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Mexico, Apr i l 3 , 1942 

Dear Sumnert 

Z hava given very careful consideration to your 
most helpful letter of March 27th. I have discussed 
fully certain parts thereof with my associates her*. 
Vile axe all deeply conscious of the problems which you 
raise la the letter, and I shall in this letter give 
you my considered reaction to the questions raised. 

Mexican First of all, with regard to rail transport: 
Rallwayf This is oaa «f the majar questions which Dr. Padilla will 

be raising In Washington aad I think with reason. Mezleo 
is already - by faros of circumstances beyond our control 
far the present - practically without sea transport to 
the United States. Even though our ship-building program 
progresses most satisfactorily and we control sinkings, 
ships will be needed on other routes for the aggressive 
action necessary to win the war and there will be faw 
ships available even six months hence for ocean transport 
between Mexico and the United States. Fortunately for us, 
Mexico has so mueh that wa need that we would othervd.se 
have to cat from farther away, and there Is rail trans­
port available, and this, together with road transport, 
we shall have to use Increasingly. It is indispensable la 
our own interest that wa develop this road and rail trans­
port as rapidly as possible. There is no use developing 
these material resouroes hers In Maxieo If wa do not have 
a way of getting the stuff to our markets. 

Much has been said concerning the condition of the 
Mexican Railways. Great emphasis has beam placed on the 
labor difficulties of the railways and on the inadequate 
utilization of the present rail facilities and rolling 
stock. Some of this is true, hat I have reached the con­
clusion, after talking with objective and well-informed 
Americans hare, that too mueh emphasis has been placed on 
this labor factor. Americans here who haT* had intimate 
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contact with the r a i l s i t ua t ion for years and whose 
business i t i s to lo§ow, seem to think that the Mexi­
can Railways, with the equipment they have, are not 
operating too badly. I mention t h i s aspect because 
some of our people at home in the various agencies 
which are very much in te res ted l a g e t t i n g out raw 
mater ia l s hare been emphasizing the labor s i t ua t ion 
as the p r inc ipa l obstacle and have boon adamant in r e ­
fusing to consider the supplying of new or secondhand 
r o l l i n g stock and motive power. 

*t i s my considered opinion that one of tho major 
things we have to consider i s t h i s improvement of the 
eff ic iency of the *exican Railways. *f we do not do 
t h i s w» wi l l not be able to move e i the r the goods which 
Mexico need* to keep her oconomy going or the raw mater­
i a l s which Mexico i s already producing which wo do much 
need, not to speak of the increased production that i s 
being s t imulated. I therefore weloome the designation 
of Major H i l l to come here and look into t h i s problem 
from the l imited aspects of a survey of the motive power 
and r o l l i n g stock of the railways. He Is a competent 
man and wo must help him to get the concrete data t h a t 
he needs. The most important problem for tho moment i s 
motive power and r o l l i n g stock, - and that w i l l have to 
come from us . There is cer ta in motive power equipment 
hero J well over one hundred locomotive» which are out of 
service because of repair* which cannot be made through 
lack of pa r t s from the o r ig ina l manufacturers a t home. 
I t i s not improbable that the manufacturers have these 
in stock and the locomotives themselves are of types no 
longer used 1 B the United S t a t e s , so that these p a r t s 
can be shipped here without in jur ing anyone. I sha l l 
see that Major Ki l l goes into t h i s v i t a l aspect which 
w i l l give almost immediate r e l i e f . 

There i s , however, r o l l i n g stock which must be 
had from the United S t a t e s . This need not be now. In 
th i s pa r t i cu l a r respec t I wont to point out that the 
Mexican Railways o f f i c i a l s are not r e a l l y an incompe­
tent l o t as they have been p ic tured . I have gone into 
th i s careful ly and I find that with a diff ismit f inan­
c i a l problem and a l l so r t s of other problems the Mexi­
can Railways management has done things which wofld do 
c red i t to our bes t railway management s t homo. I f i s 
well a lso for us to remember tha t tho Mexican Railways 
o f f i c i a l s know our own s i tna t ion p ro t ty thoroughly. 
When w* say t h a t we cannot supply any locomotives or 
r o l l i n g stock becauso of our needs a t home and point out 
the short t r a i n s , e t c . , on the Mexican l i n e s , they t e l l 
us tha t wo are not using our motive power and ro l l i ng 
stock at home to any g rea t e r advantage on the whole than 
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they a r e . They point out tha t we are s t i l l running 
railways almost p a r a l l e l to oaeh o ther , when by ap­
propriate action considerable motive power and r o l l ­
ing stock could be made avai lab le by pooling the r e ­
sources of the railways a t homo — and t h a t t h i s 
would not only rel ieve our own increasing congestion 
but would also make avai lable used motive power and 
r o l l i n g stock in adequate quan t i t i e s for the Mexioan 
Railways. I think i t w i l l be found, when we go into 
t h i s at home, that h e n i s 0 gooddeal to i t . 

Spec i f ica l ly , then, i n reply to your inquiry with 
regard to Major H i l l , I may say that Mr. Winters of RA. 
cal led me on the telephone about a week ago concerning 
h i s coming here and I said that we would welcome i t and 
would be in a posi t ion to f a c i l i t a t e his inquiry . He 
has not ye t arr ived but when kit does we wi l l do every­
thing in our power to f a c i l i t a t e h is making an accurate 
and complete survey in the f ield of motive power and 
r o l l i n g stock* When he has made h i s survey we must 
take immediate aotion thereon, because i n t h i s matter 
of r a i l t r anspor t we cannot f i sh behind the ne t . The 
t ranspor t problem i s the f i r s t to be solved in the maia-
tenance of Mexican economy and i n our securing the ne ­
cessary raw mater ia l s from here . I wish to emphasize 
t ha t the a t t i t u d e of some important people in our Gov­
ernment wi l l havs to change, for they have, on the basis 
of inadequate information, been taking the a r b i t r a r y 
stand that nothing can be done for the Mexican Railways 
- and these same paople a t the same time are doing a l l 
they can, very properly, to s t imulate the production of 
raw mater ia ls for whioh there i s already inadequate r a i l 
t ranspor t and no saa t r anspo r t . 

The road-building program l a an important fac tor 
in t h i s t ranspor ta t ion problem, for Mexico and for u s . 
We have given Mexico t h i r t y mi l l ion d o l l a r s over a period 
of three years for such a road-building program, X am 
incl ined to th ink tha t the sum wi l l be Inadequate, bu t 
i f they have t en mil l ion do l l a r s the f i r s t year and spend 
i t wisely, they should be able to go a long way. Our dif­
f i c u l t y w i l l be in ge t t ing them t o spend the money wisely 
and a l so in the se lec t ion of the roads . My personal opin­
ion i s t h a t the most important road-building projects 
here are not far the moment the ones whioh are most a t ­
t r a c t i v e to the Government, They should concentrate on 
building feeder roads to already exis t ing main h i g h w a y s , ^ 
and on the building of roads - even in some oases tempor­
ary ones - from mines and producing a reas , Unless t h i s i s 
done, the mineral resources being developed under a wise 
program we are fos te r ing w i l l not have t r anspor ta t ion to 

ra 11 



T" 

r a i l heads. This road-building program ia one in 
which I hope the Mexican Government w i l l increasingly 
seek our counsel and help , not so much in ac tua l con­
s t ruc t ion of the roads as i n determining where they 
s h a l l be b u i l t . 

One of the major d i f f i c u l t i e s we have had in the 
f i e l d , and pa r t i cu l a r l y here in Mexico, has been the 
s i tua t ion with respec t t o the uncoordinated and too 
frequently ineffect ive special missions from various 
agencies of government. This, as you know, I s s e r i ­
ous i n many respects , but one of the pr incipal unfor­
tunate r e s u l t s was that i t was causing increasing lack 
of confidence on ths pa r t of other governments. Mis­
sions came and went without anything happening* Some-* 
times before one mission l e f t that was supposed to go 
in to a cer ta in problem* another came along from another 
agency on exact ly the same sub j e s t . I t was causing con­
fusion in other governments and Inoraaaing the lack of 
confidence in our procedure and in our capaoity to han­
dle the major tasks befora us in winning the war. So 
far as Mexico i s ooncerna*» t h i s problem of the special 
missions i s , as you point out , even more important than 
i n the case of most i t h e r count r ies ; fop because of con­
t i gu i ty and the raw mate r ia l s problam our people have 
been coming here in g rea te r numbers and with greater 
reason. J am happy to say t h a t so far as Mexico I s con­
cerned th i s problem has been solved very la rge ly by the 
Departraeat*s recent telegram indica t ing the s teps which 
have been takoa a t homa among the various Departments 
and Agencies , and indica t ing the procedure to be fo l ­
lows* hers* Under t h i s procedure no mission of any kind 
w i l l go into any of ths American Republics from any of 
the Departments or Agencies a t homa without ths knowledge 
and approval of the Department of S t a t e . This i s abso­
l u t e l y e s s e n t i a l , fu r ther , according to the procedure, 
these missions must repor t immediately on a r r i v a l to the 
Mission and s e t through and under i t . Here in Mexico 
Gity^I have concentrated th i s nark in the commercial At­
tache, Mr. Lookett, who i s a man of good judgment and 
wide knowledge and has a vary broad background in the 
Mexican f inancial and economic problem. The procedure 
has been in ef fec t for some weeks now and i s working 
very s a t i s f a c t o r i l y . I f the Department wi l l adhere to the 
p rac t i ce at homa and we follow out the prac t ice here under 
the Department f s ins t ruc t ions — which we s h a l l of coarse 
r igorously do •** t h i s problem of the special missions wi l l 
be solved and we w i l l get more effective r e s u l t s frosi the 
missions which are sent ou t . The Department's act ion in 
t h i s mat te r has been most const ruct ive , and , X can assure 
you, imperatively necessary. 
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I have noted wha fyou say concerning Dr. Bateman ,» 
mi s s ion , cad be fore I go f u r t h e r i n t o some of the major 
ques t ions r a i s e d i n your l a t t e r and give you my r e a c ­
t i o n , as you have r e q u e s t e d , I must say a word wi th r e ­
gard t o Dr . Bateman. I have had long exper ience In the 
f i e l d and I cannot r e c a l l having Mid t o d e a l wi th anyone 
who came on such a miss ion who has shown the competence, 
t he d i s c r e t i o n , the judgment, and the genera l f i t n e a a 
fo r feds job t h a t u r . Bateman has shown. He i s charged 
with t h i s d e l i c a t e pioblem of s t r a t e g i c m e t a l s , which 
Invo lves l a b o r f a c t o r s a t t h i s end . He has worked con­
s t a n t l y I n the c l o s e s t c o n t a c t wi th the Embassy through 
Mr. Locket t and me. He i s of course in constant con tac t 
a l s o wi th Mr, Sansom, who i s the r e p r e s e n t a t i v e of t h e 
Metals Reserve h e r e . His work Invo lves d i r e c t c o n t a c t 
wi th the Mexican a u t h o r i t i e s . He has been e x t r a o r d i n a r i l y 
success fu l and I hops w i t h i n a vary sho r t t i m e , perhaps a 
week, t h e agreements which he has a r r i v e d a t can be p u t 
i n t o the form of exchanges of l e t t e r s which are i n f a c t 
an agfeement. I cons ider t h a t he has done a ve ry c o n s t r u c ­
t i v e job and i t has been l a r g e l y dua to h i s t e c h n i c a l 
knowledge, h i s p r a c t i c a l good s e n s e , and h i s t a c t end 
f i rmness In dea l ing wi th a l l concerned. I t h i n k , so f a r 
a s the p a r t i c u l a r phase of m i n e r a l s development i s con­
cerned, he w i l l ve ry s h o r t l y have l a i d , through an ex­
change of l e t t e r s , and adequate b a s i s f o r t h i s development 
t h a t should have immediate conc re t e r e s u l t s , ±t i s p r o p e r 
t o say h e r e , t o o , t h a t the Mexican a u t h o r i t i e s from t h e 
!3hresMent down have shown a h i g h l y coopera t ive a t t i t u d e 
and w i l l i n g n e s s t o go very far i n g e t t i n g t h i n g s done , In 
t h e i r own and o u r i n t e r e s t s . 

Economic Z have noted wi th p a r t i c u l a r i n t e r e s t your very 
survey"; p e r t i n e n t and p e n e t r a t i n g comments on t h e importaace o f 
Mexico m a i n t a i n i n g t h e Mexico* economy and your r e f e r e n c e s to t h e 

memorandum, of October 7# 1941, from the Mexican Embassy 
t o the Department, proposing a coopera t ive program fo r 
the development of t h e n a t u r a l r e s o u r c e s and I n d u s t r y of 
Mexico, Obviously a program which t h e Mexican Government 
ha3 i n mind would Inc lude t h e development of c e r t a i n i n ­
d u s t r i e s which we could n o t p o s s i b l y a s s i s t in f o s t e r i n g 
now because we could n o t p rov ide the m a t e r i a l s * Thwro a r e , 
however,many ways i s which we can he lp the Mexican econo­
my and i n d u s t r y by p u b l i c and by p r i v a t e i n i t i a t i v e . The 
s i t u a t i o n wi th r e s p e o t t o Mexioo fs fo re ign exchange p o s i ­
t i o n i s one which wo must take i n t o aecount# The r e c e n t 
payments which she has made t o us have been l a r g e l y 
through the shipment of g o l d . The Mexican economy i s i n a 
verjr d e l i c a t e s i t u a t i o n as a r e s u l t of the war , and she 
i s unde r t ak ing , as you po in t o u t , new o b l i g a t i o n s in the 
se t t l emen t of those major ques t ions on which p r o g r e s s i s 
so happ i ly be ing made* These sho r t and long term o b l i g a ­
t i o n s of Hex!oo cannot be met u n l e s s there are a p p r o p r i a t e 
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steps to Build up her in ternal economy. The war of fers 
immediate and long-range opportuni t ies which we wu ld 
otherwise not ha te . These, J think, we must use, but 
the program must be on a sound basis that i s feas ible 
from both our po in t of view and t h e i r s . 

There is much t h a t I should l ike to say on t h i i 
question of the in t e rna l economy but I believe we are 
keenly aware ©f a l l the fac tors involved, and your 
l e t t e r shows th i s* I w i l l therefore confine myself to 
sayinj that I think we should proceed as you suggest 
with t h i s economic survey to which X understand we har© 
already given our agreement in pr inciple «*- Uie survey 
to be conducted j o i n t l y ay a group made up of t echn i ­
cians representing us and the Mexican Government, but 
working together as one group. 

I see no objection to the immediate s e t t i ng up of 
such a survey committee composed of Mexican and Ameri*» 
can represen ta t ives . I t should be, in my opinion, an 
independent surrey and not , so far as we are concerned, 
acting for any p a r t i s u l a r Department ©r Agsney-mf the 
Government or act ing for our Government as a whole, on 
our p a r t , and for the Mexioan Government on i t s pa r t . 
My own feel ing i s that as i t i s a survey of Mexico's 
economic posi t ion the chairman should be a Mexican and 
the Vice Chairman an American. Our owe pr inc ipa l r e ­
presentat ive in th i s group, who would ac t as Yiee Chair­
man, should, I be l i eve , Be a man ©f the capaci t ies and 
lMTOsd knowledge of Dr. Bateman. As a matter ©f f ac t , i f 
he could be persuaded t o take ever t h i s duty i t would, I 
be l ieve , be a great fortune for us as well as for Mexico. 
I t i s t r u e that he i s s s p e c i a l i s t in the field of min­
e r a l s and the mineral surrey has been p r a c t i c a l l y comple­
ted ©y him. I have on the whole somewhat ©f a fear of 
s p e c i a l i s t s when they get in to the f ie ld of surveys;but 
I have no such fear of Dr. Beteman, for he i s a man of 
such broad judgment and understanding. I offer the fur-» 
ther suggestion that i f t h i s ©road economic survey i s 
undertaken through our jo in t ae t ion , i t shonid se t up 
separate offio©s here in Mexico Glty apart from the Em­
bassy or the Minis t r ies ef the Mexican Government. The 
organization should, I be l ieve , be kept as small as pos­
s i b l e . I t should be a very compaot and small organiza­
t i on , for i t s value wi l l not depend on tJSs number of 
men but on t h e i r qua l i ty . I think at the outside a 
maximum of three Mexicans nnd thrse Americans would be 
adequate. They would need cer ta in c l e r i c a l a s s i s t a n t s , ^. 
I do not believe tha t the th ree Americans and three 
Mexicans charged with the survey need necessar i ly he 
teohnical men. They should be men of broad knowladga and 
good judgment, of the type of Dr. Batemnn. A large i n ­
ves t iga t ing and technical s t a f f i s not necessary for the 
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commission* Boih the American sa^- Mexics» members 
would nave available to them a l l %he resources of i n ­
formation of the respective departments of the Mexican 
Government and our own. They would hafe avai lable to 
t h a i she concrete accurate data which American business 
men and firms and Mexican business men and firms can 
supply. They can indicate what they want and I t wilX-
be supplied to them in the form of memoranda without any 
cost . What I am t rying to say la that I think i t would 
be unwise to bui ld up a large organizat ion. This X think 
would Asfeat the very purpost of the survey group and 
make t h e i r work mora d i f f i c u l t ins tead of e a s i e r , What 
i s needed are these s ix men who have the judgment t o pass 
on material and to knaw what material to ask f o r . I t i s 
not necessary to have a l a rge group of inves t iga tors or 
ana lys t s . All the group would need in the way of s taff 
would be a small c l e r i c a l one. My axperiance in the 
short time I have been here i s that i f I want accurate 
Information on any subject I can get i t i f I go to the 
people who have I t - and tha t i s the beat way to get i t , 

I am in ent i re agreement with you that the work of 
the survey would cover U» short-term aspects of the econo*-
mic problem as well as the long-term ones, and these l a t ­
t e r in my opinion are in some respects as Important as 
the former. 

Such a survey, i f i t i s s e t up in the above fashion, 
could, I be l ieve , do a good job and a moat construct ive 
one, and would not necessar i ly have too long a task be­
fore i t . I f the Maxioan and American members are chosen 
f»r the i r capacity and adap tab i l i ty , the work wi l l make 
rapid progress , for the mater ial i s ava i l ab l e , the probla* 
I s t he r e , and a l l tha t i s needed are men who can analyze 
the s i t ua t i on soundly and who have an adequate understand­
ing of the major and broad fac tors involved. 

I see no inconvenience whatever in having such a 
survey made independently of t h i s Mission, and I th ink i t 
can properly be made in t h a t way. I do be l i eve , however, 
tha t the American Members of the survay should have def in­
i t e i n s t ruc t ions t a act - only so fa r as our Government 
i s conoerned and the Mexican Government - through th i s 
Mission, 

With respect to the suggestion that o the r economic 
missions which might coma down here should work through 
t h i s survey, I do not believe tha t t h i s would be wise . Na­
t u r a l l y , while t h i s major survey i s going on, we might 
find i t advisable to have some special peopla come here on 
immediate and urgent problems, and under the present a r ­
rangement these now work though t h i s Mission, I think t h i s 
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should be con t inued . The survey would a l s o work 
through t h i s Miss ion , b u t i n a l a r g e r and broader f i e l d , 
I t h i n k i t would be confusing t o have s p e c i a l miss ions 
coma down h e r e t o work through the survey g roup . I t 
would, I b e l i e v e , b r i n g i n t o the p i c t u r e iome of t h s < 
former confusion which has been e l im ina t ed by the Depar t ­
m e n t ' s new p r a c t i c e . I f e e l , t h e r e f o r e , very s t r o n g l y 
t h a t t he mis s ions coming down here o r persons on s p e c i a l 
work should work d i r e c t l y , p r i m a r i l y i n and through t h i s 
Miss ion . But t h i s does not mean t h a t t h e r e a l purpose 
which you have i n mind in your l a t t e r would n o t be met, 
f o r - as both the survey group and t h e s e spec ia l mi s s ions 
would work through us - we could see t h a t the neces sa ry 
coopera t ion between the s p e c i a l groups and the survey 
group would be brought a b o u t . On t h i s p o i n t I f e e l q u i t e 
s t r o n g l y , as from the p o i n t of view of e f f e c t i v e n e s s I am 
convinced tha t m>uld be the bes t s e t - u p . 

Like you, I am deeply concerned with the l o n g e r -
range a s we l l a s s h o r t e r - t e r m problems we have here* I f 
we under take t h i s economic survey on the r i g h t bas i s and 
wi^fcithe r i g h t men i t w i l l be a very c o n s t r u c t i v e s t e p . 
I hold no b r i e f for Ur. Bateman, but I t h i n k I should 
r e i t e r a t e tha t he has done a splendid job here and has 
shown unusua l c a p a c i t i e s f o r t h i s k ind of work. I do not 
b e l i e v e t h a t , search as much as we would, we could find 
a b e t t e r man t o head the American group p a r t i c i p a t i n g 
with the Mexicans i n such a survey . 

With a l l good wishes , 
C o r d i a l l y and f a i t h f u l l y y o u r s , 

3 S MB33I>::SMITH 
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