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APPENDIX IV 0 

A&AÍ&iiS # MEXICAH IMPORTS 
' « 

1946-1950 

DESCRIPTION OF $RE2IDS ANDWWHS 
Volume ' * 

General Trends 
The five-year period 1946-1950 mrked ti» highest level of imports 

in-. Mexico1? history. Tho following figures «how the trend followed by 
the volume of inports during these years: 

Table 1 
; - ' (1937 = 100) 

1946 220.9 
1947 226.3 
1948 181.9 
1949 160.5 
1950 185.6 

Sources Compiled from basic data contained in 
official statistics. 

It may be cbserved /rom the preceding data that there were three 
distinct phasesf first, expansion during tho years 1946 and 1947; 
second, declina during the years 1948 and 194 ?̂ and finally, a recovery 
in 1950. Even during 1949* when the level of imports fell to the 
minimum for the five-year period the voluae was over 60 peí* cent 
greater than in 1937. Mexico*s real imports during 1947 "were almost 
2»3 tinies greater than during; the bdse year. 
Partial Trends 

¿Analysing the trend of importa according to the classifications 
adopted by ECJA, it is noted that all groups reached higher levels in 
1947 than in 1937 • However, the trend followed during the four 
subsequent years did not show the sane uniforpity* On the one hand, 
not all the groups show tho three phases of expansion, decline and 
recovery which may bo noted in tho general total; on the other, even. 

/whore this 
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where this occurs, the three phases do not have the sane duration, sincc -
tho years of niaxi;aun and niniriuu imports differ for each group. These 
trends may be observed froa the following figures: 

Table 2 Mexico: Indices of Volume of Inports by Groups 
(1937 = • 100) 

Years Group I Group II Group III Group IV Group V Group VI 
Foodstuffs, Textiles & Skins, hides Metals & Timber, Rubber & 
beverages their & their : their pulp, its manu-
and tobacco manufactures manufactures manufact- paper & factures 

. ures cardboard 
1946 968.2 170.1 . 234.3 102.9 157.3 185.1 
1947 582.7 163.6 105.1 159.3 166.5 255.9 
1943 425.0 119.6 68.4 98.7 130.2 238.7 
1949 388.6 76.0 30.3 81.1 106.6 197.7 
1950 587.9 92.9 34.1 89.3 115.6 210.2 

Group VII Group VIII Group IX Group X Group XI Group XII 
Oils and Chemical & Fuels, Glass, Capital Durable 
fats pharma- lubricants crystal* goods consumer 

ceutical & electric crockery goods 
products energy & porce-

lain 
1946 153.7 156.2 238.1 179,6 222.7 107.9 
1947 77.7 179.7 279.2 182.3 248.0 161.8 
1948 42.4 216.5 310.4 57.6 196.7 71.5 
1949 59.2 200.9 311.8 50.6 171.4 66.7 
1950 49.4 261.8 1 331.4 37.1 190.5 65.1 

Group XIII • 

Sundries 
1946 , 240.0 
1947 255.6 
1948 215.0 
1949 198.4 t 
1950 218.9 • • • 

Source; Conpiled from basic data contained in official statistics 
1 

The groups cari bé- divided into two nain classes according to 
the level reached ; in1relation to 1937: 1) those groups in which there 
has been a considerable increase ever the base year, and 2) those 
which did not.reach the 1937 level in 1950. The following groups are 
in the first class;: foodstuffs, beverages and tobacco which Were almost 

/six tines 
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six tines; higher; fuels and. electric' energy, more than three times; 
chemical products, sundries, rubber -and its derivatives, between two 
and three tines, and capital goods, alnost twice as high. The group * 
including wood cellulose, pulp and paper exceeded the base year by 
16 per cent in, 1950. 

The second class includes the following groups: products of the 
textile industry, which barely reached 93 per cent of the 1937 volume; 
metals and their manufactures 89 per cent; durable consumer goods 65 per 
cent; oils and fats 49 per cent; glass, crystal, crockery and porcelain 
37 per cent; and th# group of skins, hides and their manufactures 34 per 
cent. , " -
Prices 
General Trends ; 

- f 
The unit prices for imports increased steadily during the five-year 

period, the rate of increase being much more marked during the last 
three years. This increase is nainly due to devaluation. However, the 
trends of United States prices during these five years have had a very . 
important influence, sometimes weakening and at others accentuating the 
effect of devaluation.. 

It may be observed that the 1950 prices were 63 per cent higher 
than those of 1947, whereas devaluation by itself meant an increase of. 
78 per cent. It will be explained later why import prices did hot keep 
pace with the total extent of devaluation, together with the relation . 
to variations in the terms ,of trade'. 
Table 3 Mexico: Price indices 

- 1937 - 100 • 
General Group I Group II Group III Group IV Group V Group VI Group VII 

1946 198.9 182.2 200.6 272.9 238.2 202,2 216.1 266.3 
1947 234.3 252.7 • 245,-5 307'.5 221.1 279.1 196.4 359.3 
1948 270.3 303.7 292.6. 261.2 204.4 341.5 186.1, 382.3 
1949 . 351.0 374.1; 390.8 324.7 196.1 490.6 212.1 329.2 
1950 381.4 354.5 341.4 476.8 315.5 519.9 318,4 312.7 

Group VIII Group IX Group X . Group XI Group XII Group XIII 
1946 I64.4 ; - 170.1 176.2 . • 194.7 242.4 194,0 ' 
1947 187.8 184.2 218.2 224.4 318.2 212.9 
1948 152.8 223.3 246.6 285.3 342.1 242.2 
1949 245.4 288.7 ' 45 9.0 3 84,8 502.5 290.5 r 

,195 0 265.4 297.6 464,5 428,4 603.7 345.1 . 

Sources „• Compiled from basic data contained in official.statistics. 
/Trends of 
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Trends of the Groups 
Not all the groups show a steady* increase in import prices. Some 

declined in 1948 in relation tn 1947, but in all (except textiles) 1950 
prices -were the highest for the whole period. Taking 1937 as a base 
for price and volume and arranging the groups of imported goods according 
to the price.levels reached in 1950 the results are as follows: 

..Price . Volume. 
Durable consumer goods • 60 4' 65. 
Wood,-pulp, paper and cardboard- 520 116 
Hides, skins and their manufactures 477 34 ' 
Glass, crystal, crockery and porcelain • 455 •'" ' 37 
Capital goods 428 191-
Foodstuffs, beverages and tobacco 355 588 
Sundry articles 345 219 
Textiles 341 . ?3 
Metals and their manufactures 316 89 
Rubber and its manufactures 318 • 210 
.Oils aid fats 313 .49 
Fuels and energy 298 331 
•Chemical products 265 ' . 261 

It will be noted that, in general, the grestast increases in 
volume correspond to lesser increases in price, and that the biggest 
falls -in the volume of imports are almost.always associated with 
appreciable.price, increases. The fact.that this rule does not apply in 
everycase and the differing degrees of its effect in each case are 
explained later.. It does, nevertheless, indicate the necessity of 
determining how changes in the national income and in price levels 
react on the volume of imports of the different groups of commodities. 

Before studying the reaction shown -by the volume of imports of 
the different commodities as a result of long-term; changes in the 
Rational income, and prices ,... it is as well to indicate how prices of 
these commodities, vjqvo changed through devaluation.- Between 1947 and 
.1950 some--groups showed greater price- increases and others less than 
might rhave'- resulted purely-Trom the- effects, of devaluation. . The movement 
of United' State s' prices" wás "largely 're sponsible "for" these- -different 
reactions. Among these groupsi of commodities of which price's increased 
more are:-glass, crystal, crockery and.,porcelain., metals and.their 
manufactures, durable, consuMer . goods' and capital goods, all -of which 
•increased between - 90 and-100 per- cent-in relation to 1947.- On. the . other 
hand, there was only an increase of about 40 Per cent in foodstuffs, . 

* - /textiles, wood: 
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textiles, wood and its derived products.All the. other groups increased more 
less in the same proportion as the general index, except chemical products 
whifch apparently - possibly due to imperfections in the index - declined 
some 13 per cent from 1947 to 1950. 
Elasticities 

It may .be observed that in the long run Mexican imports show,very 
great income elasticity, the average being 1,7 during the period 1937-1950. 
iíwéver', during the period under review, positive deviations in. average 
elasticity are noted during the years 1946 and 1947- The years 1948 and 
1949/for1 reáSóñs which will, be explained láter, show, negative deviations 
of such magnitude that they reverse, the trend of elasticity for. the 
previous years. In other words, an increase in national income is 
associated with a decline, in inports» • 

The groups which reacted most:.elastically to the increase.in national 
income.from 1937 to 1950 were foodstuffs and beverages, and durable, 
consumer goods. Moreover, the conditions under..which income increased 
have been such as to expand demand for capital goods. In general, .raw 
materials show slightly less elasticity to income, while non-durable, 
consumer goods, particularly those which compete with Mexican products, 
are extremely inelastic in relation to income. 

As regards the price elasticity of demand for imported goods, it 
may be observed that consumer.goods - both durable and non-durable - have 
usually been most sensitive to pric.e variations, while, foodstuffs and 
capital goods have least elasticity* Raw materials occupy an intermediate 
f>oBi_t,j,on in this respect. 
Changes in the Origin of Imports 

. Although Mexico, during the period under review, continued to 
depend, on the United States for over 80 per cent of its imports, a rapid 
recovery in trade with Europe took place. In 1946 imports from Europe 
only amounted to.6.5 per cent of the total, whereas in 1950 they had 
already rea.ched 10.4 per cent. Inu absolute terms this meant an increase 
from 172.9 to 458.2 million pesos. Among the- European' countries, Great 
Britain continued to be-Mexico's principal supplier. Trade with 
Germany, however,, provides the most interesting example of quick 
recovery. From being practically nil in 1946, it reached the figure 
of 62,4 million.pesos in 1950. This- figure is, however, still below 

/the pre-war 
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the pre-war level*. 
Imports from Canada continued to shcn̂  the'strong upward trend which 

began during the war^ánd' thrbiighóut .t¡hé five-year period under--review 
Canada took second place among the countries from which Mexico purchased 
goods. Imports of Canadian goods - according to Mexican figures. - rose 
from 34,7 i&llion pesos in 1946 to 99.6 million in 1950.. However, 
Mexican statistics show a 'Idrgb part of trade with Cc.ndda (particularly 
exports, but also imports) as trade tiith the United States. 

The devaluation of sterling and other currencies in September 1949 
tended to increase the''proportion :of Mexican imports-from Europe,, 
Comparing the relative inéreases in imports in Í949 and 1950 in relation 
to the previous year, it will be-seen that whereas in. 1949 this increase 
was barely 5 per cent, in 1950=it jumped.to 61 per cent. 
•*•• Imports from Latin-America which were on a much smaller.scale than 

exports during1 the War, dropped very considerably during the five post-war 
yeai*s. Mexico ,s:- imports : from' Latin American countries which i.n 1946 
amoimted to: 205,3 miliibn; peso's, 'i.ei 8.'4 per cent of total imports, fell . 
to 41 million pesos in -19̂ 50, br barely 0.9 per cent. , ; .. _ 
Explanation of the Movements' of Imports, • 
Increases - :. . 

The movements' of imports during the period under review are 
determined by two types of factors : those which have helped to cause 
upward üiô émerits--and those which have, had the opposite effect. The 
"factors contributing to. increases will be analysed first. 

Expansion of imports is mainly governed by the rise-in rg^l national 
income. Part of this expansion in income is associated with population , 
increase, but part of it correspondsto an .increase in per. capita income. 
This'distinction is important because it explains the increase in 
imports by means of: what is known:as Exígela Law, that is, whereas the 
income elasticity of the demand for foodstuffs, and other prime necessity 
gbods is lower than. *unity * .that corresponding to non-durable, and, in 
particular, to durable rconatteer goods is-higher . than: unity. . . The 
effect of Engel.'s-Law-on foreign trade is to. raise the proportion, 
represented by imports within, the national income. This can be verified 
in th$ case .of Mexican imports by carrying out an analysis over a long 
period. For example, whereas real imports rose 2,3 times between 1937 
and 1947, the real national income rose by only 70 per cent. The income 

/elasticity of 
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elasticity of demand foí* imports until 1946 was higher for* durable .consumer 
goods. In the period analysed here¿ thé income elasticities of demand 
were influenced by restrictions and prohibitions to such an extent.that 
the income elasticity for.total imports during the years 1946 and 1949 
was rendered negative. In other words,, an increase in the national income 
was associated with a decline*in imports, 

The second factor which has determined ai*. upward movement, of Mexican 
imports- is the strong rate of capital formation which is typical of the 
"country's present development and which is-necessary to ensure more rapid 
expansion in real national dncome than the rate of increase of the 
population. The importance of this factor is colear, bearing in mind not 
only the trend of imports of capital goods., but the increasing proportion 
of these within the total,of Mexico's pinchases abroad. It should be noted 
that' in spite .of the heavy, increase in prices of capital goods, the ' 
country's development requirements.and the low elasticity of substitution, 
together with insufficient, domestic production of the most important goods 
within this group, have caused the proportion represented by these articles 
within total,imports to be maintained and even to increase slightly during 
the five-year-period. 

The relatively higher level of imports during the years 1946 and 
1947 reflects the effect of deferred demand^ both for capital ánd consumer 
goods, during, the years of the Second World War. The effect of this -
deferred demand frequently tends to b'e exaggerated, but the fact that 
imports have continued"at such relatively high levels during the last 
three years of the five-year period, in spite. , of the adverse factors 
which will be analysed later, indicates that its effect was.-quite import ant 
This factor was moré important than the two previous ones in the case of 
imports of capital goods and of durable consumer goods, but It also had 
a very considerable effect in the case of certain raw .mterials•such as 
rubber, fats and certain other cbrruodities, when the availability of these 
goods was reduced during tho war or when supply difficulties were 
encovrntered. 

On the other hand, the high rate- of capital formation; and the 
insufficiency of domestic savings gave rise to a state of inflation 
which was accentuated by the effect of deferred demand during the war 
years. Inflation had a dual pressure on the increase of imports. On 
the one hand, it altered the distribution of income in favour of the 
groups with a greater propensity to import, and on the other it caused 

/a domestic 
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a domestic rise in prices, encouraging imports-competition of foreign 
products to replace domestic goods. This competition was largely offset 
by devaluation which considerably accentuated the price differences 
between.domestic articles and competing foreign products. 
Declines 

The following are among the factors which determined the downward 
movements of imports during the five years under review: devaluation, 
restrictions and prohibitions, the rise in customs duties and. in, certain 
aspects, domestic competition. 

The effect of the restrictions introduced since 1947 was equivalent 
to a drastic reduction of der.ia.nd for the articles concerned. 
This .is the reason for the apparent incongruity of the figures resulting 
from the determination of income elasticities during the years 194#¿ 1949 
and 1950 in relation to those for the previous years. The same may have 
been the case during the war years, when there was a system of foreign 
restrictions, as against the domestic restrictions of the last three 
years. Restrictions practically disappeared in December 1950, but they 
were replaced by rises in .tariffs which in some cases were very considerable. 
The degree to which these tariffs have influenced the volume of imports 
depends basically on the ratio of the new tariff, the price of the product , 
to which it is applied and the sensitivity of this product to price 
variations.. One of the reasons for the rise was the abrogation of the 
trade treaty with the United-States, as a result of which there was an 
increase in all the import duties which had been frozen in 1942. 

Though there was evidently a very elastic demand in function of 
prices for consumer goods in general, and particularly for durable goods, 
and although the rise in'these prices was considerable, taking either 1937 
or 1947 as a base, their income elasticity is also very high, and therefore 
the increase in national income during the period largely counteracted the 
increase in prices. This explains why it, was necessary to keep the 
restrictions in force for over two years after devaluation. The increase 
in tariffs which took the place of almost all the prohibitions and which 
caused a rise in prices beyond that shown in the index, has not prevented 
a recovery in the volume of imports of these articles since the second 
half of 1950. This fact proves the predominance of the income factor over 

/the price 
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the price factor in the demand for those articles, 

In the case of capital goods the income elasticity is high, but in 
contrast to durable consumer goods the-price elasticity is very low, and 
as there were no restrictions or increases in customs duties - as a 
result of which the price of these goods nearly doubled between 1947 and 
1950, - the volume has almost reached the 1946 level. 

• . 

The rise in tariffs has contributed to the decline in imports in two 
ways: first, by increasing the price effect of devaluation, and second, by 
stimulating the substitution of foreign gbods by similar domestic 
commodities. It should be noted, however, that'at times the substitution 
effect.of the tariffs has been contrary to the dictates of a protectionist 
policy. This is so, for example, when the tariff on raw material is 
higher than the duty on the finished product. In such a case, the tariff 
merely has the effect of raising prices and restricting domestic consumption 
without encouraging substitution by domestic products. The increase in 
tariffs has hpd a particularly, marked éffect on products of the textile 
industry, 

Apart from the incentive provided by devaluation and by the.- increase" 
in tariffs, the substitution of certain' foreign raw materials by domestic 
ones has been hastened. An important example is provided by oils and fats 
in the case of which expansion of domestic production has «caused the 
volume of imports to"fall to half the 1937 levels. 
Temporary and Permanent Factors in Correcting Mexicofs Balance of Payments 

It was pointed out earlier that the volume of Mexican imports declined 
considerably during the years 1948 and 1949 and, though they began to 
recover in 1950, this recovery was largely offset by considerable increases 
in foreign exchange receipts. Although the increase in monetary reserves 
arising out of the combined action of these two trends is influenced to a , 
very high degree by movements of short-term capital, there is no doubt 
that the balance of Mexico's current transactions now shows a surplus, 
which tends to be maintained and oven increased, The question therefore 
arises whether the- trend towards disequilibrium in the Balance of Payments 
experienced by Mexico's economy over the last 25 years has disappeared. 

This problem will bo analysed in two .parts: in the -first place, 
reference will be made to the purely temporary aspects of the present 
position of the Balance of Payments, and, in.the second place, two basic . 
aspects will be discussed, namely, the ratio of savings-investment and 

/the trade 
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the terms of trade. 
From a temporary aspect and deducting the effect of movements of 

capital on'the recent increase in reserves, it is clear that the credit 
items in the Balance of Payments,not only exceed, the debit at the present , 
time, but are proportionately larger. -This, however, should be considered 
in relation to the emergency rearmament programme of the United States, which 
has a double effect on Mexico's foreigi trade: favourable as regards the 
strategic-raw materials locally produced and unfavourable in reference to. 
imports of machinery and equipment, as well as of other products necessary 
to the country1s development. 

The/combined effects of devaluation (which increased the dollar value 
by 78 per'cent), restrictions and prohibitions on imports, and very high . 
customs tariffs should also be taken into account. 

All the factors mentioned in the preceding paragraph largely depend 
on the.present world economic situation. On the basis of these, therefore, 
it is impossible to state whether or not the present equilibrium Is.stable. 
The answer to the question raised in the previous paragraphs lies in . 
first determining whether the problem of bringing domestic savings to the-
level of investments has been solved, keeping the latter at 3 sufficioitly 
high level to ensure rapid economic development. There is another equally 
important problem, i.e. to ensure that what is achieved on a national 
plane by a suitable development policy is not lost on the international 
plane by a deterioration in the terms of trade* On this point also it is 
necessary to distinguish between the exclusively circumstantial and the 
long-term traids. " . 

Domestic savings and investments were probably balanced during the 
period under review, as has been stated. This was achieved by the 
combined action of budget equilibrium and restrictions on credit. The 
fundamental underlying factor is, however., the increaso in the capacity 
to save of the population. Neverthelessinvestment requirements still 
considerably exceed this capacity to save, and therefore it is likely 
that the/equilibrium achieved may be unstable.. Much can, however, be • 
accomplished by means of. a more progressive-fiscal policy and more rational 
and effective handling of tariffs. 

The terms of trade probably improved in 1950: after having deteriorated 
with devaluation, but it is difficult to know to what degree this 
improvemoit will bring about an immediate increase in purchasing power 

/for Mexico 
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for Mexico and to what extent the benefits of this improvement will be 
lost through the impossibility of making the fullest and best use of the 
foreign exchange obtained, as well as through future deterioration in 
the terms of trade» In the long run the outcome is not dependent 
on Mexico so much as on the prevailing trends of world economy, 
particularly in the great industrial countries, 
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