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ABSTRACT 

The liberalization of the maize economy through NAFTA eliminated 

Mexico's guaranteed prices for maize and was expected to result in the 

reallocation of productive resources away from maize and into other crops in 

which Mexico had a comparative advantage. This research essay explores the 

observation that in spite of the lower world price being adopted and a 

corresponding loss of profitability, the amount of land area allocated to maize 

production  has not been reduced. Commercial and subsistence decision-making 

frameworks are presented that provide the basis for a qualitative analysis of this 

observed  response. The essay concludes that commercial producers reallocated 

land to other crops but their withdrawal was compensated by a corresponding 

increase in land allocated to maize production by subsistence producers. 
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GETTING T H E PRIC E RIGHT : 

MAIZE PRODUCTION I N MEXIC O AFTE R M A R K ET LIBERALISATIO N 

"A man is his milpa 1. If he doesn't grow maize, then who is he?" 

ejidatario, Tinun Feb. 1982 (Gates, 1993: 110) 

INTRODUCTION 

Maize has been of spiritual, social, economic and political importance in 

the lives of the indigenous peoples of the Americas for thousands of years. After 

the conquest of America by Europeans in the 15th and 16th Centuries, maize 

was established world-wide as an important food crop because of its adaptability 

and productivity. Today it is the third most-planted field crop in the world after 

rice and wheat (Salvador, 1997). 

Maize is traditionally Mexico's largest crop, occupying approximately half 

of its cultivated area (source: SAGAR) and to varying degrees of intensity, over 

three quarters of Mexican farmers (De Janvry, 1995: 1349). 

In response to the debt crisis of the 1980s, the Government of Mexico 

began to dismantle its import substitution-led industrialisation (ISI) policies and 

firmly embraced the International Monetary Fund (IMF) and World Bank 

supported neo-classical vision of an open-market. In the late 1980's this policy 

reform was expanded to include agriculture and the maize economy. 

1 The milpa is the peasant's plot of maize. 
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T h e neo-classica l  trad e theor y adopte d viewe d governmen t  marke t 

interventio n a s undesirabl e an d Mexico' s allocatio n o f  resource s t o th e maiz e 

econom y a s inefficien t  versu s it s larges t  tradin g partner ,  th e Unite d State s o f 

Americ a (USA) .  Polic y reform s wer e pu t  int o plac e t o reallocat e resource s t o 

othe r  mor e lucrativ e expor t  crop s an d economi c activitie s i n whic h Mexic o ha d a 

comparativ e advantage ,  whil e less-expensiv e maiz e woul d b e importe d fro m th e 

USA.  Mexic o produce s white-coloure d maiz e tha t  i s destine d primaril y fo r 

human consumption .  Th e U S A als o produce s smal l  amount s o f  white-coloure d 

maiz e bu t  it s productio n an d export s ar e dominate d b y yellow-coloure d maize , 

use d primaril y a s a  componen t  o f  livestoc k an d poultr y rations .  However ,  yello w 

maiz e i s use d fo r  h u m a n consumptio n i n Mexic o a s a n acceptabl e substitut e fo r 

whit e maize . 

Th e majo r  polic y change s t o th e maiz e econom y bega n i n 198 8 an d 

include d privatisin g stat e agriculture-relate d agencies ,  eliminatin g subsidie s 

formerl y targete d a t  bot h maiz e productio n an d consumptio n an d changin g 

legislatio n establishin g th e securit y o f  lan d tenancy .  Th e consolidatio n o f  thes e 

reform s occurre d i n 199 3 whe n Mexic o signe d bilatera l  free-trad e agreement s i n 

agricultur e wit h th e U S A an d Canad a a s par t  o f  th e Nort h America n Fre e Trad e 

Agreemen t  (NAFTA) .  Unde r  NAFTA ,  Mexic o boun d itsel f  t o remov e barrier s t o 

trad e an d investmen t  i n agricultur e an d t o entirel y withdra w tarif f  protectio n o f 

maiz e fo r  it s  N A F T A partners .  A  15-yea r  phase-ou t  perio d wa s t o allo w Mexica n 

maiz e price s tha t  ha d consistentl y bee n hel d a t  level s highe r  tha n th e worl d price , 

t o converg e wit h th e worl d price ,  se t  largel y b y th e USA .  World-pric e parit y wa s 

howeve r  achieve d i n mid-1996 ,  1 2 year s ahea d o f  schedule ,  whe n Mexic o chos e 
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t o n o longe r  collec t  dutie s o n i t  maiz e import s originatin g i n N A F T A countries 2 

(Raghavan, 2000. Casco Flores, 1999: 407). 

The reforms, embedded in allowing the domestic price of maize to 

converge  with the substantially lower world price, were expected to provoke a 

significant shift away from commercial production of maize and into forages on 

rain-fed lands and fruits and vegetables for export on irrigated lands. Success in 

inserting Mexican agriculture into the global trading system, i.e. the USA market, 

and allowing Mexico to develop its identified comparative advantage, depended 

upon the creation of a favourable investment climate that would attract foreign 

direct investment necessary to finance the "retooling" of Mexican agriculture 

In addition to the efficiency gains resulting from the policy reforms, welfare 

gains for the poor were also anticipated (Levy: May 1992, Sept. 1992, De Janvry: 

1995, Doroodian: 1999). 3 The poor, who were assumed to be net buyers of 

maize would benefit from the substantially lower import prices expected to result 

from liberalisation. In a close parallel to Lewis' dualistic growth theory of the 

1950's, they would be released from the labour demands of commercial maize 

production and instead be able to involve themselves in more productive 

economic  activities. Public money, no longer spent on maize subsidies, could be 

more effectively targeted to human-capital improvement and reducing poverty. 

2 For all practical purposes, this meant USA imports. 
3 Th e followin g Worl d Ban k Report s fo r  project s i n Mexic o ar e base d o n thi s sam e analysis :  P A D 
23 Dec .  1997 .  Repor t  No .  17263-ME ,  Loa n t o Naciona l  Financier a fo r  Rura l  Developmen t  i n 
Margina l  Area s Project :  S A R 2 4 Jan .  1994 .  On-far m an d Mino r  Irrigatio n Network s Improvemen t 
Project :  S A R 1 5 Jun .  1994 .  Rainfe d Area s Developmen t  Projec t  N o 12533-ME :  S A R 3 1 May , 
1996 .  Wate r  Resource s Managemen t  Project :  T A Sept .  1996 .  Mexic o Rura l  Financ e Technica l 

Assistanc e an d Pilo t  Projec t  No .  T-6924-ME . 



4 

However ,  whil e maiz e price s hav e droppe d substantiall y  (Raghavan , 

2000 .  Avalo s Sartorio ,  1998 :  4-5) ,  u p t o 4 5 % sinc e 199 5 (author' s calculatio n 

se e Figur e 3.3) ,  n o apparen t  chang e i n th e tota l  cro p are a allocate d t o maiz e 

production ,  o r  th e tota l  volum e produce d ha s bee n observe d (Source :  FAO , 

S A G A R ).  Analysi s tha t  specificall y addresse s th e statu s o f  th e expecte d 

transformatio n o f  th e maiz e econom y i n Mexic o t o th e productio n o f  othe r  crop s 

i s lacking . 

Give n th e marke t  disincentive s create d b y th e reform s an d expresse d b y 

lowe r  prices ,  th e questio n thi s researc h essa y ask s is ,  "Wh y d o Mexica n farmer s 

continu e t o allocat e thei r  resource s t o th e productio n o f  maize? "  contrar y t o wha t 

th e neo-classica l  mode l  implemente d predicted . 

A possibl e explanatio n i s th e persistenc e o f  marke t  failures . 

"Remoteness ,  scarc e an d poorl y maintaine d roads ,  inadequat e 

transpor t  an d storag e facilitie s an d difficultie s i n accessin g reliabl e 

informatio n o n product s an d price s preven t  th e rura l  poo r  fro m 

participatin g i n competitiv e markets ,  ofte n restrictin g the m t o non ­

contestabl e market s dominate d b y a  few ,  powerfu l  purchasers " 

(Worl d Developmen t  Report ,  2000:186) . 

However ,  m y hypothesi s i s tha t  th e neo-classica l  assumptio n tha t  pric e i s th e 

majo r  determinan t  o f  ho w productiv e resource s wil l  b e allocate d i n rura l  Mexico , 

i s inappropriate .  Th e bul k o f  Mexico' s maiz e producer s m a y no t  b e a s motivate d 

by profit s a s the y ar e b y ensurin g thei r  far m unit' s  an d community' s subsistenc e 

an d reproduction .  I n othe r  words ,  th e valu e syste m tha t  assign s relativ e price s 
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and the implied opportunity costs to factors of production, society and maize are 

distinct from those of the classical model adopted. 

If this is true, the policy implications are that the challenge of rural 

development in Mexico is not how to go about installing the bells and whistles of 

capitalist agriculture but how to shape rural development such that it will either 

conform to or change the existing value criteria of rural Mexico. 

Methodology 

The first chapter of this investigation provides an outline of the political 

economy of maize production in Mexico. Within this context it briefly describes 

the social and economic importance of maize and the structure of the Mexican 

agricultural sector. 

The second chapter orients the reader with the distinct theoretical 

perspectives of the motivation of production decision-making presented by 

"peasant  logic" and the basic neo-classical assumptions of capitalism's "rational 

man". It will identify factors to which capitalism and peasant logic would be 

expected to respond and the direction of this response, assuming that Mexico's 

maize economy is dualistic. 

The third chapter will analyze the changes in the dynamics of maize 

production in Mexico since 1988 and the degree to which peasant production has 

been  incorporated into the capitalist system, focusing on maize prices, basic 

infrastructure, land and labour allocation to maize. Two groups of states that 

have been identified as operating predominantly under the assumptions of the 

commercial  and subsistence frameworks respectively, will be compared. This 

exercise will determine if their response to the converging of the domestic and 
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international maize prices in Mexico was different and to what degree the 

capitalist and peasant frameworks help to understand the observation that 

Mexico's  production of maize has not been reduced as a result of the reforms. 

Reliable time-series data for Mexico is difficult to obtain because of 

frequent changes in criteria for data collection. Data collected from INEGI, 4 

SAGAR,5 FIRA, 6will be verified with other sources such as the United States 

Department of Agriculture (USDA) and the United Nations Food and Agriculture 

Organisation (FAO) when available. In light of this limitation, the focus of the 

investigation will be a qualitative analysis of the identified themes. 

The third chapter will also consider the original data collected and 

published in the M.A. thesis of Heather Rawlinson (2000). While her research 

focussed on rural micro-finance in Mexico, a portion of the survey questions she 

posed at the level of the rural household is complementary to the present 

investigation. 

Finally, the major findings of the investigation will be summarized and 

discussed. 

4 Instituto Nacional de Estadistica Geografia e Informatica 
5 Secretarf a d e Agricultura ,  Ganaderi a y  Desarroll o Rura l 
6 Fideicomision s Instituido s e n Relacid n co n l a Agricultura . 



CHAPTER O N E 

The Politica l  Econom y o f  Maiz e Productio n i n Mexic o 

Introductio n 

Thi s chapte r  introduce s th e reade r  t o th e politica l  econom y o f  maiz e 

productio n i n Mexico .  I t  briefl y describe s th e importanc e o f  maiz e an d th e 

structur e o f  th e Mexica n agricultura l  sector .  I t  explore s th e majo r  economi c 

crise s an d th e structura l  reform s undertake n tha t  le d t o Mexico' s participatio n i n 

Nort h America n Fre e Trad e Agreemen t  (NAFTA) .  I t  conclude s b y fleshin g ou t 

th e argumen t  mad e fo r  liberalisin g th e maiz e economy . 

Maiz e 

The developmen t  o f  maiz e [Zea  mays  ssp.  mays]  durin g th e perio d 400 0 

B.C.  t o 300 0 B. C i s closel y linke d wit h th e ris e o f  th e grea t  pre-Columbia n 

civilization s o f  Mesoamerica .  Th e closenes s o f  thi s historica l  relationshi p 

betwee n th e developmen t  o f  maiz e an d humanit y i s portraye d i n Mesoamerica n 

creatio n lor e tha t  regard s human s a s bein g mad e o f  maiz e (Salvador ,  1997) .  I n 

Mexico ,  th e hear t  o f  Mesoamerica ,  thi s concep t  i s no t  to o fa r  of f  th e mark . 

Maiz e continue s t o b e th e stapl e o f  th e die t  an d th e country' s larges t  agricultura l 

crop . 

7 
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Most  Mexica n meal s ar e base d o n maiz e and ,  fo r  eve n th e riches t  socio ­

economic classes, a meal would be incomplete without  tortillas. 7 Annual per 

capita consumption of tortillas in Mexico is currently 186 kilograms per person. 

In rural areas tortillas are even more important, providing about 70% of total 

caloric intake. When supplemented with beans in the traditional diet, all basic 

nutritional requirements are met (Idem). While in many areas of Mexico 

indigenous people still subsist on a basic diet of tortillas and beans, access to the 

resources, particularly land, needed to produce these staples has long been 

contested. 

Land Tenure 

The annexing of indigenous lands by large landowners during the period 

of Mexican history called the  Porfiriato, 3 was the source of widespread civil 

discontent in rural Mexico. This gave rise to massive peasant participation in the 

Mexican Revolution of 1910-1917 in a bid to regain control over land (Huizar, 

1979: 26-27). The promise to return peasant lands to communities that could 

document their claims and to establish  ejidos 9 for those that could prove their 

need for land, became the basis for brokering the end of the Revolution and a 

7 Tortillas are a flat bread. They are made by rehydrating dried maize kernels in an alkaline broth 
tha t  remove s th e pericar p o r  har d ski n o f  th e kernel s an d als o make s th e essentia l  amin o acid , 
niacin ,  mor e available .  Th e kernel s ar e the n rinse d an d groun d int o a  sof t  dough ,  shape d an d 
cooked .  Althoug h tortilla s ca n n o w b e m a d e b y machine s th e proces s remain s th e sam e a s i n 
pre-Columbia n times . 
8 N a m e d afte r  Porfiri o Diaz ,  Presiden t  o f  Mexic o (mos t  woul d sa y dictator )  fo r  3 5 years . 
9 A  for m o f  lan d tenur e simila r  t o pre-Hispani c time s i n whic h th e holde r  ha d th e righ t  o f  sol e us e 
of  a  smal l  plo t  o f  lan d t o cultivat e foo d crop s an d c o m m o n acces s t o othe r  land s fo r  grazin g o f 
livestoc k gatherin g o f  firewoo d an d othe r  resources .  Th e ejido  wil l  b e discusse d furthe r  i n th e 
sectio n abou t  maiz e production . 
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fragile social peace. The hope of attaining Emeliano Zapata's 10 demands for land 

and  liberty, was used to legitimize the one-party rule of the  Partido 

Revolucionario Institucional  (PRI) for over 60 years following the Revolution. 

Peasant access to agricultural land and the search for social justice 

associated with it in rural Mexico, dominated Mexican politics after the Revolution 

and throughout what remained of the 20th Century. The issues of land tenure 

are contemporary and still violently contested, largely because little was actually 

delivered on the PRI mandate as steward of the action plan for land reform that 

arose from the Mexican Revolution. 

In 1988 93.7% of Mexican agricultural producers farmed individual plots of 

less  than 20 hectares representing just over 13 % of total arable land, while only 

6.3% of producers farmed areas larger than 20 hectares representing nearly 87% 

of arable land (Conchiero, 1995:9). On November 14, 1991, President of 

Mexico, Carlos Salinas de Gortari announced sweeping reforms to Article 27 of 

the country's 1917 Constitution that dealt with land tenure in a speech entitled, 

"Diez puntos para libertad y justicia al campo mexicano". 11 He heralded the 

completion of the revolutionary project of land reform, curiously, stating that there 

was no more land to divide. There were at the time over 32,000 unresolved 

petitions for  ejidos  on file awaiting decisions by the various levels of bureaucracy 

involved in the process (Ibid.: 205). 

10 The peasant revolutionary leader from Morelos, considered to be Mexico's peasant hero for his 

rol e i n establishin g th e ejido . 
11 Te n Point s Towar d Libert y an d Justic e i n Rura l  Mexico . 
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Changes  to Article 27 were part 

of a larger policy shift by the Mexican 

government toward abandoning 

traditional import substitution-led 

industrialisation and instead, focusing 

on outward-oriented development 

through the creation of a liberalised 

market economy in Mexico. The 

attempt  was made to legitimise the plan 

to insert Mexican agriculture into the 

global marketplace by including its 

primary components in the traditional 

The message of the hand bill shown is 

that, "Yes, Zapata said, 'Land and Liberty' during the 1910 Revolution, but now 

that we are entering the year 2000, Zapata would say, "Land, liberty, justice, 

security of tenure, technology and credit." 12 The "hope" of land reform that had 

maintained  a relative social peace in rural Mexico and sustained the PRI in 

political power since the Revolution had however been dashed to pieces by the 

fact that no more  ejidos  would be created. The  Ejercito Zapatista de Liberacion 

12 "But they say that the reform goes against what Zapata said, "Land and Liberty?", "Just think 
abou t  i t  a  little ,  Chimino" ,  "Yes ,  Zapat a said ,  'Lan d an d Liberty '  durin g th e 191 0 Revolution" ,  "Bu t 
n o w tha t  w e ar e enterin g th e yea r  2000 ,  Zapat a woul d say ,  "Land ,  liberty ,  justice ,  securit y o f 
tenure ,  technolog y an d credit. "  Thi s i s a n excerp t  fro m a n actua l  handbil l  collecte d i n 199 4 i n 
Mexico .  Cartoon s ar e ofte n use d t o communicat e wit h rura l  Mexico' s populatio n a s technica l 
literac y level s ar e low .  Th e mimickin g o f  indigenou s speec h i n th e dialogu e i s no t  mean t  t o b e 
humorou s rathe r  a n accessibl e m e a n s o f  communicatin g wit h th e targe t  audience . 

PRI  imager y o f  th e Mexica n Revolution . 
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Nacional  (EZLN )  declare d wa r  o n th e PR I  o n Januar y 1 ,  1994 ,  th e firs t  da y o f 

N A F T A.  E Z L N condemne d th e reform s a s bein g no t  a t  al l  wha t  Zapat a woul d 

hav e sai d (Camacho ,  1994 :  8) . 

Mexica n Agricultur e 

Mexic o ha s a  tota l  lan d are a o f  196. 7 millio n hectare s o f  whic h 

approximatel y onl y 1 2 % (2 4 millio n hectares )  i s arable .  1 6 % o f  arabl e lan d i s 

irrigate d an d th e remainde r  i s rain-fe d (Conchiero ,  1995 :  2 ,  4) .  Travellin g 

betwee n an y tw o majo r  Mexica n citie s reveal s startlin g contrast s i n th e 

agricultura l  productio n technolog y applie d t o thi s land .  Whil e th e majorit y o f 

farmer s stil l  us e han d labou r  o r  occasionall y draf t  animal s t o plan t  an d harves t 

centuries-ol d cro p varieties ,  anothe r  smal l  elit e group ,  predominantl y locate d i n 

th e north-wester n states ,  utilise s th e lates t  innovation s tha t  moder n productio n 

technolog y ca n offer .  Thes e farmer s achiev e cro p yield s simila r  t o thos e o f  th e 

U SA an d enjo y a  comparabl e lifestyle .  A s ca n b e see n i n Tabl e 1.1 ,  th e majorit y 

of  Mexico' s farmer s ar e fa r  les s productiv e an d i t  ca n b e assumed ,  prosperous . 

Lookin g specificall y a t  maiz e yields ,  o n averag e Mexica n farmer s produc e les s 

tha n a  quarte r  o f  th e yiel d o f  thei r  U S A counterpart s o r  Norther n compatriots , 

whil e devotin g 1 7 time s a s muc h labour .  Th e reallocatio n o f  thi s hig h labou r 

inpu t  t o othe r  activitie s wa s a  ke y goa l  o f  th e reform s tha t  bega n i n 1988 .  A 

number  o f  historica l  factor s i n th e creatio n an d perpetuatio n o f  th e 'gap '  betwee n 

thes e tw o distinc t  mode s o f  productio n ca n b e identifie d bu t  principa l  amon g 

the m ar e th e relativ e resourc e endowment s made . 

Lan d redistributio n fro m powerfu l  latifundia  o r  larg e landowner s t o th e 

landles s peasant s i s portraye d i n Mexica n histor y a s th e centra l  componen t 
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Tabl e 1. 1 Compariso n o f  U S A an d Mexica n Agricultur e 
Cultivate d 

Area : 

Cro p 

Maiz e 

Beans 

Tractors/worke r 

Fertilize r  Tonne s 

/produce r 

Averag e U S A cultivate d are a pe r  produce r  o f  rain-fe d land s ar e 2 3 time s tha t 

of  Mexic o an d o f  irrigate d lands ,  1 0 time s a s large . 

Yield s tonnes/hectar e 

U SA 

6.9 
1.6 

1.5 

5.81 2 

Mexic o 

1.7 
0.5 

One fo r  ever y 

50 worker s 

0.19 2 

Labou r  Requirement/tonn e 

USA 
< 1  hou r 

< on e ma n da y 

Mexic o 

17 ma n day s 

50 ma n day s 

Improve d Seed s I n th e U S A nearl y 

al l  producer s us e improve d seeds .  I n 

Mexic o onl y 1 6 % o f  maiz e producer s 

and 1 2 % o f  bea n producer s us e 

improve d seeds . 

Source :  Author' s constructio n fro m Concheiro ,  1995:199 . 

of  th e victor y o f  th e Mexica n Revolutio n (1910-1917) .  However ,  meaningfu l  lan d 

reform actually took place only on a very small scale. For example, of the 43 

million hectares distributed to  ejiditarios 13 between 1958 and 1976, 91% was 

hillsides and mountainous terrain. Only 8.4% was rain-fed land and 0.4% 

irrigated land suitable for annual cropping (Levy,1992:481 ). 14 Nation-wide, only 

21% of the land held by  ejidarios  is arable, the rest is pasture and forests 

(DeWalt, 1994:1-2). The creation of  ejidos,  possible only by presidential decree, 

was used sparingly to diffuse crises and achieve or maintain a fragile social 

peace following the Revolution of 1910, the depression of the 1930's, the 

recession of the 1950's and the recession of the mid 1970's (Walsh, 1984: 149, 

154). 

Afte r  th e Revolutio n th e latifundia  owner s divide d u p thei r  propertie s int o 

the largest parcels allowed by the Constitution and "sold" it only in name through 

13 Member s o f  a n ejido. 
14 Quotes :  Salinas ,  1990:816-829 . 
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a paper-shuffling scheme involving  prestanombres. 15 The original owners 

thereby retained control over Mexico's most productive agricultural land. 

Because  of their influence and capability to extend credit and other resources, 

these same landowners often gained tacit control over nearby smaller properties. 

In later years, formal presidential decrees and informal pledges of allegiance to 

the  ruling PRI party resulted in their being granted indefinite protection from 

possible expropriation by the creation of  ejidos  (Otero, 1989: 284, 288). On the 

other hand, the peasantry obtained only limited use of land in being granted 

ejidos.™  Generally ejido land has poor productive capacity. This initial difference 

in  the productive value of the land resource allocated must be considered when 

attempting to understand the production and technology gap that persists in 

Mexican agriculture. 

Import  Substitution-led Development 

Following WWII, Mexico embarked on a successful import substitution-led 

industrialisation (ISI) scheme of development, later to be dubbed, 'the Mexican 

Miracle', because of the sustained economic growth it produced for over twenty 

years. The modernisation of agriculture in northern Mexico and the production of 

export  crops was a key component of this scheme because of its capacity to 

generate foreign exchange with which to purchase industrial inputs, and, to feed 

the urban working class that emerged. 

During  this period of time, improved seeds were developed by the  Centro 

Internacional  de Mejoramiento de Mafz y Trigo  (CIMMYT) in Chapingo near 

15 Literally, "name lender". 
16 I t  coul d no t  legall y b e bought ,  sold ,  use d a s collatera l  t o obtai n credi t  o r  eve n rente d out . 
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Mexic o City ,  a s par t  o f  wha t  ha s becom e know n a s th e Gree n Revolution .  N e w 

plan t  varieties ,  chemica l  fertiliser s an d cro p protectio n product s wer e combine d 

wit h massiv e publi c investment s i n irrigatio n o n Mexico' s mos t  productiv e land s 

t o produc e basi c grain s fo r  domesti c us e an d eve n expor t  (Martin ,  1993 :  97) . 

T h e publi c investment s made ,  primaril y benefite d th e elit e grou p o f  latifundias 

tha t  ha d retaine d contro l  o f  thei r  lan d sinc e th e Revolution .  Thes e group s wer e 

concentrate d i n th e norther n state s tha t  wer e settle d durin g th e Porfiri o Dia z 

regime .  Porfiri o Dfa z provide d incentive s fo r  th e politica l  elit e o f  th e tim e t o 

populat e thes e larg e fertil e area s an d als o arrange d fo r  th e constructio n o f  rai l 

link s fo r  thi s are a t o th e market s o f  th e south-wester n Unite d State s (Sanderson , 

1986:41) . 

I n th e mid-1970's ,  Mexic o suffere d a  balanc e o f  payment s proble m a s th e 

worl d an d th e Mexica n econom y lapse d int o recession .  I n respons e t o th e 

Internationa l  Monetar y Fund' s (IMF )  structura l  adjustmen t  measure s tha t  baile d 

Mexic o ou t  o f  thi s crisis ,  thi s s a m e smal l  grou p o f  producer s too k advantag e o f 

furthe r  economi c incentive s t o gro w cas h crop s lik e winte r  vegetable s fo r  expor t 

t o th e U S A .  I n s o doing ,  the y reduce d thei r  productio n o f  basi c grains ,  includin g 

maize .  Populatio n increase s soo n outstrippe d domesti c grai n productio n an d b y 

th e lat e 1970's ,  Mexic o ha d b e c o m e a  ne t  importe r  o f  foo d commoditie s (Martin , 

1993 :  97) .  Agricultur e los t  it s  abilit y  t o ac t  a s th e moto r  o f  industrialisation .  Mor e 

foreig n exchang e w a s neede d t o purchas e foo d commoditie s abroa d tha n th e 

secto r  coul d itsel f  generate .  I n 198 0 Mexic o importe d 1 0 millio n ton s o f  basi c 

grain s fro m th e Unite d State s (Sanderson ,  1981 :  2) .  Whil e industry' s shar e o f 
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GDP grew from 27% in 1965 to 38% in 1982, agriculture's contribution shrank 

from 14% to 7 % (Collier, 1994: 91). 

Sistema  Alimenticio Mexicano 

A petroleum boom in 1980-1982 17 briefly allowed Mexico to borrow 

internationally and reinvest in agriculture. The  Sistema Alimenticio Mexicano 

(SAM)  was initiated in 1979 to stimulate domestic production in order for Mexico 

to once again achieve food self-sufficiency and eliminate its growing dependence 

on American imports. SAM focused on improving basic grains production and 

distribution in rain-fed areas by offering subsidised fertilisers, credit and road 

construction to ensure access to markets (Collier, 1994: 94). Its principle 

mechanism  was producer price guarantees that later became the target of 

reforms addressed by the current investigation. Producers were paid prices that 

were  linked to world prices but set substantially higher to encourage production. 

At the same time, consumption 18 was subsidised by ensuring that consumers 

paid prices that were lower than world prices (Sanderson, 1990: 237). 

By 1982, rural Mexico had become saturated by state intervention in all 

aspects of agricultural production, distribution and marketing. Public funds were 

invested in irrigation systems, infrastructure, credit and mandatory government-

subsidised crop-insurance schemes. 19 Trade restrictions including import quotas 

and tariffs covered all agricultural products while the state enterprise, 

17 The combined effect of the Iranian revolution and the Iran/Iraq war resulted in crude oil prices 
mor e tha n doublin g fro m $ U S 1 4 i n 197 8 t o $ U S 3 5 pe r  barre l  i n 1981 .  Thes e event s coincide d 

wit h th e discover y o f  vas t  reserve s o f  oi l  i n Mexico . 
18 Primaril y urba n consumptio n a s rura l  C O N A S U PO store s wher e th e subsidise d product s wer e 

sol d wer e mor e accessibl e i n urba n areas . 
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CONASUPO20 maintained significant market influence with its extensive network 

of processing plants, warehouses, urban markets and rural stores. It acted as 

the sole authorised importer of key products, including maize (World Bank, 15 

June, 1994:2). 

The Debt Crisis 

The SAM policies gave agriculture a boost, raising production by 4.4% 

annually in its first two years of operation, but this success was short-lived. The 

oil boom ended in late 1982. Oil prices dropped as the world market became 

glutted and foreign consumers simultaneously switched to other energy sources. 

Mexico had over-extended itself financially; the debt crisis that would affect 

nearly all of Latin America began with the declaration of President Jose Lopez 

Portillo in September 1982, that Mexico could not meet its foreign debt 

repayment obligations. The SAM program and the intense level of government 

intervention aimed at food self-sufficiency were not fiscally sustainable. There 

could no longer be a specific national agricultural policy aimed at food self-

sufficiency; rather, government resources were directed toward resolving the 

economic  crisis (Martin, 1993: 97). 

Structural Reform 

As a result of the debt crisis, Mexico had no alternative but to embrace 

IMF and World Bank structural reforms. The first step was to devaluate the peso 

in order to limit imports and maximise export potential and thus obtain a positive 

trade balance with which to again meet its foreign debt payment obligations. 

19 The main beneficiaries were the northern commercially oriented states. 
20 Compaftf a Naciona l  d e Subsistencia s Populare s 
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Later ,  th e rol e o f  th e Stat e i n th e econom y woul d b e minimise d an d taxe s raise d 

t o eliminat e th e fisca l  deficit .  Th e m o n e y suppl y w a s tightene d t o contro l 

inflation .  Highe r  interes t  rate s wer e impose d b y th e centra l  ban k t o encourag e 

saving s an d attrac t  foreig n investment .  Th e country' s econom y wa s opene d u p 

t o internationa l  trad e t o reallocat e productiv e resource s t o thos e area s i n whic h 

Mexic o w a s believe d t o hav e a  comparativ e advantage . 

I n agriculture ,  structura l  adjustmen t  resulte d i n a n eve n greate r  emphasi s 

on agro-export s whic h consolidate d Mexico' s dependenc e o n importe d seeds , 

fertilisers ,  machiner y an d agricultura l  technolog y a s wel l  a s foo d import s fo r 

domesti c consumptio n (Minda ,  1993 :  205-214) .  B y 199 0 Mexic o wa s th e thir d 

larges t  ne t  importe r  o f  foo d i n th e worl d (Conchiero ,  1995 :  195-196) .  Beginnin g 

i n th e lat e 1980' s structura l  reform s i n agricultur e wer e geare d toward s Mexico' s 

participatio n i n NAFTA . 

NAFTA 

Th e apertura  o r  openin g u p o f  Mexico' s econom y t o internationa l  trad e 

fro m it s forme r  stat e o f  complet e protectio n unde r  ISI ,  wa s initiate d wit h it s entr y 

int o th e G A T T i n 198 6 (Sanderson ,  1986 :  69-70) .  I n tha t  yea r  Mexico' s foreig n 

polic y w a s stil l  focusse d o n diversifyin g it s internationa l  trad e relation s i n a n 

attemp t  t o reduc e it s economi c dependenc e upo n th e U S A economy .  However , 

i n 198 8 unde r  th e presidenc y o f  Carlo s Salina s d e Gortari ,  a  radica l  chang e wa s 

m a de t o see k preferentia l  acces s t o th e U S A marke t  (Peres ,  1990 :  9-10) . 

Jus t  wh y Mexic o m a d e thi s abrup t  tur n i s n o doub t  comple x bu t  th e 

immens e marke t  opportunit y o f  borderin g th e larges t  an d riches t  econom y i n th e 

world ,  th e deb t  crisi s an d conditionalitie s impose d b y th e IM F an d th e Worl d 
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Bank wer e surel y importan t  factors .  Canad a ha d alread y signe d th e Canad a 

Unite d State s Fre e Trad e Agreemen t  (CUSFTA )  ensurin g it s ow n acces s t o th e 

U SA market .  I t  soo n foun d it s wa y t o th e negotiatin g tabl e wit h Mexico .  Th e 

Nort h America n Fre e Trad e Agreemen t  (NAFTA )  tha t  resulted ,  wa s t o phas e ou t 

9 0 % o f  al l  tariff s i n mos t  economi c sector s amon g th e thre e signator y countries , 

ove r  a  perio d o f  1 5 years.  Agriculture ,  however ,  receive d specia l  treatment . 

C a n a d a an d th e U S A negotiate d separat e bilatera l  agreement s fo r 

agricultur e wit h Mexic o tha t  wer e t o creat e a  fre e trad e zon e fo r  maize ,  beans , 

fruits ,  vegetables ,  an d a  numbe r  o f  othe r  far m products .  Tariffs ,  quota s an d 

licensin g requirement s previousl y applie d b y thes e countrie s t o eac h other' s 

products ,  wer e schedule d t o b e full y phase d ou t  b y 2009 ,  i n contras t  t o Mexico' s 

commitment s unde r  th e G A T T whic h onl y require d a  partia l  liberalisatio n o f  th e 

agricultura l  sector . 

Fro m 198 8 t o 199 4 th e transitio n t o a  marke t  econom y wa s accelerate d a s 

a U S A conditio n fo r  participatio n o f  Mexic o i n N A F T A .  Stat e suppor t  o f 

agricultura l  production ,  technica l  services ,  investment ,  inpu t  subsidies , 

marketing ,  pric e an d othe r  subsidie s wer e almos t  completel y withdrawn .  Stat e 

enterprise s relate d t o agricultur e wer e privatise d an d nearl y al l  trad e protectio n t o 

th e secto r  remove d (Worl d Bank:Jun e 1994:2-4). 21 I n 199 3 onl y 6.6 % o f  publi c 

fundin g w a s directe d t o thi s sector ,  th e culminatio n o f  a  7 5 % reductio n i n publi c 

spendin g i n agricultur e ove r  th e perio d 1982-199 2 (d e It a Rubio ,  1994:16) . 

Mexico' s agricultura l  secto r  ha d becom e on e o f  th e mos t  ope n t o internationa l 

21 Maiz e an d Bean s wer e exceptions . 
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trade in the world. In terms of the GATT, by December of 1993 Mexico had 

reduced its average tariffs to only 20%, more than double the reduction agreed 

upon in Mexico's protocol of accession of 50% (Concheiro,1995:198). 

Principal among the promises of NAFTA for Mexican agriculture, was the 

recurring Revolution theme of the need to achieve a more equitable distribution 

of economic and social benefits. The premise that only free trade in agriculture 

could exploit Mexico's comparative advantages in this sector was championed 

as the newest vehicle for attaining the long-sought-after modernisation of the 

sector. Modernisation was taken to imply an equitable distribution of benefits for 

rural Mexico (Salinas, 1991). 

On January 1 of 1994, the first day of the North American Free Trade 

Agreement, the  Ejercito Zapatista de Liberacion Nacional  (ELZN) of Chiapas 

publicly declared war on the Mexican army and the government of Carlos Salinas 

de Gortari as a "last but just measure" to avoid dying of hunger (Camacho, 1994: 

8). This justification is more understandable given the discussion of the peasant 

decision framework that will be discussed in Chapter Two. Although armed 

opposition to the Government of Mexico has been present at varying levels of 

intensity since the Revolution, in addition to ELZN, a number of new armed 

groups have been organised since 1994 with similar demands of justice for rural 

Mexico 22 as income distribution worsened (Stratfor, 2000) and government 

repression of opposition increased. Poverty and the lack of effective institutions 

22 They include: the  Ejercito Popular Revolucionario  (EPR) in Guerrero (1996), the  Ejercito Villista 
de Liberacion  Nacional  (EVLN )  i n Agua s Caliente s (1998) ,  an d th e Ejercito  Revolucionario  del 

Pueblo  Insurgente  ERP I  i n Oaxac a (1998) . 
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and public policies to address it are an integral part of the challenge facing rural 

Mexico and the dynamics of its economy, dominated by maize production. 

Maize and Poverty 

In Mexico, federal policies directly targeted at improving the condition of 

the poor were most often initiated only in response to a perceived threat to the 

PRI's continued hegemony over political power; the timing of redistribution of 

land through the creation of  ejidos  by presidential decree for peasants during 

times of crisis is an example. Policy action did not last much past the crisis 

period 23 (Kurtz, 1999: 22). Most other major efforts at addressing poverty have 

originated from outside of Mexico. 

Between 1949 and June of 2000, the World Bank loaned more than US$ 

31.5 billion to the Government of Mexico in an almost continuous stream of 173 

development projects (World Bank, September , 2000). Mexico is the largest 

recipient of World Bank loans (Banco Mundial, 1997: 194). 24 It is not surprising 

therefore that the World Bank's conviction that what is best for the poor, namely 

the liberalisation of markets, has been a key factor in poverty reduction programs 

in Mexico since 1982. 

The debt crisis obligated Mexico to adhere to World Bank and IMF 

structural adjustment policies, eliminating most subsidies in agriculture and 

privatising  the state enterprises involved in the sector. Mexico initially retained its 

23 The possible exception in the case of land redistribution was the administration of Lazaro 
Cardenas . 
24 Thes e hav e bee n m a d e almos t  exclusivel y throug h th e Internationa l  Ban k o f  Reconstructio n 
and Developmen t  (IBRD) . 
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doubl e subsid y o n maize 25 becaus e o f  it s  politica l  "sensitivity" .  I n th e absenc e o f 

other measures, this policy was regarded as Mexico's  de facto  rural employment 

and antipoverty program but it was also identified as a major contributor to the 

poverty cycle. In 1984 over 76% of Mexico's rural population was classified as 

extremely poor compared to only 9.9% of the urban population. 61% of the 

poorest  rural heads of household were either self-employed, likely as small-scale 

producers or landless agricultural labourers. Mexico's poor, who are 

predominantly rural, were seen to be net buyers of maize and made worse off by 

the higher-than-world prices that CONASUPO's price guarantees generated. 26 

Guaranteeing maize prices at levels above the world price was also seen as 

perpetuating a production system that allocated land and rural labour inefficiently 

and benefited only a very small group of already better-off producers (Levy and 

van Wijinbergen, May 1992:16-19). 

The removal of tariff protection for maize and untargeted consumer 

subsidies was widely seen as a pro-poor policy change (Levy: May 1992, Sept. 

1992, De Janvry: 1995, Doroodian: 1999). 27 The poor, who are considered to be 

net buyers of maize would benefit from the substantially lower import prices 

25 Guaranteeing producer prices that were higher than the world price and urban consumer prices 
tha t  wer e lowe r  tha n th e worl d price . 
26 Subsidize d maiz e wa s onl y availabl e a t  C O N A S U PO store s tha t  th e rura l  poo r  di d no t  hav e th e 
same acces s t o a s di d urba n consumers . 
27 Th e followin g Worl d Ban k Report s fo r  project s i n Mexic o ar e base d o n thi s sam e analysis :  P A D 
23 Dec .  1997 .  Repor t  No .  17263-ME ,  Loa n t o Naciona l  Financier a fo r  Rura l  Developmen t  i n 
Margina l  Area s Project :  S A R 2 4 Jan .  1994 .  On-far m an d Mino r  Irrigatio n Network s Improvemen t 
Project :  S A R 1 5 Jun .  1994 .  Rainfe d Area s Developmen t  Projec t  N o 12533-ME :  S A R 3 1 May , 
1996 .  Wate r  Resource s Managemen t  Project :  T A Sept .  1996 .  Mexic o Rura l  Financ e Technica l 
Assistanc e an d Pilo t  Projec t  No .  T-6924-ME . 
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expecte d t o resul t  fro m liberalisation. 28 A t  th e s a m e time ,  the y woul d b e release d 

from the labour demands of commercial maize enterprises and be able to involve 

themselves in more productive economic activities. Public money, no longer 

spent on maize subsidies, could be targeted with greater efficiency to human-

capital improvement and reducing poverty. 

The net sellers of maize would be the clear losers but with an anticipated 

shift to other labour-intensive crops, especially on irrigated land, it was estimated 

that very few people would be without work, 29 while close to six million rural 

people could potentially benefit from the policy change. The alternative crops 

suggested were fruit and vegetables on irrigated land and pasture on rain-fed 

lands (Levy and van Wijinbergen, Sept. 1992: 481-498). 

Other economic analyses also predicted minimal negative welfare effects 

resulting from the removal of subsidies (Doroodian, 1999 and De Janvry, 1995). 

A number of World Bank Staff Appraisal Reports, 30 sketch out this same 

analysis but add that selling vegetables to the USA market would generate 

enough foreign currency to offset the costs of purchasing imported maize from 

the USA. Vegetable production was already an important sub-sector of Mexico's 

agricultural economy. 31 Although it occupied only 3.4% of the total seeded area 

in 1993-94, it provided 21% of the total value of the agricultural sector and 46% 

28 The assumption is that that the poor are economic actors and that the cash income previously 
use d t o purchas e maiz e woul d g o furthe r  becaus e o f  th e lowe r  pric e fo r  maize . 
29 Lev y an d va n Wijinberge n estimate d th e numbe r  o f  unemploye d woul d increas e b y onl y 
145,00 0 peopl e i f  al l  o f  thei r  recommendation s wer e adopte d b y th e governmen t  o f  Mexico . 
30 Se e footnot e numbe r  3 . 
31 I t  i s  obviou s tha t  th e majorit y o f  Mexica n producer s woul d b e unabl e t o gro w vegetable s 
commerciall y becaus e o f  inappropriat e asse t  endowments ,  acces s t o credi t  o r  markets . 
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of  foreig n exchang e generate d b y agro-export s i n thi s s a m e yea r  (Gomez ,  1995 : 

258) . 

Othe r  author s writin g o n th e effec t  o f  N A F T A o n rura l  Mexic o predicte d a n 

abandonmen t  o f  agricultur e an d massiv e movemen t  o f  rura l  peopl e int o th e citie s 

as maiz e productio n w a s liberalise d (D e It a Rubia ,  D e Walt) .  I t  w a s eve n 

postulate d tha t  peasan t  agricultur e migh t  b e totall y eliminate d b y th e reform s 

(Valtonen ,  1997 :  3) .  Neithe r  o f  thes e extrem e scenario s hav e bee n documente d 

althoug h i t  m a y b e argue d tha t  rapidl y increasin g rura l  povert y trend s (Socia l 

Watch ,  2000 )  an d depopulatio n o f  rura l  communitie s (Moja r  Ponce ,  2001 :  29 ) 

m ay suppor t  thes e hypotheses . 

Mexico' s participatio n i n N A F T A wa s bille d a s a n opportunit y t o modernis e 

rura l  Mexic o b y creatin g a n investmen t  environmen t  tha t  woul d attrac t  th e foreig n 

and domesti c capita l  neede d t o complet e th e transformatio n t o th e productio n o f 

crop s othe r  tha n maize. 32 Margina l  area s lackin g thi s productiv e potentia l  woul d 

receiv e direc t  produce r  payments 33 ove r  th e 1 5 yea r  phase-ou t  perio d propose d 

t o hel p the m establis h themselve s i n othe r  economi c activitie s durin g th e 

transitio n perio d (Worl d Bank ,  Jun e 15 ,  1994:6-15) . 

Th e planne d 15-yea r  transitio n negotiate d i n N A F T A fo r  reachin g parit y 

wit h worl d maiz e price s wa s compresse d int o roughl y 3 0 months .  A s a  resul t  o f 

th e pes o crisis ,  domesti c cor n price s fel l  b y 4 8 % betwee n Januar y 199 4 an d 

Augus t  1996 ,  convergin g wit h thos e o f  th e internationa l  market ,  1 2 year s ahea d 

* By enhancing productivity of land assets through improving or creating new irrigation systems, 
labou r  allocatio n woul d focu s o n vegetable s rathe r  tha n maize . 
33 Throug h th e Program a Naciona l  d e Solidaridad(PRONASOL )  an d th e progra m P R O C A M P O. 
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of  schedule .  Becaus e Mexic o decide d t o n o longe r  collec t  tariff s o n importe d 

maize ,  Mexica n producer s wer e force d int o a  rapi d adjustmen t  (Raghavan , 

2000) .  However ,  n o chang e i n th e annua l  are a seede d t o maiz e o n a  nationa l 

basi s ha s bee n observe d sinc e 199 4 (FAO ,  2001) .  Thi s wil l  b e discusse d i n 

mor e detai l  i n Chapte r  Three .  O n Januar y 1 ,  199 9 th e en d o f  consumptio n 

subsidie s o n tortilla s an d o f  th e stat e enterpris e C O N A S U P O3 4 wa s declared , 

markin g th e nearl y complet e withdrawa l  o f  direc t  governmen t  interventio n i n th e 

maiz e econom y (Casc o Flores ,  1999 :  495) . 

Conclusio n 

Maiz e emerge d i n a  clos e relationshi p wit h th e civilisation s o f  centra l 

Mexico .  I t  continue s t o b e th e mai n dietar y stapl e an d t o varyin g degree s o f 

intensity ,  it s  productio n involve s mos t  o f  th e rura l  population .  Th e struggl e fo r 

contro l  o f  agricultura l  factor s o f  production ,  especiall y land ,  dominate d th e 20t h 

Centur y an d remain s a  contemporar y issue .  I n th e contex t  o f  th e deb t  crisis , 

structura l  refor m an d marke t  liberalisatio n tha t  followe d durin g th e 1980's , 

Mexico' s maiz e pric e policie s wer e identifie d a s bein g a  majo r  contributin g facto r 

t o rura l  poverty . 

Radica l  polic y reform s wer e undertake n b y th e Governmen t  o f  Mexic o t o 

withdra w subsidie s an d othe r  governmen t  pric e suppor t  o f  domesti c productio n o f 

maize ,  i n preparatio n o f  th e signin g o f  N A F T A an d th e formalisin g o f  Mexico' s 

newl y liberalise d market .  Thes e policie s wer e expecte d t o hav e ne t  positiv e 

welfar e effect s i n rura l  Mexico .  Althoug h Mexic o negotiate d a  1 5 yea r  phas e ou t 

Compani a Naciona l  d e Subsidio s Populare s 
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perio d fo r  it s protectionis t  maiz e policie s unde r  N A F T A ,  i t  reduce d thi s perio d t o 

onl y tw o an d a  hal f  year s b y choosin g t o no t  collec t  tariff s o n maiz e import s afte r 

1996 .  Thi s decisio n w a s relate d t o th e deb t  crisi s o f  199 5 an d a  shar p pea k i n 

worl d maiz e price s i n 1996 .  Thi s wil l  b e discusse d furthe r  i n Chapte r  Three . 

Sinc e liberalisation ,  th e expecte d shif t  awa y fro m maiz e productio n ha s no t 

occurred . 

It  i s  hope d tha t  thi s chapte r  ha s give n th e reade r  a  basi c understandin g o f 

th e contex t  o f  th e politica l  econom y o f  th e maiz e secto r  i n Mexico .  Whil e th e 

treatmen t  o f  specifi c  issue s w a s no t  exhaustive ,  i t  i s  hope d tha t  a n appreciatio n 

fo r  th e complexit y an d interconnectednes s o f  thes e issue s ha s bee n gained .  Th e 

nex t  chapte r  wil l  loo k a t  th e underlyin g theoretica l  assumption s o f  h o w Mexica n 

farmer s wer e t o b e encourage d t o abando n th e commercia l  productio n o f  maiz e 

i n favou r  o f  othe r  productiv e activities .  I t  als o provide s a  s u m m a r y o f  th e 

theoretica l  framewor k o f  'peasan t  logic '  tha t  m a y bette r  explai n th e observatio n 

tha t  lan d allocate d t o maiz e productio n doe s no t  see m t o hav e change d sinc e th e 

reforms ,  includin g pricin g policies . 



Chapte r  T w o 

Decision-Makin g Framework s i n th e Maiz e E c o n o m y 

Introductio n 

Thi s chapte r  wil l  contras t  tw o theoretica l  decision-makin g framework s 

unde r  whic h farmer s decid e wha t  crop s t o plant .  Man y author s confir m tha t  ther e 

ar e tw o distinc t  agricultura l  productio n system s tha t  coexis t  i n th e Mexico ,  thos e 

associate d wit h subsistenc e an d commercia l  agricultur e respectively .  Th e 

Mexica n agricultura l  ministry ,  S A G A R,  identifie s thes e s a m e tw o system s a s 

dominatin g domesti c maiz e production .  Fo r  S A G A R,  th e subsistenc e framewor k 

concentrate s o n productio n fo r  househol d consumption ,  wit h it s priorit y bein g t o 

ensur e a  sufficien t  suppl y o f  maiz e t o fee d th e member s o f  th e nuclea r  famil y 

productio n unit .  Thes e unit s rel y o n intensiv e us e o f  famil y labou r  an d th e 

sharin g o f  resource s obtaine d fro m family-membe r  involvemen t  i n a  numbe r  o f 

productiv e activities .  Th e secon d system ,  commercia l  production ,  produce s 

maiz e i n orde r  t o sel l  i t  i n th e marke t  place .  Producer s usin g th e commercia l 

decision-makin g framewor k mak e intensiv e us e o f  capita l  (SAGAR ,  2000 :  26 ) 

and ar e assume d t o b e motivate d b y th e neo-classical ,  libera l  assumption s o f  a 

"rationa l  man "  i n tha t  the y maximis e profits .  Thi s chapte r  wil l  focu s o n th e 

directio n o f  th e respons e t o change s i n th e pric e o f  maiz e fo r  eac h o f  thes e 

framework s an d thei r  respectiv e productio n systems . 

26 
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The Neo-classical Framework 

Following the debt crisis of the early 1980's, Mexico embarked on a neo­

classical development road, dictated in large part by the IMF and its sister 

organisation,  the World Bank (WB). This model was at first only reluctantly 

accepted by the government of Mexico, however, beginning with the 

administration of Carlos Salinas de Gortari (1988-1994) and ever since, it has 

been fully embraced as Mexico has sought deeper economic integration with the 

USA market through NAFTA (Grinspun, 1996: 177). 

The relationships that comprise any economic system, can be analyzed 

with reference to two key terms. "Competition" refers to horizontal relationships 

created when a relative equality of power or influence exists among individuals in 

the  context of offering choices of goods and/or services to one another. The 

terms  of exchange or choice are assumed to be made voluntarily, primarily 

through the mechanism of prices in markets (Bowles, 1993: 19-23). The model 

presented by the IMF and the World Bank had as its base this horizontal equality 

of opportunity of actors as its dominant feature. 

A second dimension is "change". This refers to the dynamics of the 

system that help it to perpetuate itself (idem) or lead to its demise over time. For 

the neo-liberal decision-making framework, the supremacy of "liberalism" as its 

philosophical  and normative base acts as a major contributor to its perpetuation. 

Liberalism emerged during the French Revolution of 1789. It rejects the 

value of plurality and all notions of traditional culture that emphasize the good of 

"community". Instead, liberalism proclaims the absolute sovereignty of reason 

and the supremacy of the individual over the community. The underlying 
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assumption made is that traditional plural societies must fit into a single 

homogenous mould where only liberal values are acceptable (Dfaz Polanco, 

1998). Applying liberal values to the maize economy, all "rational" economic 

actors are assumed to organize themselves according to a single production 

logic and to respond in the same way to an identified set of stimuli, in a word, 

prices, determined by supply and demand in an unobstructed market. 

The standard trade model is the contemporary expression of liberal 

ideolog y i n thi s syste m i n whic h commercia l  maiz e producer s ar e assume d t o 

function. The essence of the standard trade model is that differences in the 

productiv e capacit y o f  individua l  economie s giv e ris e t o trade ,  throug h whic h 

static and dynamic welfare benefits can be obtained. This capacity is disciplined 

by th e relativ e price s o f  factor s o f  production ,  usuall y simplifie d a s land ,  labou r 

an d capita l  and ,  th e price s o f  th e fina l  good s an d service s produce d b y them . 

W h en countrie s trade ,  i t  i s  assume d t o b e t o thei r  mutua l  benefi t  (Krugman , 

2000 :  92-113) .  Th e neo-classica l  framewor k challenge s tha t  governmen t 

intervention ,  specificall y protectionis m an d subsidie s tha t  ar e stil l  widel y use d i n 

agricultur e a s instrument s t o redistribut e income ,  hav e resulte d i n distorte d price s 

and ,  le d t o economi c inefficiencie s wit h welfar e cost s instea d o f  gains .  Th e neo ­

classical framework posits the removal of government intervention in markets 

and makes the following assumptions that are relevant to the present 

investigation : 

1. Within nations, factors of production are perfectly mobile among production 
activities ,  an d th e econom y a s a  whol e i s characterize d b y perfec t  competitio n 
withou t  risk s o r  uncertainties . 
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2.  Price s ar e determine d b y suppl y an d deman d a s m a n y smal l  an d anonymou s 
producer s attemp t  t o minimiz e cost s an d maximiz e profit s i n marke t  transactions . 
3.  Trad e i s balance d a t  an y poin t  i n tim e a s al l  nationa l  economie s ar e abl e t o 
readil y adjus t  t o change s i n internationa l  price s wit h minima l  dislocation . 
4.  Secur e lan d tenanc y exist s t o assur e capturin g benefit s o f  long-ter m 

investments . 
5.  Adequat e marke t  informatio n i s provide d t o bot h buyer s an d sellers ,  especiall y 
th e characteristic s o f  th e product s offere d an d thei r  price . 
6.  Safet y net s mitigat e ris k an d uncertaint y fo r  thos e affecte d b y economi c 
misfortune s o r  weather-relate d event s (Keyfitz ,  1991 :  7-1 4 cite d i n Todaro ,  2000 : 
642-643) . 

The expression of these in Mexico will be discussed in more detail in Chapter 3. 

A major criticism of the general trade model is that its relationships exist 

only in theory, as many of the model's assumptions do not adequately reflect 

what is observed in the real world; full employment does not exist, factors of 

production are not immobile internationally nor are they necessarily mobile 

domestically ,  etc. .  A s well ,  th e marke t  precondition s an d institution s describe d 

are specific to the cultures and values of only a handful of countries. 

It  i s  als o ofte n assume d tha t  th e mode l  i s neutra l  i n regar d t o th e 

normative judgements it makes. An "invisible" hand decides the outcome of 

"where, what, when and for whom?" goods and services will be produced. 

However, that aN goods and services must be assigned a price in the market in 

order to be produced and that the price is directly proportional to the buyer's 

ability to pay, are themselves normative, value-laden assumptions. As we shall 

see, in the  economfa campesina  or subsistence framework, the relative values 

placed on factors of production and the final product, maize can be distinct. 
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Give n th e assumption s name d i n th e commercia l  framework ,  th e decision ­

makin g proces s fo r  commercia l  producer s i s base d o n thei r  knowledg e o f  th e 

characteristic s o f  th e factor s o f  production ,  an d fina l  good ,  maize ,  embedde d i n 

th e competitivel y establishe d marke t  price .  Thi s implie s a  functionin g 

communicatio n infrastructure . 

W h en commercia l  producer s discer n tha t  profit s ar e increasin g ove r  time , 

th e expecte d respons e i s tha t  the y wil l  increas e thei r  productio n o f  maize .  I n th e 

presen t  investigation ,  th e producers '  productio n decisio n wil l  b e measure d b y th e 

allocatio n o f  lan d t o maize .  W h e n profit s decline ,  i t  i s  expecte d tha t  lan d wil l  b e 

allocate d t o othe r  crop s an d thu s maiz e are a woul d b e decreased .  Similarl y 

w h en economi c losse s ar e expected ,  commercia l  producer s woul d ceas e t o 

produc e maiz e an d instea d allocat e lan d resource s t o othe r  crop s o r  productiv e 

activities . 

It  w a s expecte d tha t  Mexic o woul d n o longe r  produc e maiz e commerciall y 

on a  larg e scal e afte r  th e liberalizatio n an d integratio n o f  th e maiz e econom y int o 

N A F T A.  Th e polic y chang e i n 199 6 tha t  resulte d i n th e convergin g o f  th e 

domesti c pric e o f  maiz e wit h th e lowe r  worl d price ,  offer s a n opportunit y t o 

examin e th e observe d respons e o f  Mexica n maiz e producer s t o th e scenari o o f 

declinin g an d eve n negativ e profits .  O n th e surfac e a t  least ,  i t  appear s tha t  th e 

neo-classica l  commercia l  framewor k describe d doe s no t  adequatel y explai n th e 

productio n decision s actuall y oberserved .  Labou r  us e i n agricultur e decline d b y 

jus t  unde r  7  % durin g th e perio d o f  liberalization .  However ,  th e chang e wa s no t 

th e resul t  o f  a  retoolin g o f  agriculture .  A s wil l  b e show n i n Chapte r  three ,  th e 

aggregat e o f  maiz e producer s responde d t o shar p decline s i n price s (estimate d 
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at  4 5 % )  an d profit s b y continuin g t o devot e th e s a m e are a o f  lan d t o maiz e 

production .  Th e framewor k o f  th e peasan t  economy ,  o r  economfa  campesina, 

m ay provid e a  bette r  explanatio n fo r  wha t  wa s ha s bee n observed . 

Th e Peasan t  E c o n o m y 

Alexande r  Schejtma n point s ou t  tha t  mos t  studie s d o no t  regar d peasan t 

agricultur e a s a  distinc t  for m o f  organizin g production .  Fro m th e vie w o f  th e 

"change "  dynami c o f  liberalis m jus t  presented ,  peasan t  agricultur e i s viewe d 

simpl y a s a  remnan t  o f  pre-capitalis m tha t  i s destine d t o disappea r  a s moder n 

commercia l  agricultur e i s established .  Accordin g t o thi s analysis ,  empirica l 

difference s observe d betwee n moder n an d traditiona l  subsistenc e agricultur e ar e 

attribute d t o th e relativ e scal e an d availabilit y  o f  factor s o f  production .  Th e 

allocatio n o f  resource s b y al l  producer s i s see n t o b e governe d b y a  singl e 

decisio n rational ,  tha t  o f  minimisin g cost s an d maximisin g profit s a s discipline d 

by price s (Schejtman ,  1988 :  364) . 

For  example ,  Roge r  Bartra ,  a  note d write r  o n Mexica n agriculture ,  state s 

that ,  "ther e i s n o indigenou s m o d e o f  productio n distinc t  fro m th e simpl e 

commodit y o r  capitalis t  economies" .  H e point s t o th e participatio n o f  rura l 

Mexican s a s da y labourer s i n moder n enterprise s a s evidenc e o f  peasan t 

integratio n int o th e large r  capitalis t  econom y (Bartra ,  1993 :  181) .  Schejtma n 

doe s no t  den y tha t  ther e i s no t  a  linkag e o r  relationshi p betwee n th e capitalis t 

syste m an d th e peasan t  economy ,  bu t  point s t o th e relativ e shallownes s o f  thi s 

integratio n i n contras t  t o th e argumen t  tha t  th e peasan t  econom y i s merel y a n 

outcom e o r  functio n o f  capitalism . 
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Definin g wha t  i s mean t  b y th e economfa  campesina,  o r  th e peasan t 

econom y (thes e term s wil l  b e use d interchangeably) ,  mus t  begi n wit h 

understandin g th e term ,  peasan t  o r  campesino  i n Mexico .  Divers e huma n 

civilisation s hav e live d i n wha t  i s no w present-da y Mexico ,  fo r  ove r  5  thousan d 

years .  Thi s cultura l  diversit y persists ,  i n spit e o f  effort s tha t  bega n i n th e 19t h 

Centur y an d tha t  continu e eve n toda y i n a n effor t  t o assimilat e indigenou s 

people s int o a  single ,  homogenou s Mexica n societ y (Bonfil ,  1987) .  A n indicato r 

use d i n Mexic o t o identif y indigenou s populations ,  flawe d a s i t  m a y be ,  i s 

language .  Th e mothe r  tongu e o f  approximatel y 1 4 % o f  Mexico' s populatio n i s 

not  Spanis h an d i t  i s assume d tha t  becaus e the y spea k a n indigenou s languag e 

the y ar e th e onl y remainin g indigenou s peoples .  I n 1988 ,  5 5 distinc t  indigenou s 

language s wer e documente d encompassin g ove r  20 0 dialect s (SIL ,  1996) .  Fa r 

fro m disappearing ,  betwee n 197 0 an d 199 0 th e indigenou s populatio n measure d 

i n thi s wa y gre w b y 2. 7 % annuall y compare d t o onl y 2 % fo r  th e Mexica n 

populatio n a s a  whol e (SEDESOL ,  2001) . 

I n contras t  t o th e languag e criteri a officiall y  use d t o measur e indigenou s 

populations ,  i t  i s  estimate d tha t  a  quarte r  o f  Mexico' s populatio n regard s itsel f  a s 

campesino.  "Campesino"  i s th e rura l  productiv e fac e o f  almos t  al l  o f  Mexico' s 

indigenou s populatio n fro m th e lechero  i n th e hig h land s o f  Jalisco ,  th e oaxaquita 

tha t  pick s tomatoe s i n Culiacan ,  th e henequenero  i n Chiapa s an d th e maicero 

tha t  weave s rug s i n th e mountain s o f  Guerrer o (A .  Bartra ,  1998 :  3) .  Wha t  the y 

hav e i n c o m m o n i s diversity ;  historic ,  economic ,  ethni c an d productiv e (Cruz , 

1998 :  1 ,  S E D E S O L,  2001 :  3 ,  Bartra ,  1998 :  3) . 
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Maiz e productio n i s thei r  mos t  importan t  activit y althoug h cro p yields , 

level s o f  investmen t  an d technolog y var y widel y (Cruz ,  1998 :  1) .  A t  leas t  16 7 

distinc t  agricultura l  productio n system s hav e bee n identifie d i n Mexico , 

correspondin g t o differen t  combination s o f  economi c incentives ,  growin g 

conditions ,  yiel d profile s an d productio n cost s (Zuloaga ,  1994 :  93 )  makin g 

genera l  equilibriu m analyse s use d i n th e neo-classica l  framewor k a s difficul t  t o 

construc t  a s i s a  definitio n fo r  a n "average "  campesino. 

On th e on e hand ,  th e governmen t  o f  Mexic o state s tha t  indigenou s peopl e 

us e a  logi c differen t  tha n tha t  o f  th e large r  mestizo  populatio n (SEDESOL :  2001 : 

4) .  O n th e othe r  hand ,  Guillerm o Bonfi l  i n Mexico  profundo  argue s tha t  th e 

essentia l  element s o f  indigenou s cultur e appl y t o mos t  Mexican s includin g 

mestizos,  althoug h the y m a y b e unawar e o f  o r  eve n den y thei r  origi n (Bonfil , 

1987) .  Ther e i s n o typica l  Mexica n campesino.  However ,  i t  i s  possibl e t o mak e 

some generalization s abou t  ho w the y ar e organize d i n productiv e unit s an d th e 

expecte d directio n o f  thei r  productio n respons e t o change s i n price s o f  maiz e a s 

outline d previousl y fo r  th e neo-classica l  framework . 

Labou r 

A.  W .  Lewi s distinguishe d betwee n th e economfa  campesina  an d 

capitalis t  view s o f  labou r  becaus e th e forme r  doe s no t  offe r  a  wag e i n retur n fo r 

labou r  an d becaus e profi t  i s  no t  it s  motiv e (Lewis ,  1954 :  142) . 

Schejtma n explain s th e significanc e t o th e peasan t  econom y o f  retainin g 

what  fo r  th e capitalis t  woul d b e unproductiv e labour .  Th e suppl y o f  labou r  fo r  a 

peasan t  uni t  i s  determine d b y th e siz e o f  th e famil y an d th e stag e o f  eac h o f  it s 
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member's biological cycle. 35 As Lewis states, unlike the capitalists who can 

dismiss "unproductive" labour, the participants of the peasant economy are 

morally committed to their labour supply. It is a relatively fixed, not a variable 

factor of production. Heads of household find work for all members of the family 

by  increasing the intensity and range of their efforts, regardless of whether or not 

such efforts are productive in the commercial sense. A common contemporary 

rural saying reflecting this same logic is that farmers have "more time (labour) 

than money (capital)". 

The peasant family maximises its income, measured by subsistence 

goods (versus profits). All members of the family including women, children 

(both adult and minors) and ageing parents contribute to productive activities on 

what in most cases is marginal land. 36 Until its subsistence requirements are 

met, it is prepared to devote additional labour to productive activities even though 

this labour may be remunerated at a lower rate. It will produce anything it can, 

for which it would otherwise have to enter the marketplace to obtain. This allows 

the peasant to continue to live on an income, that in statistical terms, is 

insufficient (Schejtman, 1988: 373-374). 

The further the peasant is from meeting his subsistence requirements the 

more days he will be willing to work off his holding (ibid. : 380-381). In contrast, 

the commercial sector will only commit its resources when there is a reasonable 

probability of profit, or in the case of a wage-good labourer, he or she demands 

35 The socially-accepted and age specific labour capacities. 
36 Fo r  exampl e Presiden t  Gustav o Dia z Orda z (1964-1970 )  distribute d 2 5 millio n hectare s o f  lan d 
i n Mexic o t o peasant s bu t  onl y 1 0 % wa s arabl e (Ortero ,  1989 :  298 ,  293) . 
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as m u c h paymen t  fo r  ever y hou r  o f  labou r  contribute d t o a n enterpris e (Ibid .  : 

371 )  u p t o th e lega l  max imu m an d then ,  overtim e mus t  b e paid . 

Th e peasantr y i s define d b y Schejtma n a s bein g dominate d b y famil y unit s 

wit h acces s t o land ,  whos e primar y activit y i s agricultura l  productio n an d whos e 

most  importan t  goa l  i s  t o ensur e it s members '  subsistenc e an d th e reproductio n 

of  it s  livin g an d workin g condition s (Schejtman ,  1988 :  366) .  Thi s i s th e "change " 

aspec t  previousl y mentioned .  Whil e th e reproductio n o f  th e commercia l  syste m 

relie s o n creatin g profit s fro m th e factor s o f  productio n a t  it s  disposa l  (land , 

labour, 37 capital) ,  th e motivatio n o f  th e peasantr y i s th e reproductio n o f  itsel f 

throug h th e subsistenc e o f  al l  o f  th e member s o f  th e nuclea r  famil y uni t  an d o f 

th e community . 

Lan d 

I n th e economfa  campesina,  lan d i s regarde d a s somethin g mor e tha n a 

facto r  o f  productio n t o whic h a  pric e ca n b e assigned .  I t  represent s a  vita l  sourc e 

of  foo d an d a  territoria l  spac e linke d t o bot h individua l  an d socia l  identity .  Lan d i s 

a sourc e o f  powe r  an d prestig e deepl y embedde d i n Mexico' s continuin g pluralit y 

of  cultures .  Acces s o f  familie s t o lan d organize d i n ejidos  aros e a s a  popula r 

means o f  achievin g socia l  justice .  I t  i s  thu s propose d tha t  rura l  lan d market s i n 

th e economfa  campesina  d o no t  operat e simpl y o n th e principle s o f  suppl y an d 

demand,  bu t  ar e complicate d b y socia l  an d politica l  factors .  A s a n example ,  i t 

ha s bee n observe d tha t  i n rura l  communities ,  privat e lan d tend s t o b e sol d onl y t o 

peopl e regarde d a s bein g par t  o f  th e communit y an d denie d t o outsiders , 

37 Thi s include s th e peasan t  labou r  economy . 
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regardles s o f  th e pric e tha t  i s  offered .  I n th e economfa  campesina  th e surviva l  o f 

th e communit y i s linke d t o th e socia l  limit s tha t  ar e place d o n lan d market s 

(Diego ,  1998:6,8) . 

Lan d i s a  constan t  tha t  define s peasan t  agriculture .  Fo r  Schejtman ,  th e 

dominan t  productio n substitutio n identifie d i s betwee n lan d an d labour ,  labou r 

and land ,  whil e i n a  commercia l  model ,  i t  i s  betwee n lan d an d capita l  an d labou r 

and capita l  (Schejtman ,  1988 :  370) .  Thi s intimat e physica l  involvemen t  o f  th e 

peasan t  communit y i n a  two-facto r  (lan d an d labour )  subsistenc e economy ,  n o 

doub t  contribute s t o th e powerfu l  bon d an d spiritua l  relationshi p a m o n g 

peasants ,  lan d an d th e stapl e cro p tha t  i s  produced ,  maiz e i n th e cas e o f  Mexico . 

I n star k oppositio n t o th e neo-libera l  assumptio n o f  man y smal l  an d 

anonymou s producer s w h o individuall y attemp t  t o minimiz e cost s an d maximiz e 

profits ,  Mexica n indigenou s communitie s an d ejidos  ar e administere d unde r  a 

comple x socia l  syste m o f  decisio n making .  Whil e thi s syste m ha s adapte d t o 

outsid e pressure s an d opportunitie s tha t  hav e arise n ove r  time ,  i t  i s  sai d b y th e 

governmen t  o f  Mexic o t o hav e retaine d it s origina l  essenc e o f  a n econom y tha t 

makes us e o f  sophisticate d allocation s o f  tim e an d communit y labou r  t o satisf y 

bot h communit y an d famil y need s ( S E D E S O L ,  2001 :  1 )  versu s individua l 

accumulation . 

Capita l 

Th e Mexica n campesino  househol d i s a n economi c acto r  a s Schejtma n 

point s out ,  bu t  mor e importantly ,  i t  i s  a  par t  o f  a  comple x socia l  fabri c whos e 

cente r  i s th e agraria n community .  Variou s intensitie s o f  communit y integratio n 

wit h th e commercia l  syste m exis t  amon g th e divers e group s tha t  mak e u p rura l 
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Mexic o bu t  th e campesino  i s neve r  a  singl e perso n o r  eve n a  family .  Instead ,  a 

campesino  i s par t  o f  th e ful l  rang e o f  economi c an d socia l  relation s tha t  ar e 

connecte d b y th e neighbourhood ,  th e community ,  th e agricultura l  guil d an d th e 

region .  Campesinos  us e capita l  bu t  it s accumulatio n i s subordinat e t o 

sociocultura l  objectives .  Th e wellbein g o f  th e communit y come s befor e profits . 

Th e community ,  o n whic h one' s sens e o f  belongin g depends ,  i s preserve d a t  al l 

cost s (A .  Bartra ,  1998 :  6,9) . 

Price s 

Th e peasan t  relationshi p t o th e marketplac e i s distinc t  fro m th e 

commercia l  secto r  i n tha t  productio n decision s ar e no t  geare d towar d producin g 

what  i s saleabl e o r  th e mos t  profitable .  Crop s ar e grow n tha t  wil l  consistentl y 

suppor t  th e unit' s  subsistenc e requirements .  Th e peasan t  uni t  sell s smal l 

portion s o f  it s  crop 38 o r  hire s it s member s ou t  a s labourers ,  a s specifi c  need s 

aris e fo r  good s tha t  i t  canno t  itsel f  produc e and ,  i n orde r  t o mak e externa l  cas h 

payment s suc h a s taxe s o r  rent s tha t  ar e impose d upo n i t  (Schejtman ,  1988 : 

372) .  Th e variou s analyse s m a d e tha t  conclude d tha t  lowe r  maiz e price s woul d 

har m onl y th e commercia l  productio n unit s i n Mexic o exclude d th e possibilit y  tha t 

subsistenc e unit s wer e economi c actors .  Th e valuatio n o f  thei r  statu s a s ne t 

buyer s o f  maiz e s o m e h o w exclude d th e sellin g dynami c o f  thei r  marke t 

participation . 

Consumptio n subsidie s lik e thos e formerl y offere d a t  C O N A S U PO stores , 

th e grantin g o f  ejidos  an d proximit y t o citie s wher e da y labou r  ca n b e obtained , 
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all tend to broaden the options that permit the subsistence peasant unit to 

survive.  A growing population, deteriorating ecological factors and increasing 

dependence upon the market place (i.e. it being more difficult to consistently 

satisfy cash requirements) threaten the peasant unit's ability to be self-sustaining 

and would be expected to lead to the gradual elimination of the peasantry (Ibid.: 

384-386). 

The peasant unit does not enter into the market place with the intention of 

accumulating wealth. It does so only to meet its immediate cash needs as part of 

a larger risk-mitigating strategy. As a result of this approach to the market, the 

price at which peasants offer their products for sale and at which they are willing 

to work is far below what a capitalist would exchange his products or labour for. 

The peasant's criteria for judging whether or not a given activity is worth the 

investment of labour or the opportunity cost of selling a small portion of its 

production is based upon whether or not the transaction will meet the immediate 

requirements (Schejtman, 1988: 380). On this point, in the context of falling 

maize prices, one would expect subsistence maize producers to increase their 

production of maize given that they would anticipate having to sell a larger 

quantity of their production in the marketplace over and above their subsistence 

requirements in order to meet the same level of external cash needs. 

Risk and Uncertainty 

The peasant unit attempts to internalise risks and uncertainty in order to 

lessen the variability of its output of subsistence goods, not profits. Peasants 

38 It is understood that generally, these would be regarded as surplus amounts though in fact they 
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tend to shield themselves from risk and uncertainty in their selection of proven 

reliable crops, reducing the amount of purchased inputs to the lowest level 

possible,  and similarly, their participation in the market place. They rely instead 

on their most abundant resource, labour (Schejtman, 1988: 375). 

When asked if he would consider using hybrid seeds, an ejiditario 

responded,  "Como nuestras tierras son muypocas no podemos, arriesgas el pan 

de nuestras bocas. Es por eso que no sembramos hibrido". 39 While this 

statement was made in the mid 1960's, in the 1980s it was estimated that only 

16% of Mexico's maize acreage was planted with improved varieties compared to 

nearly 100% in the USA (Conchiero, 1995: 199). In the capitalist way of thinking, 

given the proven superiority of the new varieties, the  campesino  is responding 

irrationally. However, this analysis does not consider the possibility of different 

values being placed on production (subsistence) and its goal (reproduction of the 

peasant unit). 

Frank Cancian offers a different view of why peasants do not demand 

higher prices for their labour or goods produced. Cancian first makes a 

distinction between risk and uncertainty. Risk, in neo-classical terms, is the 

special  condition where uncertainty is measurable or quantifiable (and associated 

with a market price). For Cancian, risk describes a situation in which the actor 

knows the odds for and against a desirable outcome resulting from a given 

course of action, whereas uncertainty describes a situation where he does not. 

may not be. 
39 Becaus e w e hav e suc h a  smal l  amoun t  o f  land ,  w e ar e no t  abl e t o ris k losin g th e foo d i t  migh t 
produce .  An d s o w e d o no t  plan t  hybri d seed s (fre e translation) . 
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Peasan t  productio n an d marke t  decision s ar e considere d t o b e m a d e i n th e 

contex t  o f  uncertaint y versu s risk ,  i n th e absenc e o f  ful l  marke t  informatio n 

(Cancian ,  1972 :  191) .  Thi s m a y aris e becaus e o f  poo r  informatio n channels , 

intermediarie s wit h veste d interests ,  languag e barrier s etc. .  I n th e presen t 

investigation ,  a n effor t  wil l  b e m a d e t o addres s th e structur e o f  communication s 

and transportatio n system s a s a  possibl e explanatio n fo r  th e apparen t  marke t 

failur e demonstrate d b y producer s continuin g t o gro w maiz e eve n thoug h i t  i s  no t 

profitabl e t o s o i n commercia l  terms . 

Conclusio n 

Thi s chapte r  ha s contraste d tw o distinc t  theoretica l  decision-makin g 

framework s withi n whic h farmer s m a k e decision s o f  wha t  crop s t o plant .  Th e 

economfa  campesina  i s associate d wit h subsistenc e agriculture ,  whil e th e neo ­

classica l  framewor k i s associate d wit h commercia l  production .  Commercia l 

productio n assume s tha t  produce r  decision s ar e motivate d b y th e potentia l  fo r 

maximisin g profit s i n orde r  t o accumulat e capital .  Commercia l  farmer s ar e 

cognisan t  o f  an d respon d t o price s suc h tha t  i f  profi t  potentia l  increases ,  a  shif t  t o 

increas e maiz e productio n i s expected .  I f  profit s decreas e a  shif t  t o decreas e 

productio n i s expected .  W h e n profit s ar e negative ,  productio n woul d b e 

expecte d t o ceas e an d b e replace d b y othe r  profitabl e crops . 

Fran k Cancia n suggest s tha t  economi c m a n alway s operate s withi n a 

cultura l  framewor k prio r  t o determinin g th e value s made .  I t  i s  th e cultura l 

framewor k tha t  define s values ,  wit h whic h h e o r  sh e the n economise s (Cancian , 

1972 :  191) .  I n th e neo-classica l  framework ,  land ,  labou r  an d maiz e price s ar e 

take n t o b e determine d b y suppl y an d demand ,  whil e cultur e an d socia l  adhesio n 
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ar e no t  give n a  value .  I n th e economfa  campesina,  th e valuatio n i s distinct . 

Price s associate d wit h thes e s a m e factor s o f  productio n an d outpu t  ar e inversel y 

proportiona l  t o hi s o r  he r  labou r  inpu t  o r  participatio n i n th e market .  W h e n maiz e 

an d labou r  price s ar e high ,  marke t  participatio n nee d onl y b e limite d i n orde r  t o 

obtai n th e unit' s  cas h requirements .  Th e peasan t  doe s no t  nee d t o produc e 

much o f  a  surplu s t o cove r  bot h th e subsistenc e an d th e cas h need s necessar y 

t o sustai n th e unit .  However ,  i f  price s ar e low ,  th e peasan t  uni t  woul d b e 

obligate d t o increas e productio n ove r  an d abov e hi s subsistenc e needs .  H e 

woul d hav e t o produc e mor e maiz e t o sel l  o r  alternatively ,  participat e t o a  greate r 

degre e i n th e labou r  marke t  i n orde r  t o mee t  th e unit' s  cas h requirements . 

I n Mexico ,  larg e commercia l  producer s contro l  abou t  4 0 % o f  arabl e lan d 

an d acces s tw o third s o f  th e capita l  resource s use d i n agricultura l  productio n i n 

Mexic o (Conchiero ,  1995:18) .  The y dominat e economically ,  bu t  i f  th e measur e i s 

shee r  h u m a n mass ,  i t  i s  peasan t  agricultur e tha t  i s mor e important .  2,773,88 7 

ejidos  an d 443,09 1 indigenou s communitie s compris e 8 7 % o f  agricultura l 

producer s an d the y contro l  6 0 % o f  lan d resources .  Individually ,  peasant s hav e 

limite d lan d tha t  i s generall y o f  poo r  qualit y an d the y hav e acces s t o fe w capita l 

resources . 

Th e followin g chapte r  analyse s th e respons e o f  thi s comple x mi x o f  asset s 

and decisio n maker s t o fallin g maiz e price s an d profitability . 



C H A P T ER 3 

MAIZE PRODUCTION 
Introductio n 

I n th e lat e 1980's ,  th e goa l  o f  attainin g domesti c foo d self-sufficienc y i n 

Mexic o wa s abandone d i n favou r  o f  a n open-marke t  mode l  i n whic h Mexic o 

woul d specialis e i n th e productio n o f  crop s fo r  whic h i t  ha d a n identifie d 

competitiv e advantage ,  an d trad e fo r  thos e i t  di d not ,  specifically ,  maize . 

Thi s chapte r  begin s b y explorin g th e definitiona l  distinctio n mad e betwee n 

commercia l  an d subsistenc e productio n unit s i n th e structura l  organisatio n o f 

maiz e productio n i n Mexico .  Usin g th e classificatio n mad e b y th e Mexica n 

Departmen t  o f  Agricultur e SAGAR,  tw o grouping s o f  state s ar e identifie d a s 

bein g dominate d b y eithe r  commercia l  o r  subsistenc e agriculture .  Thes e tw o 

grouping s ar e use d a s a  basi s o f  comparison s throughou t  th e chapte r  t o 

determin e i f  the y hav e responde d differentl y t o th e reductio n i n maiz e price s 

sinc e domesti c price s converge d wit h worl d price s i n 1996 .  Majo r  change s i n 

polic y instrument s an d initiative s introduce d sinc e 198 8 b y th e Governmen t  o f 

Mexic o tha t  affec t  th e domesti c maiz e econom y wil l  als o b e discusse d i n term s o f 

thei r  relevanc e t o th e decision-makin g framework s identifie d i n Chapte r  Two . 

Thi s chapte r  investigate s th e dynamic s o f  th e observatio n tha t  th e are a o f  lan d 

dedicate d t o maiz e productio n i n Mexic o ha s no t  bee n reduced .  I t  conclude s b y 

discussin g th e degre e t o whic h thi s observatio n ca n b e understoo d usin g th e 

decision-makin g framework s o f  th e economfa  domestica  an d th e commercia l 

syste m respectively . 

42 
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Th e Structur e o f  th e Maiz e E c o n o m y 

Accordin g t o th e 199 1 Mexica n censu s o n agriculture ,  ther e wer e betwee n 

2. 5 an d 3  millio n maiz e productio n unit s i n Mexico .  Thi s represent s abou t  1 8 

millio n peopl e wh o depende d i n on e degre e o r  another ,  o n maiz e productio n fo r 

thei r  livelihood .  2 6 % o f  maiz e productio n occurre d o n irrigate d lan d whil e th e 

remainin g 7 4 % wa s o n rain-fe d lan d (Moha r  Ponce ,  2001 :  60) . 

Agai n referrin g t o th e 199 1 censu s data ,  2 3 % o f  maiz e producer s obtaine d 

goo d yield s (2.8-3. 2 tonnes/hectare) ,  produce d 5 0 % o f  th e tota l  maiz e cro p 

(som e o f  thes e ar e ejiditarios)  an d wer e ne t  seller s t o th e marke t  (Idem) .  Thei r 

productio n syste m i s characterise d b y intensiv e us e o f  capital ,  technology ,  large -

scal e productio n (relatively )  an d hig h level s o f  marke t  participation .  Th e 

decision-makin g criteri a i s understoo d t o b e focuse d o n generatin g max imu m 

profit s (SAGAR ,  2000 :  26) . 

S A G A R,  identifie s eigh t  state s wher e commercia l  maiz e productio n 

define d i n thi s wa y i s th e dominan t  productio n system :  Sinaloa ,  Sonora ,  Jalisco , 

Tamaulipa s an d th e Bajf o regio n whic h include s Agua s Calientes ,  Sa n Lui s 

Potosi ,  Guanajuato ,  Quereter o (Idem) .  Dat a fro m thes e state s wil l  b e use d 

subsequentl y t o mak e a  numbe r  o f  comparison s wit h th e othe r  productio n 

system ,  peasan t  agriculture ,  i n orde r  t o gaug e th e degre e t o whic h the y ma y 

hav e responde d differentl y t o change s i n th e maiz e pricing . 

The secon d group ,  comprisin g 5 0 % o f  producers ,  obtaine d relativel y lo w 

yield s (1. 5 tonnes/hectare )  an d produce d 4 0 % o f  th e nationa l  maiz e crop .  Th e 

las t  2 7 % o f  producer s farme d 2 1 % o f  agricultura l  lan d an d produce d onl y 1 0 % o f 

th e tota l  maiz e crop .  I n 1991 ,  4 6 % o f  al l  maiz e producer s indicate d tha t  the y d o 
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not  sel l  maiz e i n th e marke t  (Moja r  Ponce ,  1999 :  60) .  S A G A R identifie s th e 

productio n priorit y o f  thi s secon d grou p a s bein g t o assur e th e suppl y o f  maiz e 

fo r  individua l  househol d consumption .  The y d o no t  use d improve d seed s an d 

contrar y t o wha t  th e peasan t  logi c framewor k suggests ,  accordin g t o S A G A R 

the y mak e us e o f  significan t  amount s o f  fertilise r  an d pesticides .  Famil y labou r  i s 

use d intensivel y t o produc e maize .  Nin e state s ar e identifie d a s bein g dominate d 

by subsistenc e agriculture :  Estad o d e Mexico ,  Puebla ,  Guerrero ,  Morelos , 

Veracruz ,  Oaxaca ,  Chiapas ,  Hidalg o an d Yucata n (SAGAR ,  2000 :  26) . 

Thi s structur e o f  maiz e productio n i s displaye d graphicall y i n Figur e 3.0 . 

The grouping s ar e m a d e o n th e basi s o f  maiz e yield s wit h thos e achievin g yield s 

of  2.0-3. 2 Tonnes/h a bein g classifie d a s commercia l  producer s an d thos e 

producin g les s tha n 1. 5 Tonnes/h a classifie d a s subsistence . 

Figur e 3. 0 Maiz e Produce r  Productivit y 

Commercia l  2.8-3. 2 Subsistenc e 1. 5 T  Subsistenc e <1. 5 

% Tota l  Producer s o r  %Tota l  Maiz e Produce d 

Source :  Author' s constructio n fro m Moja r  Ponce ,  1999 :  60 . 
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O ne canno t  hel p bu t  not e th e correlatio n betwee n th e subsistenc e state s 

and a high incidence of poverty and social unrest throughout the history of 

Mexico. These eight subsistence states are also the same states with the 

highest population of peoples that still speak indigenous languages in Mexico. In 

both 1995 and 1997, only 8 % of the total indigenous population lived in the 

named states representative of commercial agriculture, while the eight states 

representing subsistence agriculture accounted for 79% of Mexico's total 

indigenous population (King, 2000: 8). It seems reasonable to conclude that 

subsistence agriculture is associated with indigenous populations given that 

language as an identifier likely underestimates the size of population. 

Figure 3.1 shows that the relative proportion of the number of  ejiditarios  to 

private agricultural units is nearly identical for the two systems, approximately 

Figur e 3. 1 Compariso n Productio n Unit s &  Lan d 
Area :  Commercia l  vs .  Subsistenc e State s 

90429 16153 78109 2 79860 6 
•  •  . i  •  • • 

1611350 _ 56943 3 

748844 1 
.L-J " 

2 256457 ) 

"Units " 
Subsistenc e 

State s 

"Units " 
Commercia l 

State s 

"Are a Ha " 
Subsistenc e 

State s 

"Are a Ha " 
Commercia l 

State s 

•  Privat e •  Ejid o •  Mixe d 

Source :  Author' s constructio n fro m INEGI .  2001 .  "Principale s 
Caracterfstica s d e la s Unidade s d e Produccio n Rurales ,  1991" . 

http://www.inegi.gob.mx . 

http://www.inegi.gob.mx
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6 5 % an d 3 1 % respectively .  (Th e mixto  categor y consist s o f  person s wit h lan d i n 

bot h categories) .  However ,  w e als o se e tha t  th e averag e lan d endowmen t  varie s 

considerabl y betwee n th e tw o grouping s o f  states .  I n th e commercia l  grouping , 

ejiditarios  contro l  o n averag e 1 3 h a o f  land ,  whil e th e privat e productio n unit s 

contro l  9 2 ha .  I n th e subsistenc e groupin g th e ejiditarios  contro l  o n averag e 6  h a 

of  lan d whil e th e privat e productio n unit s contro l  1 2 h a o f  land .  Relativel y smal l 

lan d holding s ar e a  distinctiv e featur e o f  th e subsistenc e state s i n Mexico .  W e 

wil l  no w m o v e t o a  discussio n o f  th e developmen t  o f  maiz e price s i n Mexico . 

Maiz e price s i n Mexic o 

I n orde r  t o m a n a g e th e ris k o f  no t  havin g adequat e domesti c supplie s o f 

basi c foo d item s a t  reasonabl e prices, 40 government s world-wid e hav e 

implemente d policie s t o foste r  foo d self-sufficiency .  Thes e policie s includ e 

domesti c pric e supports ,  cro p insuranc e programs ,  preferentia l  credi t  an d 

marketin g scheme s a s wel l  a s tarif f  an d quot a barrier s whic h hav e th e effec t  o f 

shieldin g domesti c producer s fro m incom e fluctuation s ( O E C D ,  1987:10 )  an d 

consumer s fro m price s tha t  reflec t  th e leve l  o f  productio n ris k involve d i n 

agriculture .  Close d an d highl y protecte d domesti c agricultura l  sector s wer e th e 

nor m i n th e 1980' s world-wide ,  Mexic o wa s n o exception . 

As par t  o f  it s  IS I  strategy ,  Mexic o impose d stric t  restriction s o n agricultura l 

trad e i n th e for m o f  quota s an d tariff s tha t  covere d 1 0 0 % o f  domesti c productio n 

and imports .  I n 1989 ,  th e maiz e subsid y t o producer s amounte d t o U S $ 72.8 0 

per  tonn e o r  5 4 % o f  th e worl d price .  Maiz e consumptio n wa s als o subsidise d t o 
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the tune of US$ 50.37 per tonne or 37% of the world price (Barbier and Burgess, 

1994 cited in Doroodian and Boyd, 1999: 151). In 1991 the world maize price 

adjusted for quality differences between yellow and white maize, was US$ 

132.50 per tonne, while the Mexican domestic price guarantee to producers was 

US$ 226.60 per tonne (Levy, May 1992: 21). 

In 1989, 68 state-owned agricultural enterprises were involved in all 

aspects of agricultural production, processing and distribution. The most 

important of these to maize production was the  Compania Nacional de 

Subsistencias  Populares  (CONASUPO). It managed a network of processing 

plants,  storage facilities, urban markets and rural stores. It also functioned as the 

sole legal importer of strategic products, including maize. CONASUPO was also 

responsible for managing Mexico's system of guaranteed maize prices and 

subsidies for production inputs (WB SAR, 15 June, 1994: 2). 

From 1988 to 1994 Mexico underwent a radical change toward achieving 

a market economy and participation in NAFTA. State support of agricultural 

production,  technical services, investment, input subsidies, marketing, price and 

other subsidies were almost completely withdrawn. State enterprises related to 

agriculture were privatised and nearly all trade protection of the sector removed 

(World Bank:June 1,1994:2-4). Under NAFTA, Mexico agreed to gradually 

liberalise its maize sector in exchange for guaranteed access to the Canadian 

and the US markets for horticultural products and other labour-intensive crops in 

which it believed it had a competitive advantage (Raghavan, 2000: 3). 

For  example ,  du e t o cro p failure ,  natura l  disasters ,  lac k o f  reliabl e an d efficien t  transportatio n 
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As a result of the Uruguay Round of the GATT, Mexico converted import 

licenses into tariff-rate quotas 41 for maize (215%) and beans, agreeing to reduce 

this rate by a minimum of 10% (193.5% for maize) by 2004. However, under 

NAFTA, it agreed to completely phase-out this form of trade protection by 2009. 

By the year 2000, 24 % of the restrictive limit of the quota was also to be 

eliminated (NAFTA, October 26, 2000). The state enterprise, CONASUPO, that 

managed the system of guaranteed maize prices and consumer subsidies would 

be gradually dismantled. Targeted direct income support under the PROCAMPO 

program was provided to ensure a smooth transition toward a market system. 

Just a little less than a year into NAFTA, the 1994/1995 devaluation of 

the peso had the effect of dropping the guaranteed price of maize offered by 

CONASUPO below the world price (Casco Flores, 1999: 998). In August of 

1996, Mexico took advantage of the converging international and domestic 

prices to accelerate and complete the liberalisation process, 12 years ahead 

of schedule (Raghavan, 2000: 5). In Figure 3.2 we see a sharp rise in the 

international maize price beginning about the same time as the peso crisis 

and peaking in mid 1996. This likely contributed to the Government of 

Mexico's optimism about future prices in it decision to liberalise the maize 

economy. Figure 3.3 looks at prices in Mexico for the Spring Maize crop 

from data collected by Fideicomisos Instituidos en Relation a la Agricultura 

networks or supply disruptions caused by wars or trade disputes. 
41 A  lo w tarif f  rat e i s charge d withi n quot a an d a  highe r  tarif f  rat e i s charge d fo r  ove r  quot a access . 
Th e effec t  i s  t o enabl e th e m a n a g e m e n t  o f  domesti c supplie s b y bein g abl e t o cu t  of f  over-quot a 

imports . 
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Figure 3.2 International Maize Prices 
MAIZE 
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Source: "Barclays Commodities Survey", 14 August 2000:12. 

(FIRA). 42 A country price was obtained by averaging the available data for 

each year. Real prices using 1994 as a base year were calculated using indices 

from Banxico, the Mexican central bank. Values are expressed as a single 

number for the entire year and thus the relationship to Figure 3.2 is only 

approximate. In December of 1994, Mexico abandoned its crawling peg 

approach to moderating the exchange rate of the peso to the USA dollar and 

instead allowed the peso to fluctuate according to supply and demand. This 

resulted in high rates of inflation in Mexico after this date. We see in Figure 3.3 

that  the real domestic prices (1994) tend to converge with the 

42 FIRA is a development bank that specialises in lending to commercial agricultural producers. It 
undertake s survey s o f  it s  client s t o gathe r  productio n information .  Becaus e cost s hav e bee n 
calculate d usin g a  unifor m methodology ,  FIRA' s survey s ca n b e use d t o monito r  an d compar e 
price s overtim e (Avalo s Sartorio ,  1998:14) . 
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Figur e 3.3 :  C h a n g e i n Maiz e Price s i n Mexic o 
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Source: Author's construction from FIRA and BANXICO data. 

general trend of the falling world maize prices after 1996. 

Figur e 3. 4 graph s productio n incom e an d expense s (curren t  pesos )  a s 

well as yields for commercial irrigated and rain-fed maize for the Spring crop, 43 

agai n usin g FIR A data .  A  significan t  chang e i s observe d i n al l  o f  thes e factor s i n 

1995, corresponding to the combined effect of the devaluation of the Mexican 

peso and the sharp increase in world prices for maize. The most striking feature 

after 1995 is the rapid loss of profitability for maize production, i.e., the 

converging of the expenses and income lines. Commercial producers reduced 

production expenses as income potential fell which also resulted in reduced 

yields. The continued high yield in 1996 likely occurs because production 

43 Tw o crop s pe r  yea r  ca n b e grow n unde r  irrigatio n bu t  th e larges t  portio n o f  th e cro p i s rain-fe d 
and i s plante d i n th e Spring . 
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Figur e 3.4 :  SPRIN G MAIZ E C R OP 
INCOME,  C O S TS O F PRODUCTION,  YIEL D 
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Source: Author's calculations from FIRA data. July 2001. 
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decisions for the Spring crop were made on the basis of market signals received 

prior to planting. Producers could not have anticipated the drop in prices or other 

factors such as Mexico's decision to fully liberalise Mexico's maize economy with 

the USA, twelve years in advance of what was agreed under NAFTA. The 

plunge in world prices in mid-1996 is attributed to the return of China as an 

exporter, increased exports from Argentina and new production records being set 

in the USA (Jourdain, 1997: 2-3). 

In regard to sales that occur within the context of the subsistence 

production system, as previously explained, unlike the commercial producers 

http://www.fira.gob.mx
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they are not disciplined to the same degree by the price of maize or by the capital 

inputs identified by FIRA. Their major inputs are family labour and land while the 

seed they plant is saved from the previous crop. One would expect less 

production response to price fluctuations because of this shallow integration with 

markets. 

CONASUPO 

Prior to 1990, CONASUPO managed the support price schemes for maize 

and  ten other grains and oilseeds and was the only legal importer of maize. After 

1990, price support was applied only to maize and beans. The largest crop and 

processing industry subsidy administered by CONASUPO was directed at the 

maize sector. Private processors on average paid 12% above the world price 

for maize between 1985 and 1989 while small  nixtamaleros, 44 who together 

supplied about 20% of processed maize, paid less than international prices. 

CONASUPO absorbed the cost of transportation, storage, losses, and 

administration overhead for both types of sales. The only conditon imposed was 

that commercial purchasers had to sell their output at the official controlled price 

(Anderson and Bannister, 1992:17). 

Beginning in 1992, CONASUPO's subsidiaries were eliminated, privatised 

or  transferred to the Ministry of Social Development (SEDESOL). 45 89% of 

CONASUPO's rural storage facilities were transferred to producers,  ejidos  or 

local  authorities reducing the activity of CONOSUPO in the market. In 1993 and 

1994 CONASUPO purchased an estimated 42% and 31% respectively of the 

Businesse s tha t  transfor m maiz e int o tortillas . 
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domestic market supply of corn. In 1995 this was reduced to only 7.4% as the 

result of a small domestic crop and better prices offered in markets (Casco 

Flores, 1999: 499) The pan-territorial price previously paid by CONASUPO was 

replaced by regional support prices set below the market price. 46 CONASUPO 

became the buyer of last resort versus its former position as the prefered national 

buyer (Avalos Sartorio, 1998: 13). 47 

In 1998 the Government of Mexico announced that CONASUPO's 

remaining assets would be liquidated. A joint task force was set up to encourage 

the private-sector to undertake the activities formerly carried out by CONASUPO 

and to ensure that maize supplies continued to flow during the transition period 

to areas previously serviced by CONASUPO. In 1999, seven private marketing 

firms were supplying maize to millers at the national level. They purchased 

domestically and through NAFTA (Casco Flores, 1999: 495-504). As of 

February 1999, CONASUPO could no longer legally import maize. DICONSA, a 

former subsidiary of CONASUPO, now under SEDESOL, distributes subsidized 

maize,  maize flour and other basic staples to targeted rural areas. In 1999 it had 

sales of 1.1 million tonnes of maize (INDESOL, 2001: 1), representing only about 

6% of domestic production. 

45 Secretarfa de Desarrollo Social 
46 Bas e pric e +  fixe d transportatio n pric e +  handlin g adjustmen t  +  regiona l  marketin g facto r  + 
qualit y adjustment . 
47 C O N A S U PO offere d a  guarantee d price ,  accessibl e deliver y points ,  an d paymen t  withi n 2 4 
hours . 
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PROCAMPO 

The goal of eliminating subsidies and tariff protection was to reach price 

parity  between domestically grown maize and the international market price. The 

programs PROCAMPO (1987) and PRONASOL (1989) were designed to assist 

maize producers during this transition. Coinciding with the implementation of 

NAFTA in 1994, PROCAMPO makes annual direct payments to producers based 

on their historic cropped area of nine support crops. Maize is one of these crops. 

It was anticipated that 3.3 million producers would receive an annual payment 

amount of approximately US$ 110 per hectare for the first ten years of NAFTA, 

after which the amount would be gradually reduced to zero at the fifteen year 

mark.  The payments are not directly linked to production or market participation 

(WB SAR, 24 Jan., 1994:3). 

It is argued that PROCAMPO has been effective in its goal to help farmers 

during  the transition period (Davis et al., 1999, Mohar Ponce, 1999). The 

transfers represented, on average, eight percent of household income in 1994, 

reaching a high of more than 12% for a number of areas and for the poorest 

households. PROCAMPO would be expected to support peasant agriculture in 

the medium term in that it provides a source of cash disposable income. 

However, it has been pointed out that the transfer amount has not been fully 

adjusted to keep pace with inflation and hence its real mitigating impact has 

tended to decrease over time. This effect is shown in Figure 3.5 (Mohar Ponce, 

1999: 64). The argument that Mexico's producers respond to nominal prices has 

been put forward (Cancian, 1972:191). This issue will be dealt with toward the 

end  of the chapter. 
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Figur e 3.5 :  Annua l  PROCAMPO Payment s 
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Source :  Author' s constructio n fro m A S E R CA dat a cite d i n Moha r  Ponce , 
1999 :  64 . 

The P R O C A M PO payment s wer e announce d i n advanc e o f  th e detail s o f 

the program under NAFTA. The immediate result, according to the World Bank, 

was that farmers increased production of eligible commodities in the hope of 

increasing future program payments, opposite to the policy goal of reducing 

economically inefficient production of crops such as maize. However, 

subsequently, poor information as to who qualified for the payments and 

changing rules midstream is said to have discouraged participation (Baffes and 

Meerman, 1997: 7). In 1998 there were 2.7 million participants (Mohar Ponce, 

1999: 64). When asked what they did with PROCAMPO transfers, 69 percent of 

respondents declared having used them to purchase inputs (Davis et al., 1999: 

121). In 1997, 759,000 producers, or 17% of PROCAMPO participants ceded 
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rights to future payments as credit guarantees for repayment of loans (Avalos 

Sartorio, 1998: 13). 

Alianza Para el Campo 

Alianza Para el Campo arose from the Mexican 1995-2000 federal five-

year development plan. Its goal was to increase agricultural productivity by mass 

introduction of proven production technology. The program was reinforced by 

training  and technical assistance and mechanisation incentives (Mohar Ponce, 

1999: 66). It began with 23 subprograms in 1996 but increased to more than 50 

by the end of 1997. Two of these subprograms have a direct impact on the 

maize sub-sector. The first fosters mechanisation by discounting the price of 

domestically produced tractors and precision drills (seeding equipment). 

Producers can repair or purchase a new tractor or drill at roughly half the price of 

similar, imported machinery. In the first year of the program 11,176 tractors and 

729 drills were bought or repaired. In 1997, a further 10,185 tractors and 1850 

drills were funded under the program (Avalos Sartorio, 1998: 12). 

The second program is called  "Kilo por Kilo".  It promotes the use of 

improved seed varieties of maize, beans and rice by selling a kilo of improved 

seed at the going price of a kilo of maize from the producers own harvest. This 

program has been implemented where the use of improved seed is not yet a 

general practice. In 1996 7000 tonnes of improved seed were provided and in 

1997,  15,600 tonnes were provided under this program (Avalos-Sartorio, 

1998:12).  Both of these programs have benefited mainly commercial producers. 

The beneficiaries of Alianza Para el Campo were supposed to be at least 

72 % ejiditarios.  However, The World Bank reported that as of 1997, 67% of the 
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beneficiaries were from the private sector, 22% were  comuneros  and only 11 % 

ejiditarios  (Mohar Ponce, 1999: 68). 

Land Tenure 

Probably the largest potential change to the maize economy lay in the 

reform in 1992 of Article 27 of the Mexican Constitution. On the eve of this 

reform, it was estimated that 7.2 million hectares of Mexico's 14.7 million 

hectares  of cultivated land were planted to maize, involving 78% of Mexican 

farmers and 12.5 million family members (De Janvry, 1995:1349). In this same 

year, 45.2% of Mexico's rain-fed acreage and 35.5% of irrigated acreage was 

devoted to maize production (Gomez Cruz, 1995:2). In 1994 of Mexico's 31 

states, 15 had more than 80% of their cultivated area devoted to rain-fed maize 

production (World Bank June 15,1994:6). 

Article 27 of the 1917 Mexican Constitution established three forms of land 

ownership, the  ejido,  indigenous communities, and private property. The first two 

entailed limited property rights, in that land so designated could not be sold, 

rented  or used as collateral for loans. It had to be worked by a single head of 

household and could only be "legally" transferred by inheritance to a single 

successor. The 1992 reform of Article 27 of the Mexican Constitution 48 openly 

favoured large-scale commercial agriculture at the expense of the  ejido  by 

institutionalising the following changes: 

48 Reform of Article 27 brought the  ejido  into existence in 1917. This same article had been 
reforme d a  numbe r  o f  time s prio r  t o 1992 . 
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1. The end of land distribution and the right of rural communities to 
d e m a nd acces s t o land . 

2.  Corporation s wer e allowe d t o ow n u p t o 2 5 time s th e previou s amoun t 
permitte d individua l  producers . 

3.  Agraria n right s o f  ejiditarios,  previousl y grante d an d hel d communall y 
as famil y unit s wer e individualize d i n th e titlin g o f  parcels . 

4.  Ejidos  coul d b e dissolve d an d th e lan d privatise d (Dieg o Quintan a e t 
al ,  1888:2 ) 

A document published by the FAO in 1995 describes the goal of these 

change s t o b e th e creatio n o f  a  lan d marke t  i n Mexic o tha t  woul d foste r  th e 

establishmen t  o f  commercia l  agricultura l  enterprise s b y consolidatin g smalle r 

subsistenc e peasan t  units .  Thi s w a s t o b e accomplishe d b y withdrawin g th e 

forme r  federa l  prohibitio n o n th e sal e o r  renta l  o f  ejido  lan d an d establishin g 

securit y o f  tenur e fo r  privat e lan d owner s b y eliminatin g th e possibilit y  o f  futur e 

expropriatio n t o creat e ejidos  (Concheiro ,  1995 :  201) . 

Severa l  source s poin t  ou t  tha t  informa l  sale s withou t  lega l  documentatio n 

an d verba l  renta l  agreement s wer e c o m m o n practic e lon g befor e th e 199 2 refor m 

and tha t  a  lan d marke t  ha s existe d a s lon g a s th e ejido.  I t  i s  estimate d tha t  i n th e 

earl y 1990' s prio r  t o th e reform ,  u p t o 5 0 % o f  th e bes t  ejido  an d communa l  land s 

wer e alread y rente d ou t  (Dieg o Quintan a e t  al ,  8 :  1998) .  Wha t  th e reform s 

addresse d w a s th e possibl e inclusio n o f  ne w actor s int o thi s existin g lan d market , 

specificall y th e encouragemen t  o f  foreig n investmen t  i n agriculture . 

I n 1992 ,  th e P R O C E D E4 9 progra m se t  abou t  th e tas k o f  measurin g an d 

documentin g th e boundarie s o f  individua l  plot s withi n ejidos,  th e rational e bein g 

Program a d e Certificacid n d e Derecho s Ejidale s y  Titulacio n d e Solare s Urbano s 



59 

to facilitate capitalist, market-based land transactions. As of December, 1998, 

the land of 22,525  ejidos  and  comunidades  had been measured and registered 

(INEGI, 17 July, 2001) representing just over 76% of the total number these 

agrarian units. In 1997 less than 500  ejidos  had opted to dissolve. They were 

agrarian units that were no longer either rural or agriculturally-oriented but 

instead  had been transformed into urban developments. They disbanded to take 

advantage of the increase in value associated with urban versus rural property 

(King, 2000: 21). In regard to the reform of Article 27 that allowed producers to 

incorporate, the response has also been minimal. Seven years after the 1992 

reform  only 2% of agrarian units had done so (Mojar Ponce, 1999: 74). 

The allocation of agricultural land to maize production in the context of the 

lower maize prices was expected to shift production to other crops; fruits and 

vegetables on irrigated land and forages on rain-fed land. Looking at FAO data 

in Figures 3.6, we see that the harvested area 50 for maize has tended to increase 

over the period while vegetables and the area occupied by permanent forages 

has not changed significantly since 1988 when the reforms to the maize sector 

began. The assumption that production would shift out of maize production and 

into other uses was based on the inefficiencies of maize production in Mexico 

versus the USA. The choice of permanent cover as an option for rain-fed land 

seems to have been more of a default use than a production choice per se. 

50 Area harvested is an indicator of production decision making to plant, albeit that climatic 
condition s m a y reduc e thi s numbe r  a s crop s ca n b e destroye d b y drought ,  pest s o r  othe r 
calamitie s an d thu s m a y no t  b e harvested . 
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Simply not cultivating land will result in it becoming permanent forage, albeit 

perhaps of poor quality. 

Figure 3.6 Maize, Vegetables, Forages 
A r e a Harveste d 1961-200 0 
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Source: Author's construction from FAO data, http://www.fao.org. 

Labour Allocated to Agriculture 

Under the commercial framework, labour expected to be diverted out of 

maize production and into fruit and vegetables on irrigated land and out of 

cultivated  agriculture altogether on rain-fed land as a result of the reforms. The 

largest negative effects were expected to be experienced in rain-fed agriculture 

(World Bank, June 15: 6). Estimates of the magnitude of rural to urban migration 

varied widely. Levy and van Wijinbergen for example estimated that up to 

700,000 workers per year would migrate if liberalization was immediate, whereas 

"gradual" liberalization would spread the migration response over a longer period 

(Levy and van Wijinbergen, May 1992: 38). As shown in Figure 3.7, even 

with what amounted to an "immediate" liberalization in mid-1996, there has 
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Figur e 3. 7 
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not  bee n a  massiv e movemen t  ou t  o f  agricultur e distinguishabl e fro m th e long -

ter m trend. 51 I n Figur e 3. 8 simila r  dat a collecte d b y INEG I  i s displaye d fo r  199 1 

and 2000 .  W e se e tha t  primar y activitie s ar e relativel y mor e importan t  t o th e 

subsistenc e states .  Th e declin e i n primar y secto r  labou r  allocatio n i n th e 

subsistenc e state s wa s 9 % ove r  th e te n yea r  period ,  7.1 % i n th e commercia l 

state s an d 6.8 % fo r  al l  states .  Afte r  1 0 year s o f  reform s th e allocatio n o f  labou r 

t o th e primar y secto r  i n th e subsistenc e groupin g i s stil l  mor e tha n doubl e tha t  o f 

th e commercia l  groupin g an d te n point s abov e th e nationa l  average . 

51 Th e dat a fluctuate s ove r  th e perio d wit h Agricultura l  Activitie s consistentl y employin g 300,00 0 
person s mor e tha n th e numbe r  o f  farmers .  Proportionatel y primar y agricultur e i s declinin g 
rapidl y bu t  tha t  th e absolut e chang e i s statisticall y significan t  i s  questionable . 

http://www.stps.gob.mx/
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Figur e 3. 8 Chang e i n Primar y Secto r 
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Source :  Author' s constructio n fro m INEGI .  "Cuadros  de  indicadores 
sociodemograficos".  http ://www. inegi . gob.mx . 

Lookin g a t  th e ejido  secto r  betwee n 199 4 an d 199 7 Davi s e t  a l  observe d 

tha t  off-far m incom e ha d increase d fro m 4 5 % o f  tota l  incom e t o 5 5 % ,  mad e u p 

predominantl y b y self-employmen t  an d remittanc e income .  N o chang e wa s 

recorde d fo r  wag e labou r  (Davi s e t  al ,  1999 :  106) .  I n 199 6 mor e tha n on e i n 

twent y Mexica n household s receive d incom e fro m foreig n remittances .  Whil e 

urba n household s receiv e 6 3 % o f  tota l  remittanc e income ,  an d rura l  household s 

onl y 3 7 % :  on e i n te n rura l  household s receive d remittanc e incom e contrar y t o th e 

assumptio n o f  th e commercia l  framewor k tha t  labou r  i s immobil e internationall y 

(Moja r  Ponce ,  2001) .  W e wil l  no w examin e th e respons e o f  th e tw o grouping s o f 

subsistenc e an d commercia l  grouping s o f  state s t o th e change s i n Maiz e prices . 

Respons e t o Changin g Maiz e Price s 

Figur e 3. 9 show s a  distinc t  differenc e betwee n th e subsistenc e an d 

commercia l  state s i n lan d allocatio n t o maiz e afte r  199 6 whe n domesti c price s 

converge d wit h th e lowe r  worl d price .  I t  als o show s th e significanc e o f  th e 

http://www.inegi.gob.mx
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are a plante d t o maiz e i n th e subsistenc e state s versu s th e commercia l  states . 

The Commercial states reacted as expected by reducing the area planted to 

maize in response to lower prices and profits, while those states whose 

production logic was identified as being that of subsistence or peasant agriculture 

remained largely unchanged throughout the period. This effect is even more 

pronounced if we look at individual states. 

Figur e 3. 9 Lan d Resourc e Allocate d t o 
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Source :  Author' s constructio n fro m S A G A R.  2000 .  "Situacio n actua l  y 
perspect iv a d e l a p roducc io n d e m a f z e n Mex ico" . 
http://www.sagarpa.gob.mx . 

In Figure 3.10 we look at the state of Tamaulipas that borders the USA 

and would be likely to be most affected by cheap imports because of the 

relatively low cost of transporting maize imports from the USA. We compare it to 

Chiapas, the state that we would expect would be the least affected by maize 

imports because of its physical distance from the USA assuming that 

transportation  costs for USA imports would be relatively more prohibitive. FIRA 

price data for Tamaulipas is only available for 1993. In that year the average 

http://www.sagarpa.gob.mx
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state price was reported as 710 pesos per tonne while in Chiapas it was about 

6% higher at 750 pesos per tonne. 

Maize  Figure 3.10 Response to Price Change 
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Source: Author's construction from SAGAR. 2000. "Situacion actual y 
perspectiv a d e l a p roducc io n d e ma i z e n Mexico" . 
http://www.sagarpa.gob.mx . 

If  we look at prices for Tamaulipas' neighbour Chihuahua for 1997 the FIRA price 

was reported as 1225 pesos per tonne while in Chiapas it was about 11% higher 

at 1358 pesos per tonne. Assuming the price differential to be similar for 

Tamaulipas, and given that the real price of maize has declined since 1994, the 

magnitude of the change in land allocated shown in Figure 3.10 is likely not 

adequately explained by the price differential. Of course this point needs further 

investigation. 

If  Chiapa s an d Tamaulipa s coul d b e considere d t o b e representativ e o f 

subsistence and commercial agriculture respectively, their response is as 

predicted in the frameworks described in Chapter two. Chiapas as a subsistence 

•Chiapa s 
•Tamaulipa s 

http://www.sagarpa.gob.mx
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stat e i s see n t o increas e it s allocatio n o f  lan d t o maiz e productio n a s price s fall , 

whil e Tamaulipa s reduce s lan d allocatio n a s price s fall .  Thes e genera l  trend s 

ar e see n i n Figur e 3. 9 tha t  consider s th e tw o grouping s o f  states . 

Th e remainde r  o f  state s see m t o follo w th e genera l  commercia l  patter n bu t 

th e degre e o f  th e respons e i s likel y tempere d b y a  broade r  mixtur e o f 

subsistenc e an d commercia l  operation s rathe r  tha n dominanc e b y on e syste m o r 

th e other .  A s show n i n Figur e 3. 9 th e bul k o f  lan d allocate d t o maiz e productio n 

i s locate d i n th e state s identifie d a s bein g dominate d b y subsistenc e producers . 

The increas e i n lan d allocate d t o maiz e productio n i n th e subsistenc e state s 

seems t o hav e m a d e u p fo r  th e declin e i n maiz e productio n i n th e commercia l 

states .  Thu s whe n w e loo k a t  aggregat e figure s fo r  lan d allocate d t o maiz e 

productio n a s i n Figur e 3.6 ,  n o chang e o r  a n increas e i s observe d ove r  th e tim e 

perio d shown . 

W hy subsistenc e state s hav e no t  reacte d a s expecte d t o lowe r  price s 

coul d b e explaine d b y a  lac k o f  supportin g marke t  infrastructur e a s i s argue d b y 

th e Worl d Ban k i n th e 200 0 Worl d Developmen t  Repor t  (WB :  2000 :  186) .  I f 

producer s ar e unabl e t o receiv e marke t  informatio n o r  transpor t  system s suc h a s 

road s an d truck s ar e lacking ,  marke t  failur e woul d b e th e resul t  an d th e statu s 

qu o woul d b e expecte d t o b e maintained .  W e wil l  n o w loo k a t  basi c 

infrastructure ,  road s an d communication s technolog y t o determin e t o wha t  exten t 

thi s migh t  b e th e case . 

Basi c Marke t  Infrastructur e 

Lookin g a t  tota l  roa d infrastructur e i n Figur e 3.1 1 w e se e tha t  th e 

subsistenc e grou p o f  state s ha s les s road s tha n th e commercia l  groupin g (not e 
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that data is not available for 1996). However, in Table 3.0 if we consider the total 

lengt h o f  road s a s a  proportio n o f  tota l  stat e are a w e fin d tha t  th e subsistenc e 

groupin g i s  slightl y bette r  serve d wit h 0.2 7 kilometer s o f  road s pe r  squar e 

kilometr e o f  stat e are a versu s 0.2 1 k m o f  roa d pe r  squar e kilometer s o f  stat e 

are a fo r  th e commercia l  grouping .  Th e contras t  i s  eve n mor e strikin g whe n w e 

loo k a t  pave d road s tha t  ar e technicall y mor e valuabl e i n tha t  the y ca n b e use d 

Figure 3.11 Total Road Infrastructure 

Subsistenc e 
Commercia l 

1995 199 7 199 8 199 9 

Source: Author's construction from Secretarfa de Comunicaciones y 
Transporte s (SCT) ,  Direccio n Genera l  d e Evaluacio n data . 
http://www.sct.gob.mx . 

year round. 52 36% of roads in the subsistence states are paved versus only 25% 

in the Commercial states and using the comparison of roads/state area, again 

the subsistence states are substantially better endowed. The number of 

transport trucks registered is also substantially higher in the subsistence states 

Km 

Roads classifie d a s "teraceria "  canno t  b e use d b y transpor t  vehicle s i n th e rain y season . 

http://www.sct.gob.mx
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tha n i n th e commercia l  states .  I n additio n th e numbe r  o f  truck s i n th e 

subsistenc e state s gre w b y 11.8 % betwee n 199 5 an d 1999 ,  whil e i n th e 

Tabl e 3. 0 Transportatio n Infrastructur e 
Subsistenc e versu s Commercia l  Maiz e State s 199 9 

Subsistenc e 
Commercia l 

Pave d Road s 
km/km2 are a 

0.08 9 
0.05 4 

Proportio n 
Pave d Road s 

3 6 % 

2 3 % 

K m Pave d 
Roads 

3789 9 
2790 3 

Tota l 
Roads 

10499 4 

11342 0 

Truck s 

3789 9 

2790 3 
Source :  S C T Direccio n Genera l  d e Evaluacion .  http://www.sct.gob.m x 

commercia l  state s th e growt h durin g thi s sam e tim e perio d wa s onl y 9 % (Source : 

SCT,  author' s calculations) . 

The numbe r  o f  rai l  line s i n Mexic o remaine d stati c betwee n 199 0 an d 

199 9 bu t  th e carg o transporte d b y rai l  increase d b y ove r  5 0 % durin g thi s tim e 

frame .  However ,  rai l  transpor t  represent s onl y a  fift h o f  th e tonnag e transporte d 

annuall y b y truc k (Source :  SCT) . 

Give n th e caveat s alread y mentione d abou t  th e reliabilit y  o f  dat a source s 

i n Mexico ,  i t  doe s see m tha t  th e argumen t  tha t  ther e i s a  lac k o f  transportatio n 

infrastructur e i n th e subsistenc e state s i s no t  substantiate d b y th e dat a tha t  i s 

available .  Th e inabilit y  t o obtai n marke t  informatio n i s anothe r  possibl e marke t 

failure . 

Tabl e 3. 1 compare s telephon e servic e fo r  rura l  population s (define d i n 

Mexic o a s thos e wit h les s tha n 250 0 persons) .  Th e colum n labelle d S C T i s a 

specia l  servic e provide d onl y t o population s o f  10 0 t o 49 9 people .  Th e 

percentag e o f  tota l  rura l  communitie s wit h telephon e servic e i s slightl y bette r  fo r 

th e subsistenc e state s tha n fo r  th e commercia l  states .  I f  w e loo k specificall y a t 

http://www.sct.gob.mx
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Tabl e 3. 1 Communication s Infrastructur e an d Rura l  Communitie s 

Subsistenc e versu s Commercia l  Maiz e State s 1997 . 

Populatio n dat a i s fo r  th e yea r  2000 . 

Subsistenc e 

Commercia l 

Subsistenc e 

Commercia l 

Number  o f  Rura l  Communitie s 

wit h Telephon e Servic e 

SCT Servic e 

Tota l 

1058 0 

6496 

Rura l  Tota l 

1894 4 

1063 0 

% o f  Po p 1  -49 9 serve d 

14.9 % 

12.6 % 

Number  o f  Rura l  Communitie s 

Pop 1  -49 9 

7095 2 

5132 0 

Pop <  250 0 

7877 8 

5440 9 

% Rura l  Serve d 

24.0 % 

19.5 % 

Source :  INEG I  http://www.inegi.gob.m x 

population s o f  les s tha n 50 0 persons ,  agai n th e subsistenc e state s ar e slightl y 

bette r  served .  Anothe r  possibl e facto r  t o conside r  i s tha t  ther e ha s bee n 

substantia l  growt h i n mobil e telephon e users .  I n 199 4 th e tota l  numbe r  o f 

subscriber s wa s 571,800 .  Th e preliminar y estimat e fo r  199 9 wa s 7,73160 0 

subscriber s (Source :  S C T ) .  Dat a broke n dow n b y stat e howeve r  wa s no t 

available .  Possibl e interne t  acces s fo r  bot h groups ,  measure d b y th e numbe r  o f 

interne t  host s i s ver y low .  I n 199 9 th e subsistenc e state s ha d onl y 1 9 servic e 

provider s whil e th e commercia l  state s ha d 2 5 (source :  SCT) .  Rura l  communitie s 

i n th e commercial-stat e rura l  communitie s o n averag e appea r  t o b e a s poorl y 

service d b y communicatio n technolog y a s ar e th e subsistenc e states . 

The las t  poin t  tha t  wil l  b e considere d i n th e categor y o f  basi c marke t 

infrastructur e i s acces s t o credit .  I n 198 0 th e agricultura l  secto r  receive d 14.5 % 

of  th e tota l  valu e o f  ban k loan s granted .  B y 199 0 th e secto r  receive d onl y 4.1 % 

of  thi s sam e valu e wit h onl y 2 5 % o f  agricultura l  producer s havin g acces s t o ban k 

http://www.inegi.gob.mx
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credit .  Th e hig h incidenc e o f  paymen t  default s fo r  agricultura l  loan s an d th e 

decreasin g profitabilit y  o f  agricultur e i n genera l  i s  sai d t o hav e cause d th e 

genera l  withdrawa l  o f  commercia l  credi t  fro m th e secto r  excep t  fo r  th e larges t 

producer s (Cru z Hernandez ,  1994 :  95) .  Lookin g a t  Tabl e 3. 2 w e ca n se e tha t  th e 

tota l  amoun t  o f  credi t  delivere d t o agricultur e i n genera l  ha s no t  increase d 

(considerin g tha t  th e figure s ar e expresse d i n nomina l  values )  an d tha t  compare d 

t o th e othe r  sectors ,  th e proportio n o f  loa n default s bot h fo r  credi t  delivere d b y 

th e commercia l  an d developmen t  ban k i n Mexic o remai n ver y high .  Rura l  credi t 

coverage/availabilit y  ha s decline d fro m 40 -50 % i n th e mi d 1980' s t o onl y 10-12 % 

of  rura l  productio n unit s wit h acces s t o credit .  Thi s acces s ha s bee n 

concentrate d o n larg e commercia l  producer s an d agri-busines s t o exclusio n o f 

smal l  producer s (Cru z Hernandez ,  2001 :  4) . 

Whil e I  di d no t  fin d detaile d informatio n abou t  acces s t o credi t  fo r  th e tw o 

group s o f  state s unde r  consideration ,  th e 200 0 INEG I  Busines s Surve y provide s 

some interestin g detai l  abou t  th e rol e o f  credi t  i n Mexic o an d Guillerm o Bonfil' s 

assertio n tha t  indigenou s cultur e m a y appl y t o mos t  Mexicans .  O f  al l  wholesal e 

and retai l  businesse s surveyed ,  o n average ,  jus t  ove r  2 0 % obtaine d externa l 

financin g o f  an y typ e i n 1999 .  O f  wholesal e agricultura l  suppl y businesses ,  onl y 

1 3 % receive d financing .  Th e secto r  tha t  receive d th e mos t  credi t  wa s th e 

automobil e industr y wit h jus t  ove r  3 0 % o f  businesse s receivin g credit .  W h e n 

credi t  wa s received ,  66. 1 % o f  th e tim e i t  wa s obtaine d fro m commercia l  bank s 

and 32. 8 % o f  th e tim e i t  wa s receive d fro m othe r  source s (onl y 1.1 % o f  whic h 

was fro m th e Developmen t  Bank) .  A t  th e retai l  leve l  8 2 % o f  th e tim e credi t  wa s 

receive d fro m commercia l  bank s (Source :  Encuest a Annua l  d e Comercio .  2000 . 
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INEGI). That credit seems to be used so infrequently in all commercial 

businesses begs the question whether or not access to bank credit is as 

important an issue as it is made out to be by many authors. Mexico's economy 

has been booming since its recovery from the peso crisis and it is viewed as 

being  the winner, by far, of NAFTA (USDA: 1999. Stundza, 2000. Rubio, 1999). 

I  aoi e 3. 2 ureai t  & 
million s o f  peso s 

(current ) 

Privat e Secto r 

Bank 

Agricultur e 

Forestr y an d 

Fishin g 

Industr y 

Services/othe r 

activitie s 

Developmen t 

Bank 

Agriculture , 

Forestr y an d 

Fishin g 

Industr y 

Services/othe r 

activitie s 

Source :  Banxico . 

uetau Its :  typ e of  Ban k &  Pn i 
199 5 

Credi t 

Grante d 

40,16 9 

189,49 3 

241,22 0 

Credi t 

15,33 7 

27,54 9 

15,09 1 

Indicadore s E c 

Loa n 

Default s 

9,08 1 

26,48 3 

38,69 2 

Defaul t 

4,32 7 

1,93 3 

4,13 4 

onomicos .  Mi 

icipl e Activit y 
199 9 

Credi t 

Grante d 

45,98 4 

237,19 8 

230,21 8 

Credi t 

12,68 5 

40,55 6 

7,15 9 

Loa n 

Default s 

11,63 9 

37,27 2 

40,33 3 

Defaul t 

3,60 9 

5,36 4 

1,72 4 

ay 199 6 an d Marc h 2000 . 

The Economf a Campesin a 

Heather J. Rawlinson carried out field research in September to December, 

1997 dealing with the appropriateness of rural micro-enterprise development as a 

means of mitigating the negative effects of agricultural restructuring on Mexican 

peasants. Her research included 75 household interviews in several rural 
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communitie s i n th e state s o f  Yucata n an d Campech e a s show n i n Tabl e 3. 3 an d 

subsequentl y mor e in-dept h interview s o f  4 4 o f  thes e s a m e households . 

Yucata n i s on e o f  th e state s identifie d b y S A G A R t o b e dominate d b y 

subsistenc e agricultur e an d i s use d i n th e comparison s m a d e i n th e presen t 

Tabl e 3. 3 Communit ie s include d i n th e Fiel d Researc h 
Stat e 

Yucata n 

Campeche 

Municipalit y 

Opiche n 

Tekant o 
Hopelche n 

Communit y 

Calcehto k 
Opiche n 

Tekant o 
Xpuji l 

Populatio n 

99 6 
330 0 
330 0 
120 0 

Source :  Author' s constructio n from :  Heathe r  Rawlinson ,  2000 :  95,77 . 

Chapter .  Rawlinson' s interview s wer e predominantl y carrie d ou t  i n Yucatan , 

however ,  th e profil e o f  th e singl e communit y surveye d i n th e stat e o f  Campech e 

i s a s relevan t  i n tha t  th e surve y participant s wer e eve n mor e intensel y involve d 

i n agricultura l  productio n tha n th e othe r  population s studied .  Th e timin g o f 

Rawlinson' s researc h i s als o complementar y t o th e presen t  investigatio n i n tha t 

th e interview s tak e plac e shortl y afte r  th e complet e liberalizatio n o f  Mexico' s 

maiz e economy . 

Th e firs t  roun d o f  interview s consiste d o f  7 5 households .  Interviewee s 

wer e aske d wha t  the y considere d t o b e thei r  primar y activity .  Th e c o m m o n 

r e s p o n s e fo r  w o m e n w a s d o m e s t i c w o r k 

(57%) ,  whil e 8 4 % o f  m e n reporte d tha t  thei r  primar y activit y wa s peasan t 

farming .  5 1 o f  th e 7 5 household s wer e growin g crops ,  dominate d b y maize . 

Althoug h 4 2 o f  thes e household s (56% )  engage d i n othe r  economi c activities , 

9 0 % considere d tha t  thei r  crop s wer e thei r  mos t  vita l  economi c activity .  Al l 
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state d tha t  agricultura l  activitie s wer e importan t  a s a  sourc e o f  foo d fo r  th e 

househol d an d 7 8 % als o state d tha t  i t  w a s importan t  fo r  reason s o f  famil y an d 

cultura l  tradition .  Fo r  approximatel y 5 0 % o f  households ,  crop s wer e identifie d a s 

an importan t  sourc e o f  cas h incom e (Rawlinson ,  2000 :  107-110) .  Rawlinson' s 

dat a document s th e genera l  assumption s o f  th e economfa  campesina 

framewor k i n respec t  t o th e productio n o f  maiz e fo r  bot h foo d an d a s a n incom e 

sourc e fo r  peasan t  farmers . 

Th e notio n tha t  farmin g ha s a n importan t  cultura l  valu e i s als o reflected . 

Rawlinso n aske d wha t  i t  woul d b e lik e fo r  the m i f  the y di d no t  gro w thei r  ow n 

crops .  Sh e report s tha t  fo r  a  larg e numbe r  o f  families ,  th e ide a o f  no t  havin g 

crop s w a s unthinkable ,  an d tha t  man y interviewee s actuall y cringe d whe n th e 

questio n w a s posed ,  an d al l  reacte d strongl y i n th e negativ e t o th e ide a o f  no t 

farmin g (Ibid. :  133) .  Clearl y profit s ar e no t  th e primar y motiv e fo r  maiz e 

productio n i n thes e households . 

I n regar d t o th e reform s m a d e t o th e maiz e economy ,  Rawlinso n aske d 

interviewee s i n th e secon d roun d o f  interview s t o rat e thei r  presen t  standar d o f 

livin g an d t o thin k bac k 1 0 year s an d the n rat e thei r  standar d o f  livin g a t  tha t  tim e 

accordin g t o th e s a m e criteria .  I f  the y reporte d a  change ,  the y wer e furthe r 

aske d t o giv e concret e example s o f  thi s change .  Th e perception s wer e spli t 

roughl y 50/5 0 i n regar d t o whethe r  o r  no t  welfar e ha d change d ove r  th e ten-yea r 

tim e perio d fo r  peasant s tha t  relie d solel y o n agriculture .  Th e reason s fo r  th e 

declin e i n welfar e give n b y household s engage d i n farmin g onl y o r  farmin g 

supplemente d wit h da y labou r  coincid e wit h th e genera l  subsistenc e framewor k 

outline d i n Chapte r  T w o a s fa r  a s th e importanc e o f  labou r  resource s an d cro p 
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sales in the reproduction of the production unit (Ibid. : 199). 67% of respondents 

that had crops and a business reported that their welfare was either the same or 

had improved. Among their responses for why their welfare had improved were: 

Started a business. 
Learne d t o wor k th e lan d better . 
Gaine d mor e experienc e i n busines s an d s o strengthene d business . 
Gaine d bette r  loca l  infrastructure-roads ,  publi c wate r  supply . 
Develope d bette r  busines s skills . 
Mor e moder n farming-gaine d acces s t o a  cooperativ e tracto r  (Idem) . 

The value of participating in a wider range of economic activities is 

indicated by the perception of improved welfare for peasants and among 

Rawlinson's conclusions. The responses also give some indication of 

improvements that have been made to infrastructure. It is however important to 

note that all considered themselves to be poor with approximately two thirds of 

th e 7 5 househol d sampl e indicatin g tha t  the y ha d les s tha n adequat e resource s 

t o liv e o n (Ibid. :  115) . 

In the second round of interviews, 61 % reported having no knowledge of 

NAFTA,  bu t  mos t  tha t  responde d i n thi s wa y wer e w o m e n tha t  di d no t  activel y 

participate in agricultural production. 75% of men interviewed had some 

knowledge of NAFTA. Several explained that they had learned of the agreement 

through government advertising on television and the radio. All respondents 

expressing negative opinions (6) about NAFTA were growing crops or engaged 

solely in agriculture. They specifically complained that it had caused losses in 

the value of their farm production. Four respondents said they had experienced 
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negativ e impact s i n th e for m o f  fallin g maiz e price s (Ibid. :  122) . 

Rawlinso n als o aske d thi s subse t  o f  household s abou t  thei r  awarenes s o f 

th e activitie s o f  C O N A S U P O.  Mos t  wer e unawar e tha t  C O N A S U PO bough t 

basi c foo d crop s fro m farmer s a t  elevate d prices .  Thos e wh o wer e awar e o f  thi s 

activit y stresse d tha t  C O N A S U PO di d no t  bu y thei r  crops .  A t  th e tim e o f  th e 

study ,  C O N A S U PO wa s buyin g th e crop s o f  onl y on e o f  th e 2 9 househol d 

activel y producin g crop s i n thi s sample .  Thre e respondent s state d tha t  the y wer e 

no longe r  abl e t o sel l  t o C O N A S U PO a s the y onc e had .  Th e majorit y tha t  wer e 

awar e o f  C O N A S U P O 's activitie s state d tha t  i t  ha d neve r  helpe d them ,  rathe r  th e 

benefit s ha d gon e t o middleme n an d large r  farmer s (Ibid. :  123) . 

Approximatel y 6 0 % o f  respondent s wer e awar e o f  th e change s t o Articl e 

27 dealin g wit h lan d tenure ,  mos t  o f  thos e wh o wer e no t  awar e wer e women . 

Onl y on e m a n ou t  o f  2 1 i n th e sampl e di d no t  kno w o f  th e changes .  7 0 % o f 

thos e wh o kne w o f  th e change s "fel t  quit e strongl y tha t  the y wer e ver y ba d 

changes "  (Ibid .  :  124) . 

Rawlinson' s researc h document s th e expecte d response s unde r  th e 

peasan t  decision-makin g framework ,  i.e. ,  tha t  maiz e i s grow n fo r  food ,  a s a 

sourc e o f  cas h incom e an d a s a n importan t  cultura l  tradition .  I t  als o indicate s 

tha t  producer s ar e awar e tha t  rea l  maiz e price s hav e bee n fallin g i n Yucata n an d 

Campeche,  contrar y t o th e illusio n tha t  increasin g nomina l  price s migh t  hav e 

created ,  weakenin g th e argumen t  tha t  marke t  failur e ca n explai n th e lac k o f 

respons e t o lowe r  prices . 
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Conclusion 

This Chapter has outlined the persistence of two distinct responses to the 

push and pull factors associated with maize liberalization in Mexico. 

The subsistence system consists of many small producers with poor 

quality land assets who it was anticipated would respond according to the 

economfa  campesina  framework. The dominant economic group of maize 

producers is made up of a relatively small number of producers with generous 

asset endowments who were described as making production decisions based 

on the assumptions of the neoclassical commercial framework. 

The aggregate response to declining prices and profitability was not a 

change in the allocation of land away from maize production or of labour out of 

agriculture as posited prior to and during the reforms. 

However, a distinct response was observed between those states 

identified as commercial maize producers and those where subsistence 

agriculture dominates. Commercial producers reacted as expected to the lower 

profitability of maize by reducing the area of land allocated to this crop. Because 

the land area originally dedicated to maize by commercial producers was 

considerably smaller than the subsistence states, their withdrawal from maize 

production was likely compensated for by the increase in production by the larger 

masses of subsistence producers. Subsistence states seemed to increase land 

allocated to maize in response to lower prices as the peasant economy 

framework predicted. 

The possibility of a lack of basic infrastructure to explain the observation of 

unchanging  land allocation in the subsistence states was investigated. On the 
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basis of the data available, the subsistence states do not seem to be at a 

disadvantage to the commercial states. Interviews conducted by Heather 

Rawlinson  in 1997 indicate that producers in Veracruz and Campeche were able 

to distinguish the drop in real prices from the increasing nominal price, raising 

doubt  that a lack of adequate market information was the main cause of the 

observation of an unchanged maize area. Her research also identified strong 

cultural motives for peasants to continue to produce maize. 
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CONCLUSION 

It  i s  importan t  t o reiterat e th e limite d scop e o f  thi s investigatio n du e t o th e 

lac k o f  possibilitie s t o verif y th e reliabilit y  o f  th e dat a collecte d wit h othe r  sources . 

Th e inten t  w a s thu s t o conduc t  a  qualitativ e analysi s o f  th e availabl e information . 

Th e majo r  finding s o f  th e investigatio n a s t o wh y Mexic o continue s t o gro w th e 

s a me amoun t  o f  maiz e i n spit e o f  th e apparen t  disincentive s t o suc h a n outcom e 

wil l  b e reviewe d i n thes e las t  fe w pages .  A  numbe r  o f  broade r  implication s wil l 

be discusse d a s wel l  a s suggestion s fo r  furthe r  research . 

Lookin g a t  th e aggregat e dat a fo r  lan d allocate d t o maiz e productio n i n 

Mexic o o r  harveste d cro p area ,  a  significan t  increas e i n productio n wa s observe d 

i n th e year s w h e n rapi d structura l  reform s wer e bein g made ,  jus t  prio r  t o th e 

country' s entr y int o N A F T A .  Thi s respons e w a s explaine d b y th e announcemen t 

of  th e P R O C A M PO direc t  produce r  payments ,  wel l  i n advanc e o f  th e detail s o f 

th e program .  Farmer s expecte d tha t  i n orde r  t o maximiz e thei r  payment s unde r 

th e program ,  a  large r  are a o f  qualifyin g crop s woul d b e desirabl e an d s o the y 

plante d mor e maize ,  contrar y t o th e inten t  o f  th e reforms .  Th e argumen t  itsel f 

implie s tha t  ther e wa s a  functionin g informatio n disseminatio n syste m i n plac e t o 

whic h farmer s responded . 

Les s farmer s tha n anticipate d actuall y qualifie d fo r  P R O C A M PO payment s 

an d i n addition ,  th e payment s hav e no t  bee n full y indexe d wit h inflation .  Fro m 

th e perspectiv e o f  th e neoclassica l  framework ,  thi s effect ,  combine d wit h th e 

substantiall y  lowe r  price s fo r  maiz e tha t  resulte d whe n Mexic o liberalize d th e 

secto r  i n 1996 ,  le d t o th e surprisin g outcom e tha t  productio n o f  maiz e di d no t 
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decline ,  an d i f  anything ,  increase d sinc e 1996 .  T h e dro p i n commercia l 

profitabilit y  reporte d b y FIR A an d allude d t o b y severa l  author s resulte d i n a n 

increas e i n tota l  domesti c maiz e production ,  opposit e t o wha t  wa s anticipate d b y 

th e Governmen t  o f  Mexico . 

That  S A G A R identifie d group s o f  state s tha t  wer e dominate d b y on e o r  th e 

othe r  syste m w a s usefu l  i n tha t  i t  allowe d analysi s o f  thei r  distinc t  respons e t o th e 

reforms ,  especiall y th e convergenc e o f  domesti c maiz e price s wit h internationa l 

prices . 

It  w a s observe d tha t  farmer s i n th e commercia l  groupin g responde d a s th e 

neo-classica l  o r  commercia l  framewor k anticipate d the y would .  Face d wit h 

declinin g profitability ,  the y reduce d th e amoun t  o f  lan d tha t  the y dedicate d t o 

maiz e productio n an d i t  i s  assume d tha t  the y gre w othe r  mor e profitabl e crops . 

Thi s effec t  w a s particularl y prominen t  i n th e stat e o f  Tamaulipa s tha t  border s th e 

U S A,  an d i n whic h pressur e fro m cheape r  foreig n import s woul d b e expecte d t o 

be th e greatest . 

I n a  simila r  manner ,  th e subsistenc e grou p w a s observe d t o respon d a s 

th e peasan t  econom y framewor k describe d i n Chapte r  T w o predicte d i t  would . 

Face d wit h growin g uncertaint y i n th e contex t  o f  th e reforms ,  tha t  i t  ca n safel y b e 

assume d the y ha d littl e o r  n o inpu t  into ,  the y intensifie d thei r  productio n i n a n 

attemp t  t o minimiz e th e ris k o f  no t  bein g abl e t o surviv e o r  sustai n thei r  famil y 

productio n units .  Becaus e o f  th e large r  cro p are a tha t  thi s grou p dedicate d t o 

maiz e production ,  thei r  collectiv e respons e o f  plantin g mor e maiz e seem s t o 

hav e balance d ou t  th e reductio n i n th e commercia l  maiz e area . 
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Th e dat a als o reveale d tha t  wit h thes e distinc t  change s gros s productio n 

remaine d th e s a m e (Source :  F A O ) .  Commercia l  farmer s ar e sai d t o hav e yield s 

tha t  ar e abou t  4  time s tha t  o f  th e subsistenc e farmers .  Thi s woul d sugges t  tha t 

i n orde r  fo r  productio n t o remai n th e same ,  a n increas e o f  fou r  time s th e rain-fe d 

are a woul d hav e t o b e allocate d t o maiz e productio n fo r  ever y on e uni t  o f 

commercia l  are a reallocate d t o othe r  crop s o r  activities .  Th e magnitud e o f  th e 

documente d change s i n lan d are a s e e m t o b e abou t  on e t o on e fo r  th e 

subsistenc e grou p compare d t o al l  othe r  farmers .  Thi s i s a n are a tha t  require s 

furthe r  investigation . 

That  th e modernizatio n o f  agricultur e coul d b e accelerate d b y liberalizatio n 

w as over-ambitious .  Th e observe d respons e o f  a  lesse r  amoun t  o f  labou r  bein g 

allocate d t o agricultur e ove r  th e perio d o f  liberalizatio n canno t  b e attribute d t o 

liberalizatio n becaus e th e tren d i s clearl y stabl e throughou t  th e reforms ,  eve n 

afte r  1996 .  Th e stead y declin e observe d i n primar y secto r  employmen t  doe s 

indicat e th e slo w integratio n o f  peasan t  agricultur e int o th e capitalis t  syste m bu t  i t 

i s  likel y t o tak e generation s no t  decade s t o complet e unde r  th e curren t  polic y 

regime . 

Th e contributio n o f  w a g e labou r  t o tota l  peasan t  incom e di d no t  chang e 

whil e self-employmen t  an d remittance s increase d significantly .  Thi s m a y indicat e 

tha t  ther e w a s a  lac k o f  w a g e labou r  opportunitie s availabl e o r  perhaps ,  a s 

indicate d b y th e peasan t  framework ,  thi s optio n wa s undesirable . 

Anothe r  majo r  findin g w a s tha t  betwee n th e subsistenc e an d commercia l 

groupings ,  littl e differenc e i n essentia l  marke t  infrastructur e suc h a s road s an d 

telephone s w a s documente d tha t  coul d hav e contribute d t o th e persistenc e o f  th e 
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dualistic structure of the sector. 53 That subsistence farmers were aware of 

NAFTA, the PROCAMPO program, and the lower prices that they received for 

their maize as identified by Rawlinson is further evidence. This casts doubt on 

the suggestion that farmers respond to nominal prices and the argument that a 

lack of information might explain why subsistence farmers continue to grow 

maize . 

It was expected that by eliminating Mexico's high tariffs on maize imports 

and guaranteed domestic prices that Mexico would no longer produce maize 

commercially,  leaving this task to the more efficient USA producers 54 (World 

Bank, 1994: 6-7). What constitutes a commercial producer seems to be a key 

issue. While subsistence maize farmers may not direct all of their productive 

resources towards satisfying market demand, selling maize commercially is an 

integral part of their survival strategy. Contrary to the neo-classical notion, 

peasant s ar e economi c actors . 

My hypothesis was that the neo-classical assumption of price being the 

major determinant of how productive resources are allocated in rural Mexico, was 

inappropriate and, that this same model did not adequately explain the 

observation that maize production had not changed in the direction anticipated. 

The hypothesis has been validated considering that the weight of peasant 

53 Accordin g t o th e Worl d Ban k Worl d Developmen t  Repor t  2000 ,  i n Bangladesh ,  th e presenc e o f 
a phon e i n a  villag e make s informatio n abou t  inpu t  an d outpu t  price s readil y availabl e p .  172 . 
54 U S A producer s ar e i n fac t  subsidise d t o betwee n 3 0 an d 4 0 percen t  o f  expor t  pric e accordin g 
t o a  recen t  preliminar y rulin g b y Canada' s C C R A i n a  preliminar y dumpin g investigation . 
Economist s migh t  argu e tha t  thi s i s goo d fo r  Mexic o a s i t  mean s chea p maiz e import s bu t  th e 
socia l  cos t  an d dependenc y relationshi p tha t  wil l  b e consolidate d i n m y vie w nee d t o b e mor e 
seriousl y considere d a s negativ e outcomes . 
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agriculture  seems to have been able to compensate for the withdrawal of 

commercial producers from maize production. It is however recognized that at 

least two distinct frameworks for decision making continue to coexist in the maize 

economy 

Literature abounds on how Mexico has been the overall economic winner, 

by  far, of NAFTA as a result of its aggressive liberalisation and early buy-in of the 

neo-liberal model (USDA: 1999, Stundza: 2000, Rubio: 1999). However a 

troubling  parallel outcome has been that the incidence of poverty more than 

doubled  between 1994, the first year of NAFTA, and 1999 55 (Social Watch, 2000) 

and that the face of poverty in Mexico remains largely rural. Given the distinct 

response  of subsistence maize producers to the policies that were implemented 

with the belief that they would be beneficial, the relationship between poverty and 

the  strength of cultural factors in the production of maize in Mexico warrants 

further investigation. 

55 Social Watch states that the Government of Mexico acknowledges a figure of 46 million poor 

an d 2 6 millio n extremel y poor .  Th e tota l  populatio n o f  Mexic o wa s estimate d a t  9 0 millio n i n 

1999 . 
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