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The rumor mill in Mexico City is running overtime because of the belief in certain circles that President Ernesto Zedillo Ponce de Leon will be forced to leave office after Dec. 1. The rumors grow as does the perception that the Zedillo government is besieged by political instability and many parts of the country are ungovernable. Moreover, within the ruling PRI party, an intense struggle is under way to determine who will get to select the party candidates for next year's crucial mid-term election.

The recent assassination of several security officers of Mr. Zedillo's personal guards suggests to some people that the government's days are numbered. ''Zedillo is perceived to be unresponsive to the dinosaurios of the PRI,'' says a well-placed Mexican attorney. ''Members of the PRI hierarchy are very concerned that the 1997 mid-term elections will be a disaster.''The chief figures rumored to be behind the efforts to gradually oust Mr. Zedillo from office are Minister of Gobernacion Emilio Chauyfett, who is allied politically with PRI boss Carlos Hank Gonzalez and Jose Cordoba Montoya, the lieutenant to former president, Carlos Salinas. Many Mexicans believe that Mr. Cordoba was the brain behind the assassination of PRI presidential candidate Luis Donaldo Colosio in March 1994.

During the Salinas regime, Mr. Cordoba served as ''head of Cabinet,'' a post that by law is given to the minister of gobernacion. Under Mr. Zedillo, however, Mr. Chauyfett has reclaimed this powerful position, relegating the head of the office of the presidency, the position once held and greatly expanded by Mr. Cordoba, back to its original, narrow role. As a result, Mr. Chauyfett has gathered in his hands all the power of Mexico's federal government, leaving Mr. Zedillo politically isolated.

According to several political operatives speaking off the record, the scenario for Mr. Zedillo's possible ouster begins with another peso devaluation. The Dec. 1 date is important because by then, Mr. Zedillo will have completed two years in office and can be replaced by a PRI appointee. Otherwise, a special election would have to be called.

There are two fundamental forces that are driving Mexico toward another financial and political crisis. First and most important is the growing social chaos affecting Mexico. Also, whole regions in states like Veracruz, Morelos and Gurrero have become ungovernable. Armed groups, often formed to protect a community from attacks by the police and criminal gangs, are proliferating as the authorities can no longer guarantee public safety.

The social troubles that underlie such lawlessness are the direct result of the continuing economic contraction in Mexico. While banks and foreign economists predict growth in Mexico in 1996, local business people and observers reject such reports as nonsense, or worse. With the peso rising against the dollar, the only part of the Mexican economy experiencing a recovery is the financial sector. Meanwhile, domestic industries continue to suffer from the twin blows of inflation and vastly reduced commercial activity.

Figures for the first quarter of 1996 show that Mexico's net, ex-maquiladora trade surplus is considerably smaller than the government had indicated. The total surplus was $1.67 billion, but that included $1.16 billion for the maquiladoras and only $520 million for the rest of the economy.

As the net trade surplus shrinks under pressure from a peso floating on short-term, speculative capital flows, local investors and business people will begin to move money out of pesos in anticipation of peso devaluation.

The blame for this all-too familiar situation lies with Banco de Mexico Governor Miguel Mancera, who continues to mistake a strong peso with low inflation. The fact is that the peso is not so much a ''currency'' in a classical sense as it is a filter for dollar transactions in the commercial and financial sector. By treating the peso as a means of controlling internal consumption of foreign-made goods and services, Mexico could avoid the inflation-deflation roller coaster and establish a more stable base for sustained economic growth.

Mr. Mancera has presided over four devaluations of the peso, yet his forceful personality has enabled him to remain in office. Only when the government removes him and discards his failed policies will Mexico have a chance of achieving real political stability.

Mexico and its supporters in Washington need to accept that many U.S. and local investors in Mexico City are using the peso as an instrument to generate speculative profits, but at the expense of the rest of the country's economy.

Increasingly, violent protests by Mexican teachers and other unionized workers are setting the stage for a political crisis triggered by basic imbalances in Mexico's economic program. While the government claims that inflation is under control, the prices have doubled for most goods and services. Unless the Banco de Mexico is forced to acknowledge reality and, again, allow the peso to fall, Mr. Zedillo's days in office are numbered.
