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CHAPTER I
IRTRODUCTIOR

Purpose of the Btudy
The purpose of the study is to meake & survey and an-
alysis of the export trede of the United Stetes with Mexico.
Attention is given to the kinde and types of goods exported
to Mexioo and imported from it, to the velue of the trade,
to some weys of carrying it on, and to espects of Mexican

1life that influence trade relations.

Sources of Data

The data were obtained from many sources, Literaturs
on the subject was resd for the genersl background and for
many of the statistice given. Interviews with executives
of firms sctually doing business in Mexico waéé held in or-
der to obtain informstion on how to get sterted in trade
with thet country &nd some of the actual difficulties met
with in earrying on this trade, These {irms, however,
asked that thelr nsmes not be used in reporting the inter-
views, Reporte of the Department of Commerce snd various

government statistics were used,

Method of Progedure
The study has been under way for threoe months., Litersture



on any phase of the subject was read in order to get s baok-
ground for the msin study of export trade. After the sub~
jeot was well in mind, trips were mede to Dalles, Texes, to
interview different {lrms engaged in export trade to Mexico,
Dallas is now & port of entry for forelign goods, and &
great deal of the trade to end from Mexicc is channcled
through this port. Once the materisl was collected, it was
divided into three maln perts: & survey of the kinds and |
smounts of goods exported to &nd imported from Mexico, ways
of csrrying on this trade, and aspects of Mexioan life that
influence export trade,



CEAPTER IX

A SURVEY AND ARALYBIS OF GOODS EXPORTED TO
MEXICO FROM THE UNITED STATES

There has been sn interchange of goods hetween the
United Btates and Mexico for s long pertod of time, Since
the countriss bordsr on one snother, such e situation might
be rogarded as natursl., The two countriea, howevey, have
many reasong for trade other than the fact thet they adjoin
esch other. Q(eorge Wythe, Chief of the latin Americen
section of the Bureau of Foreign end Domestic Commerce,
summariges these rossons es follows;

1, The United Ststes and Moxioco heve a common
frontier for s distance of 1,833 miles,

2. The United Btates is the only country with
which Mexico has through highwesy and raflway connec-
tions. Mexico also has better steamship connections
with the United Stetes then with any other country.
Communications are faciliteted by long-distance
telophone service, by telegreph, cable end radio
service, and by eir msil, passenger end expross
service, '

3. There is & very lasrge American c¢olony in
Mexico, and en even larger Mexicsn colony in the
United 8tates; and there 18 & large interchange of
students snd visitors.

4, The goods and produce of the two coun-
tries sre to & lerge extent complementaery rather
then competitive,

5. Mexlco can secure deliveries more guickly
from the United States then from eny other country.
This is frequently of greast importance, especially
as regards parts and replacements, The feot thet 1t

3



is not necessery for sn lmporter to tie up his money
for #o long & time ensbles the Mexicen dealers to 5
meke ilmmortent ssvings on the cost turnover,

&, There ere large investments of Americen
capltsl in Mexicsen ferms, mines, raeilways, fectories
and commercial establishments, and Americen tech-
nilcisns are employed in s considereble number of
enterprises that are Amevican owned,:

., ~ Before World Wers I end II the United States of imeriocs
played & subordinate role in the economic life of Mexico,
Greet Briteln provided Mexico with about one third of its
imports, while the United States and Qermsny together pro-
vided enother thivﬂ.a Inports from Prance, the Netherlands,
Spain, and other lLatin Americen countries constituted the
remaining third., World Wer II especislly gave the United
Stetes s temporary monopoly of thst market, supplying those
countries 1n large messure with manufactured commodities,
iron and steel, cosl, chemicsels and textiles,”® After World
Wer I e large part of that trede again returned to the
Buropesn countries but the United States of Americs hask
reteined its place as the chiel source of supply for Mexi-
can 1ﬁpaxts¢ World War II re-~emphsaized the economic de-
pendence of Mexioco end the United Btates on esch other,

A study of the neture of these importe and exports to the

United Btetes will sld in an understending of the genersl

lmsrold M. Young, "Our Commersial Relstions with Mexi-
co," Mexico and the United Stetes, p. 200.

2p1vert L, Seemsn, "Middle Americs," Geography

31p14.
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problem of the importance of the export trade from the
United States to maxiea;‘

United States exports to Mexico include hundreds of
items, but the three pxinaipal groups in recent yeers have
been ma@h}nevy, iron and steel products, and motor ve-
hicles, 13_1937 forty-nine per sent ol the exports from
the United States to Mexice eaniitt&ﬁ‘af m&éhinary and
metals and metal menufectures, ana fifteen per aemt:wmu vo-
hiales, An intensive drive by the Mexicen government to in-
dustriaelize the country end e hug# public works progrem
have casused & lerge inoresse in axports of maahinwryvemd
eguipment to uakiaa.“ |

Prior to the depresaion, Mexico bought lerge quanti-
ties of foodstuff from the United Stetes, particulsrly lard,
wheet, flour, end sgge. In 1929 Pfoodstuffs sccounted fop
15.3 per cent of the totsl value af»ﬂnitwé Btates exports to
Mexico, but by 1937 the percentage had dropped to only 4.4
ner a&nﬁ.E Msxico has been carrying on @& program to in-
creasse form production and the smount of foodstuffs Dro-
duced in Mexico hss been constently inereesing. This so-
counts for the drop in Pfood guruhaaaﬂ from the United

Btates,” Rearly all of the exports of the United Btates to

*"Mex1co Byes Gains in "%g, " Dsllss Morning
Jenuery 6, 1948, p, 2.

5?@““5; BEG Mbp T QOI
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Mexico within recent years heve consisted of manufsctured
or semi-menufectured goods such ss heavy machinery, auﬁamﬁ~
biles, photogrephic equipment, bicyeles, watches, end mu~
sical instruments, Nearly sll the imports from Mexico
consist of rew meterials such as silver, rew fibers, and
tropical rruita.? Trade betweon the two countries then
has been largely non~competitive,

According to Beeman, the lergest item of export from
Mexlco to the United States is silver., The yraduéhian,@r
silver is cne of the importeant industries of Mexico. The
United Stetes bought $71,051,000 worth of silver and gold
from Mexico in 1937 and $55,248,000 worth of all other mep-
chandise such ae rew flbers, hendicraeft, and troplcsl
rruxes.& The United Btetes is the prineipsl market for
Mexloen silver. Othor minerals ers glso mined in Mexico
end exported to the United States, and the demend for these
minersls is stesdily growing. Teble 1 shows the amount of
minerals other than gold snd silver sent from Mexico to the
United States from 1938 through June 30, 194k,

Imports of lead, copper, end zine, 1t is indicated,
incressed greetly during the war period. Arsenic snd snti-
mony decreaged., A number of other minersals mueh 8% tin end
tungeten vitel to the wsr effort were also lmported and
these could have been obtained only with the grestest

| TInia. 33aﬁman, op. git., v, 6.
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PABLE 1

AMOUNT OF MINERALS OPHER THAN GOLD ARD BILVER

EXPORTED BY MEXICO 70 THE UNITED
THROUGE JUNE 30, 19%

FROM 1938

f@@ﬁﬁ

Number of Tone

Number of Tons

Kinersl 1938-1941 1942-1944

77 T S 2 ﬁ#f};ﬂ@ﬁ

(#751701:3 SR, 1€ # 8&9 265,000

4 § & SO @ﬁﬁ,g@ﬁ 816,000
ArBenit.. ey 'j,ﬂﬁ@ ”3’,"’5@6
Antimony...... 33,000 8,500
mea«nwoutio;« 3‘:&‘ GGQ
Mangeneso, . ... ﬂ&,ﬁﬁ@ AN
Strontivm..... 8,000
FPoldapar,.. .« 3#,3&6
mnnm»nu“wu 3.&’5
MeTOULTssennve 72,000 sflaaks)
Blomuth,...... 326,000 (kilos)
ﬁ'magﬂﬁ%”“m 555

“peuline Kibbe, lain Americens in Texss, v. 7.

difficulty elsewhere,?

Mexico also is normally the principel foreign source

of supply to the United Btstes of chisle, fresh tomatoses,
In 1937 the United States imported s totel of

and bananas,

well over sixty-six million bunches of bspenas and over six-

teen end three-guarter million bunches of these were from

Moxico,

axport come to the United States,

10

Most of the benenas in Mexico thet ere grown for

9Pau11na Kibbe, Latin Americs

10 ”
Hniteﬁ Statee Department of ﬂummeraa of
pertment of Sommerce, A931 Review of

Unlted

Forelign

.LE m pt T?m
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Mexico also contributed meny wegetable and enimsl rew
materigls to the export frede to the nited States during
the wer. Table 2 shows the type end amount of these prod-
uatsall

TABLE 2

TYPE AND AMOUNT OF VEQETARLE AND ANIMAL RAW
MATERIALS EXPORTED BY MEXICO T0 THE -
ORITED STATES DURING THE W

1042 O 1045, IRCLUSIVE

Produst Bumber of Tons
K&WQ&@R S‘ibr@ « » 8 x w4 @ 13&3,}?&'
Ixtrlﬂ FADOZ o & o 4 ¢ &« & v & 28,200
HOW L L T T B T S A 3;@%
Pibre for »ope , . + &+ » +» « 11,500
CottonBeed . . « ¢« « o« o « o 5,066
ﬁimt ﬁkim ¥ & & & & & + s 2’93 ;06@ ﬁk&nﬂ
Animal heir . . . . + 4 +« + « 125,000 killos

*Kihm; 20, m:: Pe TTe

Mexico has been increseingly importsnt in the coffes
trade, perticulaerly in the Southwestern states, In 1937
more than forty-one million pounds of green or raw coffee
were imported into the United Stetes from Mexico,l?

4 great desl of the foreign trede with Mexioo is chan-
neled through the seaports of Texas and scross the border
which is over 1,800 miles long. In 193¢ the Galveston dis-
trict, which includes Houston and Texes City, was the second

nmbm, op. git., p. F7.
mmzw& States Dopestment of Commerce, 1937
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largest shipping distriet in the United States, New Op-
leens was the third lsrgest distriet in exportiig and a
great desl of the trede from this port slso went to Mexico,13
The entire Southwest is vitslly affeetoed by forelgn treds
and without these exports that went through the customs
distriets of New Orleans, Gelveston, and the Texss border,
thﬁ'purahsaing‘paw§r‘af the entire area u&uiﬁ be mueh &mﬁi"
ler, '?@r@ign trede contributes materielly to the well-
being of thisg ares,

~ The principsl items of import from Mexico into the
Inited States are duty free, HNowover, two falrly important
articles, y&tr@l&umwénd éapper, wwra'mftaatma by exciee
texes cnacted in 193231aaﬁ tﬁ@ T&riff Act of 1930 réiaw@
the dutles on & few articles of interest to Mexico, prin-
¢ipally cattle and fresh tomstoes snd peas, Wherever the
goods &re non~competitive, 1t has been the poliey of the
United States to sdmit them duty free from Mexice into
this eaannry.la

The Mexican teriff, on the other hand, is & very de-

teiled one and practically all artiocles of axport from the
Unlted Btates to Mexico ere subject to duties, Within re-
cent years the tariff hes been used for protoctive PUrpOBes

more than for revepue, In the cage of mashinery and other

Dunited Btetes Department of Commercs, Gommerge Re-

ports, Ro. 5, Januvary 29, 1938, p. 111,
1&Xanng, op. git., p. 202,

PEIIYE e
$344 40
il
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equirment and speclalting not resdlly prodused in Mexico |
the duties are moderste; on practically all articles th&t'ﬁ
are mamufectured in Mexico or which Mexico is capable of
memmfaoturing, the duties are high, Practically sll the
tariff vetee were incressed by Mexico in 193&.15

The use of duties to control the rrices of commodities
hes become increasingly porulsr in Mexleo within the past
decede, On June 25, 1937, & decres was ﬁvvmﬁlg@t@d estab~
lishing far-resching control over the produgtlion, distribu~
odities which may be declsred by
the Depsrtment of Nationsl Eeonomy to be of fundamentsl lm-

tion, and yprices of oo

A

portence, Under the provisions of this deoree, it will alsc
be possible to exercise control over imports of commodities
vhenever, in ths opinion of the Department of Hationsl Econ-
omy, such control is necessary for the protection of the
domestic price atruatmrﬁ,lﬁ

This possibility of control over imports to protect
the domestic price structure has besm reelized to a large
degrec since the close of World Wer II, In Janusry, 1043,
an egroement was reached between Moxico and the United Btetes
to facilitete trade during the existing ﬁﬁﬁ&g@nuy and to
rrovide a basls for expsnsion after the wer.1” It was to

run for three yesrs and longer unless renounced by ons of

13;@“"‘%1 * lﬁiﬁ‘é ﬂ vy P 204,
1?§§§.XEE§.EEE££: December 24, 1942, ». 25,



11

the principal parties, It continues to exist elthough op~
position has been expressed to 1t in both the United States
end in maxiaa¢1ﬁ The egreoment affected twenty-nine pen
cent of the total import trade from the United States based
on the figure for 1936 imports. Its prineipsl concession
wes the pemovel of the oil quots imposed by Hexico on the
exports of oll to the United Stetes, The teriff duty on
01l was madu&%d rifty pexr cent slso. On the srticles af-
fected by the agreement, the teriffs were lowsred by per-
centages ranging from seventeen to forty per aﬁ&t.lg On
December 5, 1945, despite this agreement, the Mexicen gov-
ernment put a long list of restrictions upon certein im-
ports, prineipelly luxury 1tems.Z20

The sction wes taken, it was belisved, im the fesr that
the ﬂniﬁed Btetes would “dump” & grest desl of army sur-
plus materisls into foreign trade snd disrupt normsl pur-
chasing twan&&etian&; The ra«ﬁvietiun announcement gave to
the 5&@#&%&9&&& of the Tressury ell powers as to the is-
suence of import licenses, The restricted list includes
such articles as lerd, compounds, plestios, celluloid, rub-
ber, metel and wood toys, chemical and pharmeceutical prod-
ucts, iron and wood refrigerators, iron end steel fupni-
ture, b&th r&zturaa, oiled and waxed cotton alath; argania

mﬁm York Times, Jemusry 26, 1947, . 20,
19%ew York Times, December 16, 1945, p. 13.

20,
Ibid,
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salts, scetylene, insecticides, absorbent cotton, vernishes,
non~eleatric stoves, heaters, ovens, and taaatawa.ﬂl %h&sé
restrictions wore regarded by both Mexicen and American a=x-
porters as violations of the Trade Agrooment,

The rostrictions have dealt a serious blow to exports
of the United Btates to Mexico, asnd the charge has been
made that they vicleted the provisions of the Trede Agres~
ment which epecified that neither govermment would impose
any restriction on importation, sale, distribution, or use
of sny srticle ﬁhiéh is the growth, producs, oy manufecture
of the other country. The restrictions were also charged
with being & violation of Besotion X of the Agreement which
provided for mutual consultation bvefore any such sot wes
@asuad,QQ

The Mexican officisls took the view that the measure
does not viclsate any section of the Agresment, They clalm
thaet the restrictions were nocessery for protecting new in~
dustries, and combatting infletion, 7The restrictions, they
pald, were intended to protect Mexico asgeinst the dumping
of American wsr surplus goods on the Mexican mavrket end to
insure proper distribution of seerce articless, Since this
was primerily & blow et Mexlicen merchants, there was little
protest on the part of the Americsn exporter,

The Civilisn Production sdministration in the United

221p1d,
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Stetes of America sought to establish guotes on axports in
1946 end sucoseded in dﬂing'aﬁ.gg Such gotion raeised the
resentment of foreign traders and latin-Americen customers.,
They charged that the United Btates had forseken them,
American exporters feered & loss of propiige and future
markets, The latin-American sustomers charged thet the
United Statss producers were felling to supply an edoquate
share of aveilable goods., The tr&dﬁra regquested that nor-
mal percentages be rmilﬁwaés The Civilian Produotion Com~
mission stated thet sn infleted foreign merket would drsin
& domestic market, and msinteined thet ite sotion in sot-
ting up quotas for sxports was necessary. The Americsn ex-
portere meinteined thst foreigners must meintsin theip
dollar balence if trade relations were to b@ aarried am.za
The Office of Internationsl Trade of the Commerce De-
partment of Mexico ennounsed on April 1, 1947, thet it was
removing & number of items from the list thet had been re-
quired to obtain an export license, Thers were ovep rifty
items on the list and they included iron and stesl menu-
Pactures, oertein hide and leether products, sutomobliles
and sutomobile tires, snd some chemicsl items,25 By Juns
elghty per cent of the items under the control of export

23Bew York Times, July 14, 1946, Ses, III, p. 1.
24

25

Hew York Times, April 1, 1547, p, 4s,
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licensing hed been removed., In May the Bank of Mexico asked
its assooiate bsnks not to grent credits for importation of
perfumes, Jewelry, redios, high style shoes, fancy tex-
tiles, top-prioce rofrigerators, and sﬁavea.gﬁ This wue &
megsurs egainst inflation. The bulk of these articles
come to Mexico from America, Importers in Moxico com~
rlained sbout such & regueat, but the Bank of Mexico seid
thet public depoeits will be uaed to develop produsts in
Mex100,27

The rogionsl director of the Internstional Office of
Trade in New York City said that the regsnt tightening of
the Mexican markwt was a downward readjustment from post-
war inflation and apéaulatian rather than @ ?ﬁﬁ&sﬁiﬁﬁ;aﬁ
In the meantime, however, Mexico hss developed an unfavor-
gble trade bslance with the United States. In April, 1947,
Mexicen imports from the United States amounted to sixty
million dollars, while the exports were only thirty million
dollers.®? The policy of the Internationsl Bank and the
Americen govermment to help their latin~American neighbor
keeps the oxchenge retio peogged st four and eight-tenths
pesea to the dallxr.39 Ir the unfavorable baslanoe con-

tinues, import quataa of the Mexiosn government are likely

%mm Times, Mey 19, 1947, p. 7. 2l1p1q,
limes, June 22, 1947, p. 28,

3O1p1a.
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to be wiped out altogether end absolute restrictions in-
voked, On December 14, 1547, the United States government
announced itls willingpess for Mexico to impose tariff duties
on all imports Crom the United 3%&&@5,31 This was done in s
good-neighbor gesture to aid Mexico in her effort to steop
the rapid decline in her foreign credit bslsnce, Mexioo
previously had annoupesd its intention to plese a temporary
embargoe on luxury erticles snd increase import duties on
semi~luxury 1 tems , 32

At the end of World War I, HMexican dollar reserves
stood et §350,000,000, In December, 1947, theme regepves
had sbrunk to $200,000,000 and were continuing to shrink,33
It was seid thet the savinge of the

Maxican people were
being used to buy non~ossentisl erticles and wasting eco-
nomic poesiblities., 4 Nationel Import Control Commission
was et up to fix tradse quotes smong the export nations,
In order to pr@v&nt’“hla@k market" practices, the govern-
ment sald it would take responsibility to see thst the ape
ticles affected by the decree would be sold at an officlsl
celling price to be fixed immedistely. The decree pro-
vided for eventusl relexation of embergo and decresses st

future detes, Ineresse in import duties wes to be adjuat@d

31&.1&&9. M News, December 1%, 1947, ». 1,
321p14.
33New York Times, July 11, 1947, p. 8,
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in proportion to the cost of lmpﬁrtﬁé'gaﬁﬁﬁ.B&
Washington holds that the above decree does not chsnge
the basie polley, slthough results were quick in beling
noted, At the end of the first week of treding under the
new deeres, the finance minister announced that the demand
for fmericen dolleryg hsd declined fifty per a@nt.35 Hero-
tofore the huge supplies had been paid for in dollars, and
once the supply wes restricted, ithe demand for dollers de~
eroased, A United Btestes bank executive asld his demand
bad dropped twenty-five per cent, A privete Mexican bank
sald exchange drafts had dropped off slxty per nant;sﬁ
This is the situetion oxisting at the present time,
the end of the year, 1947. %he unfavorsble trade belence
stends at $175,000,000 & yesr,3’ Some stops will bave to
be teken Lo ereate e fevoreble trade balence 1f the trade
of the United Btates 1s to continue with Mexieo., The im~
portence of holding end expanding this trade is obvious,
Attention will be given in subsequent chepters of the study

to weys and means of accomplishing this end.

3%yow York Times, July 20, 1947, p, 25.
351p1d, 361p14. 3rpia,



CHAPTER I1I

NECESSITY OF FOREION TRADE AND WAYS
OF CARRYING IT ON

Recessity for Porelpn Traeds

In the progress of civilization trede hes played sn im~
portant part., The discovery of the Amerions was due to the
desire of Zurovoan countries to dissover s shorter tr&dé
route to Indis for goods produced only there. The exchenge
of goods between countries and between peopls hes been an
integrel pert of the 1life of any country or nf any peovle,
There sre many roasons why s country should emgage in for-
eign trade and these may be hriefly summsrized os followss

1, "Export trede 1s domestic tpade cxtonded, It is
en tntegral part of totel trade. It is profitable,"l

2. fThe Tnited Btetes should engege in expori trade
for the good of the world as well es its own welfare, Nepe-
tofors, the country hes given the majer prortion of its ef-
forts to developing ite own lend and industry; 1te vast
trade potentisls are neceded by the world to help develop
all parts of it.

lpugene Ven Oleef, getting p Irade, v. 3.
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3. Exports help to smooth the snnual businessg murvw.ﬁ
The metter of opposite a@a&onavﬁntera into the pieture for
many manufacturers, partioulsrly those who have goods in
the so-cslled sleck seesons, Tho menufacturer een usc his
off~gesson surplus to supply the forelign meriet,

4, The United Btates in perticulsr produscs fay more
of some productes than the poople of the countery can cone-.
sume, Bxport treds bullds botter msrkets, aids in produs~
tion, and furnishes omployment to¢ o large numbsr of peopley
1t 1s the 1ife-blood of the nution. |

Y. Forelgn trade often suggests new uses of some
gnnds.g pifferent countries heve different ways of life and
cne country may use & product for other things then the

country in which the goods sre produced or menufsctured,

Ways of Cerrying on Export Trade

There ere many factors to be considered in beginning
axport trede with énx netion., In the Iirst plﬁaa, the up-
ﬂ@r%ﬁk&h@ is or should Y& regerded as aﬁ’iﬁtagmai and pepr~
manent part of the whole business, &hﬁ distance teo which
the goode will be shipped will meke hﬂg&hﬂiﬂg orders alow
in coming. The initis) coat of the underteking will he
lergse, end lmportant large returns cannot be realiged in s
short period of time., In the sscond place, the person who
enters roreign businoss is cxpected to continue his treding

Ivid., p. 6.
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sotivitiss, becasuvse ho represonts Americe to his forelgn
puyers, If he falls them, the buyera would look with dte-
Pavor on other Americaen sellors,t

problems assoclated with forelpn trede are nmmerous,
simple and Aifficult, but thet 1s no resson to avold this
typs of trade, It 18 a false assumption on the part of
many people engaged in domostic trade exelusively that for~
oign trade 1s an adventurs into & hard and dangerous bugl~
neeg, The provloms of export trade, 1t is true, ere numer-
ous, but domestlc trede has its problems slso, An expert
in foroign effeirs, s trained staff, and large expend! tures
of monoy may fecilitete foroign commerce, bub thoy are not
neeessary, An exportable product, initiative, paticnse, and
s ploneering spirit ere the nocessary gapentials., However,
foreign trade dows involve a fow techniques different from
domostie trade, and 3 knowledge of these 1s both helpful
and pocded, |

There are & pumber of fastors to be consldered in de-
termining whethor or not & product is axportable, The na-
ture of the product, its shipping qualitles, the forsign
merket potentisl, end trapsportetlion goste &ll enter into
the pieture, Por exemple, the government &t Washington has
requested certain foods to be sent to Europe to relisve

stervation end need of the war-raveged countries. One of

Y1vid.
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the foods most used snd badly needed st the present is Iri&ﬁ
notatoes,” The United Stetes the vast ysar nrodused a
mner crop of these potatoes, snd thers hes been a supr~
plos of them. The govermment hes had & great quentisy of
rotatoes destroyed bscsuse there wes no market for them,
why were these potatoess not included in the “"Priendship
Train” recently ssnt to Purepe, and why have they not heen
- gent overseas to relieve potato shortagss there? Many
reagons heve besn edvanced, In the first plsee, potatoes
doteriorate easily. They cannot bho shipped by bost eco-
nomically beoause toe many of them rot. They freeze
easily. snd they can not be sent from one olimete to another
like whest, Potatoes are bulky, too, and contein a high
rorcentage of water, They occupy much spece that can be
utilized more effielently with other goods. Poreign con-
sultants on the food guestion have reguested thet grains,
oils, snd fets gonstitute ths bulk of the ahipmﬁmta.a It is
more economicsl for the povarnment to pay & support price
on the notatoes to uphold the price level and destroy the
notatoes then to try to ship them overgoss to the stsrving
noople there, Produecsrs of ciirus fruits have met the seme
nroblem that the potato growers have faced,

Onoe & business men determines that he has & product

Sprew Peprson, "The Merry Go Found,” Dallas Mopning
News, December 1, 1947, Bee, 1I, p. 2.

®1ois.
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that is exportsble, there sre five ssles plans open to hinm
through whieh he may cerry on his export trade, They are
g8 follows: direct msil, the axgwrtvaammmanian,hmua@, the
menufaocturer's egent, resident distributors ebroad, aend
traveling agents of the g@vammmmnn.?

Direct mail is the most economicel way of carrying on
export trade, A number of problems arise in connection with
selling by meil, however, Customers must be located, thelr
gredlt records Investigated, and something losrned of the |
firm's reputation, The most common way of lesrning of now
customers 18 through the publications of trade smsociations,
Pirms thet belong to such sssociations ere ususlly well~
esteblished and rolisbls, The oredit record end something
about the firm's reputstion ere sveilable through the Com-
mersisl Intelligence Division of the United States Buresu
of Poreign and Domestic Commerce, Privete agencies supply
et little or no cost such information &8 is necessary o
the prespestive axparterig

The nature of the contecting letter will devend upon
wvhether the customer is & consumer or & distributor, end
whether the commodity sells for large sums or not. The
gquestion of the langusge used, English or otherwlss, will
slso heve to be considered, The ssles letter to a forelgn

Te, B. oriffin, Pr
81p14., ». 156,

of Porsign Trede, p. 140,

neivles
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buyer will necessarlily hseve to be on the semo order es one
used in domestic commerce ~- it must "sell™ the product.

The export commission house serves ai & ssles agent for
meny firms in meny countries. It gives orders and receives
bids for its members., The shipping instructions ers given
exporters by the house, and they slso recelive thelr vey
through the house, The house bille the gustomers, recelives
payment, deducts its commlesion, and then sends the money
to the exporter. Teohniocslly, such transsctions are not
foreign trade, becsuse no direct sales arye mede, However,
there are adventsges in the srrengement. The trsder can
geln some experience without bothering with many of the de-
tails, and ssseciation with the commission house mey lead
to & further expsnsion of trade snd greater oppovtunities,

Nearly three fouprths of 105 menufscturing firms sur-
veyed by the Netional Industrisl Hoard sell sbrosd through
their own ag&ntaeg The remsinder of these firms use the
export commission houses, The monufecturers of highly tech-

.
sngineering knowledge for selling and servieing their prod-

nical lines say thet domestic export houses do not cowmms

ucts. Those who desl direct through their egents believe
that closer touch with forelgn importers ensblea them to oo~
ordinste operations in this country with chenging conditions

abroad wore satiafaetarily.lﬂ

Wew York Times, July 28, 1947, p. 17.

201014,
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The mspufscturer's agent veuslly represonts & helf-
dogen non-compaeting lines in a restirieted forsign terpl-
tory., . Be opereteos on & commission besis, A big dissdven~
tage of this type of business 1les ln the faot thet there is
8 tendency on the part of eny such salesman to sell the
product which will bring him the most mopey, On the whole,

such sn srrengemsnt is pot strongly recommended by good

business pr&@ki@a&.ll

The oxport mansger is similer to the menufecturer's
sgent but he does not trevel., He perforams all paper work
and lesves prepsretion for shipment and sssumption of the

aredit risk to the mepulsoturer, His compensstion ususlly

conpintes of & let fee vlus & commission. Such en arrange-
mont is yogerded as one of the best weys to "fes) one's wey”
into foreign trede,

Precsutions Neoded in Poreign Trade

There are some

speoiel preceutions thot ehould be taken
in regerd to new business in export treds, At times thers
is & Gifference in the produst mspufectursd for howe and
foreign markets, Por exempls, some oountries have laws ro-
gquiring drivers of sutomobiles to keep to the left instead
of the right. This calls for s ¢ar with & left-hsnd drive,
In some countries color playe en important part in the sele
of goods. There are some plsccs where shipments ere made by
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pack or by smsll plane. This necessitates the crating of
goods In pert and not as & whole un&t.le

With soms srticles the packing and packaging of them
for foreign shipment 1ls different from that for domestic
trade, There 18 very likely to be & need for extra protec~
tion against molsture, hest, and cold and handling. 1In many
instances, reinforcement with steel bands ls sdvisable,
8hipring dehydrated sweet potatoss to the armies on forelgn
soil during the receént wer is en illustration of some of tha
difficultiecs encountered., It was necessary to send the
product in sealed conteiners to protect it sgeinst moisture
end change of tempersture, Shortege of tin made 1t impos-
gible to got this type of contsiner, and verious types of
lamipated paper wers ua@a¢33

All goeds going into a forelgn country mst pass
through the customs office, Sincs meny countrics use dif-
ferent aystems of weights, 1t 1s necessary to follow the
messurements used in the country to which the article is
shipped, The weights should be clesrly marked onm the out~
gide of the boxse or conteliners so thet there will be no
unneceagary delay et the customs ofi'les,

Correspondence csoncerning treds relstions presents a

number of problems, and pleys s grester role in foreign than

121p1d., p. 30.

131nterview with pagker in the Gilbert ¢, Wilson Lsbora-
torles, Inec.
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in domestic business. The distspces involved, differcnces
in charsctoristios of neople, oustoms, lengusge, end philos~
ophies 81l play s pert in the correspondence, The gusetion
of language 18 vory important Deceuse Amoricans ars known
&8s pon-linguists, Awmericen business flrms sre often asked
to enswor in English bacause of thelr defiolensy in language.
The risk of misipterprotetion is grest. The wordimg of the
letters to forelgn firms or customers awnnot.alﬁaya be as
blunt end unconventionsl a8 somotimes woed In domestlc
lotters. A grest desl of stress 18 plaged on courtesy in
some countrics, ospecially thoss of the latin 5&@%1333‘1&

In sdvertising goods Tor oxport trede, the same orin-
giples apply s8¢ thoss sovepted for domestie commerce, This
problem 18 usually handled by an advertising sganey which
handles all ﬁanaiiaglﬁ

Pistinetive 2?&&@3@#&& érs good aﬁ#%rtzaimg, but they
should a}wafw e y@g&ﬁ%@ﬂ%ﬁ in ths oountry with which trade
ie cerried on. The Buresuy of Poralgn end Domestic Commerce
een supply information relative to the lawe abrood which mey
gffect Americen GOEmMEreo.

The orgenizetion set up for hendling domestic trede,
1t is indiocatoed, forms en effective pwelsus to teke care of

the beginpings of foreign treds, A# volume incrcsscs and

Yhgratfin, op. gif.s D. 145,
¢ York Times, Februsry 2, 1988, p. 12.
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complications arise, a sopsrate oxport department to hendle
611 details may be sot up,

Informetion Alds to the Would-be Exporter

There 18 a wealth of informetion available to the bo-
ginning exporter on foreign comuoree and all of its aspects.
The information 1uv¢ap@nﬁ@b1@ and fortheoming promptly.

The Buresu of Foreign and Domostic (Qommerce hss numer-
ous subdivisions, All of these sre staffed with experts
who snpwer all guestions withﬁut eny cherge from all who
gere to submit them. There is no bspeut of exporting snd
importing that falls outsids these departments' reslm of
sotivity, The Buresu compiles 1n£armﬁtién from all parts
of the world., It has field offices in the 1&wg@r cities
and cooperstive affia@akin nmany aaeandary:a@ntera. 0o~
cesionally sn exporter thinks he can do better by writing
dirsct to some government agency abrcaaf' This in a misteke,
The date in Weshington are clessified and systemetically
filed, covering commodities, laws, orsdits, finence, snd
8l) soncsivable aspects of internstionsl ﬁ#&ﬁ@. Through
the Exporter's lIndex the exporters ere brought in contsct
with trade possibilities by exhibits of forelign buyors,

Another excellent source of service comes through the “World
Trade Directory Report,” whioh is compiled by the Commer-
¢ial Intelligence Unit of the Bureeu, It is compiled from
detas supplied by the Awmericen Consulsr Bervice of the Btate
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Department, It presents in hrief a ploture of th@,husin@ﬂ&
orgenization of a prosvestive buyer of American goods and |
indicates reliable and aveilable scurces of informstion,
There are detsiled reports covering ahout sixty-five per
cent of the more than one million nemes 1istaﬁ.15

Two governmontal agencioes which will sssist the bo
ginning exporter sre the State Department and the United
States Teriff Commission. fThe former is concerned with the
sconomie relations as they affeet foresign relations. The
United States Teriff Commisaion watches over the ﬁ@@rinan
teriff aystem and that of othar nstions, It will investi-
gate somplaints sffecting the relstions between the United
States and other nations. Another ég@nay ;a the Troagury
Department, which directs and controla th@vauatmm» sorvice,
The Federal Trade Commission is concerned with forelgn
trade sctivities which would involve unfair trede practices,
The Export-Imnport Benk ssaists exporters in meeting foreign
competition, srising lsrgely from the demands by foreign
buy&ﬁa for exceeptionally long eredits, It also makes sub-
stential loans to foreign countries with the understanding
that the money largely will be spent in the United States,l'

Trede assoclations are a help to the beginning exporter,
They have periodiecsl meetings, exchange ldess, and vrovide
& medlum for learning about different foreign firms, The

161114, , p. 188,

1?g§g‘xgrk Times, December 8, 1945, p, €,
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Chembers of Gammﬁréa afford holp to members in some of th@“‘
lerger citles. The United Stetes Ohamber of Commoerce h&#*é
foreign department whioch publishes trade figuras and from
time to time specilal bulletins on important leogisletion,
Many banks in lerger ecities have foreign depsriments ahramgh
which much asslastance is reesived, A few banks have thelr
own brapchos sbroasd and handle business dlrsct.

There are oredit bureasus whose business it 18 to so-
curs tho exsst finsnocisl status of forefgn olients, The
botter known of thess bureaus are Dupn and Bradstrect, Ine,,
the American Foreipgn Credlt Undepwriters Sorporation, and
the Foreign Credit Interchsnge Buresu.

Indigpensabls literaturs for s&ll oxportars includes
the following publications of the Hursan of Forolgn and
Domostie Commerce: (1) Export epd Import Practice, which

ie a practical, olear-cut, dirsct, simple, and well-illus-

trated reference work with reproductions of various stand-
amd forms and other documents commonly used in export and
import trsnsections; (2) the modern g@ggggwgggg;gg, which
presonts the latest information on pecking for export ship-
ments (3) the Poreign Commorge
compact form essentlsl economic data relative to the vrin-

cipal natione; (4) the Porelgn Qommerce Weekly, which aids
the sxporter in keeping up to dete on importsnt changes in

sarbook, which presents in

rogulstions ebroad. All of thess publications msy be
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parchased from the Buperintendent of Documente in w&ah&nb
ton for slight waﬂn$®¢18

Among non-government publications, the KT ]
Syclopedis is & rellesble and velusble bool for b@@imning exX~
parters and oxperisnced onos as well, Bvery exporter is

interested in knowing who buys for foreign consumption, anﬁn
& weekly journel, Puyers f :
a8 well as current thmughﬁ on forolgn trads, QQL’ﬁgggiggﬁ
Zxporter primarily 1s & medium for circulsting &d?ﬁ?ti&u»
ments of menufaseturers who make products for axport.

> Export, has this 1nformﬁtian 3

The foregoing discussion of the neeessity for foreign
trade and some of the rroblems which the begimmer asnd the .
exporienced exporters meet has been mede from a genoral
standpoint. Individvel problems will differ with the varis
aﬁa countries end knowlodge of the peads of esch cen be
gained only through individual study of trede rolstions
with each nation, Fa% this resson, information hes been
sought on soms of the problews cons fronting the Americen ex-
rorter to Mexico, To get this informetion, pergonal inter-
views were sccured with verlous sgencies in Dalles, Texes,
which carry on trade relations with Mexisco and through 1it~-
creture on the subjfect of trade reletions betweon Mexico &nd
the United States.

la%n Glﬂ@f, g‘ﬁb m:ip PP #1"‘3‘3:
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Probloms of an Exporter Treding with Moxico

Belore eny discussion ¢an be undertsken concerning
trade reletions with Mexleo, some informstion should be pre-
sented concerning Mexicen lows and sttitudes toward forelgn
trade, These stem {from colonisl practices and Irom those
of the Diag regime,

The Spaniarde, originel conquercrs of Mexico, came not
to bulld new homos but to expleit its fewed minersl wealth,
Fabulous storles hed reechod Bpain concerning precious
stones and gold which were to be had without much effort or
expendliure, bUhen the explorers found thet tholr droems of
geld apd preclous stones were pnot to be realized, they
turned tholr sttention to snother great source of wealth -~
cheap labor, Mexlico did heve some gold, but the ore had to
be dug out of the ground snd processed, The natives of
Hexico wers used for slave lebor, aud the waalth of the
country wes dug up, shipped oui, snd the procecds used oute
side the couniry. Setets psints s pilceture of the situstion
at the beginning of the nineteenth century:

Commerce wags limited to the intorchenge of

Spaniah manufactured products for rew matsriels;

production wee strictly limited to goods which

In the nends of & fow Bpsnievds.id T ocvmlated

Wot one penny of this money was spent in sny effort to

improve the living sonditions of the people of the eountry,

1940, p. ‘m. -
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or to help them in ény way, The Mexicans weye regarded s
én inferior race asnd 414 not have any rights of ocitigen-
ship, Thelr status was that of peéons; they did not own

the laend snd they were paid little for their sorvices ss
leborers,

After independence finally was achleved from Spain,
Mexice “"exchsnged its former unjust but steble colonial
eeonomic dependence for an unstsble end rapscious explolba-
tion by foreign adventurous capital.“ﬁo Undor the leader~
ahxﬁ of Porfirio Diez, who wss ruler of the country for more
than thirty years, foroign cepital wes invited to invest in
Mexico., fThis espitel wes direoted principelly %o the ox-
ploitation of neturel redourcos which were produced, not to
satisfy the needs of the Mexicsn population, but to satisfly
the needs of Buropesn dr;ﬁm@riean mapufacturing industries,

With the pretext thet Mexicen capital wos
wanting, but really in considsration of big profits
énd substantial royeltioes, foreign capitalwes

granted concessions in railways, ports, mines, oil,

and lend, during the long presidency of Porfiric

Diae, Even small industriecs and sommertse wore abe

sorbed by that eapitsl, as it elone was fevored by

sxomption from taxes and other privileges, Phe
great majority of Mexiosns could only hope, in their

own country, to esrn & sslery or e wage, . . ., In

raelityﬁgga Mexican wes en outcast in hie own

country,.=-

The results of this poliey of exploitation heve beeon e
feeling of resentment on the psrt of the Mexicans toward

foreign capitel end foreign trade, The neople of Mexico

201m1d., p. 171, 21yp1a,
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fﬁvaltaﬁ egainet the Disz regime and all that it stood r@rl

in 1910, end have discoursged fuprther exploitation, The )
government hes gone so fsr &s to emact protective logisla-

tion which forbids foreigners to eegquire lsnd or waters on

& strip one hundred kilometers wide slong the frontiers end

fifﬁy kilometers wide slong the coasts. This i8 a mere re-
statement of old regulations existing in Mexico since the

early days of the (olony, But the so~¢elled Altens land

law goes farther; 1t orders that no rovaismmw should eu~ !
gquire or control lasnd for Bgrieultursl, mining or oil pur~ i
poses, unless he agre

¢s not to ask his home government's
protw&ﬁioh in metters perteining to this property, Under
no circumstence osn & foreigner own fifty per cent or mope
of the stock of compenies for the exploitation of Mexican
farming 1&ndq.2? This provision extends to trade opere-
tions of 81l kinde and Mexicen lebor laws provide that only
Mexicans can engege in direct foreign seles transsctions.
The foreign trsde representative of any firm to Mexico,
then, must be & Mexioan,

One of the first problems thet the exporter to Mexico
meets with, thersfore, 18 the selection of & personsl sell-
ing sgent who will be the representative of this firm in
Mexice, PFirme vsually sdvertiss for applicents to be
treined in the United Btates for the job of salesman in

“2Moises Baens end Herbert I. Priestly, Some Mexigs
P .,.:,i s+ Do 2?‘.
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Mexico, The epplicent 18 brought to the United Btetes and

trained for specisl problems such as relationship between
employer snd employee, seles tscties, reports sné records
Tor the firm, and more then likely, much tutoring in the
Mexican laws under which he will be opereting., The men will

be chosen for his sbility, his personelity, and the rossl-
bilities thet he possesses for future use in the exgannien'
plans of the compeny, The msnner in which an applicant is
chosen, the work that he does and that his company expects
him to do, end msny phases of the exporting business sre
given in the following interview with the msneger of & large
axporting firm in Texss, who reguested thet neither his own
neme nor thet of his firm be used in this peper, The menagey
18 quoted becsuse his own words paint the ploture more
elearly then it could otherwise be presented;

~ Our firm is & well-established business of the
United Btates and desls with export trade in Mexico,
The wer has shown us thet we must expsnd still far~
ther and we are giving perticulsr sttention to this
ﬁbnﬂﬁr{, We sereen our trade reprssentatives very
carefully for these ressons,

The applications for the job will be numerous
end seleeting the right ones for training will be
diffiecult, After selecting them we may have to let
some go and attempt to find replecements. After
thelr training ls complete, we shell put them to
work in the export division of one of our offices,
Preferably his work will be in an office which
handles the bulk of our Msxissn export trade,

In this office the men will get & working knowl-
edgs of the structure of our getup in the home office,
This is the office he will be doing business with
after he 1s settled in Mexico. This is perhaps his
most veluable treining. The length of time he will
spend in this office will depend upon how soon we
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need him in Msxico, His eptitudes and Progress as
shown by his work in the office will slso be & do-
termining factor,

The firm will mske & direct sgreement with him
by which the business will be transscted, Ne in turn
will hire his own subsgents snd speoialty egents,

The number of these agents will be determined by the
size of the territory essigned and the demend of the
people for the goods he is 82lling. The subagents
end speclslty agents are employees of oup agent,

They ere rosponsible to him and not to u®, noy are
we in any wey responsible for their scts, Our sgent
will be located in some eentrally located city around
which will be his exolusive territory. By our oon-

~ tract with the salesmen he is estsblished ss » com-
mission broker under Mexican law, The eontract is so
worded that we ars not at any time subjost to Mexicen
lew or its penslities., The agent is furnished all

the selling materisl plus sny ssmples he may want,

It may be that we shall want our agent to £111 & :
double capscity, We may want him es contact man for
us in securing rew msterials for ocur menufacturing
plante, We mey use him to sesure finished produects
of Mexicen origin which we oan profitebly sell in the
United 8tstes, If so, our relations with him will
teke on a new engle, Blood being thicker then watey,
it is quite likely thet he will try to make seorot
profite on what he sells to us from his native coun-
trymen. Bis deaire to make & profit is not a dis-
credit to him, but when he becomes a rurchesing agoent
for us end uses his position in the gompany to profis
to the disadventage of' the country -- well, thet is
geing too far,  This type of aspociation has never
proved to be very successful, and we nover use it un-
less under very spoclsl civeumstences and with & re-
lisble snd trusted employee, :

, - With the establiskment of ouy agency in Mexioo,

we can expect business to grow considersdly, In the
past our business hss bsen bandled by persons whoss
business was to look after trade interecsts for vari~
ous firms. A reprosentetive who gives all of his time
to our business will bs expected to expand ssles,

The selesmen will trevel over the territory as
contact men for the firm asnd for his own benefit in
relations with his agents, While ho mey 4o no more
then serve as sontect men for the firm, he 18 s
valusble msn in goodwill,

After the salesmsn is established, meny of the
orders will come from the pustomers themselves
or the subsgents. More then likely the letters will
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be in Spanish, This requires Spanish transletors in
our foreign department, These spesial sssistants

are not the expense they would seem to be at first
thought, Any city of eny sige in the United BStates
has & colony of Spenish-speaking citigens, who are
capable of doing stemographic work in eddition to
their job of trenslation. Oftentimes the customers
will reguest the epswering letters to bhe in English
&8 there is less danger of misunderstending.

- The arder will go through the reguler channels
of our bullt~in department for handling foreign ore
ders, It will not be possible to consign the goods
direetly to the uiltimete consignee, It will be nec~
essary to consign them to one who is caelled & customs
brokey, a commission egent at the port of entry into
the gountry of Mexico. He 1s not our choice but the
¢holcs of our customer. In the initisl order the
agatgﬁﬁr indicates to whom he wishes the goods con-
sligned, , -

The necessity of sending the goods through this
brokor is oné reason for the high cost of Americen
goods in Mexico. The services of these brokers are
rather high, It would be well if theoy could be
eliminsted from the export business, The broker
regeives the goods from us, werehouses them, and
waits for the ne¢essary oorrespondonce from the
party who wishes to buy. When the papers for the
reloase of the goods are received by the bwrokor,
he consigne the goods to the customer. The broker
secs them saefely through the customs end nays any
duty that may be asseased. QGolng slong with the :
goods to the customs broker will be an sxport declars-
tion, which is required by customs laws, and & copy
- of the invoiee of govds. The required oxport declare-

tion lists the goods in the shipment, Also on the
oxport declaration is & Department of Commsree com-
modity number gssigned to each different cless of
goods listed, This is nocesssry in order for the
American oustoms officisls to check and see if eny
of the goods are atill on the controlled exports list,
Thie waa more important during the war then it is
now, yet thepe are some very important meterisls
still on the list, ,

The two most frequent methods of payment should
be understood thoroughly, One method reguires the
sending of & copy of the involce along with an ag~
ceptence drsf't for the amount of the shipmente to a
bank designated by the oustomer, Upon receipt of
these doouments, the bsnk presents the draft for
payment, The customer accepts the dralt in writing
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by which he promises to pay in ninety deys. He sends
his copy of the involce to the customs broker, The
hank notifies the firm of the acgeptancs of the draft.
The firm in turn sends ten copies of the invoice to
the gustome broker. This mekee eleven copiles which

is the reguired numbeyr the customs broker must pre-
pant to customs officlele in order to get the goods
released for shipment across the bordey. The bank
r2tains the sccepted draft which it presents at the
end of ninety deys fﬂrﬁﬁaym&nt. The customer pays

the benk and 1t sends the monsy to the firm, It ip
impossible to colleet & bill by suis. |

The method vsed most frequently is the sight
draft method, In this case the firm sends ten coples
of the invoice attsched to 2 sight draft to the cus~
tomer's bank, Upon payment of the draft the banker
gives the ten coples of the invoilce to the cuatomer,
who sends them %0 the broker, This is the prefera-
ble method beceuse the customer cannot get the goods
until they are peid for. The broker then consipgns
the goods to the customer, and the deel is com~
pleted, PFrom the border the goods will go by truck
or rail, probsbly the latter.

Some firms use the parcel post system, but it
is not recommended., If & paockege is lost, the Mexi~
can esuthorities refuse to investigete or meke ro-
muneration until after the lepse of & six months'
period., If sent by this method, the Mexicen post
office officlels sct as custome ggonts, Vhen goods
are shipped by eir frelght, customs ere cleared at
the airport of destination, This new method of
shipment is gelining in populerity snd importance es
the export trade grows, L

¥hen Mexlico chenges its customs regulstions,
the notice of such & change comes out in the officiel
government paper. The eppesrence in this paper mekes
it lew, If enyone fails to see it &nd runs afoul of
the lew, 1t is his loss,

An example of the lmport lews is found in those
relating to the duties on a fountein pen, Ninety per
cont of the custome duties ere assessed by welght,
Any plastic materisl 1s assesged elght pesos ; 1,60)
for ésch 2 1/2 pounds. Teke a fountain ven, for ox-
smple, with & plsstic berrel and & golé point or e
heavily plated gold point, @old articles sre ss-
sossed eixty pesos ($12.00) for esch 3 1/2 pounds,

The eustoms law says that if one erticle contsins
two or more meterisls, such s the above example,
the duty will be figured on the highest rete. The
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duty on ready-made apparel 1s thirty-five conts on o
the dollar. Importsd gaeda, under this system, com~
mand & premium price,2

The foregoing discusslion was from & men expoerienced
in all pheses of Mexicen trede., It iz epparent from the
many details thet he hes given, that export trade with
Mexzioco embreces 8 npumber of problems thset are not met with
in domestic commerce, Another interview with the mansger
of a firm carrying on trede with Mexico added to the de-~
tails given in the sbove discussion, Reguesting likewise
that his name esnd the name of hie firm be withheld, thie
export menager hed this to say about the Mexiesn jobber

The Mexican Jobber is one of the most ilmpor-
tant figures to be dealt with in the business of
commerce, The capltal of foreign commercisl deal-
ings is Moxico Qity. Moexico 18 & nation whose sys-
tem of distribution is extremely poor. The jobber
is the men upon whom falls the profitseble enter-
prise of dlstribution., Possibly nowhere in the
world is there such & doubling up of the job of
handling goods bofore they resch the final consumer,
while the days of the jobber are fading fsst in the
United Btates, his imporsance in Mexican business
is just now being felt as & factor to be reckoned
with, BRls importance will grow ss the industriasl
development progrosses,

The jobber who hes been in business for & num~
ber of yesrs ie the man we try to contact, He will
be well informed on all the letest povernment di-
restives concerning the newest programs of construe~
tion, He will be in contact with provincisl mepr~
chsnts who would not be soguainted with uve or our
firm, We have found that working through a jobber
is the best way to got on the inside of the nmarked-
ing system of the provincess, Merchants from the
provincaes come to Mexico (ity to got thelr goods
which sannot %2 supplied by the losel region, They

231ntorview with export mensgeor of & flrm whose name
is withheld by request,
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come to the same one [ jobber] year after yeer, This
is our lead into the interior which ls the most i
lucrative {leld for the seller today, Within recont
yoesre a large number of tourists have visited
Mexico and have gone into 8ll portions of 1t, Meny
~ of the goods esked for in Mexico (Oity from the deep
Clnterior of the country are those whiclh the Mexiocsns
have seen the tourists wearing or driving.

- If the business becomes profitable enough it
will pay us to establish & corporation, The best
advisers, and perheps dirsctors, we could have will
be drawn from the people we have done buziness with
for the past decade or longer., The lew in Mexico
reguires thet the contrel of the corporation be in
the hands of Mexican nstlionals, This demsnds that
at least rifty-one per coent of the stock in any cor-
poretion be held by Memican lnvestors, The mixed
aorporation, wherein is comblined Amsrican and
Mexicen cepital, is the most desireble form of in-
vestment in the expanding industrial growth of the
eountry. Therc ere two reasons for this: one is
that both government end industry welcome such an
arrengement. Another is that this method t@nﬁg to
bring in technigians who sre in greet demsnd,”

The most decisive conolusion that can be drswn from
the foregoing discussion on ways and means of getting ce-
teblished in tradc with Moxico 1s that there are & great
meny details and mueh red tape, However, the obstacles
sre not too great and any firm with a well-organize d and
well-established system of domestic trede will find that
thles system is an effective nucleug on which to bulld for-
elgn trede, Many of the precsutions eet up Ly the Mexicen
gmvernm@nﬁ ere due to the aysism of sxpleitetion %o which
the ﬂﬁxiﬁén natlonsls have been auhjaut@é in pest times,
The Mexlcen still has a fundamental distrust of "Yenkee

QAXnt@rviaw with mensger of an export firm whose name
is withheld by regquest.
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traders.” 4s trede incresses between the United Statos aﬁé
Mexlco, this feeling will subside if the practicoes of gmea f
business sre applied to the activities, and 1f the Mexiocsan
naetionel is trested as an aqual end not &8s an infertor to

be taken sdvantegs or,



CHAPTER IV

ABPECTS OF THE MEXICAN MARKET AND THEIR
IMPLICATIONS FOR EXPORT TRADE

In ordor to understand the present trade situation be-
tween Mexico end the Umitaé States and its possibilities
fop rutﬁra d@Vﬁlﬁpmwnt, it is necssasry to study some aa-
pects of‘&axiean 1ife and tha&r implicetions for axport
and import trade, The physical geography of the country,
the naturs Gf the products rasised or produced, the living
standard of the p@apla, the needs of the people, the ox-
tent of education, the attitude of the govermment, laboyr
legislation, tsrirr legislation, and the financial strength
of the country all influence in ono way or enother its im~
port and export trade, The purpese of this ohapter ie to
meke a study of these differont aspects and theilr influ~

&noe on yestordey's, today's, and tomorrow's trads,

Geographioal Pactors
Moxico adjoins the United Ststes on its southern bor-
der end lies between 14' end 32' 40" p, latitudel It has
&n arca of 750,000 aguare miles, whioh is spproximately
three times the size of the stats of Texan. It is a long

lﬁ@&m&; gﬁt Q;E:; e as;
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narrow strip of land, no psrt of which is more then four
hundred miles from the sea, A2 fer &s the country's leti~
tude is concerned, it should be g troricsl snd sub-tropical
climste, and the vegetstion couvld be expected to be lush
end of great productivity. In reslity, only fourtesen per
cent of the country is even potentislly srable, end this is
d¢ivided into areas, troricsl and auh~trcpimal.g The tron-
leal regions ere the fertile slopes and coasts of the coun~
try and should produce & large surplus of products for ex~
ports, but the high tempersture and humidity, the poor liv-
ing conditions, end the tropicsl diseceses hold down produo-
tion,

The non-troplesl arecs consists lergely of a central
platsau, in which is locsted the Oity of Mexice and on
which & large pert of the populetion live, Here tropicsl
disegses are unknown, the climete is agreeable and much more
healthful, and labor is plﬂgtiful and affiaianﬁ.3 The pro-
ductivity of this region, héwmvar, is limited by lpsuffi-
clent reinfsll enéd insdeguate water supply for irrigation.
211 the importsnt sourcses of irrlgstion sre locsted in the
tropies, where there is sbundant rainfell, Kibbe stetes:

The result is that, prior to sgricultursl ad-
vances of the past few yesrs, the Mexicsen people

lived msinly upon nproducts which they could obtain

only from the geven end one<half million sores of
irrigated lend snd twenty-eight snd one-half

21vi4, 3givve, op. git., p. 41,
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million acres of dry-ferming lend., In other words,

for pumerous and verled good ressons, less than

elght per cent of the total ares of Mexico was un-

der cultivation to clothe snd feod 1tes twenty-two

million p@opla¢“

Mexico, s is appsrent from the statistice given by
Kibbe, could not bhave produced sny lerge supply of sagricul-
tursl exports for the resson thet the supply wes not ade~
guate for the population of the country, Geogravhiecal
froators, then, heve prevented large agricultursl exports,

Mexlco originslly wes regerded 88 & febled land of
mineral weslth, The lure of gold nuggets snd precious
goms was the thing that caused the early explorstion of
the country by the Spanisrds. GOrest minersl weaslth has
been found in the country, but silver instesd of gold hus
been the predominent metal., The explorers who sought gold
were dissppointed, in not finding it scsttered over the
surface of the earth, but they found it in the ground and -
& large supply of cheap lebor with which to mine 1t. As ﬁ:
consequence, Mexico's export trede has lsrgely consisted of
minersls, &nd it i’ one of the world's lsrgest sources of |
silver, FHowever, the country lacks some Key resources necess-
ssry for the development snd industrislizetion of the coun~
try, Mexico has no great cosl reserves, esnd only nﬁa,cen'
of ite olaimed 6,000,000 horsenower in weterfslls has been

dﬁ?@l&p@ﬁ.ﬁ Petroloum snd its products have become one of

E}; biﬂo,; T ‘”’Ec

Chester Lloyd Jones, "Production of Weslth in Mexico, "
The Apnals, Merch, 1640, p, 56,
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the lesding sources of new wealth since 1900, In contrast
to the metsls, most of which are shipped out, & large p&rt’
of the petroleum produced is used within the Republic,
8t111, the o1l end by-products exportad have resched sl-
most twenty ner cent of the total exports, meking mineral
products represent over seventy ner cent of Mexico's ox-
marta.ﬁ

Within recent years a strong effort hes bheon made by
the government of Mexico to expsnd end diversify sgricul-
tural products, Attempts have been msde to plsce & lsrge
part of the land in the hands of peons who have heretofore
worked on lerge hsclendes for absentee lundlords. Ststis-
tlea reported by the United Ststes Department of Commerce,
however, show thet no importent ineresses were made in the
growth of foodstuffs over a period of twenty-five years,
1910 to 1936. The smount of corn rsised in this reriod ao-
tually decreesed from 81,069,000 bushele in 1910 to
65,196,000 in 193€. Rice inersssed in yield slightly, but
the yield of beans in 1936 waus 3,914,000 bushels sompared
with €,469,000 bushels 1n 1910.7 Commerciel orops, coffee,
suger, and chickpeas, &ll mede substantisl increnses,but
Mexico must be considered as & "buying" netion insteasd of
8n exporting one as far as foodstuffs spreo concerned for

some time to ocoms, (eographicel fsotors, then, play an

?Bnmteé Btetes Depsriment of Commercs, Foreign Commerce

earbook, IT (1938), 28,




by

important partin the Mexicen merket snd our rotentislities
for selling there,

Populetion Factors

The type of peorle in Mexico snd their é@@uy&ti@na me -
terislly influence whet the country buys as well ss sclls,
Due to the poor systems of trensportation and communica-
nion,‘nﬁ sscurats census has or could be taken but the most
common ¢stimaetes place the populestion st more than twenty
millien, The people, scoording to Bech, mey be loosely
divided into three main classifications, Spsnish, HMestizo,
and Indien,® Conservetive estimstes divide these three )
grours into twelve to fifteen million Hﬁstimwd,‘wna million
Bpanish, and six to seven million Indiens, - The Mestizos
are & mixture of Indian and Spsnish bla@ﬁQ The msjority of
the weslth in the country bss been concentrated in the hends
of the &panibh veople and the Indisns have from the serliest
days been psons who have owned no land end lived in the
simplest ways. The Mestizo element hss been the grest mid-
dle clsss thet have graduelly takem over control of the
country, but the renk and file of the people of Mexico have
been the poor snd 1lliterste., In 1910 ninety-five per cent
of the Mexican population who tilled the soil did npot own
eny of 1t. In 1930 there were slmost five million acres of

_ Cprederico Bach, "The Distribution of Weslth in Mexi-

co,” The Annels, Msrch, 1940, p. 73.
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land In cultivation, and over eighty per cent of this was ,
in lerge eststes. More then thirty-five per cent of these
egtates had an arss of more then 25,000 aavaa.g

The growth in population illustratee the slowness with
which the country has developed, The populaetion of Mexico
in 1824 was estimeted to be 6,500,000; in 1936 1t was
18,852,086, 1In the United Btetes the populstion in 1820
wag 9,000,000, only thres million greater then that of
Mexico. In 1937 the populstion of the continental United
States was 130,000,000, The porulation has incressed in
the ratio of thirteen to one in the United Btstes and only
three to one in Hﬁxiaa.lﬁ

Btusrt Chass, who mede an extensive study of the Mexi~
¢en people, calls them the "machineless m@n.”ll Thig is be-
cause their hands heve been thelr tools for labor to a
large extent, The country hes become famous for its handi-
eral’t work, Phillips says:

Although the hendicreft industries do not rank
firet in value of cutput, they &rs certainly smong
themst interesting of Mexican enterprises, Hers
in & lend which has the sntiguity of Egypt the
traveler lp intrigued with the myrisd of products
of manusl skill which are offered for ssle in the
markets of Mexlco City -~ the brilliasnt ssrspes and
blenkets, the exguisite lace and embroidery, the

hand-tooled lesther, tiny dolls whioh have been
woven with fine thresd ebout sn ordinary pin, the

91pid., ». 7,

10manuel Gamio, "Geographic snd Socisl Hendicaps,” The
Annsls, Mereh, 1940, p. 7.

1l8tuart Chese, Mexico, p. 14k,
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elaborate wood cerving, the hand-beaten silver, and

ggggifiéwhiah wag movlded on e primitive potterts

Chese slso draws & pieture of & typical Mexican town
in which is shown the preveiling pattsrn of 11?& in rursl
Mexieo. The typicsl town, Tepoztaln, is loecsted &ix thou-
sand feet sbove ssa level in s mountein valley, The valley
embraces & few square miles of arable land, The town is
overwhelmingly Indisn., Rveryone spesks the Rahuatl (Agtec)
tongue 88 well ss & verying amount and gquality of Spanish,
Thepe are fewer then fifty people who show their white
blood. Tepostaln existed before the comlng of Cortez, Its
cutside influence, little &s it is, has been derived from
the visits of some of the natives to Mexico Gity who re-
turned with now idess, The town is vrimarily for living,
vlaying, and trading., The netives go outside the town to
the forests snd flelds to work,13 They own their small
homes, meinly through inheritance, but the srable land is
held communslly.

Like Russien villages, there sre rows of huts, one
enormous colorful church, end the merket whers the produce
is spread in the dust, Iife is & fusion of the Azteec and
the Ceatilien. The town hes no rovenue, The only time any

ecllecting is done 1s when the state tex collector comes

124, ogden Phillips, "Manufacturing in the Pedersl Dis-
trict, Mexico," Geography of Middle Ameriss, p. 81,

131bid., p. 126,
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with & gun on his hip, staying long enough to defrsud the
g&apla;lg

Time is measured by sun and c¢limste, not by clock., Mexi-
cane heve no sensse of time., It proves to be too much of a»
tyrant with them, 15

A thoussnd miles from this typlesl Indian village we
find z2imost the seme conditions existing in Yvostan in the
midst of the henneguen fibre plantetions. In times of do-
prossion when the workers heve nothing to do, they simply
stay et hom2 end wait for the production of henneguen to
begin, The meain differencse 18 in the Lype of work done on
the land owned communelly; customs and morss ere much the
seme all over Mexice emong the common people,

These villeges sre self-sustaining wiih a8 menu that
ineludes corn, besns, sguash, sggs, chickons, turkeys, wild
geme, and choeolate, Ne one is ever very bungry. Famines
are unknawn.lé

Contributions from the machine age Lo the Moxlesn
family's possessions inelude sewing mechines and squere
tins. The lstter once contained oll or sleohol and is now
uged for weter or flower pots or brasiers, The Indians
have never been educated in the phileosophy of scquisition,
The rise of their nisighbors to better homes, clothes,

1“;.?2;@#’ r., 128, 12:&1“;.‘2*# p. 129,
iém-: p’ 128;
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furnishings, and such lesves them uninterested, Their
"wentlessness” is the deepelr of svery traveling sslesman,

&8 to clothing, both the EBpaniurd and the mschine heve
maede wide inroads, A half eentury sgo the mejority of ths :
women wore & homespun skirt end & homespun eloth for a h&&ﬁ
covering. This cocstume 1s rsrely seoen todsy, About the ﬁniy
Aztec article which remsins is the sandsl, Many articles
are & fusion of the Aztsc snd Bpanish elements. The serape
18 & bright-colored blenket worn by platesu men, It serves
es an overcost during the day snd as & covering et night,
The reboso is the shewl which Indisn women wear over tbeir‘
bheads, They also use 1t to cerry bebies, The men weer |
shirts, blouses, snd trousers which are msde by the women
from bolts of white eotton cloth.,l7 This is where the awwé
ing meschine is needed,

Mexico hes the bighoest desth rate of any nstion, Child
mortelity is very high. ZREerly in the twentieth century the
generel mortslity rete in Mexico wes 33.01 per thousand,

In 1910, the yeer in which Mexlico started her reform pro-
grem and sociel cheonge, the mortelity rate was 33.25 peyp
thousand,*® fThe rate deslined to 26.B3 in 1929 end to 22,05
in 1934, In 1938 1t wes 22,40, 5till more then twice that
of the United 3tatea.19

g,
18y, £. Bustamsnte, "Public Heslth snd Medical Care,”
annals, March, 1940, p. 154,

19$y1v1& and Nethanilel Weyl, The Reconguest of Mexico,
v. 319, '




59

A difference Iin mnrtal*ty ratea between eress wlith
public hoslth serviess snd thome with nope 1llustrates the
effoct of modern senitary methods, V@r& Cruz, a tropleal
state, im which publie health services have been operating
to keen down yollow fever, had & mortality rate of 17.21
in 1938; Agusslisntes, & contrsl stete, with little or no
haalth aarviees, had & rete of 25.82 in lgaﬁagg Eibhe saysy

“In 1835, peasant Mexleo had only one doctor

for av&ry é&% inhsbitants. A report of the

ﬁaak&f&ll&r Poundetion in Mexico for that yesr re-

veosled that of the 4,520 doctors in Mexieo, 2,000

or elmost one-helf were comoentratsd in the capl-

tal, Of the remsinder, #ll but €10 were located

in soventy large towns. This meant that 8%,000

towns and villages had no mwﬁie&l att@ndanea

whatsoever, 21 |

The chief snemy of the public heslth in Mexico 1s
diarrhes, which scsounts for nine times the number of deaths
sttributed to tub@ruulcsia.ﬂﬁ Diarrhea is mainly ceaused
by impure water supplies dus to poor senltstlon, faulty
dilet, and avagar@wdﬂﬂ dwallings. Living conditions such
a8 these do not contribute Lo construotive labor, aznd 1t is
smell wonder thet the Mexicen has been regerded gz somewhat
lacking in onergy.

The work of this machineless man in the rural sreas has
a wide range, yet it is all menmal labor, The first of the
year finds the rupal laborers at work in the late harvest

snd ploking and drying coffee beans. In February some of the

20givbe, op. git., p. 56 2l1pia, ®21p1d.



villegers go ofY to work ln the sugear heolondse, roturning
homs twice 8 wesk lor food., Ino Mesreh and April when there
ie no ralin, the time 1 glven 0 repalring the homesteed

spd engeaging in the communal work of the tow

i, In Hey the
raine beglin end corn is planted, Vooden plows end ozxon are
used for plowing the flelds throughout the evmmer, The
raine slsohen in October, end cesse in December, The bap~
vest thon begins end all the workers rush to the fislds fovy
gethering the crop of corn. This is the oyole of work for
the sveprage wvillsge., Agriculture, community repalr, end
maintonance of houechold eguipmcent, sre the ohief teske of
the msjorlity of the Mexicsn villages, There ere no wsgos
to produce purchesing power, 8o thore aye no ssles, no
profite, snd consequently no scovamlation of cepitel, It
ls en sndless gycla.

iIn contrast to this way of life, the Pederal District,
in whioh is located Msxioo City, is metropoliten in meny
respects, However, 1t is sustelned mostly by trede end not
by merufecturing. Cushlug saye:

As en slmost purely spriculturel country, Hexioco
lecks the numerous lerge cltiea thet are charscteris-
tie of countrios whers manufaecturing is lmportsnt.,

The populstion is ono-pixth that of the United
Btaeter, but the retdo of oities ip muoh legs, For
pities over 10,000, ¢ retio of one to nine axiste
betwoen the United Btetes snd Mexico., The United
Stetos has 50 cities axosodinpg 100,000 inhebitants

{3 of these over %00,000) while Moxico has only two,
the ceaplital (471, Qﬁ&3 &mﬁ Gusdels jare,
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The importent citiss of Mexico asre sustained

chiefly by trade and not by menufecturing. Thelr

most striking chsrecteristic is thet they sre mar-

gggigiagzgnu§§§@g§¥g§%g§raund1@@ agricultural popu-

Education, 1t i1s apparent, hes hed 1little chance in an
economy such sa the Mexlcans heve practiced, Since the time
of the aaming of the first nuns snd priests to convert the
New World, the education of the native and of the Spanlsrd
hes been in the hands of the Holy Roman Qatholie Church,
The first school was esteblished by Pedro d¢ Gante in 1523
and it hes been called & "true school of action.” The
surriculum was not modeled on the acsdemic ones of Europs's
schools, but it wes based on current lifs in Mexico, It
wae plenned e a special kind in which the socisl end eoco-
nomic affairs would blend in & sort of egrarisn and patri-
erchsl comsunaliem, Identifying the land with eduecastion
has besn the cutstanding contribution of Mexicsn sducation,
but it hab not been very sucoesslul in combstting 1lliter~
sey., As late as February, 1946, it was estimeted thet there
were 3,000,000 Indians who did not spesk Spanish,®’

The contrel of the schools by the ehurch was broken
in the middle of the nineteenth century. The Constitution
of 1857 provided government support of mduas%ian and stated
that the schools must bs compulsory, free, and 1iberal, B8uch

3gumner W, Gushing, "The Distribution ef Population in
Mexico," Geopraphy of Middle Americs, p. 32.

Ea&hbas %- m‘i I’i lZQa
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8 move was fought by the church, but was supported by the
masses, The lsw wes not enforced to eny extent, end by the
end of the Disg regime in 1910 1t was almost obsolete,

To make the break between church end state mors ef«
fective, the constitution eof 1917 declesred thst sll educa-~
tion, public or private, should be strietly non-religious,
This made 1t compulsory for the privete school to sdopt
the same currioulum ss the one adopted by the publie school,
In 193% the 1917 constitution of Mexico wee smended to say
thet the educstion of the primery end secondsry schools
must be soolalist, 211 religlious dootrines were to bs ox-
eluded, and fanaticlism and prejudice were to be @amhaua@ﬁ;gs
The government held that education of the mesres wes § 80~
¢ial function. Sinee scolal life is regulated by the
stete, educstion becomes & state function. Oprosition to
this program hes been mede by the church; tﬁa esuses of
edusetion hes progressed, however. By 1924 more then one
thousend federsl rurael schools, attended by 65,000 pupils,
hed been oprected, By 1938, fourteen yesrs later, the rurael
sochools numbered 21,158 end in that yesr Mexico hed 50,000
tesghers, snd 8 totel sohool 4ttendance, including workers
and peeasnts in night olesses, of ?,1&&,0&6.ﬁé

The filgures indicete, however, that the messes of the

25%- s De 56,

ﬁﬁAﬂﬂlf 8. Domingusg, "The New Bducetion in Mexico,"
Mexico snd the United Ststes, p. 114,
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people in Mexicc heve very little edusstion, They, to a
large extent, have been content in their self-sustaining
wey of 1life, end have had little desire or need fop many of
the medern conveniences of life, BSuch concepts, it is evi-
dent, pley a large pert in considering potentisl trade pos-
pibilities with the Mexicans,

In summarizing the population and socisl factors that
enter into consideration of export treds with Mexico, 1t
may be said that Mexicsn economic 11fs is bullt on self-
support. About ninety-five per cent of the total pOPU~
lation is rurel., The exchange system is both barter and
silver pesoeg, the former predomineting. Their money, 1lit-
tle a8 1t is, comes from two sources: sale of their sup-
plus products ocutsids the economiec region and the sale of
their surplus lebor to the hsciendes end mines. Mexican
agrioulture is lsrgely that of the hend end the hoe, The
disesse rate is high, end public health eservice is limited,
The msjority of the peonle are illiterate, All of these
sre factors which have end will continue to influence the
export trade of the United States with Mexico.

Communicstion snd Trensportstion
The physical topography of Mexioc hss not been kind
"0 any great progress in trensportetion., The rivers ape
torrential and ere not useful for navigation., The country

is long end narrow snd hes two large mountsin renges traversing
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almost the entire length of it. Although a wide Plat platesu
tops the mountein renges in the northern part, communication
from one #side of the ecountry to the other hes not been casy.
The reilroads have been bullt on the flat, platesu eleve-
tion, and the roads toward the cossts hava beoan faulty, few,
and costly hﬁﬁh in their construetion end uvpkeep. '?A;aanwamu
trateé progrem of highwaey bullding hase been upéﬁr wey within
rocont years, but 1t cennot be esid that Mexico's needs for
rosds ere setiefisd, even pertislly, %he territory is so
vast, there are regions 8o sperdely settled and netursl ob~
stacles 80 pgrest, unée soveresl years will be reguired to |
complete the most essentisl part of the system of rosds in
Mexioco, It i still not possible to travel over the coun-
uryvfram‘bne border to the other by sutomoblle, nor ia there
any aommun;éaai@n by road from the center of the countey to
the utataﬁiafuﬁiaalga, Sonors, e great pert of Osxaca,
Chispas, wabaﬁaa, Cempechs, or ?ﬁgatan.gs Much of Mexico
is 8till primitive as far as communication is concerned,
Aviation, however, may overcome many commnicstion Probo~
lems, ocspeocially &a fer es trade is oconcerned, The most
inscoessible regions by highways do have iav@l land where
airports msy be built, The great cergo planes now being
constructed snd operated ere meking yﬂnsib&a & market for

E?Javier aanahaa Hﬁj@r&da, "ﬂﬁmmaniaﬁtimau and Trens-
A ‘L,“’ mmh, 1%@; p. ?3;
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both the Mexicen and the Americsn products ~~ plenes teke |
into Mexico the srticles that they want from the United
States, end products of Mexieco noeded in the United States .
come back in the return cergo. The problem is to bslance
the trade so thet there will be loads both weys for the car~
go planes, %The location of Mexico, too, between the United
States and the rest of the Ameriesn republics makes the
gountry an impertant link in the chain of trens-continentsl
aviation routes.?® mMuch mey be expected of this phese of
communicetion in the days to come.

Induatrisiizstion

Moxico in its carly deys wes similer to the Indisn vil-
lege described by Chase as typiesl of rural Mexico todey.
The mejority of the lend wes owned by foreignere end the
Mexicens worked as peons on the great”&aéi&nd&a. They woere
pald starvetion weages for their‘uavk in the mines, end no
effort wes made by the outside owners to improve the lot of
the Mexican in any wey., The only industry fostered was that
of mining, snd all the produets of thie enterprise wepre
shippsd outside the country.

Porfirio Diap geained control of the Mexican government
in 1884 .39 e velieved thet Mexieo needed poace and ocapi-
tal for its cconomic development. With s strong ermy, he

30pomingues, op. git., p. 107,



put down rebellious eleoments and rid the ocountry of revolu~
tion end bendits. He invited foveign capitsl to come in
snd develop the eountry, and he turned over the netionsl
resources of the nation to & small group of Moxicens and
foreign cepitalists. During his rule, about 54,000,000
aores of Mexicsen land were transforred by variocus methods,
fair end foul, to foreigners., These foreigners, however,
exploited the country much the ssme as the Spanlsrds had
and with the ides that privileges were for the few and ex-
ploitation for the m&uy.3i

The renk snd file of the Mexicen people resonted this
gxploitation by foreipgn capltelists, and & revolution oo~
curred in Mexieo in 1910 that corresponded 1n some weys to
the Revolutionsry Wer in the United States ln the aigh@@énﬁh
c&ntmry.Bg A new gonstltution wes written, containing
three fundsmental svciel srticles, Nos. III, xX?II,’ama
CXX111,

Article III gttempted to restore the communsl lend to
the Indisns on an individusl ownership ﬁaaia; Article XXVII
provided for the control of the forelgner in aﬁiieo* go-
veps 11m1té£1¢na were @1&@@ﬁ.apen his right of ownership
of lands and the subsoll, and wherever he had possessions
in Hﬁmiéa,-ha was compelled to scknowladge himeelf a Mexican

rvia, 32k1bbe, op. Sib., p. 46.
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in so far es the lews and courts of Mexico spplied to hﬁm,33
Heretofore the grest forelign interests had been in the
hablt of appraling to their home govermments for protection.
if and when thelr property rights were threstened., Articls
CXXIII provided for & modern lebor progrem, The trend of
ths now legislstion was definitely soeislistic and wes not st
811 friendly or favorable to foreign investments in the
eountry, Mexieo, 1t wes ssid, wes going to reclaim its
land and»ﬁmapwﬁty for Mexicens,

ﬁrﬁiél@ XXVII was divectly rosponsible for the ex-
propristion of the oll properties in Mexico by the govern-
mont in 193&.3# Production of crude oil for Mexico was
flrst reportedin 1901, In 1907 an ennusl production of
1,000,000 barrols wes ?@@iﬁt@?&ﬁ.gﬁ In 1517, when the new
conatitution wes sdopted, the anmuel produetion was more
than forty million barrels, The pesk was resched with a
production of 193,397,587 barrels in 1921,% From thie
time on, production steedily decressed until the time that
the wells were taken over by ths government. A number of
factors operated to ceuse the deoressme in production, The
world-wids devression wss one, Another fector wes the un-
certeinty of property righta. The econtinued production of

o1l is dependent upon & eontinuing sserch for new potential

33george Ward Stocking, "The Mexiosn Oil Problem,”
Moxizo spd the United Btstes, p. 36,

EQM' 35&?&@*# p. 48, E&Mu v. 49,
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oil-producing regions, The Qifficulties which drillers en-
countored ere deseribed by Stoeking:

- In securing drilling permite producers wope

asked to obey & law not yet passed and the purport

of which they hed no knowledge; they wers reguired

to reglster lands &8 & condition of continued sx-

vloitation; their holdings were subjeet to dencunce-

ment in sase they wore not registered; they were
requirsd to forego the dinlomatic nrotection of
their home government &8 & condition in recoiving
titles, contrects, and concessions; they were sub-

Jected to tax decrees which they regarded ss

confiscatory, 37 . ,

Under these difficultins, 1%t is not surprising that
cepitel cessed to flow into the country for the development
of potentisl oll fields, They epparently presulted in the.
withdrawel from Mexico of the Indevendent wildestter whose
imagination end willingness to risk his money hes brought
in ¢ greet numbor of oll fields,

The expropristion of the 01l industry by the Mexicen
govermment hag had wide repereussions in the field of com~
merce. Mexlco hes s grost sum of forelgn capital inveated
in the country; depreciation hes resulted from the expro-
nristion of the oil mroperties,

Within recent yoays the Bix-yesar Plan for industrislisg~
ing Mexico has besn developed, In Jenvary, 1045, 1t was en-
nounced by the government thet Mexioo plens s $303,000,000
industriel develomment. The developments wers to inalude

irrigstion and power projects, snd new industrisl plsnts for

1pig.
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the manufacture of steel and iron products, building me-
terisls, heavy chemicels, pulp and paper textiles, 'The
manulacture of textiles to any large extent would ceuse s
sharp drop in imports; formerly & large part of the impores
into Mexico hes been textiles from Britein. During the pew-
eent World War II the Tnited Stetes shipped pore textiles to
Mexico than any other nation,

labor legisletion

Hand ia ‘hand with expropristion of the property of the
oil 1ndubﬁry has gone restriotive 1agialatxan to prohibit
the axylaitstian of the Mexican peon., The Constitution of
1917 praviaaa for & basiec aight-~hour dey, It pleces limi-
tatione up@n night work end ahild lsbor. It provides for s
minianm wage, 38 It guerantees to amplay&&n, over anﬁ above
that minimm wage, & share in the prar&&s ar industry, It
provides for aaubza pay for overtime, Gamfarﬁabl& end sani~
tary houscs are required snd remt control is precticed, fThe
establishment éf schools and haapitaln wés mede mmn&até#y;
Responsibility for industrisl sceidents was placed upon the
employer and providing fop indemnity for desth or disability
was made gompulsory, Trade unions were legalized and the use
of strikes suthorized, 4 Pedersl Labor Law legalizes ﬁhe»
closed shop, provides for the shesk-off', and requires, uy@&

wmau p. 56,
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request by the union, the dischsrge of workers whe withdraw
from the orgsnisstion,

This legisletion wes not pasassd to remedy evilsg of in-
dustry as weg much of the labor lsgislation of the tnited
Stetes, Seventy per eent of the nopulstion of Mexico is
engaged in agriculture, snd less then fiftesn per cent is
engaged in 1m&ﬂatry.39 The legisletion, haw@var,'wﬁﬁ aimed
at giving the peons & shere in the weslth of the country
which had hitherto been shipved out or spent elsewhere then
in building s grester and better Mexico. Such & policy
oould not helyp but have widespreaad effects on the future
growth of trade in sll respects,

SBummary

Summerised briefly, the sspects of Mexicen life which
most affect its export and import trade sre the low stand~
ard of living of the people, high mortality rates, lask of
education, expropriation meesures, and lebor legislation,
Hexico, 1t‘a$p@ara, hes been moving in two diveotions -~
one streight shesd and the other in reverse., The sountry
promulgates a widespresd plan for better living sonditions,
better health, more educetion, end more industrislizetion,
The pext step, however, puts restrictions on the investe
ment of cepitel, snd figuretively gives the foreign investor
the “cold shoulder,"

31mia,



CEAPTER V

OUTLOOE FOR THE FUTURE OF MEXICAR-UNITED B8TATES
TRADE AND CONCLUBIONS GAINED FROM THE STUDY

Outlook for the Future
As previously mentioned, ths guestion of ths trade ro-
lationship between the United Ststes and Mexico is g very
importent one, Esch nation needs the other, but both muet
on end, The faet that the
balance of trede is unfavorsble to Mexieco et the present
time means thet criticel astention should be direvted to-

work together to schieve a comm

ward the problem. All the factors thst enter into the sit-
uation should be studied,

In the first plece, ﬁhﬁ Upnited Ststes must take mope
interest in developing its forelpgn trede., It hes been busy
developing the country, and has had little time for foster-
ing internstionel trsde, Provious to World wer 1I, England
and Cermany controlled on s lerge scale the malority of the
foreign trede of Mexico. The Germans, espeoislly, studled
the Mexicen, his necds, waents, and desires as well es his
vhilosophy in its efforta to build & large export Srade to

ﬂﬂxiaa.l The men who were sent to solicit trade spoke the

lﬁﬁm; %Q m:; ?* 6‘.
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Spenish lenguege and ingratisted themselves with &afluwntﬁal
people, Americans, on the other hend, did not bother to |
send representatives who spoke the Mexicsn language or who
tried to find weys and means of selling to the Mexissn peo-
rle, Not too much effort was v

sxpended, The Americans, oo,
held aloof from the Mexicens soclally, and & fesling of
inferiority wes developed emong the Mexicans.

m%rld’waw II chenged meny things, and world sommerce
was decidedly affected, New synthetics, new mineral de-
posits, new c¢rops in new pleces, new trede wautaﬁ, air
trensportation, new factories in verious parts of the world
hﬁ#ﬁ greatly changed the psttern of the flow of goods after
the wer, The United Stotes emerged from the war as one of
the great powers of the world, if not the groatest, It had
developed enormous productive capacities, end once the de-
mand within the United States caught up with the baoklog
of wartime orders, it was going to have & large surplus
of #ll kinds of commodities for sale, 'The latin-Americen
market, of whisch Mexiso 1s an importent segment, is one of»~
fering msny possibilities, During the wer & new [eeling of
unity wes éavalnw@ﬂ'b@#wﬁan the United Stetes end its
southern neighbors and the war offort of the United States
was materiaslly sided by their exports of eritical war me-
terial and needed suppliies of sll kinds. American busineas
must teke & new attitude towsrd the Istin-American gcountries
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if this mitual aid is to econtinue,

in & maating at Mexico Gity in 1945 an Eoonomic Chertep
of the Mmerices was adopted. It was stated in this Charter
thet the Americsn repudlics deslsrs their firm purpose to
¢olleborate in & progrem for the sttaimment of

& construstive besie for the sound economic de-

velopment of the amaricss ﬁhraugh the development

of natursl resources, industrielization, improve-

ment of transportation, modernization of agricul-

ture, development of power fecilities end publlic

works, the ensouregement of investment of private

capital, menageriel capecity and toschnical slklll,

end the improvement of labor stendards and work-

ing conditions, ineluding collective bargeining,

8ll lesding ga & rising level of living and ineressed

sonsumption,

The lset line of this quotetion provides the key to the
eptire situstion of Mexican end United Btates trade when it
stresses "s rising level of living and ineressed consumption,®
One of the basic prineiples to be followed in building the
Mexicen market is recognition that the populetion is nade
up of & relstively smell percentage of people with purchss-
ing power sufficient for e high standard of living, fThe

grest mefority of the Mexlesn people ss yot heve no pur-

chaeing power to eny a#t@mt. They live on s self-suffi-

clency basis, It is the expressed eim of the Mexican gﬁ#f
ernment et the present time to raise the purchesing powey
of the Mexicen people through e progrem of industrielize-
tion, educstion, end better ferming prectices. The Mexican

a%ﬁtw m Kibb&, 9‘2* m.; pi 2%.
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will heve to have some moens of making woney before he is
sble to have sny great pﬂ»@ﬁaaing power,

Alexander ¥V, Dye, Dirsotor of hh@ ﬁﬁra&u of Foreign
Commerce, scknowledges these &frartﬁiﬁf Mexico snd achar
latin-smeriosn republics to help themeelves, He reised some
questions, hﬁﬁwvar, sbout their ebility to do this without
outside sid or on the terms recently edopted toward the in-
vestment of foreign cupital end lebor legisletion. The
expropristion of the cummune) lends and the oil properties,
the nationalizetion of the railroads, end restrictions on
£ﬁw@1$nars owning property or cepitsl atock in industries
have ell had their effect on the general situstion, Dye
recently stated that elthough Iatin Americe is turning more
and more to commerse end Industry end ls diverting some bf
the profits of agrisulture to memufscturing, the question
arises whether these countries will be mbi@ to develop
within themselves the necessery supplies of capital and
gkill to ensble them to meet thelr growing needs, ¥Xe fur-
ther stated;

Ao Ly g R R

grems of industrialiszation and diversificstion, or

they may find 16 desivable to utiliss & copbiderstis
amount of resources derived from gbroad, although

p@aaigiy on somewhat different terme then in the
past, '

3quoted in Young, op. git., p. 211.
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In conpeotion with the nced for investment of foreign
tepital the Msxisen-Ameriesn Commission for Eeonomis Qo-
operation estimsted that Mexico will regulre & minimm of
ceplital eguipment from abrosd vselued at $94,000,000 through
1947, and $43,000,000 for 1938, fThe Comuission msw that
the country could not devslop ss & mere produder of rsw
materials but muet heve industry that would furnish em-
ployment for the mﬁxiﬁan aeauatmm@é to making & living
providing only for the bsrest noeesalties, The logical way
to raise his purchesing power is to provide him with work
in which he can meke ﬁanwy, Bugh work, in turn, will de-
velop the country, process its raw msteriels, end graduslly
build the entire economic aystem,

Under such & consept, the logiesl plen for the United
Btetes to follow 183 to furnish Mexieo with funds on the
same basis as those furnished or losned to other nations,
England for exsmple, and let the government work out the
knotty socisl end esconvmic questions thst have arlisen under
Hexico's prnﬁ&unae& gociélistic legisletion. In ehﬁvm@anw
time, stress will probebly be plasced on iner@aazﬁ@Xim@arﬁu
from Mexico of rew wmaterisls not avelleble in the United
Stetes, Mexico has many tropicsl fruits end products whioh
new 1wrig&ti@n projects will increese,

Gonelusions
The main comclusion reschod from this study of the ex-
port trade of the United States with Mexlieo is that 1t 1s &
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problem of greet significance for the future of both coun-
tries, The differences in the peopls ae well es the dif-
fepences in the philosophies of government meke & sound ap~
praisel of the situstion difficult., FHowever, the following
definite conclusions have been worked ocutys

1. There sre meny ressons for trade relations between
Mexico end the Dnited Stetes, but the most commonly ad-
vapoed ere the rfollowing: e long contiguous border,
through hig
nationsls in both countries, produsts of the two countries

hwey and railwey conneotions, lesrge pumber of

complomentary rathsr then competitive, possibility of quiek
delivery of goods, and lsrge investmenis of Americen cepl~
tal in Mexloo.

2, %he principal restraint to the flow of Mexlcsn
goods into the United States i & proteobive tarifl sgeinst
some producte; the prineipel barrier to the flow of goods
into Mexico at the present time is lmport restrictions
asgeinst the purchsse of a greet many artisles,

3. 'The belsnee of trade in Mexieco 1is unfsvorable;
goods are being lmported than exported,

4, Thews are Iive methods of sarrying on foreign

trade; direct meil, the oxport commission house, the manu-
fecturer's agent, resident distrlbutors ah&@aﬁ, end travel-
ing egents of the government,

5. Interviews with firms carrying on cxport trsde with
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Mexloo reveal thet there are many problems $o be found in ﬁ
it not found in oprdinsry commercisl trede, The most im~
pbrt&nt ones are as followai the representetive of the
firm in Mexlco must be & Moxiesn; he handles all the de-
talls of the business; he is responsible for meoting Mexi~
u&n'ragulatiuna; and be is the representetive of the firm |
in 611 1ts trede sotivitics. |

6,; @har& ar@ nany aspects of Mexieen 11f@ w%iah af~
feot the @xyart trada of the country with th@ Enit@ﬁ Statos,
The most lmportsnt are these: the masses of the Mexisan
people srs flliterate end have little or no purchesing
power; the comtry 1s poorly developed and the gomminica-
tions fecilities are limited except in cortein areas; poor
living conditions cause much disease and & high mortslity
rete and eap the energy of the poople; recent lsgislation
hes had & soclelistic trend, sand & policy hes bsen developed
of "developing Mexico for the Mexisens.”

T+« The outloock for the future of the ocxport trade
with Maxico is one of mixed persepsctive, The United Btates
is desirous of slding Mexico tuv rsise its stendard of liv-
ing and of developing its ecomomiec possibilities. Mﬂxiéa,
on the other hand, 1s egually desirous of helping its pe
ple, but some of ite policies sre directed toward the
alisnetion of some of the capital it »o bedly noeds, There

is much necd for understanding and patiense on the side of
both the United States and Mexico,
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