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The manner i n  which a  government spends  i t s  f u n d s  and 
r a i s e s  i t s  r evenue  p r o v i d e s  i m p o r t a n t  c l u e s  t o  how w e l l  i t  s e r v e s  
i t s  c o n s t i t u e n t s ,  

On December 15, P r e s i d e n t  Adolfo Ruiz C o r t i n e s ,  s e n t  
t h e  l a r g e s t  b u d g e t  i n  t h e  h i s t o r y  o f  Mexico t o  t h e  Congress  f o r  
i t s  s t u d y  and a p p r o v a l ,  E i g h t  days  l a t e r ,  t h e  Chamber of Depu- 
t i e s  p a s s e d  t h i s  b u d g e t  by  an a l m o s t  unanimous v o t e  i n  t h e  e x a c t  
form i n  which i t  had been  s u b m i t t e d  by  t h e  ~ r e s i d e n i ,  The s p e e d  
of t h i s  a c t i o n  i s  a guage of t h e  i m p o r t a n c e  o f  t h e  E x e c u t i v e  i n  
g o v e r n i n g  t h e  c o u n t r y ,  and  is  l i k e l y  t o  c a u s e  many North Americans 
t o  r a i s e  t h e i r  eyebrows,  The budge t  i t s e l f ,  however, i s  wor thy  of 
s c r u t i n y ,  

Not o n l y  i s  i t  t h e  l a r g e s t  b u d z e t  i n  t h e  h i s t o r y  o f  t h e  
c o u n t r y ,  t o t a l i n g  6,696,373,000 pesos  ( a l m o s t  536 m i l l i o n  d o l l a r s )  
b u t  a l s o  a  l a r g e  p r o p o r t i o n  of  i t  i s  d i r e c t e d  toward b a d l y  needed ' 

and t h o r o u g h l y  c o n s t r u c t i v e  a c t i v i t i e s ,  Moreover, i t  i s  a b a l a n c e d  
b u d g e t ,  Funds f o r  a p roposed  18 p e r  c e n t  i n c r e a s e  i n  e x p e n d i t u r e s  
o v e r  t h o s e  budge ted  f o r  1955 a r e  t o  be r a i s e d  t h r o u g h  g r e a t e r  tax 
y i e l d s ,  made p o s s i b l e  b y  a  growing economy and more c a r e f u l  a o l l e c -  
t i o n  p r o c e d u r e s ,  r a t h e r  t h a n  by  t h e  i m p o s i t i o n  o f  h i g h e r  t a x e s .  
The f u t u r e  c o u r s e  of  e v e n t s  may n o t ,  of c o u r s e ,  conform t o  p r e s e n t  
p l a n s ,  However, income t a x  r e c e i p t s  f o r  1955 r a n  h i g h e r  t h a n  was 
e s t i m a t e d  i n  t h e  b u d g e t  o f  a y e a r  ago,  w i t h  t h e  l i k e l y  r e s u l t  t h a t  
t h e  government  l i v e d  w i t h i n  i t s  r e v e n u e s  d u r i n g  t h e  y e a r  t h a t  j u s t  
ended,  O f f i c i a l  r e p o r t s ,  which w i l l  b e  a v a i l a b l e  s e v e r a l  months 
hence ,  may o r  may n o t  confirm this assumpt ion ,  However, if there 
was a d e f i c i t  i n  1955 i t  was s m a l l ,  and t h e  f a c t  t h a t  t h e  govern-  
ment h a s  p roposed  a b a l a n c e d  b u d g e t  f o r  1956 i s  l o o k e d  upon w i t h  
f a v o r  by a l l  t h o s e  i n t e r e s t e d  i n  s t a b i l i z i n g  t h e  c o s t  o f  l i v i n g ,  
which r o s e  i n  t h e  Mexico C i t y  a r e a  by  a b o u t  15 p e r  c e n t  d u r i n g  t h e  
f i r s t  e i g h t  months of 1955,  

The l a r g e s t  s i n g l e  i t e m  on t h e  e x p e n d i t u r e  s i d e  o f  t h e  
1956 b u d g e t  i s  a n  a l l o t m e n t  of more t h a n  one b i l l i o n  p e s o s  f o r  
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communications.* Th i s  f i g u r e  i s  a l i t t l e  ove r  1 6  p e r  c e n t  o f  t h e  
t o t a l  ( T a b l e  1 ) .  T h r e e - f o u r t h s  of  t h e  p roposed  e x p e n d i t u r e s  f o r  
communicat ions w i l l  be used  f o r  e x t e n s i o n s  and improvements  of  
r o a d s  and r a i l w a y s .  Most o f  t h e  r e m a i n d e r  i s  f o r  mail, t e l e -  
phone and t e l e g r a p h  s e r v i c e s .  The second l a r g e s t  e x p e n d i t u r e  
i t e m ,  r e p r e s e n t i n g  12  1 / 2  p e r  c e n t  of t h e  t o t a l  b u d g e t ,  i s  f o r  ed- 
u c a t i o n .  Thus, r a i l r o a d s ,  highways and s c h o o l s  r a n k  a t  t h e  v e r y  
t o p  o f  t h e  l i s t  of e x p e n d i t u r e s .  The t h i r d  l a r g e s t  i t e m  i s  f o r  
s e r v i c i n g  and  r e p a y i n g  t h e  p u b l i c  d e b t ,  w h i l e  t h a t  of n e x t  impor- 
t a n c e ,  and t h e  i t e m  w i t h  t h e  g r e a t e s t  i n c r e a s e  o v e r  1955,  i s  f o r  
development  of  h y d r a u l i c  r e sources - -ma in ly  i r r i g a t i o n  and power 
p r o j e c t s .  Then comes i n v e s t m e n t s ,  a l a r g e  p a r t  of which would be  
c a l l e d  " p u b l i c  worksn i n  t h e  Uni t ed  S t a t e s .  The sum of t h e  f i v e  
l a r g e s t  i t e m s  of  expendi ture- -communica t ions ,  e d u c a t i o n ,  p u b l i c  
d e b t ,  development  o f  h y d r a u l i c  r e s o u r c e s  and i n v e s t m e n t s - - a c a o u n t s  
f o r  t w o - t h i r d s  o f  t h e  t o t a l  budge t  ( T a b l e  1 ) .  These a r e  c e r t a i n l y  
t h e  t y p e s  of  e x p e n d i t u r e s  t h a t  a r e  needed i n  a n  underdeve loped ,  
b u t  r a p i d l y  d e v e l o p i n g ,  count ry .  One canno t  e s c a p e  t h e  c o n c l u s i o n  
t h a t  c a r e f u l ,  sound t h i n k i n g  went  i n t o  t h e  p r e p a r a t i o n  o f  t h i s  
budget .  It  d e s e r v e d  more c a r e f u l  s t u d y  by l e g i s l a t o r s  and more 
p u b l i c  d e b a t e  t h a n  i t  r e c e i v e d .  

I n  a d d i t i o n  t o  t h e  e x p e n d i t u r e  c a t e g o r i e s  shown i n  Table  
1, t h e  f o l l o w i n g  c l a s s i f i c a t i o n  was p r e s e n t e d  t o  t h e  Congress  i n  
t h e  P r e s i d e n t i a l  b u d g e t  message as b e i n g  a d i s t r i b u t i o n  o f  t h e  ex-  
p e n d i t u r e  i t e m s  nfrom t h e  p o i n t  o f  view o f  func t ions .n  

M i l l i o n s  P e r c e n t  
o f  p e s o s  o f  t o t a l  

Economic Development ..................... 3,288 49.10 
1. Communications and  t r a n s p o r t a t i o n  --- 1,682 
2.  A g r i c u l t u r e  and f o r e s t r y  ------------ 1 , 0 8 1  
3. I n d u s t r y  and  commerce --------------- 525 

S o c i a l  and' P r o t e c t i v e  S e r v i c e s  ----------- 1,496 
1. E d u c a t i o n a l  and c u l t u r a l  ------------ 832 
2. P u b l i c  h e a l t h  and h o s p i t a l s  --------- 360 
3. W e l f a r e  and  s o c i a l  s e c u r i t y  --------- 304 

Genera l  A d m i n i s t r a t i o n  ------------------- 

+One p e s o  i s  e q u a l  t o  a p p r o x i m a t e l y  e i g h t  c e n t s  i n  United S t a t e s  
money. 



This  c l a s s i f i c a t i o n  shows t h e  heavy emphas is  which t h e  
government  i s  g i v i n g  t o  economic development,* Indeed ,  when one 
l o o k s  a t  i t  i n  r e l a t i o n  t o  t h e  i t e m s  i n  Table 1, i t  a p p e a r s  t h a t  
t h e r e  h a s  been  a  t endency  t o  p u t  e v e r y t h i n g  u n d e r  t h e  r u b r i c  
~ e c o n o m i c . d e v e l o p m e n t . o  A t  t h e  same t i m e ,  one s h o u l d  n o t  o v e r -  
l o o k  t h e  f a c t  t h a t  t h i s  b u d g e t  of  t h e  F e d e r a l  government e x c l u d e s  
t h e  o p e r a t i o n s  of s e v e r a l  i m p o r t a n t  autonomous a g e n c i e s  such  a s  
~ a c i o n a l  F i n a n c i e r a ,  a p u b l i c  agency which lends-money and owns 
e q u i t i e s  i n  a  l a r g e  number of b u s i n e s s  e n t e r p r i s e s ,  and P e t r o l e o s  
Mexicanos   eme ex), t h e  l a r g e  and i m p o r t a n t  government agency which 
o p e r a t e s  t h e  o i l  i n d u s t r y ,  Had t h e s e  b u d g e t s  been  i n t e g r a t e d  w i t h  
t h a t  of t h e  F e d e r a l  government,  t h e  p r o p o r t i o n  of  t h e  t o t a l  t h a t  
might  p r o p e r l y  have been  i n c l u d e d  under  neconomic development11 
would p r o b a b l y  have been s t i l l  h i g h e r ,  One t h i n g  i s  c e r t a i n ;  t h i s  
government i s  d e d i c a t e d  t o  d e v e l o p i n g  Mexico, and  r e g a r d l e s s  of 
how one eoes  a b o u t  measur ing  i t s  a c t i v i t i e s  he w i l l  i n e v i t a b l y  con- 
c l u d e  t h a t  heavy emphasis  i s  b e i n g  p u t  on neconomic development,fl  
That  t h e  development  of human r e s o u r c e s  i s  n o t  b e i n g  ove r looked ,  
however, i s  i n d i c a t e d  by t h e  more t h a n  2 2  p e r  c e n t  o f  t h e  budge t  
devo ted  t o  " s o c i a l  and p r o t e c t i v e  s e r v i c e s , "  

A g l a n c e  a t  some of  t h e  d e t a i l e d  i t e m s  t h a t  make up t h e  
ma jo r  c a t e z o r i e s  i n  t h e  p r e c e d i n g  c l a s s i f i c a t i o n  i s  r e v e a l i n g ,  
For  i n s t a n c e ,  of  t h e  1,682 m i l l i o n  p e s o s  budge ted  f o r  ncommunica- 
t i o n s  and t r a n s p o r t a t i o n "  a l m o s t  674 m i l l i o n  w i l l  be used f o r  
r a i l w a y  r e c o n s t r u c t i o n  and improvement;  a n o t h e r  533 m i l l i o n  w i l l  
be used  f o r  r o a d s  and highways, The l a r g e s t  s i n g l e  i t e m  f o r  
" a g r i c u l t u r e  and f o r e s t r y t 1  i s  t h a t  of a l m o s t  776 m i l l i o n  pesos-- 
o v e r  70 p e r  c e n t  of t h e  t o t a l - - f o r  i r r i g a t i o n  and  f l o o d  c o n t r o l ,  
Almost e x a c t l y  one -ha l f  of t h e  525 m i l l i o n  p e s o s  f o r  " i n d u s t r y  
and w i l l  be used  by t h e  F e d e r a l  E l e c t r i c a l  Commission 
f o r  t h e  c o n s t r u c t i o n  of power p l a n t s  and t h e  e x t e n s i o n  o f  e l e c t r i c  
l i n e s ,  I n  t h e  a l l o c a t i o n  t o  l l s o c i a l  and p r o t e c t i v e  s e r v i c e s , "  
p r e s c h o o l  and p r i m a r y  e d u c a t i o n  a c c o u n t s  f o r  L69 m i l l i o n  p e s o s ,  o r  
s l i g h t l y  more t h a n  h a l f  o f  t h e  832 m i l l i o n  budge ted  i n  t h e  ned- 
u c a t i o n a l  and c u l t u r a l N  ca tegory .  Secondary  and v o c a t i o n a l  s c h o o l s  
w i l l  r e c e i v e  o n l y  5 3  m i l f i o n  pesos ,  w h i l e  u n i v e r s i t i e s ,  p r o f e s s i o n a l ,  
t e c h n i c a l  and t e a c h e r - t r a i n i n g  s c h o o l s  and i n s t i t u t e s  w i l l  g e t  1 6 3  
m i l l i o n ,  and  a l m o s t  8b m i l l i o n  a r e  budge ted  f o r  t h e  c o n s t r u c t i o n  of  
new s c h o o l  b u i l d i n g s .  I n  t h e  c a t e g o r y  of " p u b l i c  h e a l t h  and h o s p i -  
t a l s , *  a s m a l l  b u t  i n t e r e s t i n g  i t e m  i s  t h a t  of 30 m i l l i o n  pesos  t o  

*A c l a s s i f i c a t i o n  of t h i s  k i n d  o b v i o u s l y  i n v o l v e s  t h e  e x e r c i s e  o f  
judgment, by t h e  c l a s s i f i e r s ,  There could '  e a s i l y  be many d i f f e r e n c e s  
o f  o p i n i o n  w i t h  r e s p e c t  t o  t h e  major  c a t e g o r i e s  u n d e r  which any 
g i v e n  e x p e n d i t u r e  i t e m  s h o u l d  be  c l a s s i f i e d ,  Th i s ,  however, i s  t r u e  
of  any c l a s s i f i c a t i o n  scheme, U n f o r t u n a t e l y  t h e r e  i s  no way, on t h e  
b a s i s  of m a t e r i a l s  a v a i l a b l e ,  t o  r e l a t e  t h e  c l a s s i f i c a t i o n  i n  Table 
1 t o  t h a t  by f u n c t i o n s ,  Those d o i n g  c a r e f u l  r e s e a r c h  s t u d i e s  of  
Mexican b u d g e t i n g  p r o c e d u r e s  o r  o f  government f i s c a l  p o l i c i e s  w i l l  
want t o  s c r u t i n i z e  t h e  c l a s s i f i c a t i o n  of e x p e n d i t u r e s ,  



combat m a l a r i a ,  The a n t i m a l a r i a  campaign i s  p lanned  t o  c o s t  250 
m i l l i o n  pesos  o v e r  a  f o u r  y e a r  p e r i o d ,  i n c l u d i n g  a b o u t  1 0 0  m i l l i o n  
t o  be s u p p l i e d  by Uni t ed  Na t ions  a g e n c i e s .  

Al though i t  would be p o s s i b l e  t o  examine o t h e r  d e t a i l s  
of t h e  e x p e n d i t u r e  p a t t e r n ,  t h e  f o r e g o i n g  i s  enough t o  i n d i c a t e  
t h a t  t h e  budge t  f o c u s e s  a t t e n t i o n  on t h o s e  c r u c i a l  a r e a s  of s o c i e t y  
which must  be s t r e n g t h e n e d  and improved, i f  t h e  economy i s  t o  con- 
t i n u e  t o  grow and t u r n  o u t  an  i n c r e a s i n g  supp ly  o f  goods and s e r -  
v i c e s  f o r  t h e  r a p i d l y  expanding  p o p u l a t i o n .  If t h e  f u n d s  a r e  used 
a s  t h e y  have been  budgeted ,  t h e y  w i l l  b e a r  o u t  t h e  P r e s i d e n t l s  
s t a t e m e n t  t o  Congress  when he s a i d  i n  h i s  budge t  message: "In t h e  
i n v ~ s t m e n t  of p u b l i c  qunds, p r e f e r e n c e  w i l l  be g i v e n  t o  t h o s e  s e r -  
v i c e s  and works t h a t  c o n t r i b u t e  most r a p i d l y  t o  r a i s i n g  t h e  
p r o d u c t i v e  c a p a c i t y  of t h e  c o u n t r y  and above a l l  t o  improving  t h e  
c o n d i t i o n s  o f  l i f e  of o u r  people."  

A s  c o n t r a s t e d  w i t h  t h e  e x p e n d i t u r e  p a t t e r n ,  t h e  income 
s i d e  of t h e  budge t  w i l l  p r o v i d e  few i n c e n t i v e s  t o  economic growth. 
Although t h e  o f f i c i a l  e s t i m a t e s  i n d i c a t e  t h a t  25 p e r  c e n t  of t h e  
t o t a l  r evenue  of ~ ' , ~ O O , O O O , O O O  p e s o s  w i l l  be r a i s e d  by income 
t a x e s  on i n d i v i d u a l s  and c o r p o r a t i o n s ,  most of  t h e  o t h e r  i m p o r t a n t  
t a x e s  a r e  of  an i n d i r e c t  and r e g r e s s i v e  n a t u r e   a able 2 ) .  I n  o r d e r  
t o  g e t  some i d e a  of t h e  d e g r e e  of r e g r e s s i v e n e s s  i n  t h e  t a x  sys tem,  
I have grouped t h e  income c a t e g o r i e s  l i s t e d  i n  Table 2 i n t o  n d i r e c t "  
and ' t i n d i r e c t n  s o u r c e s  o f  r evenue ,  The f o r m e r . a r e  presumed t o  be 
t h o s e  t a x e s  and c h a r g e s  of  v a r i o u s  t y p e s  which a r e  p a i d  by t h e  
peop le  on whom t h e y  a r e  l e v i e d .  I n  o t h e r  words,  t h e y  a r e  n o t  r e a d i l y  
s h i f t a b l e .  On t h e  o t h e r  hand, t h e  l1 ind i rec tN  t a x e s  a r e  l i k e l y  t o  be 
s h i f t e d  i n  s u b s t a n t i a l  p a r t  t o  t h e  u l t i m a t e  consumers of goods and 
s e r v i c e s ,  

The d e g r e e  t o  which v a r i o u s  t y p e s  of t a x e s  a r e  s h i f t e d  i s  
a  q u e s t i o n  a b o u t  which economis t s  r a r e l y  a g r e e  even  a f t e r  l o n g  and 
c a r e f u l  s t u d y .  N e v e r t h e l e s s ,  a f t e r  r e v i e w i n g  t h e  studies o f  t h e  
Combined Mexican Working P a r t y .  as  ~ u b l i s h e d  i n  The Economic - - 
Development of ~ e x i c o , + - a ~ d  af lie; c b n s u l t i n g  s e v e r a l  - ~ e x i c a n  econo- 
m i s t > ~ ,  I v e n t u r e  t h e  f o l l o w i n g  c l a s s i f i c a t i o n  o f  t h e  " o r d i n a r y "  
revenue  i t e m s  l i s t e d  i n   able-2: 

- 

D i r e c t  Taxes 
I t em number E s t i m a t e d  pesos  
i n  Table  2 of revenue  i n  1956 

7 0 0 0 ' s  o m i t t e d  ) 

Income t a x e s  1 1,700,000 
Taxes on l o t t e r i e s ,  e t c .  11 54,000 
Immigra t ion  t a x e s  12 24,000 
Taxes on c a p i t a l  1 4  17,000 
SUB-TOTAL .................................................. 1,795,000 

*Pub l i shed  f o r  t h e  I n t e r n a t i o n a l  Bank f o r  R e c o n s t r u c t i o n  and Develop- 
ment by t h e  Johns  Hopkins P r e s s ,  Ba l t imore ,  1953,  



, I t e m  number E s t i m a t e d  ~ e s o s  
D i r e c t  Charges and F e e s  i n  Table  2 

M i s c e l l a n e o u s  f e e s ,  e t c ,  6 
Income f rom s e r v i c e s  7 
Income from n a t l l  p r o p e r t y  9 

of revenue  i n  1956 
( 0001s o m i t t e d  ) 

I n d i r e c t  Taxes 

E x p o r t  d u t i e s  2 
Taxes on p r o d u c t i o n  and ' 

commerce o f  i n d u s t r i a l  
goods and s e r v i c e s  3 

Impor t  d u t i e s  
Turnover  t a x  on 

4 

m e r c a n t i l e  income 
Tax on e x p l o i t a t i o n  

5 

of n a t u r a l  r e s o u r c e s  8 
Stamp t a x e s '  10  
Tax on premiums p a i d  

t o  i n s u r a n c e  companies 13 

GRAND TOTAL ( o r d i n a r y  r evenue  i t e m s )  ...................... 6,060,000 

This  i s  a  c r u d e  c l a s s i f i c a t i o n ,  b u t  i t  i s  s u f f i c i e n t l y  
a c c u r a t e  t o  i n d i c a t e  t h a t  a  r a t h e r  l a r g e  p r o p o r t i o n ' o f  t h e  t o t a l  
revenue  f o r  1956 w i l l  come from i n d i r e c t  t a x e s ,  Probably  t h e  i t e m  
a b o u t  which t h e r e  can r e a s o n a b l y  be t h e  g r e a t e s t  q u e s t i o n  i s  t h a t  
of e x p o r t  d u t i e s .  This  c a t e g o r y  c o v e r s  a  v a r i e t y  of l e v i e s  on 
d i f f e r e n t  t y p e s  of p r o d u c t s ,  The Combined Mexican Working P a r t y ,  
i n  i t s  r e p o r t ,  The Economic Development o f  Mexico, a rgued  t h a t  
e x p o r t  d u t i e s  a r e  i n  e f f e c t  t a x e s  on p r o f i t s ,  a n d  c l a s s i f i e d  them 
a s  " d i r e c t  t a x e s , n  I f  one a c c e p t s  t h e  c l a s s i f i c a t i o n  which I 
have o f f e r e d  above, abou t  56 p e r  c e n t  of t h e  revenue  of t h e  F e d e r a l  
government w i l l  come from i n d i r e c t  t a x e s  i n  1956,  On t h e  o t h e r  
hand, i f  e x p o r t  d u t i e s  a r e  p l a c e d  i n  t h e  c a t e g o r y  of I1d i rec tn  t a x e s ,  
and  makes no o t h e r  change i n  t h e  above c l a s s i f i c a t i o n ,  o n l y  a b o u t  
39 p e r  c e n t  of t h e  revenue  w i l l  come from i n d i r e c t  s o u r c e s .  The 
d i f f e r e n c e  i s  s i g n i f i c a n t ,  and y e t  e i t h e r  f i g u r e  i s  h igh  enough t o  
s u g g e s t  t h a t  many of  t h e  t a x e s  w i l l  n o t  i n  f a c t  be p a i d  by t h e  
p e o p l e  on whom t h e y  a r e  l e v i e d ,  b u t  w i l l  be s h i f t e d  +.o someone e l s e .  



Moreover,  t h e  low-income and middle  c l a s s e s  a r e  l i k e l y  t o  be 
h a r d e s t  h i t  i n  r e l a t i o n  t o  t h e i r . a b i l i t y  t o  pay. This  does  n o t  
a u g u r  w e l l  f o r  hopes of a r a p i d l y  expanding  marke t  f o r  goods 
and  s e r v i c e s  t o  u n d e r g i r d  t h e  growing i n d u s t r i a l i z a t i o n  t h a t  
t h e  government i s  s t r i v i n g  t o  promote.  

On t h e  o t h e r  hand, t a x e s  a r e  n o t  r e a l l y  h i q h  i n  Mexico 
a s  compared w i t h  t h e  Uni t ed  S t a t e s  o r  o t h e r  we l l -deve loped  coun- 
t r i e s .  For  i n s t a n c e ,  a  p r o f e s s i o n a l  man such  a s  a  l awyer ,  d o c t o r  
o r  d e n t i s t ,  i s  a l lowed  expenses  a p p r o p r i a t e  t o  h i s  p r o f e s s i o n  and 
may have n e t  e a r n i n g s  up t o  84,000 p e s o s  ( a b o u t  $6 ,720)  b e f o r e  he 
r e a c h e s  t h e  1 0  p e r  c e n t  b r a c k e t  i n  t h e  g r a d u a t e d  income t a x .  H i s  
n e t  can  go as h i g h  as 168,000 p e s o s  ( a b o u t  $13,440) b e f o r e  he h i t s  
t h e  2 0  p e r  c e n t  b r a c k e t ,  and even  t h i s  r a t e  w i l l  be a p p l i c a b l e  t o  
o n l y  t h e  l a s t  few thousand pesos  o f  h i s  t a x a b l e  e a r n i n g s .  The 
income tax on c o r p o r a t i o n s  i s  g r a d u a t e d ,  b u t  t h e  maximum r a t e  i s  
39 p e r  c e n t ,  and t h e r e  a r e  many c o n c e s s i o n s  o f  v a r i o u s  k i n d s  t o  
encourage  t h o s e  i n d u s t r i e s  which t h e  government deems n e c e s s a r y  
f o r  b a l a n c e d  economic growth,  The income t a x  on wage and s a l a r i e d  
employees r a n g e s  from 1 1 / 2  t o  5 p e r  c e n t  of  g r o s s  monthly e a r n i n g s  
f o r  t h o s e  below 4,000 pesos  p e r  month ( a b o u t  $320) ,  who compr ise  
t h e  v a s t  m a j o r i t y  of t h e  l a b o r  f o r c e ,  Of c o u r s e ,  t h e  i n d i r e c t  t a x  
l o a d  i s  i n  a d d i t i o n  t o  t h e s e  income t a x  r a t e s  and a s  has  been s a i d ,  
i t  p r o b a b l y  b e a r s  q u i t e  h e a v i l y  on t h e  lower-income groups ,  How- 
e v e r ,  t h e  t o t a l  t a x  c o l l e c t $ o n s  of t h e  f e d e r a l  government have 
been  r u n n i n g  i n  r e c e n t  y e a r s  t o  o n l y  7 o r  8 p e r  c e n t  o f  t he  g r o s s  
n a t i o n a l  p r o d u c t  o f  t h e  economy. This  i s  q u i t e  low. Moreover, 
t h e  growing impor tance  of t h e  income t a x  a s  a s o u r c e  o f  revenue ,  
p l u s  t h e  g r e a t e r  emphas is  which t h e  government p r o p o s e s  t o  g i v e  
t o  t h e  c o l l e c t i o n  o f  i n h e r i t a n c e  and g i f t  t a x e s ,  i n d i c a t e s  t h a t  
d i r e c t  t a x e s  w i l l  p r o b a b l y  become a  g r e a t e r  and g r e a t e r  p r o p o r t i o n  
of t h e  t o t a l  i n  t h e  y e a r s  ahead,  



TABLE 1 

Budgeted expenditures of the  Federal Government o f  Mexico f o r  

1955 and 1956 

(Amounts in  pesos -- one peso equals approximately 8 cents  U. S.) 

Items 

- 

1955 I 1y36 
Per cent 

change 
from 1955 
Budget 

Amount 
(0001 s omitted) 

Per cent  1 Amount I per cent  - 

of I (000's omitted) of 
t o t a l  I t o t a l  

1. Communications 
2. Education 
30 Public Debt 
4. Hydraulic 

Resources , 
5. Investments 
6. Defense 
7. Heal$h 
8. Navy 
9. . Treasury 

10. Anriculture 
11. Foreign 

Relations 
12. Economy 

13. M i l i t a r y  
I n d p t r y  

14. I n t e r i o r  
15. Legis la t ive  
16. J u d i c i a l  
17. Agrarian 

Bureau 
18. Labor 
19. National 

Propert ies 
20. Attorney 

General 

21. Presidency 
22. Additional 

Expenses 

TOTAL 



TABLE 2 

Btimated revenues of the Federal Government of Mexico by sources i n  

1955 and 1956 

(~mounta i n  pesos -- one peso equals approximately 8 cents U. S. ) 

?er cent 
of 

t o t a l  

e r  cen P e r  cent 
change 

from 1955 
Budget I Source of Revenue (0001 s omitted) (000's omitted) of / it, 

1. Income tax on 
indipiduals and 1,300, OOo 
corporations 

2. Export duties 950,000 

3. Taxes on production 
and commerce of in- 640,300 
dus t r i a l  goods and 
services 

1 4. Import duties 1 650,000 

5'. Turnover tax on 
mercantile income 5oc+O00 

6. Miscellaneous fees, 
fines and charges 325,000 

7. Income from 
government services 200,000 - postoffice, te le r ,  
grams, etc, 

8. Tax on exploitation 
of natural resource 190,000 

9* Income derived from 
national properties 129,000 i 

10. Stamp taxes 65 000 



TABLE 2 

( continued) 

source o f  Revenue 
Amount 

(000ts omitted) 

11. Tax on lotteries, 
drawings and gam- &000 
bling permitted 
by 1- 

-- - - 

12. Immigration taxes ' 1  
I 

13. Tax on premiums paid 
insurance companies 18,000 

4. Taxes on Capital - 
inheritances, g i f ts ,  

Per cent 
of 

to ta l  

Amount 
(ml8 omitted: 

Sales and recovery of 
capital LO, 000 0. 70 40,000 

Loans 600,000 10.56 600,00 

4 

change 

*Includes 11,500,000 pesos for  a special revenue item i n  1955 that does not appear in the 
1956 estimates . 



The UN g r a n t  f o r  t h e  f i r s t  y e a r  (1954)  was f o r  o n l y  
$50,000, of  which $20,000 was t o  be used  f o r  t h e  p u r c h a s e  o f  f a rm 
machinery.  The J u n t a  de R e c o n s t r u c c i o n  y Fomento I n d u s t r i a l  d e l  
Cusco h a s  made 500,000 s o l e s ,  a p p r o x i m a t e l y  $25,000, a v a i l a b l e ,  -- 
and w i l l  p r o b a b l y  p u t  up an  a d d i t i o n a l  250,000 s o l e s  w i t h i n  t h e  
n e x t  few months. The A g r i c u l t u r a l  Bank o f  P e r u  i s  c o n t r i b u t i n g  
o v e r  100,000 s o l e s  toward  t h e  s a l a r i e s  o f  t e c h n i c i a n s ,  and f u r n i s h -  
i n g  a  l i n e  o f  c r e d i t  i n  t h e  form o f  l o a n s  t o  t h e  s m a l l  I n d i a n  
f a r m e r s .  A t  t h e  p r e s e n t  t ime ,  t h e  s t a f f  of  t h e  p r o j e c t  c o n s i s t s  
o f  a  North American t e c h n i c i a n  s u p p l i e d  by I n t e r n a t i o n a l  Develop- 
ment S e r v i c e s ,  t h r e e  agronomos, one s a n i t a r y  e n g i n e e r ,  and one 
woman s o c i a l  worker ,  who i s  t r a i n e d  a s  a  n u r s e  and home economist .  
A l l  e x c e p t  t h e  t e c h n i c i a n  a r e  Pe ruv ians .  There a r e  a l s o  f i v e  non- 
p r o f e s s i o n a l  p e o p l e  employed a s  s t e n o g r a p h e r s ,  t r a c t o r  d r i v e r s  
and workmen. 

The f a c t  t h a t  t h e  program, which was s t a r t e d  i n  J a n u a r y  
1954, d i d  n o t  g e t  under  way u n t i l  more t h a n  two y e a r s  a f t e r  i t  
was recommended, and i s  o p e r a t i n g  on a  v e r y  smal l  s c a l e ,  h a s  n o t  
dampened t h e  s p i r i t s  o f  t h e  l o c a l  s t a f f .  They f e e l  t h a t  t h e  a r e a  
p r e s e n t s  some v e r y  d i f f i c u l t  problems,  b u t  t h e y  a r e  e n t h u s i a s t i c  
a b o u t  an o p p o r t u n i t y  t o  s o l v e  them. The s e l e c t i o n  o f  t h e  Chinchero  
d i s t r i c t  as t h e  s t a r t i n g  p l a c e  f o r  t h e  program was made by  a  C o s t a  
Rican  t e c h n i c i a n  s e n t  by  t h e  UN, who l a c k e d  e x p e r i e n c e  w i t h  s u p e r -  
v i s e d  c r e d i t ,  and was c o n c u r r e d  i n  by  a  mining  e n g i n e e r ,  who i s  
e x e c u t i v e  o f f i c e r  o f  t h e  Junta .  To i n t e r j e c t  a g r i c u l t u r a l  c ~ e d i t  
i n t o  s e l f - s u f f i c i e n t  I n d i a n  communit ies ,  where b a r t e r  a t  t h e  Sunday 
morning, l o c a l  marke t  i s  t h e  p r i n c i p a l  means o f  commerce, w i l l  b e  
t h e  supreme t e s t  o f  North dmsr ican  i n g e n u i t y .  

F o r t u n a t e l y ,  t h e  t e c h n i c i a n  s e n t  by I n t e r n a t i o n a l  
Development S e r v i c e s  d i d  n o t  a r r i v c  u n t i l  December 1953,  which 
was a f t e r  t h e  p l a n t i n g  s e a s o n  had passed .  I t  was, t h e r e f o r e ,  t o o  
l a t e  t o  i n t e r e s t  t h e  l o c a l  f a r m e r s  i n  p r o d u c t i o n  c r e d i t .  I n s t e a d ,  
he  s e t  abou t  showing them how t o  s i d e - d r e s s  t h e i r  p o t a t o e s  w i t h  
f e r t i l i z e r  and how t o  c o n t r o l  i n s e c t s  and d i s e a s e s  th rough  t h e  
p r o p e r  u s e  o f  c h e m i c a l  s p r a y s  and d u s t s .  He r e c r u i t e d  t h e  s o c i a l  
worker  t o  s t a r t  sewing c l a s s e s  and h e a l t h  c l i n i c s ,  and t o  b e g i n  
g i v i n g  d e m o n s t r a t i o n s  i n  some of  t h e  r u d i m e n t s  o f  home s a n i t a t i o n .  
Moreover, i t  w a s  soon d i s c o v e r e d  t h a t  t h e  law governing  %he oper-  
a t i o n s  o f  t h e  A g r i c u l t u r a l  Bank v i r t u a l l y  p r o h i b i t e d  t h e  e x t e n s i o n  
o f  c r e d i t  t o  t h e  I n d i a n  f a r m e r s .  I t  had  t o  be amended i n  two r e -  
s p e c t s .  F i r s t ,  t o  e n a b l e  t h e  I n d i a n  f a m i l i e s  t o  l e g a l l y  mortgage 
t h e i r  c r o p s  and l i v e s t o c k  a s  s e c u r i t y  f o r  l o a n s ;  and, second,  t o  
a l l o w  t h e  bank t o  advance l o a n s  e q u a l  i n  amount t o  t h e  e s t i m a t e d  
v a l u e  o f  t h e  s e c u r i t y .  These amendments t o  t h e  law were approved 
i n  J u l y ,  1954. They n o t  o n l y  opened t h e  door  t o  a  c r e d i t  program 
i n  'h inchero ,  b u t  a l s o  made i t  p o s s i b l e  f o r  t h e  A g r i c u l t u r a l  Bank 
t o  b e g i n  t o  r e s p o n d  t o  t h e  needs  of  I n d i a n  f a r m e r s  t h r o u g h o u t  t h e  
c o u n t r y .  

In t h e  meantime, t h e  l o c a l  f i e l d  s t a f f  h a s  been  an  i m -  
r o r t a n t  c a t a l y t i c  a g e n t  i n  e n l i s t i n g  t h e  i n t e r e s t  and a c t i v e  
a s s i s t a n c e  o f  o t h e r  government a g e n c i e s .  For example, t h e  P u b l i c  
H e a l t h  Department h a s  earmarked 301,000 s o l e s  f o r  a  r u r a l  s a n i t a r y  



program i n  t h e  Cusco a r e a ,  The s a n i t a r y  e n g i n e e r  f r o m  t h e  Chinchero  
p r o j e c t  o f  UN w i l l  d i r e c t  t h e  u s e  o f  t h e s e  f u n d s ,  p u t t i n g  most of  
t h e  money i n t o  t h e  c o n s t r u c t i o n  of s a n i t a r y  p r i v i e s ' a n d  t h e  . e s t a b -  
l i s h m e n t  of  p u r e  w a t e r  s u p p l i e s  f o r  t h e  I n d i a n  communit ies ,  The 
Cusco b ranch  o f  t h e  M i n i s t r y  of  P . c r ; cu l tu re  h a s  s e n t  t e c h n i c i a n s  
t o  Chinchero  t o  a d v i s ?  on methods of ~ l a n t  and an ima l  d i s e a s e  
c o n t r o l ,  and h a s  d e s i g n e d  a d i p p i n g  v a t  which t h e  UN t e c h n i c i a n s  
a r e  c o n s t r u c t i n g  t o  t r y  t o  r i d  Indian-owned hogs  and sheep  of  
l i c e  and t i c k s ,  A d ~ c t o r  f rom a  n e i g h b o r i n g  d i s t r i c t  now h o l d s  
a  rrcelrly c l i n i c  i n  Chinchero  f o r  t h e  I n d i a n  f a m i l i e s ,  H i s  c h a r g e s ,  
p a i d b y t h e  UN p r o j e c t  a r e  o n l y  50 s o l e s ,  about  $2,50, p e r  c l i n i c ,  
p l u s  t r a n s p o r t a t i o n  i n  one o f  t h e  j e e p s  used  by t h e  a g r i c u l t u r a l  
t e c h n i c i a n s  i n  t h e i r  e d u c a t i o n a l  work w i t h  t h e  l o c a l  f a m i l i e s ,  For  
t h e  f i r s t  t ime  i n  h i s t o r y ,  many of t h e  I n d i a n s  have r e c e i v e d  t h e  
a t t e n t i o n  of a  t r a i n e d  med ica l  man, 

Two programs of  t e c h n i c a l  a s s i s t a n c e  sponsored  by  t h e  
U.S. government have been o f  g r e a t  v a l u e  t o  t ? ? e  UN t e c h n i c i a n s  r'.n 
l a u n c h i n g  t h e i r  e f f o r t s  i n  Chinchero,  One of t h e s e  i s  t h e  j o i n t  
Pe ruv ian -Uni t ed  S t a t e s  program i n  e l e m e n t a r y  e d u c a t i o n ,  which i s  
c a r r i e d  o u t  by t h e  ~ e r v i c i o  Coopera t i v o  ~ e r u a n o  ~ o r t e a m e r i c a n o  de 
Educacion ( S E C P A N E ) .  The o t h e r  i s  t h e  work i n  a m ? i c u l t u r a l  ex-  ~-~ - - - -  - - -  - - -  
t e n s i o n ,  c o n d u c t e d s  by t h e  S e r v i c i o  Cooper a t i v o  I n t e r - ~ m e r i c a n o  --- de  
Produccior ,  de Al imentos  (sCIPA). The l a t t e r  h a s  n o t  o p e r a t e d  i n  
t h e  ~ h i n c h ~ r o  d i s t r i c t ,  b u t  one o f  i t s  r u r a l  a g e n t s  s t a t i o n e d  a t  
Cusco h a s  been  o f  g r e a t  a s s i s t a n c e  i n  a d v i s i n g  t h e  UN t e c h n i c i a n s  
w i t h  r e s p e c t  t o  t h e  a g r i c u l t u r a l  p r a c t i c e s  t h a t  a r e  sound and 
d e s i r a b l e  i n  t h e  h i g h l a n d s ,  and h a s  ??opened t h e  dooi-sl? f o r  them t o  
many s o u r c e s  o f  i n f o r m a t i o n  and  guidance ,  SECTANE h a s  had  a p ro -  
g ram i n  t h e  d i s t r i c t  f o r  s e v e r a l  y e a r s .  I t  o p e r a t e s  a  f i f t h - g r a d e ,  
" n u c l e a r f l  s c h o o l  i n  t h e  V i l l a g e  o f  Chinchero,  and  t e n  o t h e r  second-  
and t h i r d - g r a d e  s c h o o l s  i n  s u r r o u n d i n g  v i J 1  ages, It h a s  made two 
rooms i n  i t s  Chinchero  s c h o o l  b u i l d i n g  a v a i l a b l e  t o  t h e  UN p r o j e c t ;  
i t s  t e a c h e r s  have c o o p e r a t e d  i n  l o c a l  s u r v e y s  o f  f a m i l i e s ,  f a rms  
and l i v i n g  c o n d i t i o n s ;  and i t  h a s  g r a n t e d  t h e  use  o f  s c h o o l  l a n d  
on which t o  e r e c t  a b u i l d i n g  t o  house machinery  and equipment ,  a s  
w e l l  a s  l a n d  f o r  d e m o n s t r a t i o n  p l o t s  and ga rdens ,  

G r e a t  p r o g r e s s  h a s  been made i n  gain!.ng t h e  c o n f i d e n c e  
o f  t h e  I n d i a n  f a m i l i e s ,  Each week, s e v e r a l  dozen women and g i r l s  
come t o  t h e  c l a s s e s  i n  sewing, home s a n i t a t i o n  and c h i l d  c a r e  t h a t  
a r e  h e l d  by t h e  s o c i a l  worker ,  She i s  a b l e  t o  go i n t o  t h e  homes 
and g i v e  s imple  d e m o n s t r a t i o n s  i n  ways and means o f  improving  d i e t s  
and o f  making l i f e  i n  t h e  m i s e r a b l e ,  l i t t l e  h o u s e s  more h e a l t h f u l  
and l e s s  l a b o r o u s ,  S e v e r a l  f a m i l i e s  have h i r e d  t h e  t r a c t o r  pu r -  
c h a s e d  by UN f u n d s  t o  plow t h e i r  l a n d  t h a t  h a s  been  i n  p a s t u r e ,  
Some o f  it i s  o f  such  heavy s o i l  t h a t  i t  can  h a r d l y  be t u r n e d  by 
oxen, For  t h e  u s e  o f  t h e  t r a c t o r  t h e y  pay  a n  amount e q u a l  t o  t h e  
e s t i m a t e d  c o s t  o f  o p e r a t i n g  t h e  machinerg,  which i s  a b o u t  $3.60 
p e r  a c r e  f o r  p lowing and d i s c i n g  and making i t  r e a d y  f o r  p l a n t i n g ,  
-4 p a r t  o f  t h e  UN f u n d s  h a s  been u s e d  t o  buy a s m a l l  t h r e s h i n g  
machine, which c a n  be  h a u l e d  from one t r a c t  t o  a n o t h e r  by  a jeep ,  
It h a s  been k e p t  b u s y  t h r e s h i n g  b a r l e y  and wheat ,  f o r  which t h e  
f a m i l i e s  a r e  c h a r g e d  enough t o  cove r  t h e  c o s t  o f  o p e r a t i n g  t h e  
machine. 



On many days, t h e  smal l  t h r e s h e r  can be seen  ope ra t i ng  
i n  a  f i e l d  on ly  a  few hundred y a r d s  from another  where a  neighbcr-  
i n g  f ami ly  i s  t h r e s h i n g  i t s  g r a i n  by t h e  t r a d i t i o n a l  method -- 
u s i n g  oxen t o  tramp t h e  s t r aw  i n t o  a  f i n e  mulch, which i s  t h e n  
thrown up i n t o  t h e  a i r  t o  l e t  t h e  wind s e p a r a t e  t h e  s t r aw  and 
c h a f f  from t h e  k e r n e l s  of gra in .  Likewise, t h e  t r a c t o r ,  wi th  i t s  
l a r g e  three-bottom t u r n i n g  plows, o r  i t s  heavy d i s c ,  i s  o f t e n  
working i n  a smal l  t r a c t  of  no more t h a n  one o r  two ac re s ,  whi le  
nearby a  gang o f  s ix  o r  seven men wi th  f o o t  plows -- small ,  narrow 
spades  -- breaks  a  ne ighbor l s  f i e l d  by t h e  methods t h a t  were i n  
n se  a t  t h e  t ime of t h e  Incas .  

The modern and t h e  t r a d i t i o n a l  a r e  working s i d e  by s i d e  
i n  Chinchero, and t h e  p o t e n t i a l i t i e s  of t h e  changes t h a t  are  i n  
t h e  o f f i n g  a r e  tremendous. The use  of machinery w i l l  have a t  
l e a s t  two inmedia te  consequences: t h e  amount o f  l a n d  i n  c rops  
w i l l  be s i g n i f i c a n t l y  increased ;  and cons ide rab l e  l a b o r  w i l l  be  
a v a i l a b l e  f o r  work o u t s i d e  of  t h e  d i s t r i c t .  Now t h e r e  i s  almost  
a s  much l a n d  i n  p a s t u r e  a s  i n  crops. The t r a d i t i o n a l  system i s  
t o  farm t h e  l a n d  f o r  f o u r  years ,  and l e t  i t  l i e  i d l e  f o r  t h r e e  
yea r s ,  dur ing  which t i m e  it i s  h e a v i l y  pas tu red  wi th  sheep and a  
few c a t t l e .  Moreover, n o s t  o f  t h e  s o i l  i s  heavy, and some of i t  
i s  poo r ly  dra ined,  Thus, t h e r e  i s  a v a i l a b l e  f o r  crop produc t ion  
some l a n d  t h a t  cannot  be worked w i t h  spades o r  ox-drawn, wooden 
plows. With machines t o  break and d r a i n  l and ,  and wi th  t h e  i n -  
t r o d u c t i o n  of modern c r o p  r o t a t i o n s  and improved pas tu re s ,  i t  
would be r a t h e r  ea sy  t o  i n c r e a s e  t h e  t o t a l  c u l t i v a t e d  acreage by 
40 t o  50 p e r  cent ,  wi thout  v i o l a t i n g  sound p r i n c i p l e s  of s o i l  
conservat ion.  Through t h e  use o f  f e r t i l i z e r s ,  d i s ea se - f r ee  seeds, 
and chemical  i n s e c t i c i d e s ,  it  may be p o s s i b l e  t o  i n c r e a s e  t h e  
y i e l d  of  t h e  l a n d  now under c u l t i v a t i o n  by 40 t o  50 pe r  cent .  
Thus, an 80 t o  100 p e r  c e n t  i n c r e a s e  i n  a g r i c u l t u r a l  ou tpu t  appears  
t o  be p o s s i b l e  i n  t h e  Chinchero d i s t r i c t .  

Such an achievement w i l l  depend no t  on ly  on sound a g r i c u l -  
t u r a l  and t e c h n i c a l  guidance, b u t  on t h e  w i l l i n g n e s s  of  t h e  I n d i a n  
f a m i l i e s  t o  accep t  the -new methods of  farming and ways of l i v i n g  
t h a t  w i l l  be involved.  The r e a c t i o n  of t h e  Ind i ans  t o  a  commer- 
c i a l ,  sc ient!  f ica3y-based a g r i c u l t u r e ,  i n  which modern f a r m  machine- 
r y  p l a y s  a  c ' i l s iderab le  p a r t ,  w i l l  determine Chincherols  fu tu re .  
If a s i g n i f i c a n t  p r o p o r t i o n  of t h e  1,300 t o  1,400 Ind ian  f a m i l i e s ,  
comprising 5,000 t o  7,000 people,  respond wi th  reasonable  speed 
t o  t h e  new i d e a s  and p r a c t i c e s  t h a t  a r e  being suggested t o  them, 
and i f  t h e  program can be con t inued  f o r  f i v e  t o  t e n  yea r s ,  t h e  
r e s u l t s  w i l l  be r e v o l u t i o n a r y  i n  Chinchero. A p a t t e r n  w i l l  have 
been s e t  which cau ld  be a r e a l l y  s i g n i f i c a n t  and wholesome con- 
t r i b u t i o n  t o  t h e  s o l u t i o n  of P e r u ' s  " Ind i an  problemft. To f l a t l y  
p r e d i c t  t h a t  t h e  UN program i n  Chinchero w i l l  be b l e s sed  w i th  such 
r e s u l t s  i s  both hazardous and unnecessary,  F e l i x  Callanaupa and 
h i s  neighbors  w i l l  p robably  make t h e  f i n a l  determinat ion,  and 
f u t u r e  r e p o r t e r s  can  w r i t e  t h e  s t o r y  of  t h e  outcome.. But North 
Americans might w e l l  remember t h a t  t h e r e  a r e  thousands o f  a r e a s  
l i k e  Chinchero i n  Pe ru  and t h e  neighbor ing Andean c o u n t r i e s ,  and 
t h a t  t h e  p r o g r e s s  which is  made toward r e l i e v i n g  t h e  human misery 
and i n d i g n i t i e s  now s u f f e r e d  by m i l l i o n s  of Ind i an  f a m i l i e s ,  no t  



o n l y  a f f o r d s  a n  o p p o r t u n i t y  f o r  C h r i s t i a n  benevo lence  b u t  may 
a l s o  d e t e r m i n e  t h e  kind o f  w o r l d  i n  which o u r  c h i l d r e n  w i l l  
l i v e ,  




