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Many con tempora ry  d i s c u s s i o n s  o f  t h e  problems of  under-  
deve loped  c o u n t r i e s  p u t  s p e c i a l  emphas is  on t h e  l a c k  of ' t e c h n i c a l  
knowledge and t h e  s h o r t a g e  o f  c a p i t a l  as b e i n g  among t h e  major  
impediments  t o  economic growth. These, t h e r e f o r e ,  a r e  a r e a s  m e r i t -  
i n g  s p e c i a l  a t t e n t i o n  i n  any a t t e m p t  t o  u n d e r s t a n d  t h e  ways i n  which 
t h e  economic sys tem o f  an  underdeve loped  c o u n t r y  d e v e l o p s  and ex- 
pands ,  Mexico, because  i t  h a s  t r a v e l e d  c o n s i d e r a b l y  f a r t h e r  a l o n g  
t h e  r o a d  o f  i n d u s t r i a l i z a t i o n  t h a n  many o t h e r  L a t i n  American c o u n t r i e s ,  
o f f e r s  some good examples  o f  t h e  ways and means by which t h e  o b s t a -  
c l e s  imposed by t h e  s h o r t a g e  o f  t e c h n i c a l  know-how and c a p i t a l  a r e  
b e i n g  surmounted. S p e c i a l  e f f o r t s  o f  many d i f f e r e n t  t y p e s  a r e  con- 
" t a n t l y  b e i n g  made t o  b r e a k  t h r o u g h  t h e s e  two impediments  t o  eco-  
nomic g r o w t h - - e f f o r t s  by t h e  Mexican government,  by i n d e p e n d e n t  
o r g a n i z a t i o n s  o f  bus inessmen,  f a r m e r s ,  and l a b o r e r s ,  and by i n -  
d i v i d u a l  e n t r e p r e n e u r s .  

Among t h e  l o n g  l i s t  o f  government a c t i v i t i e s  aimed a t  
a i d i n g  i n  t h e  s o l u t i o n  of  t h e s e  problems a r e  such  t h i n g s  as :  
s c h o l a r s h i p s  and g r a n t s  t o  s e l e c t e d  Mexicans f o r  s t u d y  abroad;  t h e  
h i r i n g  of  i n d i v i d u a l s  and  s p e c i a l i z e d  f i r m s  from t h e  more h i g h l y  
deve loped  c o u n t r i e s  t o  a s s i s t  and a d v i s e  Mexican a g e n c i e s ,  b o t h  
p r i v a t e  and p u b l i c ,  i n  t h e  s o l u t i o n  o f  t e c h n i c a l  problems;  a com- 
p l e x  o f  f i s c a l  and monetary  p o l i c i e s ,  i n c l u d i n g  s u b s t a n t i a l  f o r e i g n  
borrowings ,  aimed a t  i n c r e a s i n g  t h e  l e v e l  o f  i n v e s t m e n t s  i n  Mexico; 
p a r t i c i p a t i o n  i n  t e c h n i c a l  a s s i s t a n c e  programs s p o n s o r e d  by U n i t e d  
N a t i o n s  a g e n c i e s ,  t h e  O r g a n i ~ a t i o n  o f  American S t a t e s ,  and t h e  
government o f  t h e  U n i t e d  S t a t e s ;  and v a r i o u s  s p e c i a l  inducements  
t o  b o t h  f o r e i g n  and domes t i c  b u s i n e s s  f i r m s  t o  s t a r t  o r  expand 
o p e r a t i o n s  i n  Mexico, I n  t h e  f i e l d  o f  p u b l i c  p o l i c y ,  t h e r e f o r e ,  
i t  i s  p o s s i b l e  t o  l e a r n  what a c t i o n s  government i s  t a k i n g  t o  combat 
t h e  l a c k  o f  t e c h n i c a l  knowledge and t h e  s h o r t a g e  o f  c a p i t a l .  These 
a r e  w e l l  wor thy  o f  s t u d y ,  

However, i t  u s u a l l y  i s  t h e  i n d i v i d u a l  bcs inessman who 
f a c e s  t h e s e  problems i n  t h e i r  most c o n c r e t e ,  m a n i f e s t a t i o n s .  He i s  
t h e  p e r s o n  who i s  f a c e d  w i t h  t h e  t a s k  o f  combining t h e  t e c h n i c a l  
knowledge t h a t  i s  a v a i l a b l e  w i t h  wha teve r  c a p i t a l  h e  c a n  c o n t r o l  
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i n t o  some s o r t  o f  p r o d u c t i v e  p r o c e s s ,  which  h e  h o p e s  w i l l  make him 
a p r o f i t  by s u p p l y i n g  a p r o d u c t  o r  s e r v i c e  t h a t  t h e  consumer  w a n t s  
a n d  i s  w i l l i n g  t o  p a y  f o r ,  It i s  n o t ,  t h e r e f o r e ,  a m i s s  t o  t a k e  a 
d e t a i l e d  l o o k  a t  t h e  p rob l ems  w i t h  which  i n d i v i d u a l  b u s i n e s s  firms 
a r e  f a c e d  i n  t h e i r  a t t e m p t s  t o  o p e r a t e  i n  a n  economy where  t e c h n i c a l  
knowledge  and  a v a i l a b l e  c a p i t a l  a r e  i n  s h o r t  s u p p l y o h  

The a t t a c h e d  c a s e  h i s t o r y  o f  B r i a r c l i f f  a n d  Company, S.A., 
a m a n u f a c t u r e r  o f  r a d i o  and t e l e v i s i o n  s e t s  i n  Mexico,  p r o v i d e s  
s u c h  a n  o p p o r t u n i t y .  T h i s  c a s e  was w r i t t e n  f o r  t h e  Ha rva rd  G r a d u a t e  
S c h o o l  of B u s i n e s s  A d m i n i s t r a t i o n ,  However, i t  p r o v i d e s  s e v e r a l  
i l l u g t r a t i o n s  o f  o p e r a t i n g  p o l i c i e s  and  p r a c t i c e s  t h a t  may b e  o f  
g e n e r a l  i n t e r e s t ,  

F o r  i n s t a n c e ,  t h e  c a s e  i s  a good i l l u s t r a t i o n  o f  how 
t h r e e  young U n i t e d  S t a t e s  n a t i o n a l s ,  who h a d  a l r e a d y  g a i n e d  con-  
s i d e r a b l e  e x p e r i e n c e  i n  Mextco,  were  a b l e  t o  combine t h e  s p e c i a l i z e d  
t e c h n i c a l  knowledge which  one o f  them h a d  a c q u i r e d  t h r o u g h  t r a i n i n g  
a n d  e x p e r i e n c e  i n  t h e  U n i t e d  S t a t e s ,  w i t h  a  small amount o f  c a p i t a l  
of t h e i r  own a n d  a l i n e  o f  c r e d i t  f rom a l a r g e  U n i t e d  S t a t e s  f i r m  
t h a t  was , l o o k i n g  f o r  w i d e r  m a r k e t s  f o r  i t s  p r o d u c t s  and  t h a t  h a d  
t h e  f i n a n c i a l  r e s o u r c e s  t o  e x t e n d  c r e d i t  t o  a new Mexican  f i r m  t h a t  
would p r o v i d e  a p a r t  o f  t h a t  ma rke t .  The way i n  which  t h i s  l i n e  
o f  c r e d i t  i s  managed, t h r o u g h  t h e  s h i p p i n g  of m a t e r i a l  t o  a bonded 
warehouse  f o r  r e l e a s e  t o  t h e  Mexican  f i r m  o n l y  i f  i t  k e e p s  its 
a c c o u n t  on  a c u r r e n t  b a s i s ,  i s  a n  i n t e r e s t i n g  example  o f  a d e v i c e  
by  which c r e d i t  c a n  be s a f e l y  e x t e n d e d  t o  a f i r m  w i t h  meager  a s s e t s ,  
It i s  o b v i o u s l y  a s o c i a l  i n v e n t i o n  t o  f i t  t h e  n e e d s  of a b u s i n e s s  
e n v i r o n m e n t  i n  which  t h e  s c a r c i t y  o f  c a p i t a l  i s  a  c o n s t a n t l y  l i m i t i n g  
f a c t o r ,  I ts  u s e  i s  growing  t h r o u g h o u t  many b r a n c h e s  o f  Mexican  b u s i n e s s .  

A n o t h e r  p o i n t  o f  i n t e r e s t  i s  t h e  wide  d i s c r e p a n c y  be tween  
t h e  wages p a i d  by B r i a r c l i f f  and  Company and  t h e  p r i c e s  a t  which  i t  
s e l l s  i t s  p r o d u c t s ,  A few o f  t h e  h i g h e s t - p a i d  s k i l l e d  w o r k e r s  e a r n  
a b o u t  $125 t o  $130 p e r  month,  b u t  mos t  o f  t h e  w o r k e r s - - t h o s e  who 
a s s e m b l e  r a d i o  and  t e l e v i s i o n  s e t s  and  make t e l e v i s i o n  c a b i n e t a - -  
g e t  o n l y  $SO t o  $60 p e r  month. T h i s  i s  a p p r o x i m a t e l y  o n e - f o u r t h  
as  much a s  w o r k e r s  i n  t h e  U n i t e d  S t a t e s  a r e  p a i d  f o r  c o m p a r a b l e  
work,  Yet  t h e  p r i c e  of t e l e v i s i o n  s e t s  i n  Mexico i s  r o u g h l y  t w i c e  
a s  h i g h  as i n  t h e  U n i t e d  S t a t e s .  Why t h e  d i f f e r e n c e ?  %A s a t i s f a c t o r y  
answer  would r e q u i r e  i n v e s t i g a t i o n s  f a r  beyond  t h e  s c o p e  of t h o s e  
t h a t  I h a v e  u n d e r t a k e n ,  o r  c a n  u n d e r t a k e .  However, a few p o i n t s  
seem f a i r l y  o b v i o u s ,  U n i t  c o s t s  a r e  h i g h  e v e n  t h o u g h  wages  a r e  
low,  and  a  s u b s t a n t i a l  p a r t  o f  t h e  e x p l a n a t i o n  f o r  h i g h  u n i t  c o s t s  
a p p e a r s  t o  be  as f o l l o w s :  (I) p r o d u c t i o n  me thods  i n  t h e  p l a n t  a r e  
n o t  h i g h l y  e f f i c i e n t ;  ( 2 )  t h e  component  p a r t s s h i p p e d  f rom t h e  U n i t e d  
S t a t e s ,  u s u a l l y  i n  r e l a t i v e l y  s m a l l  l o t s  a n d  p l a c e d  i n  t h e  bonded 
warehouse  whe re  c a r r y i n g  c h a r g e s  a r e  h i g h ,  f i n a l l y  e n d  up c o s t i n g  
t h e  company c o n s i d e r a b l y  more t h a n  t h e  c o s t  o f  s u c h  p a r t s  t o  com- 
p a r a b l e  f i r m s  i n  t h e  U n i t e d  S t a t e s ;  ( 3 )  t h e  c o s t  o f  t h o s e  components  
which  t h e  company i s  f o r c e d  t o  buy f rom Mexican  m a n u f a c t u r e r s  i s  
v e r y  much h i g h e r  t h a n  t h a t  o f  c o m p a r a b l e  p a r t s  i n  t h e  U n i t e d  S t a t e s ;  
a n d  ( 4 )  o v e r h e a d  i s  h i g h  i n  r e l a t i o n  t o  volume,  However, i t  i s  
c l e a r  t h a t  t h e  l e v e l  o f  t h e  p r i c e  t o  t h e  consumer  c a n n o t  b e  e x p l a i n e d  



e n t i r e l y  i n  t e r m s  o f  h i g h  p r o d u c t i o n  c o s t s ,  The p r o f i t s  of  t h i s  
f i r m  have been  good, and  i t  h a s  been  a b l e  t o  expand t h e  s c a l e  o f  
i t s  o p e r a t i o n s  a t  a  r a p i d  pace ,  It i s  c l e a r ,  1 t h i n k ,  t h a t  t h e  
t e l e v i s i o n  i n d u s t r y  h a s  been  skimming t h e  cream o f f  t h e  upper-  
c l a s s  marke t ,  It may b e  a b l e  t o  c o n t i n u e  t o  do t h i s  f o r  a  w h i l e ,  
a s  new s t a t i o n s  a r e  opened i n  some o f  t h e  o t h e r  l a r g e  c i t i e s ,  b u t  
i n  a  few y e a r s  p r i c e  c o m p e t i t i o n  may become a r e a l i t y ,  

I n c i d e n t a l l y ,  we have i n  t h i s  c a s e  a t y p i c a l  example o f  
wage and p r i c e  r e l a t i o n s h i p s  i n  a  l a r g e  p a r t  o f  Mexican i n d u s t r y ,  
The * i c e s  of n e a r l y  a l l  fac tory-made  goods i n  Mexico a r e  h i g h e r  
t h a n  f o r  comparable  q u a l i t i e s  o f  t h e  same t y p e s  o f  goods i n  t h e  
U n i t e d  S t a t e s .  T h i s  i s  p a r t i c u l a r l y  n o t i c e a b l e  i n  t h e  consumer 
nha rd  goodsw f i e l d - - a u t o m o b i l e s ,  r e f r i g e r a t o r s ,  e l e c t r i c  and g a s  
s t o v e s ,  t e l e v i s i o n  and  r a d i o  s e t s ,  Automobi les  a r e  60 t o  80 p e r  
c e n t  h i g h e r  i n  Mexico t h a n i n  t h e  Uni t ed  S t a t e s ,  y e t  most o f  them 
a r e  assembled  i n  Mexico, and some o f  t h e  p a r t s  a r e  made h e r e  w i t h  
l a b o r  t h a t  i s  p a i d  v e r y  much l e s s  t h a n  au tomobi l e  worke r s  r e c e i v e  
i n  D e t r o i t ,  The immedia te  e x p l a n a t i o n  f o r  t h e s e  p r i c e  d i s c r e p a n c i e s  
i s ,  o f  c o u r s e ,  t h e  p r o t e c t i o n i s t  p o l i c y  b e i n g  f o l l o w e d  by t h e  govern-  
ment. The t a r i f f  w a l l  i s  h igh ,  and i s  d e l i b e r a t e l y  k e p t  h i g h  t o  
promote t h e  growth o f  Mexican i n d u s t r y .  Economis ts ,  bo th  i n  and 
o u t  o f  Mexico, may d e b a t e  t h e  wisdom of t h i s  p o l i c y ,  b u t  i t  is ,  
n e v e r t h e l e s s ,  a f a c t ,  and i t  i s  one of t h o s e  f a c t s  t h a t  i s  l i k e l y  
t o  be q u i t e  d u r a b l e .  

Moreover, a s  t h e  c a s e  of B r i a r c l i f f  and Company i l l u s t r a t e s ,  
t h e  t a r i f f  and r e l a t e d  i m p o r t  r e s t r i c t i o n s  a r e  n o t  t h e  o n l y  d e v i c e s  
by which t h e  Mexican government encourages  t h e  growth o f  i n d u s t r y .  
It a l s o  g r a n t s  s p e c i a l  t a x  c o n c e s s i o n s ,  A p a r t  o f  t h e  company's 
e a r l y  s u c c e s s  i n  t h e  manufac tu r ing  o f  r a d i o s  stemmed from t h e  f a c t  
t h a t  i t  was exempt f o r  f t v e  y e a r s  from t h e  payment of a  s u b s t a n t i a l  
p a r t  o f  t h e  r e g u l a r  t a x  l o a d  borne  by i t s  c o m p e t i t o r s ,  and a b o u t  
one -ha l f  o f  i t s  1955 p r o f i t s  came a s  a  r e s u l t  of t h e  tax-exempt 
s t a t u s  which l a s t  August was g r a n t e d  t o  t h e  companyls  t e l e v i s i o n  
b u s i n e s s ,  Only 2 o f  i t s  11 c o m p e t i t o r s  e n j o y  t h e  same tax-exempt 
s t a t u s ,  Such c o n c e s s i o n s  a r e  g r a n t e d  o n l y  a f t e r  a c a r e f u l  r e v i e w  
of  e a c h  a p p l i c a t i o n  by b o t h  t h e  M i n i s t r y  o f  Economics and t h e  
T r e a s u r y  M i n i s t r y .  They a r e  v a l u a b l e  p r i z e s ,  and many f i r m s  s e e k  
them. It i s  commonly s a i d  by t h e  r e p r e s e n t a t i v e s  o f  Uni ted  S t a t e s  
b u s i n e s s  f irms i n  Mexico C i t y  t h a t  t h e  government t e n d s  ' to g r a n t  
t a x  c o n c e s s i o n s  more l i b e r a l l y  t o  small, new f i r m s ,  whose s t o c k -  
h o l d e r s  and o f f i c i a l s  a r e  Mexican c i t i z e n s  o r  have b e e n  i n  Mexico 
f o r  many y e a r s ,  t h a n  t o  s u b s i d i a r i e s  o r  b ranches  o f  l a r g e ,  w e l i -  
e s t a b l i s h e d  Uni t ed  S t a t e s  f i r m s .  T h i s  i s  i n  l i n e  w i t h  a  r a t h e r  
r o b u s t  s p i r i t  o f  n a t i o n a l i s m  which p e r v a d e s  many a s p e c t s  o f  Mexican 
l i f e ,  b u t  I h a v e n ' t  been  a b l e  t o  check t h e  a c c u r a c y  of t h e s e  r e p o r t s ,  

A f i n a l  p o i n t  wor th  n o t i n g  i s  how t h e  f e a r  o f  d e v a l u a t i o n  
a f f e c t s  t h e  company's p o l i c i e s .  The o f f i c i a l s  o f  t h e  company p o i n t  
t o  t h e  l a c k  o f  c a p i t a l  t o  expand s a l e s  a s  b e i n g  t h e  one b i g  problem 
which t h e y  f a c e .  If o n l y  t h e y  had t h e  c a p i t a l  t o  f i u a n c e  t h e i r  
d e a l e r s ,  who s e l l  s e t s  t o  consumers on t h e  i n s t a l l m e n t  p l a n ,  t h e y  
would be  a b l e ,  t h e y  s a y ,  t o  expand volume, t h u s  r e d u c i n g  ove rhead  
p e r  s e t  and  p r o b a b l y  l o w e r i n g  somewhat t h e i r  d i r e c t  p r o d u c t i o n  



c o s t s  t h r o u g h  volume purchas ing .  Moreover, t h e y  s a y  t h a t  t h e y  c a n  
borrow d o l l a r s  i n  th 'e Un i t ed  S t a t e s ,  b u t  t h e y  a r e  a f r a i d  t o  do t h i s .  
T h i s  f e a r  a p p a r e n t l y  s t ems  i n  l a r g e  p a r t  f rom t h e  a c t i o n  o f  t h e  
government i n  A p r i l  1954, when--in t h e  most r e c e n t  o f  a  r a t h e r  l o n g  
s e r i e s  o f  d e v a l u a t i o n s - - i t  u 'nexpectedly  r educed  t h e  v a l u e  o f  t h e  
peso  from 8.65 t o  t h e  d o l l a r  t o  12.50. T h i s  a d t ,  c o n t r a r y  t o  most  
of t h e  e a r l i e r  d e v a l u a t i o n s , ,  c a u g h t  a  l o t  o f  p e o p l e  by s u r p r i s e .  
F i rms  which were borrowing d o l l a r s  and e x t e n d i n g  c r e d i t  i n  p e s o s  
were p a r t i c u l a r l y  h a r d  h i t ,  A s  t h e y  c o l l e c t e d  t h e i r  o u t s t a n d i n g  
peso  a c c o u n t s ,  t h e y  used  t h e s e  p e s o s  t o  buy d o l l a r ;  w i t h  which t o  
pay t h e i r  c r e d i t o r s  i n  t h e  Uni t ed  S t a t e s ,  b u t  t h e  p e s o s  t h e y  
c o l l e c t e d  a f t e r  d e v a l u a t i o n  bought  abou t  bO p e r  c e n t  f ewer  d o l l a r s  
t h a n  fo rmer ly .  B r i a r c l i f f  and Company was n o t  s e r i o u s l y  h u r t  b y  
t h e  1954 d e v a l u a t i o n  l a r g e l y  b e c a u s e  i t s  s t o c k s  o f  unassembled 
p a r t s  were i n  t h e  bonded w a r e h o u s e - - s t i l l  t h e  p r o p e r t y  o f  t h e  U n i t e d  
S t a t e s  f i r m  which had s h i p p e d  them and t h u s  n o t  d o l l a r  l i a b i l i t i e s  
o f  t h e  company. N e v e r t h e l e s s ,  company o f f i c i a l s  a r e  u n w i l l i n g  t o  
depend h e a v i l y  on d o l l a r  l o a n s  t o  expand t h e i r  o p e r a t i o n s .  The 
f a c t  t h a t  t h e  Bank o f  Mexico i s  c u r r e n t l y  r e p o r t i n g  t h a t  i t s  r e -  
s e r v e s  o f  g o l d  and f o r e i g n  exchange a r e  h i g h e r  t h a n  a t  any t i y e  i n  
r e c e n t  y e a r s ,  and  t h a t  l o c a l  b u s i n e s s  g o s s i p  s a y s  Miguel  Aleman 
( fo rmer  p r e s i d e n t  and one of  t h e  newly r i c h  bus inessmen o f  Mexico) 
i s  b r i n g i n g  h i s  money back home, d o e s n ' t  i m p r e s s  them. They a r e  
l o o k i n g  f o r  ways o t h e r  t h a n  borrowing d o l l a r s  t o  expand t h e i r  
b u s i n e s s .  



BRIARCLIFF AND COMPANY, S. A. 

The o f f i c i a l s  o f  B r i a r c l i f f  and Company, a  small manu- 
f a c t u r e r  of r a d i o  and t e l e v i s i o n  s e t s  i n  Mexico C i t y ,  have  been  
f a c e d  w i t h  a  c h r o n i c  s h o r t a g e  o f  c a p i t a l  s i n c e  t h e  company f i rs t  
s t a r t e d  o p e r a t i n g  i n  1946. Although t h e  company h a s  been  p r o f i t a b l e ,  
and s a l e s  have expanded r a p i d l y ,  company o f f i c i a l s  f o r e s e e  growing 
a o m p e t i t i o n  from s e v e r a l  l a r g e  Uni t ed  S t a t e s  m a n u f a c t u r e r s  which 
have  s u b s i d i a r i e s  engaged i n  r a d i o  and  t e l e v i s i o n  m a n u f a c t u r i n g  i n  
Mexico. They a r e ,  t h e r e f o r e ,  conce rned  a b o u t  B r i a r c l i f f ' s  a b i l i t y  
t o  compete w i t h  t h e s e  w e l l - f i n a n c e d  o r g a n i z a t i o n s  i n  t h e  y e a r s  
ahead. The c r u c i a l  problem i s  t h e  need  f o r  c a p i t a l  t o  f i n a n c e  
s a l e s .  D e a l e r s  s e l l  s e t s  o  t h e  i n s t a l l m e n t  p l a n  t o  consumers,  
and t h e  l i m i t i n g  f a c t o r  i n  A B a r c l i f f t s  s a l e s  i s  t h e  amount o f  
c r e d i t  which i t  c a n  e x t e n d  t o  i t s  d e a l e r s .  

O R G A N I Z A T I O N  A N D  OWNERSHIP 

B r i a r c l i f f  and Company, S. A .  (Soc iedad  b d n i m a ) ,  i s  a 
s m a l l  c o r p o r a t i o n  ownad by e i g h t  s t o c k h o l d e r s ,  s even  o f  whom own 
a l l  t h e  common s t o c k e 1  It was o r g a n i s e d  i n  1946  by two B r i a r c l i f f  
b r o t h e r s ,  Joseph  and  W i l l i a m ,  and t h e i r  b ro the r - in - l aw,  Carl Sanchez,  
A l l  a r e  c i t i z e n s  o f  t h e  Uni t ed  S t a t e s ,  b u t  t h e y  have  been  i n  Mexico 
f o r  many y e a r s .  Joseph  B r i a r c l i f f  and Carl Sanches  b o t h  have d e g r e e s  
i n  mining-- the former  from t h e  Colorado Schoo l  o f  Mines, which he  
a t t e n d e d  w h i l e  h i s  p a r e n t s  were r e s i d i n g  i n  Mexico, and t h e  l a t t e r  
from t h e  N a t i o n a l  U n i v e r s i t y  o f  Mexico, where h e  took  t h e  f i v e - y e a r  
min ing  c o u r s e .  The e l d e r  B r i a r c l i f f  and  S a n c h e z - - f a t h e r s  o f  t h e  
boys  who now r u n  B r i a r c l i f f  and Company--were employees of  a  l a r g e  
U n i t e d  S t a t e s  mining  company which owned and o p e r a t e d  mines and 
s m e l t i n g  works i n  Mexico. When Joseph B r i a r c l i f f  and C a r l  Sanchez 
f i n i s h e d  t h e i r  u n i v e r s i t y  c o u r s e s  a b o u t  1940,  t h e y  went t o  work i n  
Mexico f o r  t h i s  U n i t e d  S t a t e s  min ing  company. However, i t  was 
l o s i n g  money on i t s  g r i n c i p a l  Mexican o p e r a t i o n s ,  and  i t  s o l d  o u t  
t o  a n  agency o f  t h e  Mexican government i n  1945. Soon t h e r e a f t e r  
t h e r e  was a  r e d u c t i o n  i n  t h e  number o f  U n i t e d  S t a t e s  employees.  
Joseph  B r i a r c l i f f  and C a r l  Sanchez s t a r t e d  a s m a l l  t r u c k i n g  company, 
b u t  t h i s  b u s i n e s s  d i d n ' t  l a s t  l o n g ,  because  Wil l iam B r i a r c l i f f ,  who 
had  g r a d u a t e d  as an  e l e c t r o n i c s  e n g i n e e r  f rom a  Uni t ed  S t a t e s  u n i -  
v e r s i t y  and was a t  t h a t  t ime  working  f o r  a l a r g e  Uni t ed  S t a t e s  
e l e c t r o n i c s  company i n  New England,  p e r s u a d e d  them t o  j o i n  him i n  
f o u n d i n g  B r i a r c l i f f  and Company i n  Mexico. He t o o k  abou t  a  y e a r  
o f f  from h i s  r e g u l a r  j o b  i n  New England and came t o  Mexico, where 
h e  h e l p e d  h i s  b r o t h e r  and b r o t h e r - i n - l a w  w i t h  t h e  e n g i n e e r i n g  
problems i n v o l v e d  i n  s t a r t i n g  t h e  company and a i d e d  i n  working o u t  
an  i m p o r t a n t  a r r angement  f o r  o b t a i n i n g  r a d i o  p a r t s  from t h e  Company 
w i t h  which he was c o n n e c t e d  i n  t h e  U n i t e d  S t a t e s .  

B r i a r c l i f f  and Company was f o r m a l l y  o r g a n i z e d  i n  t h e  

The names of t h e  company and i t s  o f f i c i a l s  a r e  f i c t i t i o u s .  



summer o f  1946  w i t h  an  o r i g i n a l  c a p i t a l  of 20,000 p e s o s  ( e q u i v a l e n t  
a t  t h a t  t i m e  t o  a l i t t l e  over  U S # ~ , O O O )  a s  a  ~ o c i e d a d  de  ~ e s ~ o n s a -  
b i l i d a d  L i m i t a d a ,  which i s  r o u g h l y  s i m i l a r  t o  a  p a r t n e r s h i p  i n  t h e  
Uni ted  S t a t e s .  I t s  owners were t h e  two B r i a r c l i f f  b r o t h e r s ,  Sanchez, 
and one o u t s i d e r  w i t h  a  d i s t i n c t l y  m i n o r i t y  i n t e r e s t .  No s h a r e s  of  
s t o c k  were i s s u e d  under  t h i s  form o f  o r g a n i z a t i o n .  zn  e a r l y  1949, 
t h e  c a p i t a l  o f  t h e  f i r m  was i n c r e a s e d  t o  100,000 p e s o s  ( e q u i v a l e n t  
a t  t h a t  t i m e  t o  a b o u t  ~ ~ $ 1 2 , 5 0 0 ) .  No new owners were b r o u g h t  i n t o  
t h e  b u s i n e s s ,  however,  and t h e  company c o n t i n u e d  a s  a  S o c i e d a d  de 
R e s p o n s a b i l i d a d  L imi tada .  I n  March 195l., however, t h e  company was 
o r g a n i z e d  as a  c o r p o r a t i o n  ( s o c i e d a d  anonima) and t h e  c a p i t a l  was 
r a i s e d  t o  600,000 p e s o s  ( e q u i v a l e n t  a t  t h a t  t ime  t o  abou t  ~ ~ $ 7 0 , 0 0 0 ) .  
About 20-25 p e r  c e n t  o f  t h e  s t o c k  was s o l d  t o  a  few f r i e n d s  of  t h e  
o r i g i n a l  f o u n d e r s ,  I n  t h e  summer o f  1952,  t h e  c a p i t a l  was a g a i n  
expanded t o  900,000 p e s o s  ( e q u i v a l e n t  a t  t h e  t i m e  t o  abou t  US$9S,000) 
r e p r e s e n t e d  by 9,000 s h a r e s  o f  s tock--of  which 8 ,335 s h a r e s  were 
common s t o c k  w i t h  a  p a r  v a l u e  of 100  p e s o s  p e r  s h a r e ,  and 665 s h a r e s  
were p r e f e r r e d  s t o c k  a l s o  w i t h  a p a r  v a l u e  o f  100 p e s o s  p e r  s h a r e .  
The two B r i a r c l i f f  b r o t h e r s  and Sanchez own 52 p e r  c e n t  o f  t h e  
common. The o t h e r  s t o c k h o l d e r s  a r e  f r i e n d s  o f  t h e i r s .  

, 
Even w i t h  t h e  c o r p o r a t e  form o f  o r g a n i z a t i o n ,  t h e  company 

d o e s  n o t  have a board  o f  d i r e c t o r s .  ' I n s t e a d ,  i t s  c h a r t e r  p r o v i d e s  
f o r  an a d m i n i s t r a t o r ,  who c a n  e x e r c i s e  t h e  o r d i n a r y  powers o f  a 
board ,  and a g e n e r a l  manager, who h a s  powers i d e n t i c a l  t o  t h o s e  o f  
t h e  a d m i n i s t r a t o r .  Joseph  B r i a r c l i f f  h o l d s  t h e  p o s t  o f  a d m i n i s t r a t o r  
and C a r l  Sanchez  i s  t h e  g e n e r a l  manager,  Thus, t h e s e  two men r u n  
t h e  company. The one l i m i t a t i o n  o f  t h e i r  powers,  a s  p r o v i d e d  by 
t h e  c h a r t e r ,  i s  t h a t  n e i t h e r  o f  them c a n  o b l i g a t e  t h e  company f o r  
l i a b i l i t i e s  n o t  d i r e c t l y  conce rned  w i t h  company o p e r a t i o n s .  W i l l i a m  
B r i a r c l i f f  r e t u r n e d  t o  h i s  p o s i t i o n  w i t h  t h e  U n i t e d  S t a t e s  e l e c t r o n i c s  
company a few months a f t e r  B r i a r c l i f f  and Company, S. A , ,  waa launched.  
He c o n t i n u e s ,  however, t o  be i m p o r t a n t  i n  g i v i n g  t e c h n i c a l  a d v i c e  
and a s s i s t a n c e ,  even  though he  i s  i n  t h e  Uni t ed  S t a t e s .  

PRODUCTION METHODS 

The o f f i c e s  and m a n u f a c t u r i n g  f a c i l i t i e s  o f  B r i a r c l i f f  
and Company a r e  l o c a t e d  i n  p a r t  o f  a  l a r g e  s t o r a g e  b u i l d i n g  i n  a n  
i n d u s t r i a l  s e c t i o n  of  Mexico City. The p l a n t  i s  c e n t r a l l y  l o c a t e d  
s o  t h a t  d e l i v e r y  o f  s e t s  can  be  made by t r u c k  t o  p r a c t i c a l l y  any 
p a r t  o f  t h e  m e t r o p o l i t a n  a r e a  w i t h i n  a n  hour ,  and d e l i v e r i e s  t o  
t h e  s t o r e s  and shops  of  most of  t h e  d e a l e r s  i n  t h e  c i t y  c a n  be  
made w i t h i n  t h i r t y  m i n u t e s ,  , T h e  s p a c e  i s  r e n t e d  by t h e  company. 

The t h i r d  f l o o r  o f  t h a t  p a r t  of t h e  b u i l d i n g  used  by 
B r i a r c l i f f  and  Company i s  u t i l i z e d  f o r  t h e  manufac tu re  o f  t e l e v i s i o n  
c a b i n e t s .  The wood, a l l  o f  which i s  p u r c h a s e d  i n  Mexico, i s  b r o u g h t  
t o  t h e  t h i r d  f l o o r  by e l e v a t o r ,  from which i t  i m m e d i a t e l y  e n t e r s  i n t o  
a small c a r p e n t r y  s e c t i o n  o f  t h e  p l a n t .  Here i t  i s  p l a n e d ,  c u t  i n t o  
p r o p e r  p a t t e r n s  by power saws, and assembled  by hand i n t o  u n f i n i s h e d  
c a b i n e t s .  A f t e r  t h e s e  rough c a b i n e t s  a r e  assembled ,  t h e y  a r e  moved 
a  few f e e t  a c r o s s  t h e  f l o o r  t o  t h e  f i n i s h i n g  s e c t i o n ,  where t h e y  



a r e  sanded,  s t a i n e d ,  v a r n i s h e d ,  and f i n i s h e d .  I n  i t s  r o u t e  t h r o u g h  
t h e s e  two s e c t i o n s  of t h e  p l a n t ,  t h e  wood t r a v e l s  a g e n e r a l l y  U-shaped 
c o u r s e  s o  t h a t  t h e  f i n i s h e d  c a b i n e t s  a r r i v e  back a t  t h e  same end of  
t h e  room i n  which t h e  e l e v a t o r  i s  l o c a t e d .  They a r e  c a r r i e d  by hand 
o r  by small t r u c k  a c r o s s  t h e  room t o  t h e  e l e v a t o r  and t a k e n  t o  t h e  
second  f l o o r  where t h e  assembly  l i n e s  f o r  b o t h  t e l e v i s i o n  and r a d i o  
s e t s  a r e  l o c a t e d .  

The second f l o o r  i s  t a k e n  up m a i n l y  by: ( a )  two d i s t i n c t  
assembly  l i n e s ,  one f o r  r a d i o s  and t h e  o t h e r  f o r  t e l e v i s i o n  s e t s ;  
( b )  a s m a l l  a r t  and p r i n t i n g  depa r tmen t ,  where t h e  l e t t e r i n g  and  
p r i n t i n g  work f o r  d i a l s  i s  done, a s  w e l l  a s  c o l o r  p r i n t i n g  o f  ad- 
v e r t i s i n g  p o s t e r s ;  and ( c )  a bonded warehouse,  under  t h e  c o n t r o l  of  
The Lowell  ~ o m p a n y , ~  a f i r m  which s p e c i a l i z e s  i n  t h e  o p e r a t i o n  o f  
warehouses  i n  Mexico. The a c t u a l  assembly  o f  t h e  r a d i o  and t e l e -  
v i s i o n  s e t s  t a k e s  p l a c e  w i t h i n  t h e  c o n f i n e s  o f  t h i s  bonded warehouse. 
The t e l e v i s i o n  c a b i n e t s  a r e  b r o u g h t  down from t h e  t h i r d  f l o o r ;  t h e  
r a d i o  c a b i n e t s  which a r e  pu rchased  from a  l o c a l  p l a s t i c s  m a n u f a c t u r e r  . 
a r e  b r o u g h t  i n  from t h e  o u t s i d e ;  and t h e  many d i f f e r e n t  t u b e s  and  
p a r t s  t h a t  go i n t o  t h e  r a d i o  and t e l e v i s i o n  s e t s  a r e  s t o r e d  on t h i s  
f l o o r .  

I n  t h e  p r o c e s s  o f  assembly,  t h e  s e t s  move from s t a t i o n  t o  
s t a t i o n  a l o n g  t h e  assembly  l i n e s ,  w i t h  a  man a t  e a c h  s t a t i o n  add ing  
a  few c i r c u i t s ,  c o n d e n s e r s ,  t u b e s ,  e t c . ,  a c c o r d i n g  t o  a p l a n  which 
was o r i g i n a l l y  worked o u t  by Wi l l i am B r i a r c l i f f  on t h e  b a s i s  o f  
h i s  e x p e r i e n c e  i n  t h e  Uni t ed  S t a t e s .  The v a r i o u s  s t e p s  i n  t h e  
a s sembl ing  o f  r a d i o s ,  where a  l i m i t e d  number o f  c i r c u i t s ,  t u b e s ,  
and o t h e r  p a r t s  a r e  i n v o l v e d ,  a r e  q u i c k l y  memorized by t h e  men s o  
t h a t  t h e y  do n o t  need s p e c i a l  d rawings  o r  models  t o  show them t h e  
work t h a t  i s  t o  be done a t  e a c h  s t a t i o n  a l o n g  t h e  assembly  l i n e .  
On t h e  t e l e v i s i o n  l i n e ,  however, t h e r e  i s  a  c h a s s i s  of a s e t  a t  
e a c h  s t a t i o n  which shows e x a c t l y  t h e  v a r i o u s  c i r c u i t s ,  t u b e s ,  and  
p a r t s  t h a t  a r e  t o  be added a t  t h a t  s t a t i o n .  T h i s  model s t a y s  i n  a  
f i x e d  p o s i t i o n  a t  a b o u t  e y e - l e v e l  t o  t h e  worker ,  j u s t  above t h e  
l o n g  w o r k t a b l e  on u h i c h  t h e  a s sembl ing  t a k e s  p l a c e .  With t h e s e  
models  b e f o r e  them, t h e  men can  h a r d l y  make an e r r o r  i n  c a r r y i n g  
o u t  t h e i r  jobs.  A l l  o f  t h e  assembly  work i s  done by hand, and t h e  
men o f t e n  exchange s t a t i o n s  t o  r e l i e v e  t h e  monotony of  t h e i r  work. 

I n  t h e  e a r l y  y e a r s  o f  t h e  Company's l i f e ,  emphas is  was 
c e n t e r e d  on making a s m a l l ,  cheap  r a d i o  f o r  workers .  There  was 
n o t  much c o m p e t i t i o n  i n  t h i s  l i n e .  T h i s  i s  s t i l l  t h e  b u l k  o f  t h e  
r a d i o  b u s i n e s s .  However, s e t s  a r e  a l s o  made f o r  a u t o m o b i l e s ,  and 
f o r  l a r g e  r a d i o - t e l e v i s i o n - r e c o r d - p l a y e r  combina t ions .  The company 
h a s  been  c e n t e r i n g  i t s  emphas is  on p r o d u c i n g  t e l e v i s i o n  s e t s  s i n c e  
1954. T e l e v i s i o n  p r o d u c t i o n  i s  s t a n d a r d i z e d  on s e t s  w i t h  17"  and 
21" s c r e e n s .  Most o f  t h e  models  a r e  of t h e  small t y p e  t o  be s e t  
on a  t a b l e  o r  i n d i v i d u a l  s t a n d .  However, t h e r e  i s  a  f loo r -mode l  
t y p e  o f  c a b i n e t  which i s  i n t e r m e d i a t e  i n  s i z e  between t h e  t a b l e  
model and t h e  l a r g e  combina t ion  s e t .  T h i s  model s t a n d s  a b o u t  
36" h i g h  and i s  a b o u t  2hn wide; t h e  s p e a k e r  i s  i n  t h e  l o w e r  p a r t  

2 The name i s  f i c t i t i o u s .  



of t h e  c a b i n e t  below t h e  p i c t u r e  t u b e .  I n  a p p e a r a n c e t a n d  e n g i n e e r i n g ,  
bo th  t h e  r a d i o  and t , e l e v i s i o n  s e t s  manufac tu red  by B r i a r c l i f f  and  
Company a r e  much l i k e  t h o s e  commonly s e e n  i n  t h e  Uni t ed  S t a t e s .  The 
same i s  t r u e  o f  t h e i r  c o m p e t i t o r s 1  p r o d u c t s  made and s o l d  i n  Mexico. 

A l a r g e  p r o p o r t i o r l  of t h e  v a r i o u s  components f l o w s  t h r o u g h  
t h e  s t o c k  room o f  t h e  bonded warehouse and, a d h a s  been s a i d ,  t h e  
a s sembl ing  o f  t h e  s e t s  t a k e g  p l a c e  t h e r e .  Likewise ,  when a  s e t  i s  
comple ted ,  t e s t e d ,  and r e a d y  f o r  s a l e  t o  a  d e a l e r ,  i t  moves t o  t h e  
f i r s t  f l o o r  o f  t h e  b u i l d i n g ,  where i t  goes  i n t o  a s t o c k  room which 
i s  a l s o  a p a r t  of t h e  bonded warehouse. T h i s  waregouse,  o p e r a t e d  
by The Lowel l  Company, i s  an  i m p o r t a n t  c a p i t a l - s a v i n g  d e v i c e  f o r  
B r i a r c l i f f  and Company, Approximate ly  40 p e r  c e n t  i n  v a l u e  o f  t h e  
p a r t s  u sed  by B r i a r c l i f f  i n  t h e  manufac tu re  o f  t e l e v i s i o n  s e t s  and 
15 p e r  c e n t  i n  v a l u e  o f  t h e  r a d i o  p a r t s  a r e  pu rchased  from t h e  
e l e c t r o n i c s  f i r m  i n  t h e  Uni ted  S t a t e s  w i t h  which Wi l l i am B r i a r c l i f f  
i s  a s s o c i a t e d  a s  an e l e c t r o n i c s  e n g i n e e r .  B r i a r c l i f f  and  Company 
h a s  a  $100,000 l i n e  o f  c r e d i t  f rom t h i s  f i r m .  The m a t e r i a l  p u r -  
c h a s e d  from i t  i s  i n v o i c e d  t o  B r i a r c l i f f  and Company i n  c a r e  o f  t h e  
bonded warehouse.  W i t h i n  30 days  a f t e r  a  f i n i s h e d  r a d i o  o r  t e l e -  
v i s i o n  s e t  moves o u t  o f  t h e  warehouse, B r i a r c l i f f  and Company must  
pay  t h e  U n i t e d  S t a t e s  f i r m  f o r  t h e  v a l u e  o f  t h e  p a r t s  s u p p l i e d  by 
i t  f o r  t h e  s e t .  S i m i l a r l y ,  B r i a r c l i f f  and  Company i s  a b l e  t o  
borrow U n i t e d  S t a t e s  d o l l a r s  from a  Mexican f i n a n c e  company up t o  
70 p e r  c e n t  o f  t h e  v a l u e  o f  t u b e s  and o t h e r  components t h a t  a r e  
i m p o r t e d  from t h e  Uni t ed  S t a t e s  from s u p p l i e r s  o t h e r  t h a n  t h e  f i r m  
w i t h  which Wi l l i am B r i a r c l i f f  i s  connec ted ,  i m m e d i a t e l y  on t h e  
movement of such  p a r t s  i n t o  t h e  bonded warehouse. Repayments o f  
t h e s e  l o a n s  a r e  made a t  t h e  t ime  t h e  f i n i s h e d  s e t s  l e a v e  t h e  ware- 
house.  

I n  e f f e c t ,  t h e r e f o r e ,  t h e  bonded warehouse, f o r  which 
B r i a r c l i f f  pays  The Lowell  Company one p e r  c e n t  p e r  month on t h e  
v a l u e  o f  t h e  s t o c k  i n  t h e  warehouse, r e l i e v e s  B r i a r c l i f f  o f  a  sub- 
s t a n t i a l  p a r t  o f  t h e  f i n a n c i a l  burden  o f  c a r r y i n g  a  s t o c k  o f  com- 
ponen t  p a r t s .  It a l s o  ( p r o v i d e s  i n s u r a n c e  a g a i n s t  a sudden de- 
v a l u a t i o n  o f  t h e  Mexican peso ,  A s m a l l  f i r m ,  such  a s  B r i a r c l i f f ,  
which buys a  l a r g e  p r o p o r t i o n  of i t s  components i n  Un i t ed  S t a t e s  
d o l l a r s  and  s e l l s  i t s  f i n i s h e d  p r o d u c t s  on c r e d i t  f o r  pesos ,  can' 
f i n d  i t s e l f  i n  a v e r y  v u l n e r a b l e  p o s i t i o n  a f t e r  a  sudden deva lua -  
t i o n  o f  t h e  peso. The Uni ted  S t a t e s  s u p p l i e r s ,  c o n s c i o u s  o f  t h e  
d e v a l u a t i o n  t h r e a t ,  a r e  l o a t h  t o  s e l l  t o  s m a l l  f i r m s  u n l e s s  t h e y  
c a r r y  e x t r a o r d i n a r i l y  h i g h  l i q u i d  r e s e r v e s ,  p r e f e r a b l y  i n  d o l l a r s .  
With, however, t h e  s t o c k  o f  p a r t s  b e i n g  k e p t  i n  a bonded warehouse 
(where t h e i r  peso  v a l u e  c a n  be marked up o v e r n i g h t  i n  c a s e  o f  de- 
v a l u a t i o n )  and b e i n g  p a i d  f o r  i n  d o l l a r s  a t  t h e  t i m e  o f  w i t h d r a w a l  
( o r  w i t h i n  t h i r t y  d a y s  t h e r e a f t e r ) ,  b o t h  t h e  s u p p l i e r  and manu- 
f a c t u r e r  a r e  hedged t o  some d e g r e e  a g a i n s t  sudden d e v a l u a t i o n s .  
About $300,000 worth o f  m a t e r i a l  f rom t h e  Uni t ed  S t a t e s  e l e c t r o n i c s  
f i r m  moved t h r o u g h  t h e  warehouse i n  1955,  a l t h o u g h  t h e r e  was r a r e l y  
more t h a n  $60,000 wor th  o f  i t s  s t o c k  i n  t h e  warehouse a t  any one 
t ime.  However, t h e  p r o c e d u r e  f r e e d  s e v e r a l  t i m e s  t h i s  amount o f  
working c a p i t a l  f o r  B r i a r c l i f f ,  and t h e  g e n e r a l  manager e s t i m a t e s  
t h a t  B r i a r c l i f f ' s  t e l e v i s i o n  s a l e s  were a t  l e a s t  40 p e r  c e n t h i g h e r  
t h a n  t h e y  would have  been  i f  t h e  company had  been  f o r c e d  t o  pay 



f o r  a l l  p a r t s  p u r c h a s e d  w i t h i n  30 days  a f t e r  t h e y  were r e c e i v e d ,  
i n s t e a d  o f  30 days  a y t e r  t h e y  were s o l d  i n  t h e  form o f  assembled  
s e t s  a s  was p o s s i b l e  w i t h  t h e  bonded warehouse. 

WAGES AND LABOR RELATIONS 

Although t h e  s i z e  "of t h e  l a b o r  f o r c e  v a r i e s  somewhat de- 
pending  on p r o d u c t i o n  and s a l e s  s c h e d u l e s ,  t h e  f o l l o w i n g  number o f  
employees by p r i n c i p a l  d i v i s i o n s  of t h e  p l a n t  i r  b h i c a l  f o r  1955;  

C a r p e n t r y  s e c t i o n  f o r  making t e l e v i s i o n   cabinet^,..,..^...^.., 1 6  

F i n i s h i n g  s e c t i o n  f o r  making t e l e v i s i o n   cabinet^.,..^..,^^.... 30 

Radio assembly  line.e.........~............~..e....e.e. 3-15 

A r t  and p r i n t i n g  department........eeeeo.*e*.oeeeeeeee~~ee 3 

Stock  rooms f o r  c a b i n e t s  and 3  

S tock  room f o r  assembled  s e t s  a w a i t i n g  s a l e  and delivery.., . . .  2 

O u t s i d e  worke r s  f o r  d e l i v e r i n g  s e t s  t o  d e a l e r s  and b r i n g i n g  
needed m a t e r i a l s  and s u p p l i e s  t o  t h e   plant.........^.^^.^.^.^ 4 

I n  a d d i t i o n ,  t h e r e  i s  a p r o d u c t i o n  manager, a  sa lesman 
who i s  a l s o  s a l e s  manager, a  p u r c h a s i n g  manager,  and an  e n g i n e e r ,  
b e s i d e s  t h e  g e n e r a l  manager and a d m i n i s t r a t o r .  Account ing  s e r -  
v i c e s  are p u r c h a s e d  from an  a u d i t i n g  and c o n t r o l  c o r p o r a t i o n ,  i n  
which B r i a r c l i f f  and Company owns a  60-per -cent  i n t e r e s t .  

The company h a s  a  un ique  sys tem of pay ing  i t s  employees.  
A l l  o f  t h e  worke r s  i n  t h e  c a r p e n t r y  and f i n i s h i n g  s e c t i o n s  and on 
t h e  r a d i o  and t e l e v i s i o n  assembly  l i n e 8  a r e  p a i d  a  weekly  wage p l u s  
a bonus. The s i z e  o f  t h e  l a t t e r  depends on t h e  o u t p u t  o f  teams o r  
g r o u p s  o f  worke r s  w i t h i n  each  o f  t h e  s e c t i o n s .  The c a r p e n t r y  s e c t i o n  
f o r  making t e l e v i s i o n  c a b i n e t s  c a n  e e r v e  as an i l l u s t r a t i o n .  A 
"teamn o r  ngroup-n t h i s  s e c t i o n  i e  n o r m a l l y  composed o f  t h r e e  
men--a c a r p e n t e r  and two a s s i s t a n t s .  The weekly  payments f o r  one 
such  group were c a l c u l a t e d  f o r  a g i v e n  week i n  Februa ry  1956 as 
f o l l o w s  t 



C a r p e n t e r  (worked 6  days  O 1 7  p e s o s ) - - S a l a r y  102  p e s o s  
A s s i s t a n t  #l (worked 5 d a y s  b 1 h  p e s o s ) - - S a l a r y  70 p e s o s  
A s s i s t a n t  #2 (worked 4 d a y s  @ 1 4  p e s o s ) - - S a l a r y  5 6  p e s o s  

T o t a l  weekly  s a l a r y  f o r  t h e  group 228 p e s o s  

During t h e  week t h e  group nade  25 c a b i n e t s  of a t a b l e  model, each  
o f  which had  a  u n i t  v a l u e  f o r  p u r p o s e s  of bonus payments o f  LO pesos ,  
and  10 c a b i n e t s  o f  a  f l o o r  model w i t h o u t  doors ,  e a c h  o f  which had 
a u n i t  v a l u e  f o r  p u r p o s e s  of  bonus payments  of  1 9  p e s o s .  Thus, 
t h e i r  t o t a l  u n i t s  e a r n e d  d u r i n g  t h e  week were 250 p l u s  190, o r  
440 pesos .  T h i s  amount minus t h e  group s a l a r y  e a r n i n g s  o f  228 p e s o s  
gave  t h e  g roup  a  bonus o f  212 pesos .  

The d i v i s i o n  of  t h e  bonus e a r n e d  by t h e  g roup  among t h e  
i n d i v i d u a l  worke r s  i s  made a c c o r d i n g  t o  t h e  p r o p o r t i o n  t h a t  e a c h  
man's s a l a r y  b e a r s  t o  t h e  t o t a l  s a l a r i e s  f o r  t h e  group. Thus, i n  
t h e  p r e c e d i n g  example, t h e  c a r p e n t e r  e a r n e d  45 p e r  c e n t  o f  t h e  
t o t a l  weekly  s a l a r y  f o r  t h e  group;  a s s i s t a n t  #1 e a r n e d  31 p e r  c e n t ;  
and a s s i s t a n t  #2 e a r n e d  24 p e r  c e n t 0 3  Each r e c e i v e d  h i s  r e s p e c t i v e  
p e r c e n t a g e  o f  t h e  group bonus o f  212 pesos :  t h e  c a r p e n t e r  r e c e i v e d  
a bonus o f  95.40 p e s o s ;  a s s i s t a n t  #1 r e c e i v e d  a bonus o f  65.72 pesos ;  
and a s s i s t a n t  #2 r e c e i v e d  50.88 pesos .  When t h e s e  bonus payments  
were added t o  t h e i r  s a l a r i e s ,  t h e i r  r e s p e c t i v e  weekly  e a r n i n g s  were: 
197.40 pesos ;  135.72 pesos ;  and 106.88 pesos .  O f  t h e  t o t a l ¶  i t  is 
obv ious  t h a t  a l m o s t  one -ha l f  was r e p r e s e n t e d  by bonus payments.  

The same p r i n c i p l e  o f  s a l a r y  p l u s  bonus  a p p l i e s  t o  &he 
worke r s  i n  t h e  f i n i s h i n g  s e c t i o n  f o r  t e l e v i s i o n  c a b i n e t s ,  and on t h e  
r a d i o  and  t e l e v i s i o n  assembly  l i n e s .  

The approx ima te  monthly  e a r n i n g s  of i n d i v u d u a l  worke r s  
on t h e  combined s a l a r y  and bonus sys t em were as f o l l o w s ,  i n  1955: 

Man i n  c h a r g e  o f  c a r p e n t r y  and f i n i s h i n g  sections... . .  1 ,617 p e s o s  

. , Workers i n  f i n i s h i n g  section.......................... 8 2 5  . .. Workers r a d i o  a s sambly  line.......................e 538 . Workers on t e l e v i s i o n  assembly  line.............,..... 832 

The r e g u l a r  bonus sys tem d o e s  n o t  a p p l y  t o  t h e  men who 
do t h e  f i n a l  i n s p e c t i o n  and t e s t i n g  o f  s e t s  a t  t h e  end o f  each  
assembly  l i n e .  N e i t h e r  d o e s  it a p p l y  t o  stock-room, warehouse¶  

3 The p e r c e n t a g e s  have been rounded t o  t h e  n e a r e s t  whole number 
f o r  p u r p o s e s  o f  e a s y , i l l u s t r a t i o n .  T h i s  pounding was n o t  done 
by t h e  company i n  t h e  c a l c u l a t i o n  o f  i n d i v i d u a l  bonus payments. 



and o f f i c e  workers ,  n o r  t o  members o f  t h e  s e r v i c e  depar tment .  
Stock-room w o r k e r s  a v e r a g e  abou t  350 p e s o s  p e r  month, and c l e r k s  
i n  t h e  o f f i c e  a b o u t  630 p e s o s  p e r  month. 

All o f  t h e  worke r s ,  e x c e p t  t h e  head  p r o d u c t i o n  man on e a c h  
f l o o r  and t h e  e x e c u t i v e s  o f  t h e  company, belo-ng t o  a L l o c a l  u n i o n  
which i s  a f f i l i a t e d  w i t h  C e T o H o  ( C o n f e d e r a c i h  de  T r a b a ' a d o r e s  de  - 4 0 ~  ~ g x i c o ) ,  t h e  l a r g e s t  c e n t r a l  o r g a n i z a t i o n  of l a b o r e r s  
The company h a s  a two-year  c o n t r a c t  w i t h  t h e  l o c a l  union ,  which was 
n e g o t i a t e d  and approved  b r  r e p r e s e n t a t i v e s  o f  t h e  C.T.M. Each mem- 
b e r  o f l  t h e  u n i o n  p a y s  d u e s  o f  5 p e s o s  p e r  month, which a r e  c o l l e c t e d  
by t h e  company and r e m i t t e d  t o  t h e  c e n t r a l  o r g a n i z a t i o n .  I n  ac-  
c o r d a n c e  w i t h  common p r a c t i c e  i n  Mexico, t h e  company a l s o  makes a  
s u b s t a n t i a l  month ly  payment t o  C,T,M, ,  and  a t  t h e  t i m e  o f  c o n t r a c t  
n e g o t i a t i o n s  a  s i z e a b l e  lump-sum i s  p a i d  t o  t h i s  o r g a n i z a t i o n .  The 
t o t a l  payments made by t h e  company t o  C e T o M ,  o v e r  t h e  two-year l i f e  
o f  a c o n t r a c t  a r e  a p p r o x i m a t e l y  20 t o  2 5  p e r  c e n t  more t h a n  t h e  
sum o f  t h e  payments  made by t h e  u n i o n  members i n  t h e  p l a n t ,  It i s  
n o t  a l t o g e t h e r  s u r p r i s i n g ,  t h e r e f o r e ,  t h a t  t h e  company h a s  e x c e l l e n t  
r e l a t i o n s  w i t h  t h e  union .  The l a t t e r  i s  a c c e p t e d  b y  company o f f i -  
c i a l s  as:, ( 1 )  a n  i m p o r t a n t  component o,f t h e  r ~ l i n ~ - ~ o l i t i c a l  p a r t y  
i n  Mexico, PRI ( P a r t i d o  -- d e  l a  Revo luc ion  I n s t i t u c i o n a l ) ;  ( 2 )  a n  
o r g a n i z a t i o n  which h e l p s  t o  keep p e a c e  i n  t h e  f a c t o r y ;  and ( 3 )  a 
p l a c e  where w o r k e r s  c a n  be h i r e d ,  if a t  any t i m e  t h e r e  i s  a  s h o r t a g e  
o f  l a b o r  a v a i l a b l e  t o  t h e  company. The g e n e r a l  manager i s  g e n u i n e l y  
a p p r e c i a t i v e  o f  t h e  s e r v i c e s  t h a t  t h e  C.T.M. h a s  r ende red .  He s a y s 8  
M I t  h a s  h e l p e d  t h e  company grow." The c o n t r a c t  s p e c i f i e s ,  however, 
t h a t  none o f  t h e  r e p r e s e n t a t i v e s  o f  t h e  u n i o n  c a n  work i n  t h e  p l a n t ,  
They t o o  o f t e n  o a u s e  t r o u b l e .  The g e n e r a l  manager p r e f e r s  t o  c a l l  
t h e  u n i o n  o f f i c e s  when he n e e d s  u n i o n  a s s i s t a n c e ,  He f e e l s  t h a t  
t h e  b a s i c  l a b o r  l a w  of  Mexico i s  a  good one; t h a t  p r a c t i c a l l y  a l l  
labor-management problems c o u l d  be s o l v e d  by r e c o u r s e  t o  t h i s ' l a w ;  
and t h a t ,  t h e r e f o r e ,  t h e  union  i s  i n  t h e  n a t u r e  of a  p o l i t i c a l  
r a c k e t ,  A t  t h e  same t i m e ,  however, he a c c e p t s  t h e  u n i o n  a s  an 
i m p o r t a n t  e x i s t i n g  o r g a n i z a t i o n ,  and i s  d e t e r m i n e d  t o  work i n  
harmony w i t h  it. 

The c o n t r a c t  w i t h  t h e  u n i o n  c o v e r s  s a l a r i e s  b u t  n o t  t h e  
sys t em o f  bonus payments. I t  r e c o g n i z e s  t h a t  worke r s  w i l l  be p a i d  
a  bonus,  b u t  t h e  method o f  d e t e r m i n i n g  t h e  amount o f  bonus papments 
i s  l e f t  e n t i r e l y  i n  t h e  hands  o f  t h e  company. Thus, a b o u t e o n e - h a l f  
of  t h e  t o t a l  p a y r o l l  i s  n o t  a  m a t t e r  f o r  b a r g a i n i n g  be tween t h e  
un ion  and management, The company a l s o  h a s  c o n s i d e r a b l e  f l e x i b i l i t y ,  
w i t h  r e s p e c t  t o  t h e  s i z e  o f  i t s  "permanent"  l a b o r  f o r c e ,  t h rough  a 
sys tem o f  c o n t r a c t s  w i t h a i n d i v i d u a l  l a b o r e r s .  Under t h e  Mexican 
l a b o r  law, and a l s o  i n  a c c o r d a n c e  w i t h  p r o v i s i o n s  o f  t h e  u n i o n  con- 
t r a c t 8  each  new employee i s  on t r i a l  f o r  a p e r i o d  o f  28 days ,  
A f t e r  t h i s  28-day p e r i o d ,  he a u t o m a t i c a l l y  becomes a  "permanent"  
worker ,  and a  npe rmanen tn  worker  who i s  f i r e d  w i t h o u t  c a u s e  must 
be p a i d  t h r e e  months '  s a l a r y  a s  t e r m i n a t i o n  pay. Moreover, a  
d e c l i n e  i n  s a l e s - - t h u s  c a u s i n g  a r e t r e n c h m e n t  i n  p r o d u c t i o n  and 
r e d u c t i o n  o f  t h e  l a b o r  f o r c e - - i s  n o t  a  l e g a l  c a u s e  f o r  f i r i n g  a  
worker .  However, i f  t h e  company management i s  n o t  s u r e  o f  t h e  
d e s i r a b i l i t y  o f  a  new worker  he c a n  be g i v e n  a  s p e c i a l  c o n t r a c t  
f o r  a  f u r t h e r  28-day t r i a l  p e r i o d ,  and  t h i s  c o n t r a c t  can  be 



renewed and ex tended ,  w i t h  a n i o n  a p p r o v a l ,  f o r  two o r  t h r e e  such  
p e r i o d s .  Moreover,  i t  i s  p o s s i b l e  f o r  t h e  company t o  c o n t r a c t  
w i t h  a  worker  f o r  a s p e c i f i c  j o b  f o r  a d e f i n i t e  p e r i o d  o f  60, 
90, o r  1 2 0  days ,  w i t h o u t  h i s  becoming a "permanentn  employee. 
Through t h i s  sys tem of  i n d i v i d u a l  c o n t r a c t s  w i t h  worke r s ,  a b o u t  
15 t o  20 p e r  c e n t  o f  t h e  l a b o r  f o r c e  neve r  a c h i e v e s  "permanentw 
s t a t u s .  Because o f  t h i s ,  t h e  company c a n  make s i g n i f i c a n t  c u t s  
i n  p r o d u c t i o n  and  l a y  o f f  15 t o  20 p e r  c e n t  o f  i t s  worke r s  w i t h o u t  
becoming l i a b l e  f o r  t e r m i n a t i o n  pay. 

I n  accordance  w i t h  t h e  p r o v i s i o n s  o f  t h e  Mexican l a b o r  
law,  a l l  w o r k e r s  a r e  p a i d  f o r  s e v e n  days '  work each  week, a l t h o u g h  
t h e y  work o n l y  s i x  days ,  I f  a  man i s  a b s e n t  f o r  one day d u r i n g  
t h e  week, h e  i s  p a i d  h i s  p r o p o r t i o n a t e  p a r t ,  o r  f i v e - s i x t h s ,  of  t h e  
s a l a r y  f o r  t h e  s e v e n t h  day. The c o n t r a c t  w i t h  t h e  u n i o n  e s t a b l i s h e s  
a s c h e d u l e  o f  p a i d  a n n u a l  v a c a t i o n s ,  a s  f o l l o w s r  

a l l  v o r k e r s  who have h a d  a *permanent@ s t a t u s  f o r  one y e a r  , 

a r e  e n t i t l e d  t o  o v a c a t i o n  o f  7 days ;  

w o r k e r a  w i t h  a "permanentn s t a t u s  f o r  two t o  f i v e  y e a r s  
g e t  a v a c a t i o n  o f  9 days;  and 

t h o s e  U p e r m a n e n t U o r k e r s  who have  had t h i s  s t a t u s  f o r  
more t h a n  f i v e  y e a r s  r e c e i v e  a  v a c a t i o n  o f  1 0  days.  

The g e n e r a l  manager s a y s  t h a t  he h a s  no d i f f i c u l t y  w i t h  
problems o f  l a b o r  t u r n o v e r  o r  absen tee i sm.  The l a w  p r o v i d e s  t h a t  
a n y  man who i s  a b s e n t  f rom t h e  job  f o r  more t h a n  t h r e e  days  d u r i n g  
any  30-day p e r i o d ,  w i t h o u t  a p e r m i t  f rom h i s  b o s s  i n  t h e  f a c t o r y  
o r  a d o c t o r ' s  c e r t i f i c a t e ,  c a n  be  dropped from t h e  p a y r o l l  w i t h o u t  
r i g h t s  t o  t e r m i n a t i o n  pay. T h i s  l a w  i s  f a i r l y  e n f o r c e d  and e f f e c t i v e l y  
p r e v e n t s  absen tee i sm.  There  a r e  good a t t i t u d e s  and a  s p i r i t  o f  h a r -  
mony between l a b o r  and management* A s  i n  many s m a l l  p l a n t s ,  t h e  
g e n e r a l  manager and t h e  workers  a r e  i n  c l o s e  d a i l y  c o n t a c t  w i t h  
each other. 

SALES METHODS 

The r e c e n t  s a l e s  r e c o r d  o f  t h e  company i s  a s  f o l l o w a t  

(CONTINUED ON NEXT PAOE) 



Year - 
1948 
1949 
1950 
1951 
1952 
1953 
1954 
1955 

The 1955 s a l e s  were 

Number o f  s e t s  s o l d r  
Radio Te l ev i s ion  

4,985 1,239 
3,444 1,547 
2,093 1,608 

d e l i b e r a t e l y  h e l d  below t h e  5,000,000- 
pesos  l e v e l ,  because a  company wi th  s a l e s  o f  5,000,000 o r  more pesos  
p e r  y e a r  i s  r e q u i r e d  by law t o  have an account ing  system d i f f e r e n t  
from t h a t  which B r i a r c l i f f  and Company maintained.  A t  t h e  beginning 
of  1956, however, t h e  account ing  system was changed, and t h e  s a l e s  
goa l  f o r  1956 i s  9,500,000 pesos.4 

I n  March 1956 t h e  company had about  20 dea l e r s .  Only 
one of these', a d e a l e r  i n  t e l e v i s i o n  s e t s ,  i s  l o c a t e d  o u t s i d e  of 
t h e  Mexico C i t y  m e t r o p o l i t a n  area .  H i s  bus ines s  i s  i n  Monterrey, 
where t h e  f i r s t  t e l e v i s i o n  s t a t i o n  i n  t h e  coun t ry  o u t s i d e  of Mexico 
C i t y  was s t a r t e d  i n  September 1955. A month be fo re  t h e  s t a t i o n  was 
opened, B r i a r e l i f f  and Company had s e l e c t e d  a d e a l e r  f o r  t h e  a r e a  
with whom it e n t e r e d  i n t o  a  p a r t n e r s h i p  t o  e s t a b l i s h  a  new f i r m  
f o r  s e l l i n g  i t s  s e t s  i n  t h e  Monterrey a rea .  B r i a r c l i f f  and Company 
owns 33 p e r  c e n t  o f  t h e  s tock  of t h i s  new company. In June 1955 a  
r e t a i l  o u t l e t  f o r  B r i a r e l i f f  p roduc t s  was s t a r t e d  i n  Mexico Ci ty ,  
i n  which B r i a r c l i f f  and Company owns 100 p e r  c e n t  of  t h e  stock.  
This  o u t l e t  accounted f o r  about 15 p e r  c e n t  of B r i a r c l i f f ' s  s a l e s  
i n  1955. The Company does n o t  oun s tock  i n  t h e  f i r m s  of  any of 
i t s  o t h e r  d e a l e r s .  Only 5 of t h e  20 d e a l e r s  a r e  l a r g e  enough t o  
s e l l  each month B r i a r c l i f f  p roduc ts  t o t a l i n g  more t h a n  50,000 pesos. 
Most of them a r e  smal l  f i r m s  wi th  l i m i t e d  f l o o r  space f o r  d i s p l a y i n g  
s e t s ,  and most a l s o  s e l l  bo th  r a d i o s  and t e l e v i s i o n  s e t s  o f  competing 
m a n a f a c t ~ r e r s ~  

There a r e  11 United S t a t e s  companies wi th  branches  o r  
s a b r i d i a r i e s  i n  Hexico which manufacture t e l e v i s i o n  s e t s ,  A l l  
exeep t  two a l s o  manufacture rad io$ .  The l i s t  i n c l u d e s  p r a c t i c a l l y  
a l l  o f  t h e  l a r g e ,  well-known t e l e v i s i o n  and r a d i o  manufactur ing 

a Ar an a i d  t o  i n t e r p r e t i n g  t h e  a a l e s  f i g u r e s ,  t h e  a t t a c h e d  balance 
shee ta ,  and t h e  problem of geao d e v a l u a t i o n  i n  r e l a t i o n  t o  aouroee 
o f  a a p i t a l  f o r  t h e  company, t h e  fo l lowing  f i g u r e s  ehowing t h e  
average number o f  pesos  pe r  Uni ted S t a t e s  d o l l a r  a r e  important :  

1946 -- 40855 1949 -- 8.011 1952 -- 8.629 
1947 -- 4.859 1950 -- 8.643 1953 -- 8.615 
1948 -- 5.725 1951 -- 8.647 Before A p r i l  1 7 ,  1954 -- 8.650 

A f t e r  n n n -- 12.50 
The peso was a t  12.49 t o  12.50 throughout  1955. 



companies  i n  t h e  Uni t ed  S t a t e s .  These 11 f i r m s ,  a l o n g  w i t h  B r i a r c l i f f  
and Company, a c c o u n t  f o r  t h e  t o t a l  o u t p u t  o f  t e l e v i s i o n s e t s m a n u f a c -  
t u r e d  i n  Mexico. T h e i r  e s t i m a t e d  p r o d u c t i o n  i n  1955  was 25,000 t o  
30,000 s e t s .  No assembled  s e t s  a r e  impor ted ,  a l t h o u g h  a  few may be 
smuggled a c r o s s  t h e  border .  B r i a r c l i f f  and Company, t h e r e f o r e ,  had  
a b o u t  6 t o  7 p e r  c e n t  o f  t h e  t o t a l  marke t  i n  1955. 

The p r i c e s  of comparable  models a r e  a b o u t  t h e  same i r r e -  
s p e c t i v e  o f  t h e  manufac tu re r .  The l i s t  p r i c e s  i n  p e s o s  o f  B r i a r c l i f f ' s  
s e t s  i n  t h e  s p r i n g  o f  1 9 5 6  were a s  f o l l o w s :  

Type o f  s e t  

Smal l  5 - tube  r a d i o  i n  
c o l o r e d  p l a s t i c  c a b i n e t  

Table-model t e l e v i s i o n  
w i t h  17n s c r e e n  

Table-mogel t e l e v i s i o n  
w i t h  2 l U  s c r e e n  

Floor-model t e l e v i s i o n ,  21" 
s c r e e n ,  w i t h o u t  d o o r s  

Floor-model  t e l e v i s i o n ,  21" 
s c r e e n ,  w i t h  d o o r e  

S t a n d a r d  model,  t e l e v i s i o n -  
r a d i o - r e c o r d - p l a y e r  combina t ion  
w i t h  21" s c r e e n  

B r i a r c l i f  f '  s 
p r i c e  t o  d e a l e r s  

De Luxe model, t e l e v i s i o n -  5,460 
r a d i o - r e c o r d - p l a y e r  combina t ion  
w i t h  21M s c r e e n  

D e a l e r ' s  
p r i c e  t o  consumer 

B r i a r c l i f f  and Company c u s t o m a r i l y  g i v e s  a d i s c o u n t  of 
5 p e r  c e n t  below l i s t  p r i c e  t o  any d e a l e r  who buys  f o u r  o r  f i v e  
s e t s  a t  one t i m e *  I n  a d d i t i o n ,  i t  g i v e s  d i s c o u n t s  i n  t h e  form o f  
r e b a t e s  a c c o r d i n g  t o  t h e  f o l l o w i n g  s c h e d u l e r  

t h r e e  p e r  c e n t  t o  any d e a l e r  who buy8 d u r i n g  any  t h r e h -  
months '  p e r i o d  B r i a r c l i f f  p r o d u c t s  t o t a l i n g  100,000 
pesos ;  

an  a d d i t i o n a l  t h r e e  p e r  c e n t  t o  d e a l e r s  who bay d u r i n g  
any th ree -months '  p e r i o d  B r i a r c l i f f  p r o d u c t s  t o t a l i n g  
200,000 pesos j .  and 

s t i l l  a n  a d d i t i o n a l  t h r e e  p e r  c e n t  t o  d e a l e r s  who buy 
d u r i n g  any  three-months '  p e r i o d  B r i a r c l i f f  p r o d u c t s  
t o t a l i n g  300,000 pesos.  

About 30 p e r  c e n t  o f  t h e  t e l e v i e i o n  s e t s  a re  s o l d  t o  



d e a l e r s  f o r  c a s h ;  t h e  r e s t  a r e  s o l d  on c r e d i t .  The d e a l e r s '  n o t e s  
commonly r u n  f o r  e i t h e r  s i x  months o r  one y e a r .  There i s  o n l y  one 
d e a l e r  t o  whom c r e d i t  i s  ex tended  f o r  a s  l o n g  a s  1 8  months. The 
s e t s  s o l d  t o  t h e  d e a l e r  i n  Monter rey  a r e  s h i p p e d  t o  a  bonded ware- 
house ,  and t h e  d e a l e r  pays  weekly  f o r  a l l  s e t s  t a k e n  o u t  of  t h i s  
warehouse. P r a c t i c a l l y  a l l  r a d i o s  a r e  s o l d  on c r e d i t ;  t h e  d e a l e r s '  
n o t e s  f o r  r a d i o s  u s u a l l y  r u n  f o r  e i t h e r  f o u r  o r  s i x  months. 

The d e a l e r s  commonly s e l l  t o  consumers on a n  i n s t a l l m e n t  
p l a n ,  which means t h a t  t h e  u l t i m a t e  p u r c h a s e r  o f  a  s e t  pays  con- 
s i d e r a b l y  more t h a n  t h e  d e a l e r ' s  l i s t  p r i c e .  The s m a l l  r a d i o s  a r e  
commonly s o l d  t o  workers ,  who make a  s m a l l  down payment and t h e n  
pay  15  t o  20 p e s o s  p e r  week u n t i l  t h e i r  d e b t  i s  l i q u i d a t e d .  For  
s a l e s  o f  t h i s  k i n d ,  t h e  r a d i o  on which t h e  l i s t  p r i c e  i s  360 p e s o s  
i s  a c t u a l l y  s o l d  f o r  a round  500 pesos .  The f i n a n c i n g  a r rangement s  
f o r  t h e  t e l e v i s i o n  s e t s  are somewhat more f o r m a l i s e d .  Some d e a l e r s  
w i l l  s e l l  a  t e l e v i s i o n  s e t  w i t h o u t  any down payment, and add a  
c a r r y i n g  c h a r g e  o f  1-1/2 p e r  c e n t  p e r  month f o r  1 8  months, c a l c u -  
l a t e d  on t h e  o r i g i n a l  p u r c h a s e  p r i c e .  Thus t h e  s e t  l i s t e d  a t  
3,100 p e s o s  may c o s t  t h e  p u r c h a s e r  a n  a d d i t i o n a l  837 p e s o s  i n  t h e  
form o f  c a r r y i n g  c h a r g e s  (3,100 t i m e s  1-1/2 p e r  c e n t  t i m e s  1 8  
months).  There w i l l  a l s o  be an  i n s t a l l a t i o n  c h a r g e  of a b o u t  
150  pesos .  I n  t o $ a l ,  t h e r e f o r e ,  t h e  3,100-pesos s e t  may c o s t  t h e  
consumer a l i t t l e  ove r  4,000 pesos.  Of c o u r s e ,  many p u r c h a s e r s  
make a s u b s t a n t i a l  down payment, i n  which c a s e  t h e  c a r r y i n g  c h a r g e  
o f  1-1/2 p e r  c e n t  p e r  month i s  c a l c u l a t e d  on t h e  t o t a l  o f  t h e  un- 
p a i d  b a l a n c e  a t  t h e  time o f  purchase .  

Although t h e r e  i s  l i t t l e  c o m p e t i t i o n  among t h e  1 2  manu- 
f a c t u r e r s  i n  t h e  p r i c i n g  o f  s e t s ,  t h e r e  i s  ex t reme  c o m p e t i t i o n  i n  
t h e  f i n a n c i n g  o f  d e a l e r s .  The g e n e r a l  manager o f  B r i a r c l i f f  s a y s ,  
nThis  i s  where t h e  c o m p e t i t i o n  r e a l l y  hurt8.H The n o t e s  which 
B r i a r c l i f f  t a k e s  from i t s  d e a l e r s  b e a r  i n t e r e s t  o f  1-1/2 p e r  c e n t  
p e r  month. Some o f  them a r e  d i s c o u n t e d  w i t h  banks  a t  9  t o  1 2  p e r  
c e n t  p e r  y e a r ,  w i t h  f i n a n c e  companies  a t  1 2  p e r  c e n t  p e r  y e a r ,  and 
o c c a s i o n a l l y  w i t h  i n d i v i d u a l s  a t  r a t e s  o f  24 p e r  c e n t  p e r  yea r .  
I n  1955, however, t h e  company was a b l e  t o  d i s c o u n t  o n l y  a b o u t  
50 p e r  oenf  o f  t h e s e  n o t e s .  The amount o f  c r e d i t  i n  p e s o s  which 
Briarcliff and Company h a d  o u t s t a n d i n g  t o  i t s  d e a l e r s  a t  f i v e  
d i f f e r e n t  d a t e s  was a s  f o l l o w s :  

............ October  31, 1 9 5 1  LS5,430 p e s o s  

December 31, 1953............ 498,138 t~ 

December 31, 1955b.b. .eb, .bo. 2,684,642 rn 

B r i a r c l i f f  and Company h a s  an  adva'ntage o v e r  mast  of i t s  
c o m p e t i t o r s  b e c a u s e  i t  h a s  been g r a n t e d  a  s p e c i a l  f i v e - y e a r  t a x -  
exempt s t a t u s  on i t s  t e l e v i s i o n  m a n u f a c t u r i n g  o p e r a t i o n s  by t h e  



Mexican government,  #It f i r s t  r e c e i v e d  t a x  exempt ion  f o r  i t s  r a d i o  
b u s i n e s s  i n  1950,  b u t  t h i s  ended i n  A p r i l  1955. An e x t e n s i o n  was 
a p p l i e d  f o r ,  and i n d i c a t i o n s  a r e  t h a t  i t  w i l l  be g r a n t e d .  However, 
i t  had n o t  y e t  been approved ,by t h e  government as o f  March 15, 1956. 
I n  t h e  meantime, however, t h e  t e l e v i s i o n  o p e r a t  ons  had  been  g r a n t e d  
t h e  tax-exempt s t a t u s  i n  August 1955. Thus c u s  t oms d u t i e s  on i m -  
p o r t e d  p a r t s  were exempt a f t e r  August 1954, and as a r e s u l t  t h e  
company was immedia te ly  a b l e  t o  a p p l y  f o r  t h e  c a n c e l l a t i o n  o f  
270,000 p e s o s  i n  customs d u t i e s  f o r  which i t  had  p r e v i o u s l y  p l a c e d  
a bond. 

The tax exemption n o t  o n l y  r e l i e v e s  t h e  company of t h e  
n e c e s s i t y  o f  p a y i n g  d u t i e s  on t e l e v i s i o n  p a r t s  t h a t  a r e  n o t  manu- 
f a c t u r e d  i n  Mexico and must be impor ted  from t h e  U n i t e d  S t a t e s ,  
b u t  i t  a l s o  exempts  t h e  company from a l l  s a l e s  t a x e s  on t e l e v i s i o n  
s e t s  and from one-ha l f  o f  t h e  income t a x  a r i s i n g  from i t s  t e l e v i s i o n  
o p e r a t i o n s ,  The e f f e c t i v e  -beg inn ing  d a t e  f o r  t h e  s a l e s  and  income 
t a x  exempt ions  was September 1, 1955: f o r  i m p o r t  d u t i e s  i t  was 
August 1, 1954. The g e n e r a l  manager s a y s  t h a t  a b o u t  one -ha l f  of  
t h e  company's p r o f i t s  i n  1955  r e s u l t e d  from t h e  t a x  exempt ions .  

I n  o r d e r  t o  m a i n t a i n  i t s  tax-exempt s t a t u s ,  B r i a r c l i f f  
and Company must n o t  i m p o r t  more t h a n  50 p e r  c e n t  o f  t h e  p a r t s  u sed  
i n  m a n u f a c t u r i n g  t e l e v i s i o n  s e t s .  The r emain ing  50  p e r  c e n t  must 
be  manufac tu red  i n  Mexico, and a t  l e a s t  1 0  p e r  c e n t  o f  t h e  t o t a l  
p a r t s \ u s e d  by  t h e  company must  be  manufac tu red  w i t h i n  i t s  own p l a n t .  
Moreover,  t h e r e  i s  a l i s t  o f  s p e c i f i e d  p a r t s ,  i n c l u d i n g  c o n d e n s e r s ,  
f o r  example,  which c a n n o t  be  i m p o r t e d  b u t  must be p u r c h a s e d  i n  
Mexico, The c o s t  t o  t h e  company o f  s u c h  p a r t s  i s  u s u a l l y  h i g h e r  
t h a n  it would b e  i f  t h e y  c o u l d  be i m p o r t e d  from t h e  U n i t e d  S t a t e s .  

T h i s  sys t em o f  t a x  exempt ions ,  w i t h  t h e  c o r r e s p o n d i n g  
o b l i g a t i o n s  imposed on t h e  companies  r e c e i v i n g  t h e  tax-exempt 
s t a t u s ,  i s  d e s i g n e d  t o  e,nconrage t h e  growth o f  Mexican i n d u s t r y .  
Only t u o  o f  B r i a r c l i f f ' s  c o m p e t i t o r s  a r e  t a x  exempt, and  t h e y  a re  
not among t h e  l a r g e s t  of t h e  Uni t ed  S t a t e s  f i r m s  m a n u f a c t u r i n g  
t e l e v i s i o n  s e t s  i n  Mexico, They a r e ,  however, B r i a r c l i f f ' s  t o u g h e s t  
c o m p e t i t o r s .  Al though t h e  tax-exempt s t a t u s  c a u s e s  some s p e c i a l  
problems i n  a c c o u n t i n g ,  l a r g e l y  because  t h e  exempt ion  a p p l i e s  t o  
t h e  t e l e v i s i o n  o p e r a t i o n s  b u t  n o t  t o  t h e  r a d i o  m a n u f a c t u r i n g  and  
r e q u i r e s  t h a t  t h e  company's r e c o r d s  and m a n u f a c t u r i n g  p r o c e s s e s  
a lways  b e  open t o  government i n s p e c t o r s ,  it i s  c l e a r l y  o f  s i g n i -  
f i c a n t  v a l u e  t o  t h e  company. The few headaches  t h a t  come w i t h  
i t  a r e  g l a d l y  endured.  

The o n l y  r e a l l y  ~ e r i o u s  problem w i t h  which t h e  company 
o f f i c i a l s  a r e  conoerned  i s  t h a t  of f i n a n c i n g  s a l e e .  They f e e l  t h a t  
t h e i r  p r o d u c t i o n  p r o c e a s e s  are  e f f i c i e n t 3  ' t h a t  l a b o r  relations a r e  
good; t h a t  t h e r e  w i l l  b e  a  widening  market  f o r  t e l e v i s i o n  s e t s  ( t h e  
l i n e  on' which t h e  company i s  now c e n t e r i n g  a t t e n t i o n )  a s  new s t a t i o n s  
a r e  opened i n  o t h e r  Mexican c i t i e s 3  and t h a t  t h e i r  s e t s  a r e  compet i -  
t i v e  i n  p r i c e  and  q u a l i t y  w i t h  t h o s e  of  o t h e r  m a n u f a c t u r e r s .  They 
e x p e c t ,  however, t o  c o n t i n u e  t o  be s h o r t  o f  c a p i t a l  n e c e s s a r y  f o r  
a f u l l  e x p l o i t a t i o n  o f  t h e  a v a i l a b l e  market .  



Is t h i s  v i ew sound? Are t h e  company o f f i o i a l s  c o r r e c t  
i n  h o l d i n g  t o  t h e  e s t a b l i s h e d  p a t t e r n  o f  c e n t e r i n g  c o m p e t i t i o n  i n  
t h e  a r e a  o f  f i n a n c i n g  s a l e s ,  r a t h e r  t h a n  i n  t h e  p r i c i n g  o f  s e t s ?  
Could B r i a r c l i f f  s i g n i f i c a n t l y  expand s a l e s  by c u t t i n g  p r i c e s  w i t h -  
o u t  i n c r e a s i n g  t h e  volume o f  c r e d i t  e x t e n d e d  t o  d e a l e r s ?  

I f  we a c c e p t  t h e  v iew o f  t h e  aompany o f f i c i a l s - - n a m e l y ,  
t h a t  t h e  ma jo r  problem i s  t h a t  o f  f i n d i n g  c a p i t a l  w i t h  which t o  
f i n a n a e  sa l e s - -wha t  i s  t h e  w i s e s t  c o u r s e  f o r  them t o  p u r s u e ?  One 
a l t e r n a t i v e  which t h e y  have c o n s i d e r e d  i s  t h a t  o f  bor rowing d o l l a r s  
i n  t h e  U n i t e d  S t a t e s .  They s a y  d o l l a r  f u n d s  a r e  a v a i l a b l e  t o  t h e  
company i n  s u f f i c i e n t  amount6 t o  a l l o w  a  s u b s t a n t i a l  e x p a n s i o n  o f  
s a l e s .  The company's most i m p o r t a n t  r e a s o n  f o r  n o t  bor rowing 
d o l l a r s  i s  t h a t  t h e  a d m i n i s t r a t o r  and g e n e r a l  manager f e a r  a n o t h e r  
d e v a l u a t i o n  o f  t h e  peso. Mould it be sound b u s i n e s s  p r o c e d u r e  f o r  
them t o  t a k e  t h e  r i s k  of d e v a l u a t i o n ?  What a r e  t h e  ma jo r  f a c t o r s  
t h a t  may b r i n g  a b o u t  a n o t h e r  d e v a l u a t i o n  of  t h e  peso?  Are B r i a r c l i f f  
o f f i c i a l s  l i k e l y  t o  be a b l e  t o  p r e d i c t  a  d e v a l u a t i o n  s u f f i c i e n t l y  
i n  advance s o  t h a t  t h e y  c a n  r e a r r a n g e  t h e i r  c r e d i t  p o s i t i o n  and 
n o t  b e  c a u g h t  i n  t h e  squeeze  when, and i f ,  d e v a l u a t i o n  o c c u r s ?  

 re t h e r e  a l t e r n a t i v e s  open t o  t h e  cbmpany, o t h e r  t h a n  
t h e  bor rowing  o f  d o l l a r s  i n  t h e  U n i t e d  S t a t e s ,  unde r  which t h e  
company c o u l d  o b t a i n  a d d i t i o n a l  c a p i t a l  w i t h  u h i c h . t o  expand s a l e s ?  
I f  so ,  what a r e  t h e y ?  I s  t h e  borrowing of d o l l a r s  a s  r e a l  a n  
a l t e r n a t i v e  as company o f f i c i a l s  may t h i n k ?  What would be t h e  most  
l i k e l y  dource  o f  d o l l a r  f u n d s  i n  t h e  Uni t ed  S t a t e s  f o r  B r i a r c l i f f  
and Company? What i n t e r e s t  r a t e s  would i t  p r o b a b l y  have t o  pay 
on d o l l a r  l o a n s ?  



BRIARCLIFF AND COMPANY, S e  A e  

BALANCE SHEET 
1 9 f I  

October  31, 

( I n  Mexican p e s o s )  

C u r r e n t  A s s e t s  

Cash 
Notes  r e c e i v a b l e  455,429065 
Reserve  f o r  bad d e b t s  29912.28 
F i n i s h e d  i t e m s  i n  warehouse 
M a t e r i a l s  i n  warehouse 
Items i n  p r o c e s s  o f  manufac tu r ing  
Note r e c e i v a b l e  ( i n d i v i d u a l )  
R e c e i v a b l e  from employees 

F ixed  A s s e t s  

Machinery and equipment  
F u r n i t u r e  and f i x t u r e s  

D e f e r r e d  

C o s t s  of i n s t a l l a t i o n  

TOTAL 

C u r r e n t  l i a b i l i t i e s  

F ixed  l i a b i l i t i e s  

C a p i t a l  

C a p i t a l  s t o c k  
Stock n o t  s u b s c r i b e d  
Net p r o f i t  

TOTAL 



B R I A R C L I F F  AND COMPANY, S *  A .  

Statement o f  P r o f i t  and Loss 

January 1, 1951  t o  October 31, 1951 

( I n  Mexican' p e s o s )  

Credi t  s a l e s  
Cash s a l e s  

- TOTAL S A L E S  

C o s t  o f  goods s o l d  on c r e d i t  2443894.62 
Cost o f  goods s o l d  f o r  cash 93586.84 

TOTAL COSTS 

Gross Profit 

General C o s t s  
S a l a r i e s  and Commissions 
I n t e r e s t  

TOTAL 

P r o f i t  o f  s e r v i c e  dept .  

Net p r o f i t  



QRIARCLIFF AND COMPANY, S e  A. 

BALANCE SHEET 

December 31, 1955 

( I n  Mexican pesos)  

ASSETS 

Current  Asse t s  

Cash 
Accounts Receivable  
Notes Receivable  

Notes Receivable  
Discounted 

Net Notes Receivable  
Reserve bad d e b t s  

Accounts Receivable  
Various 

I n v e n t o r i e s  
F in i shed  Goods 
Goods i n  Proaess  
Raw M a t e r i a l s  

S tocks  and Bonds 

T o t a l  Cur ren t  A s s e t s  

Fixed Asse t s  

Machinery and Equipment 230,234.02 
Deprec ia t ion  ~ e s i r v e  113 001 80 117,232.22 

F u r n i t u r e  and F i x t u r e s  
Deprec ia t ion  Reserve 33-556.26 27,189044 

Transpor t a t i on  ~ ~ u i ~ r n e n t ' m  
Deprec ia t ion  Reserve 22,352.41 29,727.29 

T o t a l  Fixed Asse t s  174,148.95 

Deferred Asse t s  

"Cred i to  en  Radio, SeA.n 47,403.17 47,403017 
I 

TOTAL ASSETS 3,342,912016 



-2 1 - 

L I A B I L I T I E S  A N D  NET WORTH 

C u r r e n t  L i a b i l i t i e s  

S u p p l i e r s  286,763.43 
Notes  Payable  282,065.11 
Accounts  Payable  Var ious  284,346.74 
A U.S. e l e c t r o n i c s  company ($45,583.39)607,292.38 
Taxes Payab le  254,648.17 
C o r p o r a t i o n  Income Tax 75,000.00 

T o t a l  C u r r e n t  L i a b i l i t i e s  1,790,115.83 

D e f e r r e d  L i a b i l i t y  

Reserve  f o r  p e r s o n n e l  
i n d e m n i f i c a t i o n  

TOTAL LIABILITIES 

NET WORTH 

C a p i t a l  S tock  9009000*00 
Reserved S u r p l u s  f o r  Reinves tment  42,235.67 
Div idends  t 

8,335 s h a r e s  Common a t  $4.00 33,340000 
665 s h a r e s  P r e f e r r e d  a t  $12.00 7,980,OO 

Net P r o f i t  1955 5 0 1 , 2 0 4 ~ 0 8  

TOTAL NET WORTH 1,4843759.75 

LIABILITIES AND NET WORTH 3,342,912.16 



BRIARCLIFF A N D  COMPANY, S. A *  

STATENENT OF PROFIT AND LOSS 
! 

From January 1, 1955 t o  December 51, 1955 

( I n  Mexican p e s o s )  

S a l e s :  

T e l e v i s i o n  
Radio 
Automobile Radios 
Misce l laneous  

Cost o f  Goods Sold:  

T e l e v i s i o n  
Radio 
Automobile Radios 
M i s c e l l a n e o u s  

Expenses: 

General Expenses 
S a l e s  Tax 
Salaries & Commissions 
Advertisement 

Tota l  S a l e s :  

Gross P r o f i t :  

Net P r o f i t :  



E x p l a n a t o r y  Notes  t o  Accompany 1955  Balance  S h e e t  

1. The f i g u r e  f o r  "Notes  Rece ivab len  i n c l u d e s  i n t e r e s t .  

2. The f i g u r e s  f o r  " I n v e n t o r i e s n  i n c l u d e  i n v e n t o r y  under  bond. 

3.. The i t e m  " S t o c k s  and Bondsw i s  r e p r e s e n t e d  s o l e l y  by s t o c k  
owned i n  t h e  r e t a i l  s t o r e  i n  Mexico C i t y ,  which i s  a  c o m p l e t e l y  
s e p a r a t e  company, and by t h e  33-per-cent  s t o c k  i n t e r e s t  i n  t h e  
d e a l e r s h i p  i n  Monterrey.  

4. The d e f e r r e d  a s s e t  i t em,  " C r e d i t 0  e n  Radio, S.A.,n r e f l e c t s  a  
s i t u a t i o n  i n  which a  dea ler ,  who owed B r i a r c l i f f  and Company f o r  
s e t s  purchased ,  went bankrupt .  H i s  r anch  was a t t a c h e d  t o  s a t i s f y  
B r i a r c l i f f ' s  c l a im,  b u t  Mexican law p r e v e n t s  a c o r p o r a t i o n  from 
owning l a n d .  The r a n c h  i s ,  t h e r e f o r e ,  now h e l d  by  some o f  t h e  
s t o c k h o l d e r s  o f  B r i a r c l i f f  and Company. When it i s  s o l d ,  t h e y  
w i l l  r e m i t  t o  t h e  company. I n  t h e  meantime, t h e  i t e m  i s  c a r r i e d  
a s  a  , d e f e r r e d  a s s e t .  

. The "Notes  Payab len  and "Accounts  Payab le  Variods* a r e  owed 
ma in ly  t o  s u p p l i e r s .  There i s  r e a l l y  no d i f f e r e n c e  i n  t h e  
n a t u r e  o f  t h e  two i t e m s ,  e x c e p t  t h a t  t h e  company h a s  s i g n e d  
n o t e s  t o  cove r  t h e  f i rs t ,  whereas t h e  l a t t e r  r e p r e s e n t s  a 
s e r i e s  o f  unsecured  a c c o u n t s  c a r r i e d  by s u p p l i e r s  and a  f e u  
o t h e r  minor  c r e d i t o r s .  

6. The f o l l o w i n g  n o t e s  p e r t a i n  t o  t h e  S t a t e m e n t  o f  P r o f i t  and Loss 
From J a n u a r y  1, 1955  t o  December 31, 1 9 5 5 %  

A. The i n t e r e s t  p a i d  by d e a l e r s  on t h e i r  n o t e s  i s  a  p a r t  
o f  t h e  s a l e s  f i g u r e .  

B. The i n t e r e s t  p a i d  by B r i a r c l i f f  and Company on t h e  
n o t e s  which i t  d i s c o u n t s  i s  a  p a r t  o f  t h e  c o s t  o f  
'goods so ld .  

C. The i t e m  "Genera l  Expensesn i n c l u d e s t  r e n t ,  t e l e p h o n e ,  
e l e c t r i c i t y ,  w a t e r , . i n c o m e  t a x e s ,  and a few o t h e r '  
minor  i t ems .  Rent i s  10,000 p e s o s  p e r  month. 

D. The " S a l a r i e s  and Commissionsn i t e m  s h o u l d  be r e a d '  a s  
" s a l a r i e s "  o n l y ,  I* i s  n o t  r e l a t e d  t o  volume o f  s a l e s .  
For  a  s h o r t  w h i l e  i n  1955 a  few sa lesmen were p a i d  
small commissionsr  T h i s  p r a c t i c e  was d i s c o n t i n u e d ,  
however, and t h e  s a l e s  manager, ( t h e  o n l y  sa lesman 
toward t h e  end o f  1955)  was p u t  on a  f l a t  s a l a r y .  




