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EXPLANATORY NOTE

Resolution 250 (XI) of 14 May 1965, adopted by the Economic Commission

for Latin America (ICLA) at its eleventh session, requested the Latin
American Governments "io prepare national studies on the present status

of their respective industrialization processes for presentation at the
reglonal symposium”. With a view to facilitating the task of the officials
responsible for the national studies, the ECLA secretarial prepared a guide,
which was also intended %0 ensure a certain amount of uniformity in the
presentation of the studies with due regard for the specific conditions
obtaining in each country.

Studies of the industriul development of fourteen countries were
submitted to the Latin American Symposium on Industrial Development, held
in Santiago, Chile, from 14 to 25 March 1966, under the joint sponsorship
of ECLA and the Centre for Industrial Development, and the Symposium
requested ECLA to ask the Latin American Governments "to revise, complete
and bring up to déte the papers presented to the Symposium",

The work of editing, revising and expanding the national monographs
was completed by the end of 1966 and furthermore, two new studies were
prepared. The ECLA secretariat attempted, as far as possible, to stundardize
the presentation of the reports, in order to permit comparison of the
experience of the different countries with regard to specific problems,
particularly in the field of industrial policy.

The national studies on industrial development, to be presented to
the International Symposium relute, in alphabetical order, to the following
countries: Argentina, Bolivia, Brazil, Central America, Chile, Colombia,
Cuba, Ecuador, Guyana, Mexico, Panama, Paraguay, Peru, Trinidad and Tobago,
Uruguay and Venezuela, |




Chapter I

EHEF HISTORY

The social and economic development of Mexlco P part.:.cularly :in recent :
'yeare » ‘has been maintained by the deliberate promot.lon of induetriallzatlon.
A double objective is thus being aimed .at: .on the one hand, a strengt.hemng
of economic mdependence » and on the other > 3 t.endency towards mbegral
diversification which would create employment and income t-o ‘the exten’t _
‘ required to halt the effects of t.he populat:l.on exploslon and raise t.he
- nation's standard of living, A
» The process of industr:.a.l:matlon was begun durmg the first decades of
the last century. However, because of the 1ong period of :I.nstabllity, the
end of the nineteenth centur'y showed no considerable progress in this field.
The electrical industry had been developed to a minor extent; 3 mteneli‘led
exploitation of coal and mineral resources was begun and the steel industry
was established; manui‘actur:.ng industry underwent ‘considerable growth in light
mdustrles such as textlles and feod, Om the ot.her hand » mfrastructure was
created. w;th a view to the exportatlon of na.t.ura.l resources towards
industrialized areas ahroad, Apart from such an economlc structure, problems
such as the nation's notonously poor purchasing power, the low level of
educat:.on, a.nd the pressures caused by populatlon inecrease had not been
cons:.dered* in other words ’ there was no na.t:.onal dec:.s:l.on to face national
problems. o ‘
The Mexican Revolution marke the moment in which the ‘Poundations of
present-day Mex:.co’e economlc development are establlshed - 'Phe promotion of
i .generel economic activlty was based on the creation of infrastructure, with
the specli‘lc purposes of produc:i.ng export economies which would: encourage
.‘pr:nrat.e :mvestment foster:.ng a hlgher level ‘of product:\.on capa,clty which
would, account for a domestlc supply of goods and services, to be continually
improving in quantlty and quallty under the hew cond:uta.ons, reinforcing the
domestic market » wh:Lch had become even worse during the peériod of: the:
‘ r-evolutlon, and of developlng and reorganlz:mg an internal commmnications
. A:yst.em favourable t.o the reglonal flow of domestlc productmn. |
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With an evident sense of social justice, the Agrarian Reform and
irrigation policy began the development process necessary to support the
subsequent industirial expansion,

Later, in 1938, the country extended its control over coal, the most
impdrta.nt. source of energy at the time, A policy of expansion in this
industry was begun, based on intensive prospecting for greater reserves in
order to increase production capacity and, probably of more immediate
importance, on the ready consumption on the part of production of goods and
services, who had a supply of low-cost fuel available, Subsequently, control
was established over coal and other underground resources, together with the
nationalization of the electrical industry in 1960, which has enabled the
country to use the basic sources of powér in the promotion and organization
of the industrialization process,

At the outbreak of the second World War in 1939, Mexico had already
established a structure of instruments and institutions in law, land
communications, trade, industry, culture, and technology, structures which,
with the additional stimulus of war conditions, boosted industrial development.,

Up to 1945, efforts resulted in the build~up of ample resources of
capité.l, not only from exports, but alsoc from the entry of immigrant eapital,
This gave rise, in the immediate post-war years, to an appreciable rhythm of
public and private sector investments in all fields of industry and in the
rest, of the economy in general,

Howéver , the post-war years brought about the recovery of the highly
industrialized countries, which, although seriously weskened in production
and in human resources, had a force of overall recovery the J.mpact of which
became evident by the end of the Forties,

Mexico, then, had to fortify its protectionist policy by raising its
tariff barriers; at .the same time, new laws of industrisl promotion were put
into force which enabled the development of manufacturing industries to
_continue, by means of fiscal and financial stimulants. Within this policy,
the Government has played a very important part in the promotion of industries
‘which, because of the high amount of' investment 'i*equired » their long-term
returns, and their high social-economic importance, appeared unatiractive to
private enterprise, '

/Through the




Through the aid of this policy, the structure of nationsl :‘mdustr'y has
- -achieved: appreciable’ progress, ‘although in some ca.ses protect:.on has gone teo
far, However, it was in this way that the product:.on structure of the Forties
(:msu.t‘ficlent and ‘with little dlvers: fication 3 characterlzed by the 7
predominance of ‘agriculture; by an :mdustrml produetion, genera\l].sr speaking,
of consumer goods, and by a doumestic market whlch was restricted by the poor
purche.smg power ‘of the popula.tion) was ‘developed 1n the followmg years.to
higher: 1evels of national mtegrata.on, with an mportant shift towards s
manufacturing :mdustry. .

An analys:.s of the Iast three f:.ve—year per:.ods shcws that the country'e
industrial development has been actlvated by leglslative benefits and. by
mfrastructure projects carrled out by the Gavernment, Smce 1950, industrial
enterpmses ‘have’ increased in number and have dlvers:Lfled, product:.on and «
employment figures’ ‘have mproved' dependence on imported goods has been
reduced, and the export position has been strenghhened. A1l th:Ls has been
made possible because of increased public.and private investment in industry,
the country's strong financial position, heavy investments in infras’tructure,
the work of tra.lnlng and educating the population, and because of the
country’s p011t1cal stablllty, which has enabled the task to be organized
within an establlshed framework of order and social progress, The part played
by the Agrarian Reform is worth specla.l mention as it strengbhened the
domestic market at an early stage, - :

The follomng paragraphe ¢ontain a short, summary of the changes unders
gone by Mexlco!e industrlal _economy as a result of the factors. descrlbed above.

c - 1. Preduction

The industrial growth and development can be seen by examining .
production indéxes for the period 1950 to 1961.:,. _ 'I‘he volume of J.ndustrlal
production during this perlod rose by an average rate T3 per cent yearly.
The most dynamic sectors were the petroleum mdustry, with production
developing at the annual average rate of 10,2 per cent; generation of
electrical energy, with a growth rate of 9,5 per cent; the manufacturing
industry,- where production increased by 7.6 per cent annually, and
construction, with an annual average growth of 7,6 per cent, In petroleun
production, the extraction of crude petroleum increased at the rate of

/5.5 per cent
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5,5 per cent an.nually, while production of peﬁroleum derivatives developed
at an annual average rate of 11,2 per cent., In the manufacturing industry,
domestic production of consumer goods went up by 6 per cent ammually, while
that of produéer goods went up at the annual rate of 9.8 per cent.

' During the period 1950-196L, industries menufacturing food products,
beverages and tobaéco, textiles, and the wood and cork industries, showed a
lower relative growth than that of the producer goods industries, Since 1950
an important structural change in the manufacturing industry has taken place,
brought about by the rapid growth of the manufacture of producer goods such
a8 paper and wood pulp, timber, rubber products, non-metallic mineral |
manufactures, steel and metal products, basic chemical products, mechanical
and electrical machinery, and transport equipment, The overall anmmal growth
rate for these goods during the period under consideration was 9.6 per cent,

2. Employment

In 1964, 32,5 per cent of the total population was employed. Compared
with 1950, the labour force increased in proportion to the total population;
however, during the Fifties the employment situation underwent important
changes because of structural changes in the economy., In 1950, 58,3 per cent
of the labour force was engaged in primary employment (agriculture, livestodk,
forestry, hunting and fishing), while 15,9 per cent worked in industry, and
11,7 per cent in manufacturing; the remainder was employed in transport,
commerce, and services. In 1964, labour force engaged in primary employment
represented 54.2 per cent of the total, and the amount employed on a
permanent basis in industry was 19 per cent of the total labour force, and
in manufacturing, 16 per cent. I

Expressed numerically, indﬁstry employed 1,319,163 personsr in 1950,
while the 1964 figure was up to 2,447,920, This represents an average annual
growth rate of 5“per cent, compared with the 3.1 per cent increase in total
labour force. i

/3. Productivity
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Be. Productiv:l.tx

Gha.n,ges tak:mg place in.the structure of labowr have been similar to
the changes in the relative share.of 'mdustry—/ in gross domestic prodict.

In 1950, industry's share was 30 per cent, which had increased to 33 per cent

by 1964, . In other terms, industry was responsible for 22,897 million pesos
._-of the 1950 product, and for 75,736 million pesos (at-1964.prices) in 1964,
:The manufzcturing industry alone accounted for' 20,8 per:cent of gross
domestic product in 1950, while in 1964 this percentage was up:-to 25,2,-
_ | Productivity in manufacturing elso increased: in 19350 the.product per

employee was.17,693 pesos, and in 1964 had risen to 53,401 pesos (at 1964
prices) giving a growth rate of 8.9 per ¢ent -annually,

As a comparison, the product per employee in the economy as a whole

rose from 4,923 pesos to 17,433 pesas (both figures at constant prices)
between 1950 and 1964, representing a growth rate of 4.1 per cent,

Le Investment

. The production and employment increases alrea.dy mentloned have been
‘achieved as a result of increas:mg mvestment m mdustry. .

Public and pr:.vate mvestment m mdust.ry amounted to 41, 9 per cent of
the country!s total gross J.nvestmmt in 1961;, wh13.e in 1950 the percentage
was 31.3. The amounts mvested (at 1950 Prlces) were 1,872 million pesos in
1950, and 5,053 million pesos in 1962, an annual growth rate of 8,6 per cent.
c : Publ:i.c industrlal mVestment ha.s been pr:mcxpally charmele,d towards
| t.he product:mn of electrlcal energy, petroleum and pet.roleum products, and
' 'constructlon. Priva.te :anest.ors ha.ve been c0ncerned with increasing and
’ dlvers:l.fy:mg the product.:.on apparatus of the manufacturmg :Lndustry. .

5_. Developmen‘t- of. dlfi‘erent branches of manufacturing industry

In previous paragraphs it ‘was stat.ed when mentlonmg the growbh of
- different branchies of mdustry that the most dynam.lc sectors were the .
petroleun. industry, the-eléctrical generating mdustry, and manufact.ur:mg
industry. In the 1atter :Ltem, the manufacture of producer goods has grown

1/ Includes extractive industries y including petroleum, manufacturing, _
construction, electricity, and gas, -

Jat a -




at a quicker rate than that of consumer goods, This fact may easily be

~ ascertained by referring to the growth rates of production among the

. different branches between 1950 and 1964, based on volume indexes at constant
prices of 1964.

Steel production and the manufacture of metal preducts, excluding
machinery and transport equipment, developed at the annual rate of 11,5 per
éent; machinery construction increased preduction by an annuél 10,0 per cent;
the construction and repair of transport equipment went up by 10.7 per cent
annually, and the manufacture of chemicals and chemical products increased at
an annual rate of 12.5 per cent, In comparison, the manufacture of food
products increased at a mere 6.7 per cent annually during the period under
consideration,

On the other hand, the increase in domestic production of goods has
meant. a certain reduction of some import items in basic industrial sectors,
as well as diversification of exports, This may be seen by comparing the
import figures of each industrial sector with the total domestic supply, for
- the period 1950 to 1964. Purchases abroad of steel products, machinery, wood
pulp and its products, textiles, chemical products and transport equipment,
to mention the more important items, have reduced their share in the total
domestic supply (production plus imports). '

Basing calculations on constant prices of 1950, purchases abroad of
steel products accounted for 28,6 per cent of the total domestic supply in
1950, and only for 1l..4 per cent in 1964; imports of machinery accounted for
72.6 per cent of the supply in 1950 and for 40,0 per cent in 1964; purchases
abroad of wood pulp, paper, cardboard and products dropped from 25,1 per cent
in 1950 to 12,0 per cent in 1964; textile imports accounted for 5.3 per cent
in 1950, and only for 4.3 per cent in 1964; imports of chemicals and chemical
prbducts represented 29.5.pér cen£ of fhe total supply in 1950, and 13 per
cent in 1964; and to conclude, purchases abroad of transport equipment made
up for 37.4 per cent of the supply in 1950, and for 35,4 per cent in 1964.
These figures show that although production in the important sectors of
manufacturing industry is not yet'sufficient'to satisfy domestic consumption
completely, at least a process of import substitution has been put into effect,
This fact becomes all the more important if the high growth rates of

consumption are taken into account, :
/On the




On the cther hand, exports of manufactured goods have accounted for an
average of 20 per cent of total exports in recent years, Manufacturing
industry exports have been increased in the case of semi-processed products
as well as that of end consumer goods. The branches of industry which have
made the most important contributions to this increase in the peried 1958 to
1964 were.the industries producing chemicals and chemical products, non-
metallic mineral products , and mar:l’x:t:rmr;ar construct.ion. These industries
increased their foreign sales by an annual average rate of 6 5 per cent,
11,7 per cent, and 12,4 per cert respectively (at constant’ prlces of 1950).
The manufacturing industry as a whole increased 1ts e:q:ort.s by an annual
6.5 per cent between 1958 and 1964,

‘To conclude, the industrial development of Mexico has been marked by an

.:important tendency to be concentrated in 'a few cities, The latest available

information shows that about 80 per cent of employed persons are ooncentrated

in the Federal District and adjacent states of Mexico and Pushla, as well as
in the states of Nuevo Ledn and Coahuila, However, ettentpts are noﬁ beifxg
made to disperse industry by creating'new cenires.' Examples are: the Isfmo
de Tehuantepec, where steps are being taken to form an industrial centre
‘which would combine the advantages of na.tural resources ard t.ransport
facilities with the petroleum and petrochernlcal plants set up in the area,

" the regzon of Querétaro, ‘where an mportant nucleus of hee.vr,r a.nd llght
mechan:.ca.l mduetrles » etc. is u.nder development.

/Chapter II




Chapter I1

THE RELATIVE IMPORTANCE, STRUCTURE, AND GENERAL CHARACTERISTICS
OF THE HMANUFACTURING INDUSTRY

1. Position of the manufacturing sector in the national
gconomic structure

The present economic development policy has aimed at changing the
structure of the country's economic activity by fostering expansion of the
manufacturing sector, as a means of overcoming the restrictiohs represented
by traditional sectors, thereby solving the problems arising from their low
productivity and from the new necessities caused‘by population growth,

The major part of this policy has been to promote industrialization,
Different stages of the policy, to ihcreasing extents of complexity and
integration, have been achieved from simple processes of import substitution
of non-durable consumer goods to the production of capital goods. As a result
of this policy, between 1950 and 1964 thevmanufacturing sector increased its
share in gross national product from 20,8 per cent to 25.2 per cent, A
comparison of these figures with those of the traditional sectors of economic
activity shows progreés on the part of manufacturing, For éxample, :
agriculture reduced its share in the gross national product from 13.8 per cent
to 11,5 per cent over the same period; livestock, forestry and fishing
dropped from 7.8 per cent to 6.2 per cent, and mining continued its falling
off tendency with a drop from 3.1 per cent to 1,8 per cent, (See Tables 1,
2, 3 and 4,)

As an explanatory factor for the progress of manufactures, the
increased supply of energy must be considered, This factor, particularly in
the period under consideration, greatly attracted the attention of the public
sector's investment programmes., It was thus that petroleum aceounted for
2.8 per cent of the gross national product in 1950, and for 3./ per cent in
1964; electricity increased from 0.9 per cent to 1.4 per cent. Energy as a
whole increased from 3,8 per cent to a little more than 5 per cent which, at
current values, meant a more than threefold increase over the 1950 figure,

/Table 1
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Table 1
MEXICO: (ROSS NATIONAL PRODUCT
- (Inmillions of pesos)

Year ‘: At current prices | &t 1964 prices
1950 o wsmo 82810
1951 | RS <3524 | 86 180
1952 A ©58 643 | o - .93 084
1953 | . 58 537 9% 874
1954 - 71 540 | T 105 975
1955 o 8739 - . 113 884
1956 99 323 123 690
1957 o 134 225 13640
1958 127152 B TRV
1959 x . 136200 | 153 898
1960 154 137 T 166 95
1961 o 163 757 oA, 667
1962 177583 . - 186093
1963 Co 190 844 o 199 007

1564 : . D2l 600 L 224 600

Source: Banco de M&rico, S.A..
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Table 2

MEXICO: GROSS HATIONAL FRODUCT

(1950 _index = 100)

Sectors 1951 1952 133 1%4 1%5 1%6 1957 1358 1959 1960 194 : 1962 1963 196hg/
Gross natiomal produst 107,5  111.8 11z2.b 1242 335.,0  1b3.5 1545 163.1  167.9 1811 187.%  196.4  208.7  229.7
Gross_domestie product 107.7 1.9 1121 1239 13k7 1436 1545 163.0 167.7 18.0 1873  196.6 2091 22949

dgrioulture 105.0 100.3 100,9 126,2 140,33 132,2 1445 1572 1E5.2  155.0 157.0 166.9 1634 182.1

Livestock 107.1  111.0 169.0 1h,27 119,22 325,01 13k ldo.t 345,808 153.3  159.3 16M.6  169.5 155

Forastry 1014 79,4 7940 B5.9 972 971 925 85,7 9.l gl 866 897 98 106

Fishing a6 78.0 90,9 90,4 1113 132.7  122,0 139.9 158.6 1770 190,9  190.9 201.3 198.7

Mrdng 9%«d 107,06  105.9 99,8 115.6 116,50 1245 123.8  127.7 132.6 127.0 128,6 133.1  135.2

Potroleum 110,0  116,0 117.8 126,8 136.8 1U6,0 155.5 173.8 197.0 207.8 2:.b  235.8 250.4 2734

Mamfactures 110.6  115.5 11ke2  125.3  137.5 1531 163,1 171.9 187,73 202.9 216.1 223,56 241 2771

. Corstrugtion 1095 123.3 113.8  122,5 136.5 157.6 1783 172.2 176.0 201.6 203.6 205.8 238.2 27B.6

Floctrical energy 11,0 12047 128,59 142,0 158,3 177.0 1921  205.7 221.0 24z.6 265.6 283.0 3100  356.2

Transport snd commurlcstions 109.6 120,9 124,77 133.7 1h3.4 158,9 165,99 171,22 1%6.4 183.0 1843 1847 192,7 2042

Conmeyoce 109.7 1130  115.6 122,5 132.4 181.0 151.8 15946 163.8 17843 18440 193.2  205,4 2271

Goverrment 1065 1133 115.3 120,8 12346 130,9 1405 14240 16K 1534 1645 175.0 184,12 202,5

Other sstivities 103.9  112.7 11142 130,84  140.6 1572 169.6 182.4 1848 205.0 21h.6 2264  2HO4  259,2

Scurge: Banco da México, Se 4.

_g_/ Provisional figures.
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Table 3

MEXICO: STRUCTURE AND TENDENCY OF GROSS NATIONAL PRODUCT
(In mi1lions of ga‘aos at 196U prices) )

Ttem e e o-1950 - L 1955 . ... 1960 . 1964
Crogs vational produst - -~ B2 60 - - o 13 8814".. 166 095 224 600 '
Fercertege 10040 10040 100.0 © T 10040
Mamfactures e 132 18 685 56 €89
Fercentege ‘ C30.79 21.19 - 23.29 25.24
Agriculture 11 436 . 17504 20 745 o5 9
Peroemtage 13,8 15,37 12 _ 11.55
Livestook, forgstry end fishing 6 US1 I 10 912 1395
Paro@n‘tage . . 7-79 6.9”‘ ' 6.57 6’20
Mind rg 2 534 3 006 3y - k1o
Pﬂ!‘cﬂ!‘l‘frage ' " 3.06 : ' ,2.634. ' 2-2’4 . 1-83
Transport and commndcatiors - 4 053 . 5933 . 8 222 10 062 ,
Poroentage : - 4490 , 521 L.95 L 48
Potrolewm 2302 3 2i2 5 298 2 569
P(lrcem?aga _ 2.78 2,82 319 "3.37
meotricity ) vl 1207 ° 2 026 3168 -
Parcontage : 0.9 ‘ 1.06 . 1.22 . 1.4
Construetion - - . . .2 625 .. . 3656 . 583 8 no
Persentage 3.17 3,21 . 353 T 340
Commerae L 70936 3 28 Lo kg o : 56 824 :
Pergentags 26,45 24,99 ' 24,98 T 25430
Goverment 2 642 3 325 BL8e - em-
Porcentage 519 3.19 2,40 2.8
Others S e o B8 - © .16 5L45 - - _ shghB . - - A énn

Percentage .- .- - , 1301, 13.65 e 14,11

Source: Banoo de Méxzico, Se Ae. -

/[Table 4




Table 4

MEXICO: COMPARATIVE GROWIH RATES
(Average annua;_percentages)éj

Periods 1950-1955  1955-1960 19601964  1950-1964
Gross national product 6.5 7.8 7.8 6,1
Mgnufactures 7.0 9.9 10.0 7.6
Agriculture 8.9 345 5.7 L.y
Livestock, forestry & fishing 4.1 5.7 6.3 L4
Mining 3.5 4.3 2.5 2.2
Transport and communications 7.9 6.8 5.2 5.2
Petroleum 6.9 10,5 9.3 7.5
Electricity 9.8 10,9 11.8 9.5
Construction 6.9 9.9 9.1 7.6
Commerce S 7.8 8.2 -6,1
Government L7 6.2 8.9 5.2
Others Tols 9.6 6.5 7.1

Séurce: - Banco de México, S.A.
g/ Obtained from figures expressed in millions of 1964 pesos,
b/ Provisional figures,

Considering the fact that the supply of energy is mainly intended for
domestic consumption, the above figures not only show ﬁhat manufacturing in
Mexico has undergone expansion, but an examination of their structure will
enable conclusions to be made as to its diversification and relative

technical progress (ses Tables 5 and 6),

/Table 5
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Table 5
MEXTCO: DEVELCPMENT OF SOURCES OF NET POMER
{(In_thoussnds of tems of petrolewm squivalent, and perventrgen)

oo T gy e Gmlwd Gesesd
' I from pelroleaum : alectricity ooks vegetable fuel
s 194 o/ I -

9%  kgoz . 3387 69.2 W7 | 3.8 l.n?zz_ ey W8 ,9,1_‘ ,'159' 32
19 5 341 53809 7.3 180 Tkt 709 13.2 L&y 8.7 182 3ot

1942 5 783 4102 70.9 149 2.6 825 l4,2. 489 Be5 - 208 . 3.8
1943 6638 B8 34 76 7 . 27 . & 12,2 558 84 o219 343
1944 6772 - 505 - 74y 273 440 743 1.0 WF 70 26 302
1945 7 351 5 460 - 4e3 280 3.8 - 903 1243 493 6a7 . 206 . 249
1946 8us. 6091 Y17 727 8.6 - 921 10,8 526 6e2 230 27
1947 8 935 6 685 4.3 567 6e3 910 101 565 603 269 ' 3.0
1348 9k26 714 5.8 48y 5.2 893 %5 591 6e3 306 342
1949 10 369 7664 73,9 812 748 930 9.0 630 Sol It 32
1950 14l - B2y 724 1 W6 12,9 ° 871 7.6 S5lo Les - 300 7 246
19531 12 558 9085 72,3 1507 12,0 1 049 8.4 602 4,8 215 245
1952° 13 349 9473 . 7.0 1581 11,8 1214 ga1 738 5¢5 - 343 2.5
1953 13 266 9757  73.6 1 &7 128 1180.. 89 307 237 325 24
1954 Molo w0778 72,3 1816 12.2 1237 B3 75k 540 925 242
1955 © 15969 11462 1.8 1830 1.8 153 946 762 L8 128 2.0
1956 169717 11 832 70,5 2 006 12,0 1840 11,0 . 993 by 900 ¢/ 1.8
1957 18829 13878 737 2179 1.6 1670 8.9 802 Hez . 300 2.6
1958 19 658 1k 06z 71,5 2 b5y 12,5 2015 ~ 1043 822 lUez 300 1.5
195% - 23032 1h 277 62,0 . S13 - 22,3 2480 - 108 .. Bi .36 3000 . le3

1960 /SR 155 6. 23 By 23 %2 80 b 0 e

Sourges: Mexican Pemleum Oompa.rw Federal Elaotr-iaity Commission; "Le Industrie de la n-mrgia, El&otrioa"
by cristﬁhal lara B.; Annual Reports of "Neoienal annaiara. S.A." (Mm F‘imnse corporation)a

1/ Direct ualeulations ci‘ tha Gwammant Dapar'hnent for Industry.

13/ Inoludas only pawer.-proctuoing souroes, othar uses or pe'h'-olem acuount for an average ‘of f#.l peromt
of total producticne : " . ]

o/ Bxeluding losses, burnt and reinjected sas.
&/ i steady sonsumptian of 300 thousend tons sf petroleun sguivalent Le sstimated up to 1965

D R
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Table 6

MEXICO: DEVELOPMENT OF SOURCES OF POWER
(In_thousands of tons of petroleum equivalent)

Ttem | 1940 1945 1950 1955 1960
I. Total power ' 49 022 73 510 1lh 542 159 688 253 314
II. Grand total 50 325 75 54,9 116 235 162 507 - 266 023
III. Power derived from
_ petroleum 33 865 51, 595 82 966 114 619 154 O48
IV, Natural gas 1 867 2795 1,756 18 899 66 176
V., Hydroelectricity 7 220 903 871 . 1530 2 349
VI. Coal and coke 4 480 493 510 762 860
VII, Vegetable sources 159 26 301 325 300

Sources: Mexican Petroleum Gompany, Federal Electricity Commission;
"La Industria de la Energia Eléctrica™ by Cristébal Lara B.;

Annual Reports of the Nacional Financiera S.A. (Mexican National
Finance Corporation),

Thé growing importance of the manufacturing sector and of the efforts
made by means of the industrial. policy to stress this secﬁor as a solution
to the country's problems, can be seen by comparing the amnual average growth
rates for recent periods with those of other sectors, In the periods 1950-1953,
1955-1960, and 1960~1964, it will be seen that the growth rates of
manufactures are greater than those of the gross national product; among the
other sectors, taking the latest pericd into consideraticn, they'have been
 exceeded only by electricity,

It is thus possible to establlsh the fact that a close relatlonshlp
exists between the increase in manufactures and the maintenance of general,
economic activity. In spite of the fact that in some Jears traditionai
sectors have shown serious setbacks, which on thgir‘qwn would have meant an
appreciable reduction in the growth of national prbduct, the dynamic character
of the manufacturing sector has not only enabled this effect to be counter—
balanced but has even brought, about a considerable increase,

fThe effect
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The effect of industrial development on employment must also be taken
into consideration. Employment in industry accounted for 11,7 per cent of
the total worklng population in 1950, and for 16 per cent in 1964. In

actual f:.gures ¥ employment. in mdust.xsr was doubled ‘between these years, a -
" -Pact which, when compared with th¢ growth rate of the population and-of the
working population, underlmes the active part that industrial develerment
is playing in.absorbing excess manpower from other sectors and in’ annual'[y
increasing the labour force, (See Table 7. )

Although prcgress 'has been made in the development of groups.of .
industrlal branches, it can be seen that t,raaltlonal activ:.tles have lower -
production and aggregate value growth rates than the branches which are - .
considered as dynamic. It is obvious that these discrepancies, representmg
as they do the most advanced stage that the mdustrlallzation process is
undergomg, also marks the present limits of demand, because of the low
mcome_per :Inha.b:.t.ant. Fbreover, the fact must alsoc be comsidered that
the. in.diustri‘ai production in thls _case is of direct and durable consumer
goods, the saturation point of which, because of the limitations of demand,
could be very close; for this reason their growth is strictly related to
that of the general population, - Industries with very little growth are
food, beverages and tobaceo, textiles, and wood and cork, excluding
furniture, whose respective growth rates varied between 3.9 per cent and
5.9 per cént. In an intermediate category are to be found wood pulp, paper ;
and cardboard ard their products, and printing, publishing and associate
industries; in these industries the grqwth rates were slightly higher than |
the previous groups, varying between 6,3 per cent apd 8.4 per cent, !

/ Tat_.\lé‘_ 7
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MEXIGO: EMPLOYMENT IN THE MANUPACTURING SECTOR

{In_thousendas of persens and ggumm)

Item 1950 12 1955 1958 1960 1964a/

fe Total population o 5 y9L0 283 2959 R Iy Banl 36
B. ¥orking populaticn | § 5,2 8 828,0 3 60%.4 10 U668 11 332.0 12 88%9
Parcantages 324 32 T2k 3244 ) 2.5
G. Perscns empleved in menufsoturing N2 1 01;8.8 | 1219, 129948  1556.3 2 06l
Peg-omw 1.7 1.7 1.7 1147 137 16,8

e - -

Sourge: Governmant Statistios Depariments
8/ Provisiemal figuress

Industries of dynamic growbth are principally chemicals, machinery
construction, rubber products, metal products and others, Because these
types of industry are being developed at advanced stages, on which the
country's industrialization process is based, their growth rates were
considerable - between 8,5 per cent and 19.3 per cent, (See Table 8,)

2. @eneral projections of industrial development 1965-1970

Assuming that the population of Mexico maintains its present growth

rate, there will be 48.7 million inhabitants by 1970 - an increase of
7.7 million persons, This means an average arnnual increase in the working

. population of 530;0@0 persons in the peried 1965-1970, This figure means,
" ‘ags a minimun general increase in the economy, the crea‘bion of’ the same
| .‘x_'lpmbe‘r‘;_of new jébs. (See Table 9.) -
| This problem makes it a national necessity to carry out indﬁstrial
- deirelépsnent at a rate that would allow for the absorption of the major part
" of this increase into manufacturing. In view of this, t.hé rate of
development will have to be fixed according to national investments
- possibilities; these can be calculated on the basis of the industrial
" development of 1964, which was 13.5 per cent higher than the previous year,
: How@w, this figure was exceptionally high, and it is to be expected that
future growth rates will be smaller,

/Table 8
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Table B
MEXICO: GROWEH OF MANUPACTURING INTISTRIES, 1950-136%
(Miiltens of pesos at 196'! prices)

. Annual growth rates
Groups L of
. e - . ageregate walue

éd, 21 and 22¢
234
24,
25
27
28
29,

30e

2
e

%s
384

3.

Industries mufaoturing ‘Food,
beveragos and tobzsso - - . 547

Paxtile manufacture B 3e9

Manufaeturs of footwear, gnrments,
and othexr erticles made from

textile produota t 1.3
Wood and cork industries,
oxcluding furniture =~ 7 o 5.3
Weod pulp, paper, oardbnﬁr&, :
and thelr produnts 84
Printing, publishing, and : w :
asssostate industries L ) o 6,3
Leather and leather produsta, o ] N . ‘
excluding footwear ‘ T '1249
Menufacture of rubber produsts A ¢ W
I‘hnufa.eture of chemicals a.nd : .
ohemical produsts e o ) : S 1040
Nenetiotallic mineral produsts, " . T . ‘ .
exoluding derivatives of coal and pa'b‘roleuml . _ 87

- Steel, and manufacture ef metal produo'l:s, . . .
excmdmg rachinery and mnsporf. equipment o ' k-
}hohinary oons‘h'uc‘him l ' e e 1943
ansh-uction end repah- of 7 T '

* {rensport ‘squipment S : 04
Other msnhufacturing industries 2.0

Sourses: Bancd de Mixlco, Sl
Government Depariment for Indusiry.
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- 18 =

Table 9

MEXICO: -~ INCRLASE IN LABOUR F(RCE
(Thousands of pergons)

Year ) Working Annual
population increase
1965 13 334.8 450.9
1966 13 844.0 509.2
1967 14 372.5 528.5
1968 1, 921,0 _ 548.5
1969 15 490.3 . 569.3

1970 16 0€1.2 590.9

Source: Government Statistics Departument.

Tt has been considered indispensable to calculate the goals of the
manuf acturing sector by other methods, For this purpose, the growth of gross
national product was calculated, and four hypotheses were arrived at. The
first is a simple projection of national product based on the pattern of
recent years, which gives an average rate of 5.2 per cent, The second takes
6 per cent as the minimum growth rate, However, because of prevalent
conditions and of changes in industrial policy, an activation of the task of
promot.ing new manufacturing industries can be foreseen; in other words,
annual rates greater than 6 per cent may be attained, and the growth of
national product may reach 6,5 per cenf ) or even 7 per cent, These two last
hypotheses are considered within practicable reach if thé new policy
succeeds in stimulating industrial sector investment to a maximum, (See
“Table 10,) |

/Table 10
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Table 10
- MEXICO: PROSECTION OF GRQSS NATIGNAL FRODUGT

Lo Hypothesis ‘ . o .
, Them  ond yates - - - W5 _19§6 S o 1‘966_ 1969 1970
de Gross national I (5e28) 23 279 ' 248 Blhs 261 502 275 090 289397 . 304 W5
; product (williens . I (6,0%) 238 076 252 361 267 N9g© 283556 300560 318 5%
of 1964 pezos) IIT (5.5%) 233199 2sh 7R 27l ek 288 948 307 72 327 74

IV (7.08) 20322 257 W5 2751%  2sh b6 315 0% 337 OfY

Be Total populstion

{thousands of . :
" persons) oo (3.5%} N1 030 k2 466 43 953 45 k91 Iy7 083 48 731
0s Produst par porsmm &/  I'(147%) 5759 583 5350 6oy 61y 62y
(esos at 1964 prices) II (2.5%) 582 - 5d43 6086 6233 638 6538
T (3.08) 5 83 599 3 7z - 6 %2 | 6536 6 727
IV (358} . 5857 6055 6 260 9 14.7{ g 695{. 6 91y

L

Sourcs: a; Estinations by Government Dapartment for In&us't::v

. &f. The product per saplta was obtained by dividing the four original hypotheses by the population for each year
"~ of the pruJauti.on, “thus erpiving at the four secondary !urpothesaa.

Usmg maximum potential, obtained from historical analysis, as a basis,
d cvefficient-of . flexibility wag worked out to measure variation in cumulative
';-'a,nnual growth of mdustrlal product per mﬁ&bitant the result wa,s a
. eoefflclent of.1, 6 Project:,ons s however, ere calcu}.ated with CoeffICIBntB
of 1,7 and 1,9 respectively, in order to account for foreseeable development .,
Thus, as shown in Table 1},in 1970 the industrial product could reach
the sum of 100,000 million pesos at 1964 prices.

/Table 11
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Table 1)
MEXI00: PROJECTIONS OF INIUSTRIAL PRODUCT PER CAPITA; AND OF MANUFACTURING SECTOR PRODUCTION

Hypethoass )
Ttem and 1965 1966 1967 1968 1969 1970
grovih rates
A+ Industrial preduct I {2.9) 11 19 1568 1603 1650 1698
per oapite (pesca IX (4a3) 2 hoj 1 556 1 622 1 692 1 %65 1641
at 1964 prices) IIT (5e1) 1503 1 580 1 660 1745 1834 19
v (5.0} 1 516 1 607 1y03 1 805 1 91k 2 028
I (3e2) 1 6 1523 1572 1 szé 16mh 1927
I (4e8) 1 lgg 1571 1 846 1735 1 BoB 1 895
11T (547) 1 512 1 598 1 689 1 785 1 8z 1 994
I {(647) 1 526 1 628 19% 1 854 1 978 2 110
B. Menufaoturing seoter 1 (6.5) 60 355 64 294 68 uy9  y2922 7 687 B2 75
production {williens  IT (749} Qs eoy Yl Y691 83101 89 7IN
of 1964 pesos) 111 {8.8) 61668 67096 2962 79382  B63BL 93 905
IV (947} 62200 A3 243  su 855 G211 90 117 98 826
I (548) 60560 6 676 69 o9k 7ayB6 78 By 8% 158
IT (8,5) 61504 66714 7234y 78z 85126 92 345
1 {9.4) 20y B 7hoy L2001 B0l g7 170

w(io4) 62 612 €3 135 76 k6 84 %o 93130 102 822

Souroe: Itam A wag obfainsd from the rates caloulatsd in appendix 1, a.ppliad to the 1964 ﬁgums (11630).
Item B was caloulated Yy multiplying the hypetheszes in 4 by the total population pppearing in
Table 10, but averags growth rates were taken from 't:he 6 figurex in Ltem B, Estimations by
Gevernment ana.rtment for Industrys .

/The previous




The previous figures give rise to the following: (a) the percemntage
of industrial product with regard to tl&'e""ibtal product could vary between
25.L per cent in 1965 and 26 4" per cent, in’ l970, -and {b) the difference
between the growth rate of the industrial product ‘and that of gross national
product could be 1,4 per cent for the period 1965-1970.

The consequences that all this: would have on industrial labour ferce, ’
mean that by 1970 industry would be in’ a posit:wn to employ bet wee.g 26 8 and
3.0 million persons, considering tha'b the growth rate of gross national
product may be bet.ween 5.2 per cent. and 7 per cent, Thig In its tumn
implies that the percentage of the workmg populatmn would be between
17.6 and 18,5 per cent for 1970 and that the armual increase in employed
persons would be between 144.7 and 176.2 thousand.\ (See Tables 12 and 13,)

i ) Ta.hle 12.
MEXICO: PROJEI!TIOHS OF EFPLW IN THE HANUFACTUR}NG SEG'POR L

(Tausends of pevgens)

Ttem , 1965 1966 19§ 1968 ‘1969 o
Total population . . o . e .
(thousands) T 41 030,2 42 4662 U3 9526 U5 U9De9 L7 0B3.1 4B 73140
Werling population o L
{thousands) ' 13308 13800 14 25 149210 15 4g0.3 16 08L.2
Persantages | T 246 2g b 2y 2O
Foployment in mmtesturing L | | - o
(thousands) B ' '

I (20.411,98 = 5alt) D2 17243 2 28946 2 §13.2 2 543,65 2 680,9 2.825,6
IT (10,71149 B 5e6) 21764  2298.2 24270 2 562,9 27065 2 85840
L {10417 = 6al) T2 186 2 320.1 2 U817 2 611y 2 771,0 2 9eq2
IV (10471147 = .643) © 21908 . 2 32849 2W5g - 2631,5 2 7974 2 9736

Seurset Ses Table 7. Prejeuﬂonst for total population an annpal growth rate of 5,5 per agnt wam
applied; for worklng populstion, the tendeney of previcus years (sinoe 1950), wag continued.
The four hypotheses for amployment in mamfeocturing wers baged on the flexibility formule
A Industriel Product/A employment, The foresessble f1exibility rates ame 1.7 and 1,91 given
theee rotes snd the assumed grawth reten for produat of 104 and 10,7, the respective rates
for hypotheses I,II IIT ard IV were obtained,
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Téhle 13

MEXTCO: RATIO BETWEEN PROJECTED EMPLOYMENT IN MANUFACTURING
: AND WORKING POPULATION, 1965-1970

* (Percentages)

Hypotheses 1965 . 1966 1967 1968 3669 1970
I ‘ ' 16.3 16.5 16.8 17.0 1703 17.6

IT - 16.3 16,6 16,9  17.1 17.5 = 17.8
111 6., 16,7  17.1  17.5  17.8 18,3
i) : 16,4 16.8 17.2 17.6 18.0 18.5

Source: KEstimates from Table 12,

Where projections for groups of industrial branches are concerned, the
possibilities, obtained from an estimation of several private programmes and
from consultations with investors, show that an average amual growbh rate
of 10,7 per cent can be expected in manufacturing for the period 1965 to
1970, (See Table 14i.) _

A comparison of the figures in Table 11 with the projections for
selected branches of industry in Table 1, gives a coefficient of flexibility
of 1,9. This in its turn gives a cumilative anmual growth rate in industrial
product of 9.2 per cent, assuming that there is a 6,5 per cent increase in
gross national product; or, a 10.15 per cent annual growth rate in dindustrial
product, in the case of & cumulative growth rate of 7 per cent in gross
national product., To conclude, the objectives under both systems of analysis
(that of selected branches and that of total aggregates) give a foreseeable
10 per cent growth rate in the product of manufacturing industry, which
implies a 7 per cent anpual share in the gross national product,

/Tsble 14
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Table 14

MEXTCOy PROJECTED JRCWTR OF MANUFACTURING INDISTRIES

(Mi11ions of 1964 peson)

Aggregate valus’

Croups - - _ , e
1964 1965 1966 1%7 1968 1969 "19%
20, 21 and 22, Indusiries memfesturing food, _ ‘ - o .
beverages and, tobasse 12155 12 BuB 13 580 14 354 15 142 16 037 16 951
23, Textile mamfacture ke | b L 981 515 - 5377 5 587 5 8ol
24, Mamufacture of foctwesr, gamemts ' S '
" and other erticles made from textile o o
produsts SR O 7 I 5 A2 59a3 658 7 324 8152 . 9 o4
25, Wood amd oork industries, excludirg ) : : o
 furdture 1 425 1 501 .1 580 1 66Y4 1 752 1 845 1 945
27« Yood pulp, paper, ocardboard, and their L _ ’ . L ‘
products 1239 1 343 146 1578 171 1 84 2 010
28. Printing, publishing, and aszoclate - , - - .
© . Spdustries - 8us B8 %5 . 105 1079 1147 - 129
29+ Lesthdr and leather producta, axoludilg RV : ) B e
- footwear . 2 812 R Y] 3584 ©  Woky 4 569 5 158 5 ;33 o
0, . Marmfacture of rubber produsts 133 "1 36 1 650 1 831 2 033 2 256 2 :
e Manufaoture of chemi.cals aend ehenlual ' L . . . : .o
produots 8oot . B By 9 685 . 10 6_53 1 Ny 12 80 14 180 .
32, Worrmetallic mineral produm, exoluding ) L ST -
derivatives of ccal and petroleum 2 234 248~ 265 2863 .- 3119 3 3% .3 685
34, Steel, and merufaoture of metal products, - -~ . - P Co ‘ —
" excluding machinery and transport X ' . L . . :
equipnent 794 - .91l 10452 - 1193 - 13653 15 as . 17 6
- 36. Machinery construgtion ‘5902 7 ola 8 koo o0 - 1l 955 14 263 17 015
36. Construction and repeir of trarsport o i o 2
eqdpdent -2 96 298 3038 3w T 3084 Y4202 . W 70
. 3% Other mamfacturing industries 880 %9 1046 1 1:;,0 R 2@ 1 354 . 1 W%
Total 56683  f2uBy . 6900 " ;3 - Busly 93 8%

196Y-70 w 10475

ol 322

Sowroed Banoo de México, S, 4,

Goverrmemt Department for Indtétrjr.
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3. Characteristics of foreisn trade with reference
to the manufacturing sector

In the course of the last fifteen years, Mexico's flow of i‘orei;m trade
has been growing at an annual rate of 4,5 per cent, During this period,
imports went up from 659 to 1,372 milljon dollars, while exports increased
from 626 to 1,014 million dollars, which gives a faster annual growth of
imports (5.4 per cent) than in the case of exports (3.3 per cent), Foreign
trade as a whole accounts for little less than 10 per cent of gross national
product,

The deficit in Mexico's foreign trade balance is not only the
characteristic of this country, but typical of economies which, like Mexico's,
recently began their general development and still depend to a large extent
on supplies from abroad to reinforce their internal structuring. Morecever,
in the past, exports have been made up almost completely of raw materiéls,
although during the last five years, efforts have been made to remedy this
situation,

Approximately 7O per cent of the value of foreign trade is carr:.ed out
with the United States of America, ard 70 per cent of the value of exports
is represented by 17 primary commodities. This has led to efforts at '
diversification of traded goods and at increasing the number of countries
with which trading is carried out, with the aim of minimizing the effects of
any economic fluctuations which may take place abroad, . | |

In the course of the last fifteen years, Europe received 12 per cent of
Mexico's exports; Asia received 1 per cent in 1950, and in 1964 the figure
reached 10 per cent; Africa receives less than 1 per cent; Oceania
appromtely 1 per cent; the United States of America 70 per cent; and
Latin America 7 per cemt, '

(a) Imports

| In the period under consideration, total imports almost doubled, with
an ammual average growth of 5,4 per cent, The nature of these importsqundar—
went, considerable changes, - o

In 1950, consumer goods accounted for a little less than 25 per cent,
falling to 15 per cent in 1955, and increasing to a llttle over 20 per cent
in 1964, This is one of the effects of a clearly marked tendency on the part

Jof durable
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of durable consumer goods to increase their share within the subtotal. It
was thus that in 1950 they sccounted for a mere 43 per cent while in 1964
they accounted for g much greater proporbionj*-having leapt to 65 per cent,
with an snnual growth of 7.4 per cent; this reflects the country's shortage
-of this type of commodity. On the other hand non-durable consumer goods
have been at a relative standstlll, reﬂectad in- ’ohe very low grovih rate
"during the period - 1 per cent, : X SR

‘ 'Producer’ goods during the same perlod mcreased the::.r share in total
imports; in 1950 they accounted for 75.9 per cent, and in ‘196l for 78 8 per
cent, and their 5,6 per cent anmual growth rate enabled them to more “than
double their value, It must alsc be noted that imports of raw-materials,.
‘etc,, increased at a quicker rate "t.han'imporbé of eqxlipm@t and machinery;
while the former item registered an anma.l rate of 6.3 per ‘cent, the latter
reached 5,2 per cent, in spite of the fact that in 1950 the starting Po:mt
of the value of investor goods was 59 per cent, a figure which £ell to 56 per
cent in 1964, (See Table 15.) : '

The nature-of imports varied censiderably during the period under .- -
consideration as a resuit of the selective policy which wag carried out, and
which has also enabled currency reserves to be kept up and the forelgn trade
def:.cit. to be reduced appreciably, As fa.r as mports of consumer goods are
concemed, pa.rticula.rly non-durable, it is mrth mentionmg the fact that.
50 per cent belongs to Mexico's free-trade areas and zopes, . |

The general nature of imports shows that Mexlco is mainly purchas:mg
a.t’hlcles necessary for its growth, which reflects the policy of internal
industrialization and the awareness o_f_impprt substitution, to the exbent
demanded by national requirements, N . , -

The tendency noted among durable consumer goods and producer goods '
shows development of the economy towards greater levels of diversification
both in consumption and .produci_:,ion.,_‘ and at.lth_er same time the influence that
these new conditions will have on the, framework of ‘imports‘ over medivm and
long-term periods, .. | o

/Table 15
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Table 15
MEXICO: IMPORTS OF GOCDS ACCORDING TO ECONOMIC GROUFS
(Millions of dollars)
Groups 1950 1955 1960 1961 1962 1963 1964
Gonsuner zoods 159 a8 220 29 25 2%
Percentages 24.1) 15 3  18., 19.6 19,5 22,6 2.2
A. Non-durable - 50 72 7 75 112 103
B, Durable 6 -8l 146 149 1hd 163 188

II. Producer goods 00 2 6 90 1081
{Percentages) %}3,9) 18%.6 93%.6 %,h '_8'20.5 9%”.1, 78,8
C. Raw and second- ‘ :
ary materials 203 328 396 368 374 409 476

D. Investor goods 297 395 571 536 531 532 605
Total 659 85, 13185 13124 1312 1216 1372

Source: Foreign-Trade Statistical Yearbook, BANCOMEX,

As an example, there are commodities whose individual or colleetive
value represent the bulk of raw materials and of producer goods, of which the
economic density per unit is far higher than the values per unit of the
country's exports, (Table 16,)

The general import situation shows the need to establish priorities in
foreign trade, as ihcome from exports is not sufficient to finance purchases,
and income from other sources, e.g. tourism, etc,, must be stepped up.

(b) orts ,

Several factors affected the increase registered in exports: (a) the
industrialization process which, supported to a great extent by foreign trade
policy itself, had a visible effect on the diversification of export items;
(b) the evolution of the agriculture and farming sector; (c) the world market
and its price system, and {d) the increase in the exploitation of seaproducts,

/Table 16




~Table 16.

MICO PRINCIPAL IMPORT PRODUCTS
(Mill:.ons of dollg s) '

e

T

Products, . 1950 1955 1960 1961 1962 1963 1964

Machinery installations ~ = 15 - 62 © 56 4 46 59 - .75
Motor vehicles, passenger-carrying 30 32 60 6L. 66 78 106
Spare parts for a.grlcult.ure, o

mining, and crafts el T 375 80T L9 500 42 42
Motor vehicles for:goods transport - .28.° 35:. 36 . 45 . 36 L0 .59
Petroleum and jts products. . 1L 30, 43 34 39 38 35
Spare parts for fictor vehicles ' 1 "5 30 - 30 32 =35 42
Machinery driven by mechanieal: w0 w0 oo o L ST

means 30 26 52 28 12 9 ' 8
Chemical fertilizers - 8 -25 23 18 18 23

Industrial. preparations and

compounds .. . ., | .. 8 7 12 15 18 19 22
Crude rubber, natural or synthetic 7 1y - B0 18 18200 14
Tractors 2 16-0 200 22...18 17 24, 35
Rolling stock for railways '3 6 10 16 9 6 9
Iron or steel ingots, pieces and e

waste from containers. . 3., 2 16 15 10 1 A
Locomotives for railways Cowe R R8T 160 20 30
Spare parts for tractors o400 G 15 15 15 20 18

_ Vhite paper for newsprint TUTETT oM 1L 12 14 13 15
Machine tools for metal industries - '« = -6 .. 12.. 16 35

Ingines for motor vehicles and

.parts . (16 100 12 6 8 9
Natural or synthetic resma 3 12 13T 10015 0 18
Wool L 8 10 10 1,12 2
Chassis: for mot.or vehicles . .2 15 007 9 18 "1,

Iron and steel tubes and fltt:.ﬂg&

. 10 10 T . 6
Antibiotics and pharmacwtlcal ) : .

s
oy
ﬁms ow Bwkol

‘products - 13 8 10 16 12
Rollers and shapers 6 10 9 - 8 13 1
Insecticides, parasitic:.des, and L o

fumigants , B - .9 ‘g 15 - 33 15
:pare parts for aircraft I 13 8 1 9 10
Rails 9 22 8

2.9

giource- Forelgx-Trade Statistical Yearbook, BANCONEX.

The 3.3 per cent annual growbh rate for eaq:orts is only 4 partial indi-
cation of events, for a.t.tent.n.on must be drawn to the fact that they increased
by a mere 14 per cent between 1950 and 1960 oompared with the total of 62 per
cent for the whole period under review, This is due to their extreme

| /sensitivity to
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sensitivity to any type of fluctuation which takes place in more developed
economies, '

Menticn must be made, however, that in spite of such corditions the
exports situation has undergone changes so considerahble.that consumer |
goods, principally of the non-durable type increased from 25 per cent of

‘the total to 49 per cent in this period; i.e. they developed at ammual
growth of around 8,5 per cent, a rate which is far higher in the last
five-~year period, .

On the other hand, the growth in exports of producer goods, an annual
average rate of 0,7 par cent, gives a very clear picture of the relative
decline as exports items, which also goes to show that exports of non-
renewable materials and resources or those of low density per unit, have
been reduced to a minimum,

Exports of investor goods, which are still of very small proportions,
increased to account for 3 per cent of the grand total and for 6.6 per cent
of exports of producer goods, . {(See Table 17,)

Table 17 .
MEXTCO: EXPORTS OF GOODS ACCORDING TO ECONOMIC GROUFS

(Millions of dollars)

Groups 1950 1955 1960 1961 1962 1963 1964

I. Consumer goods 159 21 320 346 374 37 501
(Percentages) (25.4) (27.9) (43.5) (u3.2) (81.6) (40,8) (49.4)
A, Non-durable 151 203 310 335 360 360 J¥:» R
B, Durable 8 g 10 9 1, 17 20

II. Producer goods 467 546 A6 Ls5 526 548 513
(Percentages)  (74,6) (72.1) (56.5) (56.8) (58.4) (59.2) (50.6)

C. Raw and second- ,
ary materials 463 535 399 433 506 515 480

D, Investor goods 4 1 17 22 20 33 33

Total 66 1 m6 81 90 925 10w

Source: Foreign-Trade Statistical Yearbook, BANCOMEX,
o /In 1958,
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In 1958, the number of, products sold abroad t.o the va.'tue of 1 -million
dollars or more was 61; at present the number. is 90, These exports are -
eyuptows of the progress made in the process. of. industrialization, Basic
export items: cotton, coffee, copper, lead, and zinc {see Table18),
accounted for 50 per cent of the value of exports in 1958, and dropped to
33 per cent 1n 1564, The adverse conditions:prevailing in mterratlonal
market for primary pmducts were also responsa.ble for this- cha.nga, : '

o . .+ Table 18

MEXICOf FOURTEEN MATN ExPowriﬁﬁbDUc&s'f""
(Midlions of dollars)

—

‘Products ST 1950 1955 1960 1961 1962 1963 1964
Raw cotton St 176 - 22 160 160 .-225- 12007 ITL
Coffee . L L s 8L W LT 59 88
Sugar, coarse and refined 3 6 s, 68 43 60 77
Prawns . . Lz A9 32 4 k6 52 53
Bovine cattle. . - w2 16 33 s se 37 2k
Lead bars and concentrates - = 83 52 31 314, ' 21;"" ""25 k ﬁB
Petroleum and its products .-~ ~ 33 "~ 8 13 2, 31 a0 38
. Sulphur. . S e v Lt s 28 29 Y 3L 3L WY
zinc bars and concentrates S 1816 30 28 28 30 36
Hemp. fibres o | 2 8 12 W 1% 1y W
Gopper bars and concentrates . =5 0 41 - 20 - 17 B ST R 11..
Presh or refrigerated meat - 3. Y310 17 237 26 18
Vegetable preparations and . - ' . . - . fo .=t -
preserves _ .. = =11 26 19 18- 27
Tomatoes o ““ .12 6 .26 M 20 25 23

‘E‘-our‘ce:' Foreign-’-T"i-ade St.a"t.‘istic_:;i -“.'{éét:béok,l BANCO‘\IEX. '

With the annual averages ‘of the periods 1953-1958 and 1959—1963 ta.km )
as a bas:xs, the -following tendenc:n.es are observed: in volume exported
cotton increased by 15.5 per cent, while its value, in falling from 203 to
186 million dollars, was reduced by 8.4 per cent., Cotton!s share of total

J/exports dropped
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-exports dropped from 29 per cent to 22,7 per cent between the two periods.
The amount of coffee exported went up by L per cent, while its value dropped
by 31.4 per cent, from 94,7 to 65 million dollars, Coffee's share of total
exports fell from 13.6 to 7.9 per cent. Exports of lead fell from 52,5 to
31,6 million dollars, a drop in value of 39.8 per cent, while the volume of
lead exported went dowm by only 19 per cent. Zinc was also subject to this
tendency; its value fell by 5.4 per cent while its volume fell by a simijar
amount. Among mining products, copper exports suffered the bigmest drop
- a fall in value of 52.5 per cent, -
" This tendency can be illustrated in other terxins‘ by taking the average
drop in export values between the period 1953-1957 and the period 1959-1963,
which was: coffee, 36 per cent; raw cotton, 22.6 per cent; copper bars,
1.k per cent; copper in concentrated minerals, 32,6 per cent; lead bars,
27,1 per cent; zinc in concentrated minerals, 3.4 per cent; and zinc bars,
12,2 per cent, | | .
In short, the above—ment.:l.oned products » which produced an income of
2,195 million dollars for the country betwesn 1953 and 1957, showed a drop of
2l per cent in the period 1959-1963 by producing 1,675 million dollars, If
the policy of tending towards export diversification had not been successful,
this downturn would have had adverse effects on the development of damestie '
economy. ' , '
The industrial sector was 1arge1y responsible for the cha.nges brought
about in the export situation., In 1938, exports of manufactures Lo the value
of 143 million dollars accounted for 20 per cent of total sales; in 1963, by
which time important branches of Mexican induerbry had undergone rapld
expansion and concentration, manufactures were sqld to the value of 289 milliqn
dollars - an increase of 102 per cent over the 1958 figure. At the present
time, a little over 30 per cent of total exports are accounted for by products
of the manufacturing industry; it is important to point out that among these
products, articles with a high degree of national materials are gradually
coming to the forefront, Between 1958 and 1963, for example, sales of basic
metals leapt from 5.6 to 28,2 million dollars ~ a 400 per cent increase;.
textiles went up by 83 per cent, with e@pns sales at 37,7 million dollars
in 1963; food products, excluding sugar, went up by 250 per cent, with exports
at 116 million dollars; and publishing, together with the paper and paper.
products industry, increased its 1958 exports by 218 per cent, with

17.9 million dollars! worth, (See Tables 19 and 20,)
/Table 19




.. Table 19.

MEXICO: EXPORTS OF MERCHANDISE
(Annual averages in millions of dollars)

T

Ttem ... 1953-1958  19s9-1963 | Leroemtage
Total . 695,6 820,1 17.9
I, Consumer goods o 20,4 341.2 62,2
~ Sugar, refined and coarse - 9.1 35.7 292,3
Prawns - 2.2 43.7 106.1
Coffee M7 65.0 =314
Bovine cattle 15,3 .6 - 165:4
Fresh ‘and refrlgerat:ed meat, * L6 17.3. 30243
Tomatoes 12.0 21,6 . .80,0
Uncrystallizable honey 2.3 5.1 121.7
- Cocoa =~ 1.6 3.6 125,00 -
. Printed books 2.6 3.5 . 34.6 .
Cotton fabrics 2.8 4,8 Ti.4
Peanuts, with and without shella 3.0 N w22,6°
Chick peas 2.4 1.1 =542
II, Producer goods L83,.5 79,0 0,9
R&W cottm PR 203.0 18610 . “Bollv o
Petroleum and its products o .3 35.6 -11,7
Iron and steel products 5.2 . 12.4. 138,5
Lead and concentrates 52.5 31.6 T =398
Zine and concentrates 29.5 27,9 R
Copper. and concentrates 51.2 243 ~52.5
Fibres and yarn for sheafing 8.5 k.4 69.4
Natural and synthetic hormones 5.6 1.6 - 107.1
" Calcium Fluorine . 5.3 11,0 107.5
Hewp, fibres, yarn, string and rope b3 5.6 30,2
Hemp 3.8 R T I “bhT
Podder AR 705 6.5 "‘13’3
Manganese 3.8 3.3 ~13,2
Cotton waste 3,6 33 13,9
< ~Mercury 37 3.3 . . =10.8
Copper wire 19 0.8 . =55.6
Bismith 1.1 1.7 Sha5 -

Source: National Foreign-Trade Bank; and Government Statistics Department,
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Table 20

MEXIC0: BPMTS OF MANUFACTURES
(Thousands of dollars}

‘ Percentage - Porzentage
Heom - 1953~1950 of 19591963 of
total total
Total 42 723.8 20,4 289 216:0 1Y
Food products 33 04943 b7 118 709.2 1245
Baverages 510.2 0,2 1 206,2 0.1
Tebaoes 12,0 0,0 | 15,2 0.0
Textiles 20 5534 2,9 W 6514 4.0
W, garoents, and other artloles made from
textils products 3 402.6 045 9 1035 0.3
Wood and eork 2 658.3 Ot k 431.6 Ce5
RPuniture and accessories 85,2 0.3 3 008.3 0.1
Paper and paper products 1 17540 0.2 10 51447 1.1
Books, mepazines, and other articles of the
publishing industry 3 51649 0e5 7 38148 0.8
glin and leather products, excluding footwear
end garments 290, 0.0 1 39046 042
Rubber products 390,7 11 § 22546 0.0
Chemloale and chemieal products 17 59549 2.5 20 20845 242
Produsts derived from coal and from petroleum 28 £59.6 - B 25 03743 - 2.8
Non-metalilo mineral products 8 7134 1.2 | 10 988.6 1.2
Basis motal-produste 5 il 0.8 28 19,6 . 2.0
Metallle menufactures 2 9396 0.3 3 0948 0.3
Machinery, non-elestris 3 zB_d.z_ 0.5 77185 0.8
Electrical mashinery, appliances, and artieles - 784,0 0.1 2 140,) 0.3
Trensport mterial ' € 77743 1.0 2 77848 0.3
. Miscellansous mnufastures 3 05744 0ul 5 H36 046

Source: Government Department for Eeonomie Studies.

/Chapter III




- 33 <

Chapter IIX
 INDUSTRIAL GROWTH OF DIFVERZNT SECTORS
1. The petroleun industry
- The nationalized petroleum industry has made a considerable progress
.in integration and consolxdatlon, and is becomlng one of the most important
bases of the country!s economic development., o
Since 1938, production has been increasing in respbnseﬂio the country's
demand; the industry's supply has been such that the demand has been adegua-
tely met, and a certain margin has also béen?exported. It must be pointed
cut however, that owing to technical reasons of productlon or of transport,
some products have had to be 1mported. These imports have been reduced over
the years and are now of llttle imnortance. BN
(a) Prospectlng
Between 1950 and 1964, 157 new oilfields were discovered: prospecting,
which 1ncludes gaology and ngphy31cal projects in several staies, is belng
continued in as- yet unproductive areas, o
(v) Drilling O R
In 1950, 218 wells were drilled; in 196&, the figure was 631 while
the highest figure for the decade was 762, in the year 1960, Of the wells
drilled in 1950, 133 were productive, while in 1964, 443 were productive,
Total drilling in 195C amounted to 271,000 métres, and by 1964 had increased
“to 1,479,000 metres,
{e) BReserves
N Total reserves in 1950 were 1,607 million barrels, which includes
crude petroleum and natural gas- in 1964, these reserves amounted to 5,227
million barrels.
(d) Operation '~ _
" 73,9 million barrels of crude petroleum were extracted in 1950, while
the 1964 figure reached 129.8 million barrels. - In 1950, 1,762 million cublc
- metres of natural gas were extracted, and in 1964, 13,735 million cubic metres,
These figures give an armual increase of L,2 per cent in crude petroléum
extraction, and an average ‘annual increase of 15 8 per cent for extraction of
natural gas.

/(e) Refining




{e) Refining
The capacity of refineries increased greatly from 1950 to 1964, In

1950, the topping capacity was 187,000 barrels per day, and the cracking
capacity 26,000 per day. In 1964, the figures reached 504,000 end 127,000
per working day, respectively, This increase in capacity enabled 126,9
million barrels of crude petroleum to be refined in 1964, compared with 55.8
million barrels in 1950, an annual rate of increase in crude petroleum
refining of 6.1 per cent,

() Consumption, imports and exports

In 1950, the domestic consumption of all kinds of petroleum products
was 43,7 million barrels, while in 1964 the consumption was 98.6 million
barrels an averoge rate-of increase of 6.0 per cent., Imports accounted for
6.0 per cent of the consumption in 1950, and for 5.4 per cent in 1964,
Exports fell from 23,6 million barrels in 1950 to 11.2 million in 1964,

(g) Employment

The total number of persons employed by PEMEX (Mexican Petroleum
Company) in 1950 was 34,104, and in 1964 had inereased to 50,367.

(h} Petrochemical plants

The history of the Mexican petrochemical industry can be summed up
as followss: 1940, the manufacture of lead tetraethyl; 1942, the recovery
of sulphur from bitter gas; 1944, the recovery of carbon dioxide from
natural gas; 1948, the first ammonia plant, new plants have since been.
constructed, In 1958, the dodecylbenzene plant in Ascapoltzalco, F.D,, was
inaugurated together with the high octane gasoline plamts through processes
of halogenation and alkylation; in 1961, a catalytic polymerization plant
for processing tetramer began operation; in the same ysar the anhydrous
anmoniac plant in Minatitldn, Ver., was finished; in 1962, the anhydrous
ammoniac plant in Salamanca, Gto., was finished; in 1963, an aromatics
plant began operation in Minatitlén, and in Ciudad Maderc another dodecyl-
benzene plant was finished, etc. '

In 1964 the country already had 30 petrochemical plants for basic
products, the manufacture of which is in the hands of the governmsnt; The
most important products are: ammonia, ammonium sulphide, sulphur, dodecyl-
bezene, aromatics, acetaldehyde,.ethylene, ethylene oxide, butadiene,
methanol, styrene-~-butadine, urea, and anmeonium nitrate,

/In the
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In the same yesr, the number of petrochemical plants in which private
enterprise can participate either .alone or with government partnership, had
reached 48, These plants . manufacture some 120.products,.the most important.
of which are: urea, carbon black, nitrogénous and phosphate fertilizers, -
acetic acid and anhydride, acetates, acetone, butanol, polyester fibres,
glicols, benzoates, epoxy resines, caprolactem, ethalolamine,-phthalic
anhydride, lead tetrasthylene, cellulose acetates, fonnaldhyde actlve
agents, etc. (See Table 21.)

2. Electrlcal rower

The Mexican electrical industry has undergpne radical changes in the
course of the last decade, GOVernment partlc patlon 1ncpeased.dur1ng~th18
period, particularly w1th the nurchase of the assets of the "Company for
the Promotion of Electrical unterprlses“, and of the "Mézlcan Light and )L
 Power Corporation” in 1960. The electrical industry for .public .service is-
now entirely under control of the Governmént, which is responsible for = .
investment planning in the industry, and for the administration of the service,
mainly through the "Federal Electricity Commission", the #Central Maxlcan
light and Power Corporation’, the "Mexican FElectrical Industry Cprpcration",

° and the "Chapala Hydroelectric Company",- : . Y
In 1964, 65.3 per cent of the total installed capaclty in the country
‘ belonged to the "Fedaral Electricity Commission®; 12,7 pér cent to the
"Central Mexican Iight and Power Corporatlon"'é 7 per cent to the "MEXJcan
Electrical Industry Corporation"; 2. 5 per cent to the "Chapala Hydroelectrnc
Company”, ‘and: 12,8 per cent to other enterprises of sutoconsumption,.

The four state companies combined a¢céounted for 87,2 per .cent of the
total installed capacity, .

(a) * Installed capacity: : : :

.In 1950, the installed capacity amounted to 1,235,000 kW and in. l96h,
5,271,000 kW, an ammual average 1ncrease of 10,9 per cent, In- 1950 hydr0~
electric stations provided 49.1 per cent, of the installed capacity, and |
thermal stations provided 50,9 per cent, In 1964 the percentages were 42,3
per cent for hydroelectric stations, and 45.9 per cent thermal stations,.

' Jtable 21
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Table 21

Ttems Unite 1950 1955 1960 1961 1962 1963 2964
ls Prospesting N i
Prospeating groups Unite % Yy I 4 * 34 40
013ftelds discovered Units k 1 i Y 13 10 12
2» Drilling ' ) ,
Welly drdllsd Units 28 330 v62 726 639 554 é31
Tost wells Units 33 74 103 106 76 70 89
Operational wells Units 185 256 59 €20 563 B4 548
Produstive wells Units 11 224 78 513 Ly 385 443
Total depth 1 000 metres 71 546 1605 1609 1597 1403 163
3e Regsarves ’
Crude and refinsd 1 000 barrele 1126 . 1703 2 763 2 764 2775 2 936 2 925
Natural gas g/ 1 000 barrels ha 1 oy 2 ogh 2225 2232 . 2214 2 302
. Totals 1 000 barrels 1 607 2 750 by 28y 4 990 5 007 5 150 5227
"h Qe_r_a._tion
Orude, refined, etse 1 000 barrels %3881 91 370 106 772 116 820 121 563 125 829 129 86k
. Natural gns Millions oubio me 1 762 3 392 9665 10210 10516 11 13%7%
5e Rofining
Capacity of refinerles
Topping b/ 1 000 barrels 187 - 269 393 Lol 410 59 q0k
Craaking b/ i 000 barrels 26 3 7% 105 .103 109 127
Cruds potroleum C :
processed in one year 1 000 barrels 55 825 B0 506 107 279 118 361 118 W52 119 611 126 176
6o Digtribution ‘ . _ ,
Total sales 1000 barrels & 260 79 0% 82732 IO4 177 106360 108 811 115 819
Domestio 1000 bayrels 43 6% 53263 081896 69019 8802z 50088 98 €5
. Exports 1 000 barrels 23 564 25 834 788 15158 18388 18723 11 166
7 cmwﬁm L ‘
Total consumption 1 000 barrels 57 782 72 53 101 999 131 Byb 1oy 235 110 469 116 93
PEMEX sals of 1 000 barrels Wyso 6389 B5u488 9047 83109 90475 97 083
PEMEX imtornal : ‘
sensumption 1 0G0 barrels 6 & 9282 13492 17 B84 13960 lh sl 13 567
Inports 1 000 barrels 3 455 % s 9 019 3333 L 168 5303 & 340
8, Esployment : , -
Fmployed persons  Unitas g4 304 W3 352 M6y 46158 Wy 365 U9 605 50 367
Permanet staff d/ Units 22117 2653 20018 9113 31830 32858 33 W2
Tomporary staff o/ Units 11987 16815 16739 1504 1553 167 16895

é"

el

on? Moxican Petroleum Compeny.
Thefmis squivalent of gas expressed in barrels of liguids

Amoghite per working day.
Inolwdes salss of products imported by PERMEX.
Hunber of employed persons at the end of the years
Annual average of temporarily-smploysd pensons,

" /(b) Paer generated
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{(b) Power generated
In 1950 byt23 millidn kWh were perérated, compared with 15,748 million
- _lkWh in-1964-an annual ‘average increage of 9,5.per cent, | Hydroelectric

' _stations accounted for 44.1 per cent of the. power.generated in ].!}50 and -

_ thermal stations for 55,9 per cent.  In 1964; these percentages were. ‘43,6 »
. and 56,4, respectively.’ oy

{e) .@orta

In order to supply certain i‘rd_n_tier communities in the north.of the .

.country, 125 million kith were imported in 1950, and 158 million kith were
~ dmported in 1964, ‘ ) . 1
-(d) -Consumption s
) The total consumption of electric power was h,187 nillion kWk in 1950,
~and 13,292 million kih in 196h an a.nnual increase of 8.7 per cent. Imports

'«a;ccounted for 3.0 per ‘cent of total consmption in 1950, and for 1, 2 per cent _ l

in 1964, Consumpt:.on per cagita increased from 160 kith in 1950 to- 375 kh’h
.dn 1964.a.6,3 per cent annual increase ' :
-(‘e;) Productivity of equi _pment B

o Productivity of electrical equn.pment s ealculated on the rat:.o bet.ween
“the amount of kilowatt-hours gernerated and installed capacity, wis fairly
-constant until 1963, During 1964 it increased to 5,698 kih/kW, equ:.valant
"to 65.0 per cent utilization, (See Table 22.)

3. The construc‘b:!.on mdustgz

Acemrding to available ‘indexes; the construction industry has developed -

" at an annual rate of 746 per cent, Taking the index 1950=1C0, in 1964,

a figure of 2?2.8 had been reached, The -construction industry!s gross
domestic product increased from 2,625 million pesos in 1950 to 8, 310 million
pesos in 1964 (both figures at 1964 prices), :Construction accounted for,

342 per cent of gross national product in 1950, for 3,5 per cent'in 1960, and

-for 3.7 per cent in 1964, .

/Teble 22
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fPable 22

Item 1550 1955 136D 1561 1962 1963 296k
Inetalled cepacity (in 1 000 ) 125 192 aom 3y 5% b3 s
In hydroelestrio stations s 922 1328 1333 - 1564 1573 229
In theyml stations 628 1 00y 1693 1542 2 DD 2 &0 304l
For publie service 916 1451 238 2435 2724 3369 43y
For private service 224 365 " 614 726 729 764 730
Por mixed service 95 13 99 1% 11 10 154
Poderal Eleetricity Commissien 167 £03 1161 1 390 1 661 2 712 9 s
Mexican Light end Power Corp. 8 b0 635 L S 667 &6y
Mexicen Elsctrigal Indugtry Corpe o/ 157 204 332 3 M ¥ - 36
Others Y93 632 893 8ry 8 = 86 89
Power gerereted (milliens of Kuh) bh23 7002 1063 11 12507 13707 35748
In hydroslsotric stakiona 1 949 3 4y 5197 5 032 5 345 5 809 6 Bee
In thermel stations 2 4 3 555 5 433 €715 7162 7 0k 8 882
Por public service 3 543 5 616 8 524 gug 10112 W 22 %)
Por private serviee 7 1 286 2 112 2 299 2395 259% 2 789
Fedaral Elootriolty Commigsion 438 2 025 urns_ ‘Gop6ef WIrBe/ 6248 BU
Moxican Light and Power Corps 1663 219 218 3154k 298¢/ 310 260
Mexisan Elastrical Industry Gorpe s/ 991 958 2229 1423 1309/ 137. 143
Othars 136 183 soy 3oy 3 150 3 0f1 2 869
Ixparted Paver 5 X s s g8 s 1B
Power oonsumed b/ 418y 6789 1035h 113y 1Ay 123194 13 292
Consumption per oaplits of W 223 M 310 pLvd 23 x5
3581 36% 352 338 360 -3257 5 698

Frodustivity of muipuent d4/

Sourcet Hationsl Pinenoe Corporation, Deperbuent of Pinanolal Studiss, with information provided by the

Pormerly Nafin Elacterical Enterprises.

Fet power generated,

ET

Statistics Department of the Foderal Elsctrioity Commission,

Power genersted plus imported power, minus transmission Jossas.
Por 1962, e;timtad pewer consumption per capiti. -
Kilowett-houra generated per ingtalled kllowatiages

/Both private
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Both private and public investment have contributed towards this
increase, with varied types of construction. Private investment in
construction accounted for 23 per cent of the foﬁal fixed investment of
the private sector in 196A which amounted to 17,905 mllllon pescs. The
value of private construction 1ncreased from 862 million pesos in 1950 to
4,116 million pesos in 1964, which represents, at current prices, an
annual growth rate of 11,7 per cent, ‘ | | ' ' '

Public works experienced great. develcpmnt durmg the Years under _
con51deratlon here. The Secretarlat cf Publlc Works 1nvested huge sums
in public money offices, post and telegraph offlces, government buildings, .
micro-wave commmicatlons systems, publlc offices, rcad—transport termlnals,
federal airports, railways and roads. In order to aporeclate thls, the
following stat.istlcs are g:wen' 1n 1950 there ware 4,231 poat offlces,

1,144 telegraph offlces, 13 585 kllometres of paved roads, and 23,30D
kilometres of permanent way; in 196h the number of post offices was _
4,987, there were 1,825 telegraph off;ces, 33 OOD kllometres of paved roads
and 23,793 kilometres of permanent way. -

The agrlcultura.l census of 1960 gave a total :Lr-r:Lgated area of
3,&08,&39 hectares, which wag 1443 per cent of the workable area at the time
of the census. Between 1961 and l96h, the area under irrigation increased
by 214,875 hectares, 75,368 of which were added by the irrigation works
constructed in 1964, giving a grand total of 3, 623 »314 hectares.. In 1960,
the National Housing Institute constructed 3,679 houses and the National
Mortgage Bank made ;oans to the value of 675.0,m111ion pesos for the
construction of works such as drainage, wcter, p&ving, public markets,
slaughter houses, housing etc, ' '

Le The manufacturing industry (selected consumer goods)

(a) Sugar .

The sugar industry at present has 72 refineries, with a total
production capacity of 3.2 million tons of sugar per season, Durlng the
1964~1965 season, there were 412,744 hectares of sugar cane under -
cultivation, and the area harvested was 369,412,5 hectares,

/The 1949-1950
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The 1949~1950 season produced 618,000 tons of sugar, while the
19641965 season. produced 1,789,000 tons an annuval rate of increase of
7.9 per cent. White refined sugar accounted for approximately 72 per cent
of the 1964~1965 crop, and coarse sugar for the remaining 28 per cent,

Of the total available sugar in 1950, 584,000 tons were consumed at
home, and 21,000 tons were exported, In 1964, home consumption amounted to
1,310,000 tons, and exports to 485,000 tons, A comparison of the figures
for home consumpbion gives an annual growth rate of 5.9 per cent, Although
the 1965 exports were far higher than the 1950 figure, they have not reached
the maximum export figure of 1961 which was 586,251 tons. (See Table 23,)

(b) Beer | |

At present there are 19 brewertes distributed among 11 of the country's
32 states, There are also 7 malt factories which supply the béer,indus{.ry
with raw materials, The raw materials utilized are produced in the country,
with the exception of hops which are imported entir'ely from abroad, It is
important to point out that the beer industry is one of the oldest in the
country, and has motivated the setting up and development of related
industries as varied as the production of: malt, bottles, bottle t.ops',"

- cardboard boxes, and packages, ice, ice and refrigeration plants, carbonic
acid gas, rolled steel product, tin containers, barley éultivatior;, etc., to
rention the most important. ' ' | .

Between 1950 and 1964, production of beer iﬁ_the' country roséAfroml
 500,6 to 965.7 million litres an average annual increase of L8, Of the 1964
production, 95 ;per. cent was bottled, 3 per cent was barreiled, and 2 per cent
was camed, - _ . o

.'Apparen_t. consumption has tended to follow production. For example, the
apparent consumption for 1950 was 500 million litres , and in 1964 was 962 .6,
million litres. Consumption per capita ovér the same péfiod increased from
19.1 to 23.8 litres. (See Table 24.) A |
(¢) The textile indugtry o .

In spite of the large number of factories in Mexico for spiumning and
weaving artificial fibres, wool, hard fiﬁi‘es and special fabrics, the cotton
industry remains the most important, since it makes use of apprqmately
40 per cent of the personnel, wages and salaries paid, and value c;f‘_ produétion.
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Table 23
MEXICOt SUGAR PRODUCTION AND CONSUMPTION
(Thousgnds of tors)
Available smwunts Hatribution -
Yeur : : o - ] .
. Stooks at Bomostle Stocks at
Jans 1sts Prodistion Totad - conmumphlon - Exports Dooe Ilste
1950 iy 618 665 584 2 6o
1955 0k 886 1 090 8oz 7 211
1360 tig 1 426 1 85 103 u32 982
1961 382 1 4ok 1786 1063 585 138
1962 158 "1 4n 1579 11l 384 66
163 66 1638 1 70k 1207 - 58y 108
1564 108 1 789 1897 1310 L 102
Seurce: Netional Union of Sugar Producersy Daw of Economio Studiess -
&/ Includes 31 302 toms and 16 4gY tons imported m;sﬁé and 1957, respectivelys
" Pable 24
MEXICO: BERR PRODUCTION AND CORSUMPTION
(Thousends of Jitres)
: ‘ doﬁstﬁiption
Year Production Apparant : " per - capita
songunption gf {11tres)
195 500 606 499 937. 1901
1954 678 327 677 676 2243
1960 852 Lgy. 851 L3z - 27.8
1961 ko . 839 35 . 233
1962 - 858 586 855 722 2ol
1963 : 849 581, T 846 853 22,1
1964 965 702 - 999 743

- 298

Sourver Na'uonal Assvolation of Baer l".s.mfao'buraaaa
& Produstion plus 1mporfts, Minio expeiise
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The cotton industry has 300 factories, the majority of which are integrated
with spinning, weaving, and finishing processes, and which have 1,416,000
spindles and 41,934 locms. Apart from this, there are 8,000 wooden looms
which are not considered within the industry, but as artisan industries,
The cotton industry at presemt emplcys 46,500 employees and workmen,

Although the number of spindles and looms has not increased considerably
since 1950, it must be pointed out that the enterprises have made efforts at
modernizing the obsolete equipment, a process which cannot be seen in the
figures given, Since the second World War, textile entrepreneurs have been
modernizing their factories, and the task is still not firished; even now
many factories are operating with antiquated equipment, It thus occurs that
60 per cent of the machinery used in the cotton industry at :the present time
is modern; in the wooller industry, 50 per cent of the machinery is modern,
and for the manufacture of artificial fi‘bres, 96 per cent is modern,

Cotton consumption increased from 72,145 tons in 1950 to 133,762 tons in
1964, The production of cotton fabrics increased at the rate of 'h,S per cent
anmually by increasing from 64,980 tons in 1950 to 120,386 tons in 1964,

. Imports of cotton are negiigible, but exports reached 6,160 tons in
1950, falling off to 2,063 tons in 1964,

The apparent consumption of cotton textiles in Mexico increased 96.8
per cent in 1964, i,e. somewhat more that the increase in production, which_
was 43 per cent, showing that in view of the loss of foreign market the cotton
industry turned towards the demestic market. (See Table 25.)

The woollen industry, because of the country's climate and habits, has
a small share in the textile industry in general., In 1950, the production
ws 5,684 tons, and in 1963 it was 8,390 tons an increase of 47.6 per cent.

It is important to point out that both exports and imports of finished
wodllen goods are negligible, but imports of washed and unwashed wool, however,
reached the figure of 258 million pesos and 11,444 tons in 1964,

The textile industry 61‘ artificial and synthetic fibres is relatively
new, its products have replaced those which wers previously made of silk,
Products of this industry are made of tke following fibres: rayon, acetate,
nylon, polyester, acrylic, etc,, which have found ready markets, and it can
be claimed that they are gaining ground on products manufactured with natural
fibres, In 1950, the production of these articles was 15,908 tons, and in
1963 was 27,615 tons an increase of 73.6 per cent. (See Table 26.)
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MEXICOs COTTON MEXMLR INDUSTRY

Teble 25

Iom 1550 1955 1960 1961 1962 1963 964
Equipment : ;
Installed spindles Thoitsends 1 109 - 123 - 1 300 - 16
Installed loma Unite 7 16 - ho 194 - 4o 154 - 3 g34
Bew materiel L ) . - _ ' . ‘ -
Cotton consumed Yoris 72245 83932 M6LI5 196863 220 128 My 193 782
Production and butien - )
Production of cotton fsbrics  Tong 65 &9 7207 1A %5 w2Wy 109926 - 15 hzz T 120 386
Imports © Toms ‘1 4a1 852 - 184 " sh3 k3. 209 . 211
Total availability fons 67 050 72 869 101 59 102 730 110 069 115 631 120 537
Exports Tops 6 360 146 845 1878 5 763 4 352 2 063
Available for domestis . ‘
sonsumption Tons ° 60 B30 71 453 102 604 100 912 44 306 12 279 118 534
Ruployees and workmen 50 778 lig 588 45 500 46 500 46 500 46 500 © 46 500

Porsona

Sourees Bstimations of the Department of Pinencliel Studiss, Notiumnal Pinatse Gerporations
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Teble 26
MEXTCO : PRODUCTION OF ARVINICIAL FYERES
{Zona)
Total Fram esliwdocs
TR preduston  pavaert "::i’i: bard voste T
1950 8 106 7729 25 - 162 -
195 10 583 9 425 a7 - 181 -
1952 12 725 10 437 2 028 - 260 -
1953 10 063 7 854 2 078 - 136 -
1954 13 732 5 764 - 3848 - 300 -
1955 16 746 10 908 5 538 . 300 .
1956 20 279 12 279 & 1k 2 015 99 -
1557 12 421 8 818 6 533 1835 VA 165
1558 19 953 9 155 7 397 2 96 W3 281
1959 22 592 1 038 7151 3 524 382 438
1960 23 28 12 obh 6 915 3 376 222 661
196 23 €14 10 920 2 530 2 9y 960 1297
1962 25 225. 11 602 v )] 3 0l 320 2 913
1963 29 694 12 269 8 &6 2 86 325 I 363
155 15 122 10 132 3 828 323 5 &

3oty

Souraas Dapertmort of Firansisl Studles, Natlonal Plmance Corporsilons
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The. appa.rent consumption per cagita of textile products made from
soft fibres had only sllght var:.at:.on in the period 1950~1963. In 1950,
the consumption vas 3.18 ¥z, and in 1963 only 3.48 kg, the pajor part of
which was accounted for by cotton articles {in 1950, 2,3 kg, per capita,
and in 1963 ,2 6 ke )o The per ciriia consumpiion of woolen articles not
only fal Led o mcrease », but was reduced from 0,22 kg, in 1950 to 0.21 kg,
'in 1963. The consumtion per cepita of artificial fibres was stbject to a
‘slight increase from 0,63 kg, in 1950 to 0.:69 kg, in 1963,

5, The manvfacturing industry (prodvcer gocds)

(a) The steel industry : .

' " The Mexlcan steel mdustry is made up of 3 integrated enterprlses,

5 sanl-integrated and 48 non—-lntegrated plants, The first cat.egary refers

to those pla.nts which produce pig iron, or sponge iron, steel, and which .

‘also have rolhng mills to manufacture articles of intermediate use such

as plates, rolled products, tin plate, shapes, etc, The second category

includes the plants which do not. produce pig iron or sponge iron, but which

have steel producing furnaces and rollers. In the third type.are the

plants which roll steel ingots, :
The integrated plants are "Altos Hornos de Mé.x:tco, S A.," ’ the "Compaﬁia

Fundidora de Fierro y Acero de Monterrey, S.A.", and “Hoja.laua y Limina, S.AM,
.The country s ’c.otal steel-producmg ca.pac:.ty is estimated at

2,700,000 tons, more than balf of wh:.ch comes from the three plants mentn.oned

above.

' " The productmn of steel ingots 1ncreased at the rate of 13,6 per cent

a.nnua.lly bet.we.en 1950 and 1964, the figures being 390,356 tons, and

2,326,1;96 tons respectlvely. To memufacture the steel a production of . .

2274 432 tons of pig iron was needed durmg 1950 and of 1,128, 814 tons of.._

cast and sponge iron durlng 1964. The growth rate of these product_a. was

12.1 per cent dunng th:.s psriod, | T , o
Of the pr:u\clpa.l mtermediate produc 8, steel-—pla’pe production rose

from 36,424 tons in 1950, to 232,303 tons 1964 an annual increase of

14.15 per cent, Production of rolled products went up from 78,202 tons

/in 1950




in 1950 to 489,374 tons in 196/ an annual growth rate of 14,0 per cent,
Tin plate production increased by 15,6 per cent annually by rising from
11,785 tons in 1950 to 89,033 tons in 1964,

One of the most important products for final consumption has been
seamless tubing, ;he production of wihich begen in 1954, From that date
up to 1564, production increased from 5,352 tons to 141,624 tons an armual
rate of increase of 39 per cent.

Imports in terms of steel ingots fell from 361 868 tons in 1950 to
276,830 tons in 1960, The highest amount of purchases abroad during the
period was 637,042 tons in 1957,

On the other hand, it is extremely important to point out that exports
of steel products have leapt amazingly. In 1950, only 5,351 tons of products
in terms of steel ingots were sold abroad, while in 1964 the figure was
148,450 tons, These fhigures mean that exports of steel products grew at an
annual rate of 26,5 per cent during the period.

Finally; the apparent consumption in terms of steel ingots rose from
746,873 tons in 1950 to 2,454,876 tons in 1964 an average growth rate in
consunption of 8,2 per cent, {See Tables 27 and 28.)

(b) The chemical industry
The Mexican chemical industry has developed considerably during the

past 15 years. This development can be measured by the increases in
production which have taken place, by the large numbers of new factories,
and by the diversification of the lines of production,

The most important of the industry's basic products are sulphuric acid,
caustic soda, synthetic fibres, aromatics and fertilizers, In secordary
production there are homones, antibioties, titanium -bioxide, phthalic
anhydride, paint fixers, plastics and resines, dodecylbenzene and sodium
sulphate, etc,

In order to express the industry's development briefly, 5 products
were selected which because of their multiple uses or their influence in
general econcmic activity, are representative of this development.
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Table 27

IEKIGOI S‘!'EE' MSTRY PR(DBGTI(N

{2ons)
- 3530 . - - -1955 1950 N T . 1952. ..41953 e . 196k
Primey mteriels
Pgiren a2z syl . 669265 77759 . B013h | 83318 926 263
- Sponge iron - - N4z w3lBr 16567 169 135 202551
Iron alldys ‘ - - 18 275 25 156 25 73% 25 317 42 568
Stesl ingots 330 356 712952 -1 491778 1633076 1710 662 2 016 883 2 326496
I_njsrﬁdla:te produnts ' -
Plates %N y288 1B 466 1325 85559 192971 232 303
Rolled jrodusts - 78 202 170 266 281 492 72 02 317 094 385 U3k 439 734
Tin plate - - - 1785 M5y G204t - G2 758 . 72573 G5 w24 - By 033
Shelp ' o - 27 842 56 6 - 10 296 42 197 %0 071
Wire rod S V4 28 450 119 095 127 998 139 500 1M i
Produsts for direct sonmmption - ST - SR
Seamleas tubes .. . i . 15 816 .-329.361 . 109 M3 .. 120 150. (127 140 . Q) 62
Volded tubes, b/ - h2930 12587 123912 . 93659 M6 3% 1738
Strustursl shapes IR -7 R i YWlyy .0 61386 50300 - 60628 69 793
¥archant mill shapes b/ 60 361 1ot 1ok 129798 125 sl 165 W2
Wrinkled rods b/ 11192 28485 246844 2sb 392 T 309068 333 7R
Rajls b/ 20 571 23 126 11 26 8 760 16 830 12 284
oﬂ\‘ﬂ.!f Lo lﬂ.”sv N ) .- R - A - -

Bourve: National Chapber of the Iron and Stesl Industry. ~ ‘
g/ Includes all rolled pnchnta rrcm 1950 to 1962. As rrom 1953, r.'qgums m givan un&er thair reapoot:ve

- heedings.

b/ Flgures includad in item "Others™ -
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Table 28
MEXT (03 APPARENT CONSUMPTION OF STEEL 8
(Tons)
Year Production Imports Exports Apparent
consunption
1950 390 356 361 868 5 351 W6 873
1955 712 982 422 590 ¢ 017 1 126 555
1960 1 491 778 L00 293 30 320 1 861 751
1961 ‘ © 1 693 076 280 784 Al 1 898 419
1962 . 170 662 261 84 73 192 1 889 3.
11963 - 2 016 833 238 994 234 K97 2 021 380
1964 2 326 L96 276 830 148 450 2 454 876

Source: National Finamce Corp., Department of Financial Studies, with
information supplied by Mexican Blast Furnace Co. and by the

National Chamber of the Iron and Steel Industry,
a/  In terms of steel ingots, '

Production of sulphuric acids is at a high level. In 196k there wers . -
15 manufacturing plants, with an installed capacity of 597,000 tons an ‘
increase of 760 per cent over the installed capacity of 63,lb5 tons in 1950, -
Production increased from 43,374 tons in 1950 to 439,728 tons in 1964 an
annual average rate of increase of 18 per cent., Imporis have never been
significant, and since 1960 no sulphuric acid at all has been imported.

(See Table 29,)

Caustic soda manufactured in 8 plants which have a combined installed
capacity of 100,000 tons. Their production inecreased from 8,440 tons in
1950 to 95,800 tons in 1964 an annual average increase of 17.5 per cent,
Importe fell from 29,189 toms in 1950 to 24,214 tons in 1964, Apparent
‘consumption went up from 37,629 tons in 1960 to 119,100 tons in 1964.

‘(5ee Table 30,)

[Table 29
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MEXTCOs- PROCUCTION AND CONSUMPTION OF SULPHURIC ACID -

{Tzme) |

Year - Installed " Preccuctien - Apparent

' capacity . o . consuwption
950 63 145 CM33T T L3 75
1955 | 161 200 12L 887 133 537
1960 340 230 2,8 828 249 248
1961 345 180 275 98 276 195
1962 420 420 338 891 338 951
1963 5268w 387 370 387 425
1964 665 188 439 728 439 878

Source: Department of Financial Studies of ths National Finance Corp., with
research data supplied by the Government Statistics Department.,

Table 30
MEXICO: PRODUCTION AND CONSIMPTION OF CAUSTIC SODA

Year - " Production < Imports  °  Apparent

‘ Lo R . ‘ : consumption
1950 gm0, 2918 369 . .
1955 22909, . . .30 496 . 43 028
1960 - 65 888 - 24 324 . 90 212
96y - 71338 . 20 375 oL 7.3
1962 . - . 8.4B 18 456 ... 101 831
1963 90 565 . L © 13 153 <. 103 718
1964, 94 886 ' 24 24 119 100

source: Department of Financial Studies of the National Finance Corp,, and
Goverrment Statistics Department,
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One of the main obstacles to the development of the caustic soda
industry has been the problem of utilizing chlorine, However, a solution
has been found in the preduction of ethylene glycol, pentachloro~phenol
2-1, dichlorophenoxiacetic ncid, sclvents, toxaphene, etc,

In 1962 the installation of tie petrochemical complex "Sales y
Alcalis, S,A," in Pajaritos, near Coatzacoalcos was begun, The plant will
produce caustic soda and chlorine, the latter te be used in the production
of ethyl fluid (lead tetraethyl).

In 1964, three different projects werse continued concerning the
manufacture of cellulose acetate, polystyrene (isolating varnishes) and
polyester fibres and their polymer. -

In 1965, 5 further projects were added to manufacture the following
raw materials: acrylic, polyvynilic, polystyrene, polyethylene, and
caprolactan fibres, which will produce sufficient in 1968 to cover the
greater part of the medium-term manufacture of symthetic and chemical
fibres, - '
A The total production of synthetic fibres was 8,106 tons in 1950 and
33,009 tons in 1964, which gives an ammual growth rate of 10.5 per cemnt.,

Artificial fibres from cellulose account for the greater part of this
production as nylon accounted for only 17.0 per cent of the total during
1964, S | B

Up to the end of 1963 the only source of aromatic products were the
byaproducﬁs of the manufacture of coke from coal, which gives an idea of
the 1limits in supply. H6Wever, at that time the aromatics plant of the
Mexican Petroleum.Comﬁany in Minatitl4n began to operate, This plant
produces important amounts of benzene, toluylbenzene, xylene and their
compounds. The country’s production in 1964 was 35,659 tons, which is.an
average increase of 9.2 per cent over the 10,417 tons produced in 1950. ,
The industry's principle products are coal, tar-pitch, naphthaiene, creosote,
and refined benzene product, (See Table 3l.)
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Tabls 31
MEXI®: PRODUCTION, moms AND CONSUMPTION OF COAL-TAR. DERIVATIVES
: - ey ns)
. Ttem 1950 19355 1960 1961 1962 1963 - 1964
Production 10 AZL‘7‘A,15‘820 26 247 26 580 29 468 33 760 35 659
~ Coal~tar pitch 4500 6195 9 741 9 783 12 952 15908 17 628
Naphthalene o - 82 . 751 823 1114 1481 1690
 Creosote 3306 5898 10611 10814 9753 10049 9 770
" Refined benzené' ' o . R
products - ° 2611 3 645 5144 5155 5 649 6322 65N
Imports ' 721 4153 32338 44885 38 931 33.041 40 736

Apparent, conswption 11138 19.973 58585 TLA65 681399 67701 762395

Source: Department of Financial Studles of the Natlonal Flnance Corp., with
: direct research data, :

As a consequence of growing industrial development and of the _lgw
relative capacity of the plants, imports of these fbﬁf'éroﬁafic products
increased considerably from the 7,021 tons imported in 1950 to the 40,736 tons
fimported in 1964, Apparent consumption went up from 11,138 tons to- 77,395
tons between 1950 and 1964 an average rate of increase of 14,7 per cént,

_ Fertilizer productlon, in view of the growing requirements of agricul-
'ture,has been one of the government's main concerns, - Productive ccapacity -
has been 1ncreased, and enterprises have diversified to satisfy these. -
requirements. htlﬁreSént, thére are 21 plants producing fertilizers, threg’
more in the project stage, and innumerable mixing plants., The indﬁstry's
main prodﬁcts‘are. ammonium sulphate, ammonium nitrate, simple super— '

phosphate, triple super-phosphate, anhydrous ammonia, complex compounds, and
organic fertllizers, : '
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Production of ammonium sulphate increased from 2,642 tons in 1950 to
166,95, tons in 1964, The figures foyr ammonium nitrate production, which
began in 1959, are 10,210 tons in 1959, and 126,416 tons in 1964. Production
of simple superphosphate went up from 15,462 tens in 1950 to 122,613 tons
in 1964, Production of triple supsrphosphate began in 1962 with 23,862 tons,
and increased to 41,442 tons in 1964, Anhydrous ammonia production began in
1951 with 8,381 tons and increased to 175,950 tons in 1964, There was an
increase in production ofcomplex compounds from 17,980 tons in 1950 to
176,948 tons in 1964,

If ammonium sulphate, simple am triple superphosphate and ammonium
nitrate production are considered in terms of nutrient units of nitrogen (N)
and phosphorus (P205)’ it will be noted that production of these units
increased to a very great extent: the production of nutrient units of
nitrogen went up from 542 tons in 1950 to 114,209 tons in 1964, and produc~
tion of nutrient units of phosphorus increased from 2,938 tons in 1950 to
42,567 tons in 1964, _

In spite of these increases in fertilizer production, fertilizers
are still imported, In 1964, 307,511 tons were imported, (8ee Tables 32
and 33.) |
(¢) The motor industry

The motdr industry began in 1926 with the first assembly plant,
However, only since 1962 has the industry been undergoing the process of
change from an assembly industry to integrated manufacture, In that year
legislation came into force which established the basis for development of
the motor industry (automobiles, and light and medium trucks), and by the end
of 1964 importation of motors for automobiles and trucks was prohibited,
togeﬁher with the importation of assembled mechanical parts for consumption

or assembly purposes,

_ Between 1959 and 1964 the number of automobile makes was reduced by
“half, and there are now only 9 factories which are turning out vehicles,
Manufacture of vehicles in these factories is becoming integrated to inelude
a minimm value of 60 per cent mational parts, The Government stipulates the
assembly quotas for the companies remaining in the national market,
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Table 32
MEXICOs FERTI)IZER PRODUCTION
o w
e - - Bupere Bvpore.. o R . = - Organle . .-

Yeur ;::g: ::’:::t‘:n ph:::z:::o, ph::::;:e, m“ﬂ :::f;":. ::x Others
1950 2 642 . - 15 462 .- - 17 980 364 -
1955 | 70 232 - 74 919 - 17 481 47 725 2277 -
1960 147 186 sl 337 93 232 " 19 676 74 211 1363 13 017
196 152 519 70 %69 204 031 - 38 3k 76 134 991 . 10 292
1562 157 260 123 947 109 oo 23 862 100 012 83 k3 1 808 - 11 744
1962 159 6047 7 M2k 7Y - U137 025 L 569’ 151 436 w559 e 18 563
a6k 266 95 % e 122 613 2 590 7% o 1055 17 o83

e

Sguryes Departmont of Pinancial Studies, National Fimanse Corpe

¥
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Table 33
MEXICQ: FERIILIZER PRODUCTION'Q/

(Tons_in rutrient units)

Year Nitrogenated Phosphorie
. (V) (P.‘205)
1950 5h2 2 938
1551 6 919 3 639
1955 14 398 14 235
1960 48 104 17 71k
19641 5l 686 ‘ 19 766
1962 ' 73 a, 31 882
1963 92 380 ‘ L2 838
1964 ' 114 209 42 567

Source: Department of Financial Studies of the Mational Finance Corp.
af Includes: ammonium sulphate, simple and triple superphosphate, and
gmmonium nitrate, _

In 1950, 10,384 automobiles were assembled, and in 1964 the figure
was 62,757 an annual increase of 13,7 per cent, The number of trucks
assembled in 1950 was 11,191, and in 1964 amounted to 32,322 an annual
increase of 7.8 per cenmt.. The total number of vehicles assembled in the
country increased from 21,575 in 1950 to 95,079 in 1964, giving an annual
increase of 11.2 per cent, :

There are also five plants, integrated to a great extent, which
produce medium and heavy tractors; four factories producing buses; five
large-scale chassgis factories, and & greab number of small chassis factoriss,

Imports of assemhled automcbiles amounted to 9,629 in 1950 and 26,250
in 1964, In 1950, imports accounted for 92,7 per cent of the total automobile
supply, and in 1964, for 41.8 per cent. Imports of trucks amounted to 6,149
in 1950, and 9,017 in 1964, These imports accounted for 54.9 per cent of the
total truck supply in 1950, and for 27.9 per cent in 1964.
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Production and imports of vehicles over the pericd accounted for an
increase in the total number of vehicles in circulation from 302,798 in
1950 to 1,080,497 in 1964 an annual incfease of 9.5 per ceat, .Of these
totals, automobiles accounted for 173,080 in 1950, ‘and for 686,897 units
in 1964 an annual increase of 10,1 per centy trucks accounted for 129,718
in 1950, and for 393,600 in 196&, an annual growth of 8,7: per: cent

Auxiliary industries of the motor industry have nrogreesed considerably
in the last five years, (See Table 34,) '

(d)  Construction of railroad cars :

Railroad car construction in Mexido began in 1955, Until 1958 freight
cars only were produced, but from 1959 onwards, pmductiOn was diversified
with new lines such as cabooses , cattle cars, express ea;-s, hoppers, and
gondolas. . |

In 1955, 858 fre:l.ght cars were produced, compared with 1,710 in 1961,
In 1964, only 263 freight cargs were produced,‘ because of the new lines of
production which appeered: express carg, hoppers, and gondolas.

Production of oabooses began in. 1959 with 6 cabooses,compared with
173 in 1960, and 46.in 1961, Cattle car .production began in 1961, with
518 units. In 1964, three new lines began production: express ce.iis, with
14 unitsj hoppers, with 49; and gondolas, with a production of 750 unita,

It is worth ment.lonlng that same industries whi.ch have no direct
comnaxion with ra.:.‘.',. transport, such as steel, mining, and cemnt plants,
have been abeorbing to an increasing extent scme of the national railroad-
car production, Production has been continually d;wermfmg, and cars have

even been purchased by other coun‘ories, with equal prJ.ces and specifications.
{See Table 35,)

(e) Cellulose

At present there are 18 cellulese plants in the country, 2 of which
Bre integrated mth paper making. Five plants produce swlphate pulp; one
‘plant produces sulphit.e pulp; five others, straw pulp, four, chemical pulp
from ba.ga.ese- four, chemical dissolving pulp from cotton fibres; aid five

more produce ground wood, The total production of these plants is estimated
at 327, 531 tons annuelly. -
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Table 3%
MEXICO: MOTOR VEHICLES

Inports of sssenbled vehicles o/ Vehiclos in eiroulation

oar Vehisles assembled in the eountry

Automobiles Truocks | Total Automobiles Trucks § = Total dutomobiles Trucke o Totel
1950 10 384 11 192 2 575 9 629 6 149 15 778 -173" 080 129 18 302 798
1960 28 121 21 686 kg 8oy 32 666 " 5702 38 368 483 101 319 5l9 802 650
1961 39 524 23 039 62 563 17 857 6 823 24 680 520 691 & 333601 & 85k 292 &
1562 4o Box 25 836 66 637 15 335 5 932 21 267 548 151 354 ¢52 902 203
1%63 49 us8 25 891 75 349 20 054 & 259 2% 323 §17 b0 380 254 998 21k
1964 62 757 32 322 59 079 26 250 9 017 35 267 286 893 393 600 1 oBo kg7
Sources Dupartment of Financial Studids, Matfonal Pinance Corpe

|

g le i 2,

¢€ orqel/

Includes lmports to duty-free zones.
Inoludes specia)lliy-equipped buses and truckes
Includea buses.
Betimgted numbers.
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Table 35

. m‘«:loo. PRODUCTION OF RATLROAD CARS
(U"si.bs)

Year Freight _Caﬁboées‘ Cattle Expm':'sa Hoprers -_'_Gondol'a'a 7 Total

cars cars  <ars
1955 . 858 - - - - - . 88
196 153 113 . . - - T 1686
191 . 1710 46 - 58 - - - 22U
1962 8 0 e . - 88 - 315 300 787
1963 - 432 - - s - 19 2%
1964 .23 - . o~ L 49 %0 . -

Source: National Railroad-Car C.onstz'-'ilct‘ion Company .-

The country's production of cellulose pulp 'deveioped_con:ﬁiderably
during the period under consideration - pfdductn.on increased ﬁure than
fivefold, In 1950, 60,323 tons of pulp were produced and in 196h the figure
was 327,531 tons, This production includes pulp for the manufact.ure of a
.vast, range of pepers and peperboard, chemical pulp, for dls..»o...vmg and “for
the manufacture of artificial fibres, and ground wood for: ne.mprmt "The
annual growth rate in production during the period was 12, 8 per cent.

In 1964, the total production was 327, 531 tons, 78.0 per cent of which
wag’ chemical pulp, and of this percentage, 95,9 percent was wood pulp for
paper, The bulk of cellulose pulp is at:l.ll made up of sulphate pulp, which
accounted for h8.9 per cent of total product:.on in 1964, Recently, however,
the development of new techniques for obtainmg pulp from rew ma.terlals
_such as bagasse and straw, as well as for the production of ground wood for,
. newsprint, has tended to diminish the importance of sulphate pulp. In 1964,
lS.h ‘per cent, of. the total pulp production was “obtained from bagasse » 642
per cent from. straw, a.nd 21,2 per. cent was ground wood, The remai_nder was
made up of sulphite pulp and chemical pulp from cotton waste, In 'ép'ite of

pmduction increases, imports still have to be made to meet the demend.
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Between 1950 and 1955, total imports increased from 60,767 tons to 109,486
tons, Since 1955, the growing neational production of cellulose pulp from
traditional and from new raw materials reduced imports to 90,125 tons in
1964. Pulp for the production of ariificial fibres accounted for 24.4 per cent
of the 196} imports, waste accounted ifor 2644 per cent, chemical pulp for
paper accounted for 39,1 per cent, ard ground wood for the remaining 10,1
per cent. (See Table.36.)
(£)  Paper

‘There are 37 paper plants in the country, with a theoretical installed
capacity of 625,072 tons (1964): by 1966 it is projected to increase this
capacity to 700,000 tens, The main plants are: “Cia, de las Fibricas de Papel
de San Rafael y Anexas", the "F&bricas de Papel lLoreto y Pefia Pobre”, the
“Cia, Indusirial de Atentique", the "Empaques de Cartén Titdn", the "Fébricas
de Papel Tuxtepec", the "Cfa. Industrial de San Cristébal", the "Cartén y
Papel de Méxdco® , and "Kimberly Clark de México", whose combined production
in 1964 was 66 per cent of the country!s total,

Between 1950 and 1964, the national production of all kinds of paper
increased from 157,803 tons to 557,664 tons an amual growth rate of 9.4
per cent, ' , '
The industry's production has diversified to a great extent, Presenmt .
production includes several kinds of duplex or grey cardboard and paperboard,
corrugated paper, Kraft liner and semi~-Kraft liner, newsprint, all kinds of
writing and printing paper, toilet paper and face tissues, and some
specialities, ' .

The impressive increase in the country's paper consumption per capita,
particularly for newspapers and magazines, caused imports, in spite of
increases in domestic production, to go up at an annual rate of 6.8 per cent
betwsen 1950 and 1964, In 1950, imports amounted to 54,332 tons, and in
1964, 136,007 tons. The main impert item is newsprint, which amounted to
99,036 tons in 1964, and which, when added to production, gives an apparemt
consumption of 114,627 tons, However, one of the most important pieces of
industrial promotion in recent years was the setting up of the Tuxtepec
paper mills, which produce newsprint ~ an article that previously had been
imported totally. The plant uses as raw material ground wood obtained from
the pine forests of Sierra Judrez and Pihatlén, in Oaxaca. The theoretical
installed capacity is 50,000 tons per year,
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Tahle 36

¥EXT30s NATIONAL EUPFLY OF CELULOSE PURD

{Tona
1950 955 1965 | 1261 1962 1963 1964
1, Preductlon 60323 80 000 2U5 %00 265 $30 285 yak U458 B20 506 K
Chemical pulps - « 186700 202 890 220 832 23 21 258 566
8) Por peper | - - 280000 193169 208 0 22439 247 00
b) Dissolving pulp - - 6 700 9721 12 22 9 722 10 605
Ground wood - -~ 59000 62500 & soz 69 251 69 726
1 m_a_ : 60767 09486 - B Bl2 72309 55208 71392 50125
Chealoal pulp £or paper 51129 - 58911 28 7230 30 528 . 26 11 a7 b 35 200
Shemioal pulp for artificisl fibres - 554 11 313 e 26 L 1536 1867 2 988
Weate 7736 3896 13234 25436 100 19 ¢ »m
tround vood 18 293 3 1;77 ' 2"171&' ~ 9us€ 5588 9159
fotel 121000 2189486 ;3 oue 37 699 ho7i2 530A2 536530

Sourse: Depariment of Pinancisl Studies of the Natiomal Finence Corpe, from data mpued by the Moml
Chamber of Paper Industries and the Gwermnt Statistics Depesrtment.
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It is worth adding that in 1964 the national paper industry covered
8044 per cent of the gross tonnags conmumed, (See Table 37.)
(g) Cement

The cement industry is one of the country's staple industries not only
because of the value of its producticn, but beczuse of the amounts of
investment and persormel it involves, There are at present 21 companies
with 22 factories spread throughout the country The combined capacity
of these plants in 1964 was 4,609,500 tons compared with 1,974,000 tons
in 1950, giving an average growth rate of 6.3 per cent, )

Froduction has increased at a similar rate: in 1950, 1,387,544 tons
were produced, and in 1964 the production was 4,338,880 tons an amnual
growth rate of 8.4 per cent, Imports have been continually reduced, and are
now negligible: 29,453 tons were imported in 1950, compared with 5,222 tons
in 1964, Exports were irregular during the period under consideration, and
reached 3,459 tons in 1964, . ,

The apparent consumption of cement increased from 1,395,672 tons in
1950 to 4,340,553 tons in 1964 an armual average increase of 8,5 per cent,

It is worth pointing out that expansion in construction has been
instrumental in increasing cement production, as several expansion projects
are being carried out at present, (See Table 38,)
(h)  Glass

Production of the main items in the glass industry, (containers,
crystal ware, and sheet glasé) has increased considerably since 1950, The
production of glass containers increased from 313,088 thousand pieces in
1950 to 881,413 thousand pleces in 1964 an amual growth of 7,7 per cent,
Crystal ware production went up from 64,745 thousand pieces in 1950 to
184,753 thousand pieces in 1964 an annual increase of 9,1 per cent, Sheet
glass production increased from 5,055 thousand sguare metres to 11,462
thousand square metres, giving an annual growth rate of 6,0 per cent,

In 1964, the industry employed 8,382 persons, Raw materitals were
supplied almost entirely from domestic sources,the exceptions being nitrate,
and sodium perborate, which were imported. (See Table 39-)
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Table 37

MEXICO: PAPER PRODUCTION

Year

Production Index

1950 . 157 803 100,0
1955 254 000 161,0
1960 513 346 261.9 .
1961 - £51-110 285,9
1962 459 121 290,9
1943 504. 976 320,0
196 . 557 664, 35344
' Source Secretariat of Industry and Commerce, Government Statistics

Department-, '

e o Table 38
MEXICO: INSTALIED CAPACITY, PRODUCTION AND: AP?ARENT
cousmmxon ‘OF CEMENT
7 " (Tons) ‘

Year Installed Production Imports anao‘rts Aﬁﬁaren’o

capacity consumption
1950 1 9’75 060 "1 38_7 544 29 453 - 21 325 X 395 672
1955 2787 000 2 085 652 L3 470 49 610 - 2079 512 ..
1960 3 666 000 3 086 126 1680 - - 3539 © 3 084 267
1961 3839500 298,069 1715 3614 2982170
1962 4 258 500 3 266 LOT 2420 13 104 3 255 723
1963 4 609 500 3 680 072 768, 10 930 ‘3 676 826 .
1964, 4 669 500 4 338 880 5 222 4 340 553

3 549

Source: Natlonal Chamber of Cement, and Government Statistics Department,
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Table 39

MEXICO: PRODUCTION OF GLASS ARTICLES

Year Containers ~ Crystal wére Bulbs Sheet glass 3/
1950 313 088 b4 5 175 960 5 055
1955 480 283 . 85 851 302 967 7 787
1960 687 661 195 500 319 870 7 278
1961 585 380 175 065 467 867 8 502
1962 740 528 184 753 150 368 9 513
1963 778 070 - 187 625 8 329

1964 g8l 413 - C= 186105 11 462

Sourge: 1950~1960: calculations of the Department of Financlal Studies,
National Finance Corp.

1961-1962: Secretariat of Industry and Commerce. Govermnment
Statistics Dept,

a/  In thousands of square metres.

(1)  Rubber o
The main products of the rubber industry are tyres for automobiles
and trucks, bicycle tyres, tubes for automobiles and trucks, bicycle tubes,
soles and heels for footwear, hoses, and elastic bands, Tyres for automo-
biles and trucks stand out among these products as the most importants in
1950, 635 thousand units were manufactured, and in 1964, 1,797 thousand
units,an annual increase of 7.7 per cent, FProduction of tubes for auto-
mobiles and trucks increased from 380,000 wnits in 1950 to 1,130,000 units
in 1964, an annual growth of 8.1 per cent, _
As the raw materials for these products are not produced in the country,
48,021 tons of natural, artificial, reclaimed, or waste rubber were imported
in 1964. The value of these imports was 311 million pesos, (See Table 40,)
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Table A0

MEXICOs PRODUCTION OF TYRES AND. TUBES FOR AUTOMOBIIES AND TRUCKS

- (Thpusands of units) . .

Year : | - Tyrg‘,s |

T'ub_'ejs.s‘ '

1955 - D - S B0

190 CoTae s

1961 | - 1.21;0- _ Lo &

1962 o 132 910
1963 . R
1964 s 1130

Source: Secretariat of Industry and Commerce, Government Statistics
Department, . Coren Cr
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Chapter IV
INDUSTRIAL DEVELORMENT PLANS

1, Gereral industrial development strategy

Mexico has formal plansfor orgahized industrialization directed and
controlled by the State, Nevertheless, there does exist a system of
co-ordination at govermment level and at that of the sectlons depending from
it and responsible for itj this tends to facilitate the setting up, development
and strengthening of industrial activities essential to the country., GCenerally
speaking, private enterprise is in agreement with the direction which the
State gives in its efforts in promoting industrial development,

This attitude is important because, owing to the fact that under the
Mexican economic system it is the private investor who carries the responsi-
bility of promoting industrial activities, the State only intervenes
exceptionally in those sectors or branches of industry which, because they
are considered basic to industrial development and becauss they are not
covered by private initiative, This is on account of the amount of the
investment involved, their level and the length of time in obtaining returns
and thus are not attractive to the private investor.

Within this system it is possible to discern the existence of a _
govermment sirategy in the industrial field, made up of tLhe cambined measures
dealing with its policy towards the support and development of industry.

The basic lines of this strategy, so far as government action is concerned,
‘could be expressed in the following terms:

(a) Investment in works based on social welfare which have as their object
the creation of .a basic infrastructure for the creation of industries,

(b) The production and distribution of energy and electricity and petroleum
derivatives, :

(c) 'The opening up of new roads, with the object of incorporating nuclei
of the population into the economic market, thus increasing the possibility
of the sale of industrial products, and at the same time, opening up easier-
means of communication to new centres of production and the transport of

raw materials,

/(d) The recent




(d) The recent setting up of training cen‘bres for industrial la.bour 'w
cover the demands. of the manufacturing industry. _ '
{e) The extension, diversification and’ decentralization of the cemtres
of seconde.ry and higher. edugation and their establishment i.n the various
federal units of the Republic, with t.he object of spread:mg this type of
teaching -amongst an ever zncreesing mnnber of pereons.
(£f) The creation of an economic, social and political atmosphere necessary
to the stimulation of investment, =~

By following the above course of anti‘.on, it ~*is hciped 10 aehieve the
following aims._‘ o
(1) To raise the general sta.ndard of 11v-1ng
{i1) To increase the rhyt}m of economic growt.h evenly and.in well.

-

f:;alanced fashim.

(ﬁ.i.) To’ achieve grea,ter diversifitation and integration productive
structure, with the aim of changmg ‘them frcm pmducers of raw matenale to
producers of manufactured articles,’ o F -

(iv) To promote the integration of national industry.
(v) To absorb’ ‘the’ inctrease of' population of working ags,
_ (vi) To make better uge of manual’ 1abour, chan@ng their activities
from poorly paid to better paid Jobse ' ‘ .
(wi) To mcorporat.e isolated groups of the populat:.on into market.mg

areas ..

(vii.‘l.) To increaae intérnal demand in ordsr to achieve a greater
consumpt.:.on of raw materials and manufactured ‘producte; at the same time

modif‘y:.ng the structure and org,amzation of natiénal trade, = -

(ix) To achieve more mass production in order to reduce costs,
(x) To incorporate and adapt ‘ﬁhéi‘:technolo’g'ieal development of more
advanced cou.ntries to national or regional product:.ve structures,
(&) To make better use of exlst:mg equipment, -
(xdi) To ma.ke use of resources at present unexploited, -
(xii) To make use of natural resources in.order bo avoid waste, -
(xiv) To find substitutes for imports and, =~ - : S
- (xv) To _encourage the export of manufactured products so as to rectify
The balance of trade, and, where possible avoiding the unfavourable effects
of the export of raw materials,
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National industrial development has been based fundamentally on the
internal market, ‘Nevertheless, at present, the State is fomenting industrial

expansion not only from the point of view of satisfying, internal necessities
but also from that of encouraging exports.- To this end, in addition to
granting facilities to industry it also gives incentives to exporis among
which may be quoted: free transfer of foreign exchange, subsidies for
exportation, lowering or elimination of tariffs impeding the adequate flow
of merchandise and subsidies to transportation, :

. 2« Industrial programming

{(a)  HNational plan for economic development

In her efforts to develop her economy Mexico has been concentrating
on those entities capable of bett.ering her economic develomment, Within
the context of the methods employed may be menbioned those, which 1n the
field of political economy, she has been using for various decades, Another
feature, more .fecently introduced, has been, without doubt, the efforts
which culminated in a programme which fixed the targets for growth for
1963~1965, based on the practical possibilities and resources of the
country. o - |

Actually, during 1961 and part of 1962 the "Plan for Immediate
Action" was drawn up to cover the period 1963-1965 which, as ig charac-
teristic in a short term plan, ‘corit_ains the basic elements of economic.

programming, , :

The general measures of the plan are directed towards the stimulabion
of privete investment: towards the increase of industrial and farming
production, and towardéj exports and services to do with tourism, It was
hoped that the total investment during this period would lead to an increase
of gross national pf‘odxzétion at an average rate of 5.4 per cent per annum,
minimum, 243 per cent higher than the increase in population, and equal to
the mcmase which the "Acta de Punta del Este" favoured,

It should be made clear that this document was drawn up at the end
_of 1961 and at the beginning of 1962, for which reasons, taking into.
account the nature of the diverse economic factors which it includes, it is
easy to deduce that, as in the case of all plans, it has been exposed to a
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series of modifications which have allowed it to be adjusted to the economic
dynamics of the country. In view of the foréging it was necessary to revise
some of the pre-suppositions on which the original plan was based, such as
was the casé in the modification of the rateé of growth of gross internal
production, which it becams necessary to raise after the decline in the
country!s economy durlng 1961, together with all the alterations that this
" implied to do with other variables wmthln the system. |
(b) General characterlstics '

' In general the development plan drawn up by the beican Government
* constituted a first effort at integrating the different public and private
programmes with the object of obtairing short temm results which, “in their
turn would allow the final target to be reached more easily.

In accordance with studies carried out some 80,000 million pesds
would be required &s a fixed gross investment for the period 1963 to 1965,
Cf_this total the programme of investment of public funds, (The Federal
Government, federated entities and municipalitiés, decentralized organizitions
and enterprises with goverrment participation), would reach nearly 40,000
million pesos. Private investment should have reached a similar figure during
three years. ‘Thus, public investment should have increased each year in
 accordance with programmes which have been drawn up; it was hoped that private
investment would speed up and that by 1964 it would have slightly surpassed
this figure.' In previous years the proportion represented by public invest-
ment constituted between 35 per cent and 40 pef cént of the total but, due
to a lag in private investment and 6 the recent incorporation into the
‘public sector of certain enterprises such as electricity, it was considered
difficult that, within the time previcusly envisaged, it would be p0531ble
to reach the earlier figures,

' ‘The total amounts of investment caloulated that the gross internal
investment, (fixed investment plus’inventory), would rise from 15.5 per cent
of the gross internal production for 1960 to 18,4 per cent by 1965 with a
view to reaching 9.5 per cent by 1970 with the object that between 1966 and
1967 the average increase of gross production should reach a minimum of
6 per cent annually. Thus the "Plan for Immediate Action" with the amount
of investment which 1t implied was drawn up within a long term project which

presupposed a rate of capital growth greater than that of the years prior
to the plan,
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The fundamentsl reasons why it was considered necessary to increase
the rate of investment in Mexico was based on strengthening the possibilities
of a more rapid economic development and on depending less on external demand,
which in previous times had largely determined the rythm of general economic
growth, and for which at the time of drawing up the programme no alternative
prospect could be envisaged, This was due to world market conditions which
affected the principal basic products which Mexico exports. The programme
of investment of the public sector was drawn up in detail on a basis of plans
presented by the various official departments, the decentralized organizations
and businesses in which the state had a participation,taking into account
the necessity of a better co-ordination of all these programmes, Of a total
of around 40,000 millions of pesos corresponding to the investment foreseen
in the three.years 1963-1965, the calculated distribution was as indicated
in table 41, o

From the foregoing chart it will be seen that in the programme of
investment by the public sector more than 75 per cent was taken up by works

or projects to do with basic development and less than a quarter to soclal
' services, Nevertheless the latter represented a higher proportion of the
total than during the period 1956-1961, The most outstanding aspect of the
change in the composition of the programme of public investment was a
greatly increased proportion of allocated incentives for farming, especially
to works of irrigation and the rehabilitation of irrigated areas.

On the other hand, the proportion of the programme destined to transport
and ¢omunication was less than the previous years, since the network of
roads within the country has been a target for great expansion during the
last ten years; however, the programme of railroad increase and rehabilitation
was regarded as being more important than in previous years,

~ As regards the private investment deemed necessary for the years
1963-1965 and for which a policy of very wide stimulus is being foldowed, it
was provisionally calculated that its distribution by sectors would be that
consigned to it in accordance with table 42,
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Table 41

MEXICO: PUBLIC INVESTMENT FORESEEN IN
THE PLAN FOR IMMEDIATE ACTION

e e e 19631965
Concepts Millions of  Percentage
' : pesos '

Basic investments in development 30 148 7567
Incentives to farming A 7 078 17.8
~ Irrigation | 6 758 17,0
-~ Other agricultural investments 196 0.5
~ Forests ' S . 12, 0,3
Industrial Incentive ' . 11 429 - . 28,7
~ Electricity | \ 5345 1344
-~ Petroleum : : : : . L 923 12,4
- Steel 465 12
- Other investments L : ‘ 696- | 1.7 R

Communications and transportation ©11 383 28,6
- Roads ' C L.693 - 11,8
- Railways | . 5130 . 12,9
-~ Other ;}.nvastments | - - L 560 . 3.9

Other concepts . 258 T 0.6

Works for social servige"s""'- o 238 o 23.4

Works for administration and defense 313 0.9

| 39 82 100,0
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Table 42

MEXICO: PRIVATE INVESTMENT FORESEEN
IN THE PLAN FOR IMMEDLIATE ACTION

1963-1965
Concepts Millions of = Percentage of

pasos tots

Farming activities - 5 600 1442
Mamuifacturing industry ' 16 000 40,6
Construction 13 000 33,0
Transport 3 800 9.6
Others 1 000 246
Total 39 40 200,0

(¢) Industrial Field

The 16,000 millions which it was considered could be invested in the
manufacturing industry were obtained from the data compiled from plans and
products of expansion and new investment in the principal branches of industry,
0f this total more than 3,700 million pesos would be invested in basie
steel industry, plus 2,500 millions in the auto industry, 3,200 millions in
other branches of manufacture of equipment and machinery, 1,700 milldons
in chemical and pharmaceutical industries, 1,000 millions in petro-chemical
industries, and around 1,000 millions in the modernization of the textile
industry nearly 300 millions in the paper industiry, 500 millions in cememt,
more than 700 millions in electrical apparatus and material and 1,000 millions
in projects to do with industries engaged in the preparation of foodstuffs,
drink, tobacco, footwear, clothes, and many others which produce consumer
goods, both durable and non-~durable, _

For the financing of the "Plan for Immediate Actlon" it was deemed
necessary to count principally on interpdl resourcea, from public as much
as from private funds, but efforts would be made to complement them by credite”
and investments from abroad, preferably through net long+~term investmenit by

fo fsign capital,
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The plan further assumed the _'coln'f;ixiued' 'Vapp‘l:fc'a.tidn of the :_z;o@étafy,
figcal.and industrial incentive policy as outlined above as well as the
programmes -of social betterment, | |
{d) The plan in execution . , ‘

| It can be considered that the plan has been carried out sat;xsfactori.ly
‘both in the public and private sectors, .

The public sectors maintained it's ;nvestments withln the flelds and
in accordance-with the sums.forecast, and admlnistered them in accordance
with the concepts-of the plan,. The private sector, on :Lt's side, react.ed
favourably to the stimuli and measures mztlated by the Govemmmt complying
; satisfactorlly with the role assigned to 1t wuthin the plan.
~'The influence of the: programme was shown, amongst. other factors, in
' the recovery experimented by Mexican.economy in the two year per:l.od of
'1962-1963, years in which it reached a rate of ilncrease even greater than
‘those prior to 1961, {year of the economic.recession),. This can be
‘appreciated from the following chart,

Years ' - - Gross national production . - ... | ‘
. . (rate of annual growth) ‘

1959 Lol

1960 S R 5.7
1962 4.8

-19637'“ I - - 6,0

Seurce : Ba.nk of Mexico S.A. - Ammual- Bulletm. _

_ An analysis of the flgnres for the years prlor to the recession show
an exact var:.at:.on of 5.1; per cent, thus meeting the' target env:.saged in
the plan. ' ' o
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(&) Industries of maximum interest in national development

. Those industrial sectors which, within the development plan, were
considered as most adequate in the achievement of the general objectives
envisaged, were their relative contribution to the total of goods and
services, Based on this criterion the following industrial classification
was evolved, . -

(i} Dynamic sectors, i.s. those whose relative contribution to

total production is on the increase,
(ii) Sectors whose relative contribution does not vary, and
(11i) Sectors whose relative contribution shows a decrease,

Included in the category of "dynamic" are the following sectors:
petroleun, éleptric energy, celulose and paper and their. products, chemicals
and petrochemicalé, non~metallic, steel, machinery construction, construction
of transportation equipment, construction and installation works and fimber

and cork, .

These sectérs combine two principal characteristics: in some cases
. they constitute activities which are of powerful growth, (petroleum, electric
power, celulose and paper and their sub-products etc,), and in others they
contribute decisively ﬁo the creation of capital, (steel, machinery construc-
tion, transportation equipment, etc.).__Grqwth of the internal market was to
be strengthened in ali its éectors by an intensive process of its substitu-
tion for imports. The only sector in which s growth of impbrts was foreseen
was in that of the construction of equirment and machinery, a field in which
import substitution has barely beguna.
(£)  Projects ,

Table 43 shows the estimates made of production, imports, exports
"and demand for the ﬁéars 1965 and 1970 in those indusiries considered of
greatest interest within the Mexican Govermment's plan for development,
The figures therein appearing are expressed relatively, teking 1960 as a
_ basis for comparison. These projects explored with greatest care the extent
to which these sectors of production were to be encouraged; obviously the
project for 1970 was less valid than that for 1965, On the cther hand in
these calculations no account was taken of the stimulus which might be given
by the ALALC to foreign demand, an omission which will have to be rectified,
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(g)- _incentives and policy instruments used for industrial promotion

With the abject of better pald jobs to ever increasing sectors of the
population, the Government has given the highest priority to industrialization,
During the last twenbtyfive years Mexico has succeeded in developing her
. industry qualitiwvely and quantitatively, thanks to her policy of carrying out a
balanced economic development within which the various sectors have mutually
supported each other. : ‘

The objectives of the present policy of industrialization are the
- substitution of imports by national production, to encourage & greater
integration of important branches of industry to stimulate the export of
manu:actured ﬁroducts”and,'in general, to the full use of capacity already
installed, the technical modernization of industries with obsolete plant or
which work at excessive costs. o

During the period covered by the plan, the Government succeeded in
avolding the duplication of investment in industrial fields in which it was
considered there already existed sufficient productive capacity, In this
eonnexion, investments were channelled towards underdeveloped fields in
which they would bring satisfactory returns and towards those whose price
structures and costs would not bear too heavily on the consumer, Further,
considerable efforts were made to encourage technological research and to
speed up the training of technicians at different levels, » '

Another characteristic of this policy of industrial development was
the stimulus towards the siting of new plants in areas which had lagged -
behind in their economic development relative to those linked to the major
marketing zones, It was thus possible to limit the growth of areas of
excessive industrial concentration and to offer facilities for investment id
-others with & sufficient labour force, water, electric power and other natural
resources.

It was considered that the projects for industrial expansion and
modernization could not be carried out successfully if the Government, in
addition to the above measﬁres, did not pursue its policy of fiscal stimuld,
credits and market protection., Very briefly, the most important measures
of fiscal stimulation during this period were the following: exemption frem
taxation on distributable profits for purposes of reinvestment; an accelerated
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fiscal depreciation rate for industrial equipment; fiscal concessions for
néw and necessary -industries;.subsidies and exempiions in the minmg field;
exemptions to favour the export of industrial products and subsidies to
those industries that supply the frontier zones ete, .

i

"3e Inggltutn.ons having . egeeut:we gegponglbi,},m;_'
_ fer J.ndustra,al develow i

Historically speaking, the country has been ach:n.ev:mg only a slow
co-ordination between the work carried out by the various public ins‘ba.tut:r.ons ’
and thus Mexican state intervention in economic life has produced positive
results, ecoriomic as well ds social, since its interventlon in the total
investment his increased year by year and, from the materlal point of new,
the creation of 'a powerful:infrastructure cannot be denied and which has
been the most important basis in the development of Mex:l.ca.n economy. during
recent years. In times past various attempts were made to establish some
systems of plarning; they were, however, abandoned because_ the count’ry's ‘ |
- necessities and problems made it necessary,. : - . f
Between 1925 and 1930 the first attempts were made to. establish
zwme planning system within the legal and technical content of a government.al
programme through a six year plen drawm up at this stages
 later, in 1948, the National Commission for Investment was set up,
tnder the auspices of the Secretariat for Homs Affairs and Public Credit,
and adminigtrative organization whose duty it was to enforce the diSpoaitiona
of the Ihw of Control and Supervision of Decentralizeq‘Organ;s_ms_and in which
the State had an interest, dated 1947. . A 1
‘Although the 1ife of -this Commission was ephemeral ard 3.t faced aerioue |
ptmblems when it attempted-to .reconcile eminently technical quest:.ons_ with
political matters, it can be sald that it was oﬁe of the earliest eicperiences
in this field ard further, laid down an important and 1nmediate precint for
the Committee of Investment set up by the “Acuerdo Presm‘encla.l" of June 7, ,
1953 and the Commitiee of Investment established in September 7, 1954, Within |
the process of organizing the task to be carried ocut to do with publ:Lq i
spending, there should be mentioned the creation of this Qom:’:gee_ien for |
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investment as an organism depending from the President of the Republic, This
funictioned from 1954 to 1959 and carried out such tasks égs ths determination
of the amount of public investment, the evaluation and grading of the
programmes of the publie sector,ete, ' '

Parallel with these efforts, tlp Secretariat for Home Affairs carried
out a review of its structure in reference to its income and expense
budget which resulted in the presentation of the functional budget for
1954, In spite of this it was still difficult to establish a basis on the
latter and on the traditional administrative budget in respect of the proper
handling of public finance, Thus, two years later the system of double
accounting was introduced, Thanks to these mbdificéfipné it has become
possible to give greater élarity to do with the distriﬁutioﬁ of public
funds, income and expenditure and although there is still room for.
improvement and in fact the checking and study of budgets continue, with
the object, among others,achiéving not only aﬁracéoﬁﬁtable presentation, but
also an economic picture of public 1nooma and expenditure which permits of
a use of such information in plamning at a federal level.

At the end of 1958 the Secretsriat to the Presidency was set u@, in
accordance as established by the Law of Secretariats and Departménfs'of_
State passed during the same year by virtue of which the atbtributes of the
Commission for Investments passed entirely to this new body. The functions
of the Secretariat to the Pregidency according to the decree which created
it are those of plamning, co-ordinating and supervising the investment of
offices depending from the Federal Executive and of those decentrallzed
organisms and concerns with State participation, The studies and
recommendations of this Seecretariat are submitted for the approval of the
President of the-Republic. At the same time this Secrstariat is dedlcated
to the study and formulation of that part of the national planning for which
the publlc sector is responsible, ]

In 1959 the Executive dictated a new agreement in which it was laid
down that the Secretariat and the Department of State together with the
decentralized organisms and concerns with State participation should draw
up an annual programme of investment for the peried which covered the last
part of 1959 and the years 1960 to 1964, This programme was to be carried
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out in a detailed manner and the object which it was intended to reach, in

part, through the regulation of public. expenditure, was that of accelerating

the developtment, and increase production and also foreseeing the participation

of private enterprise, Other aims to be ‘pursued were those of raising the

general standard of living, ‘increasing the offer of manual labour, bettering

the distribution of income, stimulating the development of those regions

of the country which were gtill in a backward gstate, to achieve the structural
_equilibrium of the economy, at the same time maintaining monetary stability

and to support the balance~of-paymentsthrough reductions and substitutions

for imports, and at the same time increasing exports, .

The delicate problems of the country's financial resources as. well
as their use in facing up to the -imports of the means of production, derived
from the industrialieing process was also given attention through the
constitutional article 131 -of Jarmary 1961l. In effect the "Iey Reglamentaria®
&ve the executive the authority to fix the amount of the financlal resources
applicable :to predetermined -imports, This faculty is carried out by the
Fresidént of the Republic: through the Secretariats of Home Affairs and of
Industry and Commerce. This is one of the concrete examples of the monetary
and financial policy -linked with planning,. ' ‘

This Presidential Agreement signifies a great advance in. the efforts B
to co-ordinate economic development, since it not only deals with the '
problems facing the public sector; but also includes for the first time, the
.participation of the private sector as a vital element whose coilaborat.ion_
should not be ‘underestimated, It is alsoimportant to emphasize the overall
picture of this disdposition, since imn it are included the basic factors from
the strictly. econémic .point of view as from the monetary angle, as well as
in terms of regional differences within the context of a balanced development,
Equally therecan be seen a measure, on the part of the executive, in which

~there 1s very clearly defined for the first time a doctrinal thesis as to
A8 economié policy in general, _ :

In spite of earlier efforts, the count.ry, however, did not count yet .
with a solid basis to carry out, on a global basis, the programming of _
development and thus, in:1961 another Presidential Agreement was passed in -
which it was laid down definitely the obligations on the part of all
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Departments and all Organisms comprising the Public Sector to presemt . -

programﬁes, studies and projeets which, co-ordinated by the Secretariat of the

Presidency, would allow the objectives of the Executive to be attained or,

" in other words, to achieve an economic development based on social justice.

To make posgible the reaching of these legal norms, the Mexican Government

considered that this would be impossible without the drafting of econcmic

and social plans, in which it would set out the aims and objects of these

as well as the methods and elements to be employed to.achieve them, This

being so, this decree established the necessity of drawing up special prograrmes

for those sectors of the economy which give powerful support in the hastening

of economic development and social bettement. . \;
In 1962 the Executive made another effort wh:m‘-: up to a certain point,

was the culmination of all its work towards the creation of a Secretariat

to the Presidency, Actually, in March of that year, there was passed a f_xew

decree establishing an Intersecretarial Commission formed by the Secretariat

of Home Affairs and Public Credit and the Secretariat of the Presidency.

This organism is one of the first dedicated to specific work in planning in

the modern sense and, at the same time with a set of objectives far more -

\\.,

complete and defined in this field, From the point of view of economic
policy this new disposition repeats the principles laid down by the decree
of 1961 and thus the economic policy carried out by the Executive in this
field shows great continuity in addition to having converted itself into a
pre~requisite to any effort tending towards the encouragement of development,
Thus the functions of the Intersecretarial Commission can be summed up in
one single objective — the drawing up of national plans for development both
short.and long-term, both from the point of view of economics as well as
from the social point of view.
| The first concrete work of the Commission consisted in drawing up a
plan of development, both long and short-ternp, which Mexico .present“ed to the
Organization of American States, as part of the work corresponding to the .
efforts to be made by latin American countries in accordance with the
stipulations of the Alliance for Progress. This plan, called *The Plan for
Immediate Acbion", was itself analized by the "Committee of Nine" and by a
group of specialists in economic and social affairs,
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This work was carried out by the Secretariat. to the Presidency, by the
Home Secretary, by the Secretarlat for Industry and Commerce, the Secretariat
for Agr:.culture ami Cattle and Instltutions such as the Bank of Mexico Itd.,
the "Nacional Financiera" and others in acéordance. with their speciflc
i‘unctlons. _ e .

The most novel aspect. of the decree of March 1962 and the work carried
out. by the Intersecretarial Cmnmission, was, beyond doubt, the fact that
it included not only the programming of the costs of the Public Sector but
also those of the private sector which, traditlonally, had been .considered
somewhat independent, v . ‘

At a later stage the Comission began a revigion of ‘the figures of
the "Plan for Immediate Action", with the object of rectifying or ratifying
“them in the light of more detailed studies, - For this type of investigation
it. made use of direct sources, especially in the field of private investment,

 In the ei‘forts towards planning which have béen carvied out, the :
clram.ng up of plans dealing with specii‘ic industrial sectors and industry
in general have been in the hands of the Secretariat for Industry and Commerce.

4, Pro _grames and institutions with sectoral
A I‘ESDOI‘lSlbllltles

© The Secret.ariat of Indust.ry and Commerce working througx the Director
General of Industry develops programmes at d:.st:i.nct levels following the
int.entions of -the general plaming programme to be mtegrated in the
d.Lfferent branches of industry,. These pmgrammes are carrled out from sector
lavel down to that of private industry, '

- In this way the Secretariat promotes the development of new industrial
activities through publications destined toward the orienta:tion of privat.e o
initiative » baking into account the possibillties exl.sting within a large
number of industrial fields and whose approval and evaluatiOn are carried
out at project 1eve1. Some of the princ:Lpal programmes for :t.nt.egra.tion
deriving from general stimulus are the following: '

/(a) Radiocommunication




(a) R_g_diocoﬁﬁtunication and_telecommunication

(1) Single band radic communication equipment; (ii) Modulated
frequency radio communication equipments {11i) Short wave; (iv) Portable
carrier wave; (v) Calculating machines; (vi) Telephonic communications,

(b) Modulated frequency radio transitors and portsble % elevision transisters.
Components, various: (1) Wire potentiometersy (ii) Frequency modulated
synchronizers; (iii)  Synchronizers for portable transistor televisor sets;
(iv) Transistors; (v} Diodés and‘(vi) Variable condensers. -
{e¢) ©White tracer line
(1) Vacuum cleaners- (i1) Hair dryers; (iii) Waahing machines;
(iv) -Polishers and (v) Mixers.
(d) Automobiles and trucks

(i) Industrial autamobile parts; (a) Shock absorbers; (b) Cross
~sections; (¢) Wheels; (@) Electrical etjuip@ent. (windings, regulators,
‘transformers, alternators etc,); (e) Steering wheels; (f) Axles; (g) Casings;
(h) Cylinders; (i) Pistons; (j) Valves; (k) Steering rods and (1) Gasoline
pumpsa,

(11} Motors; (a) Gasoline; (b) Diesel; (c) Self-propellors, static
motors etc, |
(e) Machinery for construction

(1) Graders; (ii) levellers (pneumatic and metal); (iii) Stackers-
{iv) Concrete mixers; {v) Mechanical shovels; (vi) Travelling and gantry
cranes; (vii) Static rock breakers; (viii) Rock crushers, primary, secondery
and tertiary, (portable); (ix) Vibrators for concrete; {x) Motor scrapers,
(f) Industrial eguipment '

(i) sStackers and (ii) Trailers.

(g) Farming and construction tractors
(h) . Agricultural implements
(i) Office equipment

(i) Adding machines; (i1) Calculating machines; (iii) Cash registers-

and {iv) Typewriters (electrical and mechanical),

(}) Compresors

(k) Refrigeration equipment

(1) Drills -

(m) Fire extinguisher equipment

(n) Pumps for fluids -

lrrigation equipment
(¢) Irrigation equipment JChapter T




Chapter v

POLICY MEASURES FOR INDUSTRIAL
; DEVELOPMENT -

1. Coverrment action in inciustrial groductn.on

Support g;i.ven by the State with purpose of stmulating industrlaliza—-
tion is composed of a diversity of factors which are used to influence
'specific aspects of the operation or structure of industyy, that is to say
of the process of industrial development seen from an overall point of view,
Some of the principal instruments are as follows:

(a) The system of granting import licences

' At present this is used mostly for the protection of national industry,
to promot.e new activities or greater industrial mtegration. In the case

of certain goods it continues to be :meor'bant to reduce or prevent the
import of goods not essential to the national economy. Through the
employment of this instrument it is intended also to achieve a saving in

~ foreign exchange, or to its channélling towards the purchase abroad of goods
_ which have 'priority within the programme for national econocwic developmént,

In this way controls on imports are applied to substitute imports and
'encourage industrial integration by sectors, regions and nationally. Such
is ths case in the free zones and perimeters and frontier arsas. Ia these
there are also regulations as to the import of merchandise. 1.ih-ut_the' . develop-
-ment of industries situated in these araas-, granting them a wide protection,
They are also used to preserve natural resources which cannci be replaced
" and where reserves are short and may be ef strateglc ‘importarice to the
country, And, finally, they are used as an instrument of regulating and
;protecting supplies for the internal ma%-ket, above all basic products to do
with public nutrition, raw materials and products essentisl to development,

Controls of imports affect the purchases of the private sector and
.the public sector, which should acqﬁife go,ods‘produced in the countsyy; such
imports are only authorized when they are shown to be essential, This means
that approximately half the articles coming from abroad are subject to
import licences,
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Tt is the duty of the Secretarizt of Industry and Commerce through
"its Directors General of Industry and Director General of Commerce to
establish these controls and to turn down or concede such licences,
{v) System of licences for expeihs

Through this instrument it intended to regulate the export of certain
products in order to preserve natural resources which are non-renewable; to
avoid deficiences in supplying the home market; and further, to rcgulate the
prices of products in the home and international markets,

This control is also excercisedby the Secretariat of Indusiry and
Commerce thzﬁugh its Directors of Commerce and Industry,
(¢) Import duties :

These are used in cowordination with and complementary to Jmport
controls and are considered more as a mechanism for the regulation of trade
than as a source of fiscal income, They are fixed in accordance with the

nature and origin of the merchandise and its basic material, its stage of
processing and the use to which the prodwet is to be put.

In general terms machinery, equipment, raw materials and those
materials destined to the fomentation and expansion of industrial installae
tions which may benefit under the law of fomentation of new and necessary
industries are ¢ onsidered free of impoz't duties. Basic products complemen~-
ting national production pay no import duties, as well as those products
considered as necessary or essential to the general welfare or to national
development, |

Articles similar to or which can be substituted by internally produced -
goods in sufficient quantities to cover the necessities of the country, carry
relatively high duties, and articles not considered necessary, and above all
luxury articles, whether they are produced imternally or not, are subject
to high duties, | N

It is the duty of the Secretary for Home Affairs and Public Credits
and the Director General for Studies of Home Affairs to carry out the
necessary studies to detemine the duties to which these goods should be
_subject, '
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(d) Reductions in' dut;ies"on export manufactured or semi-manufactured preoducts
* Almost all these prdducts are free of duty in order to stimulate
- exports., The body which determines the level of theée duties is the

‘Secretariat: for Home A.t‘fairs and PLbl:.c Lredit through its Director General
of Home Studies. C - ’

- '(‘e) Privileges, e:_:_ce_ngt:\.onsl svbsidies and return of dubies to exmorters
o Through these instruments it is possible to modify the structure of

‘current exports, encouraging the export of manufactured goods and procuring

the maximum use of national raw materials, ' o
' Within this group of measures there shot.ld be speclally mentioned the
" Presidential Agreement of September 27 1961, which concedes fiscal- privileges
to the export of marufactured and whoss be_nef_iciéz*y is the producer, Thase
advantages consist in the redut:tion 'of taxes on imports, on business profits
and on income. taJc; These are granted on export merchandlse which incorporate
up to 80 per cent of rational pmducts, ‘
' It is the duty of the Director General of Home Studies, of tle
Secretariat for Home Affairs and Public Credi’c. o apply these measures for the
encouragsmen’c. of industry. -

(f) -law for the fomentation of new and vita,l mdustries

This grants fiscal privileges to those concerns which set up new

‘industrial activities or improve those alrea.dy existing, - The law classifies
- industries into new and vital; each of these is divided in jits twrn into basic,
semi-basic or secondary, This classification has, as its object the defini~
tion of the duration of fiscal privileges, ‘

- New industries are those which manufacture goods which hHave not been
previously produced prior to the apﬁiicatipn for exemption and also those
producing goods by new processes or new techniques or with diffovent materials,
always assuming that these are translated into advantages in price, durability
or services to the consumer, .

Vital industries avre those manufa.cturmg goods which are not produced
in sufficient quantity to satisfy the Ainternal market, always presuming that
their production is not merely transitory or very small,

fAlso classified
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Alseo classified as vital are ‘thoge industries wiich in order to cover
their production costs mst export part of their production, after having
satisfied the home market; in such cases exemptions are gramted exclusively
on that part destined for export,

Fiscal concessions are based on general import dutles and the additional
ones corresponding to goods which are needed for the manufacture of those
pmducts which are the object of concessions, assuming that thesa are not
manufactured in the country or, if they are ss manufactured, not in the
quantity or of the quality required; also on the general expert tax and its
additives; on stamp tax; tax on business profits and on income tax,

 Fiscal exemption can up to 100 per cent of the taxes above mentioned,
with the exception of income tax, (tax on business profits), which carries
a maximm ceiling of 40 per cent; the duration of these may be up to 10
years, according to the importance of the industry,

Applications for exemption of tax are classified to the nature of the
activity and its iniportance- in industrial integration and in thz growth of
industrial plant throughout the country together with the siting of industrial
units in the less developed zones,

The application of the Law for the encouragement of new and vital
industries is in the hamds of three government organisms: The Secretariat of
Industry and Commerce the Secretariat for Home Affairs and Public Credits
and the Bank of Mexico Ltd, With these three organisms there was formed
‘an Intersecretarial Coxnission, where applications by industrdalisis who
wish to take advantage of the law are studied ccngoint.my.

(g) Programme cf lndistrie 21 integrafion

This measure is applied in order to achieve the integrated manufacture
of products conside'refl vital to the econouy or 5150 to achisvz the integra-
 tion of industrial branches or sectors, Its effects alzo consist in
increasing substitutes for imports, E

It is the duty of the Director General of Industry, of the Secretariat
of Industry and Conmerce to épply such programues,

—
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(h} - Incentives for the re-investment of profits

&4 15 per cent exemption of taxes on profits distributed to. indust.rial
concerns is corceded if such profits are destined to the ‘building up of -
- reserves for re~investment directed towards investments indispensable to the
medernization of their installation and the expansion of the same,
The Director General of Income Tax and the Secretariat of Home Affairs
and Public Credit are responsible for the appl:.ca.tion of this incentive.
(1) . Accelerated depreciation
The system of fiscal depreciation allows industrial beneficiaries to
-opt for the method of accelerated depreciation for investment in machinery
_-and equipment, , : .

Parallel to this measure; there exlsts the traditional system of
direct depreciation and by fixed percentages based on a period of 10 years.
. Tor machinery and -equirment and 5 years for movclles, transport equipment,

- rolling stock, shipping, aireraft, machinery for the bullding industry and
other lines,

. The Director General of Income Tax for the Secretama,t of Home Affairs
and Public Credit is also responsible for the application of this measure
of industrial fomentation.

(3). Incentive laws by state governments -
. The Govermments of the entities of the Federatlon have established laws

~ for industrial incentive, through which they concede fiscal privileges as a
means of fomenting and developing industries within their borders, even to
the point of granting land together with the elements necessary to the
establishment of industries, as has happened in the cases of the States of
Mexico, Morelos, Tlazcala, Puebla, Queretaro, San luis Potosi, Guanaguato
etc, . L Y ‘ : . ‘
It is the Stdte Governmerrt Offioes who ‘are in charge of the applica‘bion
- of the laws for incentive in each of the federal entities,
{k) Industrial siting . o
Within the facilities conceded by the Federal Government and the state
"~ goverrments there should alsc be mentioned the:creation of adequate areas
for the siting of new industries, .
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The industriel parks are an example of this type, among which may be
quoted the industrial park of Queretaro, in which there has been established
an important industrial nucleus of heavy machinery, the industrial city of
Irapuato vhere chemical industries and products criginating from farming are
projected, the industrial zone of Atequiza, near the city of Guadalajara
where industries of phamaceutical, and chemical raw materials and of light
machinery are being founded, the industrial zone of La laguna which will
foment metalurgical and machine industries and, finally the industrial zome
of Toluca in which projects for the automotive industry are being carried out,

Through the creation of these zones with services adequate to industry
it is intended to develop relatively backward areas and thus to multiply the
favourable effects of development in differente parts of the Republic.

(1) The fomentation and cireulation of industrial technigues

Mexican public and private sectors recognize the necessity of improving
the technical resources for industrial development, For this there are being
developed, in addition to those already existing, multiple centres of teaching
and technical research at different levels. In this way steps are taken to
deéi_with primary, secondaryand higher education and the formation of artisans,
executives ete, :

These functions correspond to the Secretariat of Public Education and
organisms of higher education such as the Autonomous University of Mexico and
the various universities of the states of the Republic, |
(m) Promulgation of new fields for investment

The Federal Goverrment through the Secretariat of Industry and Commerce
makes a study of those industrial sectors and products capable of being
manufactured in the country, passing on its findings to private enterprise,
(n) Operations of compensated interchange

Through the co~ordination of imvort and export licences operation of
compensated interchange are carried out, authorizing the import of articles
which do not compete with nationally manufactured products, against the sale
of surpluses of different types of export goods, ’

The Secretariat of Industry and Commerce with the help of the Netional
Bank of Foreign Trade are responsible for the working of this mechanism,

/(o) Credit



{0) Credit and fmanc ing _

An mportant role 19 pla;yed by t.he Fund for thn Fomen‘c.ing oi‘
Manufactured Pmducts. "The Fund helps the producers to achieve a reduction
in financial costs and t.ransport, re~insurance and warehousing, It finances

exporters so that these, in their teri, may be able to grant medium term
_ credits, partlcularly in those fields where it is tradltn,onal for the sellers
“in the int.ernat.:l.onal market to concede them. The Fund helps to guarantee to
the exporter the recovery of the credits granted
The financial authorit:.es of the country are pressmg the private
:mstitutlons of credit and 1nsura.nce to participate in the polisy of the
,Fund for the Promotion of the Export of Manufactured Products. Reforms have
been introduced into the relevant law to enable the Deposit Panks $o grant
loans for up to three years in cases of backmg the export of manLi-_zct.ured
art:.cles and to operate with documents arising out of such operatlnns. -
(p) Industgial nomms and the supermon of trensactinps
" The Federal govenment takes care that geods to be exported comply
with the standards of quality laid down by the Secreterlat of Indnstry and
'Commerce through its Directorate Genera.l of Standards,
~ On the other hand the Commiss:.on for the Protection of rorelé'n Trade
was created whose essent.:l.a.l mnctn.ons were direﬂ“ed touards tze prctect.:.on
of foreign trade against practn.ces contrary to commercial ethics '
The Commissmn will int.ervene in cases of unlawful acts Wthh affect
the foreign trade of the ‘country, It will deal with complaints by forelgn‘
concerns against firms established in the country and also complaints b:r
national concerns against foreign sellers and compla:l.n'bs presented by
tourists. ALl nat.ional importers and exportere are inscribed in the national
‘ regi.st.er carried by ‘this Comission. ' ‘

‘24 Protective tariffs

’I'he State, with the object. of protectmg the development of new
'1ndust.ries in the face of foreign competitmn, anploys tariffs as an
mstrmnent. These protectlona have permtted ‘the consoliddtion of nmerous
industries which, given other conditicns conld not have developeds’

|

(a) Gehera.l characteristics ef t'arifi"tpg' licx o o
|

|

|
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Tariff quotas, in any countyy, play a triple role: (1) Of obtaining
fiscal income, (ij.) Of protecting national manufactures agsinst competition
from foreign products and (1ii) To safeguard the balance of payments.

Further, following the end of the second world war, Mexico began to
use tariffs as an element in the promotion of industey,

In November 1947, the tariff rate which had come into force in 1950
was substantially modified, when an a4 velovem tax was intreduced and the
rates raised, The modification was determined by the increase of imports
resulting from the accumulated demand during the war period. Since then
the rate has undergone constant changes in the level of imports; the most
outstanding oceurred in 1951, 1954, 1955, 1961 and 1965.

Apart from the alterations in tariff rates which are pericdically
carried out by the State with the object of encouraging the growth of
manufactures, industrialists have opportunity of requesting and cbtaining
protection increases for import tariffs on articles which they elaborate,

Thus the government wields an instrument cf industrial stimulation
through high rates which impede competition of imported articles,

This method of encouragement has positive results, since otherwise many
industries would not exist. Nevertheless there are cases where indwstrial
branches are protected which operate with low efficiency, or where the
establishment of monopolies is made possible. A natioral economic policy
would make a flexible eontrol of tariffs obligatory, reducing them after a
prudent lapse of time with the object of gradually forcing industries to
increase their productiop and lower costs; unfortunately, up to now, tariffs
have been controlled excessively rigidly.

In Mexico » as in other developing countries which at.tempt to establish
a broad industrial base, tariff measures and the control of imports represent
a defined cost in temms of higher prices which the consumers pay for articles
whose import is substituted by those of national manufacture or through
exemptions and subsidies established in fawour of industries, There geems
to be no doubt that this situation is fully justified, always, and if, it be
transitory, since it would not be admissible to maintain indefinitely measures
to safeguard industries which do not seem able to perfect their industrial
and technical processes or which do not make sufficient effort to reach a
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degree of lntegration which signify the use of raw materials and other .-
' non—:import.ed elanents, which do not improve the quality of their product.s
or whose d:Lrectors adopt an attitude of indifference towards new methods
of pmduct.ion and administration, . . ,

The permanent ellmnatlon or curtailment of oompetltion does not
© stimulate a rise in product:.ve efficiency, since the industrialists know
' that the fact that acquisitions from abroad are limited represents the
_enjoymenb of a tied market. sui‘f‘icient. to obtain attractive profits, .

(b) Average levels of protection _ : '

| (1) Z_n;]gp_r_'}_g. Generally spea.king reduced tariffs are levied on-the..
import of raw materials, machinery equipment and materials necessary to
national eccnomic development., : :

Processed materials pay a higher tanff than their raw materials with
the object. of encouraging import substitution. : x

A high level of tariffs is levied on those articles which compete
w:i.th na.tional industry, with the object of offering protection to the -~
interml manufacture of such arhicles. Jwoury articles also pay a very
high duty which has two objects; on one hand the fiscal angle and on the '
other the dlscouragement. of imports so as to achieve & more adequate..
channell:.ng of forezgn expenditure, - - _

(3. The tax on exports ensure the supply for the home market. thus
avoiding phencmenons of scarcity and the rise of internal prices; it-also
has as its object the diirersifi.cgtion of foreign trade, both geogi'aphically
and structurally and defends non~renewable reserves of resources by regula-
ting their export, . | : :

This policy is applled substantially to the export of primary products
whose prices fluctuate on the intemational market and thus have a very
importante effect on level of :.ncom of famers and thus on overall national
economic activity. On the other hand manufactured products are exempt from
‘these taxes or the taxes to which they are subject are relatively lower.

/(c) Princips)
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(¢) Principal or partisl exemptions and the svstem of their application

The principal exemptions either total or partial and the subsidies
for imports and exports can be found in a series of legsl dispositions, emong
which the following can be shown as typical examples:

(i) 1Law for the fomentation of new and vital industries. This offers
exemption of up to 100 per cent both on import and export duties, The import
duty is granted on the import of machinery and equipment to the manufacture
of new and essential articles if they can be considered basic, semi~basic or
of secondary character, HRaw materials serving industries coming under this
law are freed from import tax. The same law grants exemption of tax to

exportable manufactured goods,

(1) Rule XIV of the Iist of General Import Taxes. This grants a
reduction of duties on equipment or machinery which makes up a complete
industrial installation or forms unit which will substantially increase the
production capacity of an enterprise or machinery or equipment destined to
modify the process of transformation actually being carried out in factory
with the object of reducing costs amd conferrirg benefits on the consumers,

(431) Tax exemptions may even be granted on the import of raw materials
or materials not included in the law for Incentive in those cases in which
it can be shown that they are going to serve as a basis for manufactured
arbicles destined for export, in that part to be used fos this purpese,

(iv) Subsidies for exports are granted, also, for manufistured products
to be sold abroad with the object of encouraging such exports and the
diversification of our foreign trade, '

The policy of subsidies for foreign trade is appliad to suimulate
exports and imports reducing fiscal burdens so as to situate these in a
position to be able to compete, on one hand, with third parties, (countries),
and also to encourage the import of those articles regarded as essential,

(¥) The initistive to modify tariffs may be initiated by the Federal
Govermment or from private sectors; nevertheless any modification is carried
out after a prior- economic study to justify them,

(d) Rules or principles established for the modification of tariffs

The Director Gemeral of Studies on Homs Affairs and Public Credit is
responsible for the reglamentation and the concession of partial or total
exemption on subsidies on taxes and exports by nationsl industries,

/3. Other
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3_. Other forms of import control

In order to establish an adequate protection for national production
and, at the same t:me, regulate the expenditure exchange, the govermment
uses the met,hod of ;mpc_)rt. Through this policy it limits, on one hand, the
disequilibrium of trade balance and, on the other, it orientates this expendi-
ture towards the acquisit.ioﬁ of those gbdds which help to raise the produc-
tiv:li-y of natlona.l mdustry. As a third objective, it also fixes the necessary
corxiit:.ons it also st:.mulates the conditions necessary for t.he installation
of new industrles, to which it guarantees a market for its products, in that
they may be able to operate economically Contrary to th‘é tariff system
which is of a generic type, the control of imports tends to emphasize
particular objectives; it is established through a detalled study of productive
industry and the consumer section which it is going to affect, with the object
of ascertaining its capacity to satisfy the market as to quantit-y, qual:-..t.y,
price and suitable opportunit.y.

Since, necessarily, import controls isolate the protected industry
eliminatiﬁg foreign cdmpetit.ion, it is possible to keep a constant watch on
the industrial field which is being favoured, with the o'bject- of suspendlng
the control when necessary.

| To dat.e nearly 50 per cent of the fractions which come under the general
rate of tariffs on imports are subject to control, A large number of entities
in the food and drink group are affected dus to the fact that national
production is sufficient to supply the internal demand for foodstuffs; the
group comprising fuel, lubricants and elect‘ric‘merg' also represente a high
proportion of controlled entities since production can meet demand. )

In gereral Lemms, the tendency is towards greater control of foreign
buying with the object of getting the best resuits. from the expenditure of
foreirm exchange spent on :unports and to support. national productlon of
- controlled merchandise.

_ So far as export controls are concerned, about 20 per cent of the
entities which come under the General Tariff Export Rates are subject prior
licence by the Secretariat of Industry and Commerce; at present, more than
anything else, they terd to protect non-renewable resources, These controls
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-have also, as their object, the limitation of sales abroad of industrial
raw mterials, in order to obtain an adequate supply of these for national
industry and encourage their export at a higher level of processing.

The exercise and carrying ocut of import and export c¢ontrols have their
deficiencies among which can be noted the very slowness of systems for
dealing with the application for control and modifying them to conform to
national interest; ancther problem is the weakness of the controls to prevent
the abuses to which they can be exposed in certain determined sectors,

In general there exists an adequate co-ordination between the policies
of tariffs and licences as well as in the import and export of merchandise,
They should be considered more as a measure of stimulus and industrial develop-
. ment than as a method of obtaining fiscal income,

Up to now, the policy of import and export of merchandise as well as
the tariff policy in this field, has led to great benefits in the national
economy and, in particular, to industrial development. The growth of national
industry in the last decades is an evident proof of the promoting and
encouraging effects of these measures, The import substitution programme
of recent years and, the speed with which it is being carried out, and the
programmes of industrial integration 1s a good example of how much controls
of imports as well as tariffs when adequately managed and administered can
produce positive effects and co-operate in an important extent in industrial
development,

4 Tax policy as a means of promotion and
orientation of industrial investment

(a) Tex treatment of industry in comparison with other sectors of the

8eonry .

Charges on industry are divided into four groups; taxes, duties,
products and advantages. In general terms the greatest income derives from
taxcs and duties; nevertheless, given the unilateral nature of the taxes to
do with characteristics of good will and direct reciprocity of a State, it is
these that form the base on which the tax policy of our country is fundamene
tally founded,

/At Federal




At Federal level the taxes affect the great majority of those sectors
that make up the economic activity even if fiscal ‘charges vary from one to
another for various: reasons such as: the extent of the base of the taxes, the
object or subgect and the degree of transference and mcidence of the charges,

In th:l.s way, pr:.mary a.ctivit.les, that is to say cat.t.le 5 agriculture
and fishing, are subject to the payment of income tax and business profits in

those cases laid down by such law; hun‘bing fishing and the exploitation of
forests are further subject to specific taxes.

In general terms fiscal charges on primary activities are relat:.vely
low, due to the dlfficulties of administration as well as special measures
such as fiscal a.greements as a result of which this sector yields a relat.ively
low total fiscal income, _

Industries engaged in extraction, principally nining and‘pet.éoletm are
subject to specific taxes on the production of metals, minerals and metallic
components a.nd on the pmduct.::.on of petroleum, its derivatives and their
resldues,

The oil industry is exempt from income tax and that on business profits
since the Law as to Profits lays down a special agreement to cover the taxes
and duties laid down in the relevant laws, by means of a rate of 12 per cent
on the total amount of the gross prorit..

Mining is not subject to income tax, nor to tax bn business profits
since it comes under a special tax at federal level,

* The industrial sector is subject to a tax on business profits to
income tax. There are some act.ivit.ies which are a.lso affected by a series of
taxes on production and direct sales which are referred to as ‘special taxes
ard which affsct specifie activitiea such as, for example: t-axes on waters,
soft drinks and canned Juices, the sale and pfurchase of sugar, cement ,
automoliles, processed toba.cco , ete.

Internal trade cont.r:tbutes basically through income tax, business
profits, stamp bax and others of lesser import.ance.

Transport. and communications are affected only bjr income tax, a law that
grants compensatory treatment to big mvestments that the development of thias
type of mdustry may demand and allows accelerated depreciation of assets,
i,e. within a relatively short period,

/The Federal
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The Federal Covernment grants foreign trade various facilities and
reductions in taxes to be pald, _
(p) Fiscal dispositions relative to the depreciation of assets, the
reEveRmenlf of profits, revaluation of assets etc,
The Federal Goverrment counts within its fiscal legislation, with

measures to grant to the industrial sector flexibility in those fields to do
with the depreciation of assets, re-~investment of profits and the re-

valuation of assets, '

So far as the depreciation of assets is concerned, the Income Tax Iaw
in force regulates the depreciation for fixed tangible assets and the
amortization of fixed intangible assets of costs‘ and deferred charges as
follows:

(1) 5 per cent for amortization of fixed intangible assets and deferred,

chargess

(41) 5 per cent for depreciation on buwildings and céﬁstructiona;

(111) 10 per cent for depreciation of machinery and equipment and not
fa.lling within the following section, and '

(iv) 20 per cent for depreciation of transport equipment, rolling stock,
shipp:mg and alreraft, machinery for the building industry and
shipping employed by the wine and distilling industry,

The above percentages are based on the amount of the respective original
investment, but the Secretary for Homs Affairs and Public Credit may
authorize the application of greater percentages,

On the other hand the department referred to, in order to encourage
economic activity, grants to industry, agriculture, cattle or fishing
concerns the chance to resort to “accelerated depreciation® of machinery
and equipment through agreements of a general claracter which indicate which
branches of production may benefit from these privileges, the methods
appiicable, the period of their duration and the requisites with which the
interested parties must comply.

So far as the reinvestment of profits is concerned, opinions within
the- Secretariat for Home Affairs and Publuc Credit have recently undergone
a change highly favourable to economic growth through the suppression of the
Tax on Distributable Profits, setting up in its place a tax on Distributed
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Dividends (within the modifications to the Income lLaw carried out during
1965), by which it is only now accepted that profits may pass to the control
of an actual person, allowing him the free usezoas-of‘pr_caf;:'L*oe-.:j for reinvestment,
Furthermore, the tax is not applied when profits are capitalized or distri.-
buted as. shares,. ,

_ The revaluation of assets was fmmd to be d:.rectly ai‘fec‘oed by '
inflationary phencmena for which reason the Federal Govermment, empowered
by the Income Tax Law uses varying criteriaj the first, of a finaneial
character, consists in not giving fiscal effect to t.he i-evaluations of its
‘fixed assets or capital and the second which has essentially a fiscal ba.sia.

(c) Other fiscal dispositions which influence industrial develogent
) such as those relating to systems of exemption, subsidies, etc.

Methods of stimulating industry through taxation are granted at all
levels of govermment, federal, State and mumclpa.l. Nevert.heless, in view
of the ‘mag‘hit.ude of fiscal charges, of the g‘rea’c.ér variety of sources of tax
in force, as well as the volume of operations with ‘the Federal Government
the detemnlng factcr is the fiscal help stemming fmm it, even though
the two other levels of goverrment do operate certain measures of ﬁ.scal
incentive. '

Among the most outstanding measures, considerlng the ‘beneficial
effects on industrial development, are: _

(i) The law for the Fomentation of New and Vital Industrles.‘ This
" Law came 1nto force in the year 1955 in substitution of the Law of the

Transfomation of Industrles. )

The exemptions and reductions are granted on the following taxes:

(2) on imports, applicable to construction materials, productive material ’
and equlpment safety equlpment and allied materials, raw materials, rescue
materials, parts and items 1ndlspensab1e for plants and manufacturjes of
electric energy, if these are not produced in the country in the quantity
and of the quality indiépensablé} {b) on exports; {(c)‘on stamps; (d) on
business profits, on those parts for wh:.ch the Federat.lon is responsible'
(e) on income. '

| Exemptlons on zmport. dutles, on husiness profit.s and on stamps, are
genera.lly gmnted at up to 100 per cent of the tax; those on mcome fluctuate
between 10 and 40 per cent of the tax on pmfits.

/(1) Substdies.
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(41) Subsidies. This form of stimulating national development was
initiated around the year 1936, its legal basis being The Organic Law of
the Federal Budget which grants ample faculties to the President of the
Republic, who exercises them through the Secretarlat of Home Affairs and -
Public Credit.

It can be said that this is a system which complements the Law for
the Development of New and Vital Industries and benefits those whiceh because
of their characteristics do not come under said law, The subsidy which may
be by exemption or reduction, may be granted within any of the taxes under
the fiscal gystem, - .

Among the industrisgl branches favoured are steel, electric articles
and apparatus for industrial use and balanced diets for poultry and cattle,

' The subsidies most used and which bring a direct stimulus to industrial
growth are those listed below:

(a) Those incidental to the exploitation of natural resourges, derived
or allied, such -a-s that granted on taxes on the exploitation of forests; this
subs'idy is applied to the exploitation of candelilla wax, antj-scorbutics,
zacaton root, and the employment of common woods and pine, 75 per cent,

50 per cent, 50 per cent and 50 per cent of federal participation being
granted respectively., 7 - :

(b) Subsidies for the production of metallic and non-metallic minera.l's,
metals, métal compounds which have as their object the developing of mining
) activitieg; for this purpose reductions of up to 75 per cent of the tax on
productioxlm are granted, '

(¢) Subsidies for the production of salt. Taking into account that
this is an article of primary necessity, together with the high costs of
exploitation, a subsidy of 0,02 pesos per kilo has been established,:'which
operates automatically and as soon as the salt is transportéd to the centres
of consumption,

(d) Subsidies affecting taxes on production and sale of industrial
goods and services, Through these the State regulates the production of
and trade in these products. For example: subsidies to producers of alcohols,
aguardiente and sugars; to the consumpt.ion of cotton; to the sale and purchase
of ixtle de lechugilla; to the import of liquid gas, to the producers of
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processed tobacco- 1o the tax on vehicles driven by diesel motors or.adapted
to be used with liquid petrolem gas, which is conceded to those who
contrlbut.e to i‘ederal service of public auto-transportatlon; to cement
production and to others, :

(e) Subsidies to the tax business proflts from the e:xport of manufactured
_ articles. This measure together with other methods. is ?.npended o spmulate
foreign trade, . : ‘ |
_ (1ii) Rule 14, wmch forms part. of the Tariff of General Duties on

Import.s, grants special treatment to ¢ombined imports of machinery to be.
used in the industry of transformation. To be liable for this benefit it is
indispensable that the machinery desired to be imported should not be -
produced in the country of the quality and of the characteristics required,

(iv) The National Frontier Programme, offers fiscal stimulus to those
producers who move to these areas and consists of 100 per cent reduction
of tax on business profits and 50 per cent. on the t ransport of merchandise
on the railways, o ' -

(v) Laws for industrial develom___. The Federal satities, with the .
object of speeding up industrial sctivity within their geographical borders,
have almost all passed laws showing interest in the establishment of -

- industries, by which they accept the fiscal sacrifice represented by tax
exemption for 30 years, which affect commerce, industry, property and, in
some cases registration duties,

5. legal trea’;.ment of foreia capital a.nd enterprises

{a) Gereral orientation of policy relative to foreign capital and
enterprises and eventual limitations in those fields within which
such r‘lp:.tm is authorized to be appiied

In Mexlco foreign investment is regarded as a means of helping industrial
" development, both for its introduction of new sources of investment as well
as for the technical knowledge which may derive from it,

 Mexican legislation on foreign investments is limited to specifis
matters or industrial fislds, Norms relating to this cah be found in the
Political Constitution, in the General law of Population, in the General Law
on Trading Companies, in the Law on Nationality and Naturalization, in
Presidential Agreements, in resolutions of the Secretariat for Foreign Affairs,
in decrees etc, but, in actual fact, no specific law exists dealing with
foréigl investments,
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‘The General Law ¢n Business Companies lays down the pre-requisites
which foreign concerns must fulfill in order to have legal status, The
exacted conditions of foreign investors are set out in the General Law of
Popula.t:.on and its regulstions,

There has existed, since 1947, a Mixed Intersecretarial Comiss1on,
specially created for the regulation of investments of foreign capital, based
on a decree of 1947, in the specific cases of those inwvestors who do not
desire to hold a more than 49 per cent partnership in any business enterprise,
Nevertheless this disposition still applies to the fbllowing fields:

(3) Broadcasting;

{(i1) Production distribution and exhibition of movies;

(ii1) Air transport when operating within Mexican territory or national
airlines;

(iv) Urban or inter—urban transport;

(v) Fish breeding and fishing;

(vi) Production, distribution and sale of non-aleoholic whether
carbonated or not, industry syrups, essences or concentrates used
in their preparation; it includes the bottling of fruit julces;

(vii) Coastal transport;
(viii) Rubber industry;

(ix) Printing and publicity;

(x) Basic chemical products and petroe-chemicals; the last mentioned

_ industry is subject to a special regulation that lays down that
firms must obtain prior authority from the Federal Executive for
secondary petro~chemical projects since the basic petro~chemical
industry is reserved for the State, '

For the rest, in industry in general, the foreign investor is allowed
a free hand, although the Government triss, encourages, by persuasion, concerns
with mixed capital in a proportion of 49 per cent foreign and 51 per cent
naticnal, In scme cases where enterprises wish to take advantage of the law
of New and Vital Industries to obtain fiscal benfits they are gulded towards
an association with national capital,
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- The above criteria are followed in cases where specific mamufacturing
programmes are followed, since their approval implies thé adeption of
measures of protection on the part of the Secretariats o_f_Ind_l;strylan&_of__
Home Affalrs and Public Credit, ‘ _ o
(b) GCeneral indication of exchange and fiseal treatment Eonted to i’orei@

capital . ,
In Mexico there is free monetary conVertibility. Our fiscal laws are
general and rnot discrintinatory. ‘Thus there is no differential treatment,

{c)  GCeneral indication of measures of other kinds which eventuallz found
- to be 1n, force for foreign concerns

There is no important measure whieh gives discriminatory treatment to
‘foreign enterprises or to-the majority of: foreign capital, In special cases
when exemptions from taxes or special government credits are requested, )
preference may be given to those concerns.vwhich. have the greatest amount of
Mexican capital, '

6 The pglicx of gromotyg manu.f.‘actured export g

With the ob:}ect of increasing sales abroad var:n.ous policy instruments
are used, among which the following are outstanding.
(a) Teriffs ' e

Exports are practically exempt with the exceptlon of those wh:..ch for
reasons dealing with protection of reserves of natural resources, Fiscal
reasons, intermal supply or the poss:.b:l.l:.ty of their ‘being industrialized,
might justify a tariff, On the other ha.nd there is free expoz'b of pmducts
with added value of consideration, | = .
(b) . Commercial advisérs .

The Secretariat for Industry and Cormnerce, together with the National
Bank for Foreign Trade, maintams a sta.ff of Commercial Advisers whose work
is directed through the Co~ordinating Committees:of the Activities of
Commercial Advisers abroad. Its work cohsists, fundamentally in promoting
Mexican sa.les, us.’mg every means within its pover, although it is not

.authorized to carry out any type of corrmercial operation.” As concrete
examples of its activities, we have the obtaining and transmission of offers

/fér national
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-for national products, the investigation of any data relative to the country
in which they are stationed, the preparation of plans for actlon by the o
commercial missions, the preliminary drawing up of agreements ete,

(e) Fairs and expositions

Mexico takes part, officially in an average of 10 internatisnel
fairs auyearg with the object of helping national industry bty providing
it with an important means of making its products known zbroad, Participation
in such events is subject to a plan which ig drawn up annually, after
analyzing the advantages offered by the different invitations and everything
relative to trade with the promoting counﬂry‘and those making up the zone

of influence of the fair,

For these events it is considered wise Yo accept the econamic
collaboration of the private sector, in this way stimulating its interest
in the active participation in falrs and expositions,

(@) Operations of compensated interchange

By this system the placing abroad of merchandise surplus to the
national market is achieved, in exchenge for allowing the import of articles
in demand in the Mexican market, :

3 Of the total value, from imports as much as from exports in the year
1964, 51.9 per cent of the former and 21.9 per cent of the latiter were \
carried out by compensatory exchange. The prineipal countries with whom
this system was employed were the United States, Japan,rGermany; France,
Spain, Italy, England, Switzerland and Holland,

Among the products negotiated were, among others, machinery and
varied equipment, vehicles and asSembly’materialé,_locomptives and materials
for railwags, electrical material, raw materials, paper and cardboard,

(e) Subsiiies for the imports of gods helping to pramgte exports

Naticnal producers exporting thgir products are granted subsidies for
the import of raw materials and materials which serve to obtain the expofted
materials always and when national industry makes a worth while contribution,
(£) Fund for the promotion of eﬁpo}t of menufactures products

This organism helps exporters to finance their clients bj medium term
credits, as well as lower their costs of financing, insurance, reinsurance
and transport,‘as well as guaranteeing to the exporter the recovery of the

eredits granted,
: /(&) Law



w101~ !

(g)  Law for the promotion of new and vital industries

This grants advantszges of “exemption from import taxes, taxes on business
profits and on income as already outlined,. . '
(h) Unions and associations of producers and exporters

It is the policy of the Secretariat of Industry and Commerce to .
support all those agreements between. producers in the same field which have.
as their object the joining of their efforts to achieve greater suceess in
the sales abroad and bettering the guality of its products and delivery- dates,
#3 well as obtaining bettér prices under competitive conditions by 1owering

“these by pooling eosts of propagands, representation; etc, =
In the said agreements it is stipulated that lists of goods which
are the objects of the interchange-and the amounts of each of these up to a
predetermined value nmst be submltt.ed. With countr:x.es which do not follow
& free system of” exchéngé, payment agreements are reacted to obtain disposable
foreign exchange so that their mpoz’bers ‘may cever thelr tr.msactions with
Vexico: Agreemonts have been signed with 18 of these. '
(1) Conferences and meetings on trade at regional and world level
- Qur country has:taken part in all international counsels -wh:.ch it was

obliged to attend in compliance with its obllgations +to supranatlonal bodies
such as UN, ECLA, ALALC, etc. o
(3) - Commercial missions

_ With " the object of achieving a closer relatlonshlp betwéen national
importers and exporters and other countries of the world, .the fomation of
comnercial missions has been sponsored, ihtegrated-byipublic' functionaries -

and representatives of the private sector, This type of mission has visited
Europe, Asia, Africa and member countries of LAFTA, promoting the sale of ..
Mexican products and -studying the general conditions of trade between our -
ccuntry and those visited. _

The experience acquired by these mlssmns is'of great value to exporters,
since it allows them to acquire a greaber knowledge of those markets where . .
it is possible to place their products, to make radequate ‘trade agreements,
to form concrete ideas.of the conditions of their products, obtain information
"abbut obstacles and problems they have to face, ete..
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So far as the Publie Sector is concerned, these missions have been
permitted to form their judgment as to the necessity of coming to |
agreements, number commercial advisers and, in general, fix political
measures tending to increase the foreign tra.de of our country.

(k) Advice to e:gporbers

Various organisms of the Public Ssctor offer data and mfonnation
as to markets abroad, products in demand, institutional in the exporting
country, duties, producers with export capacity, ete. With the recent
setting up of the Information Centre for Foreign ’i‘rade, there is a t'endency
to centralize the collection and distribution of these elements of
information as an effort on the part of the Government ‘bo‘help exporters,

e ‘Dispositions_ relating to light minor industry

More than 50 per cent of industrial establisrment's come under the
heading of small industries, Based on the accounted capital registered in
the 1960 industrial census, and considering that they have been accepted
as small and medium industries those that operate with a minimum of their
own capital of 25,000.00 pesos if they are situated in the prov:iixc'éa and
50,000.00 pesos if they operate in zones of high concentration such as
Monterrey or the Federal District and outskirts and up to a maximm of
10,000,000.00 pesos, it is estimated that there exist 56,562 establishments
of this size, Thus percentage excludes the group of artisan type industries

which is very important in the provinces. N
Because of their number and their contribution to the value of production
the sector of swall and medium industry constitutes a very dynamic element
in the process of industrialization. Its working personnel represents
75 per cent of industrial occupation} its investment, although small per
business unit, as a total is equivalent to 63 per cent of the total invest-
ment in the industry of conversion, and the production it obtains is 'equal
to 73 per cent of the fotal for the entire industrial sector,
The State helps small and medium industry in the solution of one of
its basic problems, which is that it has no access to sufficient or cheap
credit, The problem of industrisl financing afi‘eéts all branches of industry
and almost all businesses, whatever their size; but it bears more hardly

/on small



-103 -

on small and medium industries, due to the fact that credit to industries
thus classified presents great risks and its management a.nd achnlnistration
1s much more onerous in relation to other types of credits further, its
deficlency in technical and administrative control, its lack of accounting
systems, its lack of finaneial programmes -and the absence of control of
costs and personnel, make this type of ent.erprise peor subjects for bank
credit, :

' To overcome this state of affairs in view of the necessity of supporting
the existence and development of this type of industry, the Federal
Government set up, on December 28, 1953 a-special trust, the Quarantee and
Develomment Fund for Small and: Medium Industry, ma.naged by "Nacional
Financiera Ltd," for granting, through enterprises of private credit, crediis
at a low rate of interest and adequate amortization rates, :

The Fund was established ‘as a Trust between the Secretariat for Home
- Affairs and Public.Credit and the "Nacional Financiera ILtd." its operations
- being regulated in detail and by agreement with authorities for Home Affairs;
in this way the Federal Covernment is the trustee; the.creditor the
"Nacional Financlera®™; the object. of the t rust is to grant credits to small
and medium industries and the beneficiaries are the small and medium -
industries, ‘ . : :

Its capital is formed by direct contributions from the Federal
Government, by the profits it obtdins from its operations, the value of the
share it emits and, in lesser degree, the contributions of the govermments
of the States, ' ) :

Its technical Compittee is made up of two. representatives of the
Government, two bankers of the private sector and two representatives from
industry, - The Committee is empowered to draw up instruections for the .
effic¢ient management of the Trust.- | : : ' :

The legal structure of the Fund was established by -the Law dealing
with the Fund of Guarantee and Encouragement of Medium and Stwall Industry,
published in the Officlial Gazette of December 30, 1953; Operating Rules laid
down by the Secretariat for Home Affairs and Public Credit of April 6, 1954
and the Contract of Trusteeshlp drown up between the Federal Government and
"Wacional Financiera -Ltd," of April 7,- 1954, .
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In setting out its motives, the law states that the reasons for the
creation of this instrument of credit is the chronic searcity of financial
resources for medium and small industry. :

The creditor, (NAFINSA), is authorised to carry out the following
operations: {a) the discount of credit documents to private banks, origin-
ating from the type of industry in question; i.e, the Fund guarantees
up to about 200,000 pesos deposit banks and financing companies the credits
they grant or concede to small and medium industries, with a 1imit, in‘each
case, of up to one million pesosy (b) this method of working constitutes an
ample support for the Fund, since it implies that the industrialists can.
count on a safe buyer for the securily they issue whéther_ there is a market
for such security or not; (c) the acquisition of guargnteed financial stock
for specific industries and (d) authorization to disdount those credits which
financial concerns and banks grant small and medium industries for
efficiency, construction or replacement.

Credits for pmflciency and technology may be for up to a million
pesos and for replacements up to two million and when both typss of credit
are granted to a single industry, their combined contribution may not
exceed 2,7 million pesos. For the purposes for which they are intended
and period of amortization, these credits are suitable for the expansion of
industries of this type, o

Up to date, 3,200 industrial concerns have received credits.from the
Fund, a proportion that hardly signifies 5.6 per cent of enterprises
considered as medium or smallj nevertheléss the small number, the economic
gignificance of this group is obvious, since it forms a computable capital
of 3.7 million pesos; it produces annually an average of 6,000 million
pesos and glves work to 125,000 workers,

The small number of concerns who benefit from the credits is due more
to the fact that the existence of this organism is not known than to
difficulties of access to the system, since its terms are relatively liberal
even when, naturally, capacity to pay on the part of the recipient is
studied, In effect, three estimates or classifications of applications are
carried out; the first by the industrialist himself who, on applying for the
qredit must present to the private banking institution his programme of

/investment and
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investment and the data which justify this programme; the second, by the
bank itself, which analyzes the guarantees of payment and the experience
of the applicant and, lastly, by the Fund, which examines the programme of
tnvestment taking into account the advantages the credit represents to the
industry and its development possibilities, : h '

. With these necessary precautions, the Fund recovers its advance with
complete normality, without any advance overdue, thus ensuring a.constant
and_continous flow of credits. - :

As from February 1, 1964 the resources of the Fund were up to
262.8 willion pesos whose make-up indicated that 45.6 per cent, that is
120 millions, were from Government contributions; 15.9 per cent, equivalent
to .Ll.9 millions, repregented profits of the Fund and the balance, 38. 5
per -cent represented credits from IDB, of which 70 per cent have been
utilized, 32.0 millions being still available. '

A number of concerns have been granted credits several times and thus,

in fact, the total number of credits granted by the fund since its foundation
up to Febyuary 1964 rose to 5,690 with a total of 1,125.8 million pesos,
. The number of credits granted annually has risen steadily, since from 99
credit operations classified in 1954, the first year of the Funds existence,
- by 1964 these had risen to 672, o '

Of this total of credits granted in 1964, the greater proportiocn,
él,. per cent, corresponded to credits for agriculture and mining working -
capital,with an amount equal to 90.6 million pesocs, equivalent to 54 per cent
of the total granted, This form of the composition of the credits, (theré
should be more finaneing for agriculture and mining and more replacement
credit) is constant over all the period, which can be explained by the
very structure of the industry of small and medium industry, characterized
by a very low organic capital composition., In further proof of this
:statemeﬁt, it can be seen that credits are totally predominated by small
amounts of up to 300,000-pezos per concern with a proportion of a little
nore than 80 per cent of the total number of credits granted, -

If it is noted the use to whiéh these are put, it can be proved
cnce again that they are almost always to the lmmediate supply of raw
rateriales,

/In spite
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In spite of the fact that mumerically the greater proportion of medium
and small industrial businesses are situated in the provinces, the greater
part of those with credits, 53 per cent, has been authoriéed in favour of
those concerns located in the Federal District,

In order to support economically also, those small industries
organized as co-operatives, in 1944 there was created the National Bank of
Co~cperative Incentive, whose aims, established under their own organic law
consists in financing co-operatives and artisans.

Its initial capital was of 11 million pescs, which as increased
gradually through contributions by the Federa.i Govermment, by Capital
Subscription, that is to say by the formation of directed trusi, intended,
amongst, other objects, to help the fishing industry and artisan industry in
this last caseithas tried to offer technical and administrative aid to the
show peopls,

The National Bank of Co~operative Incentive considers as small
industries those family or domestic units which dedicate part of their
production to home consumption and offer the surplus on the market, In the
majority of cases the Bank grants credits to these asmall centres of '
production eredits up to 1,000 and 5,000 pesos, -

During the first year of operation, (1944), the Bank of Co~cperative
Incentive granted credits to the value of 4.7 millions of pesos, especlally
favouring the salt industry, which this year received 32 per cent of the
total used; two decades later, (1964), the amount distribuited rose to more
than 240.4 million pesos destined in its majority to branches to do with
sugar, tanning and shoe making and artisan work in its various aspects.

It should be emphatically pointed out that the measures to foment
small industries cannot be expressed in specific temms, because all policy
to do with industrialization has as its most solid and universal base the
Political Constitution of the United States of Mexico. Nevertheless there
exist legael dispositions and specific regulations for the granting prefer-

"ential treatment to small industries and among these can be mentioned:

(i) The law for Promotion of New and Vital Industries under which these
can be exsmpted from the presentation of the economic study necessary to take
advantage of this law, as lzid down in the relevant regulation.

/(ii) From
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(i1) From the fiscal angle the Income Tax Law and the Law on Taxes on
Business Profits, establishes a special treatment for all those minor
producers, that is ta say those who earn up to 150,000.00 pesos amongst
which it can be asserted that small industry is included, .

(1i1) In order that financial resources should be made ava:.lable to the
me;_i:.um and small industries, in the year 1953, through the Law of December 28,
a Guarantee and Incentive Fund for Medium and Small Industry was set up, by
:me,éns- of -a Federal Govermment Trust which in 1964 reached an-amount of 120
:;xzillion' pesos and had made profits on its.previqus trading of up to a round
figure of 42 million independent of-credits granted in favour of the said fund
Iy different .institutions, intermational and naticnal. , : '

{iv) The credits granted by the National Bank of Co-operative Incent.we,
S.A. and C.V. for the period.1965-1966,(September 1 to August 31}, were of
333 million pesos, showing an increase of 12 per cent in round figures
compared with the immediately preceding period, but the industry still received

credits for an amount equal to the previous periocd and was 264 mllions of
paesos distributed as follews:

Industry ~ Credit oblained,
_ RS . (in millions of pesos)

-Sugar. 15
Fishing’ 85.
Footwear 13
Salt - o 10
Cement 32
Textiles . 2

Credits gran’c.ed by National Bank for Go-operatwe Incentive may be
considered in general terms as being granted £0 small and medium industry
exc ept ‘bhose ‘granted in the cases of the sugar, press and cement industries, ‘

brenches in which there exist sufficlently big co-operatives for it to be
unfair to consider them as medium or small industries.

/() Enterpﬁses
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(v) Enterprises engaged in sub-contracts hardly exist in our country
becauge our industrﬁ.a?.’ists almost always think in terms of vertical |
integration and because they pay great attention to the size and importance
of their maintenance plant, and thus eliminate, to a large extent, poesi-
bilities for sub-contracted concerns or direct contracts for the manufacture
of parts and industrial replacements,

{vi) The existence in our country of small parks of small establishments
is almost null; it would be mors accurate to say that the creation of some
of these are constituted through some artisan industry whose ewolution has
today brought him into the category of small or medium industry; thus we have:

~ The shoe factory of Leon Guanajuato amd Guadalajara-~Jalisco.

~ The pottery plant of Tlaquepaque, Jal.and Guanajuato, Gto.

~ The wool textile factory in Tulacingo, Hgo. and Toluca Mexico, ete,

(vii) Industrial co-operatives as at August 31, 1966 numbered 4lh, made
up of 30,82) members; the number of these co-operatives who sought financial
assistance through the National Bank of Co-operative Incentive was not
available,

(viil) Organisms which offer their help and technical advice are, among
others: .

~ Nacional Financiera, S.A., Bank of Mexico, S.A,, Institute of
Technological Research, Laboratories of Promotion, National Centre of
Productivity, ete.

(ix) One of the most relsvents measures in induétrialization ard
principally for small and medium industry is the comtrel of imports since
through the system of import licences the introduction imto the couniry of
products which can be supplied by local industries is awoided; this is
equivalent to a qualitative protection which often surpasses heavily the
quantitative one established through tariffs, This protection has succeeded
in an extraordinary strengbhening of the internal market of many national
industries and thus has permitted their development and growth, often in
spite of the different comparative costs,

3 /8, Direct



8, Direct State promotion through
Public or wmixed enterprises

(a) There exists considerable difficulty in being able to evaluate the
Governments experience as business ent-repreneur, neverbheless the results
obtained conjointly from the different enterprlses controlled by the '
(bvernment show encouraging enough results as to the efficiency of operatlon
of the maaorlt.y of the concemns const:.tuted hy the Federal Government gince
these have undergone an expansion or t.he:Lr pmducuve capacity, whlch denotes
that their coefficients of progress and therefore of their 1mrestmen‘bs are,
in general, suffn.clently acceptable. _4s a consequence of all the above the
flna.nc:.'.a.l results obtained have permltt.ed in some cases the aut.o-financing

of the expans:wns.

(b} The present 31tuat10n as to exist.m ublic enterprises, their number
legal standing, administrative and financial systems adopted for their
functioning, their particivpation in the production of the respective
sect.or and ot.her :|.mportant characterlstles

The total number of State enterprises st present. is about 1 AOO, t.hose
of a strictly industrial character being in a noticeable minority within the

. .general picture, since 48 of such enterprises are represented and which work

in the following fields:. -
(1) Rallway wagons, \ ¥
(i1) Automobiles, trucks ard autobuses, : : - .
(iii) Spinning-and weav:lng of ‘cotton, wool and artificial and synthetic
. fibres,
(iv) Petrochemical industry,.-
. (v) - Phamaceutical industry,
(vi) Pertilizers, -
{vii) Paper:and cellulose ,
viii) Metal products, _
(ix) Const.ruc’c.ion ma.ch:.nery,
(x) Steel =
{xi) Mineral coal and coke, |
(i) Petroleum and its derivatives,

/ (ﬁii‘) Cement
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(x3ii1) Cement and other materials for construetion,
(xiv) Non-ferrous metals, and
{xv) Articles for food.

These concerns function 1egal]j under the same conditions as the
private sector, without privileges, exemptions, facilities or cbligations
not shared by others, :

Public enterpriges are lLimited Companies, organized according to the
respective laws and have an administrative council which, in its turm appoints
& director or manager and are directed by a Board of Government for
Decenfralized and State Participating Enterprises, which functions in the
Secretariat of National Property. The Board has as its essemtial function
that of the care and supervision of the activities of all those concerns
directly comnected with State resources,

The particlpation of the production of public enterprlses of an
industrial character,.withln the séctor in which they act is wariable in
the extreme; it runs from a contribution of 100 per cent to the national
offer, as is the case of Mexican 0il and the National Construction Company
of Railway Wagons Ltd., to relatively reduced percentages as could be the
case of the National Chemical Pharmaceutical Co, itd., in some chemical
products, It is interesting to point out that in some cases, in which
originally public concerns controlled production in that field, these have
later, due to the participation of private enterprise, yielded ground to
the latter. Such is the case in the production of tinplate in the "Altos
Hornos de Mexico® and the intervention of Tinplate and Laminations Itd., a
private enterprise,

7. The policy of Regional Industria) Development

In the Republic of Mexico where serious problems of industrial
concentration have arisen over the last 30 years, since this process has
been carried out without a plan for siting; this problem manifests itself
in pressures on the services of water, électric energy, transportation,
labour, housing, ete. Nevertheless, the greatest problem arises out of
accentuation of the 1neqnalit1es in development in different regions of the
country,

[For this
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For this reason and with the object of'creating industrial activities
to stimulate the development of those zones that possess raw materials,
cheap labour, means of communlcatlon, electric energy, water, etc. and,
finally because it is considered that the process of development ‘should be
harmonious throughout the whole country, it is tried to guide investors in
order that, within eoonomle oonslderations, they should set up their
enterprs.ses away from the Federal District, from the State of Mexico , from
Monterrey and Guadalajara.

. With this object a comprehensive work of promotion is being carried
out, w1th the object of creatlng'lndustrlal activities in those regions of
Mex1co which offer pOSSlblllties for their siting. For thls, stimmli are
granted such as munzcipal, State or even Federal exemptions, erecting
electrical energy networks without additional cost to the business man
together with reductions in rail freights, granting of land etc. '

Parallel with,thls, the Secretarlat of Industry and ‘Comnérce maintains
& close contact with all States of the Republlc whlch have organisms for
'industrlal promotion. To satlsfy these objectlves rapidly, 1ntense work
is being carried out to attract industrlal 1nvestors, to those who provide

complete 1nformatlon as to the cost of the regources ex1st1ng in the region.
h Elements which sre obstacles to this poliey in the province are to
do with the lack of technicians, skilled labour, cost of electrlcity,
dlstance from centres of consumption, the size of the reg,:.onal markets anrl
the cost of inputs, all of Whlch, taken jointly 1mply high costs of
productlon.

10, iabour trginiyg;programﬁe‘

The nationsl system of .education tries to train the individual better
iin order teo increase industrial pnodoctivity, It is based, fundamentally
on the: .

{a) Preparation of the student at secondary school level in such a
way that he will obtain a training which will make him useful to the
country even in the-case of desertlon,

(b) Reorganization and adaptation of teachlng in technical secondary
schocls which serve the student for secondary or higher technical educetion;

/{c) Re-structuration
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(¢} Rewstructuration and adaptation in 109 systems of teaching
in technical vocational schools;

(d) The setting up of technical schools at a sub-professional level,
with course of 2 to 4 years to follow secondary technical and traditional
courses; |

(e) The creation of technical courses at professional level in
technological reglonal institutes and in State Universities, proceeding to
their structurglization in secordance with the necessities of the region;

(£) The establistment of national centres for labour training;

(g) The setting up of Research Institutes and post~graduate courses
in the principal education centres and ‘

(h) The creation of short courses for specialization at different
levels,

Due to the scarcity of trained labour the Centres for Training for
Industrial Labour were founded in 1963 which offered a realistic and
practlcal solution to the problem, in part, '

'The Training Centres, more than a schoel, represent a small 1ndustrial
nuclei which unites the true characteristics of the centres of worke.
Respect for orders and the system of work are inculcated ard in the technical
field a knowledge of tools and working materials and their specifications is
imparted,

The teaching programmes were prepared by trained personnel who, because
of their own experince in labour, know the real necessities the studemt
will have to face after his preparation,

At present there are 30 training centres, In each those industrial
specialities most necessary to the community of the zonme where it is
. situated, are taught, and it is interesting to note that the directors
of these centres adopted the policy of uhanging the location of those which
had fulfilled their mission in the region and thus avoided training an
excessive amowrit of labour in a predetermined zone, thus avoiding the risk
of making certain specislities umecessary, This change was made on
personal initiative or at the request of the industrialist of the zone in
question,

/The work
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The work carried out during these two Jéars has been fruitful, since
up to March 1965 14,640 persons in the whole Répubiic had been trained in
”distincﬁ'spsciﬁlities, vhile at'preéent a further lB,OOO'are'under'tfaining,
a figure it is hoped to duplicate within 4 years.  As from 1965 it is hoped
to be able to prepare 40,000 persons in these centres each year in 60 schools
located throughout the whole Republlc.

Specialities taught are as follows: adjustment of bench and machine
tools, soldering; industrial drawing; auto work; mechanical spinning,

- electricity, cutting and making; industrial tailoring; radio and television}
industrial electrical installations; industrial elecirical maintenance;
repair of domestic apparatus; motor winding; brick-laying and concrete
work; sanitary and gas installations; iron work in building; carpenmtry in
bullding; domestic electric installation; printing on cloth; industrial '
flnlshlng, carpentry and cabihet making; upholstery; curtains and cupboard;
transmission and power brakes, chassis and aligning; intérnal combustion
engines; ceramics; builders mate; silver work;fagricultural mechanics;
preservation of foodstuffs, farming activities and artistic spinning, ~

The list of speclalltles is not considered deflnite, but only as
correSponding to current necessities, S :

So far as seml—professional training ‘is concerned, the National
Polytechnic Institute has a training school for the’ follow1ng specialities:
technical mechanic; technical electrician; technician in electrical
communications; diesel technician; sutomotive technician and techinical
constructor, | | ' . | -

. All these cover a cycle of studies of four years. The school has
technical installations where the students receive practical instruction in
their matter and ‘have maohlnery suitable to their own spec1allty, having at
their disposal ‘shops and 15 laboratories, '

' The number of Students'in 1965 in each speciality was as follows:
technical mechanics 7223 technical electricians 490; technicians in _
electrical communications 375; diesel technicians 230; automotive techniclans
231 and technical constructors 207,

/The Secretariat
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The Secretariat of Public Education, in co-operation with UNESGO,
with a contribution of 896,000 dollars on the part of the special fund of
the United Nations and a fund of 1,095,000 dollars on the part of the
Federal Government, for a period of five years, created in 1962, the
National Training Centre for Technological Teaching, which has as its object
the training of professors for secondary and special technical teaching,
and who will have to carry out their duties in the technologlcal institutions
at elementary and secondary level, It is hoped that in the first five years
of operation, some 500 teachers will graduate from the centre, who will,
in their turn, contribute to the teaching of some 6,000 technicians destined
for regional institutions and industrial schools. Initially those who .~
will be selected for incorporation will be specialist in mechanics,
electricity and construction, to be followed by those in steel, metallurgy
and industrial production.

The Industrial Technological Institutes will be directed towards the
preparation of specialists at different specialities and at different levels,
In these are taught: ‘

(a) Secondary teaching and diverse activities: mechanics of machine
tools, of internal combustion engines, welding, forging, carpentry and
cabinet making, modelling, smelting, the graphic arts, cutting out and
making, ete,

(b) Specialized technical courses in: radioc and television, electrical
repairs: the mechanism of internal combustion engines: machine tool
mechanics; steel; the industrial use of wood; chemical laboratory assistants;
farmming; oil well drilling; fishing; foremen for fish embarkation; naval
construction; cellulose and paper manufacture; alcohol sugar; industrial
security; accountancy; and executive secretaries,

(c) Professional instruction, graduating in industrial engineering,
mechanics, and chemical industry.

' These institutes are to be found in different parts of the Republic,
During 1964 the number of students inscribed in these reached 12,524,

Social Security trains workers in distinct specialities, To this
end there was established in 1962, the first training unit called Unidad
Morelos, In it technical instruction is given, first to those who are
insured, and if there is room to anyone who applies, |

/At present
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Ab present there are already 6 units in existence where courses are
given in different workshops: 2 in the Federal District and 4 in the
interior of the Republic; the first two aré the Unidad Morelos founded, as
stated in 1962 and Cuauntémoc, in July 1963; the others correspond to
Monterrey founded in 1963, to Jalapa in November 1964, to Le6n in September
1964 and that of Zacatecas which is about’ to be opensd.. ;

The ‘courses last for ten months with-a.tralnlng period of three
hours per day, and ‘include, in additién to the speclality as such,’ the
“study of mathematics, drawing, physics, and everything to do specifically
with Civies, History of Mexico and its Geography. -

The present attendance at ‘these centres is of 2,040 students and the
graduates already reach 1,470 specialized workers,

‘11. Sermces of Jaroductivitxami industrn.al expansion

.~ Within the organlsms responslble for the increase. of productivity and
lending technical assistance to.it,can be found, fundamentally, the National
Centre of Productivity A.C. originally called the Centre of Industrial
Productivity, It was founded in 1955 with the technical and economic help
of the United States, like centres of productivity in other countries of
the world, , . S :

Since 1962 its flnancing has been carrled out: entlrely with national
resources, with the object of serving pre—determaned objects such as the
diffusion of the concept of productivity, the organization of courses for
supervisors, managers and business administrators and the promotion of
travels for the study of productivity abroad etc.. .

Collaboratlon from abroad has been reduced to technlcal assistance
through professors, experts,scholarships, technical equipment, contributions
in cash having ceased,

In June 1965, the Centre changed its name, constltuting itself a clvil
association, as a result of the poollng of efforts and resources of the
viorker, owner, industrlal and federal sectors, included in this last being
the Nacional,E&nanciepa Ltd. and the Bank of‘Méxlco_Limited. The constitution
cf this centre ag a civil asgociation, did not merely satisfy the requirew
‘ments of a legal ?equisite, but at the same time implied‘phe‘relating of

[/the closest
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the closest harmonious activities between the different sectors involved; a
wider sphere of activity and a definition of intention fitting in with
the educational plans and those of industrial development, .

The National Centre of Productivify counts on larger resources than
it had in the past; until 1965 it had an income of approximately 2,880,000
dollars and, during the next five years, the National Service for Rapid
Training alone will demand a sum of 5,240,000 dollars which, together
with the amnual contributions of the Secretariat of Home Affairs and Public
Credit and of the Nacional Financiera S,A. of 6.3 millions, it will reach
a total amount of 93 million over the five years.

It should be noted that the contribution to the National Centre of
Productivity on the part of the Federal Govermment, the Nacional Financiera
S.A, and the Bank of Mexico S.A. reach 25.76 millions or 71 per cemt of the
total contributions,

The Goverrment of the United States contributed with up to 12 per cent
of the total, that is 4,37 millions, the Confederation of Industrial
Chambers cenbributing 3 per cent; the rest was made up from income from
courses taught and other sources, '

The programme for the National Service for the Rapid Training of
Labour (225,000) persons was carried on with the co-operation of the special
fund of the United Nations through the International Organization of Work
of the Secretariat of Industry and Commerce through the National Centre
for Productivity, ,

. The contribution ofAthe United Nations reaches 1,280,040 dollars and
that of the Federal Covernment 3,641,560 dollars, making a totel of
4,921,600 dollars, | _

The programme will have a duration of five years and its central aims
are the following: a

(2) The training of industrizl supervisors with the object of qualifying
them to give technical instructlon to skilled workers.

(b) A greater training to instructor supervisors who will at present

‘be employed on educational work and training, |

(¢} 4 greater braining in theoretical knowledge and practical skills

to workers who have recelved speclal training, with the object of improving

skilled labour,
/(d) Preparation
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(d) Preparation of didactlc material and information required to
increment and 1mplement the pro syammes above mentloned.

(e) Research into, pmmotn.on and “supervision of pmgrammes for rapid
trainlng on the part of the central exscutiva unit of moblle wnits and
indvstrial enterprises and ‘ " ‘

(£) To serve as a consultant to those concerns interested in
participating in the programme, ' '

The Service will consist of three princa.pa.l parts: ‘the Central Unit,
the Regional Offices and the Mobile Units,. - '

The Central Unit will be a centre of research into the necessities of
national industry’ as related to skilled labour, and of a laboretory to- set
up, correct and perfect, in accordance with requirements, the methods of
teaching, programmes for the training of workers and the materials necessary,
This Unit w111 be statloned in the deeral Distrlct or within the State of
Mexico,

Regl.onal Offices will serve allsectors of the count.ry, taking charge
of contacts with industries, facllitat;ng research, as well as the applica~
tion methods to be developed for the training of skilled labour. These
offices will be established in Monterrey, Leén, Toresn, Guadalajara and -
Verécruz. Later there will be others in Chihuahua, Culiacén, Herm051lla,
Mérida and Oaxaca,

The Moblle Units are ‘vehicles equipped with everything necessary
to form 1nstructors which apply their method ang the programmes of the
Netional Servlce, directly in the worklng centres, The enterprises will
thus count on what is necessary for the instruction of supervisors and
hlghly skilled workers for the industrdial plants who need labour trained
Ln the technlques ‘inéluded in the programme.

'The Mexican Instltube of Business Administration A +C.p is another
essentlally private concern dlrected towards the study of methods of
:mprovement of product1v1ty ard the teachlng of the same, A body similar
to the foregplng is the Mexican Institute for Scientific Business |
Admﬁnistration, backed by Lhe Confederatlon of proprietors ‘of ‘the Republic
of Mexico, In it courses of Industrial Administration and teChniques are
given at medium level as well as courses for subprofessionala and capaci-
tation courses.

/12, Technological
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12, Technological research

Those organisms which carry out industrial research with an industrial
application are: )
(a) The National Laboratories for Industrial Incentive, set up in

1949 under the auspices of the Federal Govermment, and institutions from
the public sector; their personnel consists of 30 technicians and they can
count on assets which reach 152,000 dollars,

Their activities include the fields of cellulose and paper, foodstuffs
and medicines and yeast fomenting processes and includes various researches
carried out for the benefit of prnvate enterprlses, the Govermment and
decentralized institutions,

Further courses are offered whose duration varies between a year
and a year'and a half, where chemical engineering assistants work, who
specialize in the fields previously mentioned; the number of assistants
at present inscribed is 4O, .

Research plans for the laboratories in the field of paper and
celiulose are directed to the obtaiﬁing of different types of paper, based
on raw materdals differing from Wood; those of food and medicine are
directed'towardé the best use of existing raw materials, in particular from
those of the arid zones of the country; in yeast and fermemting processes,

' tending towards the best use of sub-products of the sugar industry.

(b) The Institute of Industrial Research founded in 1951 which is
affiliated to the Institute of Advanced Studies of Monterrey, may count
on the advice of the South West Institute of San Antonio, Texas, The entire
body of the professors of the Institute of Technology and Higher Studies
of Monterrey collaborate in its activities, Due to the fact that it is the
initiative of private enterprise that generates its income, it is dedicated
fundamentally to projects which come under their auspices.

The Mexican Institute of Technological Research A.C, established in
1950, with the Technical Advice of the Armadur Research Foundation, of the
Institute of Technology of Illinois, has a staff of 88 technicians who
specialize through 35 to 45 scholarships a year, who may be assistants or
graduates dedicated to bioclogical engineering, or biclogical, textile
biochemical, mechanical engineering etc, and are working on technological

' /research applied



11 0m

research applied to national requirements, The duration of the courses is
from one to three years and are made u’p'df 33 per cent semiﬁare and 67 per
cent werk in laboratories, wh:.ch pemuts a tremlng in the tectmiques and
concepts of applied research, '

.-The institute is auep:.ciated by three :Lnstltut,:i.ons of the pubhc
sector, Its assets amount to about 800, 000 dollars. ,Studies are carried &
out, basically, in the field of applied bio—chemstry, cellulose and paper,
experimental englnaemg, a.nalytlcal research and chemical, mineral ard
metallurg:.cal resea.rch, carrsving out research inte renewable and none
renewable national resources. Its flnanc:.ng was derived from 67 per cent
from private ent.erprise and the remain::.ng 33 per cent from governmen'b
subsidies, . ‘

In 1962 it received a loan of 400,000 dollars from the Trust Fund
for Social Progress to ecqu:.re laboretor«r apparatus and experimental
equipment and to accelerate the a.dVanced trammg and speclal::.zation of
profeseionals as well as to better and widen its functions of scientific
research and advice related to the mdustnal development of the country.

The studies and experiments which 3t carries out, includes those
related to certam trop:x.cal woods, for the product:.on of pulp for paper;
‘bhe possibilities that Maquey oi‘fers as forage, the practical possibility
of beans being used as source of starch, proteins and oils for induetrial
uge; new processes in the pmduct::.on of iron and steel thmugh non~coke~
¢ble carbons and research into elements with a high prote:.n conten‘c. to
:tmprove animal nutrition,

13, Standards

This function has been handed to the Secretariat of Industry and
Coumefee: to the Directorate General of Stardards which, since 1943 has-
worked to set standards for industry, :

' In 1945 the“law on Industrial Standards was promulgated, to set up

a legal base for nationai norms, transforming them into official standards
and maklng their applicat:.on optn.cnal. This prevented the Director General
of Nome from enforcing the carrying out of them ebllga’eory, which
ccnst.ltuted an obstacle for standards to achieve a national dimension
demanded by the industrial and economic evqlutlon of the country and by the
consumer public for their pfotEctiqn. | . o s

' - /Under such
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Under such conditions, in 1960 a new law, the General Law for
‘Standards and Weights and Measures was passed, by which standards became
obligatory fdr those products affecting the life of or bodily health of
persons, for merchandise destined for export or articles which, because
of their importance to the industrial development of the country, might
affect in some form, the national econonwo‘ |

Without considering that the present law has found the formula for
the integral solution of our industrial reality, it can certainly be
affirmed that it does lay down the necessary elements f‘or the protectibn
of standards at national level am even more, to attain levels comparable
to those of intermational standards, ' ﬁ

 In order that standards be established at a national lewvel, industrial
sectors, consumers, technicisns and scientists must intervene. This partici-
pation is charmelled through the National Committee for Standards for each
of the different industrial branches and through the Juntas for Standards
in cases where no committee has besn formed,

The national committees for setting standards for specialized branches,
carries out directly its studies of standards after prior consultation with
all the interested sectors. The doc'imén‘c thus drawn up is sent to the
Director General of Standards who submits it to a public inquiry for a
period of six months, publishing it in the Official Gawzette of the
Federation; if, during this lapse of time, no observations of any importance
have been received, it becomes the official standard.

Where no specialized national committee for standards exists, the
Director General of Standards may take the initiative in setting standards
for products, either on his own decision or at the request of manufacturers
or users, but with the criterion of giving priority to those articles for
direct public consumption, -

The Director General of Standards prepares a draft for a standard
which 1s sent for their opinion to the interested parties, prbducers,
consumers, -industrial and commercial chambers, official depariments
involved in the matter, professional colleges; scientific and technical
institutes and Universities, Opinions so gathered are discussed at a
Junta of Standards, The document so drawn is subjected to a public inquiry
as described in earlier paragraphs, following the same process of that of a
standard drawn up by a national committee on standafds,

Jit is
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It is evident that, in order'to'nca.rry out the above intention, the
Director General of Standards needs the assistance of resources, bolh human
and material. To this effect the Director General of Standards can count
on the technical.assistance of 80 professionals in different specialities,
as well as 180 employees dedicated to administretive work, So far as material
resources are concerned, the Director Genmeral of Standards can count on .
physico-metallurgical test laboratories, on laboratories. for physical testa
for: accesories and portable containers for liquid petroleum gas, a chemical
metallurgical laboratory, a laboratory for sugar and one for pstroleum who
all co-operate in the carrying out of studies on standards.. Furthermore the
‘Director General has available the standarda laid down by all those countries
which, together with Mexieo, integrate the International Organization of
Standards, (1.8.C.) and the Pan American Commission for Technical Standards,
(COPANT )3 from these last mentioned organizations extremely valuable infor—
mation is available, which permita us to know, by comparison, the state of
develoment of our national industry., Decided collaboration can also be
counted on from the technical ,ﬁersonnsl and. from laboratories. of other
official dependencies, as well as from research institutes, the universities
and industry in general, _

It has alrsa.dy been’ sa:Ld tha.t one’ oi‘ the amblt.ious aims of the
standards of a country is to pla.y an act:.ve part in international standard-
i.zat"n » @s a means of mcreasing its fore:.gn trade, 'In this rsspsct
Men\,o, through its D:Lrsctorat.s General of Standards, forms part a3 has
been saiﬂ of the Intematlonal Organization for Standards of the Pan
_Amsmc-an Comission for Technical Standards, the first, responslble for
carrying out stud:.es at an internat:.onal leval ard drawing up norms for
world-wide application, the. second being charged with setting up standarda
at a regicnal lewvel and whose norms gvern the Latin American Assocla‘b:.on
for Free Trade, (ALAIC).

To date, the Director Gensral of Standards has laid down soms 725
officlal standards.

/Chapter VI




Chapter VI

FOREIGN FINANCIAL AID

Financial assistance received from abroad during recent years has
been charscterized by the increase of foreign sources of financing, not
only in reference to countries, but also because of the number of ir'er-
national organizations which have granted credits to Mexico, and which
have been augmented by loans from the Interamerican Development Bank which,
as from the year 1961 with a ¢redit of 16 million dollars has come to be
added to previous sources of foreign credit,

In 1962 the Agency for International Development by granting a credit
for 20 million dollars destined to banking and financial institutions within
the country, became ancther organization which granted credits to Mexico,

At present the countries which comprise the source of financial
assistance have been increased by the agreements signed by the Nacional
Financiera S.A, with Poland and Yugoslavia, in 1963, thus increasing the
list of those nations which had previously granted us finance. ({See again
Table 43 and Tables 44 and 45.)

1., Origin and destination of the credits

“For the year 1965, the list of countries which have granted credits
to Mexico is as follows: Germany, Belgium, Canada, United States, France,
Holland, England, Italy, Japan, Sweden, Switzerland, Poland and Yugoslavia,
as well as such international agencies as the International Bank for
Reconstruction and Development, and the Interamerican Development Bank,

During 1960 credits were available from abroad up to an amount of
286, million dollars of which 38,4 were earmarked for manufacturing
industries, i,e, eguivalent to 13.5 of the credits available during that
year,

The industrial branch most bemefitted during 1960 was that of
petroleum and coal to which 32,4 million dollars were made available,

/Table 44
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MEXICO: DESTINATION OF EXTERMAL CREDITS REPAYABLE IN ONE YEAR OR MORE QBTATNED
: TROUGE NACTONAL FINANCIERA- AS' AT-DECEMBER 31, 1964 -

| Thousanda of dollars

Ohligations  Interest,

(Total  Used fn  Crefits  Asortieed outsianding comadsstons
} T xp as at - and various
obtained 1964 in hand 11964 50 e ohargss

3, 1964  1in 2364

¥amifzeturing :Indua‘h-!.as . €32 B 125 979 10 696 i B 0 xol 520 . .2 035

Pocd products - 2l 235 3 242 10 703 336 L7817 e
Drink '. 1 500 e eee
Textiles end slothing 20408 18 205 e 110 1796 ..
Wool and its products 363, eee vee S eve
Faper and sellulose Y 29 433 5 706 621 1 099 10489 e
Printing ond press § 77 can ves e PYTE "eee T ees
Chendeals ' 66 223 JHT - w350 W5 ERZ
~ Petroleun and coad ‘ 161;"1"22 20 405 2870 1601 - 28
Hen-aeinllic minerals | -3 857 Cene 150 O
Baste notale {Ireh and ptoel) 108712 252 1658k 385 m e 7z
Condipustion and mashinery 7 702 2 8 .ss 3z 2 g6 - " ees
Transporiation matorial - . -1ihob9 . 38179 - 1150 . 12521 s 482 . . 283
Other tndustries e g3 852 : . 59733 setn " ees see
Zoport fund for the private sestor 100 000 s e 233 e 910

Conatrxotion 492811 . 39108 19 135 @ 22829 220 280 1) 858

Soureet Annusl report of NAFINSA.

| /Table 45
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Table L5

MEXICO: DISTRIBUTION OF EXTERNAL CREDITS DURING PE%IOi)
1961 TO 1964 BY ORIGIN AND DESTINATION

(13 ions of dollars)

1961 1962 1963 194

Origin | 29.9  270,7  262.9  5lh.S
United States 99.2 llir-.l 7?-0 189 1
International Organizations 11.5 23.2 80.9 99.0
France 28,0 32,0 38.8
Belgium ‘ ‘ : 18.4 : - 1045
Ca.nada ' . 1709 Qh-ll- : 23'5
Switzerland 85.2 11.5
Holland 8.5 |

- Germany 8,1 16,1
England 15,2 74,8
Others 54,0 32.4 22.8 25,8

Destination 49.9  270.7  262,9  514,5
Exploitation of mines 0,4 0.1
Manufacturing industries R5.5 48,3 29.7 65.1
Import fund for private sector 75.0 15.0
Construction 46,3 13,9 n.x 39.1
Electricity, gas and water 66,8 121.1 103.8  252.2
Banks and other private institutions 2.6 13,1 8,0 44,0
Transport and communications 33.8 51.4 38,5 55.3
Services 7.1 5.8
Others 005 600 58a8

Source: Nacional Financiera, S,A, Sub-Management of Financial Studies.

Of the total disposable credits during 1960, 88.3 per cent was granted
by the United States; L.k per cent was financed by the Federal sepublic of
Germany; 2,7 per cent was obtained from International Organizations and the
rest, was provided by Canada, France, Italy and Sweden,

During 1961 the amount of credits available reached 249,9 million
dollars, a figure higher than that of the previous year; of this 39.7 per cent
was granted by the Export Import Bank of Washington, United States; 4,6 per
cent was obtained from the International Bank for Reconstruction and
Development and the rest was granted by private banks and suppla.ers with
which the National Financiera, S.A., has had dealings.

/Manufacturing industries
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Ménufacturing 'indust.rieé dufing this year obtain.ed 10,2 per cent of
credits availabie, be:'mg lower in percenté.ge and quantity than in 1960,
In 1961 the péti'oleum and coal branch of ‘indust.ry continued to receive
" the greatest amournt of credits, being followed in importance by the
manufacture of transportat:.on equlpment
In 1962 credlts available began to mcrease again compared to 1961
The quantity available during this year was 270.7 million dollars and was
obtained largely from banking institutions and contrlbutors in the United
States, France, in this same year granted 27.9 million dollars, equlvalmt
to 10,3 per cent of the total credits a.vaila.ble, an amount grester than that
granted this same year by Int.ernat.mnal Fmanclal Organlzat.lons whz_ch _
provided 9.3 per cent of the total, '
Manui‘acturlng industries dlsposed of credits for LB.B million dollars R
a flgure 95 per cent h:L;rher than that ava.ilable to mdustry the previous year,
' This sum of 48.3 millién dollars available to manufacturing mdustrles
corresponds to 17.9 per cent of the total credits granted during 1962
Branches of industry most fa.voured durlng 1962 were those of bas:l.c
metals and petroleum and coal w1th 20,1 and 13.1 millions respectively, being
followed din mportance by transport. equipmmt; with 6.4 million dotlars.
In 1963, 262.9 million dollars were obtained, 30.8 per cent granted
by international organlzatlons such as the International Bank for. ,
Reconbt.ructlon and. Development and the Interamerican Develcpment Bank;
_ following in importance as a source of finance were credits from banking -
‘ instltu'bions in the United States which this year granted 77.0 million
dollars equlvalent to 29.3 per cent of the total d:.sposa,ble, Outs’c.andlng,
also, for their mortanca were the credits coming from France which reached
32 0 m:.llion dollars, a figure. tha:b surpassed each of the previous years, and
. thus France becomes a source of great mportance in foreign financing,
~ The manui‘act.uring industries received less credits in 1963 from external
credits negotlated dur:mg this year by an amount slightly greater than that
of 1961, :
Of the 29.7 million dollars which industrial manufacturers received
during 1963 there could be observed a channelling towards industries
producing materials for transport which obtained 22,4 million dollars

/digplacing the
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displacing the petroleum and coal branches of industry which this year
received no subsidy.

It should be noted that, in the year under analysis, the chemical
industry was able to count on 4 million dollars, thus constituting itself
the second most important industrial branch for subsidies received, '

For 1964 the amount of credits obtained was 514.5 million dollers,
greater by 96 per cent than that available in 1963,

The prime source of financ:x.ng this year came from credits emanating
from the United States with 189,0 million dollars, eguivalent to 36,8 per cent
of the total available,

International organizations contributed to external financing, w:.th
99 million dollars , this being the second highest source of credits during
this year, The rest of the external credits were contributed by financial
‘institutions from England, France, Italy, Canada, Germany, Belgium and other
countriés. | ' , ' '

During this year the credits for the industrial manufacturers showed
an increase which reached 125 million dollars, an amount only surpassed by
the availability of credits to the production of electricity which rose to
24,5.8 million dollars, The fact that the manufacturing industry has taken
advantage of a great amount of foreign aid for its financing follows the
policy of industrial promotion laid down by the Mexican Government in 1964,

0f the total amount concerted by the manufacturing industries during
1964, the production of transport material absorbed 38,0 million dollars, a
figure never reached in any previous year; while the chemical industry
attained great importance on being granted 35,6 million dollars which is an
indication to us of the importance of this branch in the intermal industrial
field, - | |

Also during this year the textile and clothing industry used up &ll the
credits previously obtained by using 18.2 million dellars which served for
the modernization of factories in this field,

Also the basic metal industry acquired external credits for 22,6 million
dollars necessary to the financing of its own devélopment.

/Table 46
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Table L6

MEXTCO: SUMMARY OF EIQI’ERNAL CREDITS REPAYABLE IN ONE YEAR CR MRE
OBTAINEB THROUGH NACTIONAL- FINANCIERA, ACCUMULATED .
' - FROM 1942 TO 1964

(Thousands of dollars) = .

Potal o v Dbt as b
- obtained . Disposable . Amortized — Dacember 1964

Total 2 889 574 243199 1138733 . 1293258
opore Tport Bak ot i
Washington 629773 ' 5M 385 0 401072 L3313

nternational Bank for o
.Reconstruction and R ' .
Development 448 800 . 348 513 62 062 286 151

Interamerican Development- . B R S

Bank .. . . . Co1207 3180 130 T 31739
Agency for Tnternational T T
" Development, CooRRSL L TMS L =TS
Other direct credits 708 079 . 624,993 . 210 735 .. . k. 258
Other mdorsements, ' A

guarantees and SRR
-acceptances . - . - ..939 677 . 87L 785 - . 484 733 410 052

Scurce: Nacional Financiera, S.A, Sub-Management of Finaricisl studies.

This increase which has taken place in the channelling of -exter!nal
credits towards the manufacturing industry obeys the 1ncreased 1nternal demand
for manufactured products arising out. of the use. of mcome gen&rated by
government action in previous years,

R e ; " /As. sources



As gources of foreign credit have diversified, the terms for repayment
and the rates of interest granted under such credits have been modified as in
the case of extended repayments, thus gramting an extension of the years of
grace to the country for the first amortization of the credit, So far as the
rate of interest is concerned, this has been seen to be stabilized at around
5.75 per cent, as charged by international organizations, a rate which
already includes the 1 per cent charged for services rendered, '

As far as the type of interest and the terms of repayment are concerned
in the case of private credit enterprises or suppliers from different
countriea, these vary in accordance with the object for which it is intended
or the merchandlse to be a.cquired

2. Amortizations ‘ . _ .

During recent years the amount of credits amortized has increased from
80.8 millions in 1960 to 256.7 millions in 1964, leaving for 1964 an
amortized sum of 1,138,7 million dollars which added to the interests paid
up to 1964, amounts to 1,379.6 millions, corresponding to the tctal service
of the debt calculated from 1942 to 1964 (see Table h-'?)._ ‘

So far as manufachburing industries are concerned, these have had
available from 1962 to 1964 the sum.of 520,4 millions and have amortized
325.9 millions during this period leaving, as at 31 December 1964, outstanding
obligations to the extent of 194.5 million dollars,

During 1960 manufacturing industries obtained 38.4 million dollars and
amortized 30,0 millions, 1eaving a net. income of 8,4 million dollars,

For 1961 the amount available was 25,5 million dollars and the
manufacturing industry amortized 22,8 millions and thus the net income for .
this year dropped to 2,7 million dollars,

For the years 1962 and 1963 there were amortizations in credits
channelled towards the manufacturing industry of 54,9 and 49.8 millions
respectively and less amounts wers available, income during these years being
negative, (See Table 48,) , '

As has been previously seen during 1964, 125.9 million dollars were
channelled towards industry while the amount amortized during this year
dropped to 44,4 millions, leaving a net income of 81.5 million dollara,

[Table LT
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Talle llf.?

MEXTCO: ANNUAL MOVEMENT {F EXTERNAL _OREDIT REPAYAELE IN ONE YEAR OR MOHE
OBPAINED THROUGH THE NACIONAL PINANCIFRA, 15h2-1964

{ Thousands of dollars)

. Iut:er;ast Total Net © Cbligmtions
Year Umed fmortiged , . . -7 eid services ineome at end

: - (2) + (3) (1) - (2) of year

() o {2y (3) (%) (s} (6)
“aghe 10 000 696 167 - 863 9304 930

1943 - 7 11068 BN U U 4 A 155 8 159
198 - 1136 277 . 1'a3 -1 136 7 063
1545 8 300 1 220 269 1 489 7 o8o ik 1l3
1946 3730 b533 878 - 5 52 857 47 000
19k7 ;o198 . §78 2171 - 10 952 2 Wy £8 4y
1948 20 181 11 979 2 Ghg 14 628 8 202 76 619
15t9 3 8 b key - 3z - 17 767 17 368 93 987
1950 30 656 18 B39 4 207 23 146 11 &7 105 Bok
1951 35 772 22 5ig 5 099 27 &4 13 223 119 027
1952 58 332 . 21 065 5287 .. -- 26353 -~ 37266 - 156 293
1953 48 4us 18 353 635 25304 . 29 k93 . 185 786
1954 Lg 592 2l Boo & 787 91 587 2k 792 210 578
1955 51 166 2B 375 8 581 36 956 22 7% 223 369
1956 €6 661 5933 9188 g1 2k 728 263 097
1957 §0 353 37 937 9 3% 47 263 52 116 32¢ 513
19%3 125 8z 55 950 10 696 66 645 69 892 390 Los
1350 152 758 B5 747 14 278 100 015 &7 011 57 16
13650 286 Y 8o 8ok 19 088 39 892 205 637 663 053
1961 249 91y 9k 265 22 589 116 B854 155 652 818 705
1562 270 680 b1 174 33 698 174 872 129 %506 98 211
1963 262 928 173 650 Yo 2n 23 921 8y 278 1 037 489
196k b 547 258 778 35 301 294 79 255 769 1 293 258
Total 2 431 951 1138 793 2ko 883 1579616 1 2953 258

Sourced Nacional Pinanclere, S.As Submenagement of Pinancial Studiss,

Rota: The firat forelgn credits for terms of one year or more were contravted by the
Institutlon in 1941 and were disposable in 1942, - {x) Includes 82 052 thougands
of dollars for the purchase and taking over of the 1iabilitles of the "Gompafifa
Inpul sora de Emprecas Eldotricas®,
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Table 48

MEXICO: SERVICE OF CREDITS CHANNELLED TO THE MANUFACTURING
‘ INDUSTRY

(Thousands of dollars)

Years Used Amortized Nzt income
1960 38 472 30 086 8 386
1961 S 25 470 22 799 2 671
1962 18 323 5, 999 -6 676
1963 I 29 699 49 787 -20 088
1964 125 979 by Lk 81 535

Source: Annual Bulletin of NAFINSA,

/Table 49
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MERICOs DISPOSTTT(N (B CRINITE BF

TEAR UR HIRE BY ORIGBi AND DESTWATI(N

(Thouaa.ud.s of dollars)

Origin

EXIMDANK

BINP

BDD

AID

Other direct credits ‘ .
Uther 2uarantecs, eydorsements.and acoeptances
Degtination

Agriculture and cattls

Mining exploitation

Manufacturing Industrioes

Yunds for imporis for the private Seator
Congtrustion

Elactricity, gas and water _

Banks and other finenocial institutliona
Trensport and communications

Serviocs

Othsrs

va P::;:n' 1962 “P::n- . 1963 p:::n- 1964 P:::n'
4991 . 1000 270 680 100,0 262 928 . 100,0 5145 100.0
99260 39 1026 We2 . 9 Uy 3.6 2402 by

nB6  We 2o B 6828 260 762 154
: - $ 1 1.2 12635 ° 48 1599 3.1
.- - - - .2 000 0.8 § s 1.0
81820 - 327 - 963 5 73993 281 35 22
57 113 23,0 . 108 242 40,0 96 524 367 277 Byy 5.0
29 917 100,0 270 680 100,08 262 928 ioo.p' 51!; 57 100,0
- - . -- - - 8o 0.2
- - 1 e 76 o - -
AW o 102 W33 . W9 29699 I3 599 245
95000  30.0° 15 000 55 - - - -
46 295 18.5 13 4o 5.2 71 ofio 27,0 39 108 7.6
£6 759 267 121 051 (% 103 823 .39.5 245 884 k7.8

2 574 1.0 13 123 4.8 2 991 3.1 39 216 645

33 819 13.6 51 356 13.0 38 463 RL 61 823 12,0
- - 9 o7 2.6 5 796 P 2e2 7 483 14
- - 459 02 6 000 2.3 254 o

Sourss: Annwal Bulletin of the Haclonal Finanoiam S.A.
_j less than 0,1, ;

TET
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Statistica) addendum

Table A=}

MEXICO: THDEX OF THE VOLNME OF INDUSTRIAL PRODUCTIMN

(3350 = 100)

1950 1955 1956 1957 1558 1959 160 1961 1962

Gefieral index . 100,0 38,2 151.8 168.9 181.2 193,5 22,2 227.1 2392
Mining . 100,0 04,3 102,0 108,9 108,64 108,1 1107 1127 1124
Proolous metals 100.0 96,5 87,1 9%0 930 871 8.0 78,3 778
Industrial minerals . 1000 106,5 1061 113.2 1127 1140 1i7.4 0 125.0 120.)
Non-motals - - - - - - 100.0  S4b 11046
01) industry 100,0 15842 X77e3 200.2 284 257,39 2865 3.2 3207
Cruds 01l | 100,0 1234  132.9 135.0 55,0 265.5 170.4 182.8  190.3
Derivatives 200.0 1627 18345 209.4 226.0 271.8- 319.9 358.3 956,93
Eloctrio ensrgy 200.0 15744 176e9 193.1 205.8 22,0 2458 271 2890
Gmstrustion - 100,0 15003 1€li.1 18103 179.9 190.2 222.5 215.2 217.6
Processing 100,0 1384 15%6 P17 1817 1957 2135 229,10 2Wi3
Consumr goods 100,60  123.2 132,01 3.6 3531 159.8 9.2 1839 2007
Fyodustion goods 100,0  162.2  187.2  215.5 220 252,2 2609 292.2 30645

Sturcet Nasionsl Pinanciers S.A., Dapartment of Financisl Studiese Produsts Divislons

fTable A~2
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Table 42

MEXICO: TOTAL mvms'rmw IN INBUSTR‘I 5/

(mnms of pesas at m.u-rant mte)

Yedrs . . K e . IR s A

1950 1 &2
1951 S ‘ o S 2236
1952 ‘ S T Ve 238
1953 . S L rme
1954 - S 3 079
w5 HON i ney T
156 - o ST sz
wy o - R -
1958 T sy
1959 | . ewp
w6 o g 851
1962 b/ | C. sEs

Sourss: Nacional Pinsnoiere S.A., Department of N.nanoial S'bu:usa,
Project nivisim. i '

5/ Inoludost mm.ng, petrolouwn mdustw, alectrio anery and pnoeas:!.ng.
It does not inolwde somstruction, .

b/ Preliminary figure.
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Table A=3
MEXTCOs SUPPLY OF THE MANUFACTURING INDUSTRIES, 1958.196%

(Militong of 196 pesos)

Conoepts 1956 1959 1960 1961 1962 1963 1964
1. POOE. d!‘i_lg end
tebagso 24 482.7 26 55240 26 998,2 28 9h0.9 32 GM3.1 2 Bcha 39 4373
Produstion 24 91003 27 3924 29 22,9  S150245  F 6843 57 322 U2 540aM
Plus imports 3357 115.1 39641 54 485,2 5116 1.2
Less exports 7633 95545 2 720,8 3 39740 a9 2264 3 C5240 3 62043
2, Textiles 6 6115 € 55940 ¥ 7899 8 323.}; 8 362.8 B 2474 9 4710
Produstion 8 4Bo+7 8997.9 95467 101294 10 746,611l Hoz.2 11 0985
Plus inmports 30708 15947 32246 35’%“ 3532 29862 4ok, 9
Less exports 2 17740 2 598, 2 0794 2 16044 2 73640 3 45340 2 0324
3¢ Shoes, cloihing snd
gthers 6731 LM 73 79821 302 B8l 328
Produstion 6 80949 7 170,8 2 55058 7 9512 B 372.8 8 816;0 9 20343
Flus imports 5047 Lyt 5142 7261 28,9 2247 | 2647
Less exports 58745 L 547 102 3165 40,6 3805
4 Weed and oork
dustries 2108,0 21348 2 206.,8 2 2714 2 30802 2 36357 2 425.8
Produstion Z 12244 2 1734 2 22545 2 2789 2 333.6 3 3._98.6 2 Wz .0
Plus imports Y0 1944 42,8 ho,5 3646 43a7 535
Less exports 5844 5840 61,5 5044 6240 7246 74.7
Se Collulose pulp, peper .
gnd cardhoard, etge 2 17945 2 32501 2 816,7 278247 2 9884 3 3457 35601
Produstion 1 8717 2 042,0 2227:3 24306 . 2 6519 2 893,1 3 166,k
Plus imports 21944 295.1 Ko5,3 375 358.8 37540 430,1
Less exports 1146 12,0 16,5 2303 2263 2244 26,4
6s Printing, publications :
and allied indusiries 1 116.1 1.6 1 55609 1 679. 1 8127 1 9053 2 07446
Produstion 12917 1 39540 1 506,6 1 62740 1 75142 1 B97.8 2 049,7
Flus inports 6243 2347 81.8 8642 9647 100,58 118.5
Lass exports T3 771 3.5 337 k1.2 931 9306
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Table A~3 {oontinued 1) '
Conoepts 1958 1559 1960 1561 1362 1963 1964
7s Leather industry, _
* ghoos excepted 3.8 35299 36178 377.2 38127 38954 4 002.2
Produotion ' 34532 35395 3627.9 37187 3 811.8 .3 90740 Y4 ood.6
Plus imports '51'1 T T12.8 162 s iu._hr TR
Less exports 8.5. . (119 2249 T 139 " 26,07 208
8e Phbﬂnatim of S Lo e E— e,
. rubber produsts 1457 16235 18381 1994 21676 233 2697
Production. 14307 .  1668,0 . 17186 18835 . 2 06kl 2 262, 2 499.8
" PFlus mﬂ"‘tl . !"601' T 58‘5 s 12706 : 119.5 loanl 113.3 E 131.6
Less axperts 14 o360 e BB T E 1046 5 k.9 2.4 37
9% Pabrication of chemioal L . -
gubstances and produsts 13 227.8 © 13 937 15.488.,0 7 16 29 * 38 860,0 20 807.7 ' 22 b55.8
Producticn 10 1604 11 397 127453 14 24,5 15 987.5 17 905.6 20 0547
" Plus tmports 3WL2 29536 3030,6  262.8 330 3353 299
Less sxports 353.8 "398e6 T 207497 W7Ze9 57645 %63.0 - 5168
10y llonmmstnllic mineral
products 2 7514 2 91844 3 36740 3 420,1 3 547,8 3 82746 L 177.8 .
Productien 2 56849 2 70447 3 01847 4 27262 3 5471 3 844,8 § 16841
Plus imports 2 2546 21241 k2,2 23%.6 116,6 1227 149.6
Less exports 72.1 784 9349 9.7 1153 13949 13949
11, Stesl and fabrication
of metallin produsts 16 220,011 159.7 9 9733 10 5MM.7 11 036,5 11 3318 13 01844
Produstion 7 804,56 8 Lhb6 9 136,7 g 065,99 10 £32,1 11 36644 12 523.1
Flus imports 7 &72.0 3 88242 1 82041 1 haka 1 383.4 1 2110 1 488.2
Leas exports 1 156,5 1 1671 983.5 76543 1 03%.0 1 24sa 99249
124 Muchinesy sonstrusticn 9 38,0 58,8 11 29%.9 11 09,1 10 712.8 12 1734 13 8477
Produstion 4 Log.1 b 9116 L 72 & 09546 6 7904 7 560.6 8 bz6,6
Plus imperts 5 0287 4 684,.9 5 88943 5 127.1 4 009.3 4 703.7 5 52945
Legs exports 53,8 61,7 6740 131.6 BR.9 9849 1084
13e Construotion end repair of
transportation equipment § 41,2 5 985,85 7 00543 7 Lh7.6 2 950.8 8 872.0 1o 122.4
Produsticn 3 357.1 3 75646 4 203.3 § 703,53 5 26346 5 890.1 6 59140
Plus dmports 2 121.7 2 25,1 2 900,2 2 768,1 2 71040 3 00847 3 588,58
s exports 3706 252 98,7 Wi 22,8 2648 5?04

/Table w3 (oomeluded)
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Table A3 {ocnqluded)
Oancsepta 1958 1959 1960 1961 1962 1963 1964
14y Other procesaing
nduginien 1600,0  1656.5  1828,8 18300 0 1995 23,2 23152
Production 1 012.8 1 098,0 1 190,1 1 290.1 1 338.5 1 5:4,8 1 60302
Flus Imports 62601 6007 68945 66201 6088 8557 153
Lens exports 579 k2,2 5048 52,1 £1.8 63 81,1
fotals o 619.8 96 525.8 103 328,0 108 512,6 115 970,112k 75o-h 138 Ba5
Produstion 79 6834 B 65442 - 93 4930  10% L0 110 1ei:8 A9 oMb 130 LEsul
Plus imports 20 2937 15 35046 16 212,314 3009 13 659.4 1l 5595 16 182.0
Lags exports 5 35743 5. 48740 6 577.1 7 B43.1 8 810.7 7 8i0e9

.7 23263
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