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Abstract
This essayexploresthe hiddenhistoryof the origin andgestation
of Mexico's MonetaryReform of 1905. It arguesthat two

symmetricalforcespushedthe Mexicangovernmenttowardthe
reform: foreign financiers(andtheir domesticallies), whosecapital
investments(andexpatriatedprofits) sufferedundera depreciating
currencyand the Mexicangovernment,which wishedto maintain
its exportmodelwhile seekingto avoid inflation anddeteriorating
termsof trade.Furthermore,the essayreconstructsthe internal
political climate,closely following the nuancedconflict between
rival domesticpowergroups,andthe ways in which external
actors,especiallyU.S. bankersexacerbatedthoseconflicts.

Key words: silver, monetaryreform, Limantour, Creel,
Cientificos,Porfiriato, gold standard.

Resumen
Esteensayoexplorala historiaescondidadel origeny gestaci6n
de la reformamonetariade 1905.Encuentrala sirnetriaexplicativa
entreambosvectoresque influyeron en la decisi6ndel gobierno
mexicano:las presionesdel capitalextranjero,susaIiadosinternos,
y la necesidaddel gobiernomexicanode mantenersu plataforma
de exportaci6ny evitar el derrumbede la moneda,la inflaci6n
y el deteriorode los terminosde intercambio.Ademasreconstruye
el clima politico interno,con llamadasa la intervenci6nde actores
externos-especialmentelos banquerosestadunidenses-,
destacandolos maticesdel conflicto domesticoentregrupos
de poder.

Palabras clave: plata, reformamonetaria,Lirnantour, Creel,
Cientificos,porfiriato, patr6ndel oro.
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THE POLITICSOF SILVER AND GOLD IN AN AGE OF
GLOBALIZATION: THE ORIGINSOF MEXICO'S

MONETARY REFORMOF 1905

ThomasP. Passananti

Thereis no sacrifice,howevergreatit mayseemto be,that
the nation ought not make in order not to interrupt the
flow of outsidecapitalwhich in recentyearshasfertilized
our soil, by the constructionof railways,by the operation
of minesof all kinds, by the expansionof agriculturalpro-
ductionor, in time, by participationin the creationof new
industriesor the extensionof industriesalready estab-
lished.

JoaquinCasasus,1905

Mexico has alreadysufferedenoughfor silver and silver
producers.It will now have to weigh its international
againstits domesticinterestsin the matter, and when it
doesso impartially it will be forced to the conclusionthat
the internationalinterestsare the more importantof the
two.

W.R. Lawson,1903

s a way to addressthe economiccrisis that eruptedin the early
1980sMexi<,:anpolicymakerssoughtto re-integratetheireconomy
moretightly into the wider world. This contemporarystrategyof

globalizationstruck many researchersas remarkablysimilar to the pre-
revolutionaryerain Mexico history. In responsehistorianshavebegunto
re-examinethePorfirianeraasa distantmirror, bothbecauseof the obvi-
ous analogiesit offers andbecauseof the lessonsit might hold. One of

AMERICA LATINA EN LA HISTORIA ECONQMICA ntimero 30, julio-diciembrede 2008 [691



70 ThomasP. Passananti

the Porfirian initiatives most studiedhas beenMexico's Monetary Re-
form of 1905.1 The 1905 monetaryreform was a key policy eventfor a
variety reasons.First, by placing Mexico on a gold-exchangestandard,
the reform representeda dramaticdeparturefrom Mexico'salmostfour
hundredyearassociationof silver andmoney.Secondthe reform culmi-
nateda generationof economicpolicies that soughtto attractandretain
foreign investment,andassuchwasperhapsthe mostpatentconcession
to thepolicy preferencesof externalactors.Third, asthis essaywill argue,
the monetaryreform was a contentiousdomesticpolicy initiative, per-
hapsthe most controversialreform debatedamongMexico's business
groups. Finally, I will argue that the reform signaledthe clear policy
dominanceof one fraction of the Mexican pOlitical elite, the so-called
Cientificos.All of thesePorfirian trendsfind striking parallelsin Mexico's
contemporaryeconomicopening.

This paperseeksto contributeto thegrowingscholarshipon the 1905
Monetaryreformscholarshipby closelyexaminingtheexternalpressures
the Mexicangovernment(andprivateentrepreneurs)facedto reform the
monetarysystem.The chiefexternalpressuresfacedby the regimewere
from foreign bankersand investors.Bankingsyndicateswere concerned
that Mexico's falling exchangerate would jeopardizethe government's
ability to serviceits debt.Likewise, foreign direct investorsweregrowing
reluctantto investin Mexicanindustryandinfrastructure,given thatfall-
ing exchangeratesreducedexpatriatedprofits (denominatedin foreign
currency).Thepaperalsoscrutinizesthe contradictoryinternalpressures
within Mexico bothto accommodateandresistthis policy change.Public
officials, who struggledto pay a gold-denominateddebt with domestic
taxescollectedin silver, anddomesticentrepreneurswho soughtforeign
partnersembracedthereform.Otherkeybusinessgroupsdid not.Namely,
silver miners as well as export producers(who benefitedfrom a weak
silver peso)opposedmoving off a silver-basedcurrency.

Detailingandanalyzingmorepreciselythesecomplexpressures,which
had long weighedon monetarypolicy, helpsus understandthe context
(andthe timing) of the reform. Sucha political analysisof the reformalso
underlinesthe tensionsand conflicts engenderedby globalizationand
economicintegration,notonly amongthepopularclassesbutalsoamong
those seenas its principal beneficiaries.In short, the caseof Mexico's
monetaryreform suggeststhat evenin developingcountrieswhereclass

lOver the past ten years,Mexico's Monetary Reform of 1905 has beenthe subjectof
renewedinterestandmanyfine historicalstudies.Although thereis no monographicstudyof
the reform in its entirety, the numberof essaysthat examinedifferentaspectsof the reform is
impressive.Amongthemare:Borja, Ｂ ｒ ･ ｦ ｯ ｲ ｭ ｡ ｾ Ｌ 1998;Mussachio,Ｂ ｒ ･ ｦ ｯ ｲ ｭ ｡ ｾ Ｌ 2002;Passananti,
Ｂ ａ ｣ ｴ ｩ ｮ ｧ ｾ ［ Romero, Ｂ ｒ ･ ｦ ｯ ｮ ｮ ｡ ｾ Ｌ 2005; Schell, Ｂ ｍ ｯ ｮ ･ ｹ ｾ Ｌ 1996, and Schell, Ｂ ｓ ｩ ｬ ｶ ･ ｲ ｾ Ｌ 2001.
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and interestpolitics are often assumedto be far less complex,external
pressuresto implementeconomicreform canthreatendelicatedomestic
political arrangements,evenamongbusinessclasses.Thus I pay special
attentionto the politics of the reform, namelyhow public officials sought
to manageand contain the considerablepolitical conflict surrounding
the call for monetaryreform.

In 1905,reversingcenturiesof the circulationof silver as the coin of
the realm, Mexico instituteda monetaryreform that placedthe country
on a gold-exchangestandard.The purposeof the new standardwas to
stabilize the value of the Mexicanpesorelative to the world's major cur-
rencies.Prior to the 1905gold reform, the Mexicanpesolackeda fIxed
value; technically, it held no fIduciary value. The peso'sinternational
worth was determinedsolely by its silver content,so the peso'svalue
fluctuatedwith every rise and fall in the world price of silver bullion.
Beginningin the 1870s,silver bullion suffereda seculardeclineso thatby
the early 1900sthe value of an ounceof silver had diminishedby more
than fIfty percent.During the sameperiod, the pesoparalleledsilver's
path, also losing over half of its internationalvalue. The 1905 Reform
stabilizedMexico'sexchangerateby decouplingthe peso'svaluefrom its
silver content.Under the gold-exchangestandard,a silver pesocontin-
uedto circulateascoin, but its valuewasenhancedbecausethe Mexican
governmentlimited its supply to the nation'sgold reserves.

This seeminglytechnicaladjustmentwas in fact an issue of lively
political dispute,requiring that public officials interveneand managea
complexsetof foreign anddomesticdemands.The adoptionof the gold
standardpresentedMexico's fIve-term President,PorfIrio Diaz, with a
sharppolitical dilemma.On the one hand,foreign investorsthreatened
to derail Mexico'sprojectof intensivegrowthby withholdinginvestment
capital until Mexico adoptedthe gold standard.On the other, broad
sectorsof the Mexican bourgeoisieopposedthe gold reform, and their
hostility threatenedthe Pax Porfiriana. In part the PorfIriato's political
stability turnedon Diaz's ability to avert opendisputesthat pitted rival
elite factionsagainsteachother,especiallyovermattersofeconomicpolicy,
And yet paradoxically,increasinglyDiaz's ability to containelite rival-
ries dependedupon the foreign-fInanced,export-drivengrowth that was
associatedwith one fraction of political elites, the Cientificos,who cham-
pionedthe external-orientedgrowth model.

No previousProfIrian public policy hadso sharplydivided Mexico's
upperclass.2 I would suggestthatit wasthemonetaryreform,andnot the

2 The Mexicanupperclasswasnot an especiallypacific lot, as Mexico'snationalhistory
down to the Porfiriato attests.Whatdeservesexplanationis their apparentdocility underDiaz.
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subsequentissueof whom Diaz would selectas 'his' candidatefor the
newly createdoffice of the vice-presidency,thatunderlinedthe Cientificos
emergenceas Mexico's ruling class,a group that neverthelessruled at
Diaz'spleasure.The stresson the conflict over the 1904vice-presidency
by the late historianFran<;ois-XavierGuerra,howeverprovocativeand
well formulated,wasmisplaced.Guerraasked:

lHay que ver en esteepisodio[1904 selectionof a vice-president]clave de la
division delaselitesporfiristas,como10haceBulnesconsutalentodepolemista,
una consecuenciadel excesode perfidia del presidente,que deseabadividir
parareinar,minandoconello inclusolosfundamentosdesuregimen?Esposible,
quizas,verenello masprosaicamenteun atolladerono buscado,la consecuencia
de un imposible dilema: escogerentre el entornode tecnocratas,de la que
dependfanla imageny el credito internacionaldel regimen,0 unaclientelade
fieles, de la que dependiael control del pais.3

Guerrarightly discernedthat Diaz confronteda political dilemma,
he rightly identified the groupsinvolved,but he mistookthe issue.The
issuewas not Diaz's choice for vice-president,but rather whether to
reform the monetarysystem.The starkalternativeswere caughtby the
contemporaryBritish economist,W. R. Lawson,who posedthe prob-
lem: "Mexico hasalreadysufferedenoughfor silver and silver produc-
ers. It will now haveto weigh its internationalagainstits domesticinter-
estsin the matter,andwhenit doesso impartially it will be forced to the

Thekey variable,asFriedrichKatz hasnoted,washow underDiaz, the upperclassasa social
groupwasableto benefitfrom export-drivengrowth.He arguedthat"on thewhole thechanges
andtransformationsthat the Diaz regimewroughtin Mexico'supperclassmay haveincreased
the tensionsandconflictsamongthem.Until the tum of the century,however,the Diaz regime
succeededin preventinganyof thesegroupsfrom attemptingto further their interestsby armed
revolt. His regime grantedthem so many opportunitiesfor accumulatingwealth that they
simP7hadtoo muchto lose to wish for an armeduprising." Katz, "Mexico", 1986, p. 59.

Guerra,Mexico, 1988,p. 93. FriedrichKatz also stressedthe nominationof Corralas the
momentwhen Diaz's choice betweenthe different groupswithin the ruling classwas made
explicit. To supporthis interpretationhe argues:"Corral waselectedvice presidentin 1904.It
Was a major victory for the Cientificos that Dfaz underlinedwhen he removedtheir most
powerfulenemy,BernardoReyes,from his postassecretaryof war." Katz, "Mexico", 1986.p.
69. Katz confusedthe chronologyof thesetwo events.Reyesresignedfrom office not in 1904,
but insteadon December22 1902,a full yearanda half beforeCorral becamevice-president.
The point is not trivial, for it suggeststhatReyes,the leaderof the anti-cientificofaction within
the Porfirian elite, hadfallen from from gracelong beforethe vice-presidentialissuearose.In
fact, one could argue that Corral's selection"underlined" the Cientificoi victory, which had
occurredwith Dfaz'sagreementto adoptthe monetaryreform andremoveReyesfrom office.
My hypothesis,which I will developin a future paper,is that Dfaz selectedCorral, a manof
weak ties to the Cientificos, becauseDiaz recognizedthat while the Cientfjicoswere entrusted
with runningtheaffairsof state,their widespreadunpopularitypreventeda prominentmember
of their clique from holding the secondoffice of Mexico.
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conclusionthat the internationalinterestsare the more importantof the
twO.,,4

By eventuallyadoptingthegoldstandard,Diazansweredthedilemma
by siding with the Cientfjicosandwith Mexico's internationalinterests.

Diaz'sdecision,andthatof the Cientfjicos,underlinedthe Porfiriato's
dependenceon externalfactors, namely on its ability to attractforeign
capital. Put anotherway, the monetaryreform underlinedthe extentto
which externalconstraintslimited Mexico's ability to fashion indepen-
dentpublic policy. Indeed,during the monetaryreform deliberations,a
leadingcientifico wrote,

Thereis no sacrifice,howevergreatit mayseemto be,thatthenationoughtnot
makein ordernot to interruptthe flow of outsidecapitalwhich in recentyears
hasfertilized our soil, by the constructionof railways,by the operationof mines
of all kinds, by the expansionof agriculturalproductionor, in time, by partici-
pation in the creationof new industriesor the extensionof industriesalready
established.5

However, Mexican officials adoptedthe reform only after they had
attemptedto externalizesomeof the economiccostsof the reform, tried
to tum specific internationalcurrentsto their favor, enlargeddomestic
control over the country'sinfrastructure,and effectively reducedthe do-
mesticpolitical costsinvolved in adoptingthe gold standard.6

The essayis organizedas follows. The body beginswith a sketchof
Mexico'ssearchfor foreign capital in 1902and the reasonswhy foreign
loansanddirectinvestmentswerenot forthcoming.The nextsectioncon-
siders the causesof Mexico's economiccrisis and its inability to solve
them unaided.Thereafter,I describein somedetail how United States
bankerspressuredMexico to adoptthe gold standardand the methods
Mexico'sleadersadoptedto managethatexternalpressure,confrontgrow-
ing domesticopposition,andconvincePresidentDiaz of the necessityof
the gold-exchangestandard.In the last substantivesection,I show that,
after a numberof temporarysolutionshad failed, the Mexican finance
minister addressedthe domesticoppositionby pursuinga collaborative
internationalmonetaryinitiative, establishinga domesticmonetarycom-
mission,andinviting U.S. financial expertsto Mexico to advisethe gov-

4 Lawson,"Mexican", 1903,p. 22. Lawson'sanalysisherewas trenchant,if we only add
the agricultural producersto Lawson's"domestic interests,"we accuratelycharacterizethe
monetaryreform'sintra-classconflict.

S Casasus,Refarma,1905,p. 65.
6 Limantour explainedthat the governmentwantedto "exposethe country as little as

possibleto unnecessaryexpensesandgraveupheavalsof vestedinterests,"p. 8.
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ernmenton its proposedreform. Given that the paperconsidersclosely
the politics of the reform, the conclusionbriefly revisits the historiogra-
phy that assertsa relationshipbetweenthe monetaryreform and Mexi-
canRevolutionof 1910.

MEXICO AND THE 1902WAN

In 1902 the Mexican Congressauthorizedthe FinanceMinistry to con-
tract a $25 million loan, whose intendedpurposewas to extendthe
cientifico modernizationproject.The loan proposalearmarkedfunds for
economic(port andrail improvements),political andcultural (a new leg-
islative building), and health purposes(the improvementof sanitation
conditionsin Mexico City).7 Thesegoals reflectedthe particularsort of
modernizationthe Cientificosenvisionedand promoted:one that allo-
catedthe bulk of governmentresourcesto developmentof the export
economy,whosepolitics stressedstyle over substance,and that heavily
biasedsocialexpenditurestowardMexicoCity. Thearchitectof thecientifico
project and the man who had designedand submittedthe 1902 loan
proposalto CongresswasJoseYvesLimantour.Limantour,the leaderof
the Cientificos,haddirectedeconomicpolicy for the pastten yearsas Fi-
nanceMinister andgenerallytook credit for Mexico'sdramaticfinancial
andeconomicrecovery.8 Amonghissuccesses,Limantourregardedhighly
the government's1899foreign debtconsolidationloan of $110million. 9

Limantourhadnegotiatedthe loan at an interestrateof five percent,the
lowestin the republic'shistory,andhadevenreducedtheonerouscondi-
tions attachedto prior loans.Thus in 1902,flush from his successthree

7 SeeCosio, Historia, 1995,vol. II, p. 965.
8 Porfirio Diaz had appointedhim FinanceMinister in 1893. Alan Knight argues:

"Limantour'ssuccessesdependedto a largeextenton global trendswhich-asthe recessionof
1907 displayed-werebeyondhis control." Knight, Mexican, 1986, p. 23. This is doubtlessly
true.However,oneshouldhastento addthatMexico'sability to profit from the era'sgenerally
favorableglobal trendswere lessrelatedto Limantour'sstewardshipof the FinanceMinistry,
but ratherwere basedon the bold risk-takingof the Mexicangovernmentin the late 1870sand
1880swhen it openedits economyto internationalcurrents.On this point seePassananti,
"Nada", 200Z

9 Contemporaryforeign bankersoftennotedLimantour'sdesireto promotehis tenureas
fmanceminister by wrestingevery last advantagefrom debt negotiationsand then publicly
celebratingthem.Seefor examplea letterPaulGlonerto Bleichroeder,whereGlonernotesthat
Limantour had somethingpersonalat stakein the negotiations,"becausenot only practical
considerationsbut also personalfeelingsplayarole in the Minister's decision-making,espe-
cially the desireto makethe conversionof the 6% Loanappearto crownhis financial reforms,
only aftereliminatingtheclausesthatareburdensometo thestate.I believethattheMinisterwill
not be dissuadedfrom his long cherishedgoal by practical considerations."May 14, 1898,
DeutscheBank HistorischeArchiv (DBHA) A44.
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yearsearlier,Limantourfelt confidentthathe couldsecurethe relatively
small $25 million loan quickly andat a rate still lower.

DUring 1902,externalshocksunderminedLimantour'ssearchfor new
foreign financing. In 1898 and 1899 Limantourhad watchedAmerican
and Europeanbankersseeminglyfall over eachother in a scrambleto
grantMexicoa$110million loan.10 Now, however,EuropeandtheUnited
Statesturneda tin earto his protestationsthatMexico be granteda $25
million loan at four percentinterest.

Mexico continuedto run tradeandbudgetsurpluses,andthe nation's
1899bondsenjoyedquotationsof paror betteron theforeign exchanges.
The difficulty sprangfrom theworld price of silver andfrom the vagaries
of internationalcapitalmarkets.In late 1901, the price of silver beganto
drop violently; this drop affectedMexico doubly becausesilver served
bothasMexico'sprincipalexportandits currency.As currency,theMexi-
cansilver pesodid not possessa fiduciary value; its worth fluctuatedwith
everymovementin the silver market.The decline, togetherwith a tem-
poraryscarcityin Europeancapitalmarkets,madeinternationalbanking
housesreluctantto grantMexico a loan on the terms that the Mexican
legislaturehadauthorized.In his annualreport to Congress,Limantour
explainedthe situation:"EI ejecutivo... esperoel momentopropicio para
realizarel emprestitoenlasmejorescondiciones;maslaescasezdedinero
enNuevaYork, enInglaterray enAlemania,por unaparte,y por la otra,
el alto nivel del cambioenesosmercados,impidieronla colocaciondel
emprestitode referencia,al precio prudentey a la altura del credito de
nuestropaiS."ll

The Mexican government'sdomesticbanker, the Banco Nacional
de Mexico, was informed by its Europeandirector, EduardoNoetzlin,
that in Paris, "Ie prix tres elevequ'ondemandeformerasansdoute, la
principale difficulte."12 Given the temporaryscarcityof funds through-
out the majorcapitalmarketsin 1902,Mexico'saskingprice for the 1902
loan was too high.

The termsof the proposedMexicanloanwerelessanobstaclein the
United Statesbecauseno dearthof funds existedon Wall Street.There,
however,the "high rate of exchange,"as Limantour referredto the de-
preciatedpeso,prejudicedAmericaninvestmentbankersagainstissuing
Mexico the loan.

10 For detailsof theseelaboratenegotiationsseePassananti,"Conflicto", 2006.
11 Secretaria,Memoria, 1907,p. XVI.

[2 EduardoNoetzlina BanqueNationaledu Mexique,31 Octobre1902"Correspondencia
remitidaparel Comitede ParisalaDirecci6ndel BancoNacionalde Mexico enMexico", vol.
du 17 Avril 1902 au 15 Septiembre1905, Archivo Historico Banco Nacionalde Mexico (en
adelanteAHBNM).
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Thesevarying attitudesandapproachesto Mexico's proposedloan
reflecteddifferencesin the sharesof directinvestmentin Mexico heldby
Americansand Europeans.In 1902, the year in which Mexico began
contemplatingthe monetaryreform, direct American investmentin
Mexico totaledmorethan$500million, easilythelargestshareof foreign
investmentin Mexico.I3 Farbehindthe United States,andin secondpo-
sition, laggedGreatBritain, with lessthan $250 million of direct invest-
ment.I4 Althoughexactpercentagesarenotknown,duringthis eraAmeri-
cansourcesaccountedfor somewherebetween50 and65 percentof total
foreign investmentin Mexico.Is The preponderanceof Americancapital
investedin Mexicanenterprises,togetherwith the seculardeclinein the
valueofMexicancurrency,meantthatAmericancapitalistssufferedgreater
lossesthantheir Europeancounterparts,bothin termsof capitalinvested
andprofits repatriated.I6 Limantouraptly capturedhow thepeso'sfall rav-
agedAmericaninvestmentsin Mexico:

[T]he large investmentsof the moneyof citizensof the U.S. in railways,mines,
coffee plantations,smelting works, and many other enterprisesin Mexico,
exceedingin amount$500,000,000gold ... make the stability of relationship
betweenthe moneysof the two countriesof direct importanceto the U.S. The
earningof theseenterprises,remitted to American investors,have suffereda
seriousfall in gold valuewith everyfall in the valueof Mexicanmoney,andthe
principal of the investmenthassufferedin the samemanner,whenconsidered
from the standpointof convertingit back into gold.17

America'sgreatershareof direct investmentand the closelinks be-
tweenAmericaninvestorsin Mexico and New York investmenthouses,
explainwhy Wall Streetfinanciersled the call for Mexico to stabilizeits
currencysystemthroughthe adoptionof the gold standard.

AMERICAN FINANCE CAPITAL, ENRIQUECREEL,"EL PATR6NDE ORO"

Mexico, in the personof EnriqueC. Creel, confrontedthe severityand
the import of the silver crisis during a businesstrip to New York in late
1901. Creel calledon Wall Streetbankersin orderto borrow moneyfor

13 D'Olwer, "Inversiones",1998, p. 1160.
H Ibid., p. 1158.
15 For variousestimatesseeD'Olwer, "Inversiones",1998,pp. 1152-1153.
16 For an intelligent, extensivediscussionof the effects of silver's decline on American

investmentsin Mexico, seePletcher"Fall", 1958, pp. 33-55.
17 Commission,Stability, 1903,p. 40.



Thepolitics ofsilver andgold: the origins ofMexico'smonetaryreform of1905 77

his Banco Central de Mexico.IS His discussionsunderlinedthe impor-
tanceof the silver crisis.Duringa banquetgivenin his honorby the city's
alta banca, U.S. bankersnoted that Mexico's depreciatingcurrency
wreakedhavocon foreign investments.They assuredhim that if Mexico
did not adoptthe gold standard,foreign interestswould suspendfuture
investments.Thesefinanciers then presseda reluctantCreel to express
his own opinion aboutMexico's monetaryproblems.Emphasizingthat
he spokeas private individual, Creel declaredhimself in favor of gold.
Creel'sdeclarationwas noteworthy.Americansand Mexicansalike re-
gardedCreel as a key memberof Mexico's ruling establishment,the
Cientificos, and believedhis views either reflectedor could help shape
broadersentiment.

The next day Creel'ssupportof the gold standardwas leakedto the
wire services.A political frrestormeruptedin Mexico.Thecrisisfirst broke
out amongMexican mine ownersand agricultural exporters,who had
long claimedthat the silver standardwasvital to their prosperity,andthus
the prosperityof Mexico. Leadingminersandexportersmetandselected
the mining industry'spatriarch,joseLanderoy Cos,to expresstheir fears
andangerto PresidentDiaz. In the meetingLanderoy CoswarnedDiaz
that the gold standardwould spell Mexico's imminent ruin. Sensitiveto
the economicinterestsrepresentedby Landeroy Cos, Diaz reassured
him that no suchreform was being contemplated.Although Limantour
tacitly agreedwith Creel, he deemedthe momentimpolitic to defend
him, so he joined Diaz in condemningCreel'simprudentremark.Creel
recalledthe censurevividly: "El generalDiaz y aun el senorlicenciado
donjoseYves Limantourse alarmarony por conductode mi excelente
amigo, el senorlicenciadodonjoaquin D. Casasus,desaprobaronmis
ideasy me suplicaronque me callara.,,19

Onhis returnto Mexico, Creelconferredwith DiazandLimantour,
explainedhis actionsand, curiously, receivedinstructionsfrom them
to undertakea study, una propaganda,in favor of monetaryreform,
only stipulatingthathis studybepresentedaftera longperiodof prepa-
ration.20

Given the political tensionsCreel had ignited, and given that Diaz
immediatelyhadcensuredhim, why did the Presidentandhis first minis-

18 Thefollowing accountis basedlargelyon typewrittennotesof EnriqueC. Creelentitled
"La ReformaMonetaria," a copy of which the late EduardoCreel (the banker'sgrandson)
generouslyprovidedme. See also "Mexican Financial Step Impending," New ｾｲｫ Times,
January11, 1903.For a somewhatdifferent descriptionof Creel'sdinner with the New York
fmancial elite, see"AwakenedMexico," New ｾｲｫ Times, November10, 1901.

19 EnriqueCreel, "La reformamonetaria",privatearchives.
20 Ibid.
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ter only weekslater assignCreel to investigateand promotemonetary
reform? The initiative had come from Limantour who, facing several
conflicting interests,designedthe strategyandpersuadedDfaz of its ben-
efits.21 In part, the FinanceMinister took this tack to satisfyDiaz'sdesire
to silenceCreel.22 Limantouralso wantedto dissociatethe reform from
foreign interests,especiallythoseof Wall Street.23 Without questionthe
goldstandardloomedasthemostdivisive issueamongthePornrianbour-
geoisie,andthe resultsof Creel'sstudywould help serve,asall cientifico
inquiry did, to depoliticizepublic policy. Lastly this step would signal
Americanbankersandindustrialiststhat Mexico hadtakenthe first step
down the roadof fiscal probity.

On October20, 1902,Creeldeliveredhis paper,"EI patronde oro",
at the homeof the cientificoDr. Porfirio Parra.24 The Cientificosattending
the lectureheardCreel give a well-crafted,shrewdendorsementof the
gold standard,hedgedby the proviso that Mexico still neededa period
of economicevolution of ten to fifteen yearsbefore the country could
afford to discardsilver. He hadsentan abridgedversionof the paperto
formerAmericanAssistant TreasurySecretaryRobertMeikeljohn,asking
him to circulateit amongtheWall Streetcommunity;it soonappearedas
anarticle in Banker'sMagazine.Creelsuggestedthat, beforeMexico could
adoptthe gold standard,

it will be necessarythat otherdevelopmentsshouldtakeplace.Developments
in agriculture,so that the price of comandwheatmaybe lower; developments
in railroads,soasto havelower ratesto theminingcamps;mechanicaldevelop-
ments,so asto havemodemmachinery;developmentsin coal andoil, so asto
havecheappower andotheradvantages;andbesides,other improvements,so
that the loss in wages,whenpaid in gold, may be compensatedby or counter-
balancedwith lower ratesof freight, less expensein mining on accountof
machinery,lessexpensein treatmentand smeltingof the oresand also lower

21 Limantourrecalledthat"it wasno easymatterto awakenpublic interestwithout running
the risk of seriouslyunsettlingpeople'sminds andof working harm to importantand sacred
interests,without any countervailingadvantage."Limantour, Monetary, 1904, p. 2.

22 An Americanadviserto the Mexican Government,CharlesConant,rememberedthat
"PresidentDfaz wasat first reluctantto takeup so far-reachinga subject,feeling that the many
constructivemeasureswhich he hadcarriedout for the benefitof his countryentitledhim to a
certaindegreeofreposein his decliningyears;butwasfinally persuadedby Minister Limantour
andMr. EnriqueC. Creelto takethe initial steps."AlthoughConantslightedthe interest-group
andideologicalresistanceto the reform, which largely accountedfor Dfaz'sinitial opposition,
his statementcorrectlyemphasizesLimantour'sandCreel'sleadershipin the reform aswell as
Dfaz's reluctance.Conant,History, 1927, p. 487n.

23 Despitehis efforts, the reform wascriticized asa conspiracyof MexicanandAmerican
bankers.

24 Creel, "Patron", 1902.
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wageson accountof the low price of com and wheatand the increasein the
purchasingpower of the gold currencyas regardsfood, clothing and other
commodities.25

He concludedthat

the evolutionin favor of gold hasstartedin Mexico. Every year it will advance
moreandmore... I mustsay,however,that the countryis not ready.It would be
a very greatmistaketo make an experimentnow, becauseI fear that failure
would follow, and it would delay for many yearsthe bettermentas regardsthe
currencyof the country, which otherwisewill come in a naturalway, perhaps
after twelve or fifteen years,more or less.If we havethe good luck to increase
our ratio of prosperityand to havethe goodsoundGovernmentwhich is help-
ing Mexico in suchanimportantandbeneficialway it may comesooner.25

Throughoutthe version written for the American audience,Creel
complainedthat Mexico'ssituationwas not well understoodby foreign-
ers who were clamoringfor Mexico to adoptthe gold standard.For ex-
ample, Creel believedthe Mexican bankingsystemenjoyedprosperity
underthe silver standard,but addedthat this "real condition is not well
understoodby businessmen who favor the gold standard,and there is
alsoa prejudiceagainstsilver so thataltogetherthe credit ofthe Mexican
banksin gold countriesis not ashigh asit shouldbe, takinginto consider-
ation the cleanandsplendidrecordof the Mexicanbanks,andthe sound
moralcharacterof thebusinesscommunity.,,27With thispropagandaCreel
(and Limantour) soughtto still the Americanvoicesthat urgedcurrency
reform. Theypromisedthat the gold standardstoodin the offing, warned
thatits immediateadoptionwouldwrecktheMexicaneconomy,andcom-
plainedthat the strengthof Mexicaneconomywas underestimated.

As Creellater recalled,his "EI patronde oro" did not assuageimpa-
tient Americaninvestors.28 Shortly after his speechAmericancapitalists
flooded Limantour with demandsthat gold be adoptedforthwith. One
New York banker,GeorgeCook, had written to both Limantour and
PresidentDiaz, volunteeringhis own planby which Mexico might go on
the gold standard,and offering to underwritea $25 million loan to ac-
complishthetransition.29 This effortby Cook,like anearlieronein which

25 Creel, "Silver", 1902, p. 679.
26 Ibid., p. 681.
27 Ibid., p. 680.
28 EnriqueCreel, "La reformamonetaria",private archives.
29 GeorgeCook to Porfirio Diaz, September27, 1902, Colecci6nGeneralPorfrrio Diaz

(CGPD), leg. 27, mim. 011695.
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he personallyspoketo Dfaz about the gold standard,was to no avail.
Numerousother unsolicitedcurrencyproposalsbesiegedDfaz and
Limantour.3o

By earlyNovember1902 Mexico'sfinancial situationhadworsened.
Creel'spropagandaeffort hadfailed; Americancapitalhadsteppedup
demandsthat Mexico adoptgold; tight Europeancapitalmarketsper-
sisted;silver pricesplummeted,sufferingtheir greatestmonthly lossin
history. Still the domesticpolitical price of the gold standardseemed
too dear. PresidentDfaz remainedreluctantto move againstthe com-
binedoppositionof mining andagriculturalinterests.3l Limantourhim-
selfwasunwilling to assumeresponsibilityfor initiating the battIe,espe-
cially at a time when he was alreadyin the midst of a political fight
againsta group of anti-Cientificos(looselyassociatedwith Secretaryof
War BernardoReyes),who were attemptingto drive a wedgebetween
the Cientificosand Dfaz.32 Limantour feared that the so-calledreyistas
would exploit the silver issuefor political ends.In early December,the
NewYtlrk Timescarrieda front pagestoryaboutthe monetarycrisis. The
paperreportedthat

the silver questioncontinuesto be oneof the greattopics of public discussion.
It is now certainthat the silver minersand the farming classeswill makecom-
mon causeagainstthe adoptionof the gold standard.The Miners arguethat
silver mines in gold standardcountrieswill have to shut down at the present
price of silver, while Mexicanminescannotcontinueto be operated,also that
silvermining andagriculturalinterestshavemoreclaim on the protectionof the
Governmentthanrailroadsor merchants.Meantimeall pridesarebeingraised,

•

30 Themostcuriousproposal,perhaps,camefrom oneLuis Bananieckiin a letterdated28
August, 1902. Bananiecki,writing from Blumenau,Sudbrazil,urged PresidentDiaz to intro-
duce the monetaryreform of a businessman,Silvio Gesell.Gesell'splan would "preservethe
independenceof Mexico and of its government"from "las permanentesintrigas del Union
norteamericanoconsupresidenteRooseveldt[sic)." Diaz did notrespondto Bananiecki'soffer.
CGPD leg. 27, num. 011520.

31 Creel recalledthat "La opinion publicade Mexico, seguiafavoreciendoel sistemade
libre acunacion.La oposicionde los minerospesabamucho en el animo del senorgeneral
Diaz," EnriqueCreel, "La reformamonetaria",private archives.

32 The reyistashadaccusedLimantourof attemptingto promotehimselfasthe nextpresi-
dentof Mexico. For generalaccountsof this courtintrigueseeBryan, "Mexican", 1969,pp. 97-
109, andLuna, Carrera, 1975,pp. 68-71. Reyes'efforts to sabotageLirnantourdid not endwith
his resignationasSecretaryofWar in Decemberof 1902.DuringLimantour'strip to Europethe
following summer,ReyessentDiaz anarticleentitled"The NextPresidentof Mexico," from the
New York monthly, Success.The article'ssubject,of course,was Limantour. Reyeshadkindly
provideda Spanishtranslationfor Diaz'sperusal.SeeB. Reyesal GeneralDiaz,july 23, 1903,
CGPD, leg. 28, num. 009113.For a revealingseriesof exchangesbetweenDiaz andReyesabout
the cientificosin generalandLimantourspecificallyduring the summerof 1903,seethe Reyes
Collectionat CONDUMEX, carpeta35, leg. 6818-6827.
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andthereis muchanxietyfelt amongthe middle classes,especiallywageearn-
ers and salariedmen.33

The rumors that the declining value of silver was causingboth an
economiccrisis andan political opportunityfor associatedwith General
Reyesto explOit continuedto fester.During early 1903,oneof the confi-
dentialagentssentto New York by Limantour,Emeteriode la Garzawas
askedanddeniedthat.

TEMPORARYSOLUfIONS

The 1902silver crisis not only createdpolitical tension,anddamagedthe
short-termprospectsof obtaining the public-works loan authorizedthe
previousJune,but also threw into doubt the viability of the Cientificoi
generaleconomicprogram.With the continuedfall in silver, federalrev-
enues,collectedin speciewereincreasinglyinadequateto serviceMexico's
largely gold-denominatedforeign debt. Absenta dramatic recovery,
shrinking governmentreservesmay soonhave forced Mexico to delay
debtservice.Limantourunderstoodfurther that, given silver'svolatility,
any governmentdumpingof silver on the world marketwould causeits
price to plummet further. Limantour moved to meet theseshort-term
exigencies.He also tried a more tangible measure,given that Creel's
trial balloonhadburst, to placateAmericaninvestors.

This effort soughtto relieve the injury to the group of Americanin-
vestorsmost damagedby silver's fall, the owners of the railroads.
Limantourpermittedthemto raisetheir freight rates.34 The rail industry,
largely foreign (and this mainly American) owned,sufferedthrice from
the effectsof the falling peso.First, by dint of their needto purchasemost
of their capital goodsabroad(and the railways perforcehadlarge fixed
costs),railroadcompaniesmadesubstantialpurchaseswith an underval-
uedcurrency.Second,whenprofitswereremitted,a portionof theirvalue
waslost.3s Third, the principalof the investmentsthemselves,duein part

33 New JVrk Times,December13, 1902,p. 1.
34 In 1902,it wasestimatedthatmorethanthree-fifthsof Americaninvestmentin Mexico,

more than$330million, was in railroads.SeeD'Olwer, "Inversiones",1955,p. 1160.
35 As Coatsworthhasargued:"[lIt seemsclear,therefore,thatthedepreciationin Mexico's

silver currencywhich acceleratedduring the 1890sdid not resultin compensatingadjustments
in railroadtariffs sufficient to raiserevenuesearnedper ton kilometer. In contrastto the rapid
depreciationof thepeso,railroadrevenuespertonkilometer,in bothcurrentanddeflatedpesos,
remainedremarkablysteady.With a majorsourceof their inputsandmostof their stockholders
locatedabroad,chiefly in theUnitedStatesandGreatBritain, Mexicanrailroadscompanieshad
to meetrising foreign currencyexpensesoutof constantpesoearningsperunit of service.Most
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to the low profitability causedby the high exchangerates,did not appre-
ciateaccordingly.Hadrailroadfreight rateskeptpacewith the rising ex-
changerate and increasedcosts,investorsmight have toleratedsilver's
decline.36 But suchhadnot beenthe case.

Throughoutthe Porfiriato, the Mexican governmenthad imposed
ceilings on the ratesthat railroadscould chargeshippers.Given the ex-
port-drivenmodelof economicgrowth, freight rate limits taxedrailroad
companiesand subsidizedexport shippers.Theserates,especiallyafter
1898(whenthegovernmentcreatedaspecialTariff Commissionweighted
toward the interestof shippers),were increasinglyinadequateto over-
comerising costs.3? In October1902,LimantourdirectedtheTariff Com-
missionto permitfreight ratesto beincreasedby fifteen percentwhenthe
peso-dollarexchangerate exceeded$2.20.38 At this point, Limantour
hadconcededtoo little, too late; Americaninvestorsdemandedan eco-
nomic environmentthatguaranteedstability andpredictability,not one
in which profits dependedon the discretionof a sometimessympathetic
fmanceminister.At the turn of the century,the internationalinstitutional
arrangementthatseemedbestsuitedto insurestabilityandpredictability
for capital investmentswas the gold standard.

Next, on October29 1902, the FinanceMinister addresseda confi-
dential communiqueto the Banco Nacional de Mexico. Limantour re-
questedthe Banco to begin selling daily on the London market small
quantitiesof governmentsilver (from 50 to 100000 ounces),applyingthe
revenuefrom thesesalestowardthe foreign debtcouponsdueDecember
15, 1902. The purposeof this action was to convertsilver revenueinto
gold without further loweringsilver'squotation.39 A monthlater, in early
December,Limantourstipulatedthatthesesalesbe transactedonly when
the price of silver hadrisen1/16penceover the quotationof theprevious

companiessufferedsignificantpressureson their profit margins,which neitherthe diminishing
sympathyof the governmentnor their own transitorypoolingarrangementssufficedto abate."
Coatsworth,Growth, 1981,p. 93.

36 This is the point Casasusarguedduring the subsequentdeliberationsof the monetary
commission:"The land transportationbusiness,would, if it hadbeenable,haveprotectedits
interests,asall theproducershavedone,by increasingits tariff rates;but it hasnot beenableto
adopta protectivepolicy of thatnature,becauseall therailroadcorporationsin the countryare
subject,by virtue of their concessions,to definite freight andpassengerrateswhich they cannot
put uE at their pleasure."Casasus,Reforma,1905,p. 214.

Coatswortharguesthat "[i]ncreasedformal representationof shippinginterestsin the
determinationof railroad tariffs [after 1898] may help explain why railroadrevenuesper ton
kilometer declinedsharply in 1901-1902and failed to return to previouslevels thereafter,"
Coatsworth,Growth, 1981,p. 45.

38 ViolJet, Prohteme,1907, p. 82.
39 Limantour al BancoNacionalde Mexico. AHBNM, Cartasde Haciendaal banco,enero

1897 a junio 1904,nlim. 59, 29 de octubrede 1902.
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day. Limantourwasattemptingto effecta rise in the price of silver, or at
leastto protectsilver from further drops.Apparentlythis strategycould
not producethe immediateconsequencesdesired;neverthelessMexico
persistedin the policy for the nextyear.40

A second,relatedproblemconfrontedLimantour.Thedecliningprice
of silver meantthat the tariff revenuesreceivedin silver would be worth
lessandlessin gold. And sincethe debtwaspayablein gold, this stateof
affairs presageda fiscal crisis. To compensatefor the depreciationof sil-
ver, Limantourin Novemberof 1902deviseda sliding tariff schedulethat
basedtariff rateson a fixed gold amountregardlessof silver'sprice. Such
a schedulehadbeenusedin otherLatin Americancountriesduring the
1890sto addressfiscal problemsof inflationarycurrency.Limantourcon-
cededthat the new tariff policy would prejudiceimports: "The Govern-
ment of Mexico, compelledby the necessityof preservinga sufficient
revenuefor meetingits gold obligationsabroad,hasplacedthe import
tariff itself upon a sliding scale,which will increasethe burdenof the
silver chargesuponmerchandiseimportedfrom gold countries.,,41

THE DECISIONTO CALL A MONETARY COMMISSION

Given the inability of the varioustemporarysolutionsto relievethe pres-
sureon the Mexican treasury,and given the apparentlypermanentde-
cline (and instability) in the price of silver bullion, in late 1902 Finance
Minister Limantourmovedto addressthe problemsmoreradically. First
he senta confidential mission, led by Enrique Creel to New York and
Washington,D.C., to discusswith U.S. officials, bankers,andrepresenta-
tives of ASARCO a plan to call for monetaryreform in Chinaas a way to
addressthe severeperturbationsupsettingthe world silver market.The
internationalinitiative hada cleareconomicgoal of helpingto shoreup
the price of silver.42 However, the plan also servedpolitical purposes-to
showMexico'smining sectorthatthe governmentwasworking onbehalf
of silver interestsandto portraythe Mexicangovernmentas the initiator
in animportantinternationalendeavor.43 For thatreasonLimantour,who

40 AHBNM, La correspondenciade direcciony consejeroscon sucuralesy con autoridades
del gobierno,1894-1915,num. 18, ManuelPeredaal senordonJoseIves Limantour, 1 y 2 de
diciembrede 1902, and GustavoStruck al Limantour, 3 de diciembrede 1902. Seevarious
lettersin mim. 18 regardingthis policy.

41 Limantour, Stability, 1903,p. 40.
42 SeeLimantour'sinstructionsto EnriqueCreelandEmeteriode la Garza,j.Y. Limantour

al senordiputadodonEnriqueC. Creel,Mexico, 29 de diciembrede 1902,Arcbivo Hist6rico,
Secretariade RelacionesExteriores(AHSRE), leg. 43, expo 2.

43 This initiative is closelyanalyzedin Passananti,"Acting".
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otherwiseoperatedin completesecrecy,publicizedvarious documents
regardingthe internationaleffort, all of which emphasizedMexico'slead
in the movementfor internationalmonetaryreform.44 Moreover, in the
summerof 1903,whenMexicancommissionerstraveledto Europein an
effort to persuadeEuropeangovernmentsto supportcommon,collective
actionin China,Limantoursoughtto leveragethe prestigeof thosemeet-
ings to reducedomesticpolitical tensionand softenpublic opinion to-
ward the monetaryreform.45

On February4, 1903,havinglearnedthat the U.S. would cooperate
with Mexico in aneffort to call for monetaryreformin China.Limantour
establishedadomesticcommissionto undertakea studyof Mexico'smon-
etaryproblemsandrecommendsolutions.Historianshavegenerallytaken
at facevalueLimantour'sgiven reasonfor convokingthe monetarycom-
missionand thus have missedan opportunity to explore the natureof
Porfirian politics. The late Mexican economichistorian, Fernando
Rosenzweig,believedthat the commission'sformation reflectedthe fact
that the government"en realidad,aunno se teniauna ideaclarasobre
como proceder."46A lessnaive interpretationof the commissioncame
from JohnTutino, who chargedthat Limantourstackedthe commission
to assure"that the final recommendationwould be a shift to the gold
standard."47Both Rosenzweigand Tutino ignore the political calculus
involved in Limantour'sdecision.A contemporaryof Limantour, the
FrencheconomistAndre-E. Sayous,believedthat the finance minister,
"ne de desire que masquerson semi-absolutismevis-a.-vis du president
Diaz, toujoursjaloux, et de sesrivaux, commeM. Joaquin Casaslis. II
tient egalementa. sepreparerdesexcusesencasd'insucces.,,48Thepoliti-
cal purposeof the commissionwas at leastpartially graspedby Enrique
Canudas,who believedthat "Limantour quiso darlea la reforma todala
aparienciade una medidademocnitica,y paraello creo unaComision
MonetariaNacional[...JEn realidad,la decisionde la reformahabiasido
adoptadadesde1902-1903."49Canudascorrectly datedthe decisionto
adoptthe gold-exchangestandardin 1902,but was the commissioncre-

44 Theseremarkabledocumentscanbe found in Diario Ｐｦｩ｣ｩ｡ｾ t. LXIV, nWn. 26, pp. 401-
405,viernes30deenero1903,aswell asthecientifico-dominatedEconomistaMexicano,suplemento
al nWn. 18 del tomoxxxv.

45 Limantour'sletter to Diaz, August28, 1903from Paris,CGPD, leg. 012558-012560,is of
specialinterest,but all Limantour's correspondencefrom Europeduring the summerof 1903
reflectedhis concernwith retainingDiaz's supportfor the reformas well as endeavoringto
showhis good will toward the silver industry. Limantour, Reftrma,1905,p. 2.

46 Cosio, Historia, 1955,vol. II, p. 872.
47 Tutino, Insurrection, 1986, pp. 333-334.
48 Sayans,"Reforme", 1904,p. 136.
49 Canudas,Mixico, 1980, p. 428.
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atedin order to give the reform unaaparienciademocnitica?While ap-
parentdemocracywas a respectedand observedtradition in Mexican
politics, it hadbeendeployedin elections,not public policy. In the latter
realm,"objective" socialsciencereigned.Theweaknessof the Cientificoi
ruling legitimacy,or if you like, ideologicalhegemony,sprangfrom their
inability to persuadeMexicansthat their public policy wasindeedobjec-
tively beneficial.For thesereasons,the creationof a commissionto inves-
tigateandrecommendcrucialpublic policy wasimportantanddemands
fuller explanation.

Political considerationsclearly promptedLimantour to createthe
monetarycommission.Since the Reform era (1850s),no Mexican gov-
ernmenthadembarkedon sucha divisive public policy as the gold stan-
dard. PresidentDiaz himself remaineda reluctantconvert to its adop-
tion, anda lengthyreview processwould providemoretime to convince
him of its merits.Second,giventhe divisivenessof the reform,Limantour
wantedto spreadthe responsibilityamongother importantmembersof
the Porfirian upperclass.EnriqueCreelrecalledthat "la responsibilidad
para el senor Limantour era muy grande.Necesitabael apoyo de
respetablesagrupacionescientificas paracompartir responsibilidadesy
sobretodo parareunir elementosde convicciony de acierto [...] con ese
objetoorganizola ComisionMonetaria."50 In this sense,Tutino is right in
saying that Limantour "selectedthe memberscarefully, guaranteeinga
majority tied to the government,the railroads,the banksandotherswith
large foreign obligations."51But contraTutino, Limantour selectedthe
membersnot in orderto insurea favorablerecommendation,but rather
to createsolidarity amongthe upperbourgeoisie.In a letter to Creeljust
daysafter Limantour announcedthe creationof the commission,the fi-
nanceministerexplainedthat, "estimomuy util quelas personasquepor
suinteligencia0 posicionsocialrepresentangrandesinteresesnacionales,
palpentodaslas dificultadesdel problemaque, sin duda,pondnide re-
lieve la discusion,y asuman,a la vez, ciertaresponsabilidadmoral en la
manifestacionpublicay serenade susopinionespersonales."52

Thecommissionalsoservedto makethe reformappearthatthemon-
etary reform emanatedfrom Mexico and not from New York. Perhaps
more importantly, Limantour desiredthat the new standardnot appear
to havebeendictatedby the government(especiallythe finance minis-
try), but to haveariseninsteadfrom thescientificinvestigationsof a larger

50 EnriqueCreel, "La reformamonetaria",privatearchives.
51 Tutino, Insurrection, 1986, p. 333.
52JoseYvesLimantourto EnriqueC. Creel,February10, 1903,ArchivoJoseY. Limantour

(AjYL).
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independentbody. Here was the political methodof the Cientificos: to
make politics appear,becauseof its allegedscientific basis,beyondthe
pale of public debate,of public choice.53

In addition, by including Landeroy Cos as the mining industry's
representative,Limantour brought the most outspokenand influential
critic of the gold standardwithin the decision-makingprocess.Neithera
tokengesturenor a sop,Landeroy Cos' appointmentwas calculatedto
reduceintra-eliteconflict andpermithim to participatein policy modifi-
cationsthat would lessenthe damagecausedto mining. Still, Limantour
gavethe commissiononly a modicumof autonomy.In advancehe had
drawnup the questionsthat the commissionwould investigateand had
chosenwhich memberssaton eachsubcommittee.The commission'sul-
timaterecommendationscloselyfollowedAmericanadvice,differing with
it only on a point of moderateimportance.

u.s.FINANCIAL ADVISERSIN MEXICO

Not surprisingly, the Mexican government didnot publicize its confer-
enceswith the Americanfinancial experts.During their weekin Mexico
in mid-March1903,CharlesConant,JerimiahJenks(Professorof Political
Economyat Cornell andEdwin Kemmerer'smentor)andEdwardBrush
(a directorof ASARCO) wereequallytight-lippedaboutthe agendapursued
andadvicegiven. The focus of the meetingswas to discussthe meansby
which Mexico would adoptthe gold standard;to designa coordinated
plan for the upcominginternationalcurrencyconferences;and to reach
agreementwith ASARCO in orderto regulatethe world supplyof silver.54

Arguablythemostcritical item on theagendawasthefirst, namelyto
discussthe meansby which Mexico would adoptthe gold standard.This
taskwaspartly technical,partly political. The Americanadvisersurged
adoptionof the new standardto stabilizethe value of the Mexicanpeso
in relationto theworld'smajorcurrencies.Theyspecificallyrecommended
that Mexico fix the peso'sexchangerateat 50 centsU.S. gold, a rate that
wouldfacilitatecommercialtransactionsbetweenthetwo countries.Given

53 Yet, as notedabove,the preparationof public opinion was an importantaspectof the
cientff'icos' leadership.Limantouracknowledgedasmuchin his 'exposede motifs,' that intro-
ducedthe monetaryreform bill to the MexicanCongress.He wrote, "the noteworthywork
done both by the Mexican Commissionon InternationalExchangeand by the Monetary
Commissionwhich metat this capital,servedto preparepublic opinion." Limantour,RejiJrma,
1905, f' 2.

5 Thesemeetingsare consideredin greatdetail in my essay"Acting Globally, Thinking
Locally."



Thepoliticsofsilverandgold: the originsofMexico'smonetaryreform of1905 87

that Mexico long enjoyeda positive balanceof trade with the United
Statesandthata majority of its tradewaswith America,the rate,denomi-
natedin light of the dollar, wasa boonnot a concession.In additionto its
salutaryeffect upon commerce,a leadingschool of economicthought
held that stable exchangeratesbest promotedthe economicdevelop-
ment of undevelopedcountries.Stableexchangerates assuredinterna-
tional capitaliststhattheir investmentswould not suffer lossesdueto do-
mesticinflation. This approachrequiredthat a nation's(here,Mexico's)
circulatingcurrencybe limited, and that thatcirculationbearcloserela-
tion to the nation'sgold reserves.In this way the gold standardshielded
the Mexicancurrencyagainstfluctuationsin the price of silver.

But the gold standarddid more. Its traditional purposewas to pre-
venta countryfrom expandingits moneysupply,which causedinflation,
the creditor'shistoric enemy.A limit on the moneysupplymadeinvest-
mentsmore secure.Credit now could be expandedonly by increasing
the gold reserves.And a nation'sgold reservescouldbeenlargedthrough
only threemethods:increasedproductionof gold, a favorablebalanceof
tradeor newinfusionsof foreign capital.Sincegold productionandtrade
surplusescould only be manipulatedat the margins, the burdenof in-
creasingthe money supply fell, in the short run, on thosewho could
attractforeign loans.In this scenario,effective control of the moneysup-
ply passedto foreign lenders.

Theoretically,sucha tight moneysupplypromisedslowershorHerm
economicgrowth, lessvolatility, andperhaps,fewerbankruptcies.Arthur
Bloomfield madethe moregeneralpoint that in the period 1880-1914,

a period generallycharacterizedby strongsecularexpansionistforces, restric-
tive creditpolicies,to the degreethattheywereeffective,servedperhapsmainly
to slow down or temporarily to halt the rate of expansionin the countries
concerned,ratherthan to involve an absolutedeflation of incomesandprices.
To the extent that periodsof sharp deflationarypressuresdid occur in indi-
vidual countries,they appearto have taken place more frequently under the
impactof world-wide depressionsratherthanunderthe influenceof restrictive
credit policies associatedwith the needfor maintainingconvertibility.55

Along with thesebenefits,this strategycarrieda numberof potential
costs,all of which befell Mexico in the wake of the 1907 international
recession.First, toward the endof the expansionof a businesscycle for-
eignbankerspossessedsurpluscapitalthatsufferedfalling interestratesat
home. Attractedby higher foreign interestrates,stableexchangerates,

55 Bloomfield, Monetary, 1959,p. 44.
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andhealthyinternationaltrade,thesecapitalistsoftenoverextendedloans
to developingcountries.Thegoldstandard,by stabilizingexchangerates,
reducedoncesourceof risk while leavingothersuntouched,therebyper-
hapsencouragedotherwiserisky ventures.Whenthebusinesscycleturned
downwardand internationaltradeand capital marketsshrank,the bor-
rowing countrieswereleft with hefty loansandfew meansof repayment.
This occurredin Mexico in 1907,astreatedmore fully below. Second,a
moneysupply fixed to gold reservestied Mexico's handsat time came
when the governmentmight have adoptedmonetarypolicies to lessen
the effectsof the crisis.

Mexico's free coinageof silver hadassuredsilver minersof a ready
marketfor their product,and the depreciatingcurrencyhadservedpro-
tectionistpurposeswithout the needfor burdensomelegislation.A stable
pesodemandedthat the governmentintervene,close the mints, and ac-
tively regulatethe monetarysupply.Hereeconomicsciencebuttedheads
with formidable social constituencies,and the American adviserspro-
vided a sophisticateddefenseof the gold-exchangestandard.

Proponentsof the reform hadto respondto the criticismsof two seg-
mentsof the Mexicanbourgeoisie,silver minersopposedto the closing
of the mints and exportershostile to a stabilizedexchangerate.56 Over
the courseof the previousgenerationbothgroupshaddevisedelaborate
argumentsin defenseof silver. Thus,the reform'sopponentspossesseda
coherentideology, with roots deepin the Porfirian past, that seemedto
accountfor Mexico's unprecedentedeconomicgrowth. The miners'ar-
gumentcouldbe dispensedwith moreeasilythanthatof the agricultural
exportersbecauseit restedon whatmightbe calleda "proto-leadingsec-
tor" analysisof silver's place in the Mexican economy.The miners ar-
guedthat the silver industryhad alwaysbeen,and continuedto be, the
basisof Mexico'sprosperity.Othereconomicsectors,theyclaimed,pros-
peredonly to the extentthat silver prospered.JoseLanderoy Cos, ex-
emplified this argument:

[L]o que constituyeparaMexico el beneficio de dichasminas, no son esas
utilidadesmas0 menosproblematicas,sino el trabajoquedana buenosjomales
en una porcion numerosade sus habitantes,el movimiento de efectosque
producen,y el fuerte consumoque las empresas,y los empleadosy operarios
hacende los frutos de la agriculturay de los productosde la industria de
nuestropais.Visitenselos mineralesflorecientesy senotaraenelIosmovimiento

56 In a sensethedivisionbetweenminersandagriculturalistsis overdrawn;thesameperson
oftenownedbothminesandhaciendas.
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y vida, y consumoabundantede los efectostodos, que no se encuentranen
ciudadesno minerasde doble poblacion.Si esoscentrosminerosson heridos
de unamaneragrave,algunoscomo Guanajuatoy Zacatecaspor su decadencia
presente,seranheridosde muerte;sufrirancon ellos en mayora menorescala
todoslosotrosramosdelariquezapublica,la agricultura,la industria,el comercio
y los ferrocarriles,y muy especialmentela masadel pueblo trabajador.57

Landeroy Cosalsoclaimedthatif Mexico abandonedthesilver stan-
dard,it would weakenthe remainingsilver-currencynations'will to resist
the gold standard,therebyfurther depressingthe world demandfor sil-
ver. Finally, to underscorethe centrality of silver productionto the
economy,the minersstressedthat silver still accountedfor forty percent
of export revenue.

Despitetheir passion,their appealto history,andtheir political links,
the silver owners'argumentsufferedtoo muchfrom self-interest.58 Gold
advocates,while admitting that silver'sshareof exportswas large,noted
thatit hadbeendecliningfor decades.Thebasisof Mexico'sfuture pros-
perity, they insisted,lay in other economicsectors.This analysisin fact
datedfrom the mid-1880s,when the Mexican governmentfirst studied
how the decliningprice of silver affectedvarioussectorsof the economy.
The study concludedthat though silver depreciationdamagedmining
profits, it spurredotherenterprises.59 Severalyearslater, in the midst of
anothersilver crisis, a similar argumentwasmadeby the British General
Consul in Mexico, Lionel Carden.Cardenspeculatedthat the falling
price of silver (and the peso)would eventuallyproducea morebalanced
Mexican economyin which agriculturalpropertieswould attractan in-
creasingshareof foreign investment,and in turn producean increasing
shareof export revenueandnationalproduct.60

Here was the more compellingapologiafor the silver standard,and
it drew the attentionof the Americanadvisers.How could one denythat
Mexico had enjoyedeconomicgrowth over the past twenty yearsand
thatthe depreciatingcurrencyhadplayeda majorrole by stimulatingthe

57JoseLanderoy Cos, "Observacionesal dictamende la Comision de Credito de la
SociedadAgricola respectoii la adopciondel patronde oro", 4 de marzode 1903, Opiniones,
1903,f; 28.

5 In fact, doubtshavebeenraisedrecentlyovertheimportance ofthesilver industryfor the
generalhealthof the Mexicaneconomydatingfrom at leastthe Bourbonperiod.

S9 SeehereSecretaria,Crisis, 1886,a collectionof studies,commissionedby the Mexican
government,which examinedthe effectsof the first decadeof falling silver priceson Mexico's
economy.Someof theprincipalactorsin Mexico'sadoptionof thegoldstandard,e.g.,Limantour
andCasasus,first becameinvolved with the problemat this time.

60 Carden,Report, 1893
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exportsector?Theagriculturalexportersbroadenedtheirappealbypoint-
ing to Mexico's early industrial process,during which they arguedthat
the depreciatingpesohad nurturedMexico's infant industries.For ex-
ample,PedroM. Gorozpe,writing to the editor of La Semanaｍ･ｲ｣｡ｮｴｩｾ
cautionedthat if the gold standardwere adopted,"la industriaresentiria
perjuicios,porqueesnotorioqueporlabajadela plata,haido enaumento
el niimerodefabricasdetejidosdealgodonqueexistenenla republica."61
In other words, the falling pesopromotedindustry and subsidizedex-
portswithout the internationalfriction of high tariffs or the fiscal burden
of bounties.

ExportersclaimedthatprotectionismhadproducedMexico'sexport-
driveneconomicgrowth;theAmericanadviserscounteredthatthisgrowth
was more apparentthan real. They challengedthe assertionthat Mexi-
can exportshad grown significantly in the pastdecade.They admitted
thata depreciatingcurrencypromotes"certaintemporarybenefits[...] in
extendinganddevelopingthe tradeof theexportcountry."Yet theyraised
doubtsabout"whetherthe continuousdepreciationof the standardmay
not reacha point which will soonresultin the surrenderof a givenquan-
tity of domesticgoodsto foreign purchasesin exchangefor a continu-
ously decliningquantityof foreign goods."62In anessaysubmittedto the
MexicanMonetaryCommission,Conant,JenksandBrushchargedthat
Mexico'sexport-driveneconomicgrowthwasan illusion createdby cal-
culating the value of exportswith inflated currency.The basisof their
assertionwas an analysisof the growth of the export sector.Adopting
whateconomiststodaytermgrowthin real,or deflatedterms,the Ameri-
cansarguedthat the valueof Mexico'sexportsgrew, in the decade1892-
1902,at the modestannualrateof two percent.63 This argumentwasinflu-
ential;Limantourlaterusedit in theexplanatorystatementaccompanying
the gold-exchangestandardbill he sent to the Mexican legislaturein
November1904.Limantourobservedthat"the gold valueof our exports,
which in 1891-1892was $63000000, rose only to $77000000 in 1900-
1901, the increasebeingbarelyfrom 20 to 22 percenl" And sinceit was
during this ten-yearperiod that "our exportshave evincedthe slowest
progressiverate of growth," he concludedthat "it is necessaryto admit
that the depreciationof the currencycannothaveexerciseda very deci-
sive influencein the encouragementof exportindustries."64

61 Pedro M. Gorozpeal senordon EveradoEgewisch,22 de diciembre de 1902, en
Opiniones,1903, p. 3.

62 Ibid., p. 431.
63 Conant,Jenksy Brush, "Influence", 1903, p. 432.
64 Limantour, Monetary, 1904,p. 4.
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A final aspectof the meetingsbetweenthe Mexican officials and
theirU.S. advisersdeservesmentionandcomment.During the meetings,
Mexicanofficials andEdwardBrushof ASARCO discusseda secretpactto
control the world silver market. This abortedaccordhas remainedthe
mostreconditeaspectof the monetaryreform. ASARCO and the Mexican
governmentagreedthat

the value of silver is regulatedby the surplusdeliveredto the Londonmarket,
amountingto about 100 000 000ouncesper annum.Combinedproductionof
the AmericanSmeltingand Refining Companyand suchsilver productionin
Mexico ascanbe controlledfor saleby the MexicanGovernmentwill certainly
equal100000 000 ounces,andthe sellingofthe sameshouldbeso regulatedas
to maintaina comparativelysteadyvalue.65

Behindeuphemismslike "combinedproduction,""selling shouldbe
so regulated,"and"maintaina comparativelysteadyvalue" loomedthe
darkerimageof a clandestineinternationalsilver trust,withholdingprod-
uct, fixing price, and enjoying monopolyprofit. Yet the dark portrait is
not apt. Both Mexico andASARCO understoodthatan immodestscarcity
of silver on the Londonmarketwould createa temporarilyhigh price for
the metal, which would inducemarginalproducersto reenterthe field.
The long-runeffect would be more silver, lower prices,increasedinsta-
bility, andlower profits. Mexico and Asarco'sgoalswere more modest.
Theywanteda slightincreasein thepriceof silverandlong-termstability.
Nevertheless,it seemsthat the two partiesfailed to reacha final agree-
menton this decision.In the follOwing year (1904),when Limantourin-
troducedthe monetaryreform bill to Congress,he felt it necessaryto
deny that any attemptto raise or artificially fix the price of silver had
beenmade.He declaredthat,

65 Enclosureof EdwardBrush, March 15, 1903, Mexico, entitled"Method for procuring
internationalco-operationand. [siq Reasonstherefore",withinJeremiahJenksto Secretaryof
StateJohnHay, April 11, 1903,NationalArchivesStateDeparmentRecordGroup (NASDRG) 37
(miscellaneousletters).Seealsotheremarkablycandidpublishedreportby theUS Commission
on InternationalExchange,in whichit informedSecretaryofStateJohnHaythat"therearesold
on the London marketannuallyabout100000 000ounces[of silver], this market, of course,
fIXing the price for the world. Somefour greatorganizationsof smeltersand rermersin the
UnitedStateshaveat their dispositionfrom 70000000 to 75000000ouncesa year,produced
in the UnitedStatesandMexico. Theamountsoldby Mexico, exclusiveof herproductsoldby
the above-namedsmelters,amountsto from 25 000 000to 30 000 000ouncesperyear.These
establishmentsareall workingmorelessin harmony,andit is likely thatwithin anotheryearthe
selling of from 100000 000to 110000000 ouncesperyearwill be practicallyhandledby one
establishment.»U.S. Commission,Stability, 1903,p. 30.
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at one time, it is true, therewas sometalk of curtailing the outputof silver in
orderto increasethe demand;but Mexico would havebeenthe last countryto
countenancesuchan idea, for the reason,amongothers,that sheis the largest
producerof silver andthat the winning of thatmetalfrom hersoil is intimately
bound up with the winning of othermetalswhich constitutea sourceof great
wealth to the nation. Certainnegotiationsconductedlastyearby the Commis-
sion on InternationalExchanged,which the governmentsentto Europe,must
not be confusedwith the projectjust alluded to.66

Despiteany evidencethat pact was consummated,it is interesting
andsignificantneverthelessthatsuchan arrangementbetweena private
internationaltrust, ASARCO, and a sovereigngovernmentwas seriously
discussedand considered.

THE MEXICAN REVOLUITON

Two interpretationsof theMexicanRevolutionby theU.S.historiansJohn
Hart andJohnTutino, assertthat the MexicanMonetaryReformof 1905
helpedsparka political andeconomiccrisiswithin the Mexicanelite, and
that this crisis led to the outbreakof civil war and revolution.67 The em-
phasisthesehistoriansplaceon the monetaryreform is arresting,because
their interpretationsare basedon suchlittle knowledgeof the reform's
origins,execution,or effects.Despitetheir provocativetheses,presenthis-
torical knowledgecannotbeartheweightthatHartandTutino havegiven
thereform'srelationto theMexicanRevolution.Futurehistoricalresearch
on the reform, which exploitsnew sourcesand employsa more rigorous
method,may yet establishlinks betweenthe reform and subsequentpo-
litical andeconomicconflict that existedon the eve of the Revolution.A
crucialquestionis whetherthesharppolitical division amongthePorfirian
bourgeoisieover the monetaryreform mirrored schismsthat appeared
duringthepresidentialcrisisof 1910-1911.A secondquestiontreatspeoples'

66 Limantour,Monetary, 1904,p. 9.
67 Seethe work of Tutino, Insurrection, 1986, in which he arguesthat the adoptionof the

gold standardcausedeconomichardshipand political division amongthe elite. The ensuing
conflict led, in Tutino'sview, to the breakdownof the statethatusheredin the Revolution,pp.
332-336.Hart, Revolutionary,1987,also assertsthat the monetaryreform wasan economicand
political disasterthat contributedmuch to the demiseof the Diaz regime.Tutino'saccountis
baseduponMaria, "Cientificos", 1979,pp. 157-187.Maria y Camposwas the first to develop
the thesis that the reform createdpolitical tensionwithin the elite, and he cautionsagainst
inferring muchaboutthe reform'srelation to the 1907economiccrisis. The authornotesthat
both Tutino'sandHart'sworks exist in Spanishtranslation.
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perceptions.Did Mexicanslink the 1907 recessionandsubsequenthard-
shipson the monetaryreform?This questionremainsrelevantregardless
of whether,objectively, the reform aggravatedeconomicconditions.68

Politically, the policy processthat resultedin the monetaryreform
revealeda cientifico group more flexible and sensitiveto its intra-class
oppositionthanscholarshiphassuggested.The processof managingthe
reform also signaleda surprisingly precociouswill (if not capacity) to
externalizethe costsof foreign-induceddomesticreform. Howeverby
ultimatelyembracingthemonetaryreform, the Cientificosunderlinedhow
completelytheir developmentmodel was conditionedby continuedac-
cessto foreign loans and investment.This marks clearly the limits and
contradictionsof the programof economicnationalismthat has been
attributedto the groUp.69
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