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D:EM~p cmAl'lG.EB .AND TH1!."'IR RFFECTS ON DEVELOPMENr 

PopulatH>n '&oWth in the· dec'Me 1940-1950 
'''> ~·: t ' 

According to the preliminar,y results of ~e seventh General Census of 
; 

Population, taken in June 1950, the popUlation of Mexi~o bad risen to 25.6 million, 
j ,',' • 

i.e. an increase of 30 per cent over 1940~ The absolute increae, of popUlation is 
•' . ; . 

less important ~han. the ch~es in occupational and geographical <Uetribu:tion which 
. . . 

occurred during .the period and "hi<:ili. are an indication of the rem,a:rkable vitality 

of: the Mexican eco~ in rec.e,nt .,;~~s. Although thp changes in occupational 

distribution cennot be deterained a.ccuratel.J' on the basis of the data at present 
~ '~ . " . . ' . , - ; . ' . 

available the principal changes in spatial distribution can be established. 
. • • • #' ' • 

' . 
The geographical changes that have occurred accentuate the secular trend 

to the displacement of population towards Mexico City and. the northern border. 

In the first half of th!3 twentieth century .. thts .tUapl~~~ent has reached very . . . ' . ' ' - . 

considerable proportions whioh 8Z"e .~1ca~iVe t:>f the :masn;ft~de of the 8gr'icultural 
' . . . ' . ~' ' ' ,, ' 

and induatriaJ. transformation of. the Mexican 8C0ll011\Y Which ~8.8 alreadl' b.JCIJ · 
. ' r 

achieved. 
~~ ... 

Acc~rding to rese~ch ~1ed out by the Oommiasion.the four principal 

areas of demographic p.I-essun; -· the central regie~ ( 1(1 th the excepti.on of the 

seven ·largest ~itias') I the·: State of' Oaxaca, the States, of Y~cat~ ~ Cempeche 

and the Southern territor, of' Lower Cal+f'ornia -·accounted for 6l.O,per cent of 
. ' ' . ; t • 

the totai population of' Mexico in 1900 but had fcllen to 45.4 ~er cent in 1950. 
' I ' ' , ' 

In contrast; the three :main areas of demographic attraction ... the northern . border 

··~eas, the ~even large~t,citl~s C1nclud~ng Mex~co Ci~) in Central Mexico and the 
~' . . .. ' ' ' ' 

Territory of' Quintana Rqo .... which accounted for onl.Jr 17 .o per cent of .the total 

p6pulation in 1900 h~d,rlsen to 30.5 per. ~ent .in 1950.: The absolute figures are _,. ,;' ' . '., ' ' ' 

equally sign~ficant; ~ 1n a fifty'•year peripd, whUe t~;e four emigrat~on areas 

inc~~as~d from 8.3 to n.6· ~illion, the B:l"eas of demographic attraction rose t.rcm 

2.3 to 7.8 million. ~ing the same period the remainder of the country doubled 
' I . ~ . ' 

fts popiue.tion, ;ising from 3.~ to 6.1 mil,lion, although the rel.ative 1m,port~ce 1 
' ' ' ' 

22.0 per cent in 1900 and 24.1 per cent in 1Q50,. remained approx1matelzy' the eeme. 
- ·.:• . : . ' -

This displacement reflects both absorption of the l"ilral population by 

industry and services and a transfer within agriculture itself f'r~ regions where 

the traditional econO!I\1 prevails towards the new irrigated areas, situated for the 

:most :part in th~ .. north, of the country. 
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The changes ip ocoupat1om1l distribution, w~iQ4 .d1lrine; the 50 year pericd 
• l. ' -- - 'l.• /,. •• ~ ' • • • 

were leas apectaeul.a:r than the eeographical readjustment, have been greatzy_ 

accelerated in the last 10 years. On the- ·baeis of the population ~owtlf:of tmi 
three .mai;n ru;:ban centres and assuming that the non-agr1~ulturaJ. population else· 

where in the. eountr.;r has :tncreaaed at h~ , this rate and:·.that the proportion of 
. ., ~ I 

employ,ed to total :population. -has not changed in the last 10 years 1 it can be 

estimated. that the number of J?~reona empJ.o,yed in. agricul. ture is now oJ.'l.J.Jr 55 to '60 

per cent of the total poJ?U.lAtion ( 65 per cent in 1940) and tha:t the number of 

persons engaged :i,n secondary and tertiary. e.ctivi ties is ;alreaey 40 to 45 per cent 

( 35 per cent. in 19~0). · In absolute terms· this m~ans that 4. 2 to· .4:. 5 million . . 

persons are p.o~ engaee~. in agricul tu:re 1 as against 3.8 ~illion in 19401 and that 

3.1 to 3.4 million are engaged in other.act1vit1es, in comparison with 2.4 million 

~en years _a.go. . . 

MiB£B:tion abroad tn the ;period 1947~1950· .. 
•• k I . 

; \:... 

1_"; 
' . 

In addition to ~e proQe.H:~s ,of inte:riUll~~r.ediatribution1 the' emigrat*on of 

workers .from Vwxioo to :the Unfted States hae continued. This phenomenon is due to 

the same causes as the internal readjustment; this is borne out by the fact· that 

the mtljori ty of the . emigrants,. ~f3a8Qnal and. permanent 1 come from the . a entre, which 

was described in the previous section ae the, main. emigration area.··. ·;, 

The mov~ent ,of _wo:r:kere j.o the United States averaged more than 1ocr;ooo 
persons annually' in 1944 and 1945 as a result of the shortage of labour in the 

U~~te~ States during t~e war. From 1947 .to 1949 the number of workers r~ached a 

peak ~f q:nl,y_ 72,800 in 1947 and rapidly' ;f'ell to .24·,-300 in 1948 and a minimum of. 

ro, 700 iU:l949. This was due primarily to the partial unemployment experienced .in 

the United States in. those years and seco~da.rily t0 the restrictions imJ)Osed ·by 

the Mexican Government to prevent wor.kere from going to districts where ther.e is 

racial cliscrimination agai:J;lst Mexi-ea,.ns. From Augt;tst ·1949 to ~August 1:950 1 as a 

reault of milit~ preparations in the United Sta.te.s, emigration again rose and 

reached a :9eak of 129,000 exoeediDS the average for the war years. :, 

In addition to the emi~ation recorded in official statietios; the f'low 

of _illegal emigrants or wetbacks has continued. ·This type of emigration is · .. 

estimated to have more or less equalled, and 1n 19),48 and 194.9 to'have exceeded, 
legal emigration.· , 

}!he ai~ificance 



Tbe BiS!}ificance of occumtJaonal mobili;t:J; in 'the develop:nent of' M~;!Eibo. I 

An attempt will ~w be made 'to ~~e. tb~. eiguifi~~oe of the ,.popu.J.a• 

tioo movements described above' 'in the rece.nt ec~n~c d~v~loi.ment of Mexico. 
' ' - < ' .. ' 'iJ ... '},:' ~ ; ' .•. 

Mention should first be made of the ca~see ~f m9bility!n~cludina 

vertical mobility -- from less to more remunerative occupations/within each occu­

pation from lower to higher positions -- az>:d horizontal. mobility from low to 

higher income areas. The prinoipe.l factdr is th~ inequality in the diet:ribu:\;ion 

of income Which is attributable partly to the social structure of the oQuntr,y .but 

is due rn1 ino1pally'to the difference of productivity between the traditional 

economy of the rural areas and the modern econollzy' of the towns. A second factor 

is the proximity of the United. Stlites. and the reeul ti:ng ease of access to techni .. 
. . ... :, . . 

cal progress and higher standards of living for large number~ of the population. 

F1nally, the development of communications facilitates geo~phical mobility both 

in the interior of the country and towards the northern border. 

The demogre:ohio mobilitv r~BU.l ~i:1g from these factors has various effec'l:f:\ 
together WitH' im18'L.o,.1, . . . . . 

:J.'n the ~1rst place,/it contr~butes to the !owerit!S of. ~eal. wages in all occupa ... 

tiona, as can be seen from. the following f'!gureQJ ·from 1939 to 1947, real wages 

in industry fell 27 per cent,· aDd only in 1948 and 1949 was some of the lost 

ground regained, with the recovery in 1949 of 5 per cent over the 1947 leVel. At 

the present tme the level is again falling., It should, however 1 be noted that 

the averMe rea,l yage of the vorkiES :popu~ation h~.s incrgased,.!/beoauae of the 

shift fram lese to more remunerative occupations e.nd.of promotion to- higher 

positions in each occupation. 

. ., 

.!/ The following example ~aws h6w. it is possible i'or an increase in the weighted 
aver:age re8J. waee in all ocq'\lpaiions to occur even if the average for each 
ucoupat1~n declines. Assuming that there are only two occupational groups, · 
agriculture and indlietry 1 that the average wese in industry is 8.5 tmes 
higher thari the average wage in agriculture and that in the paee yee:r agricul­
ture absorbs 65 per cent of' the employed population and industr,y 35 per cent, 
the situation in the base yetJ:r will be as follows: 

Oycu:pational grou:p 

Agriculture 
Industry 

Totals and av~ragee 

Year A (base) 

l'ercent!.f3e of total em;ploment 

65 
_3.2 
100 

Rate of. w~ee Real lvages 
(agriculture•1QQ) 

100 100 
850 J:.QQ 
363 100 

lit should 



Tt should also b_e .JIDi?ed tha.t. ~~o~edi1fe. n\.db:i.l±ty :.of-. labo~ .. texids":·tc, create 
... ' ' ' . 

aeuacnal o:r regiona.t eno;rtaeee in CCltne of the ,.l<.us well~:pe.id occu:patf6ns more 

subject,for: eec&ra:ph.~q~ or other r~~pne, to. oc.cupatfonal transfers. ThiEf 6ccurs 
- ' :... • ·-- < .,. 

in the case of farm :l~bo~~rs i~, ~pm~ border areas,.· women. engaged in domestic work 

~ al~o,. at a d1ff~r~nt. ~~vel, t~phnicians ~plcyed by :the. St·ate ~~Jiliuett~. · 
EXcessive mobility also tends to reduce etficienc,r because of the/r$-adaption of 

workers to new emploj'lnent or to group work. There 1-s also · wa.stage ot: productive 

rea~urces in the form·:·o~· exce~sive tr8llSport and i~.tallation costs, vorking deys 

lost on this account:. etc. There ll18\Y' also. be ph,;ysical: losses of production, as in 

Footnote ·continued the 

, ·Assuming ·that after··a certain period/occupational distribution of the _population 
ha(;il,.cha.nged:; •SO th~t onl,y 55 per cent is engaged in agriculture, and that real 
wages in agriculture have fallen 5 per cent and real wages . in industr,y .J.5 per 
cent, the situa'tion will be as follovs: 

Year :B 

Occupational grou~ l?ercent¥e of 
total emplpil'l!@nt 

'~ \_ . 
Rate of yrages 

(s6ficulture in 
· base year '100) 

Reai·wa6es 
'·' 

Agricuiture . . 95 
.,. 

Industry 

55 

..!±2 
' 95 

m. 
381 

.§2 ·.· ;~ .. 

Totals and averages 100 105 

It can be seen that in this arbitrary example the !!,*:lr!t)e real wa,ge in all 
occupational groups has increased b,y five per cent notwithstandiAS the 
decline of' five and fifteen per ~ent in each grou.p conside~d separately. 
The figures· ·used in the example ro~ reflect the . che..t~Bee , in the occupational 
distribution of the Mexican populatior.L.in the last,ten years' and the differences 
of . :producl.t:vfty between agricul. t1:tre ai}d the rest of the eoononv • The declines 
in real vases ·are,- 'h¢'!ever, fictitious since the real deplinea cannot be,. 
accuratel;r determined owi:ng to a lack of' data for proper weighting. . · · · · · · 

' . , 

/t:ne case 



the case of crops which cannot be harvested for lack of labour •. 

The proximity and ease of access to the.United states .afford large 
. . . - ·. . . ~ . . ' . . . 

numbers of the. ~e~ice.n people an. opportunity to learn new, al thougb still rudi- . 

mentaa:'y, t~cbniques and new WB\YB of li_fs. Macy of the t.eohn:J,quee le~ned, abroad 
. . . - . ' . . . ' .. 

cannot be applied in Mexico owing to the peculiarities of the geographical envir,orl 
. . . . . . . . ' 

:~:ant, the insufficie~t ·d~velo:pme~t of other atag~s of the productive pl;'ocees of 

which they form part and, more especiall.Y.; the lao.~ of cf~:pital. T~e :process of. 

readapta~ion to their old ~~~~1feven m~re, t~ !o~~f ~one~ption habits, 

is such that large numbers/of rural origin do not return to ~eremployment in 
.. . .. · .· . . . . ·• . . '• 

agriculture but .join the urban labour force. Whether ;this group is absorbed by 
··' 

industry and services or joine the ranks of the urban underemployed depends upon 

the rate of capi~ formation. In_addit~on, to preven~ a decline in the standard 

of living in the areas of demo~aphic attraction .the rate of capital. formation 
. . . ' . ' '. . . 

must be maintained at a l,evei ~igher than that of the growth in po:pulati9n, the 
·:·, . .. . .. . . . . ·. . . ' 

magnitud~ of which was indicated in the first section of thi.a _chapter. 
. . . 

. It is not s~rpris:!.ng therefore . that some Mexican ~conomiets have 

attributed the inflationary character of recent economic. development in .. Mexico 
. ·':',·' . . 

mainly to the need for increasing the rate of capital formation above the rate 
. ' - ~ ' . 

of population increase and to the fact that domestic savings and the flow of 

foreign capit~l ~e n~t·. s~fioient to a~hiev~ .thi~ obJeoti;e" Inflation, in tur1; 

has intensified occupational mobility to such an extent that the loss of produoti1 

effort and the formatio~ of bot·b .. enecke ~e. ~creasing the coe.t ~d ille~fioiency 
·' . 

of inflationary devel~pment. 



E/CN.l2/217/Addo8 
Page 8 

National. Income . 

The nationa.l income at factor coat Wa.s 22,800,000 i>esos·:in 1948, . 

25,6oo,ooo pesos· in 1949 and about 30;ooa:,ooo pesos in 1950 (pz-elimin~ estimate) . . 
This increase is only to a very slight extent the result ~f ou~rency expansion . 

and for the most part reflects the increase 1n real iucome·. If the f:i:gures given 
( . 

are adjusted to allow fo7: the rise in pri~es, the increas~ in real,· income was . 

2.4 per cent in 1948, 2.4 per' cent in 1949 and 6.-8,per cent :i.n 1956. The per 

capit~ income at current pla-ces rose trom'945pesos in 1948 to 1,194 pesos: in 195p. 
This means ,that the average rate of increase in real terms was 2 percent in the . 

period 1948~1950. In 1950 the'real m' e&I!lta incOme was .23 per cent higher than 

in 1939. 
It is difficult to estimate the cha~ges in the distribution of the 

national income during the period under review. The relative share of labour has 

probably remained stationary in vieW of the easing·or inflati~nary·p~essure during 

these years. A'S. ·regards,the distribution of income by aotiv~ties,_ it is like_ly ... 
that industrY' B share has· sUbstantial~. increased _as the average rate of increase, 

. ' 

of industrial produot~on is· almost twice the increase in real inco~; fur~her~ 

the rise in .industrial prices has been relatively greater than the gene!al index. 
' . 

No estimate of the gross national product is as yet available in M13xiep. 

The greatest difficulty is the lack of reliable data regarding the volume and 

value of tho output ot so,~da :.nc1 services,· 'ae ~iil be shown in gr'eater 
~ . . . . 

detail whe~ the trends of agri:.;ultural and industrial production are analyzed. 

In Mexico the money income of the various factors of production can apparently be 

more easily determined than its equivalent in terms of goods and services. It 

is also impossible to estimate the gross national product on the basis of income 

at factor cost in the absence of an even approximate idea of the annual 

depreciation of productive equipment due to the lack of figures regarding the 

depreciation ohc.rges ot industrial undertakings and the fact that the value of the 
capital goods existing in Mexico is not known. 

/It is also 

r:--



"· ... 

E/CN.l2/217/Add.8. 
Page 9 

:rt is aleo difticultto estimate Mexico's tOtal gross annual investment. 

The Department of Financial Studies: of· the Nacional FinancierS. has prepared a 
' . . __ ._~_.----~--

stat~stical series -on the, value of gross -investment.· The figures may be underesti­

mated aa they do not include payments ··to labour on account of the installation alll; 

placing in op,.eration·of· imported capital goods~ ·on the other.·hand, some 

duplication may ~esult tr6m the inclus~on of some imports ·or 'capital goods under 

t~e heading of- construction. -Ne't investment cannot· be ascertained since, as 
already noted, the amount chargeable to annual depreciation of existing equipment 

is not kn~n. It ma.y1 however., be said With a fair degree of certainty that net 

investment bears. a high proportion' to the' total since the volUme of new 

investment ·-is .large· in. relation to e:ltisting ·productive equipment. ·On the other 

hand, the effects of the very rapid dep:r~ciation of mani imported goods such 

as trucks, road-building machinery and the like, ~hich in Mexico are subjected 

to very hard -~e, must be t~ken .into account •. , I'\; is estimated, for emmple1 

that a_ truck used for the transp~r~ ,of eonst~uction material in public works 

schemes la~ts only a year and. :a half •. 

Subject to these _reserva~io~ '< :Lt may.~ said that total gross 

investment was 3,300 million_peso.s in 1948, or 14-per cent of the national income. 

The distribution of total investment by aotivit:es is not accurately known. It 

ca.n be said, however, that public. inv.estments .represel).ted 30 per cent of the 
.. ' ' . . i ., ·. . ' 

total gross inve~tment in 1948. Public investment$ in 1949 were 675 ·per cent 

of 1939 •. -In comparison ~ea~. inve~tment in industry i,n 1949 was twice the level of 

1939. In the _case of ~ndustrial i~vest~ent, it is estimated that approximately 

20 per cent vas used for the construction of factories to turn .·out goods not · 
' • ·, I 

previously produced in Mexico, 24 per cent for the construc,tion of new plants for 

the manufacture of goods already being ma<le in the country and 56 per, cent for 

the exJ?ansion of existing factpries. 
. ; . ' . . ~ . 

Mexico is still in .a. ~tage. of devel.opment ·1n which a very high 
' ,.. ' ' 

proportion-- perhaps more.tb~ half-- .of annual investments is applied to the 

construction, expansion and repair of its transport and electric power systems, 
•' . .• .· . 

which are prez:equi~ites of industrial development ~d the transformation of 

agriculture. 

/The high 
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The- high levei of: investment: 'fas the determining factor in the rapid 

expansion ,Of· tho r.Aticnal·inoCI!le deeor.ibed above,both from the point of view 
' . ' ' . 

of the real L...:..reasee in proa:uction, and more especially' of the. money payments 

accruing to the f'a.ctors of production a.nd.the changes in theirs~ in total 
I ' ' ,·' 

income. In this connexion, thE, volume ~t inves~ments an,d th~ ~er ~n which 

they have been financed are equa,1l.y impof'tant·. As will b~ desqribed. at gre~ter 
length in later sections ot this report, the volume of domestic savings continued, 

in the first part of the period under r~~iew ,· to be insufficient to finance:'· : 
,}- ~ . ' .. ·,. 

investment. However, in the most important sectQr ~f _capital foJ:'lllB,tion, the 

State deficit financing ceased. Mexico has apparently tiow reached a stage where.: 

1 t ·can maintain the rate of investment 0t the laSt ten or fifteen years vi tho_ut 

running the· risk of inflation of d<>mestic orie;in. 
. . . . .•, .' - . ' 

~s in ASficultural, Production.· 

Fr~ 1948 to 1950, ac.c<?Tding. to. estimates ma9e by the Secretariat 6t .· 
\- ·- ' . 

Agriculture, the harvested area increased by 13 per cent to 8.5 million hectares. 

The increase was due to t~e opening.up of 7:1ew i:J!Ti~tea (25 per cent) and .. -;. . . 

non-irrigated (75 per cel\t) lands as a result of 't;he COJ11Pletton of' some of the 

largest governm~nt irrigation schemes, the construction of roads and th& increase 

in loans for ·land clearing. · ··· 
' ' 

Agricultural production .increased substantiall1 as aresult of the 
' • ·,<- ·. . . . . ,, 

expansion of the· area under_ cultivation and hi~her Y.i~:tlds. The greatest gains 

were:made by expOrt crops in response t~ increased foreign demands. In the 

extreme case t cotton prOduction doubled from .1948 to 1950 to almost three times . , , 

the 1946 level. The production of foodstuffs for home ~onsUI!l];)tion also increased. 

The· production of maize, for example, J'O~e ~Y more than ;LO·per cent during'the· 

two years, and that of wheat and beans by more than 20 per cent. 

The high level of investment and.~onsequent!y of income stimulated 

demand and consUmption. There was a slight. change in the pattern of footl 

consumption, due in all.probability .to .the displacement of farm wo~kers from 

agricti.lt~e to other employment, So long as total investment is maintained at a.' 
' . . .. . ' . 

high level and the changes in the pattern ot agricultural production follow 

/the present 
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the ·pre~lit trend .toWards.: the ·expansion· of:: prodp.ction for· export rather· than for 

home conStUilption, the .increas.es will only partially solve .the prohlem :af supplY,ing 

the home market with certain foodat;;ffs. The stiin:lllus received by agriculture for 

export and the uncertainty associa:t.ed with· agr.icult].lre for locn;l consumption have 

increased the need for imports· of some agricultural pL"oducts (i-7heat, edible fats~ 

Agricultural prices showed a general upward trend 'fl'hich was very marked 

in the' case of cer•ca1n· export crops,;· In the case of foodstuffs, the relative 

stabilization of income, the inelasticity of demand and increased production 

preve:rited prices from rtsing at the same rate as·the prices. of export products 

or the general pri!:e index. · 

Investment in agriculture for export was much higher than investments. 

for the·production of foodstuffs for the home market. ·In the case· of the former, 

large sumswere expended on irrication works, the importation of machinery and 

loans while the latter was the object of relatively modest expenditure applied 

mainly to the improvement and distribution of seed. The vTork of the Maize 

Commission.deserves·particular mention in this connexion. 

The volume of loans granted by semi:..official and private.banks has 

increased by approximately 150 per cent since 1948. Nevertheless, a ·considerable 

proportion of agricult'tlral credit is provided by individuals who lend money 

privately at usurious rates of interest, a circumstance which impedes capital 

accumulation in traditional agriculture. Although the official policy is to 

encourage credit·forthe production·of foodstuffs, ,the increase in demand and 

the rise in prices. on the world market have diverted the flow of -credit, 

(including credit furnished by official institutions). towards the financing of 

agriculture for export. 

Trends'in Industrial Mining and.Production 

(a) Indust)j. From 1948 to 1950 the volume of industrial production 
~ . "' 

increased at an average rate of 11 per cent a year, and it is esti~ated that 

in 1949'it.had reached r~ther ~re than twice the 1939 avel although the 

availabl~ indices show an increase of a' little ov~r:70 per cent. !n the same 

perfbd the productive-capacity of rrenufacturing installations was approximately 

quadrupled. This is a natural tendency in a rapidly developing economy in which 
,_ ' . 

the rise in demand is fast and the most serious obstacle to progress is rather 
the inadequacy of existing equipmen~ in relation to requirements. The extent 

/and distribution 
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and distri'frUtfoil of' irtvestme11ts -in ind\istry>has · a1reaay 'beEm;. dis'Cuss'ed in ·the'­

sect ian· on national· iticom~'. ··As resai-ds ernpioyilient: in indust'ri, it: is likely-

that the popu~atian census far 1950 ·will s~10':'i an :1.i:tcrease in the n\lmber ·o:r persons 

engaged in ·industry of Irio:.:e:than 50 per cent over the~previaus census although 

the available indices shaw an increase of only 25 per cent over ~!.939~ 

· ·;:. Havi:lg noted the principal quantitative aspects of'· the r-ecent 

industrial ·development of Mexico, we may ndw discuss the qualitative significance 

of the proc-ess. 

· • !t is evident the.t manufacturing praceasee are being greatly improved ·· 

ow1.ng in large measure to the increase in the numbers and efficiency of the 

technical· staff. It is interestinc-·· in this connexion to observe -the steadily 

increa:sfng pc.rt ·beirig played by Hexican technicians 5.n the management of_industry 

and in the ad~ption and improvament of production methods. The progress achieved 

is naturaily resulting in the improvement of the quality of Mexican ·products. 

Another important feature of recent industrial development is the 

introduction of ne''~ lines of products. lv1exiao is now producing goods,· such-

as artificiaf silk,- electrical eqnipment, numerous chemical products etc., .which 

five or 'si:i( ye·ars ago had to be imported il'l their entirety. The most ·spectacular· 

event in the intr'oduction of new industries has perhaps been the development of .. , ,: 

the meat packing industry since 1947. ·: · · 

The· appearance of new branches of production has resulted in'-better 

integration of industry. At the present time, many industries producing consumer· 

goods which formerly imported their raw materials are now supplied by newly 

established Mexican enterprises;· in maey cases also, Mexican raw materialS are · 

being used for the manufacture of consumer goods which were not produced previously. ,. 

This trend towards integration may also be regarded from another point.of.view,. 

f:l.S a process of orderly industr~a,}.growth, since there does not seem to have been 

any great :cUsproport:i.on be:tween the growth of .the. c~nsumer goods ;industri~s and 

the capital go.ods industries. On the .. oth~r ha~:~d,, the sources of f:i,nance. for. the 

two type~ -of industry have been fairly s9arp~y differentiated .since. the capital 

goods indus~rie~ hav~ been develop.~~ .by:the .Nacional-Financiera, malting use of its 

own reso~z:ces a?d A.nte:rnationalcr.~ditf3:, .. while J?riya_te i-nvestment h.as been 

channelled .tawad"ds the con.~yme.r _goods ind4atr_i~s •. 
·; -,,., /The years 



E/CrJ .l2/'Cl.7./Al1d.8 
Page 13 ~ 

The year.s. 1948--1950; were··elso · ma!rk~d by the consolide.tton. of' war;..tilrle 

industrial de\"elopment~ It1vt:stments and 'indu::::tria.l activitY no longer hnve 

the speculative cha1."ac~er which prevailed in the ·period ·1942..:1945. Industrialists 

are steadily inrprcving their ;;,:no~rledge of the rr.a.r'kets and they realize the- need 

for research regard·ing their -vrestmt she and futu~·.·e possit'Llfties. Productive 

capacity is bein,s incret:t.singly utilize,l in ind.us-::.r:LCs ostc:olish::;d :i.n previotlS 

years, e.sd. the investments now beinr~ made ere being planned r.1ore carefully. As 

a result, the fir.ilncial pot1it:!.on of Me:~ica.n industry is today fairly sound. The 

process of consoUdation hns bean asaieted by'hie:heJ.~ t4rii'fs, devalua:ti.on and 

i:mpol't·restrtctions which have proteeted Mexican industry from foreign competition. 

In some branches of .indust1·y, htY.lOV"~»r 1 the reatriot~.ons on the importation ot 

similar 'forel(;ll ~roducts have rec.mll;.ed tn higher. pricas and pro:fits rather than 

in the expansion of production:, "'~b:lcli i.s llUdoubtedly due to the virtual ~onopoly 

enjoyed by the 1ndustril3s cvllc~:~ .. 

(b) M.!El-g.e:. In 1948 ~~ 1~9, 'll'Q.det• the combined stimulus of high 

pr;i.aes abroad and the deval\ta.tiou ot t1.ta .p&&o1 the production of industrial metals 

continued the recovery which ~ -~ 1,.7 ~!ter the decline following the end 

of the war. Devaluation to a. very great e~:tent cushioned the sho.rp. tall in prices 

that occur~ed .in the second half of 1949. Foreign demand agnin revived in 1950, 
especially·after ~vents in Korea. 

As regards volume, the indices for the pe1•iod September 1949· 
August 1950, the year of greatest production being taken as the base yee.r. iti 

each case, are as follows: lead 87, zinc lo4 and co-pper 75. In 1946, the (Year 

of lowest p1•od\1ction in the post-war period, the indices were lead 49, zinc 64 

and copper 76. 
Among the various metals mined, silver has continued to present a 

special problem. In the twelve month 't;lOriod September 1949•AugUst 1950, the 

volume of production. 'Was 70 per cent of the 1940 level. During tl:16 periOd tinder 

review, the,J3ank :Ot ME?x!co .has followed a silver policy baaed on the control ot 

exports and of>non-monetary domestic consumption and the minting of silver to 

moet dome;atic:requirements and for export to various Asian countries 

(Saudi l..rab.ia:, ;I:~ag, .. l.ebanon1 Syria ·ahd China). Towards the· end of 1950 

. ' ' ~ /the Bank 
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the Bank of Mexico had to ·red'lH:e the volume of silver it offered on tlw 

international ma1•ket. This action was a determining factor in the subsequent 

r:i.se in the p~ice of silver,· which :n early 1951 :-ra.s quoted on the New York 

market at 0.90 dollars per troy ounce. 

Despite the rise in prices and produc";1.v;:. and the fact that mineral 

exports have recovered much of their pre-war rela~r;e importance, the part 

played by mining in the Mexican eeonomy continued to decline during the period 

under review. 

{c) ~ During the period covered by this s1~vey oil production rose 

from 55.3 milli.on barrels in 191n to 60.9 -million barrels in 1949. The production 

of derivatives was 50~5 million barrels in 1949, compared with 48.8 million 

barrels in 1947. It should be noted that the p)•oduction of derivatives in 1949 

was 60 per cent higher than in 1938. Mexico retinas a very high percentage of 
the oil it produces. In 1949theproportion was 83 per cent but had reached a 

peak of 98 per cent in 1943. 

Oil continues to be absorbed in increasing quantities by the home market. 

Although the average consumption of the years 1947 -1949 was only 75 per cent of 

total production and thus slightly less than the wartiule average of a little over 

80 per cent, this is due principally to the rapid increase in production and 

to the improved export market. The per 2apita consumption of oil derivatives 

rose from 1.2 barrels in 1938 to 2.2 barrels in 1949, an increase of over 

80 per cent. The increase :i.n consumption is due partly to industrial expansion, 

although the chief factors have been the development of communications and the 

growing use of farm machinery and domestic appliances burning oil derivatives. 

Dul•ing the period under consideration, exploration and drilling 

operations continued over an area of more than 185,000 sq. kms, more than 

55 per cent of which is situated in the Gulf of Z.iexico region. As a result of 
prospecting -operations, proved reserves in September 1950 were. estimated at 

1,270 millie~ barrels,. 81 :per· cent being accounted for by the Poza Rica and 

three adjacent fields. There are in(iica.tions that there is a ffeld in the 

Vera Cruz area containing .larger reserves than Po:a Rica., which would radically 

change the perspectives for thE;J development of the Mexican oil industry, in view 

of the fact that the present policy of Petroleos Mextcanos is to maintain a 
safety margin of twenty reserve barrels for eaeb barrel extracted. 

/Two recent · 
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Two recent events in the Mexican cU. il1dustry deserve special mention. 

The first is the discovery o~ natural~ga~ fields in the ~ortheast near Reynosa; 
- ' . . . 

these are being used to good advantage in t~e agricultural ~I)d industrial 

development of the States of Nuevo Leon, Tamau~ipas and Coahuila. The second 

is the completion of two nell refineries; the S&larnanca refiner~,. in. the Bajio 

o.gricultur~l region, which will meet the fuel needs of the entir~ central area 

of the country; and the Reynosa refinery, situated near the oil and natural-gas 

fields already mentioned. The Sal~nanca refine~ was completed early in 1950, 

and th~ Reynosa refinery wao virtually_completed .towax·ds ~he end.of the year. 

Notwithstanding the discovery of new natural•gns deposits, the Poza Rica 

field still accotmts for more than 80 p&~ cent of Mexico's existing reserves. 

These reserves will be more fully utilized \oTith the completion of the pipe line 

connecting the field withthe .S.t:capotzalco·refinery in the vicinity of Mexico City. 

Trends in Eners;r PI:.E~ction. 

From 1948 to 19501 6r(3 rJ.il,.l:l.ou pesos were invested in electric 

generating systems. Of this amount 1 5l. per_ce:nt was obtained through loans made 

by the Ipternntional Bank for Reconstruction and Development and the Export­

Im.!;lort Bank, in favour of the Federal Ij:lectricity Commission and the Co!lll'a.nia 

§.e Luz l Fuer,za. .Motr:l;., S.A. As a result, installed capacity was .in.cr~ased 

from 820,000 kilowatts in 19!-1-8 to 1, 1,50, OOQ .kilowatts at the end of 1950. output 
. . . 

increased from 3,300 million ki~owatt hours in 1948 to an estimated total of 

3, 750 million ld.low~tt. hours in .1950 •.. 

On the basis of foreseeable ~onsumption trends, there must be a 

considerable increase in the output ~f electricity during the next five years 

if the development of the country is to continue at its present rate. 

Consequently, a high. proportion. of the country's inves.tment in the next. five year 

period will have to be devoted to the construction and expansion of electriq \ 
\ 

systems. 

In the consumption of power generally, oil is becoming increas,ingly 

important due. to the development of sea, land and air transpor.t .and the gradual . ~ ' . . 

mechanization of agriculture. According to a survey by the United-Nations 

Economic Commission fer Latin America now in preparation, 64 per cent of the 

/mechanical 

... 
\ 
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' . ·, 

.' . : 

mechanical energy used in:l930 was· derived from the combustion of oil and oil 

derivatives; j,n +94.0 the :f'igur<;) rose to 71 per cent and in·l950 to 75 per cent. 

Coal, on the oth~r hand, dropped from 18 per cent in. 1930 to 8 per cent in 1950 .• 

The share of water power increased slightly from 9 to 11 per cent but in absolute 

terms was more than doubled during the. tvrenty year period.· It is estimated in. 

the survey mentioned that the consumption of 1nechanical energy rose from 10,645 

million ki.lowa,tt hours in 1930 to 13,169 million kilowatt hours in 1940 and 

21,660 miUion }\:ilowa.tt hq~s in 1950.. It is .also estimated that the proportion 

of mechanical .to total energy u~il~ .. z;t3d rose from· 78 ·per cent in 1930 to 82 per cent 

in 1950. . 

Developme~ of 1Tansport 

In· recent years there have been several outstanding d~ve·lopment:3' in 

the railways. The most important of these was the construction of the Ferrocarril 

del Sureste which connects th~ Yucatan pen:tnsula with the rest of the country. 

In addition to its politicalimportance as a mean.s of effecting the unification of 

this important area with the national Cl,)nnnunity, tbe new railway. is of very great 

economic significance since it· will make possible the utilization of the natural 

resources of Tabasco and. southern Campeche, which is perhaps ~ne of ·_the richest 

parts.of the country. The region also possesses t:P,e best system of navigable. 

waterways in Mexico and the completion of the f~:rocarril del Sureste .. and of the ' 

Pan-American Highway 1 to which reference will be made later, will make· possible 

the inteGration of a .system of land and.river transport in·an·area where 

communications facilities ,.,ere previously amol)g the· worst in l·1exico. In addition 

to the completion o'f this r,ailway and the. opel)ing of a new line betwee-n· Sonora 

and Lower California,. the narrow gauge trn.ck .on the Ferrocarril In~~oceanico 

between Mexico City. and Vera Cruz and that of the l,ine running between Mexico .city 

and Acambara in the Bajio agricultural region has been widened to standard gauge. 

The programme of: rai.lway rehabilitatio~ has ··also been continued. energetically 

in recent years and includes the improvement of fixed installations 1 the 

substitution of heavier rails for those now in use and the increas:i.ng employment 

of diesel locomotives. ' ' 

/The vol'UI!le 
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The voltlme of goods tre:f'fic-,oarr.ied .by the Fe.rrocarriles Nacionales 

was 14.7 million tons in 1949 and 15.5 million tons .in 1~0· as' against 9.8 million . ~ . "'"" ; 

tons in 1939, i.e. an inc-rease .of·~60 PM', ·cent.' · ·· ·. . · · · . 
, . r 

The moet important development with regal.q· ~ ,1"oad.s was,t~tt completion 

in 1950 of the Pan""Ameri~an llighwa.:( fr6ni' :di..udad Jua.r.~~; ~lJ. the bqtder wi~ the 
·. ' ' , ~: ' . 

United S'!Jates to. Ciuda.d C'uauhtemacf·ort the, ;f;rontiet" with G~temala.. ' The ·highway 

j_e 3.,400 k,ilometrea long, .and .1tS SbUthern.,et' S&Cti-on-ba& cServeo(} tO prOVide I : f' 

communications with.· most of the..,stat&.- df· Chiapl.~, vh:t.Qh· .a~ the. present. time i-s 
,~ ' :It', \ "' 

one of ph~kmost prom1s1ng regions' !'n. Me1ico·:.for .the· ~poses of" tropical ·and . · 4 · 
. . "' ... . . 

sub-tropical agriculture •. During<tbe past'.:tbree,:~ear.s :there-'ba&·,been .a ehange.ot'. . \ . -

emphasis in the objectives of: ~e:d.'CO.'s bigll'W'ey! policy·,.: ~lthougJi~the importance 

attaohetl to the bu;tldi:ngof.trunk•hl.ghwayJ:io·unaiminishe4, considerabl-e attention 

has been given to the QOnstructio;i' ·or 1d:e.:1 roads/which yi~l serve to ~integrate 

even the smallest i'O'Illllunities in the national market ·e.lld:·t~e social· life· ot the 
. ~ ., ~ 

country. A sum of app1•oximately 700 million pesos was· :s~pt ror road: construction 

during the period 1948·1950. rJ ·-::. . ~ . , , . . . ., ! '· r$• ',· '\ .. .. ·. • , 
. I-t; was est~mated tha~ the '+J1eoret1ci1.~ capa.Qi,ty 'ot . .'tli~ motor· .trv~ks · 

operating on Mexican highways in 1947 .was ~?,9QO tl)ns .~ day and tha~ it .was . " 
.-. ' ,_ ·• ~ ' ' • · f~ p H :{ ;. ,· . •• ' • c ' • 

incr~sed by approxima:~ely 30 per ~ent dur1~ tl1E!. ~ollowi~g _three years~ The,. 
' .· ~ . . ' . . . . . 

extent to which this capacity is used, i.e. the tollll&ge transported can not be .. 
,.,.. ' . ' .. .. .... " " ··- . ' · .. - ' 

est1mai;ed.1 ev~n appro.xj,matecy.., "pe<;:~us9. of the mult~pticiw of .tre.~/ilport und~l11e.kings 
. . . . - ( . .. " -~ " - ~- ~. -· - ... " ' . '• ,, ~ 

and t~~ dive:rs~ty and irr,egularity .-9~\.tpe .;B~l'li~e~ ,th£0" p!'ov;de. 

In 1949 the Mexican. e.~d f~t.gn .~irli.M,s f.,Pet;at1~ ~!i~st,ic and in:tet:• · 

national serv~oe;e ~~ied mor'l ~n 900,~:~ss~~,se~ ... ,or 1,0.5 t3.lues as many ~a ,.,, 

in 1940. 11). ~he same _periq.d the 'olpn~j~t. a,!~ f're1ght increased si:; times.- , .. 

In order t9- ~c-ili~~te ,,~. d;tetl.".ibut!~n ~t-~1.1 and otl. aerivat1ves1 , 

pipelines wer.e constructed.~ Poza Rice. to Sc'.l.a and~ Minatitlan to 

Salina Cruz. d~tns. t~e. P~J'~ ··~~~r.et!; b~ .~~·: a,'J'rVer. !r.h~. t1rst .. ~50. kilometres 

long, will supp'JJ". ~de.< ~1}, "o. the rettne!7 m~,~~~4. 2.1:1 tbe . pre~e~~ng .. ~ect:tol\. 
The second, 247 Jdlom~trea long,. will cross th~·· Isthmqs. ot Tehuantepec and, 

together with Pemex tankers,vill help to meet the needs of ~h~. Pacific area. 
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Over- investment in 12!!7· and 191!,~ 

It wee noted earlier that the eoenomic 4ev~lopment of Mexico in recent .. 
1•en. ba been ehaneter1&e4 ~1 an ezeeee of capital. formation over savings, which 

1e eloeelJ linked with tbe growth ot the population. · Iri the years 1946, 1947 and . 

1948 tlta tcmdenc1 'became parttevbrlt ll&ftH~ 'llt ·urtieult.t vaa not a dis• 

•tu1!U~r1 ua 'Mtveea cu:rna\ · ••lap u& taYelt__.• ''* tho 1oaftequaey of the 

rweoureea accUIIlul.&'-4 d.,_. .u., val' ,..,.. '• -.~ \M .. ,utnw.ent• tor the 

e:a:,...t•. aat np1acement ·ot .,..a.•\tYe t41al~! vb1cll Jla4 aecu:muleted 4ur1*C 

,..,_ ,..... ~b1a val ·~t. ca•e·tn -~ ,._ pft,.t• sat.the.JUblic ••etors, 

aUhougl the latter vas p1'0\8b17 110re ••:r1ouely ~tf'eetet.. 
Mo•\ •f' tM •a•1J:I68 accumulated. &urins the var were "presented b;y tile 

tacfta•e ·t• the ftle••• Of ... !Qk ar MQ!to, ~ttJI la4 !'ilea to. a peek et 
190 ml1'1ca lollen et tbe \eg1'1111l8 et l~6 · d i tell 1a the course of the 11e:xt 

two eU •· U.l:! ;yeera to 42 m11Uon 4oUere. 

~tfect• .~ lllOCley .income .ncl the. bsz1.,ee Of PY!!et• 
'1'he lost 'c)f reaenes :tended to cont!'8.ct tbe volume of mone1 in e1rc1lla• 

tion, \vt th1• va• t. aome e:xtea\ oft••' \J aa 11lfl"ll!i88.. in the l'elooi ty of ein~­
.1~ w the :rela:la\t~ ·•f •retit ..-\wt•ttm•• ~~~· vol.ume ot I!.Oney ta o1rcul••· 
•ton teU tia& 3. ,1, million pteo• 1a Dece•ber 1946 to 3, 493 111ll1on peeoa ta · 

J)ece~· 1947 and. I'Ose· te 3,6a 111111<& peeoa ia JulY 191&-B. !'hie was ;reflected 

elabtll' in the reduced: a•\1v1tt• •t "rtaia 1alutr1:ee, auch' •• bu114.1ng, vht•la: 

U.ltut. ai811f1caa'lJ' 1• Meat•• tt.t.r ta late 19ii1 and ea:rlJr lplf.&. Ia a44tttoa.. 

then ••• a talli~ ott •f ac•t•t\i ta ._.,ta; Sat.-tl1• •• ,,.eh ~. te:a:tiles ·• 

vta1ela het found tonign uw'D\t turiN t.!aa -. ..a: vhtch vere faced li1 a •harp 

fall 1n enel'Ditlt.emn4 'fJIOm ........ ,, .. 'Ybe~a··f.c••'t• ~..and vas also 
\. '' . ' fslliBC. ,. 

tl18 s1' , • .a .. ~ ........... , •• n:i ..... pft .. ; r••·* \!Uro1iahout l91t'f: 
all4 \he fiN\ 8U .. th• ftlooue'-\rt.· 1gt.1. ""." •·:. : ~.: .. ,, . 

~ 1 ' . . . • ~ .... ' 
:" f .• ; . : . .... - ." 

l!!l.terntJtional 

'. 
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One possible B9t1uti,o~ of. the balance. Of payments problem in these years 

would have been t'o obtain a volume of' foreign credi te suffi.ci~nt to compensate 

the deficiency of domestic savings. A considerable flov "'f, credit to the amount 

of 35.6 million dollars in 1947 and 18.3 million doll'are in 1948 was in fact 

received, principally frotn ~he E:xport-I1p:port Bank in· Washington. These 'cred:its; 

however, were not large enough .~o co~ot the disequilibrium On current account 
' ,. I 

and to meet the n~eds of p~blic. and. ,private inv.estment prograuines .- In· order to 

deal with this ait~et:!.on, loetie amount!~ to a little. over 200 million dollars· 

were requested early in 1947 f~m t~ Export-tmport Barlk: and the Intern8tionel 

Bank f'or Reconstruction and Development. By tbe middle of 1948, however, none 
' ' ' 

of the loan had' been au.:thor:f.zed1 . and it was all'!"eady clear that MeX,ico would ~nly 
be able to ob~ain. ~ much st118ller a111oimt, .as 'Ifill be deecr:tbed beloW., 

The devaluation of Juiz ·1948.' . ·: . ' 

. The lose of reeerv~e· resulting .from the d;isequilibrium on current 

accol.Ult, was accentuated in June . and. July 1946 b;y a,hort term capital movetrJente 

of a speculative character. The combined effect of these two factors had by 

July 1948 reduced Mexicb'a monetary reserves t.o .42 million .dollars, rep:reeent:rng 

a loss of more 'than·· 300 million dollars eipca February 1946. In this a:1tuat1on, 

the f'inancial authorities had no choice but to devalue the peso on 22 July 1948. 
Frotn that time on, the course of' inflation in Mexico changed radically •.. · The 

deflationary effect arising out of the balance of payments during the two and~~ 

half years prior to 4evaluation should have disappeared as soon a·e a new par1t'y · 

had been,e~tabliehed, as ~;n fact happE?ned in the f?,.col').d half of 1949. The 

part played by domestic economic policies in dealing wtth ,this new situatio~ 

is analysed below. 

/THE ECONOMIC 

:' 



... ! 

'• 
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Policl! Before, Devaluation 
. :; . 

, I 
~; • I 

l' ,.: - } • ' 

. __ It. rtJ11Y ~~em str~e · .. ~ha.'!i. ~~ pu.b~ic lrOr~e ._const;uct,io~ proGramme, 
"'' . ' "" . • •. , ' '. ' ·. - - ; '', ... > . .:. ' _: . , 

financ~d by.means .?f. t~,_bu%et d,eficit, e.~ould .ha.v,:e.!:~en continue4.-,_~nd e~nded 
" -· • ~ , ,, ·' , • •' . ) . . • f • '. • • ' •' ' 

in l94J~48 a~ a tiJne .. ,!h.f3n the _bala.n<;;e_ of ~nt11 ~~ition ~e<;tJOO~,_to c~ll for a 
. ' •• • ..• -· • . ' .. ,. ' t" 

balan.ced budget qr ~- _b\l~et ,eurp_lua... In fact1 _a, balanced b~get would certa.it:J.ly 
. ' ~ . . . . :, ' ' .- . .~ . . . . . . .. - . ' ~ . 

ha.v~ checked,. ~l~ho\18~- ~o)mpl¥, J?-Ot preven'tf.'d1 the loss _of r_e~ervea and devalu.atj.( 

:might_ per~ps ~y~ __ bef!tt po!!tP<?ne4-. .. On "t!he .~t~r l:!and1 a _ba:t,a:nced budg~t might, 
• • ' " ,. ~- • .- • ~- t, • ' 

possibly have,atre~theneq the derla.tionary effect of~ loss of reaerv~s• . .,. ... , ... ' .. ' . . . - ,. . 

Re~er~Il.ce ~~f?: :made it;l ~e .~:.;'&Cedi~ aectio.n to the ap:Par:eJ;lt J)a!ado:x:r ~.partial 

deflation in s~ econallJ.i,c ~actors lfhile inflationary prese.ures. continued •.. It war 
' . ' . ; . ' ' ~-- . ' 

in fact because of signs of deflation in private building and otht)r industries 

thAt ·t:ne public· works p.r~ramme was continued and acce'~ra:ted in order to · · .. 
' ~ ) ' .. .. '. ' -.- • ... • ,w - :, ·' • 

stabili~e·the gen»ral: level·o.t· e-conomic aetiv.ity. Total·sovernm.ent expenditure 

(including 'local authorities) amounted to 2,643 million pesos in .194T aml 31 050 

million pesos·'in 194'8. Of these aum.a1 · capital &xpenditure- acoounted:for 1,010 

million pesos in 194'7 and 987 ltl..fllion pesos in 19481 ·,i.e. 38 per cent and 32 per­

. cent reepectiveily. . The·'budget d&ficit :(Federal Government onl;r) amounted. to? 

191 million 1Je.SOB in 1947 and 278 million pesos in 1948 •• figures· Which are. ., 

reh.tivel.y l6w· in proportion to size o:f public investment. 

ChaBQed obJe~tiv~s 
,. 

At~r ?-evalua.tton,. atii in particular after th.e new, rate_ p:t:. 8.65 pesos 

had been established, t~re was no lqpger any da~e.~. of deflationary ~eseures .or 
external origin. A radical change in the direction of 

became necessary. IIencefor\-lard1 the stabilization of income had to be achieved 

not eo much by maintaining the rate of development as by trying, by mea.ne ot a 

budget SUl'plus, to create a sufficient volUlll& of savings to offset inflationary 

pr~ssu:res of ciomestic origin. Steps had also to be taken to stabilize the 

domestic price~level in order to take advantage of the protective effects of 

devaluation to the fullest possible extent and :for as long as possible. 

Moreover, the success at a policy at stabilization would be incomplete 1f no 

attempt was made partly to neutralise external inflationary effects by absorbing 

a portion of the additional profits accruing to exporters from devaluation. 

_!.a.st)J", to ensure proper utilization of the additional savings accruing to the 
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country from devaluation,_ it would .. :qe ,necessary,. at least in the beginning, to 
. ·,', ; ... : . ( . .. 

prevent the increased reserves from being· used for purposes of consumptlon. 

Jt.ethods --· 
The :measures taken to a9hieve these· obJectives are J,.isted belmr. Ire t, 

. " 
fir at plac~ ,. _1 t _wa.e plauned .. to ~a lance the b~~ge~, .~d this was f inalJ.;j ac coL-

• - 1 ·, • • 

plished .in 1949 when .the .finap.cial year clcE?e.d with a surplus of 134 .m:l.llion 
p •• • 

pesos. The BtU" plus was obtained not by reduction of the. public works' p~:ot;l'alrK~e 
; . ,· ·:.- . - .. · _:-; ' ' . 

bu.t by mee.ns ot: a euostantial increase in rev~nue. 

Part of the increase in public revenu~. is assodat.ed with the achieve-. . .· . 
ment of one of the other object~ves mentioned ..... the absorption of part of the 

profits. obta.ined by exporters a.~ a result of the chai?Be in the rate of exchange. 

This was aGcompl1sP,ecl by the establishment of ~ 15 per ce.I1t .~ valorem surcharGe 

on the exports tax, calculated. to retai11- one half of thr? exchange prof:l. ts which 

wonld accrue to exporters. if the peso 1'rere sta_bil1zeg. at6 .9 to the. dollar. When 

the rate was stabilized at .8.6~ pesos! the propor.~i.?n of the ~xchanee prof~ts 

absorbed b~· the surcharee ,actE;!d as an anti-inf~tioilB.ry instrument· in thr~e ways: . . ' . . . . . . ~ . 

(a) by absorbing ~rt of .the increase in money income pf foreign origin,; (b), by 

:tncreasir..g gover~ent r~venue and. thus contributing to the budget surplus:; ~(c) by 

preventing the prices of expor-t;.. goods from rising_ in pr;oportion to the chance :t 

the rate of exchange. In the last four months of 1948, the 15 per cent ~· valor; 

surchar,3e producf;~Q. 6o millJon pesos. In 1949 a.'1d .19501 receipts fran this sourcf 

;w;er~ 368 J!:lillion and 390 million peso a, :-r~spec:t1 ve 1y, i.e., an avere.ge ?f 12 per 

cent :of- federal r.evenue 1 a ;per c~ntage exceed,ed.· only by incbme tax. 
. . . ' .. : 

A second ~ighly effective l1Jeans of achieving a bu~e, surplus was 

pr.ov:l.ded-1Jy -the excess profits tax .~stabl:i,~l;led ir:r' 1949 with the double purpose 

of' absorbing the profits of undertakines no~ liable to other. taxes and of 

encouraGing the l'ainvestment of profits· or, 

creatin6 a large v.plume of J?rivate.savin~e. 

in 1949 and 60 million in 1950. 

what amm,n-es to the sawe thing,. of 

The tux yieldeCI. 44 million pesos 

In addition to·the v~riqU.a,Ineasures described,- import restrictions were 

also Lainta.ined in· order to.·eneure that .the increase in :reserves resultinG fro1" 

devaluation''was not dlseipe,teci by the· ilnportation of luxury articles. 

As~ a l'aBult ot tlwse:_meas).U'es ,·'the ba~nce· of payments on· cmorent 

accoUn.t ceased to be adverse· in the aeconc.lnal:r of 1949. 
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Jn the balance o~ Razments 

In the second hal~ of 1949 the balance of payments ceased to be-adverso 

and a surplus of 59.5 million dollars was achieved~ 
Th~· decisiv~·factol:- ;m the change in the baiance' of peyments position 

was th~ »eduction of imports from 7l9 'rilillibn :d.oi~ars 1n 1947 to 597 million 

dollars iri 1948, ·520 million·· dollars in 1949 and a:P:Prox~tely 500 million dcllflr[ 

in 1950. The reduction was due to the combined. eff~cts of devaluation and of 

the maintenanc~ of import restrictions. vas 

·The stimulus to exports· furnished by devaluation/to some extent offset 

by the. dec-lirie in demand m the tm.ited states in 1949. This was reflected :in 
the prices o'f .'a number of products 1 in particular of industrial metals (lead, 

Zinc and copper); In the Case of' lead, £'or example 1 the PriCe £'ell f'roln a 

maximum of 0.21 dollars per poUnd in April 1949 to o.12 dollars in December 

1949. · (The downward trend continued to 0,105 (loll.ars in March 1950, but was 

rapidlY reversed in subsequent months) •. The 15· per ·cent ad valorem tax, to the 

extent that it a,ccomplished 1ur:1nternal·anti'!'infl.ationary purpose, also reduced 

the incentive given to ·-exporter$· by devaluat-ion. As a result, increased exports 

·did not begin to contribute to tlle inii?rovement of the bala.r1ce of payments 

Po~i~ion until 1950, · · · · · 

In contrast with~ its ·delayed. effect on exports, devaluation inmed.iately 

resulted in a substantial rise in receipts of forefsn exchange from the touriot 

trade. Basically this was due to an increase in the amount spent by forei&i 

tourists iii Mexico in 1948 and 1949 as compared with- 1947 ·(although the 1949 

figure is below that for 1948)~ ' Furthe-r, the sums· spent by Mexican travellers 

abroad which reached a peak 1ri'l948 dropped sharply in 1949 by almost 50 per cent, 

to approximately the 1944 level .. ·_., As a result of the -combined effect of the two 

factors, riet receipts ·from. the tOurist. trade rose from. 82.8 million .dollars in 

1947 to 104.1 million dollars in 1948 and, 133.7 ,mill1on dollars in 1949~ They 

are est111!B.ted to have exceeded 150 million dollars in 1950 •. 

As .was, noted in the prece_d1ng section; ·in 1947 and 1948 Mexico had 

applied for international lo~s to an· amount slightly over 200 million dolJ:ars·. 

Credi ta granted in the. second-. he;1f of 1948, in .1949 and 1950 amounted to 180 

million dollars, 75 million .dollars ·of which was used during ;the same period. 

Of this figure, 20 per cent is represented by loans, principally for electrifica­

tion, by the International Bank for Reconstruction and Development, and 60 

fF .. act bY l.qaps :f'rpm tb• F.xpgrt; llR&JOrt :aiPlF 
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. • . · Th,e .. 4.e;ra:l~t1on of Jitl\r 1948 and mor.o parttoula:rl,y the stabilisation 

of the pes<>, in·.~a-19~9, natui-all.Y put.-an·'Ond to e~o;t•te~ speculative exPQrts 
'; ,, ,, ' . '' ' ' - -· 

of Cf!.Pi:WJ. .• 

Qhapses ;l.u the~gomJ~oeition of :f'oreim trade 

Besides the reduction in imports and the de16Jed increase in exp9rts 

· !'allowing devaluation 1 the latter • in association with other factors, tend,ed to 

change the composition of both imports and expOrts. The principal changes in 

1948 and 1949 are described belatr. 

In the case of imports, devaluation not only succeeded in reducing their 

abaolu~ volum.e, but, what is more important, 1n changing their composition 

in favour of home production. Thus, _while capital goods and raw materials for 

. industry oonsti tuted 61 per. cent by value of all 1 tems imported in 1946 and 1947, 

the proportion rose to 69 per cent tn 194.8 and 1949. Consumer goods and food­

stuffs, on the other hand, dropped from 35 per cent :ln 1946 to 23 per cent in 1949. 

In t~e case of exports; it should be noted that in the _period·l947·1948, 

the wartime trend towards a relative increase in exports of manufacture ~ 

. compey~c;l. wit,h mineral products and oil was changed while industrial metals 

and oil accounted for 26 per cent of aU exports in 1946, but they bad risen 

to 59 per cent in the fir~t nine tnonths of 1950. Industrial products, on the 

other hand, had dropped in the first nine months of 19.50 ~o ll per cent of all 

exports, as against 27 per cent in 1946. Throughout the period agricUlt~ral 

products accounted, on the average, for one•third of the total value of e:xPQl"'ta. 

In view of the develo'!;ment of the cultivation of export crops, it ma.,y be asked 

whether this trend will continue and whether mining products and ~11 will fn the 

:fUture .be ·able to regain the important place they occupied in :Mexican exports lmti 

ten years ago. 

It has a~eadY been pointed out that devaluation had little ar no· effect 

:i,n increasing the value of exports which actua.lly declined in 1948 .. 1949 ,as~ 
' ' 

agairlat 1947; and which only began to regain the 194'7 level 1n 1950. Similarly, 

devaluation wae r.:.ot a deoi~~ve factor in the changes ::tn cdmposition mentioned 

earlier except 'in so far :as ':it so'fteried the impact of the taU in metal: :Prices 

in 1949~ 'In the case ~r agricultural products, the -ae·eierive factor 1n'the 

increase in exports is the fact that prices'abroad have rieenmuch higher than 

th®e .of dther commodities. 

/Changes 



E/CN .12/217 I Add. 8 
Page 2h 

Changes in Prices 

Until Jnid·l950, prices had risen onq .29. per cent above the level 

of July 1948 in comparison with. the 78 per cent rie.e of the dollar. The 

slo\>r adjustment of prices to the new exchange .rate is due tc the factors 

analysed below. 

:From the point of view of' supply, SOil'le factors acted. ·directly on 

prices while others affected. them th!'O'lS'"l J,.'7'c·t~cMon costs. ftJI.01:.q i:~1a former, 

mention should first 'he m"l:l'9 of tl'le ac'l'lJ',l~(·.~~~:J. :r':.~oks of imro.r'::Jd go:)d.s which 

had been acq,t~ired l:efo::-r1 ·tb.e deve.l'..~..3:r:~,'n .. ,:r ·;:i;'''• }~sa :ln.d "~oo·~'·.!·e 1n exce-s3 of 

immediate marlcAt req1.dremec:1,fJ. Fm··:,~w.:.", t.?.Jo ~r1n~s cf fo.)c·.~~t:~:ffs -- to which 

a very heavy W0J>:Sht Js a.::.·:~.-:::.·:·h0d i::: t:n€i e-::::1~~:~':':'.. i;:.cl:::r .... fell s:u.e;:1J.:.ly as a 

result of the consid.,::~:-t;t':JJ.e :.t.L:n'e<'l."<e in agl•:;,;.:mlt.n;al pr6du6t~ori in ·i948 and the 
,, ' 

low elasticity of da::-.cr!Ct f•r fn·:<t~t .t:':'fs. 

The acc'11!lu1e;:,tea. a~.::o.;i:s of im;:u',')r·ced raw materials and the acquisition 

of machinery at the old :t:'f'.'to of 4, 65 aloe :i.nfluenced p:r.:::.a· 1c<:ion costs. Another 

factor wo.s the fs.ll in 'Jni'tec. Stetes prices ~vhich occt:.:r.t·e(l in the second half of 

1948 and became more :p:::1;:>.rT~":! in 1949 :J.:& ivl:ich was pax ::;~.cularly marked in 

the case of raw mate:ric:..ls, waohint;:.~y and. eq_ui'?T!J.ent. The vir·~'Ud.l freezing of 
. ' 

wages from the middle of l9l:.8 U:ntil the end of 1949 a.lso helped to keep costs 

relatively low. 

Another factor which influenced production costa end· delayed the 

adjustem£nt of prices to the new exchange rate was the steadily increasinG 

utilization of the Pl"cductive equipment of many undertakings wh.ich had been 

working far below capacity. 
• 0 

From the point of view of <J.emand also, a num"her of factors tended 

to delay the adju.sttr.t.'\U of pricoa to the neiv ezchange rate. Among these 1 the 

budget surplus refer1·ed to ea.rlL!" i:n:l.y be regicd0d as the ;:nest import~"'lt factor 

restraining effective damend. Ft·r·G'f:.Gr, as ind.icatecl earlier, the 15 per· cent 

ad valorem tax tended to na...-rovr 'th3 li:f:t'erence betweeJ. the d·Jmeatic end foreign 

prices of export goods, to limit the eff'ect 6f ext~J:'n9.l denna:.1d on the home market 

and 'to reduce the effect of increased exports on the ex'p8..J.3icn of' money income. 

Lastly, the freez.ing of wages, which, from the point of vtew of supply, was 

effective in keeping down costs, was an even more powerful force in the 

stabilization of effective demand. 

I Jl.1MEDIATE 
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. ExJ!B!iop of external ori~in ·sipcf J\lne 19~. · . . '.: . . . 
. ••. . .,. '.,., • .:· •• -·''t -·-1 '•'J _b.': -.. i-... ' . : .. ); .... .l} '~· . '.. .· ; ..• : ... . ... ·,, . w ,, ,. ; •• 

. . TJ;le, m.one~ ex·~eion or. external 9l'iS1n that began ·when the tate of 
, ' • , -· , ' :_. 

1 
• :i ' . •, (It. " -->_:- .', _. . ~ ''; ~ -.. ; , ·.. • ~ ', • ~- ·, ,• • 1 . '- '; ·..,. :· •' ' : ,; " 

exchan~~-w~s stabilized at 8.65 P8eos'tn the middl• of 1949 has been proceeding 
~t ~ much fasttr pace stnce July 195<>~ . lihue man~~· ~~enes . til~e~ed: bt~: 

. , ' . ' ,_ ' . . ( ' . ' ' ~ ' 

59.5 million doll~~. 1n .the; 8Et09fl_q, ,~al,f of 19~9. ~ by, 10~7 million dollars, Ul 

the first siX monthsiot :19-50/ the iilct'ee.Se .from~ -~-~~c· l95<r~ j>.Y~~ 
lOO million . dollars. Ii ~ be usefUl to examiue ;the· reasons· fOl': this sudden 

increase 1n reserves ;and to ·consider what-ef'feet this experuri&n wi~l have bn the 

eooh9m:fc development ofM8:xico ill. tllle iJIUnediate fUture.~. 
The reCent 1nerease of::reeerves .bad been influenced by (a) the :x:-ise. of 

prices·~ the United States:, 'Which bile· been. pc"t1;cularlt ~ked in the ~e of 

~ Mexican. expOrts, I such. aS !llO'Qa.ls:, :bh«. PJ-1~f of which' fell' in~ 1949 bttt ·bave 

rat~ea.:to or exceeded .·the h1Qbea~i ');O'tels rea.Ohed at .the beginrl~g of. -iha.t- •'. 
;year;· ('b) the booni 1n the t~tst ·trade;'. 'WhiCh ac»ounted :for 150 ~~ion dollars 

in 1950 and was pal"tioula.rly he8.'v7 :in ·the ,sulauer and. ~-tumn Of that year;. 

(c) the r~swn.ption of the flow· o.t' m1EP'I'tor7 vorkert~·to. the't~1ted states, · 

eepe~·tfii:Ji ··'durfug· the· ·secdnti half"of' 1950; .. en4-• (d) '!DOSt·~;lmPor~t,.:-:W 
auostimtial .. iiltl.Ux ·or S'hort•term. capital; Principally :f'or _speculative. reast)lls., 

including the hope·or a possible revaluation o'.f the peso. -:The IQOnthly average of 

SUCh. Capital movements ·rose from 3 million doll~S 1n ~e ;first; SiX months ·Of 
. .. . . .. ·-. ~ ' ' ' ·. . . 
1950 ·to 6ver· 10 mill!oo. dollars in the. 'second hal:f·o:f the year. 

'l'h• effect of the '1ncreB.ss .in reserv-es ,on: money income 1s>.mak,$ng <itself - . . 

tel t fu. a: nuniber ·of V8:1a·. · ·Ole 'of ~ee ; 1s . the ·new bOOID. in private: bu.tldi~g 
' '< • • -t ,• ' ' ' 

campa:t-able ·to that :of' 1944 and 1946 .. ·'J?b.e .prin~ipal eff~Ct;. .. hoYeVel;',. ot ~e-

1noreaeEt of money inoonie is on price:s-,- which, as eJClQA1ned ~ ~ ea.rl1er_:-~l;lapter;· 
ha.d be&n r1sirtg-·reiatively slowly a1nce-'the aband.onment:. of' tl\e eiltchange. :rate .. . - ~. ' . . •. 

of 4.85 pesos ·m July ··19lf.8.~ · Xn. the. second, ·half o~ l.950 the wholesale· price .. . . '. ·, ,' . 

indeX rose 31 pointe 1 cit- 11 per ·Oebt, 8.$. &ea1nat the rise .of 17 per, ~~- during 
rthe. two P.re~ed1rig teat a. t: · . , · . · . . . .. . 
. -·-~ . ' ! , ,i' ·~ .. ' '• - - ' ' ~ ' : . . . -." . . ' • ,,. 

· :· t·•l ' !t is· ob·vious lhat in the PI-eeec:t.e~tu&tlon ;the l)rincill81 Bottr"Ce of 

tii:rJ.at1obar;r 'tiresa~~1s ;the f'a~ble· baienoe 'of~~ ~ition-•. ~e~t!c 
'Private ·lli~estment end·, '·to :e,,reseer 'extent, wages·. are,. howav~r; t cont~u1ng to 

exert -:M 1ntluence>·1n 'tlUt·~ ilir.ectian\. · · · : · .. ,. 
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Programmes of industrial expansion . today call far relatively larger 
• • ,. ' • -:-· ~ ' ., .<; .~ ' • .. • • • 

sums, sjnce the coat of imported equi:Pment has l:'isen considerably and working 

capital must be increased in proP9t:tion.: to: the :gene~«a:l:··rise -in. -~c~ :, and. ®S.ts. 
~ r'·.' _.,. ; .. _ ... ··-~ . . • ..., ~,.: _, • "'"'.-.••. _. ·'-~-... ~.~ .... -· • .-.~·· 

· · The upward·· pressure of' wages· wh1oh ;- a$ noted iri the·. prec~ding section 1 

rem.a_in~d 1a:tent a~ devaluation,· has. 'been expreese·d in tho ·forn+ of f'.reql:leirt. 
' i • . ' •' . ', • .' • ' ·'\' I ' ' \ ·-.: ' •/ 

and bit~ labour disputes.·· ·· , . . 

~el~~iVS,.egeoti~~~S 0~ Y£F~O~· ?;l~l·m~t'ioo&z··~aSUre~. . : .·,. 
1 

. Hav~g.no~d the: J;lrincipal f3ou:r:ces of. inflAtionary ·'P're,asure,, :we ,m!i7 ... 

· ex~1ne tJ:te 1na~ta u~ed tc) deal with them. ·.' · · 1
. · · · 

• ' "'\ E J . • ' -. • .... , 0 • ' ' ' • 

In the first plaqe, .tl)e policy of buQ.get. surpluses, or' Gf public· ' 
,._ ",,.; ' • . ... ... '. ' .;: _: .;,. , ' ' t -. .• .. _, ' ' ·.• . . ;_ 

.. savings., ~ been o~t~ue.d end see~··li~ely.;to bee~ a feature· ~f Mexioo~'e ·· 
e~onQiido. d~velopment 1 at ~east in i~a'·~e~'ent phase ... The ~ffidacy of this 

' ~ • '~ ·-·~·· ' • _,· '",1 . '' \ ; • :~·-· • .- _· . - -- •• ' 

,. pol~ay as, an ~;~nif·'":J.nf1at1on_ary:me·a,sure has beep. ·~strate(t during _the ~at. 
·-.- ·"' { . : . .' ~ } . ' -·. . ., . . . -

tw.o y~ars, put :t,t <?an be said that '!lnder. present conditione it~:( poe.aibilities ·. 

:~.e. fai~i,. liu).t;ted. This is .~p~~t i't t~e .. size of th'e surplus :1n .the : · ,· .. 
. . \ J ' l ,., ;] ~~ ,- ' j' . ~ 4 ., - . - ·:- ·• -; ,•·· 

last· f'in~qi~ year (Srll~~t. 20p. mjllttO .;Pe~~B )''iS :cOmpared with' thEf rate .. Qf 
• ' : , , ,.. - ' < oi.•- ,. , ·, .~ , ~ ., ' ~ . 

increase of th~ 1JOO.fi'~ .r~ser;e': ··u the:''ueoess~ :ste·pa !wer~ t~en,;: . 
. ' ' , ~ .,. : • • ..,: .. • . ~"' : J i,:: •. .,. . • : ... - . ·: • 1 '~. 1- • • • :· \ • • " . ' " 

public sav1n~~- .. ~~d b~ -eonside~ably ~~~~~~d eit~e~ by are~1:1ct1op ·.of t.he ·' 
"" ~.. .. .. . ; . ' l l .... I< l' i ,· ' • ' ' ' . 

. t;n:l'Pltc .. works. ~ogra.mme. or by .f'ar•reaoliing fiscal reform.· :Weither·.step ~eems 
• • ' • ~ • • - . • • . " . " . -~:· :; ' • ' ; ~- : ~ • • . . '; • ' t . ; .• . 

:· 1eas1bl~··a:.1' :the. Pfesen:t time,, and a reduction of' public wcirld3'·ie:, of course, . 
. '·· ~. ~ :·. .·#· ~·-·· ,··;.: ... ·. . · .. ~ .. ..,: 

regarded a un.des~ra.ble. . . · ·' · ·· · 

Th~ ~E!O~d .~t~-;~~tiOD;~Y meaa:~e .th~t 'must·. be ·~oone~'Clered is t~e 
.. ·relaxation of !Jnp~rt res~1ct10llfl • .' Since t~ balance of pa.;yments pc;sttion' is 

at. present ·the main,.fa~tor. making· for ex~sion; thti gt:-eat ,imPQrtance of this 

method;·i~ ·~obvious •. ,Two lim~t~~iona IJlllSt, howeve;, be borne in mind •. The. first 
. ' ' .... ·' . ' ' ~ ~ i . ' . . . 

is the time e.t.rwt!ch 1t::q~s been put into effect, which coinct.des with .a: 
\ •,. .. , • . t. . .! ;' • ' 

perlod of pre-~ar sno:t"tagef1. in the un1 ~Ei>d states and Europe· artd ·c~aequent~ 
• • ' .. • '. t .. • • . •• :·~ ' ~ • ~-· ~ ,. • .. • • ·• • • . '• "' '. 

with·•hish price~,. Pt"iot11iie~ ,, export lioenec;ts and other obStacles. The 

second is. the ract tha1; ;b.ile.tbe ~aSi~g of: import; restribti.ons has an .. 
• • .. 1- .- • ~ ' ~ •' • "" • 'f • • . . .' .r 

anti-inflationary effect from the potnt of' view of iri.cotne~ the '£:lame cannot ! 
·be eq.id of 1;ts. effep.1i. ~ ~t~?.a· an~~ ?~~ts,: .s1~_ce~ (a); 1ii>the ~~~tf,U ~g3fJ8flons; 
lit:tle }le1-ght ·.is .a.tte.qh~d to ~O<?ds a·ub;jeot' to . .-iDiprirt. prohibiti~s or/(lt,,: ::.n 
most .cases, the.ir pr:lces.have risen. by. ·ov~f'7'S -pef'• cent '(the ~:iffetien~e between 

the 4.85 and 8.65 r~te~ ·o~ ·~~chan.se) ,· i.E!::_ by -~oli"~~e than the: 29 per c·e~t 
rised.n the general index; and (c) :~·i~d.:s~tea prrc~s are ris:!tig. Further, 

/the re~a.xation 



. -, 

the :relaxat!pn of quantitative import restrictions has been la.r~ly offset 

by the tariff 1nerewses resulting :f'rom the termination of the .. Trade Agreement 

between,Me:xic~ and the tbited'statee. Tbe Agre~:nt, which.had been in 

force · ~inoe 1932, was denounced by 'both parties 1n the. middle of 1950. Aa 
, -., . ' . I " • 

provi<ied in the Agreement, the denunciatiOn became effective at the end ~:f' 1950. 

In view of the :f'avo~able situation with.rega;rd 't9 roreign demand, ~e~ican 
- . . ·, . . ' . 

e:xpOr.ta will pr~bably not be affected by the. denunce.ti~ of the Agreement~ . the 

The most e:rfeotive ant1~:1nflatiOl'lB.l7 measure nov aft\ilr.ble .18 perbaps/nsw 
' ... .. - '' · .•. ' ~ - . . . 

system of credit controls which were introduced towards the end of 1949 and were 

given fUll effect in January 1951. In ·April 1950 the Bank of Mexia~ issued,. 

circular 'ilo. 1108 bis 'to :alJ. depOe ;it banks jA: the': country. raisins. r.eaerye ' 

requirements to 100 per c$nt in' l-&s-pect of 8.ll'deposita over the level of 

Septemoer 1949. The circular., wov-id8'd, .· hOw-ever, that up. to 70 per . cent of the 

increase 1n depoSita might be used for ihveistments 1n public and private 

securities, and even for agricultural loans f'or ~ exceeding one yea:t.', 

and'that a Small percentage·mi'ght be treelJ:tnvested'by the bankS. In thia· 

connex1CJ'Ii; •it should be noted thSt lons;..term credit and investment also have 

an expansionist ef:fect on· 1nc0IIl6, since to the eitent that resources are 

directed towB:f.'ds investment, ·a. source· of inflationary pressure will continue 

to exist.· In January 1951: a ne¥ regUlation came into· force under whlch ·· 

the increase in batik· depc;s its was · a.J.mc{s't completely frozen~ · Deep! te ·the· 

restrictions n'Ow. in force' it is likely that the . demand :for credit by 

· industrial undertakings will continue · to grow to the- extent that operating 

costs continue to rise' thus requiring increasingly lai-se vorklng: oap1 tal;' 

1n additiOn credit will be required for the· expansion of undertakings and far 

securing supplies of raw materials 1n the present elll8t"gency situation. ·This 

will certainly lead to a gradual relaxation of present restrictions (which 

are already ne:xible as regB:f.'dB the importation of raw materials and mach:lneey-) .. 

Finally, emergency legislation promulgated in December 1950 save the 

executive authority power to intervene in the fixing of prices and the 

distribution of goods in order to alleviate the rise in the cost of living. 

Under this legislation, the prices of a number of essential articles, including 

milk, maize, flour, edible oils, soap etc. were :f'rozen in January 1951, and new 

distributive machinery (travelling markets, shops for public employees) was 

set up. Experience has shown that price fixing which is not accompanied by a 
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system of rationing leads .. to .the <n."~~t~Qn ~! 1Jlack ~ket~?• ,On. the other hand_, 

aey attempt to· ¢orrect the· @t'ioiencie~ of. the . dist;ibuM.on sy~tem fuvol~~s · 

comparatively long-term ~a~~fit sin?e it _presJJ.ppoaes importMt changes in the 

structure o:r prodt?.Otion, the system, o! tra:nsP?I"t ~(!. s~age, :1n the occupational 

distribution of the population etc. . For these reasons, efforts to lowe:r prices 
' . . ~ . ' 

by illiprove:menta :in the dis~ibution f:!lys~ are usually ineffective. Moreover, any 

attempt to influftllCe. distribution .and p,rice~ directly,- esP.,~ially by Ineans of·.· 

aubs1d1es~ .. ,tenae-~ . .eonver.t ~ativ.e ~f'lation_into lat~t inflation. ·;_phis··may 
t • • • 

be· desirable if effective measures ~ at _the same time taken to deal with the 

basic causes ·ot the, 1n:fla.tionarr situation. 
' . . 

': :,~: 

Probabl.6 effects of tlie hitern~t'ione.l. situation. on domestic develol!tf!lt. , . 

It was Pointed OU:t · &erlier· that ·the :principal. source of 1n:tl.attonary 
' . ' . ~ ' 

disturbance is external. It is therefor& ·desirable. to consider the probable effects 
.. t . ' 

of the present international' sitUation otl the immed,iate course of. !i,eveloJ?m&~ts 

and its tnrie.tionary· or ~non;..inflationary cha.racter. _It is_ in 't;he first plac,e 

certaiil that the foreif!tl delli8nd fOl" Mexican product~ wi~ continue to increase. 

It is ,e.le~ likely that·'the availe.bi:lity of ·capital goods and of raw materia~s 

req~ired for domestic ·indu~tt'ie.l production will be affected by. ~h~ mobilization 
; - .. ' '· . _, 

of the United States econOtQ,V for defence. Moreover, as was. noted in t11e . 

earlier section, '-the d.emahd for Mexican labour in the Ulited s~tes w:ill. 

certainly. continue ,.to i·iae and will help further' to itnprove the favourable 

balance of payments. In special'· oa.Ses it will result in labou.r shortage~. 
' . 

The present international· situation may to some extent lessen the possibility 

of obtaining foreigp. loans, which ·would, however; .be of lese v~l~e than 

previously if the difficulties regarding the. 1mporte.tiop of 89,Uipme~t are 17ot 
" . . 

redl;tced. 

/s~ 
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~.rhe . princiPal. ecooomic 'event iri.· Mexico during ·~e period between l947 

and the middle o't 1950 ·was th$ termin'ation of ,the 1nfla.t'1ona;ry process. which 

had lasted for more then tan years. At· the aame time, the industi'ial and . 

agricultural develop,ment achieved. during the ten ·year period was 1n large 

mee.sure oonaolidB.teCl~ In other WOtds, the rate of growth of 1n0ney income 

was adjusted to the rate of growth of the· real'· production of goods and services. 

The liquidation of tnnat10c. ws brought about, on the One hand, by ta.ctora which 

tended to stabilize monetary' income and.; on the other,. by a cottsidet-e.ble 1ncrea.ae 

in real income largely resulting tram inves'tment& Iliade· dUring the· years. of 

infla.tion. 

The stabilization of money income occurred when the factors ·that bad 

Mused. its rapid expansion dUrlns the ·ten ·preceding rears ceased· to operate. 

Two of these factors 8.rose r:rom the need to raise. the rate. of capital 

formation above the rate of popule:.tim· iricrea.Se. ·They were . de:fictt•finenced · 

public investment end 'en excess' of investment!! aVer sav1ngs {ex-ante) ·in the ' 

private sector. During the war· the' verfy favoUra.ble balance· of' pe.Jllleilte was 

a further factor. 

The expanaicnist effect of the balance of pe,yments was the, first·. 

to d1se.ppear when the balance of payments position changed in 1946,.-leadin.g 

to the devaluation of ·the Hexioen peso between July 1948 and JUne 1949. The 

fifte~n percent· ad valor~ surtax' 6n ezper'ts also operated aa a factor neutralizil 

expan~ion of extern8J. origin. 

Domestic inflationary factc:Ts also disappeared when the equilibriwn. 

between savings and investment was restored in both the government and the 

private sectors. This occUl·red in the government sector as a result of the 

policy of budget surpluses, established in 1948 and carried out in 1949 and 

1950; in the private sector it was brought about by credit restrictions, by 

fiscal measures encouraging the reinvestment of profits and by the reduction 

of the consumption of imported goods obtained by direct restrictions and as 

a result of devaluation. 

/J:nthe 
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In the elimination or inflation, the increases in agricultural end 

:l.nd.ustrial prod\'lction an~ the Pl"9sress made in the transportation and 

distribution of' goods were ·perhaps .. more important than the neuv~lization of 

the factors making· for .monetary expansion. 
. t • 

Until m1d•l950, Mexico seemed to nave reached a stage wher~ it 

could maintain the rf\te of development of the previous 15 y.ears _without runn.ing 

the risk of' inflation of domestic ox-igin. 

HbWever;, .pince the middle ot 1950 the Mexican econOII:cy' has been subject 

to new inflationary dist~bances · of ex:te;r7;1al origin as a result of events in 

Korea. The favourable ba1ance on ourrent transactions witP foreign countries 
' ' . 

has considerably increased and 1n addition there haa been a substantial influx 

of short-term capi-tal. . , 

In order to meet the: new inf).ation.ary s1t11ation, efi'~rts are being 

made to offset the effect. of th~ increase. ~-~ec~ipts of foreign exchange 

by means of budget surpluses;· the aJ.moat complete .f.reezing of credit and direct 
~ . . . : . ·- ,. ·,' 

measures to ,'control prices and distribution. Since this new inflationary 
• - • " ' • • \ ~ • ' c 

situation ia of e:x:~rnal origin, it must be emphasized that the Mexican econo~'s 

ability to resist inflation and ita prospects for econOmic development will 
; . ) 

be oondit1on~d by: (a) the availability ot impqrts and the t~enda of_import 

prices; (b) the extent to which productive re~ources are diverted to exports; . . ' ._ ..... 
(c) the extent to which. the emisration of labouret:~·,to work abroad and t~e 

resulting receipts of foreign exchE~nge influence re~l :national Pfoducti~n 

and the purchasing power of the population; (d.) the possibilitj of importing 

equipment. 



APPENDIX •l· 
·~ '·' · ' . JtGHICULTtiRAL 'PRODUCTION 

E/Cffl•l~/?17 /Aqd.8 
Page 31 · , 

~!9nal Incawe and Asricultural Income 
~ ' .' - ' 0 ' .i... ~ X ' 0 < • + . ' 

According to the figures of the Banco de :Mexico S.A., the national 

income in 1948 vas 22,800 million pesos of which 20 per cent or 4;56o million, 
• ' • ' ' )" • -- • ' • ~ j < • : 

w_as income derived from agriculture 1 s1;ockra::lsing, fishing and forestry. 

Agr.icultur~ 's share has thus increased; since in 1938 ·according to the eetimates 
\ • ' • -· • ' ... <. •• • •• • -~ ' { ~ • • 

of the Directorate-Gener.ai ot 3tatistice,it was only 17 per cent ·ar an income 

of 5,323 m1Uione 1 i. e. 910 million pesos. While th~ nht:io~l income 'increased 
; . .- . ~ t / ' . ~ : . ! l • J ' -· : ! ..• 

4.8 tim~s during a ten-year period, agricultural income increased 5. 7: :Umes. 
.. • • • • ~ . . ' • • • l - ·- • • • • 4 ' 

. PoE!!.3:ation "E3nGas.ed ;f,y agriculture -in J'ale.tion, to, )he total gainfulJ.z eini>~oyed. 

J?2pUlation ·. ,, 
' . 

The 1940 census showed that approximately 65 per oent c;,f~ t.he. gainfully 

employed· ·populatlf.on was enga~¢ il;l agriculture, , stockra~si~, ~o~estry, hunting 

and fishing. The estimates available for 1950 indicate that during ~he-last 

ten years the p!;"oportion of the. g"infully_ employe.<J, po~la~ion engaged in 

agr1:cult\lr,e: and .similar .activit~ee: ~ecl1ned. 7 to ~tween. 5~ and 60 per cent~ l/ 

· .;. It -is ev1dent:~that· the inc~ea.~e. :bl t~e,.populatio~ e~gagesl. in ind:ustry 

and .. llerv~cfi)s has been :gr_incipally .:achieved by the displacement of the 
•• . " . . . ' t . ' 

agricultural populat~on. Thie indicates. _that the policy of.. industrial . . . , . . . 
development is be.gim:ling to, have an effect And that .. the coun.tr:r•s economy :ts 

. . ' . i • '·• ' • . • . , ~. . . ' ~ ' 

decisively embarked on the procees of transition tawe.rds a more advanc.ed . ' 

structtll"e • · 

·On the. basis of :E!~Pir-1oal' information and o;t: :general observa.ti?ns 1 an 

approximate: 'idea can':be· obt~ined of. the proo:esa by means ,!Jf which industry .. 

absorbs the additional labour. 
·- -~e shi]t't ot .t~e ~gr.iC,Ult;Uit~ .. population to. other activities may be due . . . ~ ' . .. . ' ... "' . . 

to the following cauees~ · . : .· 'I: • . . 

(a) Changes ~e to the .inc:rease in sw of the rural family in relation to the 
' < ~ ' •- ...... I 

economy of the farming unit. 
• (b) ·' The '·· 

1/ The i:>rev:loi.ts estinlates are ba~d on· the study of urban ~h a.nd' dn the 

· expansion of ;certain· activities 'dtiring the p:iriod under ·review" . 
. .. 

' ' t . . . ' 
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{b) The attraction of urban centres~ 

t •· ' 

(c) Seasonal migrations to other areas of EJ.srioultural employment, resulting in 
' . . ... :··:. 

changes in employment. 
1 .• "'· ' .• 

{d) The establishment of industrial enterPl.";f;Qes' in t"llral·. arae.S • · 

(e) .1 Increaeed·:demarl,a. for do=.cstic~ e-erviceei.in' urban centres~·· 
(f). Attt:"action o~ the Unitee. S~e.tee; of: Ama'rica. 

. ., 'i ·• 

As the· trans it ion from agricUlture to· industry is due to causes which· . . . 
a.ct s1.m.ultaneously', the. fore'go'ing ola.as1fication naturally 'cannot be applied·· 

in a hard and f'ast 'manner. 1. . ~ · ·' ' ~ •• 

As the .rural familY increases in size/.the P'robl.em o1' consiunption and 
the utilization. of. the additional le.boUr can be· eolved :tz1· the follOwing ways: 

· (a) Bed"t,iotion.of. the per capita. cone~ion of the members of the faznily. 

(b) ApPiicatio~ of the· ~v~ilable labotU- ·t~ the intensive 'farming. of the.,~:·: • 

agricultural unit_. .. , .. 

· . {c) ·· E~plo;ym~~t· of tll.e s~~plue. mem~r~ !lf ~ rural t'{m.ily in other . 
• '. 1'. . •' I '· ' ' ' ' 

aoti'~itiee. . ; . ~ 

The first .two solutiqns are char~cteristic of an under-developed . 

econ,.omy, where a(¢i,culture is. gf. the s.u~siste.nce type., .:Both. lead inevitably 
' . . . ' '• ~· .· ' . ' . ' 

to a high deneity of pqpu.l.ation, with .11t1;lg qe.pital and inteneive methode 

of agriculture.. lbe smaU size of the asri?'ultural unit (mini:t'undio). amot1g 

farmers w~th a low income 1 the shortage ,and ll,igb coot of .credit- and the rapid ' ' 

growth of population, charactt;~.;ristic of th~e et;~otQ1." of: tha economy, h4)'1P to 

aggravate the e~~uation. 
: ' \. 

The third solution is possible only in an econo~ in the pr~es£ of 

developnent 1 in which the rate .. of ca.p;f.tal,fomation .is greater than that of 
~ . . : . . ' ~. ' . ' - ' ' ~ 

population growtb,. making it .pos.s;f.ble 4or the. eur~us ~bere of ~the rural . ·,. . . ' .. " . "" 

family to obtain other types at employment. _ . --· a~u 

.. , Cle~11, .. ~pe e~ect, of the f~eto~s .~i, (l$1l0e,.To.phie'. attraction makes/felt 
only as the increase in size of the rural family helps to ~orse.n the ratio, 

between the available res9UTaes of _the farming unit and the number of people · 
• '. J I : : ' • ,,I ' ' • ' < 

living on it. 

Tbe demand for agricultural workers in the United States also 

contributes towards the geogra~ical and occupational displac~ment of the 
' \ . -' ' 

popula~ion.. The annual aver.age. movement of l.J:l'tloure.r~ to the -United States ~s 
over 1001 000 in 194'4 and 1945;· .Of this number~ ~ouslly 50 per cent were 

/employed 
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employed· in agricU:ltu.r-'e r . ~ the' remainder···in industrial Work·. ·After the:: war 
the number' of l~bbtire,;.s le'gany admitted to the Unit~·d; States. ·g.f:-e.dually .......... 
decline:d. and ~~e_~hed. a r.irl.nimuin :of 20, '700 in 1949.,. In the period Auguet 1949 · . 

t~ August 1950, emigration again increased and. reached a total of 129,000, thus 

exceeding\the average far the'we.r years~· 

. The sharp 'incfease .Irt e~plbYment ·in the United. States· due to 

re-armament· will undo~biedly etiedurage. eirlgrat1on to that country • A hiSh 
; " , . . •• I ,. ' . . , . , . • , , ' ,~ • , 

level of emigrtit.tio:rf of'thie kind' can be· utilized to re:lieve 'the preesure of 
. ' . " ' -

population on resources in cert:ain:'·areae'; and to facilitate the country's 

.econ'bniio··d.evelo};lme'ut genei-alti-1'· bUt: ·~'coUld also cause serious dislocation if 

it is carried out preci]iitat~l.y and without a:· prdgreum'Jie. Bdjusted to genere.l 

development polic'y. · · 

The mag:hi tude of thE;· changes in the structure of emPloyment can be 

appreciated by studying the dis:Pl~ceine:nt of the population during recent years. 
L. ' ' 

Demggraphi~ cp.anges and :th;eir effects. on ecpnomic develo:e;ent. 
• I ' ' • ! ' ' • ..- . 'I • '~- ~ ~'. - . • 

Traditionally 1 the population of Mexico. hae been concentrated in the 
.. '_ . . - ~ . . ,•·. . . -. :' 

Central Zone of the country, yhile the population density in the ];J3r;l.pheral. 

areas (the coast and the bor.ders )· h.B.s ~~n very lo'W' • The unfaVOI,lrable·. 

environme~tal conditions inthe p9ripher~ areas (the unhealthy cli~te of<the 
• • ' ' ' • > • .~ ' • 

coastal regions, the.e.ridity of'.the .no~hern frontier area, f!l;ld.their relative 
,, ' • ,. I. ,.,. . 

inaccessibility) made it d.;t:fficult to bring their potential resources into 
• ' • • •• _ • ) • • ~ .. • ·.$., -t• ;' 1,: . • • . ' ~. • . ' 

productive activity. . . , ,.r. 'f.- , • 

Tl;le recep,t developnent of the economy has changed this situation, 
accentuating the. attract~on ~ tlle., :J,ndustrial and urb{m centres (and to an . :. 

ov,erwhel,m.1.ng .. degr~~,. .ot the Fede~al:District} and the. ~~ft of ·the ·po~ation of 

central .Me~ico towards tlt,&~ agricultural areas ,develoJX:'d.in the north. 

In the first half of tlie{Century, the shift of population has been etrikins and 
' demonstrates the extent of the agricultural and industrial transformation 

already achieved by the Mexican economy. 

·; According'·to ·resear'ch. ~ied out by ~he United· Nations Economi'c 

Commission for Latin' America, the four principal regions of demographic 

pressure·- the Central Zone (with the exception of the 7 ]l!."ineipal citios in 

the zone), the State of Oaxaca, the States of Yucatan and Campeche, and the 

Southern Tert~ory of Lower California -- accounted for 61 per cent of the total 

/popu.l'ation 
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population:-~~>f M•x~ao~ -in 1900,· ~d; by ~$150,,:tJlis;.;i~~ ~ dropp;3d .to 45 per .ee~t. 

In contrast,_ th,a t~ee ,_pp_incipa.l teg~onp_ ot~ d~mo~raph:J.c. attraction.:""- th~. 

frontier areas in the north, the seven p.rincipe.l citiep o~ the, ce~re ,(including 

Mexico City) a]l.'d the. te~itory of Qui:Q.ta.JJ,a.. Roo ...... vhjch togr;tt~r accounted for . 
.. • "' ... • • l~ '. • ' ' .. • • ' : ,. ' ' ' . ~ f 

barely 17 per cent of the total population ,4 1900, ro•.rose _to .30 P'r .c~nt. in , . . ,_ '" . 

1950, The ab13olute f:J,gures are eqw.al~ ~igni:f'icant = while the fq:ur ~migration 

zones ro;;;,· from.8 •. 3·miU1.ons·to 11,6-m..:J.llipns during tbe );\alf .century, the. t4re~., 
• ' .... ' '\ - j, -, - ; • ' • ' ' ' ,'... • - - f ;.,... ~ ~ .- • 

immigration zone ~I ro$e :f'r01'nl2.3. millions to 7. 8 millions d\li'ing the saroo perioQ._. · 
--~ . ~ .· . , .. - ' ...... ,, ... 

The rem.aindel' of the -~t~pna;L t~trri:t~ry doub~d its, populatipn _during thi_s . , 

period, rising· from 3.0 millions t.o.-.. 6 .• 1 million$-, but remained a~ .. ~:~,p:proxinJ&tely 

the same :re-lative J.eve;L ... 22 .~r.-- eent .J,n 1900 a.nd 24 Jer c~nt .. .in 1950,, 

This displacement reflects both an absorption of rur~;L P?pulation by 

industry and services -and a t:ranef~r ~:1~ agriQulture-: iteelf, from t~ regions 

of trad:J,tional .sconomy t~ t;be·.~w ir:r;-ige.ted 1'(3g:tons1 , _for:.the most' J>a.r.t locate?­

in the north of the national territory. 
: < • ''" ' • ' ' •• ,. • ' '· " ·7 >;' ' •• ~ '· ::· • ,. l 

. The changes ·in ~-Gilpational df"st!Yib'ilti6:n: -- wiiich · dul"ing tli~-'fift;r- · · 
•. , .. ~ ~- • • .. '::.' ·: • • ,; ' ; ·-. " <" • - ~ -\ ...... • • -: • • -. ~- • " _. • .. _. • ' ' 

year period are not.so spec~acular a~ the geograPhical shift-- have been 
. ··_ , ' . -~ ~ ·. . . . " : ' : . ; -. ' . ! . ; - ' - ' f ' ' . 

greatly accelerated i~ the last ten years. On the basis of the populatbn 
-. _,, ' '. t''' .:•._ ._·'. .* _-:- '. -~· • ' . . . . ''. . . : _; ,\ 

increase in the three principal urban centres, and assuming that elsewhere in 

the c'~try the non-e.~ibultural. population has. ihcreas~d at half' thi~ ~ate, -~~. 
that the rati~· ~f employ~d to total p~pulation ha~ n~t chlmged in "!;he la~t · 

. ~-0 ' .. -:· :- : 0

1 -'-.', "''· • ' :_ -, : -_ - •• 'i~·;· .··... . • .,.,"'i~ 

decade, it can be estimated that the population e!lgaged in agriculture now . 

represents only 55 to 60 per cent of the total population (65 Per oent in 194o), 
·:.. . ' t : . ; . ._ ' • ' :; ~ . ._-· ' • ' ' • . :"-; \': ;; .. _ 

while the populatJon engaged in SJ9con~ary and .tertiary activities is between 40 
• ~ . ·• \ ' .• . - j- -,- . i • • - . . '.' :.; . . .. _· • 

and 45.~r cent ~~5 per c~nt in 1940). In absolut~ terms, this means tha~ 
• •• -~ ,. •. -" ., . ' ~(·, :.t •• _'{ .... ·····"'~····.' ~· ~·· 

agriculture_ now employ-s from 4.2 to 4.5.miJ+ion people, as against 3.8 m.:lliions 
in 1940, ~ile: ~her~· activitie~. e~ploy ;;~m' 3~{ .to" 3.4 ;milri~ns, a~ .again~t· .. 

' , . . ' ··: . , ., ., - . ' - . '·. ' . . . ' ' . 
two millions ten years. ago_. 

' ' . \. ' ~ ... 
,i { ': ~I 

/ 

Areas harvested 

· Accor,ding 1i9 ·the s'tatis~ic~. of :th~ Dil"(j.q'tQl!ate or Rural- -EconontY", ·the 

area herves.te.d Tose ~teadily during· the :peried l~tJ.-1950, This increase .. vas · 

''' -~~ 

. i' . . ~ 'i .... 
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due to the ploughing up of newly-cleared eland,. the expansion of the area under 

irrigation and the: .giee.ter volume. of · cre.~it.,: ·Figures, for the . JU"eas harvested 

are giyep. p.E!low: · 

Years · ' · ·· Hect·ares '.,... ....,_ Index 

1948 \ 
1.7,131,615 100 

' . 7 5lh 295 105 
' ' .· 1950 '; . -8 ,128, 829 ll3 

. · It is e&t'inia.ted that .the pro$a.IlliX2 of ir_rigation works .carried out 

in 1948 increased ·the cultivable. area/approxi~~e.lY, 93':,000 hectares of new land., 

and ilnproved 43 1 000 hectares. · <H-f.en the total-incr.ea.se in area1 i~ can be 

estimated, that appre!lximately 3001 QOO hectares of ~ seasonal lands 'W'ere made 

availabl~·ror cultivation. The utilization of these lands was made-possible 

by the" construction··of roads and. the availability .Of loans for finaneing the 
.. , . . . . 

clear~ng of the 18llds and the· current expenses of cultivation. 
· \ ··::The l~s inad.e available for cultivat-ion .tn 1949·50 exceeded those 

made available in the previous year by 4001 000 hectares. Of these, 541000 

( 1_3 !JSr cent) have been irrigated· by·· means -~'wells 1 .. chain p.ullJll~ ai¥i . small 

1rrtg~tion works; ii62,000 (25 per cent) have- been clearea, colonized and 

'P.rePe.red for.ctiltivation; 971 000 (24 per c.ent) ha.ve be.~n l?r~)lght un~er . 

·~,_ativatio~ by private individuals. and ir:r.igl;tted by-_mea~ o~ -artesian :wells~­
~471000 (37 per'cerit.) are· seasonal lands.· 

During the same per16d, 1949 to 19501 the total are~ ~er .cultivation 

exceeded 8 million hectares. In the ·case of. irrigated ;land alone, 90,,81;3 .hect~res 

more were· brought· under clll.tivatibn than in the previous y,ar. 

Volume of Wicultural ![oduction . . , . 

W~ile the' are~ h~est~d 'shoWS a constant ~pward trend,· the Volume of .. 
agricultural production :f.'luctuates annually. due to the influence of factors over 

which there is no control~ ·' · '· 

The general index of the volume of agricultural production compiled 
.... ·• • • •••• # 1. 

:. .,., . . i ' . . . ., •. ,, .• / . ;' 

by tne Economic :B~ometera Seotlon··of the se.cr&ta:rdat o-r ;the Na:t1ollal Economy 
(See ·±'~bl~ • No~ 'f) snows that during 'the last three 'years the .pbyslcal yo~ume 

' . . . . .. . .. ,.:' . 

~f ·j:>roductiol'l l'las ''ri'sen steadily •. : This ·is !d~, .however 1 to the _fact $h~t the . 
" •, .• )c 

increaSed v6J.tllli6 "ot 1bduetr:!:al and :fruit .. crops ;is rJnlt'ticientJ.y: large to 

conceal the ·decrease in food crops· whiah cwcurr.ed· in 1949. Whilf3 according to 

the inde'X i~ustriaJ. crops rose 'l.:J. .. points ~&tl:d -fruit; ·3 points from 1948 to 19491 
food crops fell 6 points •. /Table No. 1 
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Mexico: 

Ylll.ARS GEJ:,1EB.AL 

1929 124.7 
194o 118.5 
194l 141.6 
1942 

·~ 

152~·7 

1943 145.7 
1944 157.5 ,. 

1945 '153~5 

1946 '159~2 

1947 i68~4 
1948 185.2 • 

1949 !I 192.8 

.. 

. '' . ~ ... { '! 
··Tablet 'No.; f .. J ;t :· 

·~ex of :'folum.e g,t · A£:iCul.tl.ttn :Production · 
Base: 19'29 = 100 ' 

Food crops I~flS~J;ial ~~~* 
127.00 117.4 156.6 
116.28 ·' 123.4 141,5 
139.21 156.o 147,0 

·,' 155.33 175.4 154~3 
. ·128~35 ··•..;"'' : 188.3 ·J.62;8 

•' ' .'' 150·~81 ·~ 
'181~4" 167.9 ,. 

147.17 167.·1 176•0 
152.34 177.6 188.3 
164.15' ·18i.o 192.4 

'183.67 ' '' ' ~ . 194~T· ' 
'' 

199~2 

177i.l3' ., '' 
.,. . 205·.;lt- 203,3 

!/ Trend by least squares · .. · · · ·: · 

SOUBCE:··· ~cnte.rie.t cit 'bbb. !fe.tional Ea~ ,. 

t •.. " ' ' 

~8ftMe 
92'!6 
91.7 
96.3 
95.2 

lo4.~r 

108.6 
u~_,o· 

ll3.4 
113.1 ''" 

·u9\0.~ .. 

122.2 

'!be 'volume' of' production of the folloWing crops ·incr-eased subata'ntitil.ly" 

in 1948 in relation;to~ the P:revious year·: pineapple 4 per cent,· rice l11 per cent, 

wheat 18 :per cent,· beahs 1'8 )ter· cent, llug'ar cane 16 per cent, cott.on l3 :per cent., 

m.aize 13 per cent, chickpeas 7 per cent, >and henequen '5 per cent. 

'In 194!t there were lncn:"eaees ··over the previous year in the volume of the 

fillow1~ crops: ·. cottoiF8:f :Per cent, rice 13 per cent, coffee: 11 :per "Cent;· . · 

peanutS 9 per Cent 1 . SU.g~ Cane. 5 per Cent ·and linseed lj, per· Cant, In ·the S&me ' 

year 1 there was a decrease of approximately 10 per. c.~p,t 1n ,maize a¢ bel!!J'l8 1 

4 per, cent 1n eeeatne, 5 .. pe:r cent i~ tobacco and 5 per' .cent in pi~~pple ~·· : · · ·· 
' . ' .,. '• 

In 1950 there .were ·1ncre~eee ~n the vo~ .of production Qf, c.Q'tfton,,, 
' .,., • f'. 

c:offee 1 maize 1 wheat and beans. (See Table No, 3). · .. ~ .• ·;. ., f 

flgr1cultu:ra1· prib~. , · · . · ., · · · 
· · ·· 'tti· rece;nt· tears there has 'been e. 8enere.J.· upwrd tPend 1n the· prices 

<)f airi?ulture.l products.··· (See Tabie· ·No•· 4) · • · In the case of· industrial croP& 
and' fruits', the rise has· been' steadier than in the oase· o:t· food crops. Industrial 

crops have foli~~d·'tlie fluctuations~ of prices ;on, the VorldJme.rket, while· food 

crop~, as' ao'resuit ·:targe~ ot ·tile lO'W elasticitt' Of• demand for foodstuffs, react 

to the increases or contte~tiotu:r' o:f' ;domeett(f prOduct':I.Ori~··· ··.. . /In.l948 · 
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In 1948, as a result of the increase in agricultural production, the 

whole~ale prices of the main food c:~;ops for d:r::estic consumption levelled off 

and in some caa;;.s fell., In 1949 the prices of the 11grains" group fell an average 

of 5 per cent ae compP.~~,3d w:.~h 1948; the prices of maize and beans fell 6 and 

17 per cent re::pctiveJ.y, · 

The L:.ll in prices in the United States in 1949 partially offset the 

incentive to an increased volume of exports given by devaluation. According to 

the report of the Secretariat of the National Econom;r, the value of dollar sales 

of the 16 most important agricultural products rose by 3l.per cent in relation 

to 1948, 'but the· rise '\>11.1~ due to increased exports of cotton and coffee, the 

dollar value of which rose by 127 and 58 per cent respectively; the veJ.ue of 

f!alea of the remaining 14 articles declined 31 :rar .cent, while the volume 
: 5 

exported was i2 per cent less. 

Coffee e:xpo~s rose from 31,200 tons in 1948 to 49,000 tons in 1949, 

and in the pe.'riod January - September 1950 a;Lop.~ tpe volume exceeded that for 

the whole· of ·191~8. There was also a s.ubstantial increase in cotton exports 

which rose from. 48,000 tons in 1$148 ~a 122,.500 tons in 1949 and 170,000 in 

1950·, · In· the case of cotton, the rise in price~:: has for-tunately coincided 'Vrith 

substantial increases ~n l<lexican production, thus fu::.:-~illing the hor;es of those 

farmers who have rece"Q.tly turned to this crop. . In cho cttse of coffee, however 1 . . 
total. product :ton has tended to decline in sp'ite c·f ·;;J:..J sJ.i;ht in_crease in the 

area under qultivation and the rise in pr:LcCG 0~ t.J:.e 'Tor:d market. 

/Table No. 2 



Table No. 2. 

Mexico:< Agricultural ITod~c'ticii:J. ~:r .. ·the ·Hexice~ R~jm.b1ic during 

· · the r.eriod i948 - 1950· •. 

1248 12 1~2 1.250 
Annual Crops · Areaccutiveted Production Area cultivated • ·Production Area cultivated ...... ~·:···· . 

in hectares Tons 

Maize 3,721,770 2,831,931-
'Beans 788;109 209,629 

W.heat 576,950 477,15'6 

Cotton 4o4,678' - . r/'r'l 119,ooo 

BarleY,: 202,414 149,000 

Sugar .cane 173,496 9,558,810 : 
Chickp9as . ·'143,866 ·. 110,643 · .. 

Sesame . 139,399 72,850 
Henequen 138,711 122,857 
Coffee 135,5hl .53,165 

·Note: ~ . P.rel;i.:u'i_ua:ey est.ima:te .. 

Source· co • . 
;a-
~ 
r­
M 

~ 
C\J~ 
r-i . :z; [) 
~i 
~Pi 

Directorate of Rural Economy. 

in hectares ~ in hectares 

3 7r'2 904 
' l / ' ~ 2,E'59,928 4,071,800 

.. 885,522 . .. 231,122. 930,000 

534,868 503,21~4 69o,ooo 
548,786 ·· 207 5GQ 

' ' ... . 
630,000 

215,000 160,000 230,000 

201,~78 10,431,567 200,000 

133Jf6ll 96,995 120,000 

146 '?04 
' -_.1 -· ..... . 89,969 160,000 

139,753 104,056 141,000 

144,'"(21 59·,027 145,000 

/Table No:• 3 

:Production 

Tons~ 

3,130,000 
250,000 

587,300 

234,370 

168,000 

9,000,000 

84,ooo 

80,000 

ns,ooo 
60,000 
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~able No •. J_. 

Mexico: Vol-u.-rne of Princ,iEal;.j\.gricu!B-1!..;;!.1. Products for ·Export 

;b949 - 192Q 

Frnduots Thousands of Tons ' Thousanae of Tons 
--:J24cr--~- ----:r0)0 

Cotton . . 1 -~- . .. -~_....~Ji: 
122.5 1'!'),, 

Coffee 49.0 43.3 
Henequen 43.8 ~,..s. 5 
Raw Sur.;ar 94.6 1:2,0 
Rice 41.2 2L~.3 

Henequen :Products 24.0 ·21,2 
Tomatoes 102.8 88,5 
Refined sugar 43.8 19.5 

a/ Volume fnr 1950 ie eetimated 

§ource: Directorate of Rural·Econor~. 

Table No. 4 

Index of T!2:J.c_e.s of af3!icu~1:....E!"oduction. 
Base: 1929 : 100 

Yean~ · Gene1·al -- ,Food crops Indu:::tria.l.-9£_oEs Fruit Crops 

1939 128.0 136.4 .. ,128.6 105.6 

1940 123.5 131.0 .. 119.2 109 .. 8 

1941 ·130. 7 130.9 '126.2 115.3 

1942 151.7 147.6 . 172.1 146~6 

1943 207.4 209.7 215.7 209.1 

1941t '255.5 273.8 237.4 ,257.1 
1945 ' 285.8 305.3 : 256.2 ~2.8.8 .•· 

1946 333.0 347.5 299.5 395.6 
1947 367.6 379.9 350.9 412.3 

. ' 
1948 353.3 349.5 36i+.l 428.2 

1949 ~ ho6.9 409.2 389.7 484.9 

1950 

!!:.1 Least squares 

Source: Secretariat of the Natione.l Economy. 

~ 

Forra~e 
crop~ 

80.9 

94.0 

96.2 

103.1 

147.1 

166.5 

232.6 

254.3 

262.9 

272·.4 

307.8 

/Diversification 
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Diversification of oroE~ 

The general index of the·volume of agricultural production, compUed 

by tbe Eccncmio Bo.rotnetore Office 1 shows tbflt· production 1'>'1Be to 193 in 

the year 19119 (ba.ee year 192S·); mainly as a reeU:1t of the increase in industrial 

crops (2</5) end fruits (203), and to a lesser degree, 1u food crops (177). The 

ino.ex 11lso shows that tl1e tendency :Jf fruit and industrial crops to rise 

relat1.ve to food crops, baa been constant duriTIS the last ten yenrs. The 

releti ve decline in the production of foodstuffs 1s the more important in viel'l 

of the fact that the heaviest 1noreaaes in the indices of food production occur 

in the ease of export products (tomatoes: 3J6; rice, 226, cbiekpeea 179) . 
• This indicates that the proportion of resources used for the production of 

foodstuffs for domestic consumption is declining, in spite of the feet that 

the areas ave.ileble for euch crops h~ve been extended. 

YeA.r 

1939 

1940 

1941 

1942 

1943 

1,44 

1945 

1946 

1$47 

1948 

1949 ~/ 

Source: 

Table No . ..2 
!1~~ Index of the value £f_Agrteultura.l Production 

Base 1929 = 1:') .J 

Gen~ Food Cro]E!_ J.Ei~.§trif!l c~,as !nli t CrgE!!_ 

159.7 173.19 150.9 .165.4 

146.4 152.28 14 7.1 155.4 

l85.o 193.35 196.7 •t69.5 

238.5 22?.27 301.9 226.1. 

302.3 269.19 . 4o6.2 338.9 
402.4 412.92 43o.6 431.6 

439.0 446.22 42FI.i 578.7 

530.3 529.40 531.9 744.9 

69lt .2 627.40 635.2 793.3 
654.2 641.91 7o8S 853.0 
7\.11.4 7~·n.48 74}f.i) 942.7 

Secreteri8.t :>f tbe National 'E:c onomy 

~/ Least squares 

Forrase cro12s 
74.9 

86.2. 

92.7 

98.2 
154.1 

t8o .. !J 
266 .. 6 
2AA-.3 
2G7.5 
32~.9 

361.9 

/Table No. 6 
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Mexico: Ve1ue ·or···Me·xieen···:ASrieu~t~~.,.·Pl'6dU'ln'1'on 'l:ri'the-~Pert•oa' l9li·8 "·1950~ ·, · 

Annu~l· C~p~·.' ··:;. '· ··)~9118 ::_: > ... '' .• , ' ,,: r94'~'-'" ., .; ~:1·;:~--·:' 1950. ·~- •.... 

l'.!"'·.·.·;·, -~ ~a·i~.:.~~~u!:!ua,~io~- ·.~"- Val~1~;~~~:.o~-,, .. ~~~e.· ~f.;~~;!-t;i:. ·f , 

l. 

2. 

3· 
ll. 

5. 
6. 

7. 
8. 
Q. 

~ . ~-' .. \ .· .. Mah'e '·.'· 

Beaoe ', 

Wheat 

Cotton 
Bariey ,.·. !,· · 

t. 'h '. ~' . ::144 '193 ;993 -~ . ; .. 

•; 21:~,056~209'· . 

Sugar: ce.na-' 
Chickpeas 

Sesame 

Henequen··· .. , 

: 387,t.81 ;54•} 
· . .-.• , .. 38·~683·,661' - ' 

1,oo2~o5o,o6tr· .. -•.l,o8o,ooo~oco. '<,·· ·~ 

',' ·159, 11,,8:31-· '.• ! . ; li8t750,000' 

237 '~7 '895 -~. <,· ; '=p,. . :. 352-., 380' ()00 

-· -~8214';589·,386 _, ·:_ .. ·.: · · :l,,019;ooo,ooo- .... ' .. 

48,ooo;ooo · , .. ·· :" · ~8:,.6oo,ooo· ,.. 

289,199·,614 · ·· . 252~ooo,ooe. ·:. 

48,847,489 ~. 43,68o.,ooo, 

~,4ol. 1 582 < 65,6o0,000 

118~206~319 ··; 135,7.00.000 

10. Coffee· •' l 

,. 254 '793 ,303 

48,676,076 

74 ,o48, 3~9 ·· 

135 ,543;729 ... 

114 ;051',000 ',' 152,922,000 ·210 ,000 100Q-:.· 

Souroe: Directorate ot RureJ. tconom;r 

r::l 
"· . 

Eet :lma.tee 
. .. \ . ~ 

-'· r• 

'· 
.. 

A substantial -pro'Portioo of the.lt'J.ncle where· the risks of cult1v1tton 
I 

are less are used for· industrial er<>ps for domeatte consumptioo and for/export,· · . 

and for the ·-p·roo.uction of foodstuffs for export, while the production· of · · , ... 
foodstuffs for doineet1c consumption ie still dependent on land where the ·risks ~ · · 

are cotisfderalale 'owing to' the uncertainties o·f tbe cl-imate. The reduction· of 

natural rfeks by means of irrigation' pest control, ·mechanization ete. re,qu1rea ~' 

considerable '1nvee'tiilent·, but· makee· it possible ·to introduce oolliiDeroial farmbJ.g. '· 

As ioveetmente 'in ·agrtcult~ increa.ae and ·the tit1li'z:ltton 0f works carried: Qut~< ·:·' ., 

by the GovertbDent reduce 'tb·e··riekei end~ provide •easie~ acice'Bs to markets;: tbe•' ;. . 

sene i ti vi ty"'of ;'fermtng td ·prices and ·creme.n<l' lrl'eree:ee·a·~ >At the same·· tlme·,·tt te · 

possible t'O adnfeV'e lncree.ees ·in produc't·ivttyper mtitf empiO"yecl~\arnl'''reduettons 

iD the labour force. 

Self-sufficiency in foodstuffs bas alweye been an ideal of.M.exi~t'!D· 

agricu'ltural polioy. · Ite·''df'Jeirabilit-y' :I: a· wqueel'tt-tmed /'but in ;Prft.etioe · 

tho oountry ae&int!v'to'·m~vtf steadily 'fartne~ aWay- from ·it·:~~ Tbt:e· pro'blem D!er~tra 

examination in rele."tt6'n''to.-,tlilil ·recent ·dt!velo-ptfent·•:<:rr-::tbe:ecoltomy- and w!ll Serve· 

as a basis for di~cueeion ._ot"tJle ... oond,.i Uons und~.x:o whtqb ,:t;;b~ ,fu~.u.re expan~iQ11·of 
' • ' • o\. ~. • . c ~·· ' ••• ~·~r- . ; ·' ' ··, : . . ' ' . ' 

agriculture muat"'be•'·carried ·out; ;~ -.·~ , .. r· :-:·,· ' ·, ·:. · ;> • , ·• 

.. ::.. ';' ; ' .. ~. 
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i ., ,'"\•'!' T' ,'..f., •"'f''''" 
The dtvereU.lcat~orr pt p~ua_tl6-;i·r•:·~e«ible w.itbout t}le introd.uctioll 

. · .~ .... ~- ,..-~ -.• . ,·_.,,-·_.·._~!,~.'?»·~·t:~._,•~,',·. ''!-.: '~ • c··r 

of a more ad vanaed teclrni!Ju&." The{ tecbtllque wli·teh b&S; be(H)·~uieA. -·~P _:tbe ae.ae of .. . . ' ' '" . . .... 

ind.uetrt~l a~:~d export arops. 1~,. bowever, d~fferent from that applied to production 
~ "I , . ' ' •· ·.' . ' . .: 1 •. :\ •; . ,· •·' ' • . . . . , ,' 

for domeettc. c6J:]aumptlde. :iub~lif fn ·tbe product-totl .. ot e·Xpot't .and cash crops 

bave f01 the moat part llee.D: ObtahJ~d by tbe openiDg\~p df. D~W. irrigated lands, 

mechaniZ~tiofl,. the use of fertilizers and, in general, ·by: msaus of a technique ·· 

req.u1r1Dg·'beavy capital tn;estments 1n limited areai. ···on tbij o~ber haDd, 1n 
~ . . ' 

o:rde!" to achieve an increase ~n th~. production of fo.odstuffs for domestic- · 

consumption, tbe priocipe.t tnetbods used have be&n tmpro,-ed varieties of seed and . ~ . . 

the devel.opmerit' of hybrid var,ieties with high yields and 'reeistanoe to peste, -10 
, ... ,·,- . 

other warns,'' imp·rovemente of a biological nature whose effec-ts make tbemse-lv.es 

felt only 1nd.1rectly tbroug'h. in~~ased yields)/ , · · · • 

The 1'esults of _t.bese -types of investment on tbe< 'e,conomy ere very 

different; while the first 1'8.Q.ically C'bengeB' the place where 1 t is carried out 

and ita effects ere felt throughout the eoonomJt as soon ae it is applied, .. the · 

second type of improvetnent in agriculture is effected in an increase in'· 
- . ·' . 

agricultural yields, and bas only long term and indirect repereue,sione on the 

rest' of the: ec:Jnomy .. : 

Defects tn planning and e,:x~~,tl;~ ma;r,.! in. the :t'iret case, have .· 
• • ~ ' ' . f • 

dieaatroue' ·effedt,e on the economy genera.lly, and eve.n if the. policy is · · 
~ ; . . 

successful 1n. the long. rurr, . th,e size of •the investments . required, ·in· re ltttion . ". ' " . 
to totat available ~resou~s 1 ,may bave immediate inflationary effects;· · · ' 1 

···The introduction of commercial agricultu:re ie nevertheless e. 'neceeeacy· 
~ '. f ' ., t ' ' . . ·- . 

etep'in·t:~conomie deve1opment..,. since at-8 higher level of economic activity_, the:·· 
. . . . ' 

. ..· . . . '· l 
general·eoO'Oomy 1,B ~ema.od ;tar· agricul~ural products· is increased and agricul'tut£tl 

effto.iency and prodlllctti v.t:ty. must therefore _be .bigh'er. Eacl) of ihe special 
~ ' . . 

factors whto'h ·ha.ve,.-led to th.e ... d.~velC?pment of commercial agriculture ·-a~ . 

exa~inea· below·, but .in tb~ me~ntime. it.·i~ desi~ble to consider tbe metbode 

used to increase the p:roduotioe and yields of erbpa for domee,tfo consumption. 

ImJ2rovemebt' of see:d ,,. · ·· 

,.. '·: '· The: f>OBetb:i:t:tty tit. Jntrodueing imp~ve~nta· in·· tbis-·type of agricul.ture · 

baa been· ·coriatde~<l o» ~1 oc~siona ,· a~d ie~d:f.%38 · experts· bad expre~nted the·: . ' .,, .;. ' 

opinion ·;t·na:t, 1
·
1 the · ~ho.~~ ecenomi.c> stwctu~ of. Mexico could be altered fdr 'ti:h.e" 

; ' '~ . 
~ • T 

iJ T~~-~'ivensi~n .of area of ee~s~nal' l~c1B by means of f.l~arfn~, in its irli tiaf' 
stages, does 'bot represent a change in teebnique ainoe it 18 generally dlJe .to 
the openitlS up of road.p providing e.coass to lands previously uocultivated. ·· 
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better if aonse organisation ·would asetat ''ibe ·8grieult'l:lrll'l :t.-pro~ ~f the 
" 1/ ' ·. country • - : : · · . , .' ·. · " · · · ... . · · · 

~-~.. ~ . -..... ~~ :.· .•"' ,·.:· *. ~~ .. _. .-~ . .;,."" "F"'·'· ..... .. . ·~ ... ·.. - ._ . 

Qp the~ invttation -of the Mext'can··aovE,:rrntM;nt,' the Rockefeller 

P'oundation b~$;n·~ i~t~· ~~~ram~ 6! ~o;'k;''fn · 19/.j, :after signature o~ ~n ·agreement 

between t.he 'M.infate; of Aartcuiture . ~f Mexico ·e.t,a ·the President of .. tbe Foundation~ 
' • ' • • • ... " ,. - f ~' '. ',., • - . '' .·.. .. • ~ '· . ' . ' • 

The principal activity of the FoundatioiJ wes.defined as fundfUDfJ.ntal 

reeeargb ip;to .'!lletbods and materials of value .in increasltig the· production of 

Mexico's ~aeic.,food ·;rap~: 'ud as ~·~o0:nd~ry obje.ctiv •. i:t ve~'ttgTeed·:to·oarry 
,. ., ' -, . • 'j l ' _' • . "~. ' . ..~ 't'- ;. ', -:~ _·. . l • . ' • •. ' . . - ' ... . •- . • ~ 

out· a training ,Programme for !!elected Mexican scierittate, ·so tbst tn the future' ' 
the programme ·could be ce:rried··~t .by. Mexi.~o ·~lone. ·; .,·:-< • •·•·. · 

. . ~ t . . 

· .J~ 1947, tbe favourable n;suit~·;f:tb~ preli10t"i'!aq wor:i·ca)Tied out 

by th~ Rooltefell~r Fo1.1ndati~n made tt poastble to set. up."a nev booy, tne .. 
' ·.· ~,·'' ' : ..• r .. .: ~··. ·r,-. '•.· ... ', !-! J •• '... . .---~-"-;- '"' n • ,_ ' ... ' 

Maize Commiaei0n, ':lith the function of promoting pra'bt!ces ~to .~na·ure·;the better 
~ ·· , : ·_ · . · '-- ~,~ .' :· · .: . · · rr.:= ··.~~~· --~ ;~··., . · ,-t -~ ~ ·- ~ . .,. • .1 ~ Jt .. · · 

supply of maize throughout the country. The GOvernment se·t up a trus·t witb the :, 

Banco rt~c·io!'laJ d'e Credito Agricola ;r =Ganadero s .A. to enable the Bank as 
-·· ';r,. '. _.-- ··~ ~---~·- ,• . -:· ._ .. -~ .: •• : .. '" ,. .......... ,.. ,. ' 

t:ruste.e to"·a:dm~riiete:r 4. million pesos a~mu~u;r· · -fo.r th& ·Maiie boftimf~i:d.on .. 

. ~ Originally four experlmentai' fields of a· totlJl area of 326 hectares 

were es~;~ii~hed; ~:~·,in ~ddfti~~ 'tne CoUtmiseion 'made use br individual farmere 
• ' ' ,•_ .~,· • . .. ·_t ~. ~ .. ···•· .... .. . . ~\ ~ '.: :·.-~; . • . .._ ... ~ _. ' ' 

who sowed pa~ ~f~'.~h~~r .l{ind w1• tta M4P4··;under the· supervl~iob of pne tJf its 
experts. . .. . · .. ,, • . .. . .. . ·· . · · " . · . ·. · · · / · 

• ~1,. •• .. •• . • ·~· ~ _,, ·- ' • . l·i· .. .. 

It is now estimated tbet the M8'ize···commfseion distributee 3,0bb ·tons 

of improV:ed seed a year, which indicates that approximately 8 per cent 'of the 
\- . . .~ . - :'. 

tote.l meh:e e.ow~ng le. rec~i ving the benefit of' the work of these bodies. 
• ' ~ ' • '· • I 

The Commission's work ie carried 'out with modest resources end its 
'· steff <;one'iete of 17 technicians end 19 other employees. In 1949 the 

. .• .... . ·" '" 

CommieEtion becema an independent agenc7 with an amrual budaet of 

4 mill~q~·~e~~, :~wb~cb,;w~~~·:tncreaeed t~ 7 ·million in i95L 

· · Th~ commies ton' a ~~erts h~v~ eetimat~ci tl'lat, generally epeak1ng, the 
·.·~··'·' .. ·. ::·~.··;.···· .. r ·~ r··,,; .·-- i 

use of improved seed will result tn a 20 per eent inc:refiei;' over the yields 

obtainEtd f,to!'l native maize. 
j·, ·' • <! • • ~- I' ·~·~ ·0 _'_',i "( Jlllt ' o.". ··· ... ' 

. ' .· •- . ~·-; ~ 

~- .... ·.• 
< I ' ; 

l/ See. J. d·. ·Rarrar; "E'l: Pi'og'rl!ima' Agrto9la'"Mes1ean0'J.tt ·;aoakef.e.l.ler FoUJJdation, , 
Mexico; 1950. · : ' ,,,.:.,, .. ~,·.;···: ....... - ·· , .. ' ··:·.·" .,.. ····· " · ;·· · 

·, 

. . /Irtisation ,. · 
• I 

:' 

.. '; 



The most serious fe.eto%"" limiting e.gr1-eu.ltur:e.l &X'Pfll!IJion ie the., 

shortage of water.1( T})ia·.:o'tlsta~lf!l Js .. be·ing,q.~e~ :bY> tb~, .constxu~t.ion qt 

irrigati"n'.w,(')'~ks vhioh- Qo:nv~rt; wa~er !n:to ·.a u:tU~table l"e!~e. ~be ~ti?, .. 

objective· ot, Mez-ieo' a irr1~tion pe>lic,Y ba.a be_en to u:tHJ~\' ~ater res<;>u~e:e in 

order to 1ncX'e4Be tpe area Of. irriga.ted la,nd. 

In & very·:complete study of 1rr1~ted land. in. ~e:r:ioe, .MI". Alap~a:,~atiiio 

desortbea- the· reLa..tlya impor,tanoe of .. these.-l.a~ds Jn Mexi,qan ag~1p.ul.ture .in the_ 

followi.nl!(t61"'lls.: ~~jntcl940, of e:ve,:_y ·109 ,baot~s ou~tt:r.¢\';~d, -~~f)rAX:ilflatel,y ~5~. 

were irrigated. In the same year, approxima~\f one--.th1~. of .. th~: to.ta~ ·v~~u~ 
of the land 'W!lB •a(loou-cijted. ._for. by irrigated; lapP:~. :a.~ ,t,be ~nd of ,.~9.~0 :a,ppro.ximately 

42 per cent of· t.he' tptal: latl~, under outtJv~t1pn. w~ ~~~.t·e!i,. ~~. ~ . , 'l'pe. ta~gib~e ., 

results at the works co:mpl~ted. al'e show~ in· the inq~a~>-~J!'l ~r~cultural 

production.: ..•. ' , . 1:.' .,:_:~:···~ • .• ·• •. '· 

.. Tbe ·ace1~:-o:t.Jnv&e.tments. in 1rr1!J~\Pn worlt:f}. ~is. appar;en~: from tb,e ,fact 

that recent GmrernJDen~s in:ve~~e(h 2,206 m:fr.lUqp. peso" in :irrisat,1on ;works 9e.tween 

1946 and l95d .. ~.['be financi.ng :ot. :the.f!Je·. wOrks _has. for, :the ·most part depended on 

the Federation, wi tQ. ,the e.xce:p;t;ion of .l47,,mL:I-,4,1o-q pes.os )obta.ined :bY an .1pt~~B:l 

loan (Irrigation; Bonds) ·and :20 :mt l~.!;one. :apprqpria.ted .b~,. gt.~te .. G,oyerntlr.tU:_ltJJ:. ?J 
In 1948·1949 and 1950 the Secretariat; of BJdraulic Resources apen"G 

1,052.4 m1Hion pesos.. . ·• . .. .... -"'' , .... -~ ,~.: .. 

A~ i;!:o 5!::·:::-t::au. D'J r_l;) l.~,cy b,e6e.n .to prod.uce ree-y.:l. ts, e.nd as experience 

was ge.inocl of ~:'fl~~. · t'Y ;·,1 < :•"'·.. E:·~ -.:J :;·J~.c_· .a.nd so~1al .. proble1;)s. wh.icQ.. 1Jav• .to -~ 

solved tn orS.c::r ~o e .. :::·.·:'·::::.:·.~<· ··:1': r:btain:· t~e me.xi!j'JJtJ retui!D ·froDj the :::: 

invest:J.:>:Jtr.> ~1".}..,., d.·,,:::: t.C'd'·~: •. ::.<t..i.•.) i<tB .ceached.. th~t the .. P.J.~nnin.s,,and e:r:ecu~1on of 

worf.:E rJ:·.v,~;,.·l r:ct b.tJ· u.r;-~...:;.:;.~te,~:·..,. ·i:n isola~.iQ.D, ~t. ~hall;~ U,ike .1:nto .eo.o9unt,."1p a· 
' l \ ': • 

oornp:rabotJS~ve t>1u0. bal.::~.nced faablon,, all the natural.reaouroes of.a v~lle;r, w~th . . . - ~ . ' ' ' ; - ' 

a view to the. mate:rtial,.. ec.o.nomie a;nd eoc1.al i.mprovement o,f the ~g~on" .. ~part 

... .-. .· 

l/ "Irrigation is essential in 52 per cent of our terri tory;. i-p 41 .pe:r;: ce.nt 1 t 
is necessary; only in 7 per cent ean the farmer work witbout irrigation, 
and even then he needs drainage work, ditches and the regulation of streams 
which we have only recently been able to begin." Marte R. Gomez: ''Los 
Riegoe, en Mexico", Prob~~a:*gr.isq.al:flfr. e:,.I~~~l,.l*'ia 48- Me:r:1c9t, -~950·, ·p • .:35, 
No. 2, Vol. II Mexico. . · . 

gJ Alanis Pat1fto,. p. d t. p. 57. 
/from the 

·' L. 

,. 

•. ·: > ~ •• 

'f 
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from the. 411-.,crt; results- ot tbe investment in the expansion of the cultivated 
. -. ' \ "- _- .. ~- ' .. ~ . .. - :. ' . _. "' . :· .. _ .... _ ' . - .. '"._ ·:'. ·_ ' . --. . . 

a.rea, its lndtreot. effects must cqntribu:te to the: liu.1ldti'ig up of the region. . . . .-- - . . . . . . -· ) 

1' p . . - - '. . ~ h - ~ 

Only in ·.this way can tbe DJS.ximum ;-eil'urn lie .obta.1ned. from. ·the investment. · ... · 

Application ot this ·aomprehenslv~· tie.~loplilent' ·policy has been begun in the . . ;. '· -. . ' ... . 
ve lleye of; '!'epa loa tepee and, Pepf!loapej:}. · · . 

The 'valley .of 'l'epe'tea·tepee C:dmp:r(ee:s a 'total e.reb.' of 1:8,000 square 

kilometres, f~r-'\h~ most part mount~inous~;··.~wi:irks in the region are directed 
·' . ':, .- - - . - . '' '• 

by the -Tepaloatepec Commission, set up .in' 191n .. It is estimated that when the· 

works are compl~ted. tbey will ·trr,tpte 11;3q0· becta'ree. Tbe population of the 

valley was 255,0l'i0 in 1940~ .. _: ~ . . . ·' . :' ' 
The Pap~loapan co'rinniBBion~·wae also set up tn .194'{. The total area of 

the valley te 45,540 squere kilometres. In 1940 tbe valley bad 879,000 .. " \ 

tnbe.bi tents. It is ea·t-ima.ted tJ:Ja.'t l!ln '~investment of 650 ofillion t.>eaoe· 11.t 1946 

prices will be required to cerrj but 'exietir!g pl&.ns. The wor.ke plenned will 

make possible the irrigation ot 90&'1205·be-ctar&s and 250,000 leW will be produced 
. . ' " ' 

in 4 hydro-electric p1ant~. 

Tb~ importe.D,o~ ot the cooetruotfon or· irrisatton works ie such tbat 

the study cited earlier stA.tee fn i'tcl·cor~cHueions: u'l'h'e netional irrigation 
, ~· . 

plen bas taken first place in. the. cfot~ntl7,.;-a 116:!-icultural pol!cy, repl·lcing the 

egraria.n campaign which deetroyeid 'tne gl'e8t, esvatea' end which for many yee .. re ' 

received the preferential attention of· the Stl'ite. Tbl"ee_ quarters of tHe plan 

have etiir to be 'eompieted, at e future cost which can be estimated e.t 

approximately 20,000 million pesos, at'·i949 prlcea.w 

. -- ' -- ' . 

The lntrotiuction of oommerotet-e:grlcul.~ure must be preceded by the 

existence of a, netwo:.~k of efficient co~.municat:Lons, and accompanied itl ita 

development by an increasing level: of ·.m&ebanisetion. 

In the ceae of Mexico,. it 1s pi-ob~ble tlie:t tbe oW,er of .Hnportance 

of investme.nte··in me.cb1Dery in: reletio:n to total investment ls as follows: . . . . . . . 

Northern Region, : . .Northern Peeifie, Centre, Gulf of Me:xtco l'lnd. Sputh P~;toific. 

/As the 
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•• t' ·'· . ~ \'t .. · .... :. •, . ' ' '.- > .·· ,·"' ' ' "' ~ . • ' ' : - . 

As the sbototllge 'at 1il!t61i eeaeee"to opere~ as a timi'tirig f'actoxo;'~he' ··. 

shor~e of ag~tcultural ~chi~erY ·~come~ 'tile 'pi'indpal barrier t·o fflrm 
' ". ' • . • ~ ' • ' • . h"' ~- 'l' . ' ' • '.· _:r.' . <. . t ? t . 

development and investmeots in machinery' take preoedetice over any otber type 
•. . ' ~ . '. {: : _.·_- • '! -~ "\ ~·. : ' .. ' . ": ' • ... . . ., } 

of investment. When agriculture is cobsoltdat!ld in these tiew areas, invest-.; 

menta are first made 11J real eetate' buildings~ eranari.es' arid stables and only 
~ '',t ' ' ' • • ~' \ • ' " 

afterwards (except in specific iDStanCeB Of plantation type agriculture) in 

land. improvements, tbe ~la~t1ng cit orchards etc: 
In sUbsistenc~ fanning thfl. prooese··geberallybegfns wttb the con· • 

struction of dwellings: and it~~starente in ~oiltriei:-y, if any are made·, ·are ·· 

of only min?r ~mpo~tance in tbe investments obarecteristio of this type' oi' 
"' . ; 

farming. 
J "/, 

The gro'Wing dema.nd f~r agr1oulture.i macbi~ery is met mainly by: imports~ 
although Mexican industry ie already' prodl.lci~B machtnery end implements for the 

manufacture of whiob heavy investment 1s not required. 
' ' -; ' .. ', --: - .. .. ~ : ' /,. . 

There are now 12 agriculturel machinery factories f'n· Mexico, and it 

is estimated that they represent a total investment of approximately !.!',557 ,ooo 
. - '· ~ . 

pesos. The gross value of sales· of their products in 1949 was 7 ;099 ,000 pesos. 
' ' . ' ' ' 

Moat of the plente are si tu8.tcd. in the north 1 where late' in 1948 · 

Intemational Harvester este.blfebed a plant· which produces 65 per cent of the · 
. ' 

total production of agricultural implements in Mexico. 
·. ' . ' ~ 

It 1a estimated that tbe following unita were produced in 1949s 
Mecb~ni~al end ~nimal dra'lln mouldboard ploughs 3-,S#o 
Planters for mah:e and cotton · 1;910 
Cultivators 11,658 

~~~.a. 'lfeparatars1, .ineludi,ng .threshers 2,066 

Mechanical. an~ animal drawn epi~e-toO'th ba~rows _ l,Boo 

Mechanical and animal drewn diso b~rrows 1,550 

·, Haulf18e ca~s wi:tb metal and tyred wheels .. 66o 
In addition;. yokes, .. whippletree~, swin~·bars., c~ains for harness 

. ' ;;, 

and other eaetly ma:nufagtul;'Sd articles are. produqf?d ip smaller .unspecified 
, ' • . ~ • "' . • ~ I 

quantities. 

Accord ins to manuf'ltctUl'errJ at~~ .existing plants are working 

at only 54 per cent of oapaci ty, which is attributed partly to the oompet1 t1on 

of imported products. 

/Imports 

-,t 
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D\lrins tbe J.est ten yes;rS 1 importS Of agriCUlturl.l. machinery 1ie~ · ~. 
tO'll~}:· ,. ,~· '' .· .. ···:·'.::t!i1M,t)t)$!tU;~.~-~*Uinr: ···:: 

Year -
1941 
1942 
194-3 
1944.''· 

1945 
1946 c;. 

1947 
1948 .. 

1949 

. .· ~ . '\,' •"1 ~./' :'~ ·,.'•,'• ':-c:!itl~~' ~-~~~· • ... ':··,.,, ~ :,, •:-:-~.~ I :• 

Imported. for 'tbe Bo1J8b.~ 1~ ·· 
whole cauati'J' free zonia. ' . . : . ', ·.·~ .:. ~· .. . ~ . ! •. • 

1 ,, . 2. 
-.8,641 . 

18·,;42. 
.. ; .-111512·: 

. ~ . . -
..... -·7·'' 

••. ·1' ·.~ 

. ·' ll ;55.4 ' ,· 
28,69i .. 

27,324 
. 38,876 ... 

61,536 

U6,233 
138,602 

:· .. 

:-· 

.. . . 

' ... ': ::.f''·. ,, '(' • .. 796' . ',• .· 
<i"..• <J.,919 
... 539-.., 

;,. \'' .. ~7~<· 

l;,5.5l 

1,9o6 

' 4,'793 ;h, ~~~ ... 
4,782 

•1,-o68 
.. lj:;642 

,· 
•, 

,, •• ,:· .· + !J;'otal . ·, . ~· .. ~-
•• \. .. ( . • • • ...... \' .-.. - O"l ~ • .: .. 

9;:437 ' . 

.,19,461, .. ' 
.. 12,050 ... : 

lB,3o8. 

··29,942 . 
29 ,:231· 

'43,QQ9 
. 66318 . , 

123;,301 
152,245 

~ . . · .. 
. ,Si11ce 1943 the llUDl~:r ot tractors impor1,ied bas rise.n considera~ly ·under 

..... .\' ~ • • • •• ··' • ' • • ~ • If:." 4 ,!;' - • 

the st;~~Wt _of !'~onomic deYelopment polic;r~ In 1938, 278 traetors wr:tre imported 
_.. t• . .... . . 1 , I_ • •. ' ,.,.. • ,, • 

while,. i~ 1948. thfil. n~~r. rose to.6,894~. .~ in 1949~ 6,363'ex~luding those imported 
in free. ~one~-· - A similar. tr.t'nd was abo~. by qt~; tYPe.s of farm machine~ 

1 
.but v 

' ~ ~ .. ', .. • • ~, : . : :·~·"" '·. . ·. ·.• ,·, .: '• ' -t··. ' ... ,.,, 

was not .s.o. P.l."t:;.Loun.c.ed, . -
. ···.·' '1· -40." ..... \. ; ·, 

· A§!icultural cre<Ut .· 

. , .. ; . T~ ~dis~:r!b.uti;n ot the ·1~ as a -r~sult of the Aere:t.ian Ret~ '·c~~ted 
... "'.- ~ • f • • ' 

two ty-pes of agricultural boldicg, the eJAA;o .~d the small bolciiDB~ The :economic 

behaviour or. t;be two t;rpea has be~n _8~\ld~~ ~nly 'auperticially~ 'b~t it is. ' ' 
. . ' -'~ • :: •' ! ••. 

possible to Biisess some ot ·their _Mvailtllsea and limitatiot1s. From the point of 
. . 

view at ita O'Peration as a prOductive enterprise, the e Jido .has serious limitations, 
- . ,' . ' . 

?ne of the lDOst important beine the .small si~et of tbe ejidal holdil'lg, which 

pr~vente .. ;t.hEt· max11llW,Il ~tfl1s_~1;1o~ o.t th~~ -~~;qa~ar.1o's. ~bour· and bampetrs the 

.introd~cti~ .~· llriHJh81l~~t1.on~, T~"·~~~ P(. ,eJ1)ial_. re.rm.irJs _consequently 
' . ~ ' . . . . ~ ' ' . ... . ' ... ~·. ;.·. . . . ' . .. - . : . . '".~ ' .. . . - \, ' . ' ' 

raises serious probl.eme and as a result official credit is on11 partly a loan ana 
. . ... · ... : '' ~· ) . . . - ; . ..·,.": .. ;-:· 

must to some extent be resar~d as a form of subsidy to sutsistenoe f~-. on 
_the otber hand, the loans made bJ private individuals in this tne ot terming are 

··:· ; __ ··~~::: ... :. •"-.:.·~·;;. 
/in most cases 



1n DfOS~ OUH·'tlB~ ... 88 ~'-·~taM ot ~ lO to 20 per ce~~. a moi\th:are 
. . 

CO'IIIIlOn. . , \ , ;' ·• . : :' . , :. . ' 

The sma.¥'·;~ld~ u.s; ~~a mD,bb:~~teJ"_ pOf:lit~on.·~ an enterprift ,· silice 
its area }lermit$ um.e··.r~ee..;1:,.~ ~t1Uset'101i Of'tliP: aVe.~J.e resources, but it 

alao autf'ers troll a shortase ot credit. · 

T~tal vplumi!t ·.of: as,rieultural credit 1f · .r.x1co 

'', 

There 1a little informatiob rese;rdins tbe total TOlUJ!If) ct esriculturt\.1 
I • • ' 

ored1t Sn Mexido. Tbe estimates Which· haft been made are baaed 'O.ft.--UIJUIIPt:loDB 

which give ver7 ditferent ana otten contradictor,- results) d&'peedq on the 

1J8rson makq thtlm. It is gener&ll1 accepted that the ~ of' crop lOCJS 

granted durin@ the f'&Tm 7ear correspoAd.a to appreximateq 50 per cent ot the 

total val~ of' the ba;rreet. 

It, ill estimated tnat the cr01 1o8na made dur1Dg a ta.rm 1881: are d84"1'f.t!d 

from the f'ol.lovine sources: 

Source Percentage o:t total 
annual londiM 

Rate ot 
:interest. 

Semi-otfic iaJ. ba:aka 

Private banks 

Individual lenders 

3~ 
15 
55 10 to ~ monthly 

The disproportion between the bank loans at rslati'Vei¥ low rates of 

1ntsr$st and rural moneyle~iDB ie an indication of tbe ditf;Lcu.lt tinaDcing ' ·· 

.·.position 1n Which the f"armer .rinas himael:r and smpbU1ees t.bs need ~'01" improved· .. 
• ., ; 1 

credit conditione as en eseent181 step towards itlcreased f~ 1n~o-~ .. 

The available data regarding lo8118 grl'.ntsd show that.tbe vol.utDet ot · 
credit has steadily increased d\ll"i.De .,.be last tbJ'ee 7ear11, largeJ.1 as a result 6f .... -,. ' . . : -~ . - ; 

the expansion ot tb& cult1~a~.d- a;re,a.. :Dur:f.De the -period \tllf1er r&TiO:tr, tbs volWJD 
ot tJS1"1cultural. credit ~· ~ t~llowa: . .... 

' Year . Millioqa 't>f' P!aoe Index· 
. '. 1948 . . 5ll.5' 100 

19~9 . 589 ,5 '115 
1950 ' 700.0 156 

! . ·' - ,.. • ' . • .1 .~ ·•. .. ~ '. ' ' • . --

This estimate' co-Jers lQII;JlS tnade by the followq .Banks: Banco· Na.Ciorial 

de Credito ~icole., BaAoo ~~~onal 48. ·cred1to· E.}id.al; :.earioo Cte Comerpio Exter1ar 
'- I , • , • .' . ' . '::\~ "~ ' - ~ 

&Ad private ~. · · · · · · ·· 

... \ /Ben.oo Ne.o!onal de 
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Benco Nacional de Credito Ejidti .s-.:·A. : .. ; ~; · '·: ·. ·• '· · .·. : .' · 

rt· is estidted that· this ~aiut'aeaiS with· approxi~t~i~<5~ pel~ cent of 

the countryra· organised '~Jiaatax;i~ ~ rn 1949 .. /out of a totai of ~o1 1 1E~8 _qrg~i~ed 
e.11daterios · ~ it dealt=:witb ·onl$ :21~,43~. tile.! o.P~;atioha ·or t~W ~:sanc.o EJidal 

covered roughly one quarter of all the ejidal lands. In 1949; 168' n11llions were 
t , ';

1 
• . . • ' . • 0 ~ ' ' ; , •. • • : ' ' ',,. I ., :· · . ·. ··, . ~ , . , ~ , ~ t 

lent. 1n the :f'erin of' crop loans end. 12 mil116n. or '6. 7 per cent df the total in .the 

form of iriiprdvement 1~~~ In 1949 a tot'~i 'or 202 millie~ :.(82 'per cent) 1;as 
lent in. ·the ·rcirm ~'of· c-rop: ;lotbs .. w1ci' 28 millions (l4 per ·ce.nt) ,.in the .. forrQ. of 

• . ; . . . . . • . . . ~ - • l • : ,. '· . . . : ' .. ) .. ~. • . . : 

improvement 'lcSanS. · The loaris granted for ·clearance and• irrieation, to a •a.lue 
· ·· ' ~I ' ' '• { • 1 • . • ' : ~ ' . ' 

of 14 million pesos~ made possible' an increase ot ao,ooo hectares 1n the area 
. . . 

of cleared' land'.· ' 

. cotton received the largest volume of loans. A comparison or the 

loans granted for· cotton loans for the -pr~uction · ot·mkize arid. wheat is given 
bel~~" · · -... · .;. ' · ·, · .- Crop 'io'an8. for · · . 

Year Cotton crop loiilis i Of ·~ota! 111t\iZ& :end wheat 
- .. , . . _ ,~mbined, 

1948' $4_4,419,720 . ' . 19.8 • 75.3 . 
~~1JOtQ:l 

40.4 
·,·: 

36.4 1949 48,579,988 26.8 . : ' .. ' ' 19 .• 2. ' 
~tails ·of the typ~s. of. ·J:o~ etfected. .. by the ~co de eredito E#dal 

. • . • . ', :' • 'I 

in 1948 and 1949 ere given in the Table in the\ Ap~·na~x. · 
· · · · · · , ~·. .. · · · · · · · Tab~ · N~ •. '1 ;· '· · 

·;, . ', ' . ,.. : j •· ,·;r, ~ } •"' ·.· : ... r ., ·.: '.~ ' 
~xioo: Operations of the Banco EJidal by tlpea of lo~ 

1948 - 1949 
(in thousands of Pesos) 

Type of loan 1948 1949 
Amount ~ Amount ~ 

Crop 168,389 90.9 167,351 82.6 
Improvement 12,366 6.7 28,613 14.1 
Mortgage 31 3,119 1.5 
Collateral 2,071 1.1 1,901 0.9 
Direct 2,226 _bJ __L845 ..2.!.2 
Total 185,092 100.0 202,829 100.0 

--·- --- -·----- -
Source: Report of the Banco Nac1onal de Credito Ejidal. 1948/1949. 

/Banco Nacional 
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The '·Bank's rel)Qrts ashow thttt 1n :1948 it· J.e..t,lt a :total of 115 •. 1 million 
'., ~. 

pesos, 73.'5 millions 1n the fora at :Lmprove~nt :lQal'lS an,d 41 .. ,5 millions j,n. the . 
t ~ . t ' -" . • •i • -•. 

form of· crop loans. ·In 1949 the; ,total r,oee. to 178. millions,, 85.,.6 ;beine :i.ovement 
' . -. " ': . 

and 6l,r;7· cl'6'P loe.ris. ~:. <.f - . . . . , . 

. · :, ~ 1948'1 &'Pt>ro%1.atel,J 45 .·cpet- eont 'Pf, t~. improve~nt loans were, .. usep 
;- - ; -

to oleat" l8nd 1;.6: an e.t'e. ot 55,~ hect-are~; . 30 '.per· ·cent was· used for ~,!fl"ke 

end equipaant·7f'or irrSsa.tiOSl wbich 1t£1DQ8t cases inq1udes the ·drillills. _of., 

vella ·and the installation ··of pum.p;tag Wliits; · 24 per oent va.·· used .. tor the ... . . ~ "" . 

purchase ot ·tr'acttJrs. ·In 1~9;. t'be proportion fo;r ·1aa4 clear~ declinad 

(31 per cent); well drilling absorbed 30 per cent end 24 per oenl was used 
~ . - ~; . , .... ' . -

tor purch8S1ifs ·traotora. 

~ in ;the' case of crop ·•l.oana during the ,e.e.rs.;Wldo;r- review, lo~ to 
. ,, ., "" 

finence the grow.ing o"f cotton,tQOk first place, being respectively 39 per cen~ •. ) 
~ '~,.... # • 

and 58. per. ci:'lnt of the tot~ •. ·The f~bls of wheat and me.j..ze took second place, 

their combined per~~nt~~., ~1~· 35.1 ;r.·.~ent and 25.i ~r c~nt ~spectivel.y.;. 
. ' 

. Thus it· can be seen that. while 1o8M for qotton production sh?W a constant upwa:r."d 

trend, · tb8 · re l.iitive impartanco,;; of loans fQJ", maize and. wneat pr~uction is 
. . ' . ' ~ ' ' . 

tendiDg to diminish. (See Tables· 7, . 8 a.&ld · 9.). 
The report of the ~~ Nac.i~ de Cred1to As,r1cola 1 Ge:IJ&de.ro 

tor 1948 sivep .. t.Ju!l .fol~~·:·~~:Lan&tio~:.ot' t~. 1 1~o~ance of_ t~ loans to 
. 'f ... '"!"' " '·. . .. _ • " ~ \ ~ ~ ....... -~ • .~ •• ·:· ·. 

•·. 

/,Table No. 8 . 
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'l'ab1e No •. 8 

Mexi~;t:~:~,~;·,·.iptal':~o~ -~.';ap;t~·d~.Ti.:tb.e.~~~o. lf~1oll&l. ~e Cl"edito 
· · ~ .. ··· · · ~ , ;.gricola. y G!:~-!,ri S:.A.,: · .. , ~. . ·· ·: ·. :. ·: ... . , : 

CrolJS and other- La~-~~ · . 
1nvoetmenta. (in thousands of pesos) 

Cotton 
Maize 
Wheat 
Beans 
Rice 
Sesame 
Potatoes 
Chili 
Alfalfa 

1949 . •, . 1948 
'61' 740 . 41,541 

36,407 
8·,126 

'7,666 
.· '1,938 

1,633 
1,328 

867 
609 
546 

16,080 
5,516 
8,926 
1,123 
1,961 
1,635 

790 
388 
442 

Rehabilitation of pasture 
lands 

Peanuts. 
Chickpeas 
Fruit trees 
:Barley . · 
Linseed , . 
Coffee 
Oat a 
Fertilisers 
Coconut' palm 
Tomatoes 
Sugar cane 
Poultry feed 
.Bananas 
Gre.~ 

Strawberrie'B' 
F1oweit"~·; · · 
Sweet :Potato 
Onions 
Lentils 
Gsrlic 
Cocoa 
Other (a). 
(b) 

. ,• 

429 
344 
225', 
~:n5 fj- ..... ' 

128 
120 
;1.18 
105 

8Q 
76 
74 
60 
~- •.,.::· I 

.... 
25' 

8 
7 
6. 
5 
2 

582. 

-
; ' 

369 
78 
.48 

157 

6~ 
l21 
121 

8.7 
43 
82 
55 
36 
93. 
12 
11 .. ... ~ . 

13 
24 

. 6 

3,251 

::' 

Areas Financed 
1942.._ 194S 

271,247 222,728 

84,097 50,778 
80,06.0 63,395 . 
58,997 57,~4.06 
10,473 10,839 
8,286 4,.425 
4,458 ' .. ;,834' 
1,510 11284 
2,593 1,755 
1,134 894 

2,454 
1,002 1,112 

c 1,491· 466 
~36 153 

:1 6ol 2,740 , 
717 14 
518 320 

'2,0'72 1,!>29 

253 293 
~66 
..,! . 95 
208 209 

128 
353 
602 
40 -. 7 

20 • 
79 33 
62 206 
27 28 
5 .. 

!7,918 

(a) Refers to inveetTIBrtta:whi.ch could not· be. specified as they covered severeJ. 
i~ms· , · · · · ··· · · · 

v ,-~ 

'.. . .: 
' • J • ~- ... - ' ... - :' • - ... - • . . "~ "'" 

/~a.bl/3 fi?· .~. ; 
. ·~ ·' 

''f ·' 
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T&blll:~l'fo.-·.:: f~· . 
Mexico: I!J2f0V,~lllf).nt .. ~ .• ~~<L~.12,~. ~: l2lf9.Pf tP& .B~~ J!!c1$~"·. 

· · · d.a Creaito :$fieoJ..~ y G"~:..a.dero ·· · ·•·. · •·· ·· ' '' . · ...... ~ .. · :··· 

(in t housanda of·. pesos) 

Item$ 
............ 'P':--

Tote.ls 

Land Oleareri.ce 
Works and equipment for irrigation 
Other 
Tractors 
Other agricultUral mac~:l:nery and implements 
Plantations· 
Trucks 
Buildings· . . . 
Draught aninia.le 
Poultry breeding 

.. 

·1948 
. 73,663 

331424 
.15,501 
8,341 
9,028 
2,954 
1,278 

688 
562 
534 
540 

Totals 
124L 
85r689 

. 261531.1. 
26,061 
1,4itl 

23,187. 
. 5,584 

940 
774 
297 
286 

9:B 

finance cotton growing: 1~his Council approved the granting of crop loans with ., 

priority for crepe ccr..sldered to bo easent.:l.n.l fer tbe nutrition of the Mex:l.can. 

people; it also tried to limit the areas under cotton in orcter to restrict th& 
crop, without prejudice to clients who had been growina cotton for 'lllB.IlY years; 

. •, ' 

but when a lerge area ·eminently suitable for cotton was ope,ned up to cultivation, 

there~ no other co~se but to grant credits; it is for this reason tbnt cotton 

continues to occupy first place." '}) In fact, the heavy loans granted for cotto~ :· 
. . 

carmot be jUstified by the size of the loans for clearing· cotton land since 

technically such land is highly suitable for wheat and othe' products for 

domestic ·COrl!3·umption. .The prospective trepd of world market prices has t~n 

precedence 1n economic decisions and the possibilities of developing tbe nationAl 

economy ar~ largely dependent on the conditions of world trade. 

~t· can be said that moat af the ·credit granted 'by private ba.nks was 
' 

used to finance export crops. 

Agriculture which does not receive loans from the e.1Bal and private_. 

banks depends for ita financing on usurious; loans made by tradesman in the 

small rural .v~llagee.. These UE!urious loans seriously flggravate the precarious 

conditions under ~hich this t~e of ~icult,;e is carriea on and prevent oap~tal·. 
accumu+.at:bm, thus .oontribut,ing to tpe Stt:l.gilation of productivity and the lack of 

technical progress._. This ~iPe of finflncinS. is baaed. Qri. ,.~ersontll aoquairltanse since 
the existence of cultural barriers impedes the introduction of credit aa a 

· · - ·· ·· ·· · /commercial 

y Report op.. oit .. _:paee 
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commercial operation and makes possible the exploitation of the t~e~&nte ~n the 
..... , ') 

poorest. ere~Q,•wbiqh are ..at:l,.~l-~9t ·.ip.c_.o~pol;.'a.ted into .the monetary econoillY·· 

:Agricultural :me.rkete: .•... · . · ~, .. .. .. . ' .• . ~ 

.- · .. Litt.l~ can- be, saiP: .l_'eg.ard.~pg the d~.velop~nt of ~icultural lnf!J:"keta . 
' ; . . ' ·, . ~ ... "'· ' 

during recent years. Dix:ect and. ind~ect investments in agriculture have 
' ., ' ·. . :' ... ~ . . . . . . ' . . ' ' ~ 

helped to deve):op. th~ lJJ!.U'ket, ,. but_; as. in th;e c~~e .of credit,_ the_ aq.vancea. have 
• • •• •• • > ··,· ' • •••• 

been made .'Qy .exwrt crops. and 1ndustl;.'i.al crops fi("J:' C?ll8Umption ·in Ivlexico. 
' • • •l . .• ,, .• '· 

In contra!ilt, market C{)nditiona for. fooQ. crops are .still marked by serious 
'• • • • • •• • • • ~ .' • •• • • ... • • 1 '.- • 

defects of;-a.Il ~natitutional economic character which place the producer' in a 
. . \ ' . . ' . . . ' ' . ' . . . . ' . . . ~- ,: . 

very disadvantageous pos:ition • 
. ; ,' •' ~ _,. ' :· 

The opening up of. new communication and transport routes will hel'p 

to create ~re favourable- ·~~~¢t1~~ .for)~.P~ ~rc,~:i~ation of. t·h~. ~.ket rm. '. 
agricultur~ products, .as "tTill the build.'~ of s~orage f~ci'l:iti~cs· ~d the · 

establis~nt, of plants for con~ervipg ~r.ispable agricll.ltural products,· 
' . . . ... . ~.. . '. : .. . . 

Foreign( trade _ . . 
·. ·.· ·p, ::'l· 

During the last throe years the ex-port trade in agriciflturai pr-oducts 

has increase(\. ',rhe rise in demD.nel and :prices w~ pe;rticularly marked during 
. .,. . ' • -" ' I ~ "J - • 

the le.a,t :rqo1;ltha :. 9f,_1950, especillll;y in t~ c~e of· cotton, coffee and henequen• 
. -- .... - ·': . 

Table NQ. ;1q,.~ljlowa: ~he. oxpor:ts of ~io\\lturel. products. .1 . . ~ .·.-.. I -
. ln :::t.~-, q.(l.f!le of .. impox:ts, whe.a.t, the consUllT'Jt ion of which increases 

' . 
each ye·~ ,'.'.wo~-:first.p~ace. I~orts 9f tractors, ploughs and tractor spares 

took seconQ. _plac~.; and accountod for a substantial proportion of totai imports. 

~ long as. the Unite~ s~ates 'of ~er:i.~~ -~i~taina ·a high' level of 

empl.oYJ,UeJO.~, ~xican produc:ors will be able to take advantage of the high 
• ; ' ( . • "· • I • 

prices of .the Al;nerican .tnerket •. 

:· .·: · Table No •. 10, 

·c ~J:.co: . lmport~. 
,_ ',. ,. 

Value· in milli.~_of 1:esoe ~~ th~ ... ..E~.<2.i.PaLitm?o;rted ~r~cl}ltural ,prod~c~e . 
and b.z;pro,2uct~ and B{.;ricul:_t}.l!'al eg~ent · · · 

~gdu<:ts .. :"·. . . 1:2!±..(} ~. January.~ Optober 'l95Q ··:.-
\-!he at . l42 . · : 1'73 . · ·225 ·. .~ 
Tractors of. ali typea 56 · · . · 64 67 · 
Wool of all , oa:tsgories · · .. · ,;21 . 42. · 30 
Rubber, ra,w Q'r. synt.®ti.c ... ·~2 · 30 · · 33 
Lard · · ·· ·. · -1 • 20 -~- 23 · .· ... ,~ ,. . . ·, ' 1.9: .. · . 
Ploughs of any types ..... ,, 15_, · . ~, -':'- ._ . ,.2

6
1 .. : . 1.9 

Spares for tructors 13 · · ,.2 · ·~ :, '20 · ·. ':•1 ·' 
Powdered milk 21 16 12 

) ,".'• 

Hops .·. , 6 14 9 
Barbed'wire 22 11~ 3 
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STJ'l'!'fARY AND CO~ICtuSIONS 

The increase in .direct Wtd btd~ct investneat in eer1oultt.ll"8 is the 

outstandinB characterist1o of the ~eriod 1948·1950. It is to this that the 

Erpeots.oular expansion ot ~he area under cultivation is due and the acceleration 

oi' the trans.ition from subsistence to aotlllllercial agriculture. 

This eJCPe:nsion has been .carried out by means of the most varied 

tecbniqttes; the ~ening u~ of new seasonal lands, which are worked as soon 

as the construction of new means of connnu.'lication makes them accessible; the 
.. ' ' , . , ' ' 

establiah'Jient of eericultural enterprises, With heavy investment per unit of 

area which mAke use of a very advanced technique and ~ nish degr~e of 

organisatiOn and coordination of the factors of ~reduction. 

In ~articular, the :followiris chanees and trends may be mentioned: 

,1. ~icultural income: Aericultural income increase¢ more ra~idly than tbft 

national income durins the last decade, while the relative ~roportion of the' 

~~ulation e.ngaeed in agriculture d~clined,. This clearly indicates an inc%'ease . 

in the productivity of egrb11J.tw."'fl. 

2. Area bel-vested: In 1940~19501 the area harvested increased by .13 -per· cent. 

This increase was due to the ~verntpont 'a irrigation policy, to t'he increase 1n 

agricultural credit and the e~ansion of means of co~~ication and tr~$port. 
. ' ., 

3.. Volume,...of 8£Wicu.l~!:£"~1 prC'Ouct:ton: This sho~tTed a constant upward trend, 

notably in the case of cotton and other export oro~s. The ~hysical volume .of 

food crops for domestic consumption fluctuated from year to year, but tended 

to rise,. 

~~uation and pro~~~tion coats: The 1948 devaluation improved the ~osition 

of exporters who received a net exchange profit of 29 per cent on the selling 

\price. The increase in their coste :was easily absorbed, leaving them with a 

·margin of profit. The increases in the ~reduction coste of articles for do~stic 

-JonBumption could not be compensated re;pidly or were compensated only to a 

~eaer degree .. 

~· Asr!2!!_ltu~ for expo~...,;:~:tJo:r domestic C2,!l3!:L~f!!: Commercial farming 1s 

mainly directed tovmrde production of raw materials and for export. The 

production of foodatu:f:fa fer domestic ?onaumption is largely de~endent on 

traditional farmiile, which accentuates the variations from year to year and 
~ , . 

results in uncertainty regarding the supply of food products. 

/6. SupPly and 
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6. SuJ2PlY' and dem!Uld: The high level:C:-G~--~:i.Jiwatment, and consequently of income, 

resulted in increases in denlllnd and consumption. There was a sl1g~t change 1n the 

composition of the food consumption, which undoubtedly reflects ·ahtrts ~om 
farmi_ng to other activities. As long aa total investment con~~s at a high 

~ .••.. t ..... ~--.. ·• • ·,, ' . "' • li~· ~ '~~.... -~ _;... '-~--- . t· ·. . 

level;. ana. the changes "'in the' ·e:ODipoe'iti6n of agr:iaultur·al .production follow the 

present trend, fricreasea izl .. ;~oductiOri ~ill. only ~1~11y solve the problem 

of ·thS ''doniestic 'Sttp'[)ly Of certa±h foo~atuffs •... Th~ 'incenti~e '~iven to B6r1culture 

for export ana thB. tincertainty('tbroUgh riaturaf. ~auaes )ass~ci~ted _With forming 

for consumption, will intensify the need for imports. 

1. :.Agricultural pr:i:ces: · .Agricuitural1?~1ces sho~etr a tDa.rked ge~ral upward trend 

in the case of oertain··eiport crops.. :fh 'tha:.·oaae df foodstuffs ·the relative 
. . ' .. ' . . . . ' ' . ~ . . .. .. . ·' 

stabilie·ation of income 'and-' -the· 1."1elasticity- Oi' ·demand:;pl~evented their prices 

price index. When harvests were good, ·aa ·1n 19_48{1prices fell or remained stab~. 

8. "Imj;)rov~meri.ts izi' 8£5rj.c_ul.lt£~: The proport1G>t1 o:r inveatmerits : ~ tlgriculture 

for export ie very 'much hi£,ha:r thin that of 1nvesttnents in the p.roduction of 

foodstuffs for domestic cortsnrr:pticn. "ihile in the former case there have been 

heavy investments 1n irriga.ticn ":ork'a, ma.chinsry and leans, the latter hM . 

abaorb~d relativ6iy anin.J.l 1~eso'u:rcee Wh:l.ch b'ave iJeen used mainly "for the .:f.mprove-

ment arid .distribution of Aeed. .-

2· .AgricultJ:!al .. cred~: Tho '-\rolume of cre\ht offered by the semi-official aiul 
'Private banks has increased by a~proximately 150 per cent since 1948 • 

. , 
In B'[)ite of this·, about 50 per cent of the cl·edita to agriculture is derived 

from inaividual i~~ders charging eiorl:iitant re:~ea of interest.· This hampers . . 
the accumulation of capital in farming. In s~ite of .the fact that official 

... " • ·> .,,.. .. ; 

policy tends to encourage loans for the production of foodstuffs, the incree.s.e 

in demand and the rise in prices on tqe world market have c~anged the flow of 
1 ' .. • ·. .. • .· 

credit -- including that of ofr'icial inStitutions towards the financing of 
')' ,, 

agriculture for ex-Port~ 
. , ... : 

a,, J,_." 

/III. PUBLIC FIIWCE 
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'!'he · monittarl£ .'.s1titat1oh; . · ·. 
t J .. 

'"·· ~. 

' ~ ~· .. .. ~ 

Be.Ok:£OUcd .(1939 ... 42)' . ' ' .. ·: . . .. 
,' < 1 • • •, i - • ' ;, ~ ~- , t• .' • '< ~ •, I' ,,r "o- <, ' • , ' ' 

. IJI~e steadf eXpansion of tlie money eupjit wliioh ~n in ;1.934 oontlnued 

without interru.ptiorl until 1945 .. · .Thf9. e~n~ioti lr.t~ .at t1rat. moderate aM di(\ , 

not excee~ B.ti·:·&~erase of 100 miuiori .pes~~ a·.,-~.·· Fr~ 1942 onwe.ri.a, however., 

the proee.se · ·gatru;rad ~ntUiil ac4. thE! ~~t!ri.e~on wa:·a ~ill. in excess or' 
500 million' pe~be annually. .. . . .. . . . :. . . . 

, · . 
. · Metallic currency whi~h twentt years ~go aaoounted for twq-thil"ds of 

all the mcin~:?··i~' cir~ulat1on 8raauau7' ~eclin~ 1~ importance. t~ lese thart . 

2 per cent in ~1945. This tact is essentially. to be exp~ined by· the constant , . 
• !"' . ~ • ·' • • " 

upward trena 'in' the price of eil.ver ou the :l.nterne.tional.. me.rk:.et which baa led. t.o 
.:" • • >' •• • -· • ·., • • • • • ' ' 

the .detnonetizatiou of such coiPB.ge at varioue times. 
; ·;. -, -·_ • • .,. ~ • • ' • -.- • • - • :, 'j • • 

Before 1935 notes were of little significance in the money supplf ~ut 
... . .. ~ . . 

since 1935 ha.ve ~ooounted for .more than one-third of the total, partlally and . ~ ~. . 
to an 1ncrea~ing extent com:penee.ting for the decl~ne in the circulation of 

.. ' . . ... . 

silver currency. 
Another .v1rtually new element bas been the expansion of bank deposits 

in recent years (a· fact' revealing obvious progr-ess in the d..eveloplllEtnt ··cf .the 

habits. of the public) to such an extent that iu 1945 they aco~nted.. f'or mcn:-e 

than half ·or tb8 tot~l money stl.pply. 

During the late WOrld. war, the money supply was SUbject to powerf'Dl. 
l '! 

expansion forces -- the large surpluses in the balance of payments, on the one 

hand, and, on the other, the adoption by the Government of an extensive : 

progrelllllle of public wo:rk:e ·and industrial development. To these factors was added. 

the expansi'on of bank credit.. ' 

. study-of the d.ata. relatins to Mexico' a 1nterootional tl:'$nea~tione trom 
1939 to 1945 aholiB that·: during' the period there was a. speotaoul.ar rise in.· the 

monetary reserve of approximately 335 million dollars. 

The trade balance was adverse during most of the period, since, 

although there was a steady increase in the value of exports, a laree volume of 

imports was required to meet the needs of internal eoouomio growths. 

/ During this 

-· ; 

.. \ 
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•. ,, .'·~ip.g;~~~ pe~i~1 , ~ll;;~i tion. tQ, i;be, tore1SQ. ~JO~~' ,.ob~irl$d .. fr0111 
the 8Jq>Ort 'of O~t~ies~ t.he ·_-f~V~bie:baJAb.d'e· (ni ·~C~O~~i;; .. 6i: 1nV1.B·fbles I . '· . 

consisti~;priac1p.).l:r; of.~ t~!,st exp.enditure .. in, Mf;l:d.oo. ~nd the ;remf~tat.bes "· . 
· ;, · . i ,' . . ·,. \. r _; 1; ;~- .': , · ·: ~ ~ '. 4 ~- .,_ • ~ : , • ' ' . ~ ' . : . -~ '. ; ; i , ; ; . ~ ; _ . 

sent . by .. m!grf:lnt :wqr~;tts t!l :their f'8.m1U_es, . ~aa. the value ot :gold and, silver . 
;, ·, 0 ' < 

0 
•• O ;;• • O 0 .-l .. ~ .~- • • ~ 0 0 • i fi < : _' T 

00

0 0 

° 0o 0 0 ° 
0 

0 '- < < ' •, • 

0

: ~ 
0 

• < 
0

., 
0 

° T 
0 

0 ° 1' 

prQ,duct;tC)D. .~ere empl~~~ to 'd'dv'er. :the ·:oost o.t· Me~oo' s imports of mereha~iae~ 
.;·.~ ;11' ~ ~.1 ;. ''· -~, l' • ~. •.-~~'"';_'· '-~- , .-· :\ • '. • , <' J _' ::. J . 

· To 't·hese ·items was ·added a eubBtantia'.t amount· of. capite:l 1ntrodup~4. 
-~ .. _· . ' \ -~. -~· ._ _·-- ~ ·.i.; ~~--~ 

into '!(h«t eountrr durins the period; owins to its .. peculiar ulture 1 th.1fl ';tligbt · 
'· r·· r ···- , ··~ ,, •• ··~· 

1 
•• ~ •• ·~ ·.:. 

qap~t~e.l brouglit little or Q.o. advantage to the prodiloti~e .~rocees.,. Since e.~. 
tllBt' ·it a'ou#lt it{Menoo· ,;a:~. st'~ter: ·s~oU.ritt. and~rcni~-bie fia·caJ. ~i-eatinen~t' ·. 

than that aff~rded r'iP. the belllgerent ,or ~tl11l tiat'1oll~ ;,fr'Oi1J, ~hich, it: was . ' 
e~ed. ': ,, ·': y-... ~ ··::· ;,:'!';~' ' . .. 

"! ~ ' w • • '!_'i{' ~ •• J • ~ • • ~ 

.. .r, .· It would bave been poas'ibl.e' to' ~se the pressure on the mpney suppJ..i 

exert~d ,b,y the f~votU"abl.e bal&~We .of paym&nta}· this ·itifle.tionary. factor was, . 

b.Ol1evw; ·~et~ngtbe~e<l .b; ~h~ ·~It· ot ~ &dequate'
1 
f'iscal: pblioy-~ the 

·1\ ·-- ·-· '. --~-·.·-· ._,_,. •' '. :. _.,· ~ ~ : "_, . ..... .. 

dete~qs:tiion. t~,o'ti ·to. .!flOW. dowq." the p\lbi1o ·vorlti:f ~regre.Jn.me. · 
.-.. ~ .•. -~ '. · ..... - - '' .. ·. ·. ", ' . . .. __ . 

Te.ble 1 Mexico: Causes of variation~ in tb8 Qi~ulatiOQ.med.:lum • 
...,.... r .• 

Yoe.rs 

. . 
·~ or1~ted bt banks. . ·, / 

··~ _''·(~n~I!!ohe ~f pes.oe) · 
Annual :Ve.riatione in 
the oircilitins. ~dium 

. . 'r:' ·:149. 4 
1 179'·7 
20~.1 

. ;541.5 
·.,: •, 867.8' 
;~ .. '629.1 .·. 

causes of variation i ' ' 

Exter:o&l orl§in ·. Iat•):'.nal. or1Sir 

142.1 
65.2. 

l99.9 
. 325.8 

205.3 
423.5 

&:1\l~e: ··ttnom de :Me~c~, s.A •. 

In~faet,' b·etween 1939 .and 1945, a .:bl.id:Se:t deficit <it,lll6);'e·than · 
Boo· million peso& ·was aceumulated. arid had to 'be 'f:tnancQd. by the ,is'~e of' Inte~l 

' :. •- ' j ' • : • ' • 

Funded Piibl.ic'" De'l\)t" ~otids .. and. T~siilj Certifieates. 

The de~ic,1t inourred'by~' the 'hde:rili Govertllil.ent oan be eJq>l:&inea' b'y,'the 

fact that ordinary revenue increased relatively slowly, since it was Dl81nta1ned 

at more or loss the same proportion to catiocal. income, wMlo expenditure 

increased more rapidly., espeoiall.y in the last two years of the period. 

The fall in receipts from import duties was not compensated by a 

correspondins rise in receipts frcm ex;port taxes 1 with the result that 1 while in 

the early years of the war tax•s .on external. trade accounted for ons-thjrd of 
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totai f~eral 1-eve«Ue. they &de~[ rol-''little ~ri. . ~11 • 'qua1-ter 'in . the 
cloains years bf' the ~r~ . . ; •" '• I . ~ ' ' • . 

.. .. Tbe Y:teld of' ·te.Ds. on 1cdustry~·· jbi~h.deb:fin8d:•itt'relativ~ .tems 

durins the cloeiils years of ·the war, 'tolli.wed a a.ilnilar; &l.thousb''iesi ~~ted., 
trei.d;, as' aid···t:q . ..., ·--. ··~ua~~ :~~.tit b~d lb,.ftlat!'ve ~d 
,4~tiJa ~-~eriCa.. . ' ~ ... '· . . . < .,,. .: · 

t ' " .. ' .. . ' " . . , . i- ' ' :~ !.' ~, ' ~~-·· i-: ,• • . ·- ~ . 

· In e8'eh of these years, budget expenditure exceeded ;re~nue f. as a .· · · · · 

result of .the ine-reaeilisit·:larse ,approPl-1~tiOne ·foi- ~~ promot'~qn$ of 'educatiori~' 
. . . .. ,.,· . 

agriCUlture-- and cOillllUnicati~. ·: ,. . . . . . . 

At the ··same t·~e, State Sradta·.;and· sub~idiea (193~1945) and int-'~$at' ~· 
and amortization payments on the public debt toset~er r~quired more than ~ · 
third of the total bua.Set ei:Penditur~~ .. ·. . \" : !t;' . 

'In addition to these. t~ot6r~~·the inveetlnents 1~ s!)ourlti~e and ·ioans 
.•'. ,_ ' ~-:• .. · . : _· .:..-., .~ ·. :· /! -~~~- .. -" ' ; ._. ·_ •-';:. ··:-· _ .. 

and rediscounts effected by the Bank of· Me:idoo, played an ~ortao;t llSrt 'in the· 
. • ,··. • ' ·, • " • ' t . .: •• • . ," ' '' • . .· -~,, •. ~ ••• , • .:" .• • .,. • ·, . ' 

expansion of the money 'supply. The Bank invested 330 million pesos under these . 

heads in 1944 and ·270 mill*Qil in 1945. · . 
• .. • . • i' . ' •. .. . 

More than 40 per cent of the Bank· of Mexico's investments in 1944-45 
' . . ' 

were applied to the purcbase of' bailk: shares and bonds 1 mort as~ bonds 1 and 
~~r~s arid other. securities f':rom companies and individuals •. :..... · .. 

. . . } . in 1944 J 95 per. 'cent of' the credit grBnt~ was ~pre~~nt~ by short-

term paper ~nd rediscoun'!'e, . and 5 per cent by loans to bank~. In 19451 loans to 
::- . . ., 

bankscaoaounted for 8o per cent, short-term loans aDd redisoounts for 17 per cent, 

and loans to the Federal Government f'or the remaining 3 per eent. 
'!' ' • • • 

· . · While the tavo'IU'8ble balances on internatiollSJ. . transactions and the 

Federal Government deficits were aoting together to e~ ~t~~ money SUpPly, the · 

Bank of Menge;> ,d~().i~ed to use the ~e.ns .at . its dispoae.l to prevent the 

. ""t'-~~ti,en . of :~h~ 1.nflati~ry tendenc~Eis of the . Mexican ebo"nooq by 8» over..;. 

ex.pansion of credit. The poliqy of usins rEiserv~ :requirements as a. more .. . . . ' . .. ' . . ' ' ~ ~ ' 

effe~t.:lve. ~a~. of :resule.:tins hank crecUt. vats therefore adoptw• . ,, .. ' ' . . . . . . . . ' . 

. t 



. . . , · .. , .• , ., •.•. ,. "· . :1·1 ... ,;{ ?;('!." ;.,. f..r~, ... \~.'!, t.<h.J,·\), ·v·, . . .. 
,. · '·.;..-·-.? "'"~c ~-, .. , .. ~ . .---~t •. 't-! . , ., ... .• • ~·. , , r~. • ... !;:.:·.:: . _ • > 

-r .,, · ·.. .As.:·a 51~;, ~~~·:·it ·~,:~ot•Jt4 ;~ ,l/~~~:}.~:·:~~ ~rail'~·: 'fihe ~er,e;rve 
· · ~~1,r,men1{~ ... ~c :lQ .. I»~ .~u.t,~~~:~t.~~.l3·.~~~l,ry:t~•7·t~ ~•~n-,~i~d ~9 ~,per 

(.·"', /'. '*\' :_•_'---: ·, ·:.~ > ·'· ·: '. ' _·,} ,.'t"}"·l ~of,.- ,. _ _<,-,-:.· < ..... _ •• \ ••••• ·:. 

· oen~~ ... ;~o;~·n~. 'fnd~ ;~~:J(~~: ot ~3; · ~ ~.~~~ -~~· ,:~ of -~~~-~ .o·o.nt~t1~ :to: 
. rai,~~ "~~!~. req'llil1'Jit&n~~ ~iJ.! 1~ ·1~5 .1:t w~s ·;:;p."p~lL oetitt .t:e>r,, ·d:~~s1t baD:ks in 
'· 'th~'vacief&f District~ 40 ~ ceilt tor banlts in ·~itie~ where there ~as 'a.branoh 

. : ./~~ ·~:~ ~\;~~oo, ~IM\.~35·~r 1~~!~.~p~r ~Ilks ~d.n .. ~~~1'.~~. Vh,~e ,~~ere was no 
... ·-,.·.~~'OP.;C)t~, ~r~~~l ~~~· .r •. ~·,~~~J.~. ~s~.·a~lieii tq. ~v~~·~'b~131 1~1;lt 
~ ib. t~eir .~~ the maximta c~ot7 .. reswre r"ui~~ wa.e lO":Per,··q~u,t. ; 

",~,}- .~~,;_,-~:i/- .. '-.·".~.--~~ .• ::• - _,- ,~ _· _,· -~-~-: ""•::'· .. ,_ .\·· -~, .;· __ .; , .·,.'~-.-.... ·:r. ·•- :~·:·. <- ,., 

Ref'e~~)e ;J',,U. ~'- ~ bel(JV tQ,: ~~-n~. ~~t.~~·;~ t,he.}JUQject~·,, -.. ;Y. ': ,. 

, .. ~ . ,.Tile :V.olume ot .. ~rt!dl_te ~~e~ed. ,bJ. ~~ ~nta:.in ~~,.l!lqd·~~.'~~~ed 
.,.~-,··J :·; t' -~ '-· . •'t :. - •' ._' .~ ':' -~··. '- ._.: ·.~--- _ •.• ,.':-_,, •..•• <· ... "\ t>:~·-- ,._ .... -'~·-- -·· 

ilhe totai am.Ount ·of :th&ir 'obl1ptions1 but art~ the ~8Ql8t~~s re~rding · .. 
. ,' · .. ,--.- -~· •. -•. ·. /' : ... ,.. ',· -.~l;!''..' .. ·:_~'f -~ J.: ~~-

tesene r-equirements .aame into force tbe p,roport101i ot oredits to obl·issticme 
~--+ , ' .•. ~· . •' ' . •,.1 •, :·•::" -~·-' .- :_ -. ;.~.,,.1;\; ~ ;_'-; t'- ,; .. _ .·- ' .. ·•. ' .··.L_. ,." ,~ __ ::: ... _'. • 

":·-,.·~ 'b'e~ t'cV't$11 unt111nl945;thft1.w•"·a lit~le.iirer 't~o-thi~s of to-G~ 
ob'l'isri~fOai(;· .. · '., . .~·:') ;;~ ' . '"' · ·. · : · . .:·.: -'<~~~. :~:~ :~ · ·. , ..... 

Tbe anmt.al rate or tu.mover of' O"~UTeo.t accounts tell ;t'Bpid17 frdm · !.939 
·~' to ~J:94,"'4tw:·~ched its loW~t po,.nt 1~ the ~t~r : 1~~ :; ' '1 . -: ') r . ' 

. . . ' . . ' ' . . . - ' ~ _ ... 
,,.,. .... ;~: :ccDpe.r!~on·::ar the ·t~s for.ille.oGi;PUJ.$or.r:·~e~erve'::~tx\.~r~'~lie 1 '~ 
aottia:t re~erv.'diPtisit~a: 'tii ·b8~~:~Ath ~-;~'*· ~:fueftc~· ~h~s t1sAt·.,:tR~e':1iis 
& 71faurpl.•:;·<;t· re~s ·r~sins t~ a peaii/tri'l945. . . · . .. :~,;' l 

The 'baDkill$ a;rstem. increase~ its li.q.uid.itJ·/ .~hie~:.wae lii.~B&$-.:,a~J i'o 
• .:/. ~- • # ... ' !_ ••. _ ~ • /t -- ..... ,_ --- . ''-_.· ~- -~-:~').,·}·.,· .: . ';.,; .: .. _: , .. : .. . ·: 

the'· .f'aot thait · it was impossible to ~at ~e 'fUnds_ which. were being depos:l,ted 
'_>_ -/l. •'1:,· .':"· -. :----' ~ ·_ ·. ·~:· ........ '·:.: _·;_ ~. . ,--;'.> •. . -. . ;':: ·: .. ·:. -~ : ~ .::{-·:.:;~t:~~~~-:~· 
· itt inereaaine ~te ,b:r· the ~bl~c; · 111no.ei except. t.or certt:;-in ~ype~ of . · 

»' , •, t• I' •-' ' ' ' • ,.,! · .~ ' > i •', "-, _: : t . _: , ~I' , ' • ."··."- ,'_ : • ', I ',,; ) : _. ,· l. ', ': , •,-,'' ''I 

eP&OUl.at1v4!. investnieut ir(~~rc18l :Pftper all9. real estate,. operations· in Other 
~· ' ' •.• ;· ,, .' _.,~~- ~ • ;." _, ,·_1 r .• - ·.( • ~:~ '-' ·-~· ; -~ ~-~ . i' .:: .: . «,, :~ J',_ ·._ .... _ "~ -. 

aeot()rs vera al.iloat canPJ.etel;r suspend~ as ·a ·r~sUlt qf ~ba~o.J:es. ·cl"eatoo. by ·the 

war. The su.ooeaeive ineree.eee in '~il,•.reserve; requi~~~.,.'$.1~9 ~~lp~ \o· . 
rreeie a t.ccrisitterabr& <:POI:t10rl :or· :th& &lid~ held. b;r banta·.·.. : ·~: :. ·. ' 

.. ,· .; •1~- . ~--'· .•. ·.;._ • _, ' ~. · ,··. ' .• , ·:· . •.r\ ·_ .-.. ·, ~-- : ·. _: . J:;:_.,·y !-r-·_;_:-t_i; ,"··•:-_.-; 

~· ·. ~ · · Prfo•e beep.n to rise in an uneven rate as earl$ ae l.937 1 bu~· .. the . 
greatest increases '1.tniiouoteu:r .. oc'Curre~ 1n· the ·iar :rea~et ·iri ~rt~CUJ.a~' in i~3 
anrt·l944:.W'hen· thAt aun\l!d rate of·'itl:e~·~e;··waa 'between ;20. &1ld 22 per ·.cent' •. :::: 

Atter the deprec1at1otl of the peeo"in 1938, prtoetfbeg!lti to· :rise·,.;·. 

elow17·· unt.tJ.,.~941 1 a:tter. which there· :wa~:a sllarl)-up~itis ..rh!~~ ~~bed 1ts peak 

'in 19~3-I~. 1Alt~ prices' coilttf1Uea. t.o ad.tance :11{ 1945;:·~he fate:·~r adVance 
W'aS J.'ess..'the.D. .:bf the" t¥'0 ':,W.~inD wear&. : , .. • / . '. ~ , ! :· ' . : ~ , . ' 

. . ' .. · . < 

,. "'0 ., ~; ' 

. ; '•. t • ~· ' . ;;. --. ·. :~' . 

' .. :·. ~- ' ' . ' . _, ' J t •' ~' • ' 
• ;-- 0... __ \;. ,._ ,;· ~' <;·~ 



· ,_,., beha'r.four ot J,riees might- b8 ezp'Ut.i.~ · 'W'· tllf, steady expansion of 

' . ; monet'imomes eoulie~i ·~itii":t~ ·~i~i~e'· ~o~a~~ ·£t'·:th~' ~~~~:Of good.s owing to 

. t'h$ eombt:nea ~fttrct'!df·'·lie'~~ {!(~,: ~datthe'"~.k_i:-ilbti~rt '6f·''im~;:t·~.'·:. Thi~ 
:sitUation· :wBti ·~ ;·~rEii~it~hti~·tt \ktt: 'ch~~~e in ~ 'cutstii~ti~~- ~~F'md~l 

·.:lnl:omes r~sult:tng''f'rom lntlatibri/ wll~rih 'g,;.e.'ati,. tav~a·'certain ~·~p~· 'ai· the 
. ~-- _Jk>_~ation, -- ;_: Y :~:· --- ~- -~ · :- • ~ ·. • ~ ~ • .... · · -.~'~;-... ~ ·-. -~ :l.~ · ·.. • •. ~ . 

·~·:- .·.,.·,. · · ·Tb& ~~rkere ob~tmJd.: aarne· ~9v8ment.~ th .. t!i61:r·ri~~iwaae~·triutj:~ t~ 
·- < . '~ ~-- ·: . . _.:_ - .· ..• _ -- .. ~: "_-.- ·-. ·~ .. " .ll:•·"';· ,.. , ' 1. •"""f ........ . "!_ -.-.. .. • '"!-~ -_. i: 

·t'be .. ct:ab:S:iled ·eft&Q't ·ot 'the' P.oares5 1!184e·'tit the· lllitional·eo¢nomt, hi~er prices, 

the' prot'ective act:tOil; ~of'tlie State ;tiiid 1irea6 .. uuiou pi;~~s"u.i-.9;' ne-vertheless: 'as a 
••• ~; ~~'., ··.•• ~. -~ .;~ .} • -·· .·,-~·.' _---.- •• ,. ·,,_# .• • ......... ·. ~ ._ :~·t.o ' -~ .. ·<. 

result of 'ttie·~adt·-rise in t9'oost of 1ivins.., w:hich has ·~ne~~ed more 
·: • , '\ ' . . ·l . ,.- . '. t :. "'' -~- ., • • ... ' ,. • • •. ' ' . ' 

ra~)idi7 t~if noniiaal waseu:t''all" re8l. ·Wa.sei!i' fell 'sharply~ espeoiallf 1~ 1942-~~· 
i . _.:_ ~.. :-, . :- r~-' ~··.·· • ... •· •• i ·,. •' ('_' _;.·~: ,l •,: • d. ,;·_·A~-~ t .. '4.: '~- , / ·., ~ ,._ .. " .. ··• ··'"' 

~.~~ Rre~&n~. s1~~~l?!!. .. ~f~~91:·:·~;' .. ·. .. .., . './.·:·): ._,. . ..'<, :. . , . · 

· ... ~~ t:D4, :er .. _,the .~~qPD#.:·~~?ttd W,~ -.~~ ~ b~.S1x;m.;t~ ot. ~-· ~ .p~se tp.e 
pr1ne~pal. obare.oterietics of wh1ob, from the ~:ey poil',l.t of Y~#· w~· J>•~ 

considered b~l~~~.' ~ :L~·. . . . ,' ....... .,, •. : .. , ·~ , , . . . . , 
In tile fir~~ ~tage ,. C.oveJ"~.~:, years 1946 alld J,94'h ~ expa~i~ of 

I • 

tbe .~~ s1fppl;y1 W:~~ !~ pe~n~ s.~s~~d: .• t~ ·OT~, tetl ;ree.x:s,~-~aa interrupted 
$fl4 re~~ bY a. cq¢~cti9u, ~~& ... t~·,.1n. ~ ~~ano~, <>£: :,pa;;~t,~tsl :. t)lis. 

•' . • '.. . • -":. . • . . ' -. .. . ;. - . ' ,-t ... ' . - '. -~ •.• ' •• ' . . • . . 

movement was 1 however 1 UJ.rs~JJ .pffs•t. b;r .. t~e inte~+, ex.pansion. ~suJ..~1.Jl6 ,from 
. '·" . " . · .. 

.. ~~?b~~ialbudget.a.erig~~·, ... : : .·. ·:.: .·:·.":·.·· . 

. , . Demand ~~JI.o.s~ts t:?~~ '\>J"··.!'PP':'ox1matel;v 2.9_0.: ~i.e~ p~e~.,. w~+;J.;.9, ,t~~ 
volume of_ ~es de9r~sed by olll.Y ~.5 -~~~pn., en.; .the; o~h~_r: ~nd. ~. the: r.~•, .of 

. " . . \ ., .. ' . 
coic lll circulation increasad bY 70. mi~lion, ;p~~os l!~r.l~. nev 0,9;tpage wa~: .f.,ssued 

·,;-- -- i - ..... , .• _ ~. ·- • :~.. .. ... :;.·,.., ·7-,{_, .• ' - ' .,... . ~ •• -:· - ·•:. , :" 4 :t., .. ~ 

to replace parl of' the ~59 m:Uli,on.,pes.os. w:or;th of. s~ye;r C?un;eq.oy the . ·~ . 
4S9~~~~tion ~f.yhieh was. d~~~~ 1-n 19~5. . . .. , . ··: "' 

,wr::- '.:-_( ,._ .· \ . 'IIi.":;. ~ . - . . ;. ... •. • . . 

As the ca~~'~ ,of;~he -~hortage o~. im.ports ~ie,epp~ared.>;~b~c;tl bali been 

defe~ f'OJ' a .. long time ~ther~ IpODlentUIJJ.; the re~~lt~~g d1.sequ~1br1um in 
• -:. j·' : . . \. ... • - ' "~- ',..t' ' ; •. } ... . ' ,. ... - .. - ... , ' 

. the .~!10& ~of. t1:ade ~a so ,gr~'tf tlaat.in. ~~· two. :sear: period 1~46.,47 alone ·the 
. ' .' . . ' ., ' - . ' . ' ' 

exo~Sfl Qf imports .o-ver exports~- almost.twice .as. great:··as the aocum.ulated• 

adverse ~e f~~ ~939 to 194.5 •. · , · ·, ~ ··· ·· · · · 
. Tl:\~ f'~vou;re.Jl];.e ~~~ts of gold.e,nd.. sU.ver produotiQn .and ·inv1Slble&, ' . . ~ . 

pri~ipallJ'. t~~rist. e.JSpendi t~A? aud wor,~ers• · remit_:tFmqes · w:.er.e. nQt' .~&ut'&'1cient to 
. .. ' . . ' . •:.. .. . 
offset this adverse balance, despite tltfh'· f&o~ ·t.he.t -~urist ,exp.efld~tture and · 

remittances were much higher than in B.IJY pre-vious year. The exodus of short-term 

capital, which began 1n 194~, continued, although its effect on the money supply 

·W'e.S. p&l"tl.1 neutralized by receipts of' otller, alld particularly long-term, capital. 



For tile two years, 1946 w·:1~., the adve~e balance ot payments was 
250 m.tU1on dollars. '·:·· ~: ·· · · ' · 

" . . ' . . . ; '"·. •·. 
"·.~. :·'·With the:.;expaD.Sion of cridi:t' to 'firianaa:.tfui. bee.Y7 iJJWorts, the prt16te 

bil~·.'lieSJ.n to l~- iitutditr rap:!.dly /~:1nc6 ~ t~nk ~t Mexico mAintained 
. ; ": .· ~-.. :.: ' : ' ~- . 

resene requirements at a high level, am at the. .same time adopted a selective. 
\. ' ' . . . . '· ' " 

o~~t ·policy ilea!- to al:IAJlnel Credit t~··pr.oduotive activities, in .· · .... ·. 

partJ;cular agriOUJ."t~ and industry. 
·· 01t-cula~ H~. 1043 of 24 December 19.46: authorized deposit and dieoount . . ·. . . 

banks al'ld sav1n8& be.uks to 1UYeet up to 15 per cent of the leiJU depos1 ts in 
oert1f1cates w prcaisor,y notes issued by the Na<Yfo~ i1~i~H:z.··~ncd. ·.•· · 

··- ···.· :· :··,·~···. ··_· _: ,: ·· · · · ·~t--!- ~ · :i \ .~ " .. :-~.·. ' .. -. _ •_,_ - .6; ·· . a~ ' 
· Naoione.l de danercio lb:terior a~ !aneo Naoi~ de Oredito A£ic&• .. · , , . 
·~J·~:~·."', ;_.•:;_,:~-.- · •• t.; ._ ·:- --·.~ ·-- ·:._,.~ ·:·},- _._., .... (· ·- - ,· '.' l.·i --.-. 

· · · ~nks established 111 the llOl"e important atook-rais1g.s a),"8as ,ere 

permitted to invest part of the le&U cleposits 1u loana to ·~~~t;Le ·~~~·. 
,'· ,·• ; •. ,{ ~- ;· .. ~:·:'. .'•; .. _·,·", · .. ;.~:\•} \~,\ -.1 _",'/\~:-.• :~·-.:~· ... ; ,.-~ .. -~~-. ·~; 

In special. Ca'sea, the1 were autllorl.z~ to make 1nves:t;Dients; subj~ct to the,~ 
.... ··~\.: .:·!'. " '. ·:.~~- ·:··;.-~ ~-) -~ ... 1·'· •; ',:_:_~· .' :.~·:_·~' ·1-. t' ~·;:.',; 

. oOrid1t1oD.s, in credits agriculture and related 1nd.u.atr1ee, 
··-···~·· .. ·"_'-'',''_• t ,._ •• ~. ···-~.~_ .. >.,·.· .•. _ . ..:._-•~.-~:.~.~ , #, \·' 

.l)Q.. the other band~ t~ llBilk: _Of Me:riCO eJ!jpreSsly recalll)llend~ that ... 

depoelt ana 0.1sri:o~ be.bk:a .h~ on ·;_; ~~~~t· ·~nt ccmJle~i~l credits tpr, , 
-· ~ .- ·- • • • •• ' --~ ~ • '. Jfl' ·' t f d 4. :: : ' .~ • ' .. - •. ' ' !·' : . ~ , ' - :~. ,.. ~- .. - •' . .-. 

the iDJPortat!on .of mOtor oars,. reft"i~&tore, furs; wine and. simi~r. articles. 

·, , :. In 1947;. th&~ wa~ a rezaarlmb~e inol:-eaee·. in the yal.ue of import.e. to: 
f ~ 'l , ;. J / •; "* : ' 1• I • ,. 1 , : , ~ • "· I • ' , 1 ,, 

93' per cent above the 1945 level~. In the, same period, however, loap,e Sl"8P.1ied. 
·: ( ···: ~-._, .·:- ,··~ .. '; .···. '. , ....... ·. ! -.:.~·, .-· =-~ ,'!..-·• ~ ,: - ·. ,; -. ~ ~ -.... ,• ~'. "· .':' 

by pr1v_ate b;&~~ roe~ ~1 ODJ.y 29 _per ce,nt, .a fact. wh~S'~ 1" .j:..o .be e:~t,plai~~- by. 
t~ u.tii:11ati~ of idle ·fUnds e.o~ted du.ri~g :the, 'tlflr. ·:.. . . · · · · 

•' • ,, I ' l ..,. \ .i·,.,,· •. '. 

In orde:r to prevent the balance of payments defic~ts ft"CIIIl leadins to 
a defiat.1ooa~. situation, the ·Go~er~nt- ~cc~le,rated ··its ~ll~~~n~a. in. pub;lic. 

works~ f~r vhioh 36~~:. per ~en~ of the total net ·e.~iture,.~~. appro:pri~ted .. ·• 
in 1946 atld 38.2 per cent 1n 1947. · , . 

· . '· AlthO~gh a. ~ius of .145 mlli1~n·-P~~a ,_,as obtai~, 10: 1946, the 
' ,. • ,_ t ; .: • ~. '. ' J • ' : • • : 

next flaoal·year closed with an estimated deficit ot approximately 1?1 million 
.. ~-· ' . _.. ., ~ ' ~ . .- . ~ ; -·~· . - ' .. "'~ 

pe~ 1 vh1oh W&fil met bf fssu:tng ·InteJ'IlA~ Public Debt Bocde. 
-. 'I} • . - • . • .: • . . • ." . ~- \. ·-· ' . 

/ Table 2 



Table 2 Mexico: Causes of variation in the circulat1n& medium originated 

~: . t; ,_~. ~/ ·.:~, .• , .. ·~t.-4~ r· :<:: .... > .. -; .;:: ~l~ ~9Jsa.·i ~ ~ ~ .. :/ .. ,_ ,-t 

(millions of pesos) 

Year§ . ( : 
., . . " Aqn!!e.l ~ea1(1ons: il:ht}:le' ' ' -~ ' ; Ce.UESEtS of' ve.rtatton 

· ot'fbule.t ns m~1WD . . . E;rternel. . . . .. I1lternal 
';',•; :···· ,_·, .. :. .. .If::;· 1

,:.·'·
1
J .'" :;f'·. ····. ·.oria1ri'·' ,, ', ,.,··. origtrr 

1§45· •' , ·' •,.·· '229:6 .;~;> ''. ~·· , ~4~.':i·: '.~- ,, I . 2'i}.6 
1946. , : ~· 1 -.:.·, ·.~ .. 78-.;·. , .... . ·50'N4 : .,., ··428~7 

1947 - 22.1 .. ~··>:; .... ' .·-~34i.·2 .·.; .51.'2.1 

· dt~~~ .'. ". -'~i-:~·· ··· n, ,. •' .·! . :· ~~g~:3· · 6;~:~ 
1950 •',, , , , , 

0 
, • 

0 
, l, , ,' • ~~.,v ~•', , . ' , 

sooree: ·· Banco de Mexico, s~A." , . .,. . . . . ~. .. .. . 
·.·. Pric"es;- tlie upwara :movelbe~t ~f· whtcb began to slaokeb 1D ~945 

1

~~0ed 
. " ' • . '1 . - • ' '; ' .... : .. ·.. • --.•.. , ;· - ' .· ~ ) .. • ' '. ~~ ' . 

impetus 'in 1946. and 'from 19~7 ·on· ':rell· 'veri slowly owing to' 'the continuing effect 
c. ~ -.... _1' • ., ' ' ' • • ' ,.. ~- . -_ ,.,, ... '"' . :' ' . ' ; '· . . . . .,_ ~ . ~· ' . 

of taon~tar;r faotors. . . . . . . ·' : 
• .' . 'I ''I ' ·' ~ ', ' ' • ' i 

' . ')·~ ·In 1948. tb~ :e~nslob 9f the mo'ri~Y . .,,UP,Pl.Y was resum~ although the 
' •• . ('• ~·· . t't. J:.-"': !.,1, ~ ... ~ ; .. :.-... J'>. ··:· ·,;.:'' ..... •• ' , .. ;.:· ·'. . •. ~ ' ,\•. ·. ·.· . ' 

l!i.nnUB.l rate of iDcrelise did not reach the lev~l 01. the W8.;t( years; nevertheless, 

b;y September 1950, \;Ji~re;'~ere; 1,.4oci':~1lii~n m'c;~ ppaos in circulation than 1~ 
~ ~.. • ~ . ' : '·,•", . r. • . :'1., .· ,, .• • • . .' ' • ' •. ' , . - : 

1948. Of this amount'' 10 per cent ooneieted of tnetlt1l1c CU.l'l"(;)noy while tbe 

remainder we.a divided 'e lmoet equ,;{i,. ~tween no~~ .~nti ~~rre.nt eccpunts. 
· ", 'At·tbe diseq~il1br1um in: tbe·-~lance of p63JD~nts continued in 1948, · \ . . . ... . . . ~. '" " ~ . ' ' ... ~ .. .' : ~ . .. . l. ~ . . " ' ... 

tbe money supply might· reas6nably. have been e~pec'l;;ed to 9<:?-qt~~t b?-t: .. tbe .f!.doption 

of 'energetic measure& 't6 corrc;ot''t'be 'ais~qu.ii'tbrium, 'the expa~a~o~ of' cre!ltt .and 
. .. • ': , • • t • • {" ;• ~ ~· , •. •: ' ~ 't,·' ·~ " ' . • • ., I • _, 

the substantiat budget' deficit of tnat 'year wboll;y neutralised this force a'Qd . 
even led to monetary e1pana·ion. , . ··~ . ' · · : ,· . . .· . . : . . 

. ' •, ~ " • • _- • • • • :· : .t .. '." : • . :\' 

· ,. : Substantial changes in the ·te.rtff system, put i,ntp; ~.ffe~t .in. 1941, . 
... . ' :· - • ' .. .t. • -! ... '. .. • " . . • •' • ' ". '!' • ~.. • ~ .! ' .'· ... j 

'prOhibited the importation of goods classed as luxury items and reduced other 
110D•e8senttal imp~ orte t~ a; ul,inl~.: ,, ·. . ' . . ' .·.. . ' . . . . 

Tbe effectiveness of tbe measures previously 8dopted ,as· greatly 

etrengtbened b~ the <le.~lu~ti~n o~ ·,tbe. Mexican. peso on 22 .July i94B, .wben tbe 
. .. ' .. - ~ ., ... .. : ...• !· :~>~ •.. - _~ .. )· .. ·-~·~·· .. ·-" .. - : .... - • . .'' ·.. . ~·. ;'_ ~. 

B'a11k· of MeX1oc)·w1tbarew from the_ tore1SD ~:xcb~~ge ma:r:ket. ;.·.,: .,, .. · 
~~.· .... ~:"; •• :_._;··· -·: -~·-· '· I' .... " ' 1. !! 

Tbe restoretioh.of the equilibrium of the balance of payments was 
achieved lese by 1Dcreased exports then by a marked drop in the value of imports. 

Tbe reduction from the 1947 level is estimated at 17 per cent in 1948 and 

a8 per cent in 1949. 

/Greater 



J/OJI~l2/?1.7/AM.8 
Pase 63 

·. · · -, Q.relttt;r;ifld'fft.ndtYlmisht PG'bltl.la·;h~-ve bean made ··in .tn.e-~:va:lu& of expo~e, 

ut)dor-·'tbe proteotton<ot 'de'Yalu&it'iu:ir tt·ln tbe 'first 'half ·of 1949· there had. not 

been a fall_ ·ill ·the"Unitei' States. prlaee <Jf J.teme, ~b· as,1oduetl~~e,L tu$'t!ils'·and 

8.grttru.ltttra1 pl"'O.ucte ., ,lfbtch, oo1;1et1tut(J· tbef ~bu l.k·- ot :Me:xtcan ;export-$_. · 

J»ymet$11,.was :obtl\inea 1t.t :1949·• . As ill··pftvions·,~re,•. tbe·;·most:·'im}lortab't ..-•! , :· ·· 

surplus 1 teme in the 'balance of pa~nte wel'e gold and eil ver production',- · ., '' .·.!. 

to\lrte.t !e:Qendt:tun.: and .vGrkem • rem1 ttaDcw. .-: '·~ :· "· · · 

-.<·,;, lJ.1 the '$!1c.O:Dd,·baU of. 1950 ,, events,,in Koree. b:roogbt an· iirlpa:-O<vement. ;:i.'Q 

the·!-~e1Qeee' ei:tuatto'n.. :Bank rese;r:"Ve& rose. to .:war•t.tme le'tels,·as.,·tba'resul;t:'of 

a bee.vy_,lnflow of. capital ·.wbicb .wattt exported. .to .M,x1.oJ> in:~- ~tetapt tto.. avoid;:·· 

the new regulations neceael tated by the exiattog eme:rsency.• · ,:. · ·~-~··· ,• · · ' ~: · 

:. ,;_ '-'•:Import prohibitions ·ana. reatriot1one :bfilosme•-leae rigid ttD'·tbe second 

half ot'-~1950 because ·of ·!the strenatbened pos~ttoo resulting. from 'ttie':,tilcrease-:-·-. 

in .l'i:laerv8.e·• ;and -shortly afterwards the .autbor1-t119e announced the cottrplete ,, ,·· .... 

with<U'awa-1 ·of, tbe::regulatione in vieW'iOf·,tlte· :tact that ,tbe ettue.tioo which ::l:ed.: 

to their imposition no longer existed • 
. -., · : _ Thare. was ·.e.• (l'le.rked increae&" in the ·demand· for. almost e.ll''erport 

pr.Q4uQte. and in- their prices .on the. 1rrbe:rnatioDltl: market. The rise-s -were mosti, 

mar:)ted:.'!Jn tbtA caae ... of mine:rel.B, cotton, ooffee and: ather:e.gric'ultura:t aM live"' 

etook products. · ·. · ·· ··:·· :-.' · . :•:• · · 

-.. ·., The :voluitlee of goode exported, whteb were rising -X'ftpidly. fl'om· January 

to SeptemPe.r 1950, are. a further e:xpreseion of. tbe same. phenomenon ·re"U;1till8 ·. ·.:· 

from the international situation •. 

·. flle "infla:ttonary tendency ·of: the ne.tt-one.l economy ·could ·not have been 

et.i:minated•merely by ~o::l":racttng the ·disequilibrium tn the '·balance of .•. pe.j'lllente; o: . 

. it .:we:a aLso ee-ilential: to ad.,1u.st tbe publ:ic :finances to ensure ;that. tberEr; -wou}.d:·· 

not be a def1o1t. -in most~ fln8tlotal years and~·to ·uont:ral be.u:cred1t in o:rder ,to·· 

d.ireot · 1.t into. ntm~.spemllat1."te '.acti:vittes. ·· . • · · · · · • · ·· 

It aay be said that the Govel'!llDent' s .tax pol:icy ,f"l:'Qm 193'9 .to 1946 ·· 

had lnaufttoilmt tmpaot.-ou, the'· consumpti.on 8r.ld investment-. ee.:pe:eity ot the 

Private ecotH::HOJ; to ·a-llW.' the publtc ;workS -~Pl"'Sl."'&lliiDe to·::t~e ce::r-l'ied-.out wi tbQUt \ . 

reeorttng·tode:l'lctt ap$ndtng. ~ · .r " .. •· ·• :-:· ~ .·' ., 

) . 
/In recent 



, .. .. ·· · In, .:t'e13eo'b years (1947·1950) go ..... ~nt: J,"evenue ha• oon·~tituted an 
i- ,, f - ·~ ,.. •.. f. •• .-._ t~' t· ,-r.'.(•'\'·· ~~{:·;·· f ;.-- ~":·!~'--t~- '( <· ·. ---:~;~_:'!._/• 'W.·-.·:t-..,',,_.,jo"'"·~;~~--

:1-.D.~Ji't··iJ)Sly larse PrOPorttOn':ot ttte' nati-QnaLtl)c«)lpe:tn ':t,~ms. O.f·IJOney•;, ;h&vi\18 
.;< :- . -~ ·< ', ' '":.~ .· ': { •.; ·:~~·~: ~,,~- ':t.:. . .. ·.·--~~-' -0.~!! -1'lt,•..::,_ ~:-t,' :.~·_,:-.:.~ .... ~:;.~: .. -... i··);!'. ;-_~ ·.~>:~ '~ ·:·: .. . ·-r.:·; 
r~r~.:,.f'~: 8t~~r. Q~~tt~ ~~39~-~~ ,~1~~ ~7~·~iat.~!}9.~y;' .~'l:'b.7)~hw~~- ~~~·.~~ ·,:: .. •:: 
possible by/efforf::,e made, .wi-th very ·ea;ttsf'aotoJ7 result.&,. to: 'lJ.Jprove me-t~?ods. << 

;· .. · . ~- -.. :-· ;. :"; :.t· .. •·:-: -~ _,: ,·r· :· '. .: --.~;-*ti_ ·· ·.·\.7~: .: ., : ~-: · "'·.t~.:.:-.. .,~::-·;<· 
of. ta;r .. c,qlleetion .aQ4~84mint~trat1on .. ·· New .'BOUl'C~.s .ot· revenue were ·e~tabl1shed., 

• -~ ... 1 ··~-- .··--. • •. ·."' : .<::' i·:'- : ,.\. t ....... . _;-_"":, -~.- :--_··.._.,i...t. !>,:~·:~ ': "~~-~. ·~· '~ -:~ .. ·~~ 
and an atJJO!!Jphere oODdq~ive :to_ better. ·relations bet~een .:the ·State aud.· texpeyer:a 

• .. · - • , · •.• ~ .. -' . ·r.. 1 .c- ~·"..,. ~.. • ,. :.·-~·· ··.r .. ~. ;.· - . ·:: :·:·:. ·-·1·-- .... :.· ~ -~·-_. _:-·:~ ."·.:. 

was createfi... ', . ... · ··. ····· ·.· ,.: .. :.·.·.·'·.--i' 
', , , "' • f' -... ' ":"· I . . 1 ~:" II, .) 

· ·· · AmOng the numerous te.x· re.foms,.·tbe moat i~po~tlt,~e;ve'.tbe:~meaeure8; 
,,1\'te.'\)lisbing the· 15 pe~ cent· !l val~ ta~ ~ expa~e ,· ibe. ,;c~~e ',P,~f1 te' Tex 

., ' • • < • ... ... • • ... • '. • • ' • .. •• -~- • - ... •• • -- • • 

Aot, tbe. I!UIIendmente to the'.IDcoawi Te.x:.Act, tbe·Act respeet1ng te.X OD''&:b&-·oiiloome 
.,, ' ' ' ' ' : : ' \ ... , > ' '. ' ' ' ,, .. < ·: '' . r.t : "' •. : 
of; ~utoQ:Iobtle-aeee~bly·plant.,, and the. ·replac~ent of the Stemp· al')d Purc!;raee.;;; !\ 

't. r '<{ ; ',' ,
1 • < _, t •,,_ . 0 

' 

0 

':··,· ~ .'' '/ •, -
0 

·:'-- • ' •• •
0 

:"{ 

0 

' 

0 

\•~ 

Sales Tax by the Business Income ·Tax~ · ·, ·. · ,;, ~ 
-~.' • '!' .... ·•. 

There was a remarkable rtse·in government. revenue wben·the·ftsoal 
<- • • - .' ,.. • • '. ~ -' ••• _. -, ' • • ' ' ,; 

ref~ms -described· _began to. 1:.ake etfeot; , taX' ~ce1pt.e , increased· 6: per ·ce~t '· ;, 
._ ,. ' ~·' ·< ·:· ·..:: • ' '... . ,,- .. ,_~~t-'"'"t\.. •'. • ' t • •"' '"1 '• .'. ' ·, • ';; • .. ,·. -~ 

from 19146 .. to: 1947, 10 per. cept :trom.·l~7 :to 1948, .~ 38 per cent .from.l.948 to; 
'T ' ' ' . '• • ' -,__ :. t· ~·. ,.'o l • ~"·-;.,;'";:_ ' ,' ~ "'. • : :_l' - ,' ' • 

1949. <tt, i.EJ estimQ.ted that tbe p8:roentese \!ill ooDt111ue to ~nc~ase in t~e , 
, • • • ,,. •• -; • , ·..- : , ~ .;r , "' ' , I J t . ' •,; • • 1 ' ~·-I < .,• ~,:-

1950 fiscal 'year. · · ·· :. ·. · · , .. 
·. I ·'• 

. During these years, foreigp trade -oontdnued to. contribute one-fourth 
r·. . . . . ·. . , , . " , -: .. 

ot t~t~l, ll'odel'f:'.l revenue; . te.xes .on industry. and ·tncome accounted: to~ ovet-•Qpe~. 

tbl:r:d of the ~~~l-11be ~~tna.&r being' d~rtved ,from th~ ~us1nesa ·ta~,,' ~~f,ltJI . ·. 
and ~tber ta~~_,·, p~~eeds '~~d 'duties. . · , ... . . , 

';' •• ·1, 

Tbe Internal Public Debt, which had risen · coneiderebly .:f~ ·1946 t~ 
i94S ,, :.~tnea. s.tattonary: ln l949 and 1.950·, and, in the ·case ~f tbe' dQDI(tS.t'lo 
floating .debt, dec~ased ~e e.mort12at1ons exceeded' ~e~ borro~1ngs,, , .. 

l .: P;J;"1or .. to·l949 .the Gove~ment bed not-'~~lized; ita ob'jec,~i~~ of ' ' 

~lap~~P&. ,the bu~t ~t a· l~vel at ~b1~b tt woril.o. ·be un~~esaa~· ;to reduce. ~~s ., 
• J; -· • , ·' ·,-; • • • : • f • . • • , ; • . ·, "' ' I, ~, '• .• : • • 

il)~ltflien~S in CODI1DUD1oat10nS 1 . eduoat'ton and the ·,1lti liEatton:· of. wi;er re:eourc&S • 
·- ·.'" -~~ ,1 ) • >. , .. ·· . ...• ~:t:(· ' ;• . .-.:~';"' .-_~.. _: .. ~. 

In ~bat. ye~r, h,owe:ver, a surplus of 133 ~1111on ;pe~os. we.s obtatnecl, :a'Qd. 1:t ,te . · .. ••· 
,' ~f ,.' • '·, · I , _''. I , ~·/ *' . ,· ~· ·"'·,;; . .,":",' ,:_ .· 1. 11

, -~·-! :'".·,l,-J~ 

estimated, on the baste of tbe prel1m1De.ry f'tgures ~~t:~abl&, '\;bat :tn lQ5CJ:. tb.~,Ji 
,. ':. > :~~ .··- ~ ~- ·?' _.,-, = J •• ' -, •• ··"'.l_ i"'"; 

surplus wtll \le DQt lese .th~ 2<N .m11:11.on .:{:!eeos~·: ·· ·, .·· . , ·' . , 
' ". -'---~~-... • '. . ' ~~-, -· . • ~-.~"' -:• ..... :.~} ,'_-t· 

; In the, last tvo yea~,, the Wbl1<; f1\3ftnO£t~ ~v~ ··cea;sed tp .. ·.~. one; ,of. 
· ·_ : • • ~ .;:, • • ... • . • !t ; • •·• .: ... :. ·: . : • i :~. ,; -.~_. -~·.r· ~-' ,\:~·:".·-./ ~:', · ...... · ~ · .:· 

tbe trad1t1~al, 1nflat1~ry rf'Orees :tb~at~O~·t)8 ;the Me:Xioap economy· •e.ncl tbe.ir 
'· . ; ~ . • . • .. .'.· ' • • ' ' ... .- ;J':::._~ : -1 .... ~ :.:(:~: ·/f;_ :':: .. ~--:-. ·'·~·. . •' ' . :~ ." 

reaouroes are being used wt th increasing efficiencY :~o ,~often t.Qe 'impaqt of 
' _.:~ ~- -; r (r ,_:_.. ~- : ~ -~-; ~: -} -~· f' ~~· -:)· ~t;.:. / 

monetary devalue.t1op and to oorrect the effects of' tbe balance of payments 

~s1-t1o(.' 

/The Bank 

'• 
' ' 



Tb.e,Benk .of ~;ico•s credit policy bee 'be-en 4ea1gned to m!iintain tlle 
.,·\·~·· '.:.·.~-" r•:';t-.:r~~· ~~·-i '"':.:.·-~: :;.:d ,·.,tt>\~ .... :; .. 'i'·l··"'.-."':<. ·.·:. _) ·- .• ;": \.. ' 

quantitative :r;eetrtctiotls already impesea-~ on· the· prt vate '>:banks and tbe earlier 

regulations hav~ l>ee~ eu~ple~nt~d .bY. others intended.· to cbannei; bank credit 

towards the ~~·vel~~ent of 'a's~~~u'itu~l·. and' 1~dust!rta1' production·. 
. - .~, - ' ~~ . f. . ·.- ~ . ' ' - ' ' . 

.. .. ~xior to 30 .. Septembel," 191J9, the prlvate· banks were subject to the 
'• ~~ '· ' 1 • ,1 ·' > :' ' 1 , } • • ' ·,_ , f •• ;:, •, , , '[ ' , , , 

follow1n6 regulations; · 
,_ .. • · .. ·' . 

(a) In the case of banks in tbe Fede'riil District, · the compulsory 

depoei t walii . .5.0. :ger cent. Of this amount, up to 10 per cent oou.ld. be invested in 
-~ ···~· ' ' ~ ' • ~ ·. .• t • • • 

Government. securities, Nacionel Finan~iera participation certificates snd 
~. . ; ' :• ' : '.' , .,. 'I ' 

mortgage:} ~Pd.s . qf . t})e Banco N~cionai H1~oteear1o bonds; banks were · authort'ted 
•- ••• \ . > •• 

to invest a further to per cent tn' finanoial'bi~ts and other securities, so tbat 

the actual compu.lso;-y 4,eposi~ was only 30 per cent. 

; (b) Jn the oe.se of banks in pla.oee'wbere 'there we.s e. branch of the 
,- "' '· . ; . " .. 

:Bank of ¥exi~o, .the compulsor;Y leael' deposlt was 4~fper cent, but banks bad the 
. . . : 'r . ~ ~ . '. '~ - ' . • . . . 

right to invest up to 7 per oent of tb1s e.mou?t in Government sec~rtties, 

Nacione.l Fi'oanotera parti,cipe.tton ce::rti:fioe.te·e e.nd bonae of the Banco Nac1one.1 

H1i!otece.rio; .in ~ddition, ~P to 8 'per ·oent ccruld De :invested in financial· bills 
•'' ' . -.; . : . 

or otber e.utbo~!ed a~~~r~ tt,es ;· e.~ Ull to lO :Per cent in agricultural loans. Tbe 

actual compulsory depos1 t wa~ thua only 2o per eent ~· 
.. ( 9) In tl\8 cas~ of banks in places where there wae no branch of tbe 

Bank oi' Mexico, the compulsory legal deposit wee 40 per cent, up to 5 pe:t" cent 

of which could b<;l .invested in Government securities, Nacione.l Financiers. 

participation _cert~fic~te~ a~d b6nds .. 'of 'the Banco Nacional- Rt:eoteearto. Al,l· 
J ' • ' • • 

additional 5 per cent oould.bO invested in finan~ie.l· billa or other e.utborired 
, • ,._ . • r - .• , · . 

securt t1ea, and a fu_rtber l.O pe~ cent to e.grlcul t\lral loans. Pa in· the· preceding 
. . . • " . ,! ,• 

caee, the actual compulsory deposit w~s only 20 per cent~ 

:Mi.tb a view to preventing undue expansion ·of bank credit following tbe · ... . . . "'" ' . ~ . . . 
deva lue.t.+.o!J Qf ;the pes9 in July 1949, the Bank· of 'Mexico esta.blish:ed' · tba t .as 

from 30 Se~tembe·~ ,1.949 .deposit banks ·must oonst1 tute · a :teeerve of 100 per cent 

of their deposita' e.nd~bligatton~ in national currency; in excess of'tboe~ held 

on tba.t ~ate.. It :was, further provided that~ reductions of the- legal .de.POstt 

pf up to 70 per cent would be p~rm1 tted provided equivalent amounts -were 

1nves~d in,_equ1PQ!ent. ;OJ" c,rop loa-qe for terms of not lees· than one.·or more tban 

two y-e~~a,.tn. 1~~~~eme~ts·i~~~ ·or c~~its" fo,; terms of not Dlore'·tban· f1 ve 
•, '] .. ll·~ ~" / . ' • : ' ... .i. ~· "'·' 

years, or in securities not me.turing for 'at least two· years. 

/As a result. 
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.. 

• ;; .' .'i 

-~ ; . 
\ .,-

. ' . :'·",~','!· ... ·' ·.·.': ..... ~.· ...... ....,.,t.. ~ {, ~.· "~ .. ~' .... ' 

As ii resu 1 t of . these meaaureif~· ·t~ 1ffli5"tiDeetif 1tl aecuri ties Of tbe 
. . - '• ' ' 

depoe! t and ae:vinge ba.nk:e increased.' by more tiltril 54 per oerit between 1947 e.'Dd 

1949; investments'in fine.neial secU:rthee rose most sharply, the volume in 

1949 being four and• one•half times ~e:ter ·than···the 1947 figure~ · · 

Tbe totaf volUme .. of credit granted by depoe! t. aDd savings. ineti tuttone 

also rose from 1,224 mill1c:>n pesos in 1947 to 1,699 million pesos ·1~ i9lt9, Le. · 

an increase of 29 Per cent. 
· ..... 

The volume of tbe inv.est~nts in seourt~ies' mea~· by the deposit ~nd 
savings banks(compe.red with tbe.tote.f voiume.of credit gran-ted by them, sb~e .. 

a msrked. advance; havins rl}:Jen from· only 27.6 per' cent in 1947 to jo. 7 per cent 

in 1949. ' · 

The Bank of Mexico for i te pe.rt helped to improve the · fil:ie:nciat' 

post tion of tb.e private banks "by increa.eirlcf tte investment in bank:, ·industrial 

and private Securitie£{; ·since t947''it baa devoted 'more than four-fifths Of ita 

credi te to short-tam paper and · ~d,.f~co~nts •· 
. ' 

:The annual valoci ty ot derDe.nd t\eposi te which bag~n t6· ine:rease 'in .. 

VSlOCi ty in. 1946, ~Onttnued. tO dO 80 dUring tbe fOllOWlDg years 1 • reaching 'the 
' • f • ' <f, • 

peak for the whole periOd 1ri 1'949;,1950, a tact which ·belp.;d to Offset tbe 

effects of. the restriction of credit. 

E:xaufinB.tion of tbe :ffguree for clearing treneactione blay 'be' of value 

in bringing out some of the :present trends in bank credit. 

Between 1946 and ·1949 both the numbe'r and th~ value of i tame 

presented for clearing. increased Visibly (by; about 28 pet" cent· auring the . 

period).· The Me.xicp City clearing bouse cle~d 73 per c:~nt of e.ll items, 

representing 83" ~er cent ~f the total value·, tbe i-ema:i.nder being clee.red by 

clearing houses outside Mexico City. · 

In 1949; as a·reaultof tbe Bank of Mexico's regl]'latione concerning 

deposit requirements, there was· an·'incre~ee in the activity of oleartng houses 

outside Me nco City and ·the total number ·and value of tbe·r i tame c lee. red 

increased: by 24 and 25 per· cent·, reepe.cti vely, · over the previous tear~· · 

The foregoing description of monetary developmente.between l946·and 

1950 may be sucimari~zea ·aa·'fOllowe:: - · 

. At 'the end of 'the late world war,- there was 'a· marlte(f'd1seq1lilibrium ib 

the balance of payments as e: result. of tbe bea\fy lmports effeotecf in< 1946, 1947 
and 1948. ·-

/This fact 
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', This factwaul.ci certainly. bave led to a serl'Ous ·epntraction of, t}Je money 
'· .. " 

supply 'if .1t bad not been largely offSet by e:itensfve·government investment in· 

public works. · 

In 1948 the expansion ·of the ·money supply -was· ·resumed as a result of 

the reduction of imports,· oouplecl'with·the devaluatiooiof tl:Jepeso i'D July 1948. 

:Be.nk credit,·altbougb subject toquantitative poQtrol,by tbe Bank of 

Mexico,. nevertheless ·contributed to ·monetary expansion .throu8b:its inveat~ents 

in agriculture 1 stook-re.hing anQ. 'industry. 

Table·3 ~!.~ 
··,· ' 

bl EU!:J:!oee oren its by.neposit banks· Distribution of sranted. 
lj .. 

. a' X ears'!.!/ 

1944 
1945 
19ll:6 
1947 
1948. 
1949bl . 
1950~'. . 

Total 
(mi:luona 
.of pesos) 

824 
974. 

·1,009 
2 081 ' . 1 ... 

2,591 
3,100 
3,442 

' 

~~~:'~~tn: 

40-:77 
~J.05 
3 ~69 
41.62 
41.53 
36.45 
36.68. 

· ('Pereenie:ses} . 

ASoulture stock- Minins· Total Commerce -"t"ft1B1DS Production 
~ ' . ·, 

13.07. 3~92 0.75 ' 58.51 . 41.49 
11.74 3.84 0.58 I • 53.21 46.79 
. 9.15 . 3. 71 0.47 50.02 . 49.98' 

5.38 2.00 :Z~lp.t 51.16 48.84 
5.84 2.53 '1.68~·, 51.58 . 48.42' 
5.91 : ··2.57 ·1 •. 53. . 46.46 53.54 
7.16 2.52 '0.42 46.78 .53 .22 

;. 

Source: Com1sion Nacional Bencaria: Bole tin Estad1stieo (Figures supplied b.y 

tl;le· Banco de Me:dco) 

Note: if Beiano~.a for Pecember of eaoh year 

Jd June 

When a favourable balance of payments was aobfeved in 1949, the 
Government set i tael,f ·.the. task of counte.ring its. inflatio'Q.Ilry effects by avoiding 

., . ; . <,,,. - . " .. 

budget deficits;. 1twas thus poasible.to absorb some of the money in.circu1ation 
0 0 0 ,o 0 • • 0 1 T ~ ~ 0 0 0 

or1gtnattQg in the increase in the re~rve resulting from ~be improvement in . . - . ·· .. 
exter:nal tn:ide relations. 

. . ' ' I . • 
to I 

Om the outbreak of hostilities in Korea in June 1950, the economic 
. . '. . . . ' -~ .._ 

repercussions of the conflict began to make themselves felt in Mexico. 

In the first place, there was a very substantial increase in the demand 
for products regarded as strategic, accompanied by a rise in their prices on the 

international market. 
Wbile the export trade was be:t.ng stimulated by these developments, 

importers, fearing :restrf.otions on the production and sale of certain essential 

articles, which were already being announced in the United States, hurried to 

nlaoe their orders in good time, in an E~ttempt to cover themselves age.inst a1oy 
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At tbe:seme time,·Mexieo.bega'C, to ,;oecetv~;arge amounts of capital, 

which were attempting ,to·escape .. from ~he ~e~· c~ndlti~ns imposed by the i~ter-
.' ' t ~ ' • ' • '~ '1, • • : 

national situation 1n their countries of origin. 
. .... _. 

·Faced by·tbeee developments., .tbe.Me:xica~.authorities decided to telte 
~J ' 

all possible steps ~1 to prevent fJJ.ndameptal., disturl:lances in the fa9tors 'of the 
• - . - ' ., ~ • • J. 

Mexican ec·onomy- eueh as exoeseiv~· ttnCl.. unwarranted price rises; to check as' far '· 

as poe'Sible or.otberwtae to deal witb ~bort~es:in the supply of raw materials 
• . ' -' t .. . :, ' l . I • ~. 

for industry or of articles for gene:ral con~umpt.ion, and: to eliminate the 'danger· 
f I' ' .) .( ,· , • i ' •. ~ ' ' ·, , 

that .the present .abno~al situation, which may deteriorate, may cause grave ·lose 

to the. people . and to ·'im~rtant sect·ors .. ·~ tbe i Me:iiican ·economy. It ' 

An ~ct ,.approved by Congress ·in December 1950 empowered the Executive 
.- ·. ' ' "' 

to interve~. in Industrial or. cofmllercial· o:Pe~tions concerning artie tee the 

production or distribution of which was of great importance to the economy of 

the. cpuntry. . In eddi tion to ftxing maximum. prices 1 the Government may order the 

freezing of prices, prevent the cornering o:r· commodt ties-, and order the sale of 

goods at prices not e:xc~eding the authori2ed ceilings; raw materials and 
' . ' 

materials bald by manufacturers to supply their factori~s for not more than one 

year are excepted, 

The GoveJ;"D~nt may .also insti;tute ra:ti,oning, establish priorities and 
' ''. 

epeoify the use to which commodities should be put. It is authorized to reduce -

imports or exports if the conditions of the national ec~n~my so-require, and 
' . 

may decree the temporary taking over' of industrial establishments in o~er to: . 

maintain or increase production, 

In virtu~ of tbie Act, the Federal Executive issued. a dec:x;oee of 

2··Janu~ry 1951 which provides that the· prices of a number of article~ may n9~ be 

raised by producers or merchants. The·l1st includes staple foodstuffs, widt?lY. 

used ~hiciea of clothing, raw materials essential to Mexican industry, Pr<?ducts. 

of basic industries and articles produced by important branches of Mexipan ... 
industry.' 

/In. view 
. ' ,. \' 
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In view of th~ improvement in thl!l x'e~~~ve 1 external trade restrictions 

were SJ:'&dually relaxed :f'rom the second half of 1~, ahd ih early 1951 all 
. I 

Pt-~hib1t101ls and restrictions:!wer.& withdrawn; the ·protection of natural_ industry 

being ensured by an appropriate· teritf system. , ·, · ... 

lAter; iil the middle of January ·1951, the Secretary· of ·Finaiice 

announced an anti-inflationary prosraDn.e which contains "the follo¥1ilg 'measures· · 

designed to dimin:l:sh ·the detrimental effects that might arise from the excess 

of moQey ·in _circulation": 

l. ·. (a) MJ fl"olll Friday, 12 January 1951,; any increase in bank 

deposits must be depoeited in full with tho Bank of Mexico to ensure its complete· 

ster1li~t1on,.·thus avoiding further tl.IOtle~y expansion. 

, · 2a. .To .ensure tbe continUing a'Yailabilit;r of increasingly ample 

credit for agricultural and industrial production, the following regulations 

have been· issued: , · · · .:•.· · ·· 

(a). , A ·bank whoee, deposita ba1'e not reached a sum equal to ten · 

times the amount of its oapttal, rill· continue· 'to be :governed by 

the present sy~tem until that ratio is reaohed • · · ·· ·' 

(b:~ · ·The Bank of Mexico will rediscoun.t for private banke any 

loan tor a term not exceeding one year granted for 1mPotts needed 

by. induetry or agriculture or any merchant specializing in such 

import~. 

(c) The Nacional Financiers will rediscount for private banks 

any improvement credits for a term exceeding one year that such 

banks may make for the importation of li'J!lchinerr or equipment, 

3. (a) To facilitate imports required by the Government, the 

Nacional Financiera will open credits for the account of official departments or 

decentralized agencies to enable the~ to obtain immediately any imported goods 

required by their programmes and provided for in their budgets. 

4. (a) The Secretariat of Finance has instructed the Bank of Mexico 

and the National Banking Commission to require banks to enter into prior 

consultations regarding any operation of this type to ensure that approval 

is given only toqperations which are not prejudicial to the national econ~ 

in the present situation. 

/Conclusion 
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Conclusion .. 
~ .. . . ' 

'' 

. . , Mexico. has in recent years acqu~e.d ... val.ut;lble .. &x:pt;trience in. d~ling· wi.th 
. : : . • • ' (• . '' ~. l : .. J • .. • • • •• • : •·• . • • ' : 

and solving ita monetary problema, wh:J.cb:~e~.npt gr"ea,tl1. .. differ:ent from those. · 

of the maj9.r~ty of. und~rrde.veloP,e~ cpun:t;ries .~h~ch are aeeki,ng t.o )?romote their 
. ., '· ·.: ,. . . . ·- . ' " 

eco11om1c dev.e~opm,ept.w:J.th all l~osaible speed. :· 

The,meas.ures,adopted to. ~:mntrol the ipflationary process proved to be· 
. . . -·· . ' ' ., ·.·. . . . .. . .. '. . . . -:-

effective, especially having regard to the enormous preesur~ exerted. by factors . 

of foreign q.rigin,. COI!lbined with. th~ almost inyar~~bf.e deficits of the 
" .. ~ .. ' ; ~ :· . . 

Government budget~ • ! •. 

Successful steps were taken by the Bank of· Mexico . to regulate bank 
~ ... :. • .' • ' • :• l . • ' 

credit, q\W-ntitat.ively an.~ qua::J.~ta~ively, by mea,o~. ot adjustments .in :reserve 

requirements • . . . . . . ,, 

The instruments used to deal with emergency situations in the past 

have shown .their value in reducing toreas~neble proportions the negative 
·' ' • • .1. • •••••.• - •. ' 

effects normal~ associatefi wi tb. s.uch ,developme~ts. 

The Mexican monetary authorities tqok quick :an~: ti'~ly.. aoti~;>n to . " . . . 

protect the national econo~ from the shock pro~uced by the outbreak of 
!" . • ~ ,: ' .r' . . . ' ' '. 

hostilities 1n.Kore~. in .June 1950. , " . . ' \ ' . 

At the de.t.e of <?OI8Ple;tion ·?f. the Fe;Sen,t :repqrt., it 1s.st1~1.too early 

to estimate what effect recent regulations may have on the normalisation of 

trade or th~ir. reptl;rcu~si.~ns in, tpe monetar7 se,ctor •. 
:'; 

~: .I •. 

III. PIJBLIC F!it.'\NCE 
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The influence of public finance on the national income 

In ·Mexico, aa in oithef Latin Aii\e.~ican countries, Government financial 

acti~ty ~as e~. pre~nd&raiat!g ih:fluenceO:on eoonctlic deve·lopment _and a most 

important' inf'lll~nce. on'.the g~neral. si tud tion. . The laCk ar· etatisti OS d,oes not 

permit ·an aceura'bd quantitatiVe 'Vtiluat:l:on Of the aggregate share of the govern­

ment sectol' (Federal· Government·, state governments, municipalities end official 

decen:trali.zed organizations) in the national income;·. but tcomparison of the e:t­

penditurea··o:r the Fetieral Goverriment, States, Federal District and. Municipalities 

with the national income shows that between 1946 and 1949 that alone represented . 

f'rom ~~ to· 1;3 per cent. (Table .. ~h· .: · The figure would be higher if. ·a consolidated 

account including the d.ecentrali'ted a.genoiea was avaU.abla, although the compar­

ison 'shoulci be madS not With th&- :n.a.tio:oe.l income but with ·-.the grosfl :nationa.l. 

product, ti~res for which are not ;ret avallabls. . . ·'. 

~-, The influence of publlc expand.fture on national i:dcome is possib]Jr 

more important, lioWEt'Ver·, on national ectp1tal fo~tion than o~ o'oi1,aumption. 

According' ·to recent. estimates,· the Fedel!al Government and the Governments of 

the Federal District, States, Territories and Municipalities· alloc~:tad between 

31 par cent' and 38 per pent ~f:-·their expenditures in 1946-1949 to gross capital 
, ' . I ~· 

formation' carried out by the Go~e:i:-nments themselves directly or' indirectly I 

through w:rioua credfta, invastUienta and contributions to the capital expendi­

ture of other public and priVa.~ bodies. (Table 1.) According to available 

estimates this gross investment of public funds during the period repreeente~ 
' 

from ~ peT oa~t ~. :36 .. per .cent .of. ~~e. coW;l~fY.'.a "{~'W~.&_:J;'<;\s~ .. c~p~.~~.f~~t~c;>~.,·. 

which 1nd:toates the degree :to wbich. ~ .CQ\JAW~E! ec.o~~c ~~:velo~~t depen·aa · 

on public investt:nent).·pl;\r~icu~~ly :t,n view. 9-ff'~~~-~~qt t~t. ~ ll.~.sh. :proportion . . . . . . ·. 

of the remainder .(61~ - 71 per cant) is accounted for by_ -~~.iQ,~nti_a,~ ,qc;m~truction. 
-· ••••••• ' '' < '. 

Apart from the influence of public spending in it~~+!, ,:the ... ~r~d 
·.. •. ,, . 

fluctv.atio®:i1ll th~. :tinancj,al. .p~~itio~,o;f' "the Me~ican Q:ov:e~:q:~ in :recent yearf3 

. . 

have affected the general monetary situation in. varlo~s ~Y~~ , While. i~ :!..946 .· 

Federal Government ope;re.tions ~how~q .. ~, qqn~t,~_raP~ su;ryt~~,. :~hei J~·ere. ~~~~ .. . '·. 

defici ta in :l-9~?;,-~nd -1948.;· A?t~r t.a~wre whicl;L ~4 Jnqrea~ed the nominal nation.~ 
- . . . ' ,,. . -~ . ' ' - . ..·. . ~ :··. i . • • . ·. : ' • • .. · 

al incOIJ;l6,~ qontributed· to. bl:'ing about the marked disequilibrium in the balance · 

frABLE I - Mexico 
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TAB IE- .l .,. Mep:ico 

PUBLIC EX;E'l!;ND~:_AND ··NATIONAL INCQME., -~ . ;·: _ 
' ., • • ; ·~ • . . ! • .' ~·· • •. : " 

I' .r· · ;.,.'1946 ·.:_ .12il. 1948 
. .. .... .· ... ---.-... ... 

_ . __ (~ ~~idns of pesos) 

. 2,192~6' -2,642.8 ~.049.J 

1942 

~ 2 418.4 Ei .. -·-OF THE ~w.r· SECTOR . 

·Federal Government · ij · · · · ·- i;652:9 ·~ 2,.oe4.6 2,357..5 

i74.2 .. 129.6 !I 201~~--
_ 2., 7.oo,o E/.:, 

' ~ ' . . . . : : .. 
' Federal District 

states ··and. -Territories· 

· ~ Mun:i.d~ii ties 
tY 

.' ~ .1.__ I ~ ' ' 

283~5 329.4 
•./ 

•' .• ·.~ . ; 

2~8~3 

317.·9 . . , 4oo.o .]/ . . . 
113.1 130.1 

2. . EXPENI>:tTURE ON PUBLIC 

WORKS AND DE~to~NT .• 

''Federal Gqverilment .· __ 

Federcil District E./ 
States and Territories p_/ 
MUnid.:pB.u tieE( E} -- ! ' 

1,010.1 
~: ( . ·. 986.8 1 1 14~.2 • I. 

]./. 

. 90~·5 850.3 1,ooo.o,_ .E/ '· 

2_6. i . 12.4 . 30.2 37.0 
.75. 3 .. 89.2 100.6 ·- 100.0 
~j_·-·. 5,0 5-7 . . 6.5 .... -

(ui .tho~~-anda -~f milliol}s.·:of .. p~~os) 3. NATIONAL INciiivmf 

4. 

.. ;, il' 
GROSS INVESTMENT 

1/3 
~/f' 

. '2/4 

·. 
·y 

.. 

19.2 2Q.9 22.8 25.? . ~ ' ; . . . 

:·· ... 
. . 2 • ., 
.. '.l" .• -:1.1. 4 ( 2.8 )" 3.3 · per cent ·'·· 

12.6 13•4 1J.6 
p.d 

' ·. . . 
. . 3:.6.4' . 4 

-. '· . - 38.2 32. ·. • ... 32.9 
29;5 36~0 29.9 ., .: .: :. 

Notes: 

Source·: Directorate ot Jf1panc~al .Stud~~e,, .Seoret.ariat of l.t,inanca· and Publ:lc 

Credit. ~e f~cu~s. _E\.re taken from a new statistica-l analys:l:c · 
' ~ . . . : . . . . . ,_' 

carried o:ut by, thi~ Department an~ are not comparable with. others · 
' • ~ l ' , ''· I , , , ' .._ . ' . 

published 4ithefto. · , . 

pj Pre limin~.I'Y figure a . , .. ·.· ... , . ., . 
~ Excludin~ amol;'tization,.of de.bt; . other d,.ata under thea~ heads include .it~ 

E) 
£1 
9) 

Provisional esti~tes 
. . ' . . . ' 

Data from.-Denk qf M~~:icQ, . .DEipartll!eli-t; ,of Economic ,Stud:tea ,. ._. . .. 
Data from tne Nacional Finan9iera, De·part.ment. ·Of' Financial studies: ~. 

/of payments 

'· ·"' 
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of payments in those years, which resulted jn the devaluation of the peso. On 
the other hand 1 the stabilisation of the peso in 1949, was greatly assisted 

by the budget surplus achieved in 'that year,. and ttaintained. during 1950. In 

turn, the improvement in the balane.e •1of -pa,yme~~e. in 1949 and the gradual 

recovery cf industrial and coiimJe:tcial activity after devaluation had a marked 

influence on :the improvement of public finances. In short, beginning in 1949 

the f:inancial operations of the Fe~er~l Government ceased to a'\lBment the . . . . , 

deficit in the balance of payments, and from the end. of 1949, had a neutralis:tng 

effect on the creatt0n of income, which sreatly facilitated currency 

regulation and credit operations as a result of which the general ei tuat ion 

VIaS stabilised on sound ·,lines. 

Financial peeition of the State 

Dur'ing the yenrs 1946-1949 there w~e a etead.y rise in public 

expenditure as a result of the public works and develo-pment programmes of the 

Federa~ Government and other publ:l c bodies, and of the norn:ial growth of 

adtninistrati ve. services. The .increase i.n the ordinary revenue of the State 

was lese 'flexibl~.a~d was affected 'fr6m 1946 to 1948 by readJueti!lent in 

numerous 1nterMl activities, ·the deciine in foreign trade and the-· uncertainty 

brc·ught about by the exchange crisis wMch was then imminent. As can be seen 

from Table 2, :In 1946 there was a budget surplus of $145.0 million,· although it ' . . 

w~s partly due to extraordinary revenue during that year. In 1947 and 1948 

there were considerable deficits -- $190.~nd $278.3 millions respectively -­

and only in 1949 was it possible to increase tax revenue by means of reaj~ 

reforms, which resulted in a surplus provisionally estimated at $133.5 million. 

At the same ttme the executj on of the budget wae better defined and controlled. 

In 1950 it ia estimated that there will be another surplus of $200. or more 

millions. 

The Government's real influence as a purchaser of goode and services 

has not been diminished by the riee :l.n prices during the period under review, 

or by the effects of devaluation up to and including 1949. In terms of 

constant purchasing power, the total public expenditure of the Government sector 

(including State1 Munic:tpal and Federal District organa} increased from 100 Jn 

TABLE 2 - Mex1 co 

'JI In this appendix, the eumbol $ has been used to indicate Mexican peaoe; 'United . 

States dollars are indicated by the a;ymbol US $. 
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TABLE 2 - Mexico 

:Fed.~r~l GOvernment Budget Results 

(in millicne ~f pes~e) 
·"' ' ' .. 

1. NE1' EXPENDITURES 
EFFEOI'ED a/ 

Less: payment pending 

2. NET; PAID . EXPENJ)ITURE$~ . 

3. NET REVENUE 

DEFICIT' OR SURPLUS 

1946 1947 . . ~ ~ 

1,595.1 2,035·7 

1,740.1 1,844.9 

2,309.9 

2, 031.6 

IN CASH (3-2) '* 14,5.0 - 190.8 . - 278.3 
. •' ·' . . : \ 

2,666.5£/ 3,100.0~/ 

2,800.0.}2/ 3,300.0~ 

-r 133.5J?/+ 200,0~ 

Source': Directorate of Financial Studies, Secretariat of Finance and Public . 

Credit. The figures' are taken·fi:iom a new statistical anal·ysis and 

are not c'6mparable with other 'data published hi thert0. : . 

~ Excludes ~ebt amortisation 

pj Preliminary figures 

'E.} Provisional eatimetes 

. " .. , . 
·.- '·' J • 

•! ... 

. '. 

~ ' . 

/1945 
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1945 to 122,11n 1949 (Table 3) •. lile~~ral G:overnment expenditure roee from 

100 in 1945 to ~28 • 3 in 1949 and 133.3 in +950. . Pub;Li(: ,works and other, ·, 

development expenditure which, aa::noted earlier; ac.co\.mt for more than 30 per 

cent of total aXIJend.iture, have also sx:pand.edr i,a. the Govet'lJlD,.ant has 1ncreased 
. .l.}nd,eenioes . · · · · 

ita. purchases of SOOQjin real tal9ll$ (24.4:per cent more :tn 1949 than ln .. l94~). ' 
r ' • ·• ',, 

In order to continue to maintain the real rate of expenditure on construction. 

end davelopment, the Government would have annually to increase expenditures Of 

this kind by a percentage not lese than the increase in prices.· 

The effects of devaluation and of the increase in the public deht can 

be seen in the 1 tem cover:!.ng intere.$t on the Federal Government. public debt, 
~. ' - . 

which rose fro~ $51.8 million 1n 1946 to $85.8 million in 1948 and, to$87.2 

million in 1949. Even ao, this is leas than 4 per cent o~ total expenditure • 

and consequently represents a e~ll burden for the budget. 

The total internal public debt rose substantially in 1947 and 1948, as 

a result of the bu¢iset deficits 8114 :the Qpec1:fio· ob.Jec·tive of financing 

development proJects. Bonde were issued for $438.8 millions in 1947 and 

$410.0 millions in 1948. At the· same tiine Pz.evioua.'iesues of $86.7 and $94.0 
millions respectively were redeemed, leaving net increases of $352.1 and 

$316 millions. A part of the new issue in 1948 consisted of Industrial· 

Development Bonds to the value of $75,000,000 ·- 1ihiqh had no ·<i\irect monetary 
• • ' ' . ~ ! ~ ( ' ' . • 

effect, but which served to increase the capital of National Financiers s .. A. 

Because of the changed budgetary position in 1949, the only bond ·· 

1.ssuee made were to replace bonds redeemed that year, and in fact the· redemptions 

were greater than the issue. An issue of $151. millions w~a autho.rised for. . . 

1950; it was used. to compensate reaempt :lone·, 'With 8 alight increase of the 

debt by $5.6 millions. According to data supplied by the Banco de Mexico S.A.; 

the floating internal d~bt was also conaider~bly reduced in· i949 and 1950, in 

contrast with 19~7 and 1948. The net redemption of, ~~e internal funded and 
J • ' ' 

floating debt amounted to $59.6 m:!.llions in 1949 and $140.8 in 1950. 

!RADLE 3 - M~xioo 
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Publi}~. ~even.u~ apd _:f!:xpe,ndi ture ;ex:p~~s~d ,~:~ ~anst~tJ.t pur~!j\sing ;po'Y{er;· 

.. ~ . _,, (IndJce.eu ·1945 .~ lQp) , · 

Indax .of.. wholesale. , ., .. ,. 
prices· 

. / 
. 194'6 . 

· :n4.5' 
. 'i9itr" ... 
-~~- .. ~·. 

121.3' 

i94a:.< .. ~ ~124~t _ ·:' 19~o ~· . 

130':1' ~42. 5 'i57. 7 

Nominal figures . · ..... 
Total expenditures .of. 
the Government s'ector' 109.7 

Expeniiiture·s; of the ··~ 
Fe der~I: Governmefit .. · · · ·112. 0 · 

Total . .ex:penditlire of' 
• t' .·•· ,, 

' ·~. ~ ~ 

132·. 2 .. 152.6: 

:14L 2' . 159 • 7 "'-

the Government.Sf'Ctor 
in 'public works and . 
development 123.1; " 156'. 6~' . '153 .o 
Total revenue of ·. · , .. 

f82~;:>· 210.0: 

, I 

177.3 ' - . -·· ~ 

the Govern.~.~t .sector·, ... 1;.30~9 ,14.~. 3 : 157.8 .' 297· 2 ,... ;.; 
'.' ';' 

Revenue . of tll,e . " : ... · . ·. J>~ .: · ... :.. :, ·.' 
Federal Government · ·' · ·· 137~0 · ·· i45. 2 ·· 

·": ·. ·. .. . ; 

Deflated nsures .. 

exp~ndit~~s 
., '. 

Total ·c,r 
the. Government-sector '95·.8 100.0 

Expenditures of the 
Federal Government .97 .. 8 116 .. 4 

.~ ·: ~ . . ., 

Total expenditure of. · : .. 

the Govern.ment sector 
in publ:i.c works· and ., 
development 108.0 .12~.1: 

Total revenue of ~· 

the Government a ector :h4.3' 116.5 
; 

Revenue of' the 
. ' 

Federal -Government:· ·' 119.6 119.7 < 

.·,,. 
•' 

220.4 259.8 
' ' 

. . ..: 

B:7 .3 122.1 

.· 12~.8 ~28.3 133.7 

... •,'i 

ll.7 .• 6. :124.4. •. "'! 

121.3 
~! ' 

145 .. 4 

122.9' ·1'54. t .. 164', 7 -~·: 

: ; : : ,, 

Source: Indices of wholesale prices of 210 articles (Bank of Mexico}, 
The 1949 figures are preliminary; the 1950 figures are based 
on estimates. 

':.c·. 

·~ 

. --~· . ' ;· , ·, : ... /The Mexican 

. ~'. 

.; :. 

... ' 

,_, :~ 
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The Mexican Government's direct external debt obligations have been 
•. ''"\ •.. ..- .J· .••. • :~ .. ~/ ~~--"+ · .. :· · .. 

'!net regularly in recent years in f!!Ccor.d.aiice· wfth the 1:9'42 agreement_. which 
~~--1 ·'." ... ,· ... ·. . . .~ 

fi.xed the principal at a total·o:f~$230'.'6 miil:Jcma .. :. The .1948-'devaluat:i.on 

tncreased its value in pesos to $320.1 mlllione, and in 1949, with the inclusion 

of the railway debt guaranteed by the State and subject to payment in 
·~ ., 

accordance ·~i th the 194fr' agreement, the total e:tternal debt was $809.3 m1lltons. 

Prior to 1948 only payments of :tnterest· had been effected, but tn: .that y~ar and 

in 1949 amortlaat:lon paytnents of $5.0 and$7.~ millions respectively were·made. 
. : . . .,1 •' ,, 

Through the.Nn.cional Ftnanciera, th.e Government has. re_ceived long· 

and medium term e:xte~al credits from the Export~Import Bank, t.he International 

BAnk. for Reconstruction and Development 8lld. other foreign agenqies. The net 
·'· . ' . 

increase of these debts (sums received. less amorttsation) was US $31.2 million 

in 1946, US $15.5 million tn 1947, US $8.9 million in 1948, US $17.3 m:Ulion 

in 1949 and US $12,~ 5 tnillio!l in 1~50. In aqditJon, a new _line of c~dit of 
.. ; 

150 million dollars was obtained in 1950. Most of these credits do not pass 
. ~--·· 

through the Federal Budget"" put are granted to d.ecentralised agencies or 
\.. .. . 

private organisations, through the N_!i!Cional Fin~mciera. 

contingent obligRtions of the BOVernment. 

They are however 

In 1949 a special operatloo w.s carrie<'. out which had no mon~tary 

effects but which substantially modified the total of the internal del:{t. The 

Government took over tl:J.f;l unpaid balances maintained in, the- Bunk of Mexico as .a · 

result of redlscounting in previous yeors by ·off:l.c1al agricultUral cred1.t 

institutions. 'T'he Government save the- Bank of Mextco for .t.·hrl f.:wr"Jlortoon·t·· •lf 
. the & 6 l Agr1cu1 ture.l Produr.t'tori Bonds to i amount of ·P53 . mi lions, and increased by an 

equivalent amount the ca'{)ital of the banks concerned. 

non-monetary debt issues amounting to $97.9 m:tllions. 

Revenue and taxation policy 

There were other 

The net revenue of the Federal Government, state and municipal organs, 

and the Federal District jncreaeed from $2,267.7 to $3,590.2 millions between 

1946 and 1949; this r?presents from 11:7 per cent to 14.0 per cent of the 

national income and the State's tax capacHy is therefore still low (Table 4). 

According to the pr:!ce indices, its real value varied from 100 in 1945 to 145.4 

ln 1949 (Table 3). Taking into account only Federal Government revenue, the 

real increase was from 100 in 1945 to 154.7 in 1949 and 164 .. 7 in 1950, froiD'lfhich 
it can be deduced that there i.e an increasing tendency for the Mexican fiscal .. 
system to share in rises in prices and the national income. This can be \ 

regarded as one of the reasons for the budget surpluses in 1949 and 1950. 
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;Publi:~ Revetiue and National Ineome 

1. TOTAL NEl' REVENUE 
OF THE GOVERNMENT 
SECTOR 

Federal Government 

· Federal.Dist.riot 
' .. 

States and Territories 

Mtmie i palft 1. es 

2. NATIONAL INCOME 

3. 1/2 

1!1!6 .1~47 - 1948 - !2!2 
(in millions of peeoe}. 

2;267.1 .2t 447'..2 ?1 733.6 "' 3:590.2 
1,.740.1 1,844.9 2,'031.6 2,800.0 

174.1 179.'9 226.8 . 257.5 

267.8 323.4 360.4 400.0 
85.4 '99~f' 114.8 132. 7· 

" 

(in thousands of millions of peacE,:)· 
' 19.2 ·. 20~9 22.8 . 25.6 

(per oent} 
11.8 11.'7 12.0 14.0 

Source:' Directorate of F'inandial Studies, Secretariat of, Finance and : 
Public Credi~. . These figures are taken from a new statistical 

·~ a~~lysi,e, and ,ar,e. not comparable with other data. published hitherto• 

. ' - ~ 

~/ Prelimina~y figures 

v Data of the Bank of Mexico, Department of .Economic Stud.ies 

/The Federal 

I1l 
J;f 

pj 
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The Federal Government 'e maln ao.ur-ees··o:f taxation have been incrnoo 

taxes, taxes on fo:r::-eign. trade;, •9tl metal mining production a,nd otb8r natural 
.. ' - ~ . . . . . 

resource!i', .. 9n commerc1~J,. sales, and· on ind:uetry an~ ~r~neport. The shares 
• ~- * . • . . • 

contributed by these different sources to total reve.nue have. varied as shown in 

Table. 4. Inco~ t~x~ ~ei.ded 7 per cent, of the net revenue, 1~ 1939 and over 20 

per cent. in :1946 to. 1950. T~:xes on fo~tsn trade declined in importance, aa did 

taxes on industry and ~ransport; taxes derived from commercial sales on the 

other hand acccunted for a higher proporti'on of tota1 fisc,al resources. 

Federal revenue could also be classed under the heads of direct and 

indirect t~xation, and other·aources of r,evenue. The same trend to increased 

reliance on taxes on the community's income'rather than on .taxes on expenditure 

ie shown. (Table 6). 

The improvement in the results of· the budget in 1949 and 1950 is 

largely to be attributed to tax refonns and to improved tax administration, 

ae well as to a better understanding b-etween the state and the taxpayer. 

The main tax reforms effected during the period 1946-1950 were as 

follows: 

a) Commercial income The Third National Fiscal Convention was convened in 

1947 to improve the co-ordination of the reaeral ~nd local t'ax ey~tems with the 

object of in~reasing the fiac.al resources of the Federation and of the States. · 

One of the recommendations was that the Federation should replace the 

traditional system of ~tamp taxes and sal~.s taxes: by a general sales tax to 

be known as the tax on commercial income and that the States should discontinue. . . . 
local taxes on trade (generally on· fixed bases), and enter into an aS!eement with 

the Federation accepting the Federal tax on commercial income, of whieh they would 

receive a. share. The recommendations were put into effect 'in 1948, with a 

.tax on gross sales of 1.8 per cent for the Federation and 1.5 per cent for the 

units of the Federation >(later reduced to 1.2 per cent). :Sales of. esaent.ial 

articles were exempt 
1
from ~the tax, as were first-h~md sales and various activities 

subject to other special ta:ies. At the same t'ime a mechanised system of tax 

collection, which was simpler for the taxpayer, wae established. The Federal 

District and three States had accepted co-ordination by the end of 1950, .with· the 

consequent improvement of revenue, and one state set up the same system 

independently with t!le same results. The ;v~eld. of the tax on commercial income 

to the Federation was.$180.1 million in 1948, $247.9 in 1949 and an estimated 
$316.0 million in 1950 (compared with equivalent taxes of $173.0 millions in 

10L.7\. 'T'hA viA1n is now AnnroxjiiJ8telv 1 ner cent 2f't;l113_,~at~onal income. 
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i ~; . ' - c ' ~ • .--· 

;. Principal Sou~ea of Income of the Fede-ral Government 
· ·· · ·· . · (!n ~ill ions !lf :Pesos)· . · .· · 

Total net · · !23.2 ~ : ~ 1948. 'r.' .1949 1950 
revenue·· 2J4. 6 .. l'rJ40.l <!, 844. ~ 2 2:031.6 :_2feoo.o pj 3,3oo.o_tj. 

Income 
taxes 371.4 .. 479.3 

-·.' . . \' £.; 
586.0 

Taxes en foreign . ._ . , 
trade · l8K9 320.4 :356~2 ·· 421·~; · "803;8···.; 

Taxes-on min:lrtg 
and>other natural: 
re_SOUTC88 ~~-~ 0 

Sales taxes 49.5 

Taxes on.·industry : 
and t.ranaport 125.3 

Other revenue 127.5 

Total net 
income --

Income 
taxes 

Taxes 'on foreign 
trade 

Taxes onmin,ing 
and other natural 
resources· 7.3 

Sales taxes 8.6 · 
Taxes on'industry 
and. t;ranaport 21. 8 

Other revenue 22.2 

88.7 
284.2 

2oo·.9· 
474.5 

137.9 
·. - ' 

295.0 

146.3 

430.2 

(Percentages) 

21'.3''· 

18.4 

5.1 
: 16.3·. 

11.6 

27!3. 

'e6~o 

19.3 

'7.5 
16.0' 

7.9 
. "" . 

23.3 

' -~ •. '!' 

162.8 ' 

281.1 

151.3· 
. 563-.7 

~, ' :t. 

100.0 

15i.o · 
292.5) 

' ) 
.. e56.7~ 
710. 0) 

100.0 

22-.2' . ~0.9 

20.7 28.7 

8.0 5~4 

13.8 10. 4) 
) 

7.4 9.2) 

27.9 25.4) 

755.0 

874.0 

320.0 

. ; ' 

1,351'.0 

100.0 -

40.9 

Source: Directorate of Financial Stud:tee, Secretariat of· Financ'e ·and 

• 

Publi~ Credit. ·The· figures are taken from a new' statistical­

analysia and are. not ()o'm~arable With other' data published hitherto. 
. ' V · · Preliminary 'figures · .. 'i 

£I Estimated figures 

.. : ' LWI& ~ . . . .. 

.· ~ ·. . 
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Direct. ·and Indirect Taxes of the. Federal. Govetn~ht 
. ' ~ '• 

1m 1946 -- l.947 J.-948 1249 J.-950 

"' (iii millions of' peace) 
Total net 

2, soo.'o pj 3,300.0 .'1..1 revemle 574.6 1,740.1 1,844.9 2,031.6 

Direct taxes .. 49.9 3{4.2. 492.5 ,469.9 765.0 

Indirect.taxes· 413.1 
: ~- >_ .·- \.. ". ' ' 

9l6.6 968.6 1, O'tf. 2 2,002.0 

Oth~r revenue ll1.6 449.3 383.8 489.5 533.0 

(I:ercentages) 

Tot'al n~t ' 
revenue 100.0 ·100.0 100.0 . :100.9 100.0 100.0 

Direct taxes 8.7 21.5 ' 26.7 23.1 23.2 

Indirect taxes 71.9 : 52.7 52.5 52.8 60 •. 7 

Other revenue 19.4 . 25.8· . 20.8 24,1 . 16.1 

Source: Directorate of' ;Financial Studies, Sec~tariat of'· Finance . and 

Public Credit. . The, f'ie,rures are taken f'rom a new statistical 

:analysis and aJ:te ~ot comparable with other data published hitherto, 

~/ Preliminary ftguree 

'1../ Eetimated figures 

\ '#; 

•. 

t, . 

/b) Surtax 

,, 
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b) Surtax of 15 per cent ad valorem on expotte As a result of the devaluation 

of the peso in 194S, th~ Federal Gov.ernment, following the precedent of the 

12 per ce'I7t tax on appraised value, established after the 1938 devaluation, 

established an additional 15 per cent tax on exports, intended to absorb 

50 per cent of the exchange profit betweeri the previous exchange rate of 

4.85 to the dollar and the ,rate of approximately 6.90 to the dollar prevaiUng 

in the free market during the early months of devaluation. The tax is baaed 

on the official export values published regularly in the official gazette, 

partial e.xempt::!.on being granted in cases where coste are shown to have risen. 

Later, when the rate fell again and was officially stabilised at 8.65 to the 

dollar, the tax absorbed only 31~.1 per cent of ~~e excbe.rt::::;e profit. This tax, 

besides helping to insulate 5ntemal from external pr-ices c~.uring the period of 

adjustment t? devaluation, an~ in fact delaying the. adJustment, has provided a 

very impqrtant source of revenue wh:ich, perhaps more than any other, made U 
• . ! • ' .. 

possible to balance the 1949 and 1950 budg~ta and. to meet the increased 
' . -

expenditure!;l resulting from t~~ )~all of ~~e peso. . The yi~~d of the 1!) 'P.er 

cent ad valorem surtax in 1949, the f:l.ret complete year in which 1t was applied, 

was $367.5 million and 11;11950$390.0 millions, i.e. 13.6 and ll.B.per cent . . . . . . ' . - . . 

respectively of the total ordinary revenue of the Federation. 
~. ' . 

One special feature of the tax is worth noting. It has to some 
. ' - . . . ". ' . 

extent taken the place of a tax on income, since an income tax would also 

theorettcally have absorbed the sudden proftta occasioned by a.e:valuation 

although it would have acted more slowly than the surtax, and ita coverage 

would have been less since it would have been limited to purely dnternal 

ac~ivities. 

c) Excess Profits Tax In 1949, the income tax W:.>.s revised in order to 

introduce a counterpart of the 15 per cent surcharge on exports ~- which bad no 

direct incidence on profits derived from internal industrial, commercial end 

agricultural operations -- in the form of a tax on excess profits which were 

deemed to be profi te 1n excess of 15 per cent of the taxpayer's working 

capital. The tax was levj_ed on a sliding scale ranging from 13 per cent on 

profits ever 15 J,Jer eent but under 20 per cent of working capital to 25 per cent 

on profits exceeding 50 per cent of working capital. Besides encouraging 

/companies 
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companies to re-invest profi te the tax has d~veloped j_nto an important source 

of revenue for the Treasury. In 1949; the first year it was in force, it 

yielded $43.7 millions (as aga:i.nst $695. m11Hons from ordinary income taxes.) 

d) Other taxes During the period 1946-1950 no changes were made ln the rates 

or methods of collection of the other taxes of sufficient im·9ortance to have 

any appreciable effect on total federal revenue. In 1949, a new tax was 

introduced of 10 per cent on the fjrst-hand sales of oars assembled in Mexico, 

and of 4 per cent on first-hand. sales of freight vehicles assembled. in Mex1co; 

the tax yielded $14.7 millions in 1949 and. $20.0 millions in 1950, as a result 

of the increased output of the assembly plants and the rise in the prices of 

vehicles. In 1950 postal rates were raised in order to eliminate the lose 

which was being incurred by the pastel eervtce, Ment:!on should also be made 

of a gradual improvement in the methods of tux collect1cn. 

Conclusion 

During the last four years, the Mexican Treasury has undoubtedly 

strengthened its poeitj.on as an :tnstrument for dtrecting a part of the national 

income into government works. It may nevertheless be true to say that it has 

not achieved sufficient taxable capacity t.o meet the heavy cost of development 

and public works required for the economic development of the country, while at 

the same time maintaining and improving the salary levels of public employees, 

and expanding admi~ietrative services. The balanced budgets of 1949 and 1950 

achieved partly by tax reforms and partly by more strictly controlled execution 

of the budget were perhaps the chief internal factor in ending the balance of 

payments disequilibrium of former years, and preventing the development of new 

inflationary preaeu1•es as a result of the devaluat:ion of the peso, Nevertheless, 

Mexico's tax system is not yet sufficiently flexible to be used as an 

instrument of general economtc pol:l.cy or to ~bsorb ra1)idly any inflationary 

price increases which might occur. The dec:tded improvement 1n publ:to 

finances in· the last two years seems, however, to ind:i cate a sound. trend which 

will make it possible to co-ordinate the requirements of econom.i.c development and 

fiscal and budgetary policy. 




