

is 6.7 in 1950 and 6.1 in 2000, which is fairly large in an international perspective. There 

is also large regional disparity in other indices on development. According to the World 

Bank(2004), the three southern states of Chiapas, Guerrero, and Oaxaca have the lowest 

rankings among all states in both CONAPO’s index of marginality(based on access to 

basic infrastructure services, housing conditions, education attainment, and wage 

earnings) and the UNDP’s Human Development Index(based on per capita GDP, 

educational achievement and enrollment, and life expectance). Regional disparity is one 

of the biggest concerns for the Mexican authorities and the economists. 

The object of this study is to observe the performance of the income inequality 

between regions (regional income inequality) in Mexico during 1993-2003, the period of 

reinforcement of economic liberalization. Mexico signed NAFTA (the North American 

Free Trade Agreement) in 1992 and trade liberalization, which has proceeded since 

1980s, was deepened in the post-NAFTA period. As NAFTA is treated as an economic 

integration with North America for Mexico, the impact of the trade liberalization should 

be different for each region. In this paper, I consider the possible effects that the 

economic integration has at the sub-national level by analyzing the performance of 

regional income inequality in the period of deepening trade reform. If we have a better 

idea of the performance of regional income inequality in the liberalization period, it will 

have a useful implication in terms of the political economy issues. It will also provide an 

example to show the regional effects of an economic integration to the other 

(developing) countries that have plans to be integrated with the bigger countries.  

The regional income inequality is analyzed by a one-stage Theil decomposition 

method. The total regional income inequality is decomposed into two components, 

within-region and between-region inequality. I would like to observe how big the total 

regional income inequality is, at what extent each component contributes to the overall 

income inequality and how they are changing in the liberalization period.  

Besides the analysis of the whole Mexican economy, I will analyze the 

performance of regional income inequality by sector during 1989-1999, using the same 

method. By adding the analysis by sector such as Kato and Nishijima(2005), it is 

possible to observe the relation of each sector with regional income inequality as well as 

obtain the robustness of the results.  

The remainder of the paper is organized as follows. Section Ⅰ reviews some  
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literature and describes the methodology of one-stage Theil decomposition method. 

Section Ⅱ presents the data that I use in my empirical exercise. Section Ⅲ presents 

the empirical results. Then it concludes.  

Ⅰ Literature review and methodology 

1. Literature review 

There is no literature that analyses the regional income inequality in Mexico by 

the Theil decomposition method. However, there are several authors who analyze the 

regional disparity in Mexico by other methods. 

Esquivel(1999) analyzed the process of economic convergence between states 

and regions of Mexico during 1940-1995. He found a process of regional convergence 

during the periods and 2 stages of convergence. The first stage is between 1940-1960, 

where the process of regional convergence is relatively rapid and accompanied by the 

reduction of the regional disparity. In the second stage of 1960-1995, this process stops 

or even tends to reverse, accompanied by the increase of regional disparity.  

Esquivel and Messmacher(2003) recognize the increasing regional disparity in the 

period of economic liberalization, with the Northern states growing relatively fast and 

the Southern states lagging behind the rest of the country. They analyzed the 

determinants of regional growth for each decade between 1940 and 2000, and the results 

of their regression show that there was a significant change in the determinants of 

regional growth in Mexico during the 1990s. That is, between 1940 and 1990 the main 

forces behind regional growth were those associated to the traditional convergence view, 

such as initial level of GDP per capita and educational variables, but during 1990s 

agglomeration forces, geographical advantage and infrastructure have played a more 

significant role in explaining the pattern of regional growth. They demonstrated, 

however, that the combination of these elements was not strong enough as to suggest that 

the Northern region will replace the current economic center of Mexico City. The 

average distance in GDP per capita between Mexico City and the rest of the country 

increased between 1990-2000 principally through a relative gain in labor productivity in 

Mexico City, indicating that the agglomeration forces around Mexico City dominated 

geographical advantages from the other regions.  

Some authors have different views from Esquivel and Messmacher, for example, 
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Hanson(1998). He examines the effect of trade reform on regional employment in 

Mexico, focusing on the roles of (1)transport costs (2)backward-forward linkages and 

(3)agglomeration economies. The effects of these three factors on regional employment 

were analyzed for 2 periods, the pre-reform period(1980-1985) and the post-reform 

period(1985-1993). The results show that (1)employment growth after trade reform is 

higher in the regions that are relatively closed to the United States, consistent with the 

transport-costs hypothesis, (2)employment growth is higher in the regional industries 

that are located near their upstream and downstream industries, consistent with the 

backward-forward linkage hypothesis, and (3)there is no evidence that agglomeration 

economies are positively correlated with employment growth. The results also describe 

the decomposition of the Mexico City manufacturing belt (surprisingly underway before 

trade reform) and the creation of smaller, broadly specialized industry centers in 

northern Mexico. 

Krugman and Livas Elizondo (1996) show that the economic center in the closed 

economy such as Mexico City shrinks after trade reform. By constructing a formal 

model, they insist that the Third World metropolis, such as Mexico City, exist as a 

consequence of the strong backward-forward linkages that arise in the closed economy, 

and tend to shrink as these forces are weakened once the economy is opened.  

Fujita, Krugman and Venables (1999) go along with the views of Krugman and 

Livas. They simplified the model of Krugman and Livas, and demonstrated that 

“external trade liberalization, although it brings a spatial deconcentration of industry as 

a whole, may also bring spatial clustering of particular industries, as locations come to 

specialize.”

In summary, past literature mainly insists on the increase of regional disparity in 

the period of trade reform, but the views on the dominance of Mexico City as economic 

center are divided into two groups, one such as Esquivel, et al, which insists the 

continued dominance of Mexico City, and the other such as Hanson, Krugman, et al, and 

Fujita, et al, which insists on a breakup of the economic center in the closed economy 

and a creation of a new economic center in the open economy.  

2. Methodology

In this paper, the regional income inequality is analyzed by a one-stage Theil 

decomposition method. In one-stage Theil decomposition method, a state is the  
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underlying regional unit used to analyze regional income inequality. Overall regional 

income inequality can be measured by the following Theil index, similar with 

Akita(2003).
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In Eq.(3), we can see that the overall income inequality T
p
 is the sum of the 

within-region component (T
WR

) and the between-region component (T
BR

), and the 

within-region component is a weighted average of the between-state income inequalities  
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for each region (T
pi

).

�� The data 

A one-stage decomposition analysis is based on state-level GDP and population 

data. GDP data (prices of 1993) for 32 states or Gross State Product(GSP) of 1993-2003 

are available in National Accounts of INEGI(Instituto Nacional de Estadística, Geografía, 

e Informática). Population data for 32 states between 1993 and 2003 is obtained from 

Demographic Indicators of CONAPO (Consejo Nacional de Población). 

Table 1.  Regions of Mexico 

Capital Mexico City and State of Mexico 

Center Hidalgo, Morelos, Puebla and Tlaxcala 

Center-North Aguascalientes, Durango, Guanajuato, Querétaro, San Luis Potosí 

and Zacatecas 

Golf Campeche, Quintana Roo, Tabasco, Veracruz and Yucatán 

North Baja California, Chihuahua, Coahuila, Nuevo Leon, Sonora and 

Tamaulipas 

Pacific Baja California Sur, Colima, Jalisco, Nayarit and Sinaloa 

South Chiapas, Guerrero, Michoacán and Oaxaca 

For the analysis by sector, the state-level data for 1989 and 1999 is available in 

Economic Census (Censos Economicos) by INEGI. The data is classified by 3 sectors, 

commercial, manufacturing, and service. State-level value added data is a proxy of GSP. 

The nominal value added data was transferred into the real term, using the GDP deflator. 

As the population data of each state by 3 sectors does not exist, the employed worker 

(Personal Ocupado) is used as proxy for population. We have to notice that the analysis 

by sector is strictly different from the ordinary one-stage decomposition analysis, 

because of the difference of data. 

In this study, Mexico is divided into 7 regions in Table 1, following 

Sakikawa(2003). Capital and North have been more advanced regions with higher 

income per capita, while Center and South have been the most backward regions with 

smaller income per capita. In particular, South is the most backward region in view of 
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economic development.  

�� Results

1．One-stage inequality decomposition, 1993-2003 

The results of the one-stage Theil decomposition analysis for Mexico are 

presented in Table 2. The overall regional inequality exhibits a slightly increasing trend 

during 1993-2003. In detail, it exhibited a slight decreasing trend for 1993-96, then 

slightly increasing after 1996. On the whole, no big change was observable in overall 

regional inequality. 

  However, the following points are remarkable, when overall regional inequality 

is decomposed into within-region and between-region inequality: First, the within-region 

and between-region component contributed almost the same amount (that is, around 

50%) to the overall regional inequality. This is a different case from other countries such 

as China (for 1990-97) and Brazil(for 1947-99), where the between-region component 

contributed around 60-70% and 55-70%, respectively(Akita(2003), Kato and 

Nishijima(2005)), or Indonesia(for 1990-97), where the within-region component 

contributed around 88%(Akita(2003)). Second, the within-region component exhibited a 

slightly increasing trend, while the between-region component had a slightly decreasing 

trend. In 1993-2000, the between-region component contributed a little more than the 

within-region component, then it became the reverse since 2001. This opposite 

movement of between and within-region components led to quite a stable trend of 

overall regional inequality.  

 However, the results change when we exclude the two oil states of outliers, 

Campeche and Tabasco, which are presented in the right columns of Table 2. Now the 

overall regional inequality becomes smaller, but exhibits more increasing trend. 

Between-region inequality becomes a little bigger, while within-region inequality 

becomes quite smaller, which leads to the smaller overall regional inequality. 

Within-region inequality exhibits a more increasing trend, but between-region inequality 

exhibits a less decreasing trend, then the overall regional inequality exhibits a more 

increasing trend. The percentage contribution of two components has also changed: now 

the between-region component contributed more than the within-region component, 

though the contribution is equilibrating in the ultimate years.  

 The decreasing trend of between-region inequality is principally caused by the 
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relative high growth of GDP per capita in Center-North and North contrary to the 

relative low growth in Capital. North,whichhas  the second biggest GDP per capita 

Table 2. One-stage inequality decomposition by Theil Index T, 1993-2003 

 The whole economy excluding Campeche and Tabasco 

Year Within Between Total Within Between Total 

1993 0.064 

(47.9)

0.070

(52.1)

0.134

0.056

(43.9)

0.072

(56.1)

0.128

1994 0.066  

(48.5)

0.070

(51.5)

0.135

0.058

(44.8)

0.072

(55.2)

0.130

1995 0.066 

(50.6)

0.064

(49.4)

0.130

0.058

(47.0)

0.066

(53.0)

0.124

1996 0.064 

(49.6)

0.065

(50.4)

0.130

0.057

(45.9)

0.067

(54.1)

0.124

1997 0.066 

(49.2)

0.068

(50.8)

0.134

0.059

(45.6)

0.071

(54.4)

0.130

1998 0.066 

(49.4)

0.068

(50.6)

0.134

0.060

(45.8)

0.071

(54.2)

0.130

1999 0.067 

(49.4)

0.068

(50.6)

0.135

0.061

(45.9)

0.072

(54.1)

0.133

2000 0.069 

(48.9)

0.072

(51.1)

0.141

0.063

(45.4)

0.076

(54.6)

0.139

2001 0.069 

(50.3)

0.068

(49.7)

0.138

0.063

(46.7)

0.072

(53.3)

0.135

2002 0.073 

(51.5)

0.068

(48.5)

0.141

0.067

(48.0)

0.072

(52.0)

0.139

2003 0.072 

(52.3)

0.065

(47.7)

0.137

0.065

(48.7)

0.069

(51.3)

0.134

Source: Author’s calculation. The numbers in parenthesis are percent contribution to the 

total regional inequality. 



− �� −

among all the 7 states, is catching up with the biggest Capital. The concentration of GDP 

per capita in Capital is converting to the dominance of the two regions of Capital and 

North.

 Although the overall within-region inequality exhibited an increasing trend 

both in the analysis with and without Campeche and Tabasco, within-region inequality 

of each region had various movements over the period, which is presented in Table 3. 

The within-inequality of Capital is the highest and exhibits the most increasing trend 

among the 7 regions. GSP per capita of Mexico City, biggest by far among the 32 states, 

is increasing by 16% during 1993-2003, while that of State of Mexico, another 

counterpart of the region, is almost constant. Capital is the most advanced region, with 

highest GDP per capita and income share. The high within-region inequality of Capital

and its increasing trend should contribute to the overall within-region inequality and its 

increasing trend significantly. The within-region inequality of North, Pacific and South

also exhibits a slightly increasing trend. In North, GSP per capita is increasing in all the 

6 states. In particular, the increase in Coahuila and Nuevo Leon is bigger, 30% and 22% 

during 1993-2003 respectively, but the upward movement of altogether leads to a slight 

increase in the within-region inequality. In Pacific, GSP per capita is increasing in all 

the states except Nayarit, the poorest state in the region with decreasing GSP per capita. 

In South, GDP per capita is increasing in all the 4 states, but the increase is negligible in 

3 states, with the exception of Michoacán, where GSP per capita is increasing by 19%. 

For Center-North, we can observe a kind of inverted-U pattern. For Golf, which has the 

second largest within-region inequality, we can not observe a clear pattern. The only 

region that has a decreasing trend of within-region inequality is Center, where GSP per 

capita of Puebla and Tlaxcala, the poorer states in the region, is increasing by 20% and 

15% respectively, while that of the other states is relatively constant during 1993-2003.  

 One problem arises when regional income inequality is calculated in this 

manner. GDP for each state or GSP is a production-site based measurement, while 

population data is a resident-based measurement. For example, consider a resident of 

State of Mexico who commutes to Mexico City for work on daily basis. He is counted as 

a resident of State of Mexico, but his product is counted as that of Mexico City. As we 

can imagine that there are many workers of this kind, the calculated GSP per capita of  

Mexico City should be overestimated, while that of State of Mexico should be  

underestimated. This is the case with the other bigger states and the surrounding smaller  
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states. It leads to the overestimation of the within-region inequality of the region which 

includes both kinds of states. In my case, the effect should be harmfully big in Capital,

which is composed by only two states, one fairly bigger than the other. It is highly 

possible that the within-region inequality of Capital is overestimated, which affects the 

overall within-region inequality significantly. The overestimation of within-region 

inequality of a region may become more harmful, as the concentration in one state of 

that region is more intensified. For example, if the concentration as economic center of 

Mexico City is more intensified, GSP of Mexico City will increase, but the population of 

Mexico City will decrease because of the increase of the congestion costs such as high 

rent and pollution. It will lead to more significant overestimation of GSP per capita of 

Mexico City and underestimation of that of the State of Mexico, then the within-region 

inequality of Capital and the overall within-region inequality will be overestimated 

more significantly
２

. This problem may be related to the difference in the views on the 

dominance of Mexico City as economic center among past literature. Esquivel, et al,  

Table 3. Within-region inequality, 1993-2003 

Capital Center Ce- 

North

Golf 

(exclude C and T)* 

North Pacific South 

1993 0.144 0.014 0.019 0.082  (0.063) 0.014 0.010 0.005 

1994 0.149 0.013 0.021 0.077  (0.059) 0.014 0.010 0.006 

1995 0.157 0.011 0.020 0.071  (0.052) 0.012 0.011 0.006 

1996 0.151 0.009 0.021 0.075  (0.055) 0.012 0.012 0.007 

1997 0.152 0.007 0.025 0.077  (0.061) 0.014 0.013 0.011 

1998 0.154 0.007 0.025 0.079  (0.064) 0.014 0.013 0.009 

1999 0.158 0.008 0.027 0.071  (0.058) 0.014 0.014 0.011 

2000 0.164 0.007 0.029 0.072  (0.057) 0.014 0.014 0.010 

2001 0.163 0.009 0.028 0.077  (0.061) 0.015 0.012 0.009 

2002 0.173 0.009 0.025 0.076  (0.058) 0.018 0.013 0.008 

2003 0.173 0.010 0.022 0.081  (0.059) 0.018 0.015 0.009 

Source: Author’s calculation 

*Results by excluding two oil states, Campeche and Tabasco 
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who conclude the dominance of Mexico City as economic center, used the data of GSP 

per capita, while Hanson, who concludes the breakup of the Mexico City manufacturing 

belt, used the data of employment growth of each state. 

Although we have to be warned of the overestimation of the within-region 

inequality of Capital, leading to the overestimation of the overall within-region 

inequality and total regional inequality, it is still worth noticing the upward trend of 

these indices of regional inequality. In the next section, regional income inequality is 

calculated by sector for 1989-1999, which does not have this problem, as the employed 

worker data of the production-site based measurement is used instead of population data 

of the resident-based measurement. 

2．By sector, 1989-1999 

 The overall, within and between-region inequality by sector
３

 (commercial, 

manufacturing, service) during 1989-1999 are calculated in Table 4
４

.

 When Table 4 is observed, the following results are remarkable: First, the 

overall regional inequality is increasing in the commercial and service sector, while 

decreasing in manufacturing during 1989-1999. In particular, the increase of the overall 

regional inequality is outstanding in the service sector (from 0.056 to 0.118). The overall 

regional inequality as well as the between-regional inequality of the service sector in 

1999 is quite large, compared to the other sectors. In the service sector, GDP per worker 

in South and Center, the most backward regions, is decreasing, while that of the other 

regions is increasing during 1989-1999. The increase of GDP per worker in Capital and 

North, the most developed regions, is especially significant. The clear regional disparity 

of the performance of GDP per worker in the service sector is noteworthy.  

Second, the between-region component contributes more to the overall regional 

inequality in the commercial and service sector, while the within-region component 

contributes more in the manufacturing sector. Third, the within-region inequality has the 

similar performance with the overall regional inequality; that is, increasing in the 

commercial and service sector (where within component’s contribution is small), while 

decreasing in the manufacturing sector(where within component’s contribution is large). 

Fourth, the between-region inequality is increasing in the service and manufacturing 

sector, while constant in the commercial sector. The most notable sector is service,  

where both of within and between-region inequality are increasing (so percentage  
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contribution of each inequality is not changed), leading to the significant increase of the 

overall regional inequality.  

 Let us observe the within-region inequality of each region. In the commercial 

sector, the within-region inequality is increasing in Capital and Golf. The increase of the 

within-region inequality in Golf is principally because of the increase of value added per 

employed worker (as proxy of GSP per capita) in Tabasco. The results will exhibit a 

smaller increase (0.013 to 0.018), when we exclude the results of the two oil states of 

Campeche and Tabasco. In Capital, there is a divergence of GDP per worker in the 

commercial sector: the increase in Mexico City (which has bigger GSP per worker) and 

decrease in State of Mexico (which has smaller GSP per worker). On the other hand, the 

within-region inequality is decreasing significantly in Center-North. GSP per worker is 

equilibrating between states in Center-North, but all stagnated. Querétaro is the only 

state in Center-North that has GSP per worker more than the average of the 32 states in 

the commercial sector, but GSP per worker in Querétaro is decreasing significantly.  

In the manufacturing sector, the within-region inequality is decreasing in all the 

regions except Capital and Golf. In particular, the decrease is significant in Center and 

South, the backward regions in the view of economic development. There was 

convergence of GDP per worker in Center and South. That is, GSP per worker is 

decreasing in states with bigger GSP per worker in 1989, and vice versa
５

. GSP per 

worker is equilibrating between states in Center and South, but stagnated altogether. On 

the other hand, the increase of the within-region inequality in Capital and Golf is also 

outstanding. Contrary to our expectation, GSP per worker of Mexico City is less than 

that of State of Mexico in the manufacturing sector. The increase of within-region 

inequality in Capital is caused by the decrease of GSP per worker in Mexico City and 

the increase in State of Mexico. In Golf, the increase of within-region inequality is 

caused by the increase of GSP per worker in Tabasco and Veracruz, where GSP per 

worker in the manufacturing sector is bigger in the region. It is notable that the 

performance of within-region inequality in the manufacturing sector is polarized 

between increasing and decreasing groups, but the latter groups is so dominant as to lead 

to the decrease of the within-region and the overall regional inequality in this sector. 

 The result of the service sector is interesting: the within-region inequality is 

increasing in all the regions except South, the most backward region with smallest GDP  

per capita. In all the states of South, GSP per worker is decreasing in the service sector  
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during 1989-1999, contrary to the increasing trend of the country. In the service sector, 

GDP per worker of the whole country is increasing by 30% during 1989-1999, while that 

of South is decreasing by 30%. In particular, the decrease of GSP per worker is 

outstanding in Guerrero, which had a relatively large GSP per worker in this sector in 

1989. GDP per worker is equilibrating between states, but all stagnated in the service 

sector in South. The decrease in South is significant, but the upward trend of the 

within-region inequality of majority contributes more to the overall within-region 

inequality. 

 Reexamining the within-regional inequality of each sector by region, the 

following results or patterns are remarkable: In Capital and Golf, the within-region 

inequality is increasing in all the three sectors of commercial, manufacturing, and 

service. On the contrary, it is decreasing in all these sectors in South. In Center,

Center-North, and North, it is decreasing in the commercial and manufacturing sector, 

but increasing in the service sector.  

 Table 4. One-stage inequality decomposition by sector, 1989-1999 

Source: Author’s calculation 

 commercial 

sector

manufacturing

sector

service

sector

1989 1999 1989 1999 1989 1999 

Capital 0.011 0.024 0.004 0.023 0.012 0.055 

Center 0.016 0.014 0.158 0.030 0.013 0.021 

Ce-North 0.037 0.010 0.060 0.036 0.011 0.024 

Golf 0.012 0.025 0.040 0.120 0.048 0.090 

North 0.019 0.018 0.088 0.054 0.015 0.039 

Pacific 0.008 0.012 0.021 0.010 0.006 0.009 

South 0.007 0.006 0.112 0.051 0.102 0.014 

Within 

(% contribution) 

0.015

(26.8)

0.018

(31.3)

0.052

(86.3)

0.040

(77.1)

0.021

(37.7)

0.045

(38.0)

Between

(% contribution) 

0.040

(73.2)

0.040

(68.7)

0.008

(13.7)

0.012

(22.9)

0.035

(62.3)

0.073

(62.0)

Total 0.055 0.058 0.061 0.052 0.056 0.118 
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3.  Synthesis of the results

 The results of one-stage inequality decomposition (of the whole sector during 

1993-2003 and by sector during 1989-1999) are synthesized in this section in order to 

observe how the performance of each sector is related with the whole regional inequality 

and if the results are robust.  

 The performance of the overall regional income inequality as well as the 

within-region inequality during 1993-2003 is supported by the performance by sector 

during 1989-1999. It is considered that the increase in the overall regional inequality and 

the within-region inequality of the commercial and service sector contributed to the 

increase in those of the whole economy. In particular, the contribution of the service 

sector, which constitutes to more than 60% of GDP since 1980s in Mexico, should be 

considerable. On the contrary, the performance of the between-region inequality is not 

supported by the analysis by sector. That is, the between-region inequality does not 

decrease in any of the three sectors during 1989-1999. It may be because of the 

difference of the data and period in analysis. Or it may be necessary to observe the 

performance of the other sectors that are not examined in this study, such as agriculture 

and mining. 

When I observe the results by region, the following is notable: First, the increase 

in the within-region inequality in Capital during 1993-2003 is consistent with the results 

by sector during 1989-1999. In Capital, the within-region inequality increased in all the 

three sectors during 1989-1999. Second, on the contrary, there is inconsistency about the 

results for South. Although the within-region inequality of all the three sectors is 

decreasing during 1989-1999 in South, the results for the whole sector exhibits a slight 

increase. This inconsistency may be because of the difference of data and period, or 

because of a lack of the analysis of agriculture, which is a very important sector in 

South
６

. The decrease of the within-region inequality of the manufacturing and service 

sector in South is prominent during 1989-1999. In particular, the decrease in the service 

sector was outstanding, out of the trend of the other regions. 

Concluding remarks 

This study analyzes the regional income inequality in Mexico during 1993-2003, 

the period of the reinforcement of economic liberalization. The regional income  
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inequality by sector (commercial, manufacturing and service) during 1989-1999 is also 

studied in order to observe the effects of each sector in the regional inequality as well as 

obtain the robustness of the results. My principal empirical results and some 

implications are as follows: 

First, the overall income inequality exhibits an increasing trend in 1993-2003, 

particularly when two oil states are excluded. This result is consistent with the past 

literature that insists on the increase of regional disparity in the period of trade reform. 

The increase in the overall income inequality is based on the increasing within-region 

inequality. Within-region inequality has contributed less than between-region component 

to the overall income inequality, but its contribution has been getting larger in recent 

years. The increasing trend of the overall income inequality as well as the within-region 

inequality during 1993-2003 is supported by the performance of the commercial and 

service sector during 1989-1999.  

Second, the increase of the within-region inequality in Capital contributes most 

to the whole within-region inequality. Capital, the most developed region in Mexico, is 

the most unequal region with the largest increase in the within-regional inequality during 

1993-2003. This result is supported by the analysis by sector during 1989-1999. In 

Capital, within-region inequality exhibits an increasing trend in all the three sectors of 

commercial, manufacturing, and service. The increase of within-region inequality in 

Capital is principally because of the significant increase of GSP per capita of Mexico 

City, particularly in the commercial and service sector. This result supports the view of 

Esquivel, et al., which insists the continued dominance of Mexico City as economic 

center, although North is catching up with Capital.

Third, the increase of the overall regional income inequality in the service sector 

is outstanding during 1989-1999. In the service sector, both of the within and 

between-region components increased, leading to the significant increase of the overall 

regional inequality. The value of the overall regional inequality of the service sector in 

1999 is particularly large, compared to the other sectors. This result is noteworthy, 

because the service sector is getting more important in recent years in Mexico. 

According to INEGI, the tertiary sector constitutes 64% in total GDP and 69% in total 

employment in 2005. The increase of the regional income inequality in the service sector 

should contribute to the increase of the regional income inequality in the whole economy. 

These observations suggest that we should pay more attention to the performance of the  
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service sector in Mexico, which will be a next theme of my work. 

                                                  

* I would like to thank two anonymous referees for their useful comments and suggestions.. 

Notes

１
 The Gini coefficient of Mexico is 54.6 in 2000. Mexico is more unequal than the Latin 

American average, highly unequal in the international perspective (the World Bank (2004), 

pp.23). 

２
 One of the treatments of this problem is to use the data of employed worker(Personal 

Ocupado) instead of population. However, the data of employed workers of 32 states are 

found only for 1998, not for the whole periods of study. When I calculated overall regional 

income inequality in 1998 as well as within and between-region inequality, by using the data 

of employed worker instead of population, the results changed as follows. First, 

within-region inequality of all the 7 regions, especially of Capital, becomes smaller than the 

results in Table 3. Within-region inequality of Capital becomes 0.003, as the difference of 

GDP per worker between Mexico City and State of Mexico is not as big as that of GDP per 

capita. Second, overall regional income inequality as well as within-region and 

between-region inequality become smaller (0.015, 0.006, 0.009, respectively), and the 

percentage contribution of within-region inequality becomes smaller (41.5%), while the 

contribution of between-region inequality becomes bigger (58.5%) than the results of Table 

2.  

３
 According to INEGI, the definition of “commercial” and “service” sector is as follows. 

Commercial is referred to as a set of transactions oriented to the purchase of goods, in order 

to sell them in the same state where they are purchased. Service is a set of economic 

activities which are intensive in intangible work to satisfy various necessities of persons and 

society. See Economic Census for more detail. 

４
 The results after excluding Campeche and Tabasco are available from the author. The 

following argument does not change in either case. 

５
 The only exception is Guerrero, where GDP per worker is smaller than the regional 

average, but it is decreasing during 1989-1999. 

６
 The agricultural sector contributes around 15% of GDP in South, while around 5% in the 

total economy 
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