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Mexican economic a c t i v i t i e s  were  a t  boom p r o p o r t i o n s  
d u r i n g  1955. The h i g h l i g h t s  o f  t h e  y e a r  were  summarized i n  t h e  
a n n u a l  r e p o r t  o f  t h e  Bank o f  Mexico. It p o i n t e d  o u t :  

That  t h e  g r o s s  n a t i o n a l  p r o d u c t  f o r  1 9 5 5  -- t h e  
t o t a l  v a l u e  o f  goods a n d ' s e r v i c e s  p roduced  by t h e  
Mexican economy -- r e a c h e d  t h e  a l l - t i m e  h i g h  o f  
84 b i l l i o n  pesos ;  

That  t h e  F e d e r a l  ~ o v e r n k e n t  ended  t h e  y e a r  w i t h  a 
s u r p l u s  of  486.1 m i l l i o n  pesos ,  o f  which a l m o s t  
o n e - h a l f  was u s e d  f o r  d e b t  r e d u c t i o n ;  

That  t h e  n e t  r e s e r v e s  o f  g o l d ,  s i l v e r ,  and f o r e i g n  
exchange  of  t h e  Bank o f  Mexico, on December 31, 1955, 
h a d  a  t o t a l  v a l u e  o f  US$410 m i l l i o n  -- a l m o s t  d o u b l e  
t h e  f i g u r e  o f  a y e a r  e a r l i e r ;  

That  e x p o r t s  i n  1 9 5 5  were 23 p e r  c e n t  above t h e  
l e v e l  f o r  1954;  and  

, T h a t  a g r i c u l t u r a l  p r o d u c t i o h  was up 1 0  p e r  c e n t  
and  i n d u s t r i a l  p r o d u c t i o n  10.8 p e r  c e n t  as compared 
w i t h  1954.  , 

These f i g u r e s  a r e  i m p r e s s i v e .  They l e a v e  no doubt  t h a t  
19.55 w a s  a b a n n e r  y e a r .  They t a k e  on much added s i g n i f i c a n c e ,  
however,  when i t  i s  r e a l i z e d  t h a t  t h e y  s i m p l y  r e f l e c t  some o f  t h e  
l a t e s t  developments  i n  a p r o l o n g e d  p e r i o d  o f  u n u s u a l l y  r a p i d  growth 
i n  t h e  Mexican economy. Mexico h a s  had, o f  c o u r s e ,  i t s  ups and 
downs i n  i t s  r a t e  of economic development;  1955  was an  u n u s u a l l y  
good y e a r .  But i t  was n o t  an i s o l a t e d  phenomenon. There  have b e e n  
o t h e r  good y e a r s  -- many o f  them. Indeed ,  t h e  whole p e r i o d  s i n c e  
1940, from which d a t e  we have q u i t e  good d a t a  t h a n k s  t o  t h e  e x c e l -  
l e n t  work of  t h e  Combined Mexican Working P a r t y  a s  p u b l i s h e d  i n  
The Economic Development o f  ~ e x i c o , l  h a s  been  c h a r a c t e r i z e d  by a 
r a p i d  e x p a n s i o n  o f  t h e  Mexican economy. 

I t  i s  w i t h  t h e  p e r i o d  from 1940 t o  1955  t h a t  t h i s  r e p o r t  
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i s  p r i m a r i l y  c o n c e r n e d .  I t s  m a j o r  o b j e c t i v e s  a r e :  t o  r e v i e w  t h e  
r a t e  o f  g rowth  i n  t h e  Mexican economy d u r i n g  t h i s  p e r i o d ;  t o  compare  
t h e  Mex ican  e x p e r i e n c e s  w i t h  t h o s e  o f  a few o t h e r  c o u n t r i e s ;  and  
t o  o f f e r  some t e n t a t i v e  s u g g e s t i o n s  as  t o  t h e  m a j o r  f o r c e s  t h a t  
h a v e  b e e n  r e s p o n s i b l e  f o r  t h e  e x c e l l e n t  r e c o r d  which  Mexico h a s  
made. I t  i s  i n  e v e r y  r e s p e c t  a g e n e r a l  s u r v e y .  I t  n o t  o n l y  r a i s e s  
many more q u e s t i o n s  t h a n  i t  a n s w e r s ,  b u t  i t  s h o u l d  a l s o  s e r v e  as 
a g u i d e  t o  f u r t h e r  s t u d y .  

THE M E X I C A N  REVOLUTION 

A s  a p r e l i m i n a r y  t o  c e n t e r i n g  a t t e n t i o n  on r e c e n t  economic 
d e v e l o p m e n t s ,  i t  may b e  w i s e  t o  r emind  o u r s e l v e s  t h a t  Mexico h a s  
b e e n  u n d e r g o i n g  a p r o f o u n d  s o c i a l  r e v o l u t i o n  s i n c e  1 9 1 0 .  A t  t h a t  
time, t h e r e  was a s u d d e n  b u t  s u s t a i n e d  b r e a k  w i t h  p a s t  t r a d i t i o n s  
a n d  f o r m s  o f  s o c i a l  o r g a n i z a t i o n .  The R e v o l u t i o n  -- a l w a y s  w r i t t e n  
w i t h  c a p i t a l s  T  and  R t o  s e t  i t  o f f  f r o m  t h e  c o u n t l e s s  p o l i t i c a l  
u p r i s i n g s  t h a t  p l a g u e d  Mexico f o r  c e n t u r i e s  -- i s  one  o f  t h o s e  
r e l a t i v e l y  r a r e ,  c n m p l e h  s o c i a l - p o l i t i c a l - e c o n o n i c  movements t h a t  
h a s  b r o u g h t  f u n d a m e n t a l  c h a n g e s  i n t o  a l m o s t  e v e r y  nook a n d  c r a n n y  
o f  Mexican  l i f e ,  a n d  c ~ n t i n u e s  t o  b e  one  o f  t h e  mos t  p o t e n t  p o l i t i c a l  
f o r c e s  i n  c o n t e m p o r a r y  Mexico.2 

A s  I v i e w  The R e v o l u t i o n ,  a t  t h e  e n d  o f  i t s  4 5 t h  y e a r ,  I 
b e l i e v e  t h a t  its f i r s t  30 y e a r s  -- t h e  p e r i o d  f rom a b o u t  l 9 l O  t o  
1 9 4 0  -- c a n  c o r r e c t l y  be  c h a r a c t e r i z e d  as " t h e  p e r i o d  o f  re form."  
Dur ing  t h i s  f i r s t  g e n e r a t i o n  o f  r e v o l u t i o n a r y  a c t i v i t i e s ,  t h e  a i r  
was f i l l e d  w i t h  d r eams  o f  a b e v t e r  l i f e ,  and  t h e s e  d r eams  w e r e  
backed  up by s o c i a l  a c t i o n  o f  a l i v e  and  v i r u l e n t  k i n d ,  wh ich  o f t e n  
e r u p t e d  i n t o  v i o l e n c e  a n d  b l o o d s h e d .  The b a s i c  o b j e c t i v e  was t o  
improve  t h e  l o t  o f  t h e  common man. The main method  o f  p r o c e d u r e  was 
t o  r e p l a c e  a s e m i f e u d a l i s t i c ,  a g r i c u l t u r a l  s o c i e t y ,  i n  which  t h e  
few n o n a g r i c u l t u r a l  e n t e r p r i s e s  we re  m a i n l y  owned and  c o n t r o l l e d  by 
f o r e i g n e r s ,  w i t h  t h e  b e g i n n i n g s  o f  a modern c a p i t a l i s t i c  s y s t e m  o f  
p r o d u c t i o n  wh ich  would be p r e d o m i n a n t l y  u n d e r  Mexican c o n t r o l .  T h i s  
meant  t h a t  t h e  f o c u s  o f  a t t a c k  was on  c h a n g i n g  t h e  i n s t i t u t i o n a l  
f ramework o f  s o c i e t y ,  r a t h e r  t h a n  on b u i l d i n g  up t h e  p r o d u c t i v e  
p l a n t  o f  t h e  economy. The f o r m e r  was v i s u a l i z e d  a s  a n e c e s s a r y  
p r e ~ e q u i s i t e  t o  t h e  l a t t e r .  

Out o f  t h i s  " p e r i o d  o f  r e f o r m u  came s n c h  i m p o r t a n t  i n s t i -  
t u t i o n a l  c h a n g e s  as t h e  f o l l o w i n g :  

1. A n a t i o n - w i d e  program o f  l a n d  r e f o r m ,  wh ich  b r o k e  
up many o f  t h e  l a r g e  l a n d h o l d i n g s  a n d  f o r c e d  o t h e r s ,  
o f t e n  t h r o u g h  a change  o f  o w n e r s h i p ,  i n t o  more 
p r o g r e s s i v e  p a t t e r n s  of  manageaen t  ; 

2 .  A p u b l i c l y  s u p p o r t e d  s y s t e m  o f  e d u c a t i o n ,  which  h a s  
many d i f f e r e n t  f a c e t s  b u t  which  i s  p u t t i n g  m a j o r  
a t t e n t i o n  on p r i m a r y  e d u c a t i o n ,  and  i s  now p r o v i d i n g  
some s o r t  o f  t r a i n i n g  f o r  a b o u t  o n e - h a l f  o f  t h e  
c h i l d r e n  be tween  6 and  14 y e a r s  o f  age ;  



The development  of a  power fu l  p o l i t i c a l  p a r t y ,  t h r o u g h  
t h e  c o n t r o l  o f  which t h e  government i n  power i s  a b l e  
t o  name i t s  s u c c e s s o r ,  t h u s  b r i n g i n g  s t a b i l i t y  and  
c o n t i n u i t y  i n t o  t h e  p o l i t i c a l  p r o c e s s ;  

The growth o f  a government- f inanced  and  government- 
c o n t r o l l e d  l a b o r  movement, which i s  n o t  o n l y  a n  
i m p o r t a n t  a d j u n c t  t o  t h e  p o l i t i c a l  p a r t y  b u t  i s  
a l s o  an  a i d  t o  t h e  government i n  many of i t s  eco-  
nomic development  programs; 

The n a t i o n a l i z a t i o n  of  t h e  r a i l r o a d s  and  t h e  
p e t r o l e u m  i n d u s t r y ;  

The e s t a b l i s h m e n t  o f  a  c e n t r a l  bank w i t h  powers  t o  
r e g u l a t e  t h e  s u p p l y  of  money; 

The a s sumpt ion  o f  r e s p o n s i b i l i t y  by t h e  F e d e r a l  
Government f o r  c o n s t r u c t i n g  a  n a t i o n a l  highway 
system, on which g r e a t  p r o g r e s s  h a s  been made; and 

The w i d e s p r e a d  u s e  o f  t h e  power o f  t h e  S t a t e  i n  
many f a c e t s  o f  n a t i o n a l  l i f e .  

From some p o i n t s  o f  view, t h e s e  and r e l a t e d  accompl ish-  
m e n t s  v i r t u a l l y  made a  new c o u n t r y  o u t  o f  Mexico. Old problems,  
o f  c o u r s e ,  r ema in ,  and  e v i d e n c e s  o f  a c u l t u r e  t h a t  was 4,000 t o  
5,000 y e a r s  o l d  a t  t h e  t i m e  o f  t h e  Span i sh  c o n q u e s t  a r e  t o  be s e e n  
a t  e v e r y  g l a n c e ,  n o t  o n l y  i n  p r e h i s t o r i c  r u i n s  b u t  i n  t h e  p h y s i c a l  
and  s o c i a l  c h a r a c t e r i s t i c s  o f  a  good ly  s h a r e  o f  t h e  Mexican popula-  
t i o n .  N e v e r t h e l e s s ,  many o f  t h e  i n h e r i t a n c e s  o f  t h e  p a s t  a r e  i n  
a new s o c i a l ,  p o l i t i c a l ,  and  economic s e t t i n g ,  as a d i r e c t  r e s u l t  
o f  t h e  i n s t i t u t i o n a l  changes  wrought by The R e v o l u t i o n ,  Many o f  
t h e  o l d  problems w i l l  be worked o u t  i n  a n  env i ronment  t h a t  was 
h a r d l y  dreamed of 5 0  y e a r s  ago, when t h e  c o u n t r y  was under  t h e  
domina t ion  o f  a few r i c h ,  l a n d h o l d i n g  f a m i l i e s  w h i l e  t h e  mass of  
t h e  p o p u l a t i o n  l i v e d  i n  abysmal  i g n o r a n c e ,  p o v e r t y ,  and peonage 
t o  c r e d i t o r s .  

Along a b o u t  1940, a new emphas is  became a p p a r e n t  i n  The 
R e v o l u t i o n .  The pendulum a p p e a r s  t o  have  swung away from i n s t i -  
t u t i o n a l  r e fo rm,  and  government p o l i c y  h a s  been  more c l e a r l y  con- 
c e n t r a t e d  on r e l a t i v e l y  o r t h o d o x  ways o f  i n c r e a 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  o f  t h e  economy, L e s s  a t t e n t i o n  h a s  been  g i v e n  i n  r e c e n t  
y e a r s  t o  how t h e  p i e  i s  s l i c e d ,  and more emphas is  i s  b e i n g  p u t  on 
p r o d u c i n g  a  b i g g e r  p i e .  I n  some q u a r t e r s  t h i s  t r e n d  h a s  been  
c h a r a c t e r i z e d  a s  a "urn t o  t h e  r i g h t , "  o r  a " s e l l i n g  o u t  o f  t h e  
aims o f  The Revo lu t ion .*  More g e n e r a l l y ,  however,  i t  a p p e a r s  t o  
be a c c e p t e d  a s  a c o n s t r u c t i v e  r e s p i t e  from t h e  b i t t e r  s t r i f e  of 
t h e  p a s t .  Assu red ly ,  t h e  p a s t  few y e a r s  have w i t n e s s e d  a n  a l m o s t  
phenomenal r a t e  o f  growth i n  t h e  Mexican economy, and i f  t h i s  c a n  
be c o n t i n u e d  i n t o  t h e  f u t u r e  The R e v o l u t i o n  may t a k e  on a c l o a k  of  
a n  e n t i r e l y  d i f f e r e n t  c o l o r  from t h a t  which c h a r a c t e r i z e d  i t s  
e a r l i e r  y e a r s .  



GROWTH I N  NATIONAL PRODUCTION - 
The t o t a l  o u t p u t  o f  a c o u n t r y  i s  commonly measu red  f rom 

two p o i n t s  o f  v iew:  ( 1 )  t h e  sum o f  t h e  v a l u e  of t h e  f i n a l  p r o d u c t s  
p r o d u c e d  i n  t h e  c o u n t r y ;  a n d  ( 2 )  t h e  sum of  t h e  c o s t s  i n c u r r e d  i n  
p r o d u c i n g  t h e s e  p r o d u c t s .  The f i r s t  o f  t h e s e  m e a s u r e s  i s  commonly 
c a l l e d  I f t h e  g r o s s  n a t i o n a l  p r o d u c t I t ;  t h e  s e c o n d  i s  c a l l e d  " t h e  
n a t i o n a l  i n ~ o m e . ~  G r o s s  n a t i o n a l  p r o d u c t  r e p r e s e n t s  t h e  o u t p u t  o f  
goods  a n d  s e r v i c e s  i n  t e r m s  o f  i t s  m a r k e t  v a l u e .  N a t i o n a l  income,  
on t h e  o t h e r  hand ,  i s  t h e  a g g r e g a t e  e a r n i n g s  o f  l a b o r  and  p r o p e r t y  
t h a t  a r i s e  f rom c u r r e n t  p r o d u c t i o n .  I n  Mexico,  i t  i s  computed 
a f t e r  d e d u c t i n g  i n d i r e c t  b u s i n e s s  t a x e s  a n d  d e p r e c i a t i o n .  G r o s s  
n a t i o n a l  p r o d u c t  i s ,  t h e r e f o r e ,  a l a r g e r  f i g u r e  t h a n  n a t i o n a l  
income,  a n d  t h e r e  i s  some r e a s o n  t o  b e l i e v e  t h a t  i n  Mexico,  where  
s t a t i s t i c a l  s e r v i c e s  a r e  n o t  h i g h l y  d e v e l o p e d ,  i t  may b e  s l i g h t l y  
more  a c c u r a t e  t h a n  e s t i m a t e s  o f  n a t i o n a l  income,  P r i m a r i l y  f o r  
t h i s  r e a s o n ,  I have  c h o s e n  t h e  g r o s s  n a t i o n a l .  p r o d u c t  f i g u r e s ,  
p u b l i s h e d  a n n u a l l y  by  t h e  Bank of  Mexico,  as t h e  b e s t  m e a s m e  of 
t h e  t o t a l  o u t p u t  o f  t h e  Mexican  economy. A l t h o u g h  t h e i r  a c c u r a c y  
c o u l d  no  d o u b t  b e  improved  -- a p rob l em which i s  r e c e i v i n g  t h e  
c o n s t a n t  a t t e n t i o n  o f  t h e  Bank -- i t  i s  q u i t e  p r o b a b l e  t h a t  t h e  
y e a r - t o - y e a r  c h a n g e s  i n  t h e s e  e s t i m a t e s  o f  g r o s s  n a t i o n a l  p r o d u c t  
p r o v i d e  r e a s o n a b l y  r e l i a b l e  i n d i c a t i o n s  o f  t h e  r a t e  o f  g rowth  of  
t h e  Mexican  economy. 

The e s t i r a t e s  o f  g r o s s  n a t i o n a l  p r o d u c t  f o r  Mexico,  f rom 
1 9 3 9  t o  1955 ,  a r e  shown i n  T a b l e  A o f  t h e  Appendix ,  When e x p r e s s e d  
i n  c u r r e n t  p r i c e s  t h e y  i n d i c a t e  t h e  t o t a l  v a l u e  i n  p e s o s  o f  t h e  
a n n u a l  o u t p u t  o f  goods  and  s e r v i c e s  o f  t h e  Mexican  economy. When 
e x p r e s s e d  i n  t e r m s  o f  c o n s t a n t  p r i c e s  -- as i n  t h e  t h i r d  column 
o f  T a b l e  A o f  t h e  Appendix -- t h e y  p r o v i d e  a n  i n d e x  o f  t h e  p h y s i c a l  
volume o f  goods  and  s e r v i c e s  p r o d u c e d  by t h e  economy. The i n c r e a s e  
i n  g r o s s  n a t i o n a l  p r o d u c t  i n  c u r r e n t  p r i c e s  was phenomenal ,  d u r i n g  
t h e  1 7 - y e a r  p e r i o d  u n d e r  r e v i e w ,  I t  was a l m o s t  12-1/2  t i m e s  l a r g e r  
i n  1 9 5 5  t h a n  i n  1939 .  T h i s ,  however ,  was d u e  m a i n l y  t o  a r a p i d  
r i s e  i n  t h e  g e n e r a l  l e v e l  o f  p r i c e s .  F o r  t h i s  r e a s o n  t h e  r a t e  o f  
c h a n g e  i n  t h e  p h y s i c a l  volume o f  p r o d u c t i o n ,  which  h a s  b e e n  c a l -  
c u l a t e d  by  d i v i d i n g  t h e  a n n u a l  g r o s s  p r o d u c t  f i g u r e s  by t h e  i n d e x  
o f  w h o l e s a l e  p r i c e s  o f  210 c o m m o d i t i e s  i n  Mexico C i t  , g i v e s  a 
much b e t t e r  i n d i c a t i o n  o f  t h e  g rowth  o f  t h e  economy. 5 

T h a t  t h e  p h y s i c a l  volume o f  p r o d u c t i o n  has a l s o  grown a t  
a r a p i d  r a t e  i s  a t t e s t e d  by a s i m p l e  c o m p a r i s o n  be tween  t h e  1939  
and 1955 f i g u r e s  shown i n  T a b l e  A .  The l a t t e r  a t  17 ,220  m i l l i o n  
p e s o s  was more t h a n  2-1/2 times t h e  fo rmer .  I n  o t h e r  words ,  t h e s e  
d a t a  i n d i c a t e  t h a t  t h e  volume o f  goods  and  s e r v i c e s  p r o d u c e d  by 
t h e  Mexican  economy i n c r e a s e d  by more t h a n  2-1/2 t i m e s  d u r i n g  t h e  
17 y e a r s  be tween  1 9 3 9  and  1955 .  The r a t e  of g rowth  a v e r a g e d  a b o u t  
6 p e r  c e n t  p e r  y e a r  f o r  t h e  e n t i r e  p e r i o d .  A t  t h e  same t i m e ,  how- 
e v e r ,  p o p u l a t i o n  was i n c r e a s i n g  r a p i d l y ,  a n d  when t h i s  i s  t a k e n  
i n t o  a c c o u n t  i t  i s  a p p a r e n t  t h a t  o u t p u t  p e r  c a p i t a  i n c r e a s e d  a t  a 
much l o w e r  r a t e  ( s e e  C h a r t  I ) .  I n d e e d ,  t h e  w i d e n i n g  g a p  be tween  
t o t a l  o u t p u t  a n d  p e r - c a p i t a  o u t p u t ,  a s  shown i n  C h a r t  I, p o i n t s  up  
one o f  t h e  m a j o r  p r o b l e m s  w i t h  wh ich  Mexico i s  f a c e d  -- t h a t  o f  a 
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r a p i d l y  i n c r e a s i n g  popula t ion .  The Mexican r a t e  o f  popu la t i on  
growth has  been c l o s e  t o  3 p e r  c e n t  p e r  y e a r  s i n c e  t h e  middle 1940 ' s .  
Th i s  i s  one of t h e  h i g h e s t  r a t e s  t o  be found among any of t h e  major 
c o u n t r i e s  of t h e  world. I f  t h e  ou tpu t  of t h e  economy had done no 
more t h a n  keep pace wi th  popula t ion ,  Mexico would s t i l l  have been 
q u i t e  a  b u s t l i n g  country .  But obvious ly  t h e  r e s u l t s  were b e t t e r  
t h a n  t h i s .  Pe r - cap i t a  ou tpu t  r o s e  a t  a q u i t e  r a p i d  r a t e  from 1939 
u n t i l  t h e  end of t h e  war; a t  a  much more modest r a t e  f r o m  1946 t o  
1951; and a t  a  vary ing  bu t  s i g n i f i c a n t  r a t e  a f t e r  1951. 

The year- to-year  changes a r e  shown i n  Char t  I (based on 
Table B of  t h e  Appendix), and t h e  summary by p e r i o d s  i s  as fo l lows:  

Gross Nat iona l  Product  1939-1945 1946-1950 1951-1955 
djusted f o r  P r i c e  Chanaes 

A. Average p e r  yea r  i n  
m i l l i o n s  of pesos  8,640 12,254 15,008 

B, Average percen tage  
i n c r e a s e  p e r  yea r  
dur ing  p e r i o d  

Estimated Popu la t i on  

A,  Average p e r  y e a r  i n  
thousands  

Be Average percen tage  
i n c r e a s e ' p e r  y e a r  
dur ing  p e r i o d  

Gross Nat iona l  Product  
Per C a ~ i t a  

A. Average per  y e a r  i n  
peso8 

B. Average percen tage  
i n c r e a s e  p e r  y e a r  
dur ing  p e r i o d  

These d a t a  showing t h e  arowth of t h e  Mexican economy - 
become more meaningful  when we compare them w i t h  what ha s  happened 
i n  a  few o t h e r  countr ies ' .  Because of  d i f f e r e n c e s  i n  t h e  gene ra l  
l e v e l  o f  p r i c e s ,  v a r i a t i o n s  i n  t h e  q u a l i t y  and type  of p roduc t s  
and s e r v i c e s  produced, and d ive rgenc i e s  i n  t h e  degree  of  modern- 
i z a t i o n  o r  t echnology  among c o u n t r i e s ,  i t  i s  v i r t u a l l y  u s e l e s s  t o  
t r y  t o  make i n t e r n a t i o n a l  comparisons of  t h e  p h y s i c a l  volume of 
p roduc t ion  p e r  c a p i t a .  Yet it i s  p o s s i b l e  to-compare r a t e s  of 

1 growth among d i f f e r e n t  c o u n t r i e s  w i thou t  running i n t o  s e r i o u s  d i f f i -  
c u l t i e s .  To do t h i s  we t empora r i l y  f o r g e t  how t h e  l e v e l  of  ou tpu t  
p e r  c a p i t a  i n  Mexico compares wi th  t h a t  i n  o t h e r  c o u n t r i e s ,  and 
ask o u r s e l v e s  i n s t e a d :  how does t h e  - r a t e  of  change i n  p roduc t ion  



p e r  c a p i t a  compare w i t h  t h a t  o f  o t h e r  c o u n t r i e s ?  Thus we a r e  n o t  
a s k i n g :  do t h e  p e o p l e  o f  Mexico have  a s  much p e r  c a p i t a  on which 
t o  l i v e  as do t h e  p e o p l e  o f  t h e  U n i t e d  S t a t e s ,  A r g e n t i n a ,  o r  some 
o t h e r  c o u n t r y ?  We a r e  a s k i n g  i n s t e a d :  r e g a r d l e s s  o f  t h e  compar- 
a t i v e  amounts a v a i l a b l e ,  i s  Mexico i n c r e a s i n g  i t s  o u t p u t  as r a p i d l y  
a s  o t h e r  c o u n t r i e s ?  The answer t o  t h i s  q u e s t i o n  can  b e  g i v e n  i n  a 
s t r a i g h t f o r w a r d  and r e a s o n a b l y  a c c u r a t e  manner, The d a t a  i n  Tab le  1 -- 
t h e y  h a v e  been p l o t t e d  i n  C h a r t  I1 -- g i v e s  t h e  answer f o r  Mexico as 
compared w i t h  A r g e n t i n a ,  B r a z i l ,  Colombia, and t h e  U n i t e d  s t a t e s  .4 

The i n t e r e s t i n g  and i m p o r t a n t  p o i n t  b rough t  o u t  by t h e  
d a t a  i n  T a b l e  1 and C h a r t  I1 i s  t h a t  t h e  r a t e  of growth i n  t h e  Mexican 
economy h a s  f a r  o u t s t r i p p e d  t h a t  o f  A r g e n t i n a ,  B r a z i l ,  and Colombia, 
and i n  c e r t a i n  p e r i o d s ,  p a r t i c u l a r l y  i n  t h e  immediate  pos twar  y e a r s  
and a g a i n  s i n c e  1953, Mexico h a s  been expanding  p r o d u c t i o n  p e r  c a p i t a  
more r a p i d l y  t h a n  t h e  U n i t e d  S t a t e s .  T h i s  does  n o t  mean, of  c o u r s e ,  
t h a t  t h e  a v e r a g e  Mexican i s  l i v i n g  a t  a h i g h e r  l e v e l  t h a n  t h e  p e o p l e  
of  t h e s e  o t h e r  c o u n t r i e s .  A r g e n t i n a ,  Colombia, and t h e  Uni t ed  S t a t e s  
c l e a r l y  have a h i g h e r  o u t p u t  o f  g o o d s ' a n d  s e r v i c e s  p e r  c a p i t a  t h a n  
Mexico, The a v e r a g e  B r a z i l i a n  may have a b o u t  t h e  same, o r  a  l i t t l e  
l e s s  t h a n  t h e  a v e r a g e  Mexican. I t  does  mean, however, t h a t  t h e  
Mexicans f o r  q u i t e  a  number o f  y e a r s  have been improving  t h e i r  l e v e l  
o f  l i v i n g  a t  a more r a p i d  r a t e  t h a n  h a s  been t h e  c a s e  i n  t h e  o t h e r  
t h r e e  L a t i n  American c o u n t r i e s ,  and i n  some y e a r s  t h e y  have made 
g r e a t e r  p r o g r e s s  t h a n  have  t h e  p e o p l e  o f  t h e  Uni t ed  S t a t e s .  

It seems c l e a r  t h a t  A r g e n t i n a ,  B r a z i l ,  and Colombia d i d  
n o t  b e n e f i t  immedia te ly  from t h e  boom o f  t h e  war y e a r s ,  a s  was t h e  
c a s e  w i t h  Mexico and t h e  Uni t ed  S t a t e s .  Indeed ,  t h e  war t ime s h o r t -  
a g e s  o f  c a p i t a l  goods f o r  e x p o r t  from t h e  U n i t e d  S t a t e s  and Western 
Europe t o  t h e s e  c o u n t r i e s ,  c o u p l e d  w i t h  t h e  e l i m i n a t i o n  o f  a  l a r g e  
p a r t  o f  t h e  European m a r k e t  f o r  c o f f e e ,  wheat ,  b e e f ,  and a few 
o t h e r  commodit ies ,  p r o b a b l y  a c c o u n t  i n  l a r g e  p a r t  f o r  t h e  f a c t  t h a t  
A r g e n t i n a ,  B r a z i l ,  and Colombia made a l m o s t  no economic p r o g r e s s  
u n t i l  t h e  end  of  t h e  w a r .  S i n c e  1945,  however, bo th  B r a z i l  and 
Colombia have  made r a p i d  p r o g r e s s  -- c o n s i d e r a b l y  more r a p i d  t h a n  
e i t h e r  Mexico o r  t h e  U n i t e d  S t a t e s ,  They have  n o t  y e t ,  however, 
r e c o v e r e d  c o m p l e t e l y  from t h e  h a n d i c a p s  of  t h e  war y e a r s .  A r g e n t i n a  
e n j o y e d  an u n u s u a l l y  r a p i d  r a t e  o f  growth f o r  t h r e e  y e a r s  f o l l o w i n g  
t h e  end  o f  t h e  war, b u t  t h e n ,  t h r o u g h  a combina t ion  o f  d rough t  and 
e r r o n e o u s  government p o l i c i e s ,  h e r  o u t p u t  p e r  c a p i t a  d e c l i n e d  u n t i l  
J953 when i t  was a t  a p o i n t  abou t  where i t  was n i n e  y e a r s  e a r l i e r .  
It w a s  Mexico a l o n e  among t h e  f o u r  l a r g e  L a t i n  American c o u n t r i e s  -- 
t h e s e  f o u r  c o u n t r i e s  a c c o u n t  f o r  a b o u t  70 p e r  c e n t  o f  t h e  t o t a l  
p o p u l a t i o n  o f  L a t i n  America -- which i n c r e a s e d  o u t p u t  p e r  c a p i t a  
r a p i d l y ,  and a l m o s t  c o n t i n u o u s l y ,  from t h e  b e g i n n i n g  o f  t h e  war 
u n t i l  t h e  p r e s e n t  t ime.5 

Not o n l y  i s  t h i s  an  e n v i a b l e  r e c o r d  of which t h e  Mexicans 
c a n  be j u s t i f i a b l y  proud,  b u t  a l s o  i t  a r o u s e s  o u r  c u r i o s i t y  a s  t o  
how i t  w a s  done, and w h e t h e r  i t  h a s  been b u i l t  on a  s o l i d  f o u n d a t i o n  
t h a t  i s  l i k e l y  t o  p r o v i d e  a  base  f o r  s t i l l  f u r t h e r  expans ion  i n  t h e  
f u t u r e .  Al though we may f a l l  s h o r t  o f  g e t t i n g  a  n e a t  and d e f i n i t i v e  
answer t o  t h e s e  q u e s t i o n s ,  one s t e p  a l o n g  t h e  r o u t e  i s  t o  f i n d  t h e  
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TABLE 1 

a1 Volume of  P r o d u c t i  on P e r  C a p i t a  (Gross  N a t i o n a l  
P r o d u c t  i n  C o n s t a n t  P r i c e s )  i n  A r g e n t i n a ,  B r a z i l ,  Colombia, Mexico, 

Year A r g e n t i n a  

and t h e  u n i t e d  s t a t e s *  

B r a z i l  Un i t ed  S t a t e s  

+ C a l c u l a t e d  from t h e  d a t a  i n  Table  D o f  t h e  Appendix. The s l i g h t  
d i f f e r e n c e s  i n  t h e  f i g u r e s  f o r  Mexico from t h o s e  shown i n  Table B 
o f  t h e  Appendix a r o s e  from round ing  t h e  c a l c u l a t i o n s  i n  Table  C 
where t h e  o u t p u t  o f  t h e  Mexican economy was e x p r e s s e d  i n  1950 p r i c e s  
i n s t e a d  o f  i n  1939 p r i c e s  as i n  Table  B. 
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answer t o  t h e  q u e s t i o n :  i n  what s e c t o r s  of t h e  Mexican economy 
d i d  t h e  most  r a p i d  r a t e  o f  growth t a k e  p l a c e ?  Was it i n  mining,  
m a n u f a c t u r i n g ,  a g r i c u l t u r e ,  commerce, o r  some o t h e r  a c t i v i t y ?  
When you pose  t h i s  q u e s t i o n  t o  i n t e l l e c t u a l  Mexicans who a r e  
i n t e r e s t e d  and in fo rmed  a b o u t  economic c o n d i t i o n s  i n  t h e i r  c o u n t r y ,  
a l a r g e  p r o p o r t i o n  o f  them w i l l  s u g g e s t  t h a t  i t  h a s  been  t h e  growth 
o f  t h e  m a n u f a c t u r i n g  i n d u s t r y  t h a t  a c c o u n t s  f o r  t h e  l i o n ' s  s h a r e  
o f  t h e  e x p a n s i o n  i n  t h e  economic sys t em,  T h i s  i s  a l s o  t h e  most 
common answer g i v e n  by t h o s e  U n i t e d  S t a t e s  bus inessmen who a r e  
l i v i n g  and  managing b u s i n e s s e s  i n  Mexico. Yet,  s t r a n g e l y  enough, 
when we examine t h e  b e s t  d a t a  a v a i l a b l e  on t h i s  p o i n t  we f a i l  t o  
f i n d  a  v e r i f i c a t i o n  of t h e s e  o p i n i o n s .  

The Combined Mexican Working P a r t y ,  i n  i t s  r e p o r t  t o  
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 Development t o  which 
r e f e r e n c e  h a s  a l r e a d y  been made, e s t i m a t e d  t h e  v a l u e  of t h e  n e t  
p r o d u c t  produced i n  Mexican t e r r i t o r y ,  o r  what i t  c a l l e d  " n e t  
domest ic  p r o d u c t , "  by ma jo r  economic a c t i v i t i e s  f o r  e a c h  of  t h e  
y e a r s  f rom 1939 t o  1950,  The Department  o f  Economic S t u d i e s  of 
t h e  Bank of  Mexico h a s  s p p l i e d  me w i t h  s imilar  e s t i m a t e s  f o r  t h e  
y e a r s  1 9 5 1  t h r o u g h  195bm8 An a r rangement  o f  t h e s e  d a t a  b y  p e r i o d s  
i s  p r e s e n t e d  i n  Tab le  2. They i n d i c a t e  t h a t  a l l  s e c t o r s  of t h e  
Mexican economy expanded a t  r emarkab ly  even  r a t e s ,  d u r i n g  t h e  1939-54 
p e r i o d .  The o u t p u t  o f  m a n u f a c t u r i n g ,  f o r  i n s t a n c e  -- t h e  a c t i v i t y  
t o  which most o b s e r v e r s  p o i n t  a s  h a v i n g  grown most  r a p i d l y  -- 
a c c o u n t e d  f o r  17.6 p e r  c e n t  o f  t h e  t o t a l  n e t  domes t i c  p r o d u c t  i n  
t h e  1939-45 p e r i o d ,  18.2 p e r  c e n t  o f  t h e  t o t a l  d u r i n g  t h e  1946-50 
p e r i o d ,  b u t  d e c l i n e d  t o  16.1 p e r  c e n t  f o r  t h e  f o u r  y e a r s  1951-54 
( s e e  Tab le  2 ) .  These d i f f e r e n c e s  a r e  s o  minor  t h a t  t h e y  c o u l d  
e a s i l y  be a c c o u n t e d  f o r  b y  e r r o r s  o f  e s t i m a t i o n .  About t h e , o n l y  
c l e a r  t r e n d  t h a t  one can  f i n d  i n  t h e  d a t a  i n  T a b l e  2  i s  a  d e c r e a s e  
i n  t h e  r e l a t i v e  i m p o r t a n c e  o f  min ing  i n  t h e  t o t a l  economy. T h i s  
i n c i d e n t a l l y  i s  borne  o u t  by o p i n i o n s  among p e o p l e  f a m i l i a r  w i t h  
t h e  min ing  i n d u s t r y ,  and by amendments t o  t h e  t a x  l a w s  a few months 
ago which were aimed e x p l i c i t l y  a t  g i v i n g  t h e  mine o p e r a t o r s  a 
b e t t e r  b r e a k  t h a n  t h e y  have  had h e r e t o f o r e ,  A g r i c u l t u r a l  o u t p u t  
a p p e a r s  t o  have h e l d  i t s  own q u i t e  w e l l ,  a l t h o u g h  one migh t  r e a s o n -  
a b l y  have  e x p e c t e d  i t  t o  d e c r e a s e  i n  r e l a t i v e  i m p o r t a n c e  a s  t h e  
economy grows and deve lops .  I t s  o u t p u t  u a s  a s l i g h t l y  lower  p e r -  
centage  of t h e  t o t a l  i n  t h e  f i v e  immedia te  pos twar  y e a r s  t h a n  
e a r l i e r ,  b u t  i t  snapped back a g a i n  i n  t h e  1 9 5 1 - 5 4 . p e r i o d  t o  a c c o u n t  
f o r  19.8 p e r  c e n t  of t o t a l  domes t i c  p r o d u c t ,  y h i c h  was a b o u t  t h e  
same p r o p o r t i o n  a s  i t  r e p r e s e n t e d  i n  t h e  1939-45 p e r i o d ,  

When one examines more o r  l e s s  s i m i l a r  d a t a  f o r  A r g e n t i n a ,  
B r a z i l ,  and  Colombia, he  f i n d s  a d i f f e r e n t  p i c t u r e .  There  was a  
t e n d e n c y  f o r  A r g e n t i n a ' s  a g r i c u l t u r e  t o  d e c l i n e  i n  r e l a t i v e  impor- 
t a n c e  and f o r  " g e n e r a l  s e r v i c e s n  t o  make up an i n c r e a s i n g  p r o p o r t i o n  
o f  g r o s s  p r o d u c t ,  w h i l e  m a n u f a c t u r i n g ,  mining,  and c o n s t r u c t i o n  
d i d  n o t  change g r e a t l y ,  d u r i n g  t h e  decade  of t h e  1 9 4 0 ' s  and t h e  
f i r s t  h a l f  of 1950, I n  Colombia, between 1945  and 1953, t h e r e  were 
c l e a r  and s i g n i f i c a n t  i n c r e a s e s  i n  t h e  p r o p o r t i o n  o f  t o t a l  g r o s s  
p r o d u c t  r e p r e s e n t e d  by m a n u f a c t u r i n g ,  c o n s t r u c t i o n ,  and t r a n s p o r -  
t a t i o n  and p u b l i c  u t i l i t i e s ,  w h i l e  t h e  r e l a t i v e  i m p o r t a n c e  of 



TABLE 2 

Value of  t h e  Net P r o d u c t  Produced i n  Mexican T e r r i t o r y  by  Economic - 
A c t i v i t i e s *  

(Amounts i n  m i l l i o n s  o f  p e s o s  a t  c u r r e n t  p r i c e s )  

A c t i v i t y  

- -  - -  . - 

Commerce 

A g r i c u l t u r e  

M a n u f a c t u r i n g  

Mining 

C o n s t r u c t i o n  

Pe t ro leum 

E l e c t r i c  power 

A l l  o t h e r s  

T o t a l  

Seven-year  F ive -yea r  I Fourmyear 
p e r i o d  1939-45 p e r i o d  1946-50 p e r i o d  1951-54 

Annual 
Average 

L 

2,994.5' 

2,126.7 

1,880.4 

322.1 

207.5 

154.9 

54.5 

23967.1 

10,707e7 

Annual 
Average 

9,531.6 

Annual 

16,935.1 

*Data f o r  t h e  y e a r s  1939-50 a r e  from T a b l e  2 of  The Economic Devel- 
opment o f  Mexico The Johns  Hopkins P r e s s ,  ~ a l t i m o r e ,  For  ' % % m i  t h e  d a t a  a r e  from t h e  Department  of F o 2 o m i c  
S t u d i e s  o f  t h e  Bank o f  Mexico, 



a g r i c u l t u r e  d e c l i n e d ,  I n  B r a z i l ,  i n d u s t r y  and t r a n s p o r t a t i o n  grew 
mucb more r a p i d l y  t h a n  o t h e r  s e c t o r s  o f  t h e  economy, from 1940 t o  
1953.7 

That  a l l  s e c t o r s  o f  t h e  Mexican economy a p p e a r  t o  have 
grown d u r i n g  t h e  p a s t  15 y e a r s  a t  more uni form r a t e s  t h a n  was t h e  
c a s e  i n  t h e  o t h e r  l a r g e  L a t i n  American c o u n t r i e s ,  t h a t  a g r i c u l t u r e  
i n  p a r t i c u l a r  d i d  n o t  d e c l i n e  r e l a t i v e  t o  i n d u s t r y  and commerce, 
and t h a t  i n f o r m e d  o p i n i o n  u s u a l l y  p o i n t s  t o  i n d u s t r y  a s  b e i n g  t h e  
most r a p i d  growing p o i n t  i n  t h e  economy a r e  f a c t o r s  t h a t  t e n d  t o  
c a s t  doub t  on t h e  a c c u r a c y  o f  t h e  d a t a  i n  Tab le  2. Moreover,  t h e  
e s t i m a t e s  of  o u t p u t  by s e c t o r s  o f  t h e  economy a r e  n o t  viewed by 
t h e  s t a t i s t i c i a n s  o f  t h e  Bank o f  Mexico as b e i n g  as a c c u r a t e  a s  
t h e i r  e s t i m a t e s  o f  t o t a l  g r o s s  p r o d u c t .  No doub t ,  t h e  a c c u r a c y  
o f  t h e  d a t a  c o u l d  be improved, N e v e r t h e l e s s ,  I am somewhat l o a t h  
t o  b e l i e v e  t h a t  t h e y  p r e s e n t  a  d i s t o r t e d ,  o r  h i g h l y  e r r o n e o u s ,  
p i c t u r e ,  I n  o t h e r  words,  I s u s p e c t  t h a t  t h e  ma jo r  s e c t o r s  of t h e  
Mexican economy d i d  grow a t  r e l a t i v e l y  uni form r a t e s  d u r i n g  t h e  
p a s t  decade  and a h a l f ,  There a r e ,  a t  l e a s t ,  f o u r  r e a s o n s  f o r  
a c c e p t i n g  t h i s  p o i n t  of  view. F i r s t ,  t h e  s t a t i s t i c i a n s  who made 
t h e  e s t i m a t e s  a r e  q u a l i f i e d  t e c h n i c i a n s .  Second, t h e  o p i n i o n s  o f  
even we l l - in fo rmed  p e o p l e  can  be q u i t e  b i a s e d  w i t h  r e s p e c t  t o  t h i s  
problem because  o f  t h e  i n o r d i n a t e  amovnt o f  p u b l i c i t y  g i v e n  t o  t h e  
growth of  i n d u s t r y ,  The i n a u g u r a t i o n  of  a  new f a c t o r y  o r  even t h e  
v i s i t  o f  a n  i m p o r t a n t  i n d u s t r i a l i s t  from t h e  U n i t e d  S t a t e s  o r  Europe 
a t t r a c t s  wide  p u b l i c i t y  i n  Mexico C i t y  newspapers .  Th i rd ,  t h e  
Kex ican  government h a s  been  u n u s u a l l y  a c t i v e  i n  promot ing  economic 
development  d u r i n g  t h e  p a s t  two decades ,  and t h e  r u l i n g  p o l i t i c a l  
p a r t y  ' i n  Mexico i s  a n  amalgam 6 f  p r e s s u r e  g roups ,  s e v e r a l  o f  which 
a r e  o r g a n i z e d  a l o n g  b r o a d  o c c u p a t i o n a l  l i n e s .  There  i s  a  c o n s t a n t  
t u g  of '  w a r  among t h e  l e a d e r s  o f  t h e s e  groups ,  e a c h  o f  whom s t r i v e s  
t o  s e e  t h a t  h i s  c o n t i n g e n t  g e t s  a  I t f a i r  s h a r e u  of government a i d .  
The p o l i t i c a l  p r o c e s s ,  i n  o t h e r  words,  t e n d s  t o  f u n n e l  government 
a s s i s t a n c e  i n t o  a l l  s e c t o r s  o f  t h e  economy. T h i s  i s  t h e  p r a c t i c a l  
p o l i t i c a l  e x p r e s s i o n  o f  t h e  i d e a  o f  nba lanced  economic growth,n a 
t e rm w i d e l y  u s e d  by e c o n o m i s t s  t o  r e f e r  t o  something  q u i t e  d i f f e r -  
e n t  -- namely, a  g e n e r a l  (and  d e s i r a b l e )  t e n d e n c y  f o r  t h e  f a c t o r s  
o f  p r o d u c t i o n  t o  be so  d i s t r i b u t e d  among t h e  many d i f f e r e n t  t y p e s  
o f  a c t i v i t i e s  a s  t o  e a r n  e q u a l  m a r g i n a l  r a t e s  o f  r e t u r n .  F o u r t h ,  
a g r i c u l t u r e ,  t h e  one major  segment o f  t h e  economy which migh t  
r e a s o n a b l y  have been e x p e c t e d  t o  d e c l i n e  i n  r e l a t i v e  impor tance ,  
b a s  been q u i t e  p r o f i t a b l e  d u r i n g  most o f  t h e  p a s t  17 y e a r s ,  and 
h a s  r e c e i v e d  a  t remendous  amount of government a s s i s t a n c e  i n  t h e  
form of new c a p i t a l  f o r  i r r i g a t i o n  developments ,  machinery ,  and 
f e r t i l i z e r ,  a s  w e l l  a s  i m p o r t a n t  s t i m u l i  t o  f a r m e r s  t o  improve 
t e c h n o l o g y  t h r o u g h  t h e  a d o p t i o n  o f  b e t t e r  v a r i e t i e s  of  s e e d s ,  
improved l i v e s t o c k ,  and more modern c u l t u r a l  p r a c t i c e s .  

Even though i n d u s t r y  may n o t  have grown i n  r e l a t i v e  
i m p o r t a n c e  .as  r a p i d l y  a s  many p e o p l e  seem t o  t h i n k ,  t h e r e  i s ,  
n e v e r t h e l e s s ,  abundant  e v i d e n c e  t h a t  Mexico i s  r a p i d l y  b u i l d i n g  
t h e  b a s i c  f o u n d a t i o n s  of  an i n d u s t r i a l  s o c i e t y .  When one examines 
t h e  growth of such  i n d u s t r i e s  a s  i r o n  and s t e e l ,  e l e c t r i c a l  power, 
cement ,  and pe t ro leum,  a l l  of which a r e  b a s i c  t o  t h e  development  



of an  i n d u s t r i a l  economy, he f i n d s  t h a t  t h e y  have expanded r a p i d l y  
i n  Mexico d u r i n g  t h e  p a s t  decade  and a h a l f .  The g e n e r a l  p i c t u r e  
w i t h  r e s p e c t  t o  t h e s e  i n d u s t r i e s  i s  summarized i n  Tab le  3,  and 
l i t t l e  d i s c u s s i o n  i s  n e c e s s a r y  t o  show t h e  r a p i d i t y  w i t h  which 
t h e y  have grown. The c a p a c i t y  t o  produce  p i g  i r o n  i n c r e a s e d  more 
t h a n  400 p e r  c e n t  between 1940 and 195k;  t h e  o u t p u t  o f  i r o n  and 
s t e e l  grew i n  a b o u t  t h e  same p r o p o r t i o n .  E l e c t r i c a l  g e n e r a t i n g  
c a p a c i t y  i n c r e a s e d  a l m o s t  300 p e r  c e n t ,  and t h e  c a p a c i t y  t o  produce  
cement expanded o v e r  4-1/2 t imes .  The p r o d u c t i o n  of c r u d e  o i l  more 
t h a n  doub led  be tween 1940 and 195.5, and t h i s  r a t e  was s u r p a s s e d  i n  
t h e  p r o d u c t i o n  o f  p r o d u c t s  d e r i v e d  from pe t ro leum.  G e n e r a l l y ,  
t h e s e  "heavy i n d u s t r i e s 1 '  r e q u i r e  l a r g e  a c c u m u l a t i o n s  o f  c a p i t a l ,  
and t h e  f a c t  t h a t  t h e y  a r e  expanding  r a p i d l y  i s  a n  i n d i c a t i o n  t h a t  
Mexico i s  n o t  c o n t e n t  t o  c e n t e r  i t s  emphas is  s o l e l y  on t h e  expan-  
s i o n  o f  "consumer goods,"  such as t e x t i l e s ,  p r o c e s s e d  food,  and 
l e a t h e r  p r o d u c t s  -- a r e a s  i n  which t h e  e a r l y  p h a s e s  o f  i n d u s t r i a l -  
i z a t i o n  a r e  u s u a l l y  most  r a p i d  i n  underdeve loped  c o u n t r i e s .  

It i s  a l s o  i m p o r t a n t  t o  n o t e  t h a t  Mexico h a s  s i g n i f i c a n t l y  
expanded h e r  t r a n s p o r t a t i o n  system, p a r t i c u l a r l y  i n  t h e  f i e l d  o f  
highway c o n s t r u c t i o n .  The k i l o m e t e r s  of F e d e r a l  and S t a t e  r o a d s  
i n  t h e  c o u n t r y  f o r  f o u r  p e r i o d s  i n  t h e  r e c e n t  p a s t  were a s  f o l l o w s :  

Coated  3,505 6 ,393  

Paved 

TOTAL 9,929 17 ,404 21,422 26,352 

P e r h a p s  a s  i m p o r t a n t  a s  t h e  i n c r e a s e  i n  t o t a l  k i l o m e t e r s  
shown by t h e s e  d a t a  i s  t h e  f a c t  t h a t  i t  i s  t h e  paved r o a d s  which 
have been  expanded most  r a p i d l y .  Truck and au tomobi l e  t r a n s p o r t a t i o n  
h a s  grown by l e a p s  and bounds, p a r t l y  because  t h e  Mexican r a i l r o a d  
sys tem h a s  been one of  t h e  l a g g a r d s  i n  t h e  c o u n t r y ' s  r a p i d  r a t e  o f  
economic expans ion .  The t o t a l  m i l e a g e  o f  r a i l r o a d s  h a s  n o t  i n c r e a s e d  
d u r i n g  t h e  p a s t  15 y e a r s ,  a l t h o u g h  t h e r e  have  been improvements  i n  
r o l l i n g  s t o c k  and roadbeds ,  p a r t i c u l a r l y  s i n c e  1945; and an  i n d e x  
of  f r e i g h t  and p a s s e n g e r  t r a f f i c ,  computed by t h e  Department  of  
Economic I n v e s t i g a t i o n s  of Nac iona l  Financiers, S,A,, r o s e  from 
307 i n  1944 t o  359 i n  1954. Although c o n s i d e r a b l e  c a p i t a l  h a s  been 
p o u r e d  i n t o  t h e  n a t i o n a l i z e d  r a i l w a y  sys t em d u r i n g  t h e  p a s t  few 
y e a r s ,  and e v i d e n c e s  o f  i n c r e a s e d  e f f i c i e n c y  i n  a d m i n i s t r a t i o n  may 
be becoming s l o w l y  a p p a r e n t ,  i t  i s  t r u c k  t r a n s p o r t a t i o n  which h a s  
been most  i m p o r t a n t  i n  k e e p i n g  pace  w i t h  Mexico t s  growing i n d u s t r y .  
The number of r e g i s t e r e d  t r u c k s ,  f o r  i n s t a n c e ,  i n c r e a s e d  from j u s t  
o v e r  50,000 i n  1941 t o  a l m o s t  180,000 i n  1953.  When one compares 
N e x i c o ' s  highway sys tem -- t h e  e x t e n t  and g e n e r a l  c o n d i t i o n  of 
r o a d s  -- w i t h  t h a t  of t h e  U n i t e d  S t a t e s ,  i t  i s ,  o f  c o u r s e ,  g r e a t l y  
i n f e r i o r .  On t h e  o t h e r  hand, when compared w i t h  o t h e r  L a t i n  Ameri- 
can  c o u n t r i e s  i t  i s  q u i t e  good. Moreover, l a r g e  amounts of  p u b l i c  
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TABLE 3 

R a t e s  of  Growth i n  S e l e c t e d  Areas  o f  Mexican I n d u s t r y *  

I t e m  

1. C a p a c i t y  o f  p i g  i r o n  p r o d u c t i o n  
( t o n s )  

I n d e x  

2 .  P r o d u c t i o n  o f  p i g  i r o n  ( t o n s )  

I n d e x  

3. P r o d u c t i o n  o f  s t e e l  ( t o n s )  

I n d e x  

4. E l e c t r i c a l  g e n e r a t i n g  c a p a c i t y  
( t h o u s a n d s  o f  kw.) 

Index  

5. E l e c t r i c a l  power g e n e r a t e d  
( m i l l i o n s  o f  kw-hr) 

I n d e x  

6. C a p a c i t y  o f  cement  p r o d u c t i o n  
( t h o u s a n d s  o f  t o n s )  

Index  

7, Cement p r o d u c t i o n  ( t h o u s a n d s  
o f  t o n s )  

I n d e x  

8. P r o d u c t i o n  of  c r u d e  o i l  
( m i l l i o n s  o f  b a r r e l s )  

I n d e x  

9. P r o d u c t i o n  of  p e t r o l e u m  d e r i v -  
a t i v e s  ( m i l l i o n s  o f  b a r r e l s )  

I n d e x  

-2 Dzta from N a c i o n a l  Financiers, 3 . k .  

-:+s:-Dat a  f o r  1954. 



f u n d s  a r e  b e i n g  p u t  i n t o  t h e  improvement o f  t r a n s p o r t a t i o n  f a c i l -  
i t i e s ,  A r e c e n t  government pronouncement i n d i c a t e d  t h a t ,  w i t h i n  
t h e  n e x t  two y e a r s ,  t h e r e  w i l l  be 8,000 more k i l o m e t e r s  o f  r o a d  
t h a n  a t  p r e s e n t ,  much of  which i s  a l r e a d y  u n d e r  c o n s t r u c t i o n .  
Al though r e s u l t s  r a r e l y  measure up t o  p l a n s  and p r o g n o s t i c a t i o n s ,  
t h e r e  c a n  be  l i t t l e  doub t  t h a t  t h e r e  i s  a s t r o n g  and c o n t i n u i n g  
d r i v e  t o  expand t h e  highway sys tem.  

P e r h a p s  i t  would be w e l l  a t  t h i s  p o i n t  t o  summarize t h e  
ma jo r  f i n d i n g s  o f  o u r  s t u d y  of Mexican economic growth d u r i n g  t h e  
p e r i o d  s i n c e  1939.  They can  be  grouped i n t o  t h e  t h r e e  f o l l o w i n g  
s t a t e m e n t s :  

1, The Mexican economy h a s  grown a t  a q u i t e  r a p i d  r a t e  -- 
a r a t e  which s u r p a s s e s  t h a t  of t h e  o t h e r  l a r g e  L a t i n  
American c o u n t r i e s  and compares  f a v o r a b l y  w i t h  t h e  
r a t e  o f  growth i n  t h e  U n i t e d  S t a t e s ;  

2 .  The r a p i d  growth which Mexico h a s  e x p e r i e n c e d  a p p e a r s  
t o  have been  r a t h e r  e v e n l y  d i s t r i b u t e d  t h r o u g h o u t  a l l  
s e c t o r s  of t h e  economy; and 

3 .  There  i s  good e v i d e n c e  t h a t  Mexico i s  b u i l d i n g  t h e  
f o u n d a t i o n s  f o r  an  i n d u s t r i a l  s o c i e t y ,  i n  t h a t  con- 
s i d e r a b l e  emphas is  i s  b e i n g  p l a c e d  on t h e  deve lop-  
ment of  heavy i n d u s t r i e s  and an improved sys tem o f  
t r a n s p o r t a t i o n ,  

I t  migh t  a l s o  be wor th  p o i n t i n g  o u t  t h a t  we have measured  - 
growth i n  t e r m s  of i n c r e a s e s  i n  p e r - c a p i t a  o u t p u t .  T h i s  comes 
a b o u t  as n e a r  t o  i d e n t i f y i n g  neconomic growthn w i t h  " m a t e r i a l  
p r o g r e s s n  a s  c a n  b e  d o n e - s t a t i s t i c a l l y  f o r  t h e  c o u n t r y  a s  a  whole,  
I n  o t h e r  words,  n o t  o n l y  h a s  t h e  Mexican economy grown a t  a  r a p i d  
r a t e ,  b u t  a l s o  t h e  Mexican p e o p l e  have made r a p i d  m a t e r i a l  p r o g r e s s ,  
There y e t  r e m a i n s  f o r  d i s c u s s i o n  t h e  problem as t o  how t h i s  i n -  
c r e a s e d  o u t p u t  was i n  f a c t  s h a r e d  by t h e  d i f f e r e n t  g r o u p s  and 
c l a s s e s  i n  s o c i e t y ,  b u t  o u r  c a l c u l a t i o n s  i n d i c a t e  t h a t  had  i t  been  
d i s t r i b u t e d  e q u a l l y  t h e  " a v e r a g e M  Mexican would have had  about 
66 p e r  c e n t  more goods and s e r v i c e s  a t  h i s  d i s p o s a l  i n  1955 t h a n  
he  had i n  1939. T h i s  i s  p r o g r e s s !  

TOWARD AN EXPLANATION 

The i n t e r e s t i n g .  and  i m p o r t a n t  q u e s t i o n  is:  how d i d  t h e  
Mexicans do i t? If we c o u l d  g e t  t h e  answer t o  t h i s  q u e s t i o n ,  we 
migh t  have,  a t  l e a s t ,  a n  i n d i c a t i o n  a s  t o  what  o t h e r  c o u n t r i e s  
c o u l d  do t o  s t e p  up t h e i r  r a t e s  of economic growth.  T h i s  problem 
i s  of such  c o m p l e x i t y  t h a t  i t  d e s e r v e s  much more s t u d y  t h a n  I have 
y e t  been  a b l e  t o  g i v e  i t .  Only a  few t e n t a t i v e  p o i n t s  c a n  be made, 
a t  t h i s  t i m e ,  

The f i r s t  o f  t h e s e ,  a  q u i t e  s i m p l e  p o i n t ,  i s  t h a t  Mexico ' s  
r a p i d  p r o g r e s s  d u r i n g  t h e  p a s t  s e v e r a l  y e a r s  d i d  n o t  a r i s e  from t h e  



d i s c o v e r y  o f  some h e r e t o f o r e  unknown o r  u n u t i l i z e d  s t o r e  o f  n a t u r a l  
r e s o u r c e s .  The Mexican  c a s e  i s  e n t i r e l y  d i f f e r e n t  f rom t h a t  o f  
Venezue l a ,  f o r  i n s t a n c e .  I n  t h e  l a t t e r  c o u n t r y ,  o u t s i d e  c a p i t a l  
and  t e c h n i c a l  knowledge  have  made a v a i l a b l e  l a r g e  p o o l s  of o i l  and,  
more r e c e n t l y ,  m o u n t a i n s  of  i r o n  ore, which  a r e  b e i n g  s o l d  a b r o a d  
f o r  d o l l a r s  a n d  a few o t h e r  c u r r e n c i e s  t h a t  i n  t u r n  a r e  b e i n g  u s e d  
t o  expand  r a p i d l y  t h e  i n t e r n a l  economy o f  Venezue l a .  I n  o t h e r  
words ,  t h e  n e c e s s a r y  c a p i t a l  f o r  economic g rowth  and  t h e  f u n d s  
w i t h  wh ich  t o  p u r c h a s e  needed  t e c h n i c a l  knowledge a r e  coming f r o m  
newly  d i s c o v e r e d  o r  newly u t i l i z e d  n a t u r a l  r e s o u r c e s  which  have  
b e e n  b r o u g h t  i n t o  p r o d u c t i o n  by  c a p i t a l  and  t e c h n i c a l  knowledge 
f rom o u t s i d e  o f  Venezue l a .  We c a n  be  q u i t e  su.re,  i n  c o n t r a s t ,  
t h a t  t h e  f o u n t a i n h e a d  o r  m a i n s p r i n g  o f  t h e  r a p i d  p r o g r e s s  which  
Mexico  h a s  e n j o y e d  f o r  t h e  p a s t  s e v e r a l  y e a r s  d i d  n o t  c o n e  f rom 
sudden  a c c r e t i o n s  t o  h e r  u t i l i z a b l e  s u p p l y  o f  n a t u r a l  r e s o u r c e s .  
T h i s ,  o f  c o u r s e ,  i s  n o t  t o  deny t h a t  new l a n d  h a s  b e e n  b r o u g h t  
i n t o  c u l t i v a t i o n ,  t h a t  new o i l  and  g a s  f i e l d s  have  been  d i s c o v e r e d ,  
and  t h a t  i n c r e a s e d  q u a n t i t i e s  o f  f i s h  a r e  b e i n g  t a k e n  f rom c o a s t a l  
w a t e r .  The Mexican  r e s o u r c e  b a s e  h a s  b e e n  expanded  d u r i n g  t h e  
p a s t  decade  a n d  a h a l f .  T h i s  r e q u i r e d  c a p i t a l  and  t e c h n i c a l  
knowledge ,  m o s t  o f  which  was g e n e r a t e d  by t h e  Mexican  economy o u t  
o f  c u r r e n t  p r o d u c t i o n .  .The  o u t p u t  f r o m  t h e s e  new r e s o u r c e s  h a s  
n o t  b e e n  l a r g e  enough ,  i n  r e l a t i o n  t o  t h e  c a p i t a l  t h a t  was u s e d  
up i n  b r i n g i n g  them i n t o  p r o d u c t i v e  u s e ,  t o  l e a v e  a g r e a t  s u r p l u s  
f o r  e x p a n d i n g  o t h e r  p a r t s  o f  t h e  economy. I n d e e d ,  t h e  t o t a l  o u t p u t  
f r o m  s u c h  ttnewlf n a t u r a l  r e s o u r c e s  has b e e n  q u i t e  small i n  r e l a t i e o n  
t o  t o t a l  p r o d u c t i o n .  To p u t  t h e  m a t t e r  q u i t e  s i r . p l y :  mos t ,  i f  n o t  
q u i t e  a l l ,  of t lLe  2 -1 /2 - fo ld  i n c r e a s e  i n  c u t p u t  of t h e  M e x i c a ~  economy, 
wh ich  o c c u r r e d  be tween  1 9 3 9  and  1953 ,  came f rom t h e  n a t u r a l - r e s o u r c e  
b a s e  t h a t  was known a n d  b e i n g  u t i l i z e d ,  i n  one  form o r  a n o t h e r ,  a t  
t h e  b e g i n n i n g  o f  t h e  p e r i o d .  

The i n c r e a s e d  o u t p u t ,  t h e r e f o r e ,  m u s t  h a v e  a r i s e n  e i t h e r  
(1) f rom a n  i n c r e a s e  i n  t h e  t o t a l  amount o f  l a n d ,  l a b o r ,  and c a p i t a l  
b e i n g  u t i l i z e d  by t h e  economy -- t h g t  i s ,  by a n  i n c r e a s e  i n  t o t a l  
i n p u t s ;  o r  ( 2 )  f rom a g i v e n  amount o f  t h e s e  i n p u t s  b e i n g  a b l e  t o  
t u r n  o u t  a n  i n c r e a s e d  o u t p u t .  The l a t t e r  r e s u l t  i n d i c a t e s  a n  
improvement  i n  p r o d u c t i v e  e f f i c i e n c y ,  a n d  c o u l d  a r i s e  f rom two 
main  s o u r c e s .  F i r s t ,  t h e  manage r s  o f  b u s i n e s s  f i r m s ,  f a rms ,  and  
o t h e r  t y p e s  o f  o r g a n i z a t i o n s ,  b o t h  p u b l i c  and  p r i v a t e ,  c o u l d  change  
t h e  p r o p o r t i o n s  o f  l a n d ,  l a b o r ,  a n d  c a p i t a l  which  t h e y  u s e  i n  t h e i r  
p a r t i c u l a r  o p e r a t i o n s ,  and t h r o u g h  s u c h  c h a n g e s  o b t a i n  a g r e a t e r  
o u t p u t  f r o m  t h e  same t o t a l  amount o f  i n p u t s .  A s i m p l e  i l l u s t r a t i o n  _. o f  t h i s  way of increasing e f f i c i e n c y  i s  t h e  s u b s t i t u t i o r  o f  machin-  
ery f o r  l a b o r  w i t h  t h e  r e s u l t  t h a t  o u t p u t  i s  i n c r e a s e d  w h i l e  t h e  
t o t a l  i n p u t  of b o t h  l a b o r  and  c a p i t a l  r e m a i n s  t h e  same o r  i s  
K a s e d .  Second ,  t h e  q u a l i t y  o f  t h e  i n p u t  f a c t o r s  -- l a n d ,  l a b o r ,  
and  c a p i t a l  -- c a n  be improved  s o  t h a t  a g i v e n  u n i t  of e i t h e r  of 
them w i l l  t u r n  o u t  a n  i n c r e a s e d  o u t p u t .  T h i s  t y p e  of i n c r e a s e d  
e f f i c i e n c y  i s  i l l u s t r a t e d  b y  h y b r i d  s e e d  c o r n .  E s s e n t i a l l y  t h e  
same q u a n t i t i e s  o f  h y b r i d  and  o p e n - p o l l i n a t e d  s e e d  a r e  u s e d  t o  
p l a n t  a n  a c r e  of l a n d ,  b u t  t h e  p l a n t i n g  of a good, w e l l - a d a p t e d  
h y b r i d  w i l l  o f t e n t i m e s  i n c r e a s e  y i e l d s  p e r  a c r e  by  as much as 
10  t o  20 p e r  c e n t  o v e r  t h a t  o f  o p e n - p o l l i n a t e d  v a r i e t i e s .  The 



same k i n d  o f  r e s u l t  i s  o b t a i n e d  by improving  t h e  h e a l t h  o r  t h e  
s k i l l  o f  w o r k e r s  s o  t h a t  each  manhour o f  l a b o r  i s  more p r o d u c t i v e  
t h a n  f o r m e r l y .  

I n c r e a s e d  e f f i c i e n c y  o f  t h e  f i r s t  t y p e  ( t h a t  which p e r -  
t a i n s  t o . i m p r o v e m e n t s  i n  t h e  manner i n  which t h e  f a c t o r s  o f  produc-  
t i o n  a r e  combined)  i s  l i k e l y  t o  r e s u l t  m a i n l y  from improved 
knowledge i n  management and  a d m i n i s t r a t i o n  on t h e  p a r t  of  t h e  
p e o p l e  who d i r e c t  b o t h  p r i v a t e  and p u b l i c  o r g a n i z a t i o n s .  An 
i n c r e a s e  i n  e f f i c i e n c y  o f  t h e  second  t y p e  ( t h a t  which a r i s e s  from 
improvements  i n  t h e  q u a l i t y  o f  t h e  f a c t o r s  o f  p r o d u c t i o n )  may 
r e s u l t  f rom new s c i e n t i f i c  knowledge such  a s  t h a t  g a i n e d  from 
r e s e a r c h  work t o  d e v e l o p  h y b r i d  s e e d  c o r n ,  an  e l e c t r o n i c  c a l c u -  
l a t i n g  machine, o r  a new d rug ,  o r  i t  may come from such  mundane 
a c t i v i t i e s  as p o p u l a r  e d u c a t i o n  and  programs o f  p u b l i c  h e a l t h  
which  improve t h e  s k i l l s  and  s t r e n g t h  o f  t h e  l a b o r i n g  peop le .  I t  
c a n  a l s o  a r i s e  from p u r e l y  s o c i a l  and  p o l i t i c a l  changes  which 
i n c r e a s e  t h e  i n c e n t i v e s  o f  l a r g e  g r o u p s  i n  t h e  p o p u l a t i o n ,  

I n  t h e  c a s e  o f  Mexico, t h e  i n c r e a s e d  o u t p u t  of t h e  
economy h a s  a r i s e n  b o t h  from i n c r e a s e d  i n p u t s  o f  l a n d ,  l a b o r ,  and  
c a p i t a l ,  and from i n c r e a s e d  e f f i c i e n c y  i n  t h e  u t i l i z a t i o n  o f  t h e s e  
f a c t o r s  o f  p r o d u c t i o n .  I n  o t h e r  words,  t o t a l  i n p u t s  have i n c r e a s e d  
and t h e  o u t p u t  p e r  u n i t  o f  i n p u t ,  o r  e f f i c i e n c y ,  h a s  a l s o  i n c r e a s e d .  
Moreover ,  t h e  i n c r e a s e s  i n  e f f i c i e n c y  have, no doubt ,  been  of  t h e  
two t y p e s  j u s t  d e s c r i b e d ,  It would be d e s i r a b l e ,  i f  i t  were p o s s i b l e ,  
t o  s e p a r a t e  t h e  impac t  of t h e  two s e t s  o f  f o r c e s .  Was most  o f  t h e  
g a i n  s i m p l y  due t o  an i n c r e a s e  i n  t h e  number o f  worke r s ,  t o  b r i n g -  
i n g  more l a n d  i n t o  c u l t i v a t i o n ,  and t o  t h e  a c c u m u l a t i o n  o f  more and 
more c a p i t a l ,  o r  d i d  i t  a r i s e  f rom a g i v e n  q u a n t i t y  of  l a n d ,  l a b o r ,  
and  c a p i t a l  t u r n i n g  o u t  an  i n c r e a s e d  p r o d u c t ?  The d i f f e r e n c e  i s  
s i g n i f i c a n t ,  because  t h e  answer would n o t  o n l y  f o c u s  a t t e n t i o n  
a l o n g  d i f f e r e n t  l i n e s  o f  i n q u i r y  i n  any a t t e m p t  t o  make a t h o r o u g h l y  
comprehens ive  a n a l y s i s  of  Mexico ' s  p r o g r e s s ,  b u t  i t  c o u l d  a l s o  
th row l i g h t  on t h e  c o u r s e s  o f  a c t i o n  t h a t  s h o u l d  be f o l l o w e d  i n  
t h e  f u t u r e  b o t h  by Mexico and o t h e r  underdeve loped  c o u n t r i e s .  If, 
f o r  i n s t a n c e ,  t h e  growth i n  t h e  economy h a s  b e e n  due p r i m a r i l y  t o  . 
b r i n g i n g  more l a n d  i n t o  c u l t i v a t i o n ,  ( t o  a l a r g e r  l a b o r  f o r c e ,  and 
t o  i n c r e a s e d  s u p p l i e s  o f  c a p i t a l ,  t h e  m a j o r  q u e s t i o n  of i n q u i r y  
would be: where d i d  $ h e s e  i n c r e a s e d  s u p p l i e s  o f  l a n d ,  l a b o r ,  and 
c a p i t a l  come from? The po l i cymaker  would be  m a i n l y  i n t e r e s t e d  i n :  
how t h e y  c a n  be i n c r e a s e d  i n  t h e  f u t u r e ?  On t h e  o t h e r  hand, if 
i n c r e a s e d  e f f i c i e n c y  i n  t h e  u t i l i z a t i o n  o f  t h e  a v a i l a b l e  f a c t o r s  
o f  p r o d u c t i o n  h a s  been  o f  major  s i g n i f i c a n c e  i n  e x p l a i n i n g  t h e  
i n c r e a s e d  o u t p u t  o f  t h e  economy, we need t o  s t u d y  t h e  f o r c e s  and 
i n f l u e n c e  t h a t  have t e n d e d  t o  improve t h e  q u a l i t y  o f  human b e i n g s  
a s  a g e n t s  o f  p r o d u c t i o n  and t o  l e a r n  how new t e c h n i q u e s  have 
improved t h e  s t a t e  o f  t h e  p r o d u c t i v e  a r t s .  The po l i cymaker  would 
be i n t e r e s t e d  i n  l i n e s  of  a c t i o n  t h a t  improve t h e  q u a l i t y ,  n o t  t h e  
q u a n t i t y ,  o f  t h e  l a b o r  f o r c e ,  and  i n  ways and means o f  e n c o u r a g i n g  
t h e  growth o f  improved t e c h n o l o g i e s .  

Theore t ica l ly ,  it should be poss ib le  t o  sepa ra t e  the  e f f e c t  of 



i nc r ea sed  i n p u t s  of land,  l a b o r ,  and c a p i t a l  f rom i n c r e a s e d  e f f i c i e n c y  i n  
t h e  u s e  of  t h e s e  f a c t o r s ,  and  t h u s  a r r i v e  a t  a  judgment  as t o  wh ich  
h a s  b e e n  mos t  i m p o r t a n t  i n  e x p l a i n i n g  t h e  g r o w t h  of t o t a l  o u t p u t ,  
The p r o b l e m  i s  e s s e n t i a l l y  t h a t  of  f i n d i n g  t h e  amoumts o f  t h e  
f a c t o r s  of  p r o d u c t i o n  -- l a n d ,  l a b o r ,  and  c a p i t a l  -- t h a t  have  
b e e n  u t i l i z e d  b y  t h e  economy, o v e r  a  p e r i o d  o f  y e a r s ,  s o  t h a t  
t h e y  c a n  be combined  i n t o  one i n d e x  of t o t a l  i n p u t s .  If we c o u l d  
c o n s t r u c t  s u c h  a " t o t a l  i n p u t  i n d e x , "  we c o u l d  t h e n  compare  i t s  
r a t e  o f  c h a n g e  o v e r  t h e  p a s t  s e v e r a l  y e a r s  w i t h  t h e  r a t e  o f  c h a n g e  
i n  t o t a l  o u t p u t .  I f  t h e  l a t t e r  i n c r e a s e d  more r a p i d l y  t h a n  t h e  
f o r m e r ,  t h e  d i f f e r e n c e  would b e  a measu re  of t h e  i n c r e a s e  i n  e f f i -  
c i e n c y ,  A f t e r  h a v i n g  s p e n t  c o n s i d e r a b l e  t i m e  on  t h e  p r o b l e m  of  
c o n s t r u c t i n g  a n  i n d e x  of  t o t a l  i n p u t s ,  I have  c o n c l u d e d  t h a t  t h e  
t a s k ,  t h o u g h  n o t  i m p o s s i b l e ,  c a n n o t  b e  done i n  a n  a c c e p t a b l e  fo rm 
w i t h  t h e  d a t a  now a v a i l a b l e ,  and  t h a t  e v e n  t o  do i t  i n  a p o o r  
manner w i l l  t a k e  more t i m e  and  r e s o u r c e s  t h a n  I c a n  p o s s i b l y  d e v o t e  
t o  it. The m a j o r  s t u m b l i n g  b l o c k  i s  t h e  l a c k  o f  a n  a c c u r a t e  a n n u a l  
measu re  o f  t h e  amount o f  c a p i t a l  u s e d  up by t h e  economy i n  p r o c e s s e s  
of p r o d u c t i o n .  I hope  t o  i n t e r e s t  some of t h e  Mexican  e c o n o m i s t s  
i n  t h i s  g e n e r a l  p rob l em.  I t  i s  p o s s i b l e ,  t h e r e f o r e ,  t h a t  a t  a 
l a t e r  d a t e  a r e l i a b l e  answer  may be  a v a i l a b l e ,  I n  t h e  meant ime,  
we c a n  g e t  some shadowy g l i m p s e s  of w h a t  t h e  answer  may b e  when, 
and  i f ,  t h e  p r o p e r  r e s e a r c h  i s  c o m p l e t e d .  

F o r  i n s t a n c e  we have  t h e  work of C l a r e n c e  A. Moore, 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  s e c t o r  o f  t h e  economy, which  t h r o w s  
some l i g h t  on t h e  p r o b l e ~ . 8  The c e n t r a l  q u e s t i o n  o f  M o o r e ' s  s t u d y  
was: nHow much o f  t h e  i n c r e a s e  i n  a g r i c u l t u r a l  p r o d u c t i o n  i n  Mexico 
i s  t o  b e e x i K d - 6 -  t h e  u s e  o r a d d i t i o n a l  r e s o u r c e s ,  a n d x o a  -- .+ "Y- -- - - 
of  i t  has come rom xmprovements i n  t h e  s t a t e  of --- -- ----- 

the -- a r t s ? "  T h ~ s  IS p r e c i s e l y  t h e  q u e s t i o n  which n e e d n o  e  answered  
f o r t h e  economy as a whole ,  b u t  Moore ' s  s t u d y  p e r t a i n s  o n l y  t o  
a g r i c u l t u r e .  He f o u n d  t h a t  t h e  a n n u a l  a - ~ e r a g e - p r d u c t i o n  o f  c r o p s  
i n  Mexico was a b o u t  6 0 - p e r - c e n t  g r e a t e r  i n  t h e  p e r i o d  1945 t o  1949 
t h a n  i t  was 2 0  y e a r s  e a r l i e r ,  t h a t  i s ,  d u r i n g  t h e  1 9 2 5  t o  1 9 2 9  
p e r i o d .  I n  c o n t r a s t  t o  t h i s  6 0 - p e r - c e n t  i n c r e a s e  i n  t h e  o u t p u t  o f  
c r o p s ,  t h e  amount o f  c r o p l a n d  h a r v e s t e d  r o s e  o n l y  a b o u t  2 3  p e r  
c e n t  a n d  t h e  amount o f  l a b o r  u t i l i z e d  i n  a g r i c u l t u r e  i n c r e a s e d  by 
o n l y  a b o u t  1 6  p e r  c e n t .  I n  o t h e r  words ,  o u t p u t  r o s e  much more 
r a p i d l y  t h a n  d i d  t h e  i n p u t s  o f  e i t h e r  l a n d  o r  l a b o r .  On t h e  o t h e r  
hand,  t h e  amounts  o f  c a p i t a l  equ ipmen t  and  s u p p l i e s  u s e d  i n  a g r i -  
c u l t u r a l  p r o d u c t i o n  i n c r e a s e d  more t h a n  300 p e r  c e n t .  Moore 
cbmbined t h e  i n p u t s  of  l a n d ,  l a b o r ,  and  c a p i t a l  i n t o  one  " t o t a l  
i n p u t "  i n d e x ,  and  compared i t s  r a t e  of  change  w i t h  t h e  6 0 - p e r - c e n t  
i n c r e a s e  i n  o u t p u t .  He r e a c h e d  t h e  c o n c l u s i o n  t h a t  " t h e  g r e a t e r  
q u a n t i t y  o f  [ t o t a l ]  i n p u t s  i n  1945-49 a c c o u n t s  f o r  2 6  p e r  c e n t  of  
t h e  6 0 - p e r - c e n t  g r e a t e r  a g r i c u l t u r a l  o u t p u t .  The r e m a i n i n g  34-per -  
c e n t  i n c r e a s e  i n  o u t p u t  i s  a t t r i b u t e d  t o  b e t t e r  t e c h n i q u e s  t h a t  
improved  t h e  p r o d u c t i v e n e s s  of t h e  r e s o u r c e s  i n  t h e  a g g r e g a t e e n  

A l t h o u g h  Moore1 s f i n d i n g s  a r e  r a t h e r  h e a v i l y  d e p e n d e n t  
on some " h e r o i c H  a s s u m p t i o n s  w i t h  r e s p e c t  t o  t h e  amount o f  c a p i t a l  
u t i l i z e d  i n  a g r i c u l t u r a l  p r o d u c t i o n  d u r i n g  t h e  2 5 - y e a r  p e r i o d  which  
he  s t u d i e d ,  t h e y  a r e  n o t  u n r e a s o n a b l e .  The re  c a n  b e  l i t t l e  d o u b t  



t h a t  e f f i c i e n c y  i n  a g r i c u l t u r e  h a s  i n c r e a s e d ,  There  needs  t o  be  
much more r e s e a r c h ,  w i t h  b e t t e r  d a t a  t h a n  a r e  now a v a i l a b l e ,  b e f o r e  
we c o n c l u d e  t o o  f i r m l y  t h a t  improved e f f i c i e n c y  a c c o u n t e d  f o r  3b p e r  
c e n t  of  t h e  i n c r e a s e d  a g r i c u l t u r a l  o u t p u t  i n  Mexico between t h e  
1 9 2 0 ' s  and  t h e  1 9 b 0 ' s ,  b u t  u n t i l  such  r e s e a r c h  r e s u l t s  a r e  a v a i l a b l e  
we c a n  s a f e l y  c o n c l u d e  from Moore's c a l c u l a t i o n s  t h a t  i n c r e a s e d  
o u t p u t  i s  n o t  s o l e l y  a  m a t t e r  o f  i n c r e a s i n g  t h e  l a n d ,  l a b o r ,  and 
c a p i t a l  u t i l i z e d  i n  a g r i c u l t u r e .  B e t t e r  knowledge on t h e  p a r t  o f  
f a r m e r s  i n  t h e  methods o f  u t i l i z i n g  t h e s e  i n p u t s ,  and  s t e p s  f o r  
improving  t h e i r  q u a l i t y  b o t h  t h r o u g h  t h e  e d u c a t i o n  o f  a g r i c u l -  
t u r a l  p e o p l e  and by r e s e a r c h  t o  deve lop  b e t t e r  machinery ,  f e r t i l i z -  
e r s ,  i n s e c t i c i d e s ,  and  similar t y p e s  o f  c a p i t a l  u s e d  b y  f a r m e r s ,  
c a n  pay l a r g e  d i v i d e n d s  i n  i n c r e a s e d  o u t p u t ,  Apparen t ly ,  t h e y  
have  p a i d  such d i v i d e n d s  i n  Mexico. 

If we t a r n  o u r  a t t e n t i o n  t o  t h e  t o t a l  Mexican economy -- 
n o t  t o  j u s t  t h e  a g r i c u l t u r a l  s e c t o r  as i n  t h e  p r e c e d i n g  p a r a g r a p h s  -- 
we a l s o  have  some i n f o r m a t i o n  which t h r o w s  a t  l e a s t  a f a l n t  l i g h t  
on t h e  r e l a t i v e  e f f e c t s  o f  i n c r e a s e d  t o t a l  i n p u t s  v e r s u s  i n c r e a s e d  
e f f i c i e n c y  i n  a c c o u n t i n g  f o r  t h e  r a p i d  growth  of  o n t p u t .  According  
t o  e s t i m a t e s  o f  t h e  Economic Commission f o r  L a t i n  America, a  U n i t e d  
N a t i o n s  agency,  t h e  o u t p u t  p e r  worker  f o r  t h e  Mexican economy as a  
whole i n c r e a s e d  a l m o s t  12-1/2 p e r  c e n t  between 1 9 4 5  and 1952 
( ~ a b l e S ) . g  The number of  worke r s  i n c r e a s e d ,  b u t  t o t a l  o u t p u t  
i n c r e a s e d  more r a p i d l y .  Da ta  from The ~ c o n o m i c  ~ e v e l o ~ m e n t  of 
Mexico i n d i c a t e  t h a t  a g r i c u l t u r a l  o u t p u t  p e r  h e c t a r e  of h a r v e s t e d  
l a n d a y  have  i n c r e a s e d  30 t o  35 p e r  c e n t  d u r i n g  t h e  19b%'s.  S i n c e  
l a n d  i s  a r e l a t i v e l y  minor  i n p u t  i n '  n o n a g r i c u l t u r a l  a c t i v i t i e s ,  we 
c a n  s a f e l y  c o n c l u d e  t h a t  t o t a l  o u t p u t  i n c r e a s e d  c o n s i d e r a b l y  more 
r a p i d l y  t h a n  d i d  t h e  combined i n p u t s  o f  l a n d  and l a b o r .  Unfo r tu -  
n a t e l y  we don'  t know t h e  annua l  i n p u t s  of  c a p i t a l .  We do have ,  
however, as shown i n  Tab le  5, e s t i m a t e s  o f  t h e  c a p i t a l  s t o c k  
a v a i l a b l e  f o r  use  i n  t h e  Mexican economy. These e s t i m a t e s  a r e  
n o t  c o n s i d e r e d  h i g h l y  r e l i a b l e ,  and  t h e y  do n o t  t a k e  accoun t  of 
changes  i n  i n v e n t o r i e s .  However, i t  may be o f  some s i g n i f i c a n c e  
t h a t  t h e  t o t a l  amount o f  c a p i t a l  p e r  u n i t  o f  o u t p u t ,  a s  shown by 
t h e  o u t p u t - c a p i t a l  r a t i o ,  d i d  n o t  change much d u r i n g  t h e  p e r i o d  
f rom 1945 t o  1952 ( T a b l e  5 ) .  I n  o t h e r  words,  t h e  t o t a l  amount 
o f  c a p i t a l  i n c r e a s e d  a t  a b o u t  t h e  same r a t e  a s  t h e  t o t a l  o u t p u t  
of  goods and s e r v i c e s .  

I f  o u t p u t  i n c r e a s e d  more r a p i d l y  t h a n  t h e  i n p u t s  of l a n d  
and l a b o r ,  we a r e  s a f e  i n  s a y i n g  t h a t  t h e  g a i n  i n  o u t p u t  was due 
t o  i n c r e a s e s  i n  e f f i c i e n c y  o r  t o  g r e a t e r  i n p u t s  o f  c a p i t a l .  S i n c e  
t h e  s t o c k  of  c a p i t a l  d o e s  n o t  a p p e a r  t o  have  changed g r e a t l y  i n  
r e c e n t  y e a r s  i n  r e l a t i o n  t o  o u t p u t ,  t h e r e  i s ' a  s t r o n g  p resumpt ion  
t h a t  a s u b s t a n t i a l  p a r t  of t h e  i n c r e a s e s  i n  t o t a l  o u t p u t  a r o s e  
f rom g r e a t e r  n a t i o n a l  e f f i c i e n c y  i n  p r o d u c t i o n .  S u r e l y  i n c r e a s e d  
c a p i t a l  and g r e a t e r  e f f i c i e n c y  a r e  t h e  two i m p o r t a n t  f a c t o r s  f o r  
f u r t h e r  s t u d y .  Moreover, t h e s e  two t h i n g s  a r e  c l o s e l y  r e l a t e d .  
I n c r e a s e d  e f f i c i e n c y  a r i s e s  i n  p a r t  f rom b e t t e r  e n t r e p r e n e u r i a l  
knowledge i n  t h e  t e c h n i c a l  a s p e c t s  of p r o d u c t i o n ,  i n  t h e  manage- 
ment o f  i n d i v i d u a l  e n t e r p r i s e s , ' a n d  i n  t h e  p r i v a t e  a d m i n i s t r a t i o n  
of r e s o u r c e s ,  I t  a l s o  a r i s e s ,  i n  p a r t ,  from g r e a t e r  knowledge, 



TABLE 5 

T o t a l  Output  i n  R e l a t i o n  t o  Amount of  C a p i t a l  and Number of 
A c t i v e  Workers i n  t h e  ~ e x i c a n -  Economy* 

Year 
Output-  
C a p i t a l  
r a t i o #  

( 3 )  

- -- 

Output  
Pe r  

Worker## 
( 4  

From Tab le  55 of Economic Survey of  L a t i n  America 
1951-52 Economic Commission of L a t i n  America, 
h a t i o n s .  

* I n  t h o u s a n d s  o f  m i l l i o n  pesos .  

***In t housands  o f  m i l l i o n  pesos .  

# Column ( 1 )  d i v i d e d  by column ( 2 ) .  

## Column ( 1 )  d i v i d e d  by e s t i m a t e s  o f  t h e  economica l ly  
a c t i v e  p o p u l a t i o n .  Expressed  i n  pesos .  



improved p h y s i c a l  s t r e n g t h ,  and i n c r e a s e d  i n c e n t i v e s  among workers .  
No small p a r t  o f  i t  may a l s o  be due t o  improvements  i n  p u b l i c  
a d m i n i s t r a t i o n ,  which r e s u l t  i n  such  t h i n g s  as b e t t e r  sys t ems  of 
t r a n s p o r t a t i o n  and communication, and p o l i t i c a l  and s o c i a l  changes  
which g i v e  worke r s  g r e a t e r  i n c e n t i v e s .  Moreover, i t  mast n o t  be 
o v e r l o o k e d  t h a t  e d u c a t i o n a l  and r e s e a r c h  i n s t i t u t i o n s  which l i e  
back  o f  t h e  improvements  i n  t h e  knowledge o f  e n t r e p r e n e u r s  and 
w o r k e r s  c a n  p l a y  an  i m p o r t a n t  p a r t  i n  i n c r e a s i n g  n a t i o n a l  e f f i -  
c i e n c y ,  

To s t r e n g t h e n  most  o f  t h e s e  f o r c e s  t e n d i n g  toward  g r e a t e r  
e f f i c i e n c y  r e q u i r e s  t h e  i n v e s t m e n t  o f  new c a p i t a l ,  n o t  o n l y  i n  t h e  
p l a n t  and equipment  o f  i n d i v i d u a l  b u s i n e s s  firms and farms, b u t  
a l s o  i n  s c h o o l s ,  r o a d s ,  h e a l t h  s e r v i c e s ,  and ways of i n c r e a s i n g  
communicat ion,  Even such  r e l a t i v e l y  s i m p l e  and c l e a r - c u t  t e c h -  
n o l o g i c a l  advances  as a f a r m e r  p l a n t i n g  improved v a r i e t i e s  of s e e d s  
and u s i n g  chemiea l  f e r t i l i z e r s  and  i n s e c t i c i d e s  i n v o l v e  some 
e x p e n d i t u r e  o f  c a p i t a l ,  The use  o f  a  f ew ponds of  t h e  p r o p e r  
c h e m i c a l s  t o  k i l l  i n s e c t  p e s t s ,  f o r  i n s t a n c e ,  c a n  sometimes b r i n g  
a b o u t  a v e r y  g r e a t  i n c r e a s e  i n  c r o p  y i e l d s ,  t h e  v a l u e  o f  which 
w i l l  be many t i m e s  t h e  c o s t  o f  t h e  c h e m i c a l s ,  N e v e r t h e l e s s ,  if 
t h e  f a r m e r  d o e s n ' t  have  t h e  working c a p i t a l  w i t h  which t o  buy 
t h e  c h e m i c a l s ,  he  c a n ' t  t a k e  advan tage  of  t h e  p r o d u c t i v e  power 
t h a t  i s  i n d i r e c t l y  b u i l t  i n t o  them. Many t e c h n o l o g i c a l  improve- 
ments  i n  i n d u s t r y  and  t r a n s p o r t a t i o n  r e q u i r e  heavy new i n v e s t m e n t s  
i n  equipment ,  which sometimes make e x i s t i n g  s u p p l i e s  of c a p i t a l  
o b s o l e t e  and  o f  l i t t l e  v a l u e .  Thus, t h e  r a t e  a t  which new c a p i t a l  
becomes a v a i l a b l e  c a n  have a n  i m p o r t a n t  i n f l u e n c e  n o t  o n l y  on t h e  
t o t a l  c a p i t a l  s t o c k  b u t  a l s o  on t h e  r a t e  a t  which new knowledge 
i s  p u t  t o  work. Al though n o t  much more c a n  be s a i d  a t  t h e  p r e s e n t  
t i m e  a b o u t  t h e  e x t e n t  t o  which i n c r e a s e d  n a t i o n a l  e f f i c i e n c y  h a s  
c o n t r i b u t e d  t o  Mexico ' s  economic p r o g r e s s ,  t h e  manner i n  which new 
c a p i t a l  h a s  been formed i n  Mexico and t h e  u s e s  t o  which i t  h a s  
been  p u t  c a n  be s t u d i e d  and a r e  wor thy  o f  a t t e n t i o n .  

Two p o i n t s  a b o u t  c a p i t a l  f o r m a t i o n  i n  Mexico a r e  i m p o r t a n t :  
f i rs t ,  t h e  p r o p o r t i o n  o f  t h e  t o t a l  ou$put  o f  t h e  Mexican economy 
which i s  baved and i n v e s t e d  i n  c a p i t a l  goods i s  h i g h ,  r e l a t i v e  t o  
t h e  a v e r a g e  l e v e l  o f  income i n  t h e  c o u n t r y ;  second,  t h e  government 
h a s  e x e r c i s e d  a s t r o n g  i n f l u e n c e  on c a p i t a l  f o r m a t i o n ,  n o t  o n l y  a s  
a  d i r e c t  i n v e s t o r  o f  c a p i t a l  b u t  a l s o  i n  p romulga t ing  f i s c a l  and 
monetary  p o l i c i e s  which have had  an  i m p o r t a n t  b e a r i n g  on t h e  amount 
of funds  a v a i l a b l e  f o r  p r i v a t e  i n v e s t m e n t ,  

The Combined Mdxican Working P a r t y  e s t i m a t e d ,  f o r  i n s t a n c e ,  
t h a t  g r o s s  i n v e s t m e n t  r o s e  from 9.7 p e r  c e n t  o f  t h e  g r o s s  n a t i o n a l  
p r o d u c t  i n  1939 t o  14.4 p e r  c e n t  t e n  y e a r s  l a t e r b 1 0  It t h e n  
d e c l i n e d  s l i g h t l y  i n  1950, b u t  r o s e  a g a i n  t o  12.8 p e r  c e n t  i n  1952 
and t o  14.2 p e r  c.ent i n  1954.  When one c o n s i d e r s  t h a t  t h e  a v e r a g e  
p e r - c a p i t a  income i n  Mexico d u r i n g  t h e  l a s t  y e a r  o r  two h a s  been 
r o u g h l y  e q u a l  t o  a b o u t  ~ ~ $ 2 0 0 ,  t h i s  r e p r e s e n t s  a  h i g h  w i l l i n g n e s s  
t o  s a v e ,  Poor p e o p l e  u s u a l l y  spend most  of  t h e i r  money f o r  c u r r e n t  
consumpt ion ,  I n  t h e  Uni t ed  S t a t e s ,  where t h e  a v e r a g e  p e r - c a p i t a  
income i s  8 t o  1 0  t i m e s  as h i g h  a s  i n  Mexico, g r o s s  i n v e s t m e n t  i n  



r e c e n t  y e a r s  h a s  been  r u n n i n g  a t  o n l y  1 3  t o  14  p e r  c e n t  of  g r o s s  
n a t i o n a l  p r o d u c t ,  The r a t e  of i n v e s t m e n t  i n  Mexico i s  among t h e  
h i g h e s t  i n  L a t i n  America, though i t  n a y  be exceeded by a few 
c o u n t r i e s ,  such  as B r a z i l  and Colombia. 

I f  one compares t h e  e r - c a  i t a  r a t e s  o f  growth i n  g r o s s  
p r o d u c t ,  consumpt ion ,  and inves tmen  E--6f t h e  p i c t u r e  i s  e v e n  more 
d r a m a t i c  t h a n  t h a t  s u g g e s t e d  by t h e  p r e c e d i n g  f i g u r e s ,  For  i n s t a n c e ,  
d u r i n g  t h e  p e r i o d  from 1945  t o  1952,  t h e  a n n u a l  p e r - c a p i t a  r a t e  o f  
growth i n  t h e  g r o s s  p r o d u c t  of  t h e  Mexican economy was 2.4 p e r  
c e n t ,  The growth i n  p e r - c a p i t a  consumption d u r i n g  t h i s  p e r i o d  
a v e r a g e d  o n l y  1.6 p e r  c e n t  p e r  f e a r ,  whereas  p e r - c a p i t a  i n v e s t m e n t  
r o s e  by 8 ,1  p e r  c e n t  a n n u a l l y . l  C l e a r l y ,  t h e  Mexican p e o p l e  have 
n o t  been  " l i v i n g  upn t h e i r  i n c r e a s e d  p r o d u c t i o n .  They have saved  
a l a r g e  p r o p o r t i o n  of  i t ,  and plowed it back i n t o  p r o d u c t i o n  goods 
t h a t  expand t h e  c a p a c i t y  o f  t h e  economy t o  produce.  

What l i e s  back of t h i s  h i g h  r a t e  of  i n v e s t m e n t ?  I s  t h e  
a v e r a g e  Mexican w i l l i n g  t o  deny h i m s e l f  t h e  p l e a s u r e s  o f  c u r r e n t  
consumption,  i n  o r d e r  t o  p u t  away a " n e s t  eggn f o r  t h e  f u t u r e ,  t o  
a g r e a t e r  e x t e n t  t h a n  a r e  t h e  c i t i z e n s  o f  many o t h e r  c o u n t r i e s ?  
The answer a p p e a r s  ma in ly  i n  t h e  n e g a t i v e .  P r o d u c t i o n  i n c r e a s e d  
s o  r a p i d l y  d u r i n g  t h e  e a r l y  1940 ' s ,  and a g a i n  i n  t h e  p a s t  two 
y e a r s ,  t h a t  consumpt ion  p a t t e r n s  may have  l a g g e d ,  w i t h  t h e  r e s u l t  
t h a t  many p e o p l e  s a v e d  an  u n u s u a l l y  l a r g e  p r o p o r t i o n  o f  t h e i r  
incomes,  I n  g e n e r a l ,  however, t h e  h i g h  r a t e  o f  i n v e s t m e n t  a p p e a r s  
t o  be  m a i n l y  t h e  r e s u l t  o f  d e l i b e r a t e  government p o l i c y .  T h i s  
p o l i c y  h a s  h a d  two a s p e c t s :  f i r s t ,  t h e r e  h a s  been government  
a c t i o n ,  m a i n l y  i n  t h e  monetary  land f i s c a l  f i e l d s ,  aimed a t  i n c r e a s -  
i n g  p r i v a t e  s a v i n g s  and i n v e s t m e n t s ; s e c o n d ,  t h e  government i t s e l f  
h a s  been  an  i m p o r t a n t  i n v e s t o r .  

The p r i n c i p a l  method f o r  e n c o u r a g i n g  p r i v a t e  i n v e s t m e n t s  
h a s  been  a d e l i b e r a t e  p o l i c y  o f  i n f l a t i o n  which h a s  squeezed  t h e  
r e a l  incomes of  t h e  l o w e r  economic c l a s s e s  w h i l e  i t  r a i s e d  t h e  
income o f  t h e  r i c h  and r e l a t i v e l y  we l l - to -do  groups .  It i s  from 
t h e  l a t t e r  t h a t  t h e  bulk  o f  t h e  s a v i n g s  u s u a l l y  a r i s e s .  Thus, 
t h e  gov'ernment p o l i c y  o f  i n f l a t i o n  r a i s e d  t h e  incomes of  t h e  
p e o p l e  who o r d i n a r i l y  s a v e  a  s i g n i f i c a n t  p r o p o r t i o n  o f  t h e i r  
income -- namely, t h e  h i g h e r  i n c o a e  groups  -- much more r a p i d l y  
t h a n  i t  r a i s e d  t h e  incomes  o f  t h e  low i n c o n e  groups.  The r e s u l t  
was a r e l a t i v e l y  h i g h  r a t e  of s a v i n g s  and i n v e s t m e n t  f o r  t h e  t o t a l  
e'conomy. To p u t  t h e  m a t t e r  b l u n t l y :  t h e  poor  guy h a s  been t a k i n g  
it i n  t h e  neck because  t h e  p r i c e s  of t h e  t h i n g s  he buys have  been 
r i s i n g  more r a p i d l y  t h a n  h i s  income, w h i l e  t h e  r i c h  guy h a s  been 
making a l o t  of dough and s a v i n g  abou t  t h e  same p e r c e n t a g e  o f  i t  
as he d i d  b e f o r e  h i s  income r o s e ,  w i t h  t h e  r e s u l t  t h a t  a h i g h  
p e r c e n t a g e  o f  t o t a l  p r o d u c t i o n  h a s  been saved  and i n v e s t e d ,  

L e t ' s  a l l o w  t h e  Economic Commission f o r  L a t i n  America t o  
speak 09 t h i s  s u b j e c t ,  T h e i r  a n a l y s i s  of t h e  s i t u a t i o n  i s  good 
and t h e i r  l a n g u a g e  i s  more e l e g a n t  t h a n  mine:12 

"For  a n a l y t i c a l  pu rposes ,  i t  i s  c o n v e n i e n t  t o  c o n s i d e r  



two groups w i t h i n  t h e  geographic  income s e c t o r :  one 
comprising a l l  s a l a r y  and wa e  e a r n e r s  and smal l  e n t r e -  
p r eneu r s  ( i n c l u d i n g  fa rmers  k and ano ther  c o n s i s t i n g  of 
t hose  r e c e i v i n g  p r o f i t s ,  i n t e r e s t ,  and r e n t .  I n  t h e  
former gronp, t h e  low-income s e c t o r  of t h e  popu la t i on  
predominates,  whereas i n  t h e  second group incomes a r e  
r e l a t i v e l y  high.  It was b e l i e v e d  adv i sab l e  t o  use 1939 
a s  a  p o i n t  of d e p a r t u r e  i n  t h e  a n a l y s i s ,  s i n c e  t h e  
l onge r  i n t e r v a l  p rov ides  a  b e t t e r  p e r s p e c t i v e  f o r  making 
comparisons. 

"A remarkable t r e n d  i s  observed from t h e s e  da ta .  Whereas 
wages, s a l a r i e s ,  and incomes of  the smal l  e n t r e p r e n e u r s  
i n c r e a s e d  a t  an annual  r a t e  of 4.4 per  c e n t  between 1939 
and 1952, p r o f i t s ,  i n t e r e s t ,  and r e n t  r o s e  10.1  per  cen t .  
The p ropor t i on  of t h e  l a t t e r  t o  t h e  geographic income 
t h u s  r o s e  fr.om 34.5 p e r  c e n t  i n  1939 t o  51.2 pe r  c e n t  i n  
1952, whereas t h e  former dec l ined  from 65.5 p e r  c e n t  t o  
48.8 p e r  c e n t  over  t h e  same period.... 

"It would be w e l l  t o  enqu i r e  i n t o  t h e  r e p e r c u s s i o n s  of 
t h e s e  changes i n  t h e  d i s t r i b u t i o n  of t h e  geographic 
income on sav ings  and investment.  Unfor tuna te ly ,  no 
d a t a  a r e  a v a i l a b l e  t o  enab le  t h e  same grouping t o  be 
made as i n  t h e  c a s e  o f  t h e  g r o s s  product .  It was t h e r e -  
f o r e  necessary  t o  r e s o r t  t o  a method which seems appro- 
p r i a t e  t o  t h e  o b j e c t i v e  pursued, namely, of assuming 
t h a t  a l l  p r i v a t e  inves tment  was made by t h e  group 
r e c e i v i n g  p r o f i t s ,  i n t e r e s t ,  and r e n t .  bbviously ,  
a l though a l l  p r i v a t e  inves tments  were n o t  made by t h i s  
gronp, t h e  major p o r t i o n  must have been. Hence, i t  i s  
probably  being a s s igned  a s l i g h t l y  h ighe r  volume of 
s av ings  and lower l e v e l  o f  consumption t han  was a c t u a l l y  
t h e  case .  This, however, t ends  t o  s t r e n g t h e n  r a t h e r  
t han  i n v a l i d a t e  t h e  fo l lowing  conclusions. .  . . 
"During t h e  f i r s t  t h r e e  y e a r s  1939-41, some 1 9  pe r  c e n t  
of t h e  a v a i l a b l e  goods and s e r v i c e s  were d i r e c t e d  t o  
investment  by t h i s  group, and t h e  remainder t o  consump- 
t i o n .  During 1942-46, t h e  p r o p o r t i o n  f l u c t u a t e d  a t  
about  1s p e r  cen t ,  a n d  s i n c e  t h e n  has  tended t o  r i s e .  
During 1950 and 1951  t h e  e a r l i e r  l e v e l s  were regained.  
By 1952 t h e y  were f i n a l l y  surpassed,  wi th  22.6 pe r  c e n t  
of t h e  a v a i l a b l e  goods and s e r v i c e s  of t h i s  group 
d i r e c t e d  toward investment .  

"Although t h e  impe r f ec t i on  of t h e  d a t a  i s  f u l l y  recog- 
n ized,  t o g e t h e r  wi th  t h e  c r u d i t y  of  t h e  procedure,  it  
does seem t h a t  t h e  remarkable expansion of income i n  
t h i s  group should  have g e n e r a l l y  l e d  i t s  members t o  
i n c r e a s e  t h e i r  s av ing -cqe f f i c i en t .  This  u a s  not  t h e  
ca se .  On t h e  con t r a ry ,  f o r  a  cons ide rab l e  time they  
delayed t h e  re -es tab l i shment  of t h e  r e l a t i v e  sha re  of 
investment  i n  t h e  expendi tu re  of t h e i r  income. 



= N e v e r t h e l e s s ,  Mexico o b t a i n e d  a  s u b s t a n t i a l  i n c r e a s e  i n  
p r i v a t e  i n v e s t m e n t ,  and t h e r e b y  i n  o u t p u t ,  by t h i s  means. 
I n v e s t m e n t  r o s e  a t  an annua l  r a t e  o f  10.7 p e r  c e n t  
between 1939 and 1952. However, i n  a t t a i n i n g  t h i s  
r e s u l t ,  consumpt ion  by t h e  group r e c e i v i n g  p r o f i t s ,  
i n t e r e s t ,  and r e n t  i n c r e a s e d  a l m o s t  p r o p o r t i o n a t e l y ,  
t h a t  i s ,  a t  an  a n n u a l  r a t e  of 8.6 p e r  c e n t .  Over t h e  
same p e r i o d ,  t h e  volume o f  consumpt ion  of t h e  low-income 
group, assuming t h a t  i t  expanded i n  a  measure  w i t h  t h e i r  
income, r o s e  by 5 p e r  c e n t  a n n u a l l y  on t h e  average,. . .  

.Employees, l a b o r e r s ,  and sma l l  e n t r e p r e n e u r s  accoun ted  
f o r  69.7 p e r  c e n t  of  t o t a l  consumpt ion  i n  1939, and o n l y  
59.9 p e r  c e n t  i n  1952,"  

T h i s  p o l i c y  o f  s q u e e z i n g  t h e  poor  and e n r i c h i n g  t h e  r i c h  
i n  o r d e r  t o  encourage  s a v i n g s  and i n v e s t m e n t s  on t h e  p a r t  of t h e  
l a t t e r  d o e s n ' t  sound much l i k e  t h e  r e v o l u t i o n a r y  c r i e s  of  two and 
t h r e e  decades  ago, when The R e v o l u t i o n  was b r e a k i n g  up l a r g e  
h a c i e n d a s  and g i v i n g  t h e  l a n d  t o  t h e  peons and n a t i o n a l i z i n g  t h e  
o i l  i n d u s t r y .  A p p a r e n t l y  The R e v o l u t i o n ,  l i k e  t h e  o l d  g r a y  mare,  
a i n ' t  what s h e  u s e d  t o  be. Then t o o ,  it may be  t h a t  i f  t h e  
h i s t o r i a n s  of The R e v o l u t i o n  a n a l y z e  t h e  problem o f  income d i s -  
t r i b u t i o n  as c a r e f u l l y  a s  t h e y  have t h e  d i s t r i b u t i o n ,  o r  r e d i s -  
t r i b u t i o n ,  o f  s o c i a l  and p o l i t i c a l  r i g h t s ,  we may f i n d  t h a t  The 
R e v o l u t i o n  was n e v e r  q u i t e  what  i t  a p p e a r e d  t o  be. 

Be t h a t  a s  i t  may, t h e  e v i d e n c e  c e r t a i n l y  i n d i c a t e s  t h a t  
t h e  monetary  and  f i s c a l  p o l i c i e s  o f  t h e  p a s t  decade  and  a h a l f  
have f a v o r e d  t h e  upper-income groups ,  and  t h a t  a s  a  r e s u l t  of t h i s  
Mexico h a s  o b t a i n e d  a s u b s t a n t i a l  i n c r e a s e  i n  p r i v a t e  inves tmen t .  
But it h a s  n o t  o n l y  been  by t h i s  i n d i r e c t  method t h a t  government 
h a s  encouraged  i n v e s t m e n t .  Through a s e r i e s  o f  i m p o r t a n t  autonomous 
a g e n c i e s ,  as w e l l  as th rough  s e v e r a l  of  t h e  l o n g - e s t a b l i s h e d  d e p a r t -  
ments ,  t h e  F e d e r a l  government of Mexico h a s  a l s o  been an  i m p o r t a n t  
i n v e s t o r  of funds .  During t h e  f i r s t  h a l f  of  t h e  194O1s  government 
i n v e s t m e n t  r a n g e d  from 10 t o  b8 p e r  c e n t  of t o t a l  i n v e s t m e n t .  It  
dropped i n  r e l a t i v e  impor tance  from 1946  t o  1949, b u t  r o s e  a g a i n  
and h a s  been a c c o u n t i n g  f o r  40 t o  44 p e r  c e n t  of t h e  t o t a l  d u r i n g  
t h e  p a s t  t h r e e  t o  f o u r  y e a r s .  T h i s  a g a i n  i s  a p o i n t  on which t h e  
a n a l y s i s  of t h e  Economic Commission f o r  L a t i n  America, f o r  t h e  
p e r i o d  1939-52, c a n  us11 be quoted:13 

WState e x p e n d i t u r e  i n c r e a s e d  i n  r e l a t i o n  t o  t h e  g r o s s  
p r o d u c t ,  r i s i n g  from 12.4 p e r  c e n t  t h e r e o f  i n  1939 t o  
14.3 p e r  c e n t  i n  1952. However., w i t h i n  t h a t  e x p e n d i t u r e ,  
t h e  amount s e t  a s i d e  f o r  i n v e s t m e n t s  developed much more 
r a p i d l y  t h a n  c u r r e n t  e x p e n d i t u r e s .  Whereas t h e  former 
a c c o u n t e d  f o r  26.9 p e r  c e n t  of t o t a l  e x p e n d i t u r e  i n  1939,  
by  1952 i t  ave raged  54.5 p e r  c e n t .  C u r r e n t  a c c o u n t  
e x p e n d i t u r e s  c o n v e r s e l y  d e c r e a s e d  from 73.1 p e r  c e n t  t o  
45.5 p e r  c e n t ,  r e s p e c t i v e l y ,  d u r i n g  t h e  y e a r s  s p e c i f i e d ,  
T h i s  i n d i c a t e s  t h a t  t h e  Mexican Government improved t h e  
c o e f f i c i e n t  f o r  s a v i n g s  remarkably .  I n  f a c t ,  Mexico i s  



one of t h e  c o u n t r i e s  i n  which t h e  S t a t e  h a s  shown a 
s t r o n g  i n v e s t m e n t  c a p a c i t y ,  a s  may be s e e n  above. 

"It migh t  be c o n s i d e r e d  t h a t  t h e  government r e a c h e d  
t h i s  p o s i t i o n  by r e q u i s i t i o n i n g  a s u b s t a n t i a l  p r o p o r t i o n  
o f  t h e  g e o g r a p h i c  income of  t h e  group r e c e i v i n g  p r o f i t s ,  
i n t e r e s t ,  and r e n t .  That  w a s  n o t  t h e  c a s e .  The s h a r e  
of n e t  income, a c c r u i n g  t o  t h e  S t a t e  from t h e  group 
r e c e i v i n g  p r o f i t s ,  i n t e r e s t ,  and r e n t ,  was c o m p a r a t i v e l y  
low and f l u c t u a t e d  wide ly .  From 11.7 p e r  c e n t  i n  1939, 
d i r e c t  t a x e s  f e l l  t o  8.4 p e r  c e n t  i n  1942; t h e y  r o s e  
a g a i n  t o  12.5 p e r  c e n t  i n  1 9 4 3  ( a s  a r e s u l t  of t h e  f i s c a l  
r e f o r m ) ,  d ropp ing ,  however, t o  l e s s  t h a n  8 p e r  c e n t  i n  
1947 and 1948. I n  1949 t h e y  i n c r e a s e d  a g a i n ,  r e a c h i n g  
12.7 p e r  c e n t ,  s u b s e q u e n t  t o  t h e  new f i s c a l  measures  i n  
1949, b u t  were r e d u c e d  immedia te ly  a f t e r w a r d ,  It would 
seem t h a t  t h e  i n c r e a s e s  i n  d i r e c t  t a x e s  a r e  b e i n g  r a p i d l y  
a n n u l l e d  by t h e  i n f l a t i o n a r y  i n c r e m e n t  t o  t h e  geograph ic  
income., .," 

Thus, we s e e  from t h e  a n a l y s i s  of  t h e  Economic Commission 
f o r  L a t i n  America t h a t  n o t  o n l y  government e x p e n d i t u r e s  t e n d e d  t o  
be a  modes t ly  i n c r e a s i n g  p r o p o r t i o n  of g r o s s  n a t i o n a l  p r o d u c t ,  b u t  
a l s o  -- and more i m p o r t a n t  -- t h e  p r o p o r t i o n  of t o t a l  government 
e x p e n d i t u r e s  r e p r e s e n t e d  by i n v e s t m e n t s  r o s e  s i g n i f i c a n t l y  d u r i n g  
t h e  1940-52 p e r i o d .  Moreover, we s e e  h e r e  a g a i n ,  i n  t h i s  s p h e r e  of 
government a c t i v i t y ,  t h a t  t h e  upper-income groups  were n o t  h a r d  h i t  
by t h e  t a x e s  which t h e  government r a i s e d  t o  do i t s  i n v e s t i n g .  
Government p o l i c y ,  t h e r e f o r e ,  even  though i n v o l v i n g  t h e  s t a t e  i n  
a  m u l t i t u d e  o f  economic a c t i v i t i e s  which i n  many c o u n t r i e s  a r e  
l e f t  t o  p r i v a t e  e n t e r p r i s e s ,  h a s  n e v e r t h e l e s s  been c a s t  i n  a  
b a s i c a l l y  o r t h o d o x  and c o n s e r v a t i v e  mold, P o l i t i c i a n s  s t i l l  g e t  
e l e c t e d  by p l e d g i n g  t h e m s e l v e s  t o  c a r r y  fo rward  The R e v o l u t i o n ,  
b a t  The R e v o l u t i o n  i s  no l o n g e r  v e r y  r e v o l u t i o n a r y .  

I n  o u r  s e a r c h  f o r  e x p l a n a t i o n s  of  Mexico ' s  r a p i d  r a t e  of  
economic growth we r e a c h e d  t h e  c o n c l u s i o n  t h a t  a  l a r g e  p a r t  o f  i t  
a r o s e  from g r e a t e r  i n p u t s  o f  c a p i t a l  and from g a i n s  i n  e f f i c i e n c y ,  
These a p p e a r  t o  be  two o f  t h e  m a i n s p r i n g s ,  and t h e r e  i s . a  s t r o n g  
p resumpt ion  t h a t  i n c r e a s e s  i n  e f f i c i e n c y  may accoun t  f o r  a  s i g n i f -  
i c a n t  p a r t  o f  t h e  t o t a l ,  A s  was p o i n t e d  o u t ,  however, new i n v e s t -  
ments  a r e  o f t e n  t h e  c a r r i e r s  o f  new t e c h n o l o g i e s ,  from which much 
of  t h e  i n c r e a s e d  e f f i c i e n c y  a r i s e s .  We, t h e r e f o r e ,  e x p l o r e d  t h e  
r a t e  a t  which new i n v e s t m e n t s  were made i n  t h e  1 9 4 0 ' s  and looked  
b r i e f l y  a t  t h e  way i n  which government p o l i c y ,  bo th  d i r e c t  and 
i n d i r e c t ,  i n f l u e n c e d  i n v e s t m e n t ,  By f o l l o w i n g  a  p o l i c y  of i n f l a t i o n ,  
t h e  government encouraged p r i v a t e  i n v e s t m e n t ,  w h i l e ,  a t  t h e  same 
t ime,  a n  i n c r e a s i n g  p r o p o r t i o n  o f  d i r e c t  government e x p e n d i t u r e s  
was f n n n e l e d  i n t o  i n v e s t m e n t  c h a n n e l s .  Both t y p e s  of government 
a c t i o n  t e n d e d  t o  be  r e l a t i v e l y  h a r d  on t h e  lower-income c l a s s e s ,  
w h i l e  t h e y  f a v o r e d  t h e  upper-income g roups ,  

To comple te  t h i s  p i c t u r e ,  we need  t o  l o o k  i n t o  t h e  t y p e s  
o f  i n v e s t m e n t s  which were made and t h u s  g a i n  some i d e a  o f  t h e  



r e l a t i v e  p r i o r i t i e s  which t h e  Mexicans p l a c e d  on d i f f e r e n t  s e c t o r s  
o f  t h e  economy as r e c i p i e n t s  of  new c a p i t a l .  The f o l l o w i n g  f i g u r e s  
show t o t a l  i n v e s t m e n t s  i n  Mexico as e s t i m a t e d  by  t h e  Corn i n e d  lt Mexican Working P a r t y  f o r  t h e  p e r i o d  1939 t h r o u g h  1950.  

Types o f  I n v e s t m e n t s  Amolints i n  P e r  Cent  
M i l l i o n s  o f  P e s o s  of  T o t a l  

I n d u s t r i a l  equipment  7,435 23.14 

T r a n s p o r t a t i o n  and Communications 6,686 21.2 

R e s i d e n t i a l ,  Commercial and 
I n d u s t r i a l  C o n s t r u c t i o n  

Motor V e h i c l e s  2,139 6.8 

C p m n n i t y  Works 1,620 5.1 

Pe t ro leum 1,068 3.4  

E l e c t r i c  Power 1 ,058 3 3 

P u b l i c  B u i l d i n g s  682 2.2 

Mining 1 8 2  - 0.6 

These e s t i m a t e s  i n d i c a t e  t h a t  i n d u s t r y ,  t r a n s p o r t a t i o n ,  
c o n s t r u c t i o n ,  and a g r i c u l t u r e  r e c e i v e d  t h e  l i o n ' s  s h a r e  of  i n v e s t -  
ment c a p i t a l  d u r i n g  t h e  decade of  t h e  '40's. I n t o  t h e s e  f o u r  
s e c t o r s  o f  t h e  economy went 79 p e r  c e n t  o f  t h e  g r o s s  i n v e s t m e n t .  
Although t h e r e  i s  no  r e a l l y  s a t i s f a c t o r y  way of  d e t e r m i n i n g  whether  
t h i s  was t h e  optimum a l l o c a t i o n  of  ngw c a p i t a l  t o  o b t a i n  t h e  most 
r d p i d  rate  of  economic growth, i t  h a s  a s t r o n g  a p p e a l  t o  o n e ' s  
common sense .  It l o o k s  l i k e  a r e a s o n a b l y  good p a t t e r n .  

The f a c t  t h a t  i n d u s t r i a l  equipment  r a n k e d  h i g h e s t  among 
t h e  v a r i o u s  c a t e g o r i e s  of i n v e s t m e n t s  no doubt  o f f e r s  an  o p p o r t u n i t y  
f o r  c r i t i c i s m  on t h e  p a r t  of  t h o s e  who b e l i e v e  t h a t  a  c o u n t r y  i s  
a c t i n g  u n w i s e l y  t o  f u n n e l  s c a r c e  c a p i t a l  i n t o  i n d u s t r y ,  which h a s  
t o  be  p r o t e c t e d  by h i g h  t a r i f f s  and o t h e r  s imi lar  mechanisms. 1% 
i s  u n l i k e l y ,  however, t h a t  t h e  f r e e - t r a d e  p u r i s t  w i l l  f i n d  s o l a c e  
f o r  h i s  b e l i e f s  i n  t h e  p o l i c i e s  of  many underdeve loped  c o u n t r i e s .  
The f a c t  t h a t  Mexico h a s  p u t  s u b s t a n t i a l  sums i n t o  t h e  development  
of a t r a n s p o r t a t i o n  system, which b e n e f i t s  a l l  s e c t o r s  of  t h e  
economy, and t h a t  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  t o t a l  went  i n t o  
a g r i c u l t u r e  and c o n s t r u c t i o n  a c t i v i t i e s  i n d i c a t e s  t h a t  Mexico has  
n o t  gone c o m p l e t e l y  ove rboa rd  i n  i t s  d r i v e  t o  i n d u s t r i a l i z e .  
I n v e s t m e n t  i n  c o n s t r u c t i o n  i s  i n  p a r t  a  r e f l e c t i o n  o f  t h e  r a p i d l y  
growing p o p u l a t i o n ,  w i t h  t h e  r e s u l t a n t  i n c r e a s e  i n  demand f o r  



r e s i d e n t i a l  h o u s i n g ;  it  i s  p a r t l y  a r e s u l t  o f  t h e  r a p i d  movement of  
rural  p e o p l e  t o  u r b a n  a r e a s ;  and i t  a l s o  r e f l e c t s  t h e  growth of 
i n d u s t r y .  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  i n v e s t m e n t  i s ,  
t h e r e f o r e ,  a s s o c i a t e d  w i t h  i n d u s t r i a l i z a t i o n  and u r b a n i z a t i o n .  A t  
t h e  same t ime ,  a g r i c u l t u r e  was n o t  n e g l e c t e d ,  though I s t r o n g l y  
s u s p e c t  t h a t  i t  may s t i l l  be  one of t h e  most n c a p i t a l - s t a r v e d n  
a r e a s  of t h e  economy. A c o n s i d e r a b l e  p r o p o r t i o n  of  t h e  a g r i c u l t u r a l  
i n v e s t m e n t  went f o r  l a r g e - s c a l e  i r r i g a t i o n  p r o j e c t s ,  b u t  more t h a n  
h a l f  was f o r  mach ine ry ,  small i r r i g a t i o n  p r o j e c t s ,  and l a n d  c l e a r -  
i ng .  Although t h e r e  i s  g r e a t  need  f o r  more c a p i t a l  t o  modernize 
and improve Mexico ' s  a g r i c u l t u r e ,  t h e  same c a n  be s a i d  of v i r t u a l l y  
a l l  s e c t o r s  of  t h e  economy. Moreover,  much of  Mexican a g r i c u l t u r e  
would be a n  i n e f f i c i e n t  u s e r  of new c a p i t a l  u n l e s s  f a r m e r s  were 
b e t t e r  educa ted .  The small f a rms  o f  t h e  i n d i g e n o u s  p o p u l a t i o n ,  
many of which a r e  b a d l y  e r o d e d  and a r e  c u l t i v a t e d  by t r a d i t i o n a l  
methods,  would p r o b a b l y  y i e l d  h i g h  r e t u r n s  on s m a l l  amounts of 
c a p i t a l  i n v e s t e d  i n  f e r t i l i e e r s ,  i n s e c t i c i d e s ,  improved seeds ,  
e r o s i o n  c o n t r o l  d e v i c e s ,  small machines,  and improved hand t o o l s ,  
p r o v i d e d  t h e i r  o p e r a t o r s  knew how t o  u s e  t h e s e  t h i n g s .  The problem, 
however, of n r e t a i l i n g n  t h e  sma l l  amounts of  n e c e s s a r y  c a p i t a l  t o  
t h e  hundreds  of  t h o u s a n d s  of s m a l l  f a r m e r s ,  and of  t e a c h i n g  them 
how t o  make e f f e c t i v e  u s e  o f  t h e i r  new r e s o u r c e s ,  i s  a  Hercu lean  
t a s k ,  It p r o b a b l y  i n v o l v e s  g r e a t e r  c o s t s  o f  an  e d u c a t i o n a l  n a t u r e  
t h a n  would be r e p r e s e n t e d  by t h e  d i r e c t  c a p i t a l  f o r  p r o d u c t i v e  
s u p p l i e s  and  f a c i l i t i e s ,  T h i s  s e c t o r  o f  t h e  p o p u l a t i o n  i s  c e r t a i n l y  
n o t  i n  a s t r o n g  p o s i t i o n  t o  compete w i t h  o t h e r  g roups  f o r  c a p i t a l .  
N e v e r t h e l e s s ,  Mexico i s  far ahead  of  most of  i t s  L a t i n  American 
n e i g h b o r s  i n  o p e r a t i n g  an a g r i c u l t u r a l  c r e d i t  system, which i s  
aimed a t  a m e l i o r a t i n g  t h i s  problem o f  c a p i t a l  s h o r t a g e  among s m a l l  
f a r m e r s .  Much of t h i s  h a s  been  done t h r o u g h  s p e c i a l i z e d  gqvernment 
c r e d i t  a g e n c i e s ,  It i s  n o t ,  however, o n l y  i n  t h e  a g r i c u l t u r a l  
f i e l d  t h a t  d i r e c t  government i n v e s t m e n t  h a s  been  i m p o r t a n t ,  

O f  t h e  t o t a l  g r o s s  i n v e s t m e n t  o f  31,651 m i l l i o n  p e s o s  
d u r i n g  t h e  19401s ,  a l m o s t  43 p e r  c e n t  ( o r  a b o u t  12,500 m i l l i o n  
p e s o s )  w a s  made by government a g e n c i e s .  The p e r c e n t a g e  d i s t r i b u -  
t i o n  of t h i s  p u b l i c  i n v e s t m e n t  was as f o l l o w s :  

T r a n s p o r t a t i o n  and communicat ions 44e63 

A g r i c u l t u r e  and r e s o u r c e s  l 9 . 4 4  

E l e c t r i c  power and p e t r o l e u m  17.56 

S o c i a l  and  m u n i c i p a l  c o n s t r u c t i o n  12 ,65  

M i s c e l l a n e o u s  5.72 

TOTAL 

S i n c e  t r a n s p o r t a t i o n  and communicat ions f a c i l i t i e s  a s  
w e l l  a s  t h e  p e t r o l e u m  i n d u s t r y  a r e  w h o l l y  government-owned, and 
s i n c e  t h e r e  was an i n c r e a s e  i n  t h e  p u b l i c  ownership  of  e l e c t r i c -  
power g e n e r a t i n g  c a p a c i t y  from 7 t o  28 p e r  c e n t  between 1943  and 



1950,  t h e  p u b l i c  i n v e s t m e n t s  shown above r e p r e s e n t e d  n e a r l y  a l l  of 
t h e  new c a p i t a l  t h a t  went i n t o  t h e s e  s e c t o r s  of t h e  economy d u r i n g  
t h e  decade  of  t h e  1 9 b 0 r s .  I n  t h e  c a s e  of a g r i c u l t u r e ,  p u b l i c  
i n v e s t m e n t  was a b o u t  t h r e e - f i f t h s  of t h e  t o t a l .  T h i s  means, t h e r e -  
f o r e ,  t h a t  p r i v a t e  i n v e s t m e n t  was p r i m a r i l y  r e s p o n s i b l e  f o r  t h e  
growth i n  i n d u s t r y ,  c o n s t r u c t i o n ,  motor  v e h i c l e s ,  and mining; whereas  
p u b l i c  i n v e s t m e n t  was m a i n l y  r e s p o n s i b l e  f o r  t h e  growth i n  t r a n s -  
p o r t a t i o n  and communicat ion f a c i l i t i e s ,  i n  t h e  e l e c t r i c  power and 
p e t r o l e u m  i n d u s t r i e s ,  and f o r  a  ma jo r  p a r t  o f  t h e  expanded a g r i -  
c u l t u r a l  p l a n t .  However, t h e  i n d i r e c t  e f f e c t s  of  p u b l i c  i n v e s t -  
ment,  p a r t i c u l a r l y  i n  such a r e a s  as t r a n s p o r t a t i o n ,  communicat ions,  
and c e r t a i n  w e l f a r e  a c t i v i t i e s  -- such  a s  s c h o o l s ,  h o s p i t a l s ,  and 
v a r i o u s  t y p e s  o f  t e c h n i c a l  t r a i n i n g  f a c i l i t i e s  -- p r o b a b l y  had a 
much g r e a t e r  i n f l u e n c e  on t h e  growth of  t h e  economy t h a n  i s  
s u g g e s t e d  by t h e  r e l a t i v e  p r o p o r t i o n s  o f  p u b l i c  and p r i v a t e  
i n v e s t m e n t .  T h i s  i s  an  a r e a  n e e d i n g  much f u r t h e r  study and r e sea rch .  

Before  l e a v i n g  t h e  t o p i c  o f  i n v e s t m e n t ,  p e r h a p s  a  few 
words s h o u l d  be  s a i d  a b o u t  t h e  r e l a t i v e  impor tance  o f  domes t i c  
s a v i n g s  v e r s u s  f o r e i g n  bor rowings  as t h e  s o u r c e  o f  i n v e s t m e n t  
f u n d s .  Has t h e  money used  f o r  i n v e s t m e n t  p u r p o s e s  come ma in ly  
from t h e  Mexican economy, o r  h a s  i t  been  borrowed from abroad?  
A p r e c i s e  answer t o  t h i s  q u e s t i o n  c a n n o t  be g iven ,  because  of 
i n a d e q u a t e  d a t a ,  b u t  t h e  g e n e s a l  p i c t u r e  i s  c l e a r .  Most o f  t h e  
i n v e s t m e n t  f u n d s  came from domest ic  s a v i n g s .  The b e s t  a v a i l a b l e  
d a t a  on t h i s  g e n e r a l  a u e s t i o n  i s  t h a t  of  t h e  Combined Mexican w 

Working Party, as p u b i i s h e d  i n  The Economic Development of Mexico. 
It  i n d i c a t e s  t h a t  89  p e r  c e n t  o f  t h e  t o t a l  i n v e s t m e n t  i n  Mexico 
d u r i n g  t h e  p e r i o d  from 1939 t o  1950, i n c l u d i n g  t h a t  from e x t e r n a l  
a s  w e l l  as domes t i c  s o u r c e s ,  a r o s e  f rom domes t i c  s a v i n g s .  .About 
f o u r  p e r  c e n t  a r o s e  from an i n c r e a s e  i n  f o r e i g n  l i a b i l i t i e s .  T h i s  
l e a v e s  s e v e n  p e r  c e n t  which i s  u n e x p l a i n e d  because  o f  e r r o r s  and 
o m i s s i o n s  i n  t h e  t o t a l  b a l a n c e  of  payments.  I f ,  however, a l l  of 
t h e  e r r o r s  and o m i s s i o n s  c o u l d  be  c o r r e c t e d ,  t h e r e  i s  no r e a s o n  
t o  b e l i e v e  t h a t  t h e  r e l a t i o n s h i p  between 89 p e r  c e n t  from domestic 
s o u r c e s  and f o u r  p e r  c e n t  f r o m  a n  i n c r e a s e  i n  f o r e i g n  o b l i g a t i o n s  
would be g r e a t l y  changed.  

It i s  p r o b a b l e ,  however, t h a t  t h i s  k i n d  of compar ison  
somewhat u n d e r s t a t e s  t h e  i n f l u e n c e  o f  f o r e i g n  i n v e s t m e n t .  The 
i n c r e a s e  i n  f o r e i g n  o b l i g a t i o n s  d u r i n g  any g i v e n . p e r i o d ,  such a s  
t h a t  from 1939 t o  1950,  r e p r e s e n t s  t h e  n e t  r e s u l t  o f  c a p i t a l  i n f l o w s  
minus c a p i t a l  o u t f l o w s .  The l a t t e r  a r e  made up ma in ly  of  p r o f i t s  
p a i d  t o  s h a r e h o l d e r s  o u t s i d e  of Mexico, o f  repayments  of p r i n c i p a l  
on money borrowed from abroad ,  and  of  a n n u a l  i n t e r e s t  payments. 
Some o f  t h i s  o u t f l o w  o f  c a p i t a l ,  t h e r e f o r e ,  p e r t a i n s  t o  i n v e s t m e n t s  
t h a t  were made b e f o r e  1939.  Moreover,  much of t h e  f o r e i g n  i n v e s t -  
ment made d u r i n g  t h e  19401s  p r o b a b l y  a c t e d  a s  an i m p o r t a n t  s t i m u l a n t  
t o  domes t i c  s a v i n g s .  F i n a l l y ,  as t h e  Combined Mexican Working 
P a r t y  p o i n t s  o u t ,  " f o r e i g n  c a p i t a l  h a s  o f t e n  h e l p e d  t o  f i n a n c e  
i n v e s t m e n t  p r o j e c t s  o f  c r u c i a l  impor tance  f o r  t h e  c o u n t r y l s  eco-  
nomic development .  If f o r e i g n  f i n a n c i n g  had n o t  been o b t a i n e d  
f o r  e l e c t r i c  power development ,  r a i l r o a d  r e h a b i l i t a t i o n ,  key i n d u s -  
t r i a l  p r o j e c t s ,  and  t h e  e r a d i c a t i o n  of  t h e  foot-and-mouth d i s e a s e ,  



i t  i s  p r o b a b l e  t h a t  p r o g r e s s  would have been  s lower  i n  t h e s e  f i e l d s  
and i n  o t h e r s  as wel l . "  

To s t r i k e  a b a l a n c e d  judgment as t o  t h e  e f f e c t  of  f o r e i g n  
i n v e s t m e n t s  on Mexican economic growth i s  d i f f i c u l t .  F o r e i g n e r s ,  
p a r t i c u l a r l y  North Americans,  a r e  p rone  t o  l o o k  a t  g r o s s  c a p i t a l  
i n f l o w s  and t o  f o r g e t  t h e  r a t h e r  l u s h  p r o f i t s  t h a t  a r e  wi thdrawn 
and t h e  a m o r t i z a t i o n  and i n t e r e s t  payments  t h a t  have  t o  be  met 
each  y e a r .  Mexicans,  on t h e  o t h e r  hand,  a r e  q u i t e  c o n s c i o u s  of 
t h e s e  c a p i t a l  o u t f l o w s ,  and sometimes o v e r l o o k  t h e  i m p o r t a n c e  of 
t h e  new t e c h n o l o g i e s  and improved methods t h a t  o f t e n  accompany t h e  
i n f l o w  of  p r i v a t e  f o r e i g n  c a p i t a l ,  It seems t o  me, however, t h a t  
r e g a r d l e s s  of  o n e ' s  n a t i o n a l i t y  b i a s  t h e  c a s e  i s  q u i t e  c l e a r  t h a t  
by f a r  t h e  g r e a t e r  p a r t  of  t h e  s t imulus  g i v e n  t o  Mexico1 s economy 
t h r o u g h  i n c r e a s e s  i n  t h e  s u p p l y  of c a p i t a l  h a s  come from w i t h i n  
Mexico and n o t  from f o r e i g n  s o u r c e s .  

ECONOMIC GROWTH AND THE SOCIAL CLIMATE 

I n  t h e  p r e c e d i n g  s e c t i o n s  of t h i s  r e p o r t  I have a t t e m p t e d  
t o  r ev iew t h e  r a t e  of  econon ic  growth i n  Mexico s i n c e  1939, and 
t o  p o i n t  o u t  some o f  t h e  major  economic f a c t o r s  t h a t  a c c o u n t  f o r  
t h e  c o u n t r y ' s  r a p i d  r a t e  of  p r o g r e s s .  High on t h e  l i s t  a r e  t h e  
r a p i d  r a t e  a t  which new c a p i t a l  h a s  been  formed and p u t  t o  work, 
and i n c r e a s e s  i n  e f f i c i e n c y  i n  t h e  p r o c e s s e s  of p r o d u c t i o n .  I 
s u s p e c t  t h a t  a  l a r g e  p a r t  of t h e  i n c r e a s e d  n a t i o n a l  e f f i c i e n c y  
h a s  come from b e t t e r  e d u c a t i o n ,  improved h e a l t h ,  and g r e a t e r  
i n c e n t i v e s  among t h e  l o w e r  c l a s s e s  o f  s o c i e t y .  Another  s i g n i f i c a n t  
p a r t ,  however, h a s  come from b o t h  g r e a t e r  i n c e n t i v e s  and improved 
knowl'edge on t h e  p a r t  o f  p r i v a t e  bus inessmen and p u b l i c  s e r v a n t s .  
Both of  t h e  l a t t e r  g r o u p s  have borrowed many i d e a s  from abroad ,  
p a r t i c u l a r l y  t h e  U n i t e d  S t a t e s ,  and have p u t  them t o  work i n  t h e i r  
f a c t o r i e s  and o f f i c e s .  Of c o u r s e ,  some of Mexico 's  growth  h a s  
come f rom f o r e i g n  c a p i t a l  and f o r e i g n  t e c h n i c i a n s  and businessmen.  
I n  t h e  main, however, the Mexicans --- have done t h e  JO& t h e m s e l v e s ,  
w i t h  t h e i r  own c a p i t a l  and t h e i r  own hands.  Many I d e a s  t h a t  have 
f i 'gured  s i g n i f i c a n t l y  i n  Mexico 's  economic growth have come from 
abroad ,  b u t  this does not mean t h a t  t h e y  have l a c k e d  a n a t i o n a l  
i m p r i n t .  Much f o r e i g n  knowledge h a s  been i m p o r t e d  by Mexicans who 
have gone ab road  t o  s t u d y ,  o r  h a s  b e e n  b r o u g h t  i n  by f o r e i g n  spe-  
c i a l i s t s  who have come t o  Mexico, f i n a n c e d  by Mexican p u b l i c  o r  
p r i v a t e  funds ,  t o  work on problems s e l e c t e d  by Mexicans.  Thus t h e  
Mexicans c a n  h o n e s t l y  s a y  t h a t  t h e y  have  accompl i shed  t h e  job  them- 
s e l v e s ,  and a s  a  r e s u l t  % h e r e  i s  a  p r i d e  of accomplishment  when 
Mexicans r ev iew t h e  economic ach ievement s  o f  r e c e n t  y e a r s .  

The Mexican e x p e r i e n c e  of  t h e  p a s t  40 t o  S O  y e a r s  c r i e s  
o u t  f o r  c o n s t r u c t i v e  a n a l y s i s  of what I b e l i e v e  t o  be t h e  most  
d i f f i c u l t  o f  a l l  problems i n  t h e  s o c i a l  s c i e n c e s ,  namely, t h e  
r e l a t i o n s h i p  between economic growth on t h e  one hand and s o c i a l  
and p o l i t i c a l  change on t h e  o t h e r .  I n t o  t h i s  rugged  t e r r a i n ,  I 
c a n  v e n t u r e  on ly  a s h o r t  way and s e t  up a  few markers .  My t h o u g h t  
i s  t h a t  t h e y  may h e l p  t h e  neophyte ,  and may s t i m u l a t e  t h e  p r o f e s -  
s i o r f a l  t o  t h e  r e s e a r c h  n e c e s s a r y  t o  d i s p e l  my i g n o r a n c e .  



One p o i n t  wor th  n o t i n g  i s  t h a t  The R e v o l u t i o n  v i r t u a l l y  
d e s t r o y e d  o r  g r e a t l y  weakened t h e  major  c e n t e r s  of  power i n  one 
t y p e  o f  s o c i e t y  -- a  s o c i e t y  which was a r i s t o c r a t i c  and  f e u d a l i s t i c  
i n  m a j o r  o u t l i n e  -- and r e p l a c e d  them w i t h  new power c e n t e r s .  The 
o l d  c e n t e r s  of power were: t h e  l a r g e  1andowners ; a  few p o l i t i c a l l y -  
a d r o i t  army o f f i c e r s ;  and a  s p r i n k l i n g  of w e a l t h y  i n d u s t r i a l i s t s  
and  b a n k e r s ,  The C a t h o l i c  Church migh t  a l s o  b e  i n c l u d e d  w i t h  t h i s  
group,  b u t  i t s  r e a l  power had  been  b r o k e n  by J u a r e z  i n  t h e  l a t t e r  
h a l f  o f  t h e  l a s t  c e n t u r y ,  s o  t h a t  by 1910 t h e  Church was i n  a  
s e c o n d a r y  power r o l e ,  Among t h e  l a r g e  l a n d h o l d e r s  and t h e  few 
i n d u s t r i a l i s t s  and banker s  were some f o r e i g n e r s .  One e l emen t ,  
t h e r e f o r e ,  i n  t h e  s t r u g g l e  t o  d e s t r o y  t h e  o l d  power c e n t e r s  i s  
e p i t o m i z e d  by t h e  f a m i l i a r  b a t t l e  c r y  of " th row t h e  f o r e i g n e r s  
o u t , "  There was, t h e r e f o r e ,  something  s i m i l a r  t o  t h e  t r a d i t i o n a l  
a n t i c o l o n i a l i s m ,  s o  common i n  o t h e r  p a r t s  of t h e  wor ld ,  i n  t h e  
Mexican p i c t u r e  , 

The o l d  power c e n t e r s  were,  of c o u r s e ,  r e p l a c e d  by new 
o n e s  -- i t  took  q u i t e  a  l o t  of b loodshed and t u r m o i l  t o  comple te  
t h e  change  -- b u t  t h e  new ones  l a c k e d  t h e  a r i s t o c r a t i c  and  f e u d a l -  
i s t i c  c h a r a c t e r i s t i c s  of t h e i r  p r e d e c e s s o r s .  The new p o l i t i c a l  
l e a d e r s h i p  was m a i n l y  from t h e  midd le  and lower  c l a s s  g r o u p s  i n  
s o c i e t y .  I n  t h e  e a r l y  s t a g e s  of The R e v o l u t i o n ,  many of t h e  l e a d e r s  
were swashbuck l ing ,  g reedy  s trongmen,  who n e i t h e r  u n d e r s t o o d ,  
r e c o g n i z e d ,  no r  assumed any r e a l  d e g r e e  of  s o c i a l  r e s p o n s i b i l i t y .  
They soon l o s t  o u t  t o  keene r  minds,  who began t o  b r i n g  o r d e r  o u t  
of  chaos .  Some o f  t h e  l a t t e r  may have been  m o t i v a t e d  ma in ly  by  
g reed ,  b u t  i n  any  e v e n t  t h e y  Sound i t  f i n a n c i a l l y ,  s o c i a l l y ,  and 
p o l i t i c a l l y  p r o f i t a b l e  t o  assume r e s p o n s i b i l i t y  f o r  o r d e r ,  and  a t  
t h e  same t i m e  t o  i n a u g u r a t e  s o c i a l  changes  which would move t h e  
c o u n t r y  away from a p o s s i b l e  r e c a p t u r e  of  power by  t h e  a r i s t o c r a t s .  
The impor tant  p o i n t  t o  n o t e  i n  t h i s  c o n n e c t i o n  i s  t h a t  t h e r e  was 
n e i t h e r  a s h i f t  o f  power from one group of  a r i s t o c r a t s  t o  a n o t h e r ,  
as had  commonly b e e n  t h e  c a s e  i n  t h e  p a s t ,  no r  a s i g n i f i c a n t  change 
i n  t h e  t r a d i t i o n a l  v a l u e  judgments  of t h e  o l d  r u l i n g  groups .  There  
was, i n s t e a d ,  a f a i r l y  comple te  r u p t u r e  w i t h  a r i s t o c r a t i c  i d e a s  
and i d e a l s .  The c r u d e  men o f  humble backgrounds  -- though n o t  
a lways humble o f  s p i r i t  o r  even  t r u e  t o  t h e i r  h e r i t a g e  -- occupied  
t h e  s e a t s  of  t h e  mighty.  

There were  a t  l e a s t  t h r e e  developments  a s s o c i a t e d  w i t h  
, t h e  r i s e  of  n o n a r i s t o c r a t i c  groups  t o  p o l i t i c a l  power which had 
i m p o r t a n t  e f f e c t s  t h r o u g h  changing  t h e  s o c i a l  env i ronment  and 
open ing  t h e  d o o r s  t o  economic growth. 

One of  t h e s e  was t h e  r i s e  o f  a new e n t r e p r e n e u r i a l  
c l a s s .  Moreover,  i t  i s  i m p o r t a n t  t o  n o t e  t h a t  many members of  
t h i s  new e n t r e p r e n e u r i a l  c l a s s  were f r i e n d s ,  s u p p o r t e r s ,  and c r o n i e s  
of  t h e  new p o l i t i c a l  l e a d e r s ,  and  t h e i r  growing economic s t r e n g t h  
was o f t e n  r e l a t e d  t o  t h e  c l o s e  r e l a t i o n s h i p  which t h e y  m a i n t a i n e d  
w i t h  t h e  p o l i t i c i a n s ,  Government c o n t r a c t s ,  as w e l l  a s  v a r i o u s  
t y p e s  o f  laws, r e g u l a t i o n s ,  and government jobs ,  were o f t e n  used 
t o  s t r e n g t h e n ,  and sometimes t o  e n r i c h ,  t h e  bus inessmen who were 
f r i e n d l y  t o  t h e  new p o l i t i c a l  l e a d e r s .  T h i s  does  n o t  n e c e s s a r i l y  



mean t h a t  t h e r e  were e x t r e m e s  o f  d i s h o n e s t y .  Somebody had  t o  
m a n u f a c t u r e  and s u p p l y  t h e  many d i f f e r e n t  t h i n g s  which a government 
buys f o r  i t s  o r d i n a r y  o p e r a t i o n s ,  j u s t  as somebody had  t o  b u i l d  t h e  
new r o a d s ,  s c h o o l h o u s e s ,  h o s p i t a l s ,  power p l a n t s ,  and o t h e r  p r o j e c t s  
which were f i n a n c e d  by government f u n d s ,  The new p o l i t i c a l  l e a d e r -  
s h i p  was c a r e f u l  t o  s e e  t h a t  t h e s e  plums f e l l  i n t o  t h e  hands  o f  
t h e i r  f r i e n d s ,  T h i s  was an i m p o r t a n t  avenue by which a  new t y p e  
o f  p e r s o n a l i t y  g a i n e d  p o s i t i o n s  of  economic power. I n  g e n e r a l ,  
t h i s  new e n t r e p r e n e u r i a l  c l a s s  came o u t  o f  t h e  midd le  and lower  
c l a s s e s  o f  s o c i e t y .  Few of  i t s  members had i n h e r i t e d  t h e  t r a d i -  
t i o n a l ,  s t a t u s - b u r d e n e d  c o n c e p t s  09 t h e  o l d  l a n d h o l d i n g  group, i n  
which change e i t h e r  i n  t e c h n o l o g i c a l  p r o c e s s e s  of  p r o d u c t i o n  o r  i n  
economic and s o c i a l  r e l a t i o n s h i p s  was s u s p e c t  and something  t o  be 
h a n d l e d  w i t h  c a r e  and n p r o p e r n  gu idance ,  A s  a  r e s u l t ,  r i s k - t a k i n g  
e n t r e p r e n e u r s h i p  r e c e i v e d  an i m p o r t a n t  "shot - in- the-arm" from t h e  
change i n  p o l i t i c a l  power. 

A s econd  c l o s e l y - a s s o c i a t e d  development  was t h e  growing 
p o l i t i c a l  musc le  o f  t h e  g r e a t  u n d e r p r i v i l e g e d  c l a s s  of  r u r a l  peons ,  
Under t h e  l e a d e r s h i p  o f  a  few m i l i t a n t  men, some o f  whom migh t  
have been c o n s i d e r e d  n o t h i n g  more t h a n  b a n d i t s  i n  more p o l i t i c a l l y  
ma tu re  c o u n t r i e s ,  t h e  peon group v i r t u a l l y  f o r c e d  t h e  new midd le -  
c l a s s  r u l e r s  o f  t h e  c o u n t r y  i n t o  programs o f  l a n d  r e fo rm,  r u r a l  
e d u c a t i o n ,  and  r o a d - b u i l d i n g .  These new p u b l i c  a c t i v i t i e s  d i d  
n o t  a l l  come a t  once; r r e i t h e r  were t h e y  c a r r i e d  f o r w a r d  w i t h  e q u a l  
e n t h u s i a s m  by e v e r y  a d m i n i s t r a t i o n ,  b u t  d u r i n g  t h e  30-year  p e r i o d  
be tween 1920 and 1950 t h e y  had a t remendous e f f e c t  i n  opening  up 
r u r a l  Mexico t o  new i d e a s ,  and p a r t i c u l a r l y  i n  opening  t h e  d o o r s  
o f  o p p o r t u n i t y  t o  t h a t  g r e a t  group of "underdogsn  who i n '  t h e  d a y s  
of t h e  a r i s t o c r a t i c ,  f e u d a l i s t i c  s o c i e t y  h a d  had  a l m o s t  no oppor-  
t u n i t y  f o r  advancement.  The combined i m p a c t  of a  new, venturesome,  
r i s k - t a k i n g  t y p e  o f  e n t r e p r e n e u r ,  w i t h  t h e  awakening t o  new oppor- 
t u n i t i e s  among t h e  "underdogs ,"  p r o v i d e d  an  economic envi ronment  
which was much more open, f r e e ,  and c o m p e t i t i v e  t h a n  had been  t r u e  
of  t h e  e a r l i e r  s o c i e t y .  T h i s  was n o t  t o o  u n l i k e  t h e  r i s e  of  t h e  
I n d u s t r i a l  R e v o l t u i o n  i n  Western  Europe a  hundred  y e a r s  e a r l i e r ,  
i n  which t h e  remnants  of a n  a r i s t o c r a t i c ,  f e u d a l i s t i c  s o c i e t y ,  w i t h  
s t r o n g  e l e m e n t s  of m e r c a n t i l i s m ,  were swept away by t h e  r i s e  o f  a 
new i n d u s t r i a l  and commercial  c l a s s ,  and i n  which g r e a t  mot ive  
power f o r  economic growth was p r o v i d e d  by r e l i a n c e  on p r i v a t e  i n i -  
t i a t i v e  and  t h e  " s t r u g g l e  f o r  economic s ~ r v i v a l , ~  There was a 
d i f f e r e n c e ,  however, and a n  i m p o r t a n t  one -- which i s  t h e  t h i r d  
f a c t o r ,  a l o n g  w i t h  t h e  r i s e  of  a new t y p e  of e n t r e p r e n e u r  and t h e  
f e r m e n t  among t h e  l o w e r  c l a s s e s  s o c i e t y  -- t h a t  d i d  much t o  p r o v i d e  
a s o c i a l  envi ronment  conduc ive  t o  economic p r o g r e s s .  

T h i s  t h i r d  e l emen t  was t h e  i n f l u e n c e  of  a  group o f  
s o c i a l l y - m i n d e d  i n t e l l e c t u a l s  on government p o l i c y .  The hand i -  
work of t h e  i n t e l l e c t u a l  b u r e a u c r a t  and b r a i n - t r u s t e r  i s  a lways  
d i f f i c u l t  t o  p u t  y o u r  f i n g e r  on; you n e v e r  q u i t e  know how much 
t o  a t t r i b u t e  t o  him and how much t o  t h e  b i g  b o s s  who i s  i n  t h e  
l i m e l i g h t ,  N e v e r t h e l e s s ,  i t  a p p e a r s  t h a t  t h e  i n t e l l e c t u a l s  of  
Mexico have made a t  l e a s t  two i m p o r t a n t  c o n t r i b u t i o n s :  t h e y  were 
l a r g e l y  r e s p o n s i b l e  f o r  t h e  S t a t e  becoming a c t i v e  i n  a  whole s e r i e s  



o f  bo th  economic and s o c i a l  w e l f a r e  a c t i v i t i e s  -- i n  t h i s  t h e y  
u s u a l l y  had  t h e  a c t i v e  s u p p o r t  of  t h e  l o w e r  c l a s s e s  i n  s o c i e t y ;  
and t h e y  have  been  t h e  main f o u n t a i n h e a d  of a  p e c u l i a r  b r a n d  of 
Mexican n a t i o n a l i s m ,  which f o r  yBars h a s  been  a  problem t o  d i p l o m a t s  
o f  t h e  U.S. S t a t e  Department  and i s  now a s o u r c e  of  f r u s t r a t i o n  
t o  b o t h  U.S. and  UN t e c h n i c a l  a s s i s t a n c e  a g e n c i e s ,  b u t  which h a s  
p r o b a b l y  been a n  a s s e t  t o  Mexico ' s  economic growth. The two 
accompl ishments  o f  t h e  i n t e l l e c t u a l s  a r e ,  of  c o u r s e ,  c l o s e l y  i n t e r -  
r e l a t e d ,  and t h e i r  v a l u e  i s  a l s o  h i g h l y  d e b a t a b l e .  Some p e o p l e  
s e e  i n  them a n  impediment  o r  a t  l e a s t  a t h i e a t  t o  economic growth. 

However, i t  seems t o  me t h a t  t h e  e n t r a n c e  o f  t h e  S t a t e  
i n t o  b o t h  economic and s o c i a l  w e l f a r e  a c t i v i t i e s  h a s  encouraged  
p r o g r e s s .  It a p p e a r s  t o  have done t h i s  i n  two ways: f irst ,  and 
most  i m p o r t a n t ,  i t  h a s  c o n t r i b u t e d  t o  n a t i o n a l  e f f i c i e n c y  i n  
p r o d u c t i o n  by p r o v i d i n g  t r a n s p o r t a t i o n  and communicat ion f a c i l i t i e s  
and  by improv ing  t h e  g e n e r a l  e d u c a t i o n ,  t h e  t e c h n i c a l  s k i l l s ,  t h e  
p h y s i c a l  h e a l t h  and  s t r e n g t h ,  and t h e  i n c e n t i v e s  of a s i ~ a b l e  
p r o p o r t i o n  of t h e  working c l a s s ;  second,  i t  h a s  p u t  p u b l i c  f u n d s ,  
b o t h  i n  t h e  form o f  l o a n s  and a s  d i r e c t  i n v e s t m e n t s ,  i n t o  some 
a r e a s  of economic a c t i v i t y  which have  g r e a t l y  enhanced t h e  produc-  
t i v e n e s s  o f  t h e  economy. Among t h e  l a t t e r ,  p e r h a p s  t h e  l e a s t  
d e b a t a b l e  a r e  t h e  l o a n s  t o  a g r i c u l t u r a l  p r o d u c e r s  and t h e  i n v e s t -  
ments  i n  i r r i g a t i o n  f a c i l i t i e s .  The government h a s  a l s o ,  of c o u r s e ,  
p u t  s i g n i f i c a n t  f i n a n c r d  and m a n a g e r i a l  r e s o u r c e s  i n t o  r a i l w a y s ,  
t h e  p e t r o l e u m  i n d u s t r y ,  and  e l e c t r i c  power, which many p e o p l e  w i l l  
s a y  s h o u l d  have b e e n  l e f t  t o  p r i v a t e  e n t e r p r i s e .  I d o n ' t  y e t  know 
enough a b o u t  t h e  q u a l i t y  o f  per formance  i n  t h e s e  government-owned 
e n t e r p r i s e s  t o  p a s s  judgment on them.   ow ever, i n  one OF two c l o s e  
n e i g h b o r s  of  Mexico p r i v a t e  e n t e r p r i s e  h a s  n o t  p a r t i c u l a r l y  d i s t i n -  
g u i s h e d  i t s e l f  i n  t h e  e l e c t r i c - p o w e r  and  r a i l r o a d i n g  f i e l d s .  I 
s u s p e c t ,  f o r  example,  t h a t  t h e  publ ic ly-owned u t i l i t i e s  i n  Mexico 
a r e  s e r v i n g  t h e  economy much more e f f e c t i v e l y  t h a n  t h e i r  p r i v a t e l y -  
owned c o u n t e r p a r t s  i n  Guatemala. 

The r i s e  of Mexican n a t i o n a l i s m ,  which h a s  been  a  n o t i c e -  
a b l e  c h a r a c t e r i s t i c  of  The R e v o l u t i o n  and a p p e a r s  t o  s p r i n g  l a r g e l y  
f rom i n t , e l l e c t u a l s ,  i s  even more d i f f i c u l t  t h a n  S t a t e  a c t i v i t y  t o  
p i n  down and r e l a t e  t o  economic growth.  S t a t e  ownership  o f  t h e  
p e t r o l e u m  i n d u s t r y ,  t h e  r a i l r o a d s ,  and of a  c o n s i d e r a b l e  s h a r e  of 
t h e  e l e c t r i c - p o w e r  i n d u s t r y  i s  one way i n  which t h i s  n a t i o n a l i s m  
h a s  b e e n  e x p r e s s e d .  But Mexican n a t i o n a l i s m  a l s o  h a s  an  i n t a n g i b l e  
e l emen t  -- a s p i r i t  -- which i s  d i f f i c u l t  t o  name and d e f i n e ,  and 
even  more d i f f i c u l t  t o  e v a l u a t e .  It i s  b o t h  a  n a t i o n a l  p r i d e  o f  
accompl ishment  and a t e n a c i o u s  b e l i e f  t h a t  Mexico and t h e  Mexicans 
c a n  s o l v e  t h e i r  own problems;  t h a t  t h e y  need  a minimum of o u t s i d e  
h e l p  and t h a t  any  h e l p  must come t o  them p r e t t y  much on t h e i r  own 
te rms,  m a i n l y  as l o a n s  and n o t  as g i f t s ;  and t h a t  t h e y  w i l l  s t e e r  
t h e  s h i p  o f  s t a t e  w i t h  a Mexican crew and a Mexican compass. 

One sometimes f i n d s  t h i s  view b e i n g  j u s t i f i e d  by roman t i c  
a l l u s i o n s  t o  t h e  g r e a t  i n h e r i t a n c e s  which Mexico r e c e i v e d  from t h e  
h i g h l y  deve loped  I n d i a n  c i v i l i z a t i o n  b e f o r e  t h e  S p a n i s h  ' conques t ,  
and t h e  c o n s e q u e n t  h i g h e r  s t a t u s  t h a t  Mexico h o l d s  because  o f  t h i s  



a n c i e n t  i n f l u e n c e ,  Mexican n a t i o n a l i s m  i s  a l s o  s u s t a i n e d  by t h e  
memory t h a t  t h e  U n i t e d  S t a t e s  annexed Texas,  o c c u p i e d  Mexico C i t y ,  
and took  a  l a r g e  s l i c e  of Mexican n a t i o n a l  t e r r i t o r y ,  f o r  which i t  
p a i d  v e r y  l i t t l e .  Nor have  Mexicans f o r g o t t e n  t h a t  t h e  French  
o c c u p i e d  and  r u l e d  t h e  c o u n t r y  w i t h  an  i m p o r t e d  A u s t r i a n  emperor  
f o r  f o u r  y e a r s  d u r i n g  t h e  e a r l y  18601 s. F i n a l l y  much of t o d a y ' s  
n a t i o n a l i s m  d a t e s  back  t o  t h e  r e v u l s i o n  a g a i n s t  t h e  P o r f i r i o  Diaz 
r eg ime  o f  1876-1911, d u r i n g  which f o r e i g n e r s  had  t h e i r  " g o l d e n  
e r a . "  I t  was a g a i n s t  t h a t  r eg ime  t h a t  The R e v o l u t i o n  b e g i n n i n g  
i n  1910 was i m m e d i a t e l y  and s p e c i f i c a l l y  d i r e c t e d ,  

However, t h e  r e a l l y  s t r o n g  s o u r c e  of Mexican n a t i o n a l i s m  
does  n o t  s tem from t h e s e  and  r e l a t e d  e v e n t s  of  h i s t o r y  b u t  f rom 
t h e  p r e s e n t - d a y  c o n f i d e n c e  and p r i d e  o f  Mexican p o l i t i c i a n s ,  
bus inessmen,  and i n t e l l e c t u a l s .  Some of i t  may be f a l s e  p r i d e ,  
and may sometimes a c t  as an  impediment t o  t h e  a c c e p t a n c e  of o u t s i d e  
a s s i s t a n c e  t h a t  i s  a v a i l a b l e  t h r o u g h  t h e  v a r i o u s  avenues  by which 
t e c h n i c a l  know-how c r o s s e s  i n t e r n a t i o n a l  b o u n d a r i e s .  N e v e r t h e l e s s ,  
n a t i o n a l i s m  h a s  been  an  i m p o r t a n t  f o r c e  b e h i n d  M e x i c o t s  economic 
growth.  It i s  an  e v e r - p r e s e n t  a t t i t u d e  which h a s  s t i m u l a t e d  
government t o  t a k e  s t e p s  t o  p rove  t h a t  Mexico c a n  l i f t  i t s e l f  
by i t s  own e f f o r t s .  It h a s  encouraged young men t o  go o u t s i d e  
o f  t h e  c o u n t r y  t o  s t u d y  an& t o  r e t u r n  t o  Mexico t o  p u t  t h e i r  knowl- 
edge t o  work i n  " t h e i r n  c o u n t r y .  It h a s  s t i m u l a t e d  t h e  b e l i e f  of  
many Mexicans i n  t h e i r  own a b i l i t y ,  and h a s  a i d e d  p e o p l e  i n  a l l  
w a l k s  of  l i f e  t o  j o i n  t o g e t h e r  a round  i d e a s  and movements t h a t  
were  aimed a t  improv ing  t h e  c o u n t r y .  I n  t h i s  s e n s e  a l s o  i t  h a s  
been  a n  i n f l u e n c e  i n  b r i n g i n g  t h e  many l i t t l e  " i s o l a t e d  Mexicos" 
i n t o  a more common o r b i t  o f  n a t i o n a l  l i f e ,  and h a s  made p o s s i b l e  
a  n a t i o n a l  approach  t o  many d i f f e r e n t  k i n d s  o f  problems,  r a n g i n g  
from how t o  a c h i e v e  p o l i t i c a l  s t a b i l i t y  t o  improvement of t h e  
e d u c a t i o n a l  system and p l a n n i n g  a network of  n a t i o n a l  highways, 
Mexico i s  n o t  t h e  " s p l i t - u p  and  d i v i d e d - a m o n g - i t s e l f n  k i n d  of 
c o u n t r y  t h a t  i t  was 40 o r  50 y e a r s  ago,  N a t i o n a l i s m  h a s  had  
economic s i g n i f i c a n c e  n o t  o n l y  because  i t  h a s  encouraged Mexicans 
i n  a l l  w a l k s  o f  l i f e  t o  t r y  h a r d e r ,  t o  have g r e a t e r  s e l f - c o n f i d e n c e ,  
and t h u s  u l t i m a t e l y  t o  accompl ish  more, b u t  a l s o  because  i t  h a s  
made i t  p o s s i b l e  f o r  t h e  government t o  make a na t ion -wide  approach  
t o  many p rob lems  t h a t  were  t r a d i t i o n a l l y  t a c k l e d  i n  a  s p o r a d i c  and 
s c a t t e r e d  manner. 

I n  summary, t h e r e f o r e ,  i t  seems t o  m e  a t  t h e  p r e s e n t  
s t a g e  of  m y  s t u d y  of  Mexico t h a t  t h e  ma jo r  s o c i a l  and p o l i t i c a l  
f a c t o r s  which a p p e a r  t o  have a  d i r e c t  c a u s a l  r e l a t i o n s h i p  w i t h  
t h e  more r e c e n t  p e r i o d  of  r a p i d  economic p r o g r e s s  a r e :  

1, The d e s t r u c t i o n  o f  an  o l d ,  a r i s t o c r a t i c ,  a n d  f e u d a l -  
i s t i c  t y p e  of  s o c i e t y ,  t h e  economic b a s e  o f  which was 
a g r i c u l t u r e  and a t y p e  o f  a g r i c u l t u r e  i n  which t h e  
main o p e r a t i n g  u n i t  was t h e  l a r g e  l a n d h o l d i n g ,  owned 
by a  t r a d i t i o n - b o u n d  w e a l t h y  f a m i l y  and  o p e r a t e d  by 
i g n o r a n t  p o v e r t y - s t r i c k e n  l a b o r e r s ;  

2 ,  The r i s e  t o  p o l i t i c a l  power -- main ly  by means of 



i n t e r n a l  c i v i l  war -- of l e a d e r s  from t h e  middle and 
lower  c l a s s e s  of s o c i e t y ,  who had a  much more modern 
s e t  of  va lue  judgments about  the f u n c t i o n s  of govern- 
ment t h a n  d i d  t h e i r  p r edeces so r s  from t h e  r a n k s  of 
t h e  a r i s t o c r a c y ;  

The r i s e  t o  economic power of a new and more ven tu re -  
some c l a s s  of en t r ep reneu r s ,  aany of whom ga ined  
t h e i r  wea l th  and economic p o s i t i o n s  by a c l o s e  work- 
i ng  r e l a t i o n s h i p  w i th  t h e  new p o l i t i c a l  l e a d e r s ;  

The p o l i t i c a l  g a i n s  made by t h e  u n d e r p r i v i l e g e d  
peons, and t h e  widening economic o p p o r t u n i t i e s  
t h a t  became a v a i l a b l e  t o  them through government 
programs emanating from t h e i r  i n c r e a s e d  p o l i t i c a l  
s t r e n g t h ;  and 

The r i s e  of a  mi ld  form of na t i ona l i sm ,  which 
encouraged t h e  government t o  e n t e r  i n t o  a  wide a r e a  
of  economic and s o c i a l  w e l f a r e  programs, which 
s t r eng thened  s e l f  -conf idence and t h e  w i l l i n g n e s s  t o  
t r y  new i a e a s ,  and which he lped  Mexico t o  become a  
n a t i o n  i n s t e a d  of a  s e r i e s  of  more o r  l e s s  i s o l a t e d  
communities. 

These f i v e  f a c t o r s ,  each of which i s  r e a l l y  a  c o m ~ l i c a t e d  
s e t  of i n t e r r e l a t e d  fo rcee ,  seem t o  me t o  have been i n  t h e  n a t u r e  
of a c t i v e ,  pushing,  s t i m u l a n t s  t o  economic growth. They were n o t  
mere pas s ive ,  o r  necessary ,  c o n d i t i o n s  t o  p rogress .  True enough, 
t hey  prepared  t h e  seedbed f o r  economic p rog re s s ,  b u t  t h e y  a l s o  
p l a n t e d  t h e  s eeds  and c u l t i v a t e d  t h e  p l a n t s .  They were no t  on ly  
dynamic e lements ,  b u t  t h e i r  dynamism a l s o  brought  new t echno log ie s ,  
new i n c e n t i v e s  t o  p roduc t ion ,  and new o p p o r t u n i t i e s  t o  both t h e  
managerial and working classes t o  improve t h e i r  p o s i t i t i o n s  by 
producing and becoming s t i l l  more produc t ive .  Unless  I m i s s  t h e  
essence  of  p e r i o d s  o f  q u i t e  r a p i d  ecohomic growth, a s  c o n t r a s t e d  
w i t h  t hose  p e r i o d s  i n  which an economy expands a t  about  t h e  same 
r a t e  a s  popu la t i on  increases, i t  i s  p r e c i s e l y  t o  r a p i d  improvements 
i n  technology,  t o  e n l a r g e d  i n c e n t i v e s ,  and t o  expanded o p p o r t u n i t i e s  
on t h e  p a r t  of t h e  p roduc t ive  e lements  i n  s o c i e t y  t h a t  we must look  
f o r  exp lana t ions .  O f  course ,  t e chno log ie s ,  i n c e n t i v e s ,  and oppor- 
t u n i t i e s  cannot  a lone  f a b r i c a t e  goods and s e r v i c e s .  They must 
have a  n a t u r a l - r e s o u r c e  base on which t o  ope ra t e ,  and they  must 
have c a p i t a l  goods and equipment w i th  which t o  u t i l i z e  t h e  n a t u r a l  
r e sou rces .  We have exp lo red  i n  p rev ious  pages  some of t h e  main 
c h a r a c t e r i s t i c s  of t h e  p rocess  of c a p i t a l  format ion i n  Mexico, and we 
have p o i n t e d  o u t  t h a t  t h e r e  had n o t  been sudden and l a r g e  acc re -  
t i o n s  t o  t h e  u t i l i z a b l e  supply  of n a t u r a l  r e s o u r c e s  which cou ld  
account  f o r  t h e  r a p i d  growth of t h e  Mexican economy. A s  a  m a t t e r  
of  f a c t ,  Mexico's s t o r ehouse  of  known n a t u r a l  r e sou rces  i n  r e l a t i o n  
t o  h e r  p o p u l a t i o p  i s  n o t  n e a r l y  a s  p r o p i t i o u s  f o r  economic growth 
as i n  many o t h e r  c o u n t r i e s .  



I n  t h e  Mexican e x p e r i e n c e  we may v e r y  w e l l  have  an 
i m p o r t a n t  example of  how b a s i c  r e a l i g n m e n t s  i n  s o c i a l  and p o l i t i c a l  
i n s t i t u t i o n s  c o n t r i b u t e  t o  econon ic  p r o g r e s s .  For  t h o s e  who want 
t o  p u r s u e  t h i s  i n t e r e s t i n g  and i m p o r t a n t  t o p i c  of r e s e a r c h ,  t h e  
f i v e  f a c t o r s  which I have l i s t e d  may o f f e r  a s t a r t i n g  p o i n t ,  I t  
migh t  a l s o  be wor thwhi l e  f o r  t h o s e  who d e s i g n  and a d m i n i s t e r  
t e c h n i c a l  a s s i s t a n c e  programs t o  a s k  t h e m s e l v e s  i f  t h e  t y p e s  of 
s o c i a l  and p o l i t i c a l  c h a n g e s  t h a t  a p p e a r  t o  have  s t i m u l a t e d  r a p i d  
economic growth i n  Mexico a r e  i m p o r t a n t  p r e r e q u i s i t e s  t o  t h e  
economic development  o f  o t h e r  backward c o u n t r i e s .  

FOOTNOTES 

P u b l i s h e d  f o r  The 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 
Development by The Johns  Hopkins P resb ,  B a l t i m o r e ,  1953. 

The Mexican R e v o l u t i o n  h a s  been  t h e  s u b j e c t  o f  numerous books. 
One of  t h e  b e s t  i s  The U n i t e d  S t a t e s  and Mexico, by Howard F. 
C l i n e ,  Harvard  U n i v e r s i t y  P r e s s ,  Cambridge, 1953.  It will 
l e a d  t h e  i n t e r e s t e d  s t u d e n t  t o  many o t h e r  s o u r c e s  o f  i n f o r -  
ma t ion .  

Al though t h e  w h o l e s a l e  p r i c e  i n d e x  o f  t h e  210 commodi t ies  f o r  
Mexico C i t y  i s  n o t  a r e a l l y  a d e q u a t e  " d e f l a t o r n  f o r  t h e  g r o s s  
n a t i o n a l  p r o d u c t  s e r i e s ,  i t  i s  t h e  b e s t  a v a i l a b l e ,  and p r o b a b l y  
c o r r e c t s  r e a s o n a b l y  w e l l  f o r  t h e  r i s e  i n  t h e  g e n e r a l  p r i c e  l e v e l .  

The i n d e x e s  o f  p h y s i c a l  volume of  p r o d u c t i o n  p e r  c a p i t a  i n  Tab le  1 
were c a l c u l a t e d  from t h e  d a t a  i n  Tab le  9 o f  t h e  Appendix, t h e  
s o u r c e s  o f  which a r e  g i v e n  i n  t h e  f o o t n o t e s  t o  T a b l e s  C and Do 
They r e p r e s e n t  d e f l a t e d  g r o s s  n a t i o n a l  p r o d u c t  s e r i e s  t h a t  were 
p u t  on a p e r - c a p i t a  b a s i s  and  t h e n  r e d u c e d  t o  t h e  s imple  i n d e x  
numbers, w i t h  b a s e  y e a r  1939, shown i n  Tab le  1. Except  f o r  
Meqsico and t h e  U n i t e d  S t a t e s  t h e  b a s i c  d a t a  came from U n i t e d  
N a t i o n s  s o u r c e s ,  

I have  been.  a b l e  t o  f i n d  r e a s o n a b l y  comparable  d a t a ,  f o r  t h e  
e n t i r e  p e r i o d  from 1939 t o  1954, o n l y  f o r  t h e  f o u r  L a t i n  American 
c o u n t r i e s  d i s c u s s e d  i n  t h e  p r e c e d i n g  pa rag raphs .  However, i n  
t h e  Economic Survey  o f  L a t i n  America 1953, Un i t ed  Na t ions ,  New 
Pork ,  t h e r e  are p e r - c a p i t a  g r o s s  p r o d u c t  f i g u r e s  f o r  1945-53 



f o r  f o u r  a d d i t i o n a l  L a t i n  American c o u n t r i e s ,  namely, C h i l e ,  
Cuba, E l  S a l v a d o r ,  and Guatemala. I have been t o l d  r e c e n t l y  
by an  economis t  w i t h  t h e  Economic Commission f o r  L a t i n  America 
t h a t  t h e s e  f i g u r e s  a r e  b e i n g  r e v i s e d .  A s  t h e y  were p u b l i s h e d ,  
however, i n  195.4, t h e y  i n d i c a t e  t h a t  E l  S a l v a d o r  and Guatemala 
had  a f a s t e r  r a t e  o f  growth from 1945 t o  1953 t h a n  Mexico. 
Such w a s  n o t  t h e  c a s e ,  however, w i t h  C h i l e  and Cuba. The 
r e l a t i v e l y  h i g h  p r i c e  of  c o f f e e  may have been an  i m p o r t a n t  
f a c t o r  a f f e c t i n g  t h e  r a t e  o f  growth i n  B r a z i l ,  Colombia, E l  
S a l v a d o r ,  and Guatemala. 

The p r i n c i p a l  d i f f e r e n c e  between n n e t  domes t i c  p roduc t t1  and 
l l g r o s s  n a t i o n a l  p r o d u c t n  i s  t h a t  i n d i r e c t  b u s i n e s s  t a x e s  and 
d e p r e c i a t i o n  have  been s u b t r a c t e d  from t h e  l a t t e r  t o  o b t a i n  
t h e  former .  Those i n t e r e s t e d  i n  t h e  methods o f  c a l c u l a t i o n  
s h o u l d  r e f e r  t o  t h e  f o o t n o t e s  of T a b l e  2 of The Economic Devel- 
opment of Mexico. 

For  t h e  d a t a  p e r t a i n i n g  t o  A r g e n t i n a ,  s e e  ~ o l e t f n  ~ c o n d m i c o  de 
America L a t i n a ,  Vol. 1, No. 1, Naciones  Unidas,  S a n t i a g o  de 
m i l e ,  J a n u a r y  1956. F o r  t h a t  p e r t a i n i n g  t o  B r a z i l ,  s e e  E l  - 
~ e s a r r o l l o  ~ c ~ n 6 m i c o  d e l  ~ r a z i l - p o r  ~ o m i i i d n  ~condm&a p a r a  
America L a t i n a ,  Naciones  Unidas,  E/CN.12/364, J u l y  1 8 ,  1955'. 
p o r  t h e  d a t a  p e r t a i n i n g  t o  Colombia, s e e  The Economic Devel- 
opment of  Colombia, by t h e  Economic Commission f o r  L a t i n  
America, U n i t e d  Nat ions ,  ~ / ~ ~ . 1 2 / 3 6 5 ,  August 1 0 ,  1955. 

w A g r i c u l t n r a l  Development i n  MexicoYn by C l a r e n c e  A .  Moore, 
Journal  of  Farm Economics, F e b r u a r y  1955. 

P u b l i s h e d  i n  t h e  Economic Survey  o f  L a t i n  America 1951-52, 
U n i t e d  N a t i o n s ,  New York. 

10 .  See  Tab le  1 2  of  The Economic Development o f  Mexico. The d a t a  
f o r  y e a r s  l a t e r  t h a n  1950 a r e  from a n n u a l  r e p o r t s  of  Nac iona l  

11. See  Chap te r  I of  P a r t  I of Economic Survey  of  L a t i n  America 
1951-52, Economic Commission f o r  L a t i n  America, Un i t ed  Na t ions ,  
hew York. 

1 2 .  I b i d . ,  pp. 8 6-88 

13. I b i d . ,  pp. 88-89. 

14. Arranged from T a b l e s  1 6  and 1 7  of The Economic Development o f  
Mexico. 



S T A T I S T I C A L  APPENDIX - 
TABLE A 

Year 

Changes i n  Gross  N a t i o n a l  P r o d u c t  and Wholesa le  P r i c e s ,  
Mexico, 1939-55 

Gross  
N a t i o n a l  
Product*  
( M i l l i o n s  
of  P e s o s )  

- - - - - - - 

I n d e x  of 
Wholesa le  
P r i c e s  i n  

Mexico City** 
1939-100 

Gross  N a t i o n a l  P roduc t  A d j u s t e d  1 
M i l l i o n s  
of P e s o s  

f o r  P r i c e  Changes 
-- - - -- 

P e r  Cent  Change 
from P r e v i o u s  Year 

* Bank of Mexico Annual R e p o r t s  1954 and 1955. 

%*An index, which i n c l u d e s  210 a r t i c l e s ,  c a l c u l a t e d  by t h e  Bank of  Mexico. 



- 

Year 

- 
1939 

1940 

1 9 4 1  

1942 

1 9 4 3  

1944 

1945  

19b6  

194  7 

1948 

1949 

1950 

1 9 5 1  

1952 

1 9 5 3  

1954 

1955 

TABLE B 

P o p u l a t i o n  i n  R e l a t i o n  t o  Gross  N a t i o n a l  P r o d u c t ,  
Mexico, 1939-55 

E s t i m a t e d  
P o p u l a t i o n *  

( I n  Thousands)  

Gross  N a t i o n a l  P roduc t  A d j u s t e d  
f o r  P r i c e  Changes 

Pesos  

- 
350 

362 

398 

429 

444 

457 

464 

501 

511 

505 

498 

517 

506 

534 

511 

537 

580 

Per  C a p i t a  
- - - -  

P e r  Cent  Change 
from P r e v i o u s  Year 

* For  t h e  y e a r s  1939-53, t h e  d a t a  a re  from ~ o b l a c i b n ,  by J u l i o  ~ u r &  
Ochoai p u b l i s h e d  by Fondo de C u l t u r a  E c o n h i c a ,  Mexico, 195.5. F o r  
1954 and 1955  t h e y  are e s t i m a t e s  o f  t h e  M i n i s t r y  o f  Economy. 

*%From T a b l e  A .  



TABLE' C 

E s t i m a t e s  of T o t a l  P h y s i c a l  Volume of  P r o d u c t i o n  ( ~ r o s s  N a t i o n a l  
P r o d u c t  i n  C o n s t a n t  P r i c e s )  i n  A r g e n t i n a ,  B r a z i l ,  Colombia, 

Mexico, and t h e  U n i t e d  S ta t e s3 t  
- 
Year - 
1939  

el940 

1 9 4 1  

1942 

1 9 4 3  

1 9 4 4  

1945  

1 9 4 6  

1 9 4 7  

1948  

1949 

1950 

1 9 5 1  

1952 

1 9 5 3  

1954 

I 9 5 5  - 

Uni ted  S t a t e s # # #  

* The d a t a :  f o r  A r g e n t i n a  from ~ o l e t f n  ~ c o n d m i c o  de America L a t i n a ,  
U n i t e d  N a t i o n s ,  Vol. 1, No. 1, J a n u a r y  1956; f o r  B r a z i l  from 
D e s a r r o l l o  ~ c o n d m i c o  d e l  B r a z i l  by t h e  Economic Commission f o r  
Z a t i n  America, U n i t e d  Na t ions ,  J u l y  18, 1955;  f o r  Colombia from 
The Economic Development of Colombia by t h e  Economic Commission 
f o r  L a t i n  America,  U n i t e d  Na t ions ,  August 1 0 ,  1955;  f o r  Mexico 
c a l c u l a t e d  from T a b l e  A of t h e  Append3.x; and f o r  t h e  U n i t e d  S t a t e s  
f rom Survey  o f  C u r r e n t  Bus iness ,  J u l y  1955  and F e b r u a r y  1956,  ** I n  m i h i o n s  of  A r g e n t i n e  p e s o s  a t  1950  p r i c e s ,  

***In b i l l i o n s  of  B r a z i l i a n  c r u z e r o s  a t  1952 p r i c e s ,  
# I n  m i l l i o n s  of  Colombian p e s o s  a t  1 9 5 3  p r i c e s ,  
## I n  m i l l i o n s  of  Mexican p e s o s  a t  1950 p r i c e s ,  
###In b i l l i o n s  of  U n i t e d  S t a t e s  d o l l a r s  a t  1947 p r i c e s .  



TABLE D 

E s t i m a t e s  o f  P e r - C a p i t a  P h y s i c a l  Volume of  P r o d u c t i o n  
( G r o s s  N a t i o n a l  P r o d u c t  i n  C o n s t a n t  P r i c e s )  i n  A r g e n t i n a ,  

B raz i l ,  Colombia ,  Mexico,  a n d  t h e  U n i t e d  S t a t e s *  

Year  -- 
1 9 3 9  

- - - - 

* Data f o r  A r g e n t i n a  and  Colombia  d i r e c t l y  f rom t h e  s o u r c e s  g i v e n  
i n  F o o t n o t e  * o f  T a b l e  C;  f o r  B r a z i l  and  t h e  U n i t e d  S t a t e s  
c a l c u l a t e d  f rom d a t a  i n  T a b l e  C and  p o p u l a t i o n  d a t a  f rom t h e  
Demographic  Yearbook,  U n i t e d  N a t i o n s ;  f o r  Mexico c a l c u l a t e d  
f rom d a t a  i n  T a b l e  B and  C, 

** I n  A r g e n t i n e  p e s o s  a t  1950  p r i c e s .  
+x*In B r a z i l i a n  c r u x e r o s  a t  1 9 5 2  p r i c e s ,  
# I n  Colombian  p e s o s  a t  1950  p r i c e s .  
## I n  Mexican  p e s o s  a t  1950  p r i c e s .  
### In  U n i t e d  S t a t e s  d o l l a r s  a t  1 9 4 7  p r i c e s ,  




