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Safe f a s t i Observat ions on I n f l a t i o n a r y Tendeaeies l a 
Medics a s l tii« At t i tu&o of O f f i c i a l s of the 
kexie&a Govsraiaent t h e r s o u . 

STRICTLY OCKfiDifflTIAX 

The Honorable 
The Sec re t a ry of S t a t e , 

ft-ash irsgtoa, .D.O • 

1 have the honor to inform the Department teat a q u i t * 
d e f i n i t e i n f l a t i o n a r y tendency la basoning f a i t l a Mexico 
to t h e ftngree %'tmt i t i s sens ing a l a m l a governmental and 
p r i v e t * c i r c l e s . The problem i s more e o a p l l e a t e d by t h e 
f a s t t h a t t h e a p p r o p r i a t e and adequate ©assures have ao t 
been taKea, up to BOW, SO a top or l i m i t t h i s i n f l a t i o n , aad 
t h e r e aearus t o he a c e r t a i n r e l u c t a n c e am the p e r t of i t 
l e a s t eons h igh ©f f i s i t i l s of the Mastic** n Government to take 
the a p p r o p r i a t e e r a s u r e s Which a r s Imposing themse lves . 

That en i n i l a t i t a t ry tendency was hound to develop l a 
Mexico aas e i a a r i y t o tea fo reseen* and was fo reseen % t h i s 
Ssfcessy, l a view of our c o n s i d e r a b l e buying profpfass of 
minera l s as4 as t a l e ass o t h e r s t r a t e g i c m a t e r i a l s l a Mexico 
for war pu rposes , end l a view of the i&srass lng amount of 
money l a the for& of d o l l a r s tad d o l l a r axehaiige conaequeat -
i y flowing i n t o t h t coun t ry . I s f law of t h e 1 i m i t a t i o n s spoa 
t h e product ion of «onsuja«r goods i a the Unit $4 S ta tes and 
the obvious l a p o s s l b i l l t ; ? of our country to f u r n i s h s s r t s l a 
Machinery, aqa ipmsa t , aad a t her s a t t r i a l s d e s i r e d by Masieo 
normal ly , and l a view of the inc reased aa rchaa ing pcaar d e ­
veloped ia Mexico, the impor t a t i on of goods from t h e United 
S t a t e s i n t o Mexico la n a t u r a l l y so t s e a t i n g the l e v e l of do* 
j^aaa aad the i n a r e a s s a purchas ing power. 

The Mexican Government, whi le seemly 00asc ions of t h i a 
problem, haa ae fa r not t a k e n any s t e p s off adequa te ch&rae-
t e r l a t h e way of p r l a a c o n t r o l s , a o r any of the o the r 
fi*s«eurea waich would o r d i n a r i l y absorb a t l e a s t a pay* of 
t h i s increased purchas ing josser by the p a b l i e . A l l t h i s i s 
an i n t e r n a l problem for Mexico to dea l wi th in the same 
manner t ha t we and o the r ©©anurias hero found i t necessa ry 
to dea l wi th i t , bu t so f a r t h e r e haa been a d i s i n c l i n a t i o n 
o r a t l e a s t a r e l u c t a n c e ©a the p a r t of those o f f i c i a l s of 
the Mexican Uoverna^nt p a r t i c u l a r l y charged witfe the r e spon ­
s i b i l i t y l a t h e s e a a t t e r a v t o t a t * a p p r o p r i a t e s t e p s . 

There i s , however, evary reason to b a l l e v e t h a t t h e P r e a i -
demt of Mexico and t h e M i n i s t r y of Foreign R e l a t i o n s t h o r ­
oughly understand t h e s i t u a t i o n . Bat t h e p a s i t i o a i s ao t 
• a e l a s r i a the M i n i s t r i e s ©f f l a s & s s , Isonea&y, and i g r l e u l -
t u r s . I t l a a e l i e v a f t h a t t h e r a i a i n t h o s e l a t t e r M i s t s -
t r i e s an adequate a*&erstendia& of the prefelsa , but t h e y 

feel 
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fool t&smaoivos ssosawkftt ©¥«r»&sisft®d 03? i t . 

Ia t&« a«aatisM*f a olewiF dovolosiag toa&a&oy Vfkioa i a , 
feoaovaffb f ro^rsaa ias a t aa a lasaisg r*t#» i« saowiag t t a a l f 
os t&* p&r% of taa si&aaoa **&& a*o au^foriae faeoia laoroaaoe! 
prleoi* of faaoot&ffa. l a p a r t i a a l a r , to pi*®-® ta© yas^oaal* 
fetlity for l i t tefXatiamff toai.&aoi' oa ta© Ualtoi - t * t o o . 
I t I s th ia pisrti-suJLsr pfeaaa of ik® aw&ttor waloa pr#s§tta a« 
to wrlta to t l« Saportaoat I s %&a d a t a l l i a wiiioa X ©aail 
writ-« ti i la &sop a teh , &a4 a&at I -afe-ail §njr oaaala s^f t t&# 
eo r t f a l o®sai€or&fci&r* af t&a a$©#0#r£ai« e f f io i s i a or tit* 
i';«p«rt;8ttat, s i «o l i as of • a r t a i a aa*aaia* of oar 3-©¥«ra#«at. 

Im ?i#* of tfe© fas t tfcst taa ?«lotioaaai|?a botwoao loxioo 
fcaO t&o "altod &iettoe *•©»• boosjsa 4»ria#. iko la.at fow yoara 
moro tta£orot«aoia£, aero aorOi&l, s&o t e r e roeiprooalljr ao lp -
ful* I t io obvious tbat tii* aroaaat ©itaotioa Im *©«ica 
$?roaaata. at-ay uafsforfiWe «agMi©&a so fa r a# w# or« eoaoaraod, 
8M @d fa r o@ oar fa taro rolofcioaaaii** * i t a aoaioo aro ©oa« 
©ora©£t i f opproprifet© ^asso r t s a r* »©t tob«a by lite Mesioaa 
wcir*rsi*oat to »i©*? tfces« iafXotioaarjp- ttaaoiioloo aaA I© 
oolva t o r t * i s f t asao lo l problo&a aaloa i t bo* feofora it.. 
*kil© tfe«««s or© frobioa* ^ r i a a r i l ? for M«xi«a to golf*, ^ 
wiaa a t i&a ©ttts*% to ststffi %hm% 1 a& §#efia#at taat im tlio 
Dagsorfcaaat tad ia t&© ataar a§«aaiaa of ^aaaraaoat» »« w i l l 
a&ra aaoorstoa&Xa$ of t&« foot t&at for IS# fcoaicaa Ootora-
&»Mt I t i s aora A i f f l c a l t , tkrooga l i t loofc ## ©xporloao© 
»o«t ©ortaia sm&hi&«rf, oo usu&Slt t&#«* ^jfoclojwi, Ihtm I t 4a 
fof «», h i t # m f r f «-iik * soi-e bi|£fc,2,y ori#sis«& goT«ro»«at 
fcBd « soro i i s e i p l l s o d and OB tfc.e wi»ol* aor« uM®rstsaaiag t 

r#<|o««t«4 r4# to o«il «.t tkm Mlalatry i «ai «ft%r «ia3u»£4o|? 
«m oot i roly ««ooa4?iry l o t t s r , g w « MO % fu l l aoeoaal. Qf t£« 
f i aese i e l si&aiitioB in Moiloo, ausl w%at l a t o gs-smt t s t s i l 
witk ro»p#ot %• %k# preo^supfttloa of tfes Moxlo^a a-utfefffitifs 
4m to t,te* iaor^it^eo dftll&r bai&f*ofa Is. th% Bsak of i«xioo f 
«tei«fe fe%i WNRO^O4 f®rmii#%l# f r o p o r t i o a s . ! • r«f«rr«4 t© 
tiut isoros««* IK j>ria« of »«ay 90&?&®4iti*s olr«ft4y obTtoiMi, 
&ai t&o tt»f«v©r«ele of foot a taey *«or« uavtsg among th* f«s -
l i«* Bo roferroo to tteo «o»#s3ros vfeiefe wo tooie l a tho yait«4 
^toteis oM &aglss.o€ to fr*veat i a f l o t l o a , as i ga i t t i n t t i l * 
oroi of t l oao wore aot foosibla l a l o s l o o . fk« Moxiesa &•?-
or&ttftat v « i | for «2a»'5;l«f laofocolas taxoo, %ut that i t 
eool4 sot Oo oo ia aaytiila^ liEo tli# r a t i o walaa »« fes-4 ooao 
l a t a t Waitoo. ^ to toa , ia viow of ta* poverty of tbo froot 
Mm»% of tte« Moxiooa ooopla* So aoic tfcet ta« isoxlesa ^atfora-
•oat no*- oa$o«£vorieg to ool l »or» bosao to tao Koxlooa |>ab«-
11a «a« w«# #ooeo«olRii bat tfc«t i t oouli aot do ta io la 
oaytalag l l a a t b * aoa&$ r&tio i a tao tJaito4 J t s t t a * i*o aal4 
%km% i a •&* taa oalr ooiat ioa to taa Saflut ioma^ toa4#aoy 
im Koiloa l a tao ^ k l m i of aora foo&t o^ftllsbia from t^o 
^altaA atatoa* ao t&a aolo aoaree , t o !§§ Moxl#oa mz~£®%9 l& 
©roor ta«% ta» laorooj*«o bsiyias pernor of tb« loxi«aa f-abUt 
ooald b» «boorbod aa t t&o balamaoa ia t ba loaa of Moxloo r t -
4oo«A« tboa | m^atioaoA tft# f a s t fe!M aa i mat rofo^i'oi to 
prioo ooatrola «• oaa af tao moit lapor tos t moaaa of aoa-
trol l l f ig l a f l o t i o a . bo r#To;*toi to tae »tst«»oat tb«t t&a 
ealjr ao la t ioa #aa iaoroooa^S f^ro&ai^a of g##ts lm# aas 4#» 
livorioK froa too Uaited $tot*a» ,:-,-=-j 

Mr. &t&t®z. 
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Utm &u&rt% indic t ted tha t if th is in f la t ionary tendency 
continued, or i f I t wer© aeoeaa&ry to yovalua the paao, 
the l aev i teb ie r e s u l t would be inoroasae in the p r i s e s of 
the str&tagic s a t e r l a l s we wer© oeeurinc froa Mexico, aad 
the rev is loa of p r ac t i c a l l y a l l the agre«a©nts which >-;e 
hevo between t e a two government* for the purchase of joiner* 
a le feiic a e t t d s &n€ other a t ra teg ie aa t# r i a l a» lie indicated 
tha t lucli reviaioaa would involve vary considerably in­
creased coats of these mater ials for u s . Rm aald that Wa­
lesa ©osa© steps ware t&Kan by ut i» laereesod de l ive r i e s of 
materis la to kaxioo, ho fsarac t h a t t h i s in f la t ionary tea* 
datey l a ilssieo could not ao oontrol led by ths Moxieaa Sew-
ernetent ©a* t h a t i t would hm^a jroporottsaloas' not oaly la tfco 
coat bmt vary possibly avoa in the del ivery of mat a r ia I s i s 
which w© are interested* 

a" 1th raapaet. to the foregoing, X observed to Mr* .Juarez 
thai ha icoaw what oar policy was *l th regard to t ho de l ivery 
or laat©rials to tao ©thar /uaorieon -iepublies. X said we were 
following a policy of s t r i c t equity and, of ©ndaevorisg to 
tr**at ta© public ia the other H&orioaa iiopublies la ©xaotly 
the same aanoer as the consuming public in the United J t a t e s . 
&:ith regard to tao delivery of a©t©riala, a© know what a 
tramaadoua effor t we wara inciting la tho way &»a that p ra t* 
t i o a l l y two-thirds of our wheio l a a u s t r i a l capacity was da-
votot to the winning of a way which had to be won, i a the 
i n t e r e s t of Mexico a# amok a s l a cur ojwn. X Aid aot have 
s t a t i s t i c s bafora s»o, but 1 was aura that the s t a t i s t i c© 
would snow that wa wara del iver ing to Mexico ma te r i a l s - l a 
a* adequate volume aa to any of the other American Republics, 
aad ia mf opinion, v©rjr probably more so, das to the favor* 
acla pos i t ion leoxleo enjoy©4 ia not having to depend ca assa-
borae t r a f f i c . X said that i t was impossible to conceive 
of taa laereeaed del lirery of gcoda to llexieo la th« asnss 
aad degree that ho ia«3tested, as %im war sffort of the 
tfaited u ta tea wade thim f a i t e i a p r a s t i s s b l e . 

With reger i to the i a f i e t ioaa ry toad as ay ao ofevloue ia 
Mexico. I acid thot I rt&llzsd ths t the taxing deviao a ad 
bead o e l l l a g ha meatioaad ooulc act ha uaefi l a tfto same de­
gree i s Mexico tha t We VM&4. the a ia the Waited t ta t f© baeausa 
of the poverty of the great tiaaa of the people, but t h o t 
cer ta in ly pr iea control measures w«r« not only faaa ib le , bat 
i a ay opinion a fa r mora d e f i n i t e bralco on prleao than i a -
oraaaad d e l i v e r i e s of material© could possibly be. 1 did 
act aao how each inera&se* ca l ive r i ea of a e t a r i a l a , even i f 
thio wara poss ible , would in any way effect ively curb i a -
fl«.tionary teudaaciaa la Mexico. 

Mr. Sulreo than want oa t o amy tha t he wa© thinking 
ahor t ly of going to the United J>tatea to dioouaa queationo 
affeoiinc the f l a^ac la l o l tua t ioa of the Mexican Govaraueat 
aaa ttw problems created by the alan&lag ^ai inerasaiag. 
do l l a r balaaeaa i a Maxicoi and a l so to dlaouaa the poaai-
bi l i t j r Of laereaaed aclive?l<sa t o ¥axico of a e t e r i e l a from 
the United S to tM mM a &#aaa of curbing i a f l a t i o a and tahlag 
ear© of tb ia d o l l a r belaace a i tua t ioa* X said that oo tar 
ao thaae f inancia l unc s t a b i l i z a t i o n measures wero eoaeamod, 
1 was not in a poalt loa to discuss than, as X did aot have 
adequate bacJcgrouad. X thought ho **oald aava t o aiacuoo 
these with oar Treasury. Such disauasioas eould taho place 
her© with the Mexican Treaaary throogh soma of our people 
coalas from ^aahiaetoa, bat jTograe4 with taw thought ax-

aarooaod 
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prea**e4t ay Mr. Smifraas tha t tn.sk f inanc ia l problems could 
fetst be discussed V kirn with cur Yraasury «ai o ths* of* 
f i e i a l s l a Vsaahlag: ton . 

With respect to t&o suggestion tha t ne aoold t l s euas Air­
ing such a v i s i t lacreeaed ft ©liveries of ma te r i a l s , I Mid 
tha t i t was obvious tha t say auth dlaauasioas «cui^ hava t o 
t a l» place t h e r e , but t h a t I did sot believe tha t i t wes ad­
visable to l a i t i r t e sucli discusglo.es. I s t h i s pa r t i cu l a r 
respect *£r. 3aa*rei said that if there were saiaetfci&g that 
could be dons i s t ransfer r ing unused plant a in ilia United 
J t a t e s to 'Mexico, i t would be possible to absorb at l ea s t a 
considerable par t of these do l l a r ba lsas*•• I sals' i s t h l s 
eosnactlen tha t the p o s s i b i l i t i e s in tiiia respect vaald be 
l imited but that X< expected shor t ly is, Mexico as one of say 
Ass i s tan t s , *4r. i>teneilff, *sho hs-3 & knowledge of the Idle 
plant s i t ua t ion i s t ae United s t a t e s , .s.ad who would some here 
to aid ma i s determining a t a t p o s s i b i l i t i e s tbare might be 
la t ransfer r ing idla p l an t s . I &a£e i t c l e a r , however, tha t 
Z thcu&ht I t ires USKIss for the Mexican Gevsrasusnt to put 
confluence in the ftacrsased importation of ca t e r l a l a or t ha 
securing of idle plant equipment as en adequate solut ion t© 
the inf lat ionary tendency, &md i t s f inancia l problem- X said 
that X thought i t would e r e a t s • ra ther unhappy impression 
t o t a l k about iaorsassfl &atoriels for Mexico except in cer ­
t a i n H a l t e d l i n e s , «rhen our people had t h i s tremendous war 
problem on the i r hands every day and when to so large an ax-
t e a t the Eexican economic l i f e had been undisturbed, as com­
pared wit a our a. 

Mr, isae'res said tha t ha would shor t ly a iseuss those prob­
lems frith the i-rasid aa t , and ths pos s ib i l i t y of s vie I t to 
the United S t a t e s . X hava not seen or dlacus&ed the matter 
v l th Mr. Juarez sina#« 

f a s t a f t e r the above a&nveraatics, Mr. canard© Vi l la setter 
made sa aduream in the National School of kecnoay, as pa r t 
of a s e r i e s of s ix l e c t u r e s , tJue opening one of which %** 
given by the lain 1s tar of Fereiga de l a t i ons , 2̂ r« P e d i l l a . The 
address a f ^ r . Yi l i s sanor , vdso i s ^President of the iMnk of 
Mejcleo, -as beaii fu l ly reported upon in ess pot eh Mo. 7112, 
oi" Apri l 10, 1943» with «hich dsspateh a copy of t ha fu l l 
text of Mr. Yil laseaor 'B &64?®&& was t ransmi t ted . '])i view 
of the faet that ilr. ?illsaar*or l a a hlc4ily I n t e l l i g e n t aaa 
sa*! feai beea ooasiaarsd f r ienaly t o , or a t l ea s t and or s tand­
ing of tha Uaited o t s t a s , h is *ddres« i s siost re*r*arksbls, and 
i t ahoaJyd h&v« the study of %i** De^ r t i i sn t , tha 'fr@s«ury, 
Joas»roe, sad ©thaf organisat ions of our 'Tovernaoat, Includ­
ing taa ^-ar fftrodnotion Board ®B£ tha Soard of Scoaoiala Wa»» 
ferae 1 wish, iiowever, to eapoasise t h a t too great impart* 
anee a?ioalc not aa pi^osv on tne adoress of Mr* v i l l a seSor , 
for 1 sa aaitfldent t ha t I t ctose not rapr@sant t h s eonaiderad 
viaaa of the Max is an Government* 

Mr. Yil lasedor l a h i s address was highly o r i t i o a i of the 
United s t a t e s and of i t a f a i l u r e to s#nd «hat h« considered 
a^equste quan t i t i e s of j sa ter la la t o Mexico. Ho o r i t i e l s e 4 
tha method ait Issuing p r i o r i t i e s and l i c e n s e s , beta l a 
Mexico »nd the ifnited S t a t e s , tie gave th®> impression that 
tf wa so wished, aa eouid furmlgh l a rge r quan t i t i e s of a a t a r -
i a l s to Mexico, end def in i t e ly l e f t ths impression tha t we 
should* Ma referred t o the uangars of i a f l a t l o n v but jsade 
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a© p a r t i c u l a r raferanoe to tha m®mt obvious $*mm&j l a tha 
hand© ©f tha Maxioaa ',k>v«rtm#a%, in tha fom of prions con­
t r o l s . 1 wi l l now 40 ins© a fu l l analys is ftf ills addraaa, 
aa i t Ma basi; covarad In tha dsspatah afeevft rei'arrad t© 
ami a s tha address i t sal f requi res carsfaX atu&y ay tha 
a^sficWa of our Uovarn&sat, in sp i t e of the fact that 1% 
cannot aa aon&i&arad. as am CM."filial aronouneeigant* I should, 
however, l a f s r to the follow lag statement apeaif i c e i l y , aa 
aho^ing h©*< ooapiately laaaiag in understanding, or paruaBft 
d&Llbsra&Ly a ia laadins* a e r t a i n par te of t&e address e r a . 
S i s tated that he ftoiisiSerad that "lis long as cwapletelir 
uaalaaa8 indus t r i es continued to function in the duited .»tat«s, 
Ma&iao t b u l i hardly ae expected t© g&amion i t s own f ac to r i e s 
©variiiiihfc. .Purthersiorft*, l^pea ftf f ac to r i e s which omM ha 
oonvertad tc wax production in the Unite* c t e t ea haft Ml 
choicc in Mexico e*«ept to close up and d i sa iaa t h e i r work­
e r s . HT* Vlllasehor sad a talis siateasent, whan he knows ta 
whet degree privet© i n i t i a t i v e ana sisal 1 indus t r ies have 
suffered in the United £tat<-ja, and to what degree I t lias been 
necessary for uu t a ©lose so&e of our bc>st sua** 11 i n d u s t r i a l 
establishments in the United ta ts tss a t a vary r a i l s a c r i f i c e . 
On tha other haad, 1 do not know of a ainglft industry of any 
inipextaace in Mexico tha t kr.Vi.iliiisah.or eeuld e i t e to show 
that any Industry in Mexieo ii&s a© yet ©««n obliged to elo<ft# 
up and di&aiaa i t a workers as a r e s u l t of f a i l u r e t a gat .ma­
t e r i a l s fraa tha United a t a t a s . X na aere ly mentioning t h i s 
us en indica t ion of the tendentious aharaotar of the saarasft* 

noasvox, what is* mora important la tha t iir. Vil la sailor 
anded his address by saying t h a t there "tvere three sugges­
t ions for ft reuady, aĉ @ of which the Sialics©. Oovft.ra1s.0at 
j&i&At fin. i t necessary tft t r a n a l a t a l a t a poliayt 

1 . ^aat r ie t ion of the puhlio works program. 

Zm .feb&ndoiiiaan£> ftf the t r a d i t i o n a l fre««©a of «xohanf:a 
and fta^abliahinant of » aontrol on the antrarsoa of funds. 

3 . A r e s t r i c t i o n on the sc^u is i t ion ©f Uaxiaan proparty 
hy for«i^a iixvsstorft. 

He axjpraaaad tha opinion t h a t , feead by suoh p o s a l h i l l * 
t i a a ftft tho for^oln^; , o&? iJovaramast s igh t agr«a t a the 
sales to Haxlao e-f ^aohlnery, e-.luipa^r;L, f a r t s , and raw asa-
t a r l a l a t h t t It nea^ad. 

Tha addrsaft abused a graa t ftaal cf immediate ecwersa 
coiaaaiit in tha jsost responaihla oixelaa in kiaxico, but of 
aoursa thara was ft oar tuin unouat of f*vcrp.bla oossriont in 
ca r t a ln banking aac f Inaneial a l r a l e s , ftiara was eons idar -
abla spttoulatico as to wfcathar *ir. Villaaaiior hud spo«an 
with tha knowlad^9 and aonsant of paraoaa moro highly pl&eaa 
than ha in tha government, in t h i s oonnaotion 1 thought i t 
d^airabla tha t k r . ^oakct t , tftft ..aDnosde Oounsalor, a t %hm 
f i r s t opportunity, should annaavor to fiat tha rose t ion of tha 
Minister of fln&nea, Mr. ^aa ras , t o Mr* Vi l i e sanor , a aadraaft* 
Mr. Leahat t . oa I p r i l 8, had a ftonvarsation ^ i t h ISr. ^ttaraft 
oa other atsttarft an^ rsf^rraft ineidiatiteily to tha ftoncarn 
which X f a i t over Mr. ?i l laaaSor*a addrea« t on tfca gi«©un4 
tha t I t would &i*ft « vary @lalaadin§ impraasicn ta tna 
Ma^iaaa jjuiilic and eraat® vary unfuvorabXft r e ac t i ons , both 
l a Maxieo and tha United Stetaft. X transmit harawith ( M -
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eiosura So. U | i copy of a &eaor&adi*a of the conversation 
ifhion .Mr* it.ocM@tt had with Mr* ftu&rsz and which Is of such 
importance t h a t 1 w i l l net oMesver to giva a rosums' of i t 
i s t h i s iaspatdli . I t , lie® Mr, filXaaaiaor's address , t r a s s * 
a i t t a d with despatch Bo. 9112, Of April 10, should fee read 
oare fu l ly . Tha oonvorsation *<&i&s Mr. fesckett haa with Mr* 
Susrez wi l l ahom that Mr« £»unre& was famil iar with Mr* TtlHl" 
sei\or*s remarks before they were aade, and that they sax at 
bate haa at l ea s t a oer ta ln approval fre& Mr* ^uarss , &s 
otherwise &r*Till&s©5or# s s l-'rosidsrit of the Bank of iiLsxiso, 
would sot have f a i t h lnss l f in s pos i t ion to mmkm the remarks. 

Am i t «aa not c l ea r to t n i s .,v&Saa»y whether *£r. VlllbSsi»or*s 
address would he published in f u l l , I suggested to Mr. lock-
e t t t ha t a t h is ae&t ce i l a t the B&nk of Maxi00, lot »ak Er* 
vill&sedor for a copy* Shaft Mi* Idso&stt ai« t h i s , Mr* Vil la* 
seilor indiested to him that the speech had ha& the approval 
of the President of Mexico before i t was &aae. ns 1 was ab­
so lu te ly confident that a© speech containing tha rassarks and 
the i nd i r ec t t h r ea t s ahich Mr. ViAlasehor's address cen ta l s* 
ed ir.©ul£ Lava tit® **pprovsl of the f re a 13 eat of Mexico, who 
M s shown sons ls ten t ly em understanding of the s i t u a t i o n s 
brought about by the war and of our r e l a t i onsh ip s , Z took 
occasion to inform myself whether the "President bad la Hast 
approved tfcis acldr^aa sn£ X fins tha t an the eve of Mr* 
YiUasaiior*& lurking the address l a the National oohooi of 
jleonotay, a sop / af the speech was handed to tha- president 
witfc t ea stata&ent t h a t a t was sn address which 4r* ?llla*» 
sailor wouie asks ta&t evening, but with ao request fo r , or 
indicat ion .tfcet feis spproval was das i rad . aa a matter of 
f&otf I t say be tak«a for grPSt«a tha t tk» Prasitiant did not 
&L\9 h\3 approval %r» Kr, ¥il iss#ilor*» addrsas mnd aid eot 
sa tua l ly read i t ant 11 s f t a r i t h»& baett atada* 

i t appears, therefore.. t ha t Mr. ¥i i iss«l ior ¥?«s axpraMI* 
ing act only kis owa views, cgp a t l e a s t tfeoat which ha wlsiiad 
t o put inrer, a«t to a oar t a i n extent a t i e a a t , l^ose of Mr* 

uaras , aad perhaps ia a l s^sa r da^raa, those of c a r t a i a 
other i i i n l s t a r s of the GoYsraaa^t* Z w-ish to aaphasiga 
t ha t the addra&s oo^s sot repreaa&t tfee irises of tha ^i iais try 
of .'̂ areic^n Halat ions, fchiefc i s soaceraad ovsr the pc^ssibla 
reparouaeiona ox* the ^derdss in the United >-:tate», «n& par-
t i e u i c r l y aaong tha Mexican publ ic , in sgf opinion, the ad-
oresa aoes oonTey the views of a e s r t a i a #roup of heakare 
in Masioe who have been b r i b i n g various pressures OR the 
gcvernctSQt to bring prausures on ua with regard t© laeraaaea 
d« i ive r i»s of s ^ t e r i a i s , &n£, who are d i a sa t i s f l ad t h s t they 
have not been able to make the p rof i t out ot tha *>ar whieh 
they «?intieip*4tad,anci beoi»uaa they are aot sbia to carry aa 
ce r t a in highly prcfit&ble operations whicfc they soul* see 
reacil j r poss ib le under ce r t a in eiroui&atanees* 

X had been asked before i aau t to *.6ahiru,toa for u br ief 
stay I s January, to ask* oaa of those sddress&s before the 
nat ional school of eonoaj, smd i agreed t o i s so , hat wee 
not able to prepare tha address u n t i l ay re turn to Msxisc 
City* My address was prepared a t l eas t three w#aks before 
MJC. f i l l a s sSor del ivered h i s , and a i n s vaa del ivered two 
days a f t e r Mr* v l l l a s a i o r del ivered h i s* i t so happens nev* 
e r th s l a s s tha t eif address i s , in s vary largs; s^easare, a 
refnta t l f l i of tha state&ants made by £r« T i l l a s o l o r , althottgh 
as s a a t t e r of f a c t , Z #id not change s simple word in the 
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t ex t of my address a f te r Mr, fiilfcsailor delivered: £ULo* I 
had foreaeea these a t tacks oa m , and for th i s reasoa, chose 
for my tbame la t h i s eyele of l e c t u r e s , "The Sapereusaions 
of the ;^er on tit* Industry and ^ooaomy of the United S ta t e s .* 
There l a beiag transmit ted herewith aa laaloaure Mo. 2 to 
th i s de^p&toa, s copy of the address . 

Thi» address of mitt© tea beer* givea f a l l publ ic i ty i a 
the eoapleta t e x t JUi a t l ea s t one of the leading Mexico City 
newspapers end I t tea t o ft very considerable exteat aireaay 
corrected tho s i t ua t ion oraated by Mr. Vt l l saeaor ' a remarks. 

I t Is a fact that the increasing do l l a r balances la the 
Bank of iAexieo referred to la Mr. l o e k e t t ' a memorandum here ­
to attached ares a proper cause of eoaoera t o the Hoxieen 
uovommaat. These la rge do l l a r balances are almost sat 1 re ly 
a lie to our very considerable purchase* of raw awterlala l a 
Mexico* Ike t h e s i s , however, sustained by Mr. vil laaa;\or 
aad ce r t a in o the r s , that we should de l iver goods t o Moxleo 
l a the same measure tha t Mexico de l ive r s these s t r a t e g i c 
a a t e r i a l a to ua, is untenable uad#r any circumstances and 
area ia normal t imesj end of course l a these times i t In 
quite impossible for us to msite such d e l i v e r i e s ia such quan­
t i t y , even if we had the w i l l to do so* These elements la 
Mexieo which sus ta in tfee t he s i s of Mr. Villa sailor that t h i s 
la a uaiq.ua posi t ion l a which Saxleo fiada herse l f , r e a l l y 
know tha t M«xioo sa re ly has the oeme problem*, oaly ia some-
what d i f f e r eat forma, that p r ac t i c a l l y a l l oeuntriea tofisy 
hava# 

The fact ia that the Bexleaa Government f i saa I t s e l f some­
what aoapluased by the s i tua t ion which i t has to confront mad 
I t has so far f e l t tha t i t eould not take oe r t e i a measures 
suoh as price controls because they involve * oer te ia degree 
of p o l i t i c a l uapopuier i ty . I t is not believed, however, tha t 
respoaslc-1© off icers of the Mexican Government would eonaei-
oaaly endeavor to a rea ta the s i t ua t i on with reapeet to the 
halted S ta tes such aa Mr. Ylllaoeaer** speech would tend to 
e rec ts ia the sense that the s i t ua t ion mrm ia duo* pa r t i cu ­
l a r l y p r ice increased, to tho refusal of the united s t a t e s to 
give M«xie© suf f ic ien t tow materlal** 

I t i s t r u e , however* and v*e must teko into account, t ha t 
IA l a acre d i f f i c u l t for the *%exieaa Goverameat to cope with 
the a a problem than i t i s for us , aa we uavo a acre highly 
organized eeoaomy, o more oaf in I t a ly organised government, 
and a more responsive publ ic . On the other head, there la 
ev#ry reason to bollevo tha t a considerable ssso of the Mexi­
can public la increasingly unaarstanding of the inevi tab le 
repercussions of the oar &nd tha t 1% would welcome measure* 
such aa p r ice con t ro l s , even though these l a t t e r would sot 
be oo feell received ia f inancia l c i r c l e s . 

»»ids from the very eoaaid arable monthly incraaa© in the 
do l l a r s ovei leble her* i a tba Bank of Mexico* i t i s probable 
tha t a ce r t a in ©mount of a spi t al which for one reason or 
another wishes to escape from the United s t a t e s , l a finding 
i t » way Into Mexico, i t ia bel ieved, however, that the de-
&ree to *hloh' such cap i t a l he* com* from tho United S t a t e s 
is i a ao sanaa aa l a rgo aa Mr* f i U a s e n o r wools: ind ica te la 
his l e c t u r e , aaeh moveeeat or cap i t a l from the united i t a t e a 
merely to avoid r e s t r i c t i o n s la the Halted s t a t e s , or ce r ta in 
poasibla measures which i t might find t h e r e , I t of course un­
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des i r able and there ia«y be seme reason i a measures which 
the Mexican Government m&f find i t necessary to talc© to 
l imi t th« importation of such unproductive cap i t a l from 
the Unit06 s t a tes to Mexico, There asy be rsesoa and ade­
quate basis for us to col labora te with the Mexican Government 
i a the f l igh t of aueh cap i t a l rroii the doited d te tee to 
Mexico. There ha sals© been a tendency increasingly of aei'-
t a i a ©apitel in the bai ted d te tes to endeavor to absorb an 
in t e rea t in Mexican i n d u s t r i e s wnieh are successful . I t has 
to be noted t h e t t h i s idaerioan c a p i t a l coming to Mexico r e ­
cently has only bees sashing, for the main p e r t , t o buy an 
i n t e r e s t in going *;exieaa i n d u s t r i e s . This aiao is na tu ra l ly 
viewed with disfavor by the Mexican Oovernment for i t seas 
no reason why American e a p i t e l should take over ex is t ing 
Mexican i n t e r e s t in Mexieaa Indus t r i e s , the Mexican tiovera-
ssent undoubtedly would have no objection to American cap i t a l 
which %ould, uaoer Mexican law, see& new productive ou t l e t s 
in Mexico in the way of eons t rac t ive e n t e r p r i s e s . As s matter 
of f e e t , the Indicat ions increasingly are tha t the Mexican 
Government w i l l welcome such construct ive en te rpr i se la the 
indus t r i a l f ie ld l a Mexico. I t la quit® obvious, however, 
thet the sstsfc&ishaent of i n d u s t r i a l en te rpr i ses l a Mexico 
through the l a t e r vent ion of Mexican o r American c a p i t a l , or 
both, for the durat ion of the war, i s p rac t i ca l ly Impossible 
except on the most H a l t e d s c a l e , for the same reasons as la 
the Waited o t a t s s . The basic equipment, end i a many oases 
the ma te r i a l s , for such i n d u s t r i e s , would have to come from 
the Baited S ta t e s where, as we know, they are not avai lable 
for domestic purposes, end therefore not for export* 

Xt i s Important in th ia connection to bear In alnd that 
the i n t e r e s t which ce r ta in American cap i t a l he* shown l a 
Mexico in the l a s t ha l f year has not been a l together construc­
t ive aor helpful , and has caused ce r t a in l eg i t ima te concern 
to the Mexieaa Sovernsieot and to cer ta in f inanc ia l end l n -
an a t r i a l in ter sa t* hers* This does not in any sense imply 
thet t he re i s an objeetioa to s«meriesa capital . , as such. Xt 
is « bsslc objection to American cap i t a l absorbing Mexican 
in t e r e s t i a going lie-*.loan concerns* Our basic pol icy, as a 
whole, should be, for our long range r e l a t i onsh ip s , to en­
courage Mexican industr ia l , ventures being as much as possible 
la Mexican hands. 

Xt i a a l so t rue t h a t , a s has already been s t a t e d , the i n ­
creased taxing: t apsc i ty in Mexico l a extremely H a l t e d due 
to the poverty of the overwhelming mass of the people, which 
aex.es Impossible such tax measures as are used in the United 
S t a t e s , in a s imi la r way the capacity of the Mexican pub­
l i c to absorb bonds of the Mexican O-ovsrameat i s l imi ted . 
These are fac tors which we must bear ia mind end which do add 
to the d i f f i cu l t y of the kexicaa Government, for i t does net 
have avai lable to i t c e r t a in instruments in solving i t s prob­
lems whieh are avai lable to u s . 

X now wish to r e f e r to a matter whieh ia of prisesry im­
portance, aot only in the Mexican economic p i c t u r e , but in 
our r e l a t i o n s with Mexico. 1 re fe r to the purchases of food­
s tu f f s i a Mexico for public or p r i va t e purposes in the United 
s t a t e s , i t i s my de f in i t e end clear ly defined opinion t h a t 
ws should take immediately e l l s t eps to see tha t such purchases 
are Stopped, or otherwise we * i l l ba creat ing a public s e n t i ­
ment against us i a a people which i s rap id ly beginning t o f e e l 
the pinch of hunger under increased pr ices of ce r t a in essen­
t i a l foodstuff^* 
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Am ia well known, Mexico i s a country which on the wfcols, 
ie far Si foodstuffs an© aoneernad, is sot s e l f - s u f f i c i e n t . 
I t la therefore i t » l s i for us as a uovsrniaeRt, or for p r i ­
vate purchasers f ro* Hi© United s t a t e s , to pureheae food­
s tu f f s i s Mexico unless with the approval of the Mexican 
Government. The recant endeavor on the part of en agency 
of our Gevammeat to purchase r i c e was an unfortunate example 
of how public clamor can be roused ag&iaat a s . i l e a la one 
of t h e s tap le foods of the meaaea in fctexieo, and even of t h e 
middle and upper c l a s s e s . There ia probably suf f ic ien t r i ce 
in Mexico a t t h i s time for ordinary needs, and Mexico i a a 
ri8#»pr©duoi»g country, fhere may even fee * small surplus 
of r i c e l a Mexico at t h l a t ime, the f ac t , however, i a that 
r i ee ia scarce oa the i&ar&et* -and th i s basic food in Mexico 
has recently in many sectors of the country, almost doubled 
in p r i e s ana in acme eases , .store then doubled* fhere is no 
doubt that speculators within Mexico mm exceedingly a c t i v e 
and that so:;i« of these* era p o l i t i c a l personage*. The f e e t , 
however, tha t r i a« la so t on the market teas caused these 
laereeaed p r i c e s , and the publ ic i ty given to the purchase of 
6 t000 tone by our government created a d isas t rous impression 
and fed the public impression t h a t the s c a r c i t i e s In the 
market were being caused by purchases by u s . Una Mexican 
government, as w i l l be r eca l l ed , did not permit t h i s shipment 
of r i c e from Mexico. I t could not do so even though we la* 
formed the Mexican Government that the r i c e was r e a l l y i n ­
tended for afclpa*©at to Cuba. 

In th i s connection, i t should be s ta ted that t h i s i s 
another s e t t e r l a which mm arts making a fundamental mistake 
through ce r ta in agencies of our Government. If t h i s v ice 
which m agency ©f our Government intended to purchase was 
meant far Cuba, the sale was one which should hav« been more 
appropriately made by Mexico to Cuba, r a the r than through 
our d i r e c t Intervention* Tsars I s an Increasing tendensy 
oa the par t of the .a&erleaa Hepubliea, including &sxiaa, to 
resent th la a f f e r t , which l*wsil*lnteat io&s4 t on tha pe r t af 
agencies of our Government to control um t r aae a f these 
coun t r i e s . Our man e f f o r t s are well«4atentloa*d because, 
in view of cur posi t ion and r e s p o n s i b i l i t i e s , we have to t r y 
to maintain s ce r t a in balance between shipments of food to 
various coun t r i e s , a s a r e su l t of t h i s we have been asqu i r ­
ing surplus foods in one country to make them avai lable to 
another, and thus dis turbing the ordinary channels of t r a d e . 
There ere ce r ta in disturbances in the ordinary channels of 
t rade which a re inevi table i n war, but every country de s i r e s , 
even in *e r , to maintain i t s normal t rade r e l a t i ons with l i s 
former customers as far as t h i s say be feas ible* In t h i s 
question of r i c e fear Cube I t would therefore ha ire been asueb 
aors appropr ia te , instead of our t rying to buy i t ©a our a s -
count In Mexico and snipping i t to Cuba, to have entered Into 
conversations with the Mexican Government o r to have f a e l l l * 
ta ted conversations between the Mexiaan Government and Cuba 
so that Cuba might have acquired any surplus r i c e ava i lab le 
in Mexico* In th i s way, we would have avoided t a l e con­
s tan t ly increasing c r i t i c i s m i a Mexico, which i s a lso ap­
pearing in o thers of the American republ ics , tha t we are la* 
t s r f e r i n g with the channels of trade and are acting l a a 
d i c t a t o r i a l sense, and t h i s gives food to those who a re 
©reaching tha t we are endeavoring to e s tab l i sh hegemony a f t e r 
the war. 

There is no doubt that the Mexican Government has ao far 
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oot takaa adequate i&oaa&raa to prevent speculation in food­
s t u f f s . I t I* also true tha t tha t ranspor ta t ion system ia 
Mexioo, whleh f o r t i u s t e l y has passed i t s low po in t , lies beea 
a factor i a lacreas lag t&s> p r i e s of foodstuff a produced la 
Mexico at the ©o&stu&iug sea t s r s ia the eouatry, fiy« t o »low-
moss of transport* ©r lasuff le ieaey tharsof . fhasa are 
queatioaa which l i e wlshia th® power of th© &exleaa Govern-
Beat to a©iv«. 

With regard to cer ts i& foodstuffs , there w i l l uaquestioa-
ably te@ surpluses l a Mamise which we ©an acquire , a s i the 
Mexican aovernatent has beea consis tent ly w i l l l ag , aa the 
procure© at ageaeiea of our Ooveraisaat *aow, that ire should 
ae-fjair© sac a surpluses «&&& they are es tab l i shed , Wo shoul*# 
however, only ©adaaver to acquire aaea • s rp luses with th© con­
s t a t ana approval of th© Msxtaaa Oovaraateat. 

I t ia to iaa or ad i t of the i£exlegji Qoverajneat tha t from 
time t o tie© a t a t ©seat a have baea astfe by public o f f l a i a l a 
test the affaet that tha iaoraaaaa la pr iaas of foodstuff© are 
aot duo to exportat ion to the Waited Sta tes or to purchases 
by th© Halted .states Cover ssaeat. What I wish to ©aphasia®, 
however, aad which 1 cannot aaphaalaa too s t rongly , ia tha t 
the popular taadaacy ia to blame such iaoraaaaa ia pr ices aa 
these purchases by the Halt©A s t a t e s , This In becoming a 
matter of ser ious concern to t h i s mhmmj aad mist @@ to oar 
Oovaraswot» ©ad X kaow that i t ia a s e t t e r of aoaoara t o 
those high o f f i a i a l s of tha Mexican Govermaaat who wish to 
maiataia the popular basis for col laborat ion with our Govera-
aeat la tha war sad l a tha fu tu re . 

I t wi l l fea reca l led that X have ia previous ooasaaaicatioas 
to the Sapartaiaat, made tha atroag raocjsaead&tioa tha t ao 
purchases of foodstuffs should be mads ia Mexioo without tha 
consent of the i&exic&a -aovaramaat, ana that a l l purohaaaa of 
foodstuff a aade by ua should 'be through our procurement aad 
dovolopsMHit or f laa i a Mexico, ao far aa our Ooveraaeat ia 
soaa araad. 

a© far aa p r i aa t e pur aha a as b | ladividuals from the Halt ad 
.states la &exloo are ©on©araad, the appropriate control 
K*aaur«s are wl th ia tha juri&dictioa of tha j£exleea Governaeat, 
whioh has a sovereign r ight to preveat the i r exportation from 
Msxieo ualeas tli© asporta t ion has the approval uader l l cenaa , 
of th© Mexican Croveraaaat • 1 ©aa foresee that I t w i l l toe 
neeeaasry for the Mexican Oovaraaaat to t ea* very d e f i n i t e 
ae&auraa to control tha exportation of foodstuffs , aad that 
i a these ooatrol w*asure*j our &overae*eat, aad pa r t i cu la r ly 
our au thor i t i e s a t the border, Must reader t h e i r co l l abora t ion . 

Thar® l a a© ©a© way la which X ©sua sea through which popu­
l a r feel ing oaa be arousai aga lus t ua mow% s t roagly thaa 
through aoatlauad purahaaea by us as a Goverameat, or by 
p r iva t e ^marieaa i a t e r«a ta 9 of foodstuff© ia Maxioo. The 
fas t l a that there are few foodstuffs i s whlah the re are su r ­
pluses l a Msxieo. The food which wa souId aaqalra aa sur ­
pluses IA Mexlao i s i a f i a l t e a ima l , aad avert 1 B aequirlag 
e e r t a l a siaimum surpluses , wa oaa areata strong popular f e s l -
iag agains t ua, because there w i l l be am laav i t ab le teudeuoy 
oa the par t of the publlo to | laea tha r a s p o a a i h i l i t y ea as 
for the high prlaoa whioh i&ay ba aa t i r« ly due to tha aot loa 
of spaaulatora l a th© couatry, or t o the leak of adequately 
car r ied through prl©# aontrols of tha Maxlaaa Gover^aeat. 
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I a® def in i t e ly of th* ©pinion tha t I t would be to our i n t e r ­
es t i f *« could isaiee a s t rong, ca tegor ic statement to the 
II ex lean Govemmeat t h a t we do n o t d e s i r e t o acqu i r e any food­
s t u f f s l a Mexico except each as the Mexican Government may 
o f f e r u s . I am of the op in ion t h a t such a s t a t emen t , i f 
s&be by us to the Mexican u>overnment9 should be g iven wide 
p u b l i c i t y , so t h a t t he g r e a t mass ©f t h e Mexican people w i l l 
unders tand , through a c a t e g o r i c s t a t emen t ©f our Government 
t o the Mexcan uoverasan t , tha t we are not baying., foodstuff* 
l a Mexico sxoept a s t h e Mexican Government o f f e r s us s u r p l u s e s . 
This w l U be t h e only e f f e c t i v e way t h a t X eaa see through 
walob w# ©an s top t h e r e s p o n s i b i l i t y being placed oa as for 
the Inc rea sed p r i c e * of e s s e n t i a l foods tuf f* in Mexico* 

Xt Bust be borne in Kind t h a t , a l though Mexico i s in the 
war, t h i s does not mean t h a t a l l Mexicans are h igh ly favor­
able toward t h e United S t a t e s . We a re s t i l l the country of 
which they a r e most c r i t i c a l and of which they are moat prone 
to b e l i e v e i l l * fee s h a l l a l so have t o keep l a mind t h a t 
t h e r e era c e r t a i n extremely l e f t elements in Mexico which, 
while render Int.* l i p s e r v i c e to the i d e a of c o l l a b o r a t i o n by 
Mexico with the United s t a t e s In t h e war , a r e r e a l l y com­
p l e t e l y un f r i end ly to the United S t a t e s and have a© i n t e r e s t 
in the war except a* I t s i g h t Been a tr iumph of Hassle and 
©f what they cons ide r communistio oesd iag ly r a d i c a l 
idea© throughout the world, aM p a r t i c u l a r l y i n t h e western 
hemisphere . These highly r a d i c a l l e f t elements in Mexico, 
i n s p i t e of a l l t h e developments l a t he United S t a t e s and our 
sound i n s t i t u t i o n * , think; of t h e United a t a t e e , or a t l e a s t 
d e f i n i t e l y p i c t u r e i t , a* t h e C a p i t a l i s t i c Co lossus . 

The* t o o , t h e r e i s an extremely r i g h t e lement , which ha* 
no f r i e n d l y f e e l i n g for the United 3 t a t « s and which a e l i s v e s 
in a u t o c r a t i c methods and l a former systems of a r b i t r a r y 
government end c o n t r o l l a the hands of a fsau which p r e ­
v i o u s l y e x i s t e d l a &sxioo« These extreme r i g h t elements see 
l a the c o l l a b o r a t i o n with the United J t a t e a , a danger to 
t h e i r own f u t u r e and i d e a s , f o r they know t h a t c o l l a b o r a t i o n 
with t h e United s t a t e s w i l l taean g r e a t e r e q u i t y and s o c i a l 
j u s t i c e w i t h i n Mexico. 

Both of t h e s e extreme r i g h t and extreme l a f t e lement*, 
whila r e n c e r i n g l i p s e r v i c e to the P r e s i d e n t of Mexico and 
to the c o l l a b o r a t i o n of Mexico in the war and w i th the 
United S t a t e s , i n n e v e r t h e l e s s deeply d i s c o n t e n t e d , and 
thsy a r e i n s i d i o u s l y endeavoring to a t t a c k those M i n i s t e r s 
of the Goverameat mho are most i n t e l l i g e n t l y ana unde r s t end-
i n g l y c a r r y i n g through the program of c o l l a b o r a t i o n . They 
do not dare to a t t a c k the J r e s i d e n t , whose l i n e *f c o l l a b o r a ­
t i o n I s so c l e a r l y def ined ana -whose f r i e n d l y s en t imen t s to 
us e r e so c l e a r , but they »T% endeavoring to undermine and 
to e l i m i n a t e some of h i s most r e s p o n s i b l e M i n i s t e r s who a re 
t h e unders tanding exponents of the P r e s i d e n t ' s v i s e p o l i c y . 
T h i s , i n c i d e n t a l l y , l a aae of tha r ea sons why the Minis t ry 
of Foreign d e l a t i o n s , heads* by $x. l a d i l l a , i s c o n s t a n t l y 
under a t t a c k * as he i s in many r e s p e c t s t h e p r i n c i p a l e x ­
ponent of c o l l a b o r a t i o n l a the war and with the United S t a t e s , 
and of the unders tanding p o l i c i e s of P r e s i d e n t Avila Caaacho. 
l a o t h e r words , c e r t a i n •elements l a Mexico a re prepared t o 
s e i z e every p o s s i b l e means of a t t a c k i n g c o l l a b o r a t i o n wi th 
th® United s t a t e s , and a r e t r y i n g t o do so through a t t a c k s 
en soma of the most r e s p o n s i b l e M i n i s t e r s of the Government. 
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im s©s@ re spec t s , the address of Sir. Yil lasedor ©am only 
be regarded as an ind i rec t att&ex against the Ministry of 
Foreign &£fairs, as I t in def in i te ly am at tack upon the 
p o l i c i e s of the United, .state**. The extraordinary feature of 
Shis whole address is t h a t i t was «»4© by a mm who knows 
s e t t e r a.M ?$h© is sponsored by Kygn who know b a t t e r . Those 
who a r s propagating th© ideas Milan Mr. YillameaSv pat f o r ­
ward are permitt ing «S in te rna l p o l i t i c a l senaidera t ion sad 
s t ruggles for personal pe«ar and posi t ion and ia ce r t a in 
oases , ideological cons idera t ions , to l&tsrfere wit a so d e i i -
oate a Batter as the In te rna l eccnoisjr of Mexico and the r e -
ia t ionships with the United s t a t e s . 

One of th© la&©diats repercussions of s r . ¥ i l l « a e i o r * s 
address has been to revive the rusors that the peso wi l l be 
revaluated a t |U©0 to the d o l l a r . lh« Minister of Fiaance 
has sad© s statement t© the effect t ha t ao such s tep Is eoa-
templetsA* Ihe I res idea t of the Bank of Maxims Informally 
s t a t e s to those who inqu i re , tha t he does not believe that 
the fears with regard to t he change In the value of the peso 
a r e s e l l founded. The public statements with r&grn^k t c 
theme rumors have not been as d i r ec t as they should he . I t 
i s obvious t&at tha r s i s a de f in i t e movement in cer ta in f t * 
nsncial c i r e l e s to bring pressures ©a our Government, p a r t i ­
cu lar ly through the del ivery of grea ter quan t i t i e s ©f Ma­
t e r i a l s to Mexico, through a t h r e a t in the ©Image of the 
value of the peso. These persons who are in teres ted in in -
cream lag. Ui® value of the peso are only thiahing of the benefi t 
easing to them through speculat ion and are giving a© thought 
as t o the disas t rous consequences which an Increase i a the 
value of the peso would have ©a the great mass of the Mexican 
people who a re already suffering fro® great poverty and lew 
buying power. 

I t i s Important i a t h i s oosnnation to again emphasise 
tha t public opinion i s Mexico i s s a s i l y influenced by s t a t e ­
ments unfriendly to the United S ta tes or c r i t i c a l s f the 
United S t a t e s , and i t would be extremely dangerous i s our 
r e l a t i onsh ips if the rapidly increasing cost of l iv ing should 
|A the popular mind here be a t t r i bu t ed to ac t s of t h e United 
s t a t e s CfOVarnaaSit. The most unfortunate par t of the s i t u a ­
t ion Is t ha t remarks such ss those aade by Mr.^iil&seSor have 
s Smfinit© tendency to accentuate <m$ popular impression 
which any alreaay exis t i s t h i s rempe©t* I t should, of course, 
on the other hand, have been the duty of Mr.Vlllasenor to 
c lear ly s t a t e the fac t s and to say that these things happen­
ing I s Mexico a re not dus to any d i r e c t act ion of the United 
s t a t e s . 

X have deestsd i t necessary t o i&sXe t h i s preliminary r e ­
port becaus© the s i t ua t i on i s one which may get out of hand 
I f the Mexican Government does not take the appropriate s t e p s . 
Those of ss who l i v e l a Mexico and who havf an understanding 
©f her probl#JSi9 r e a l i s e that these s i t u a t i o n s with which the 
a© varans at is faced are ©ore d i f f i c u l t f s r ill to solve than 
the same problems are for us in the United S ta tes , d i f f i c u l t 
s s they say he for u s . 

I t i s obvious, however, tha t the Mexican Government must 
i a the near future , take so r s de f i n i t e and appropriate 
s teps i s order to stop the inf la t ionary tendency and to pre ­
vent any change in th© value of i t s currency* There i s an 

unfortunate 
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unfortunate tendeney, eves l a oe r t a i a government e l r e l a s 
ba^a. t# look to ou reoua t ry for the solut ion of Mexleea 
prebleaa. &hila the solution or these probleats is a r e s ­
ponsibi l i ty of tbe &sxlean vfoveraaent sad peopl®, I t la i 
fas t tbat we eaanet avoid, that our owa lat®r®»t w i l l ssake 
I t neaassary for ue to endeavor to be as fcelpful aa possible 
to the fei«xic«a Government l a the solut ion of these probleas* 
I t la important t o as beoeuse if the solut ions s r a not found, 
our I n t e r e s t s are bee ad to staffer because of thea, BOW and 
l a t o r . 

for exampls, oar procurement prograa la nestle© Is an l a -
portsat one to as l a the war ef for t sa t I t wouli be ft ser ious 
s a t t a r for us i f the flow of s t r a t e g i c mater ia ls - a inerel l i 
sad a e t a l s from Mexieo - should b® slowed or stopped as a 
result, of developments within Mexlea, I t would be highly un­
des i rable for tbe rale.tloaahips between oar two countries for 
any untoward davelopi&ent to t&keplaee witbln Mexico which 
would endanger tan present friendly and col laborat ive a t t i t u d e . 
The present t reada are so&ewhet d i s tu rb ing . Whether the 
Mexioanuovernasat w i l l t a s e t h e appropriate measures to *caep 
i t s bouse l a order, only time can t e l l , bat so fa r as tbe In­
f la t ionary movement i s cone era sd ( i t i s obvious that s teps 
cannot loag be delayed* I t i s encouraging tha t some of the 
responsible aeabere of the govsraj&exit are ful ly uaderstsad-
lag of tbe problem and era px-epai* ad to take tbe appropriate 
s t e p s . Of tee understanding of tbe fresidant of Mexico, tbs re 
la ao doubt whatever* 

i*a a apaelfie indication of developments ablea may have 
to 'be faced, I am lafoxaad ^f taa head of our i-:ro@urea®at 
and Bevel opasent Off l o t l a Mexico that a© la already get t ing 
inqu i r ies r roa those with «h©a ee have purchase contrac ts 
coao corning the revis ions thereof* Yhey wish to fears placed 
la these eoat rsota a clause protecting taem age l a s t f lue tue -
t loae la excbangSf This concern oa the par t of tbe a s l i e r a 
l a quit® understandable, for i f the peso sboald be rarelued 
a t 3.00 to oaa dol la r instead of 4.S5, i t would aieaa tfeet 
they aould have tc de l ive r ia most oases a t e l o s s , *ad would, 
bava to stop operetioaa or production, e i t b a l l tbe eoasssitieat 
r e s u l t s la tee iiexicea aooaoay. I merely mention i b i s a&rest 
witb respeet to t a a sjKehange as i t i s se3ietiila§ wki@a Is 
bouad to be assetitueted la tbe near future unless sppropr i -
%%m s teps are taken by the Mexioanilorerameat to reassure tbe 
pubiie m* to i t s l a ten t ions a i t b reapsot to tbe pass , sad at 
t a s asata %i&& to Uiks tae appropriate meaaures t o stop tbe 
present i a f i a t l oa s ry tsadeney* 

Tbe Department Jaay be assured t a a t tbe aabaaay i s follow* 
lag tbese Ba t te r s rery ea ra fu l ly , fee are l a eoaatant tones, 
with tbe highest o f f i c i a l s of the Mexleaa aovanaaeat. The 
minister of Flaanoe9 Mr. ousraa, has iadloated t h a t am wishes 
to saa a s tomorrow, and i t l e no doubt oa matters of f i aaa -
oial po l l ay and i a f l a t i oa* I sha l l icaep t^e depart ©eat l a -
foraed of tiuit aoaversatioa* 

This i s a long, 'Out s t i l l uasat iafaetory resu&l of the 
a i tua t ion whioa baa bean develeplag* I here , boweear, wishad 
to bring i t to t s a a t t e n t i o n ©f the Dspertmeat aad of those 
l n t e r e s t s i sgeneias of our Government la th i s preliminary for® 
beeausa of the iaportaaos of tfcasa developments t o us from 

t h e 
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fcfea near as wall as the long range. 

3«apeetfulljr your®, 

©•3, Meesersaifcn 

aaslosurea; 2 
(1) S©i>y of MaaorttiiduB prepared "by ftr. Locfcatt 

**afi dated 4 p r l l S, 1941 
(2} Copy of address tnr.de oa April S, 1943, by the Writer, 

(This sot ®#&t la hectograph, but l a 10 ftiaeo&raphed 
eopiee) 
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