Corn Crisis and Market Discipline:
The Limits of Democracy in Mexico

The policies that affect wages in
Mexico remain unaltered by the outcome
of elections and partisan politics. These
policies show the limits of the so-called
‘transition to democracy’ in Mexico, which
isoften associated with the triumph of the
Action National Party (PAN) in the presi-
dential elections of 2000. The meaning of
democracy has been confined to the
citizen’ sright to voteand theliberalisation
of the electoral process, while people’s
political, economic and social rights con-
tinue to deteriorate. This has been ex-
pressed in thefirst two months of the new
president Felipe Calderon’ sadministration
when corn and tortilla prices increased
more than 50 per cent. In response,
Calderon has reinforced the policies that
he inherited from his predecessors, which
places the burden of the negative out-
comes of market mechanisms on Mexico's
poorest.

The Tortilla Crisis

Intheearly daysof January 2007, corn
tortilla prices in Mexico increased more
than 50 per cent, pushing inflation up, while
minimum wages remained almost the same.
Therising priceof cornandtortillahashad
asignificant impact on Mexico’' s economy
since this product represents half of the
caloriesconsumed by low-incomefamilies.
As aresult, the difference between the
priceof thiscommodity and relatively stag-
nant salaries has affected 50 million poor
people. Among them, 20 million live with
less than two dollars per day. Last year, a
person earning the minimum wage spent
from 10 to 14 per cent of her daily salary
on tortillas. Today, this same person has
to spend about 30 per cent of her wage on
this same product.

Indeed, the high prices of corninin-
ternational markets resulting from rising
demand of ethanol have influenced the
price of agricultural commoditiesin differ-

ent countries. The price of cornin the fu-
turesmarket hasrecently reached its high-
est price since July of 1996 at 3.965 dollars
per bushel. Still, the ways in which inter-
national markets of corn have affected
Mexicoisgreatly influenced and mediated
by the market-oriented policies imple-
mented by the Mexican state in the past
twenty-five years.

Thisisevidentintheincreasing power
of agri-business and the price of Mexican
corn, which was 100 per cent higher than
inthe Chicago Board of Trade (CBOT), the
most influential futures market for agricul-
tural commodities. Thedifference between
Mexican corn prices and the CBOT isthe
outcome of the privatisation of communal
lands and the removal of social programs
aimed at the distribution of grains such as
corn and beans. On the one hand, the
privatisation of communal lands— ejidos—
and the removal of agricultural subsidies
for peasant communities|ed to the concen-
tration of agricultural production in afew
hands, and therefore a decline in subsis-
tence agriculture. Thisin turn has made
the population more reliant on commercial
marketsfor corn and has given more power
to large-scale producers to influence the
price of this commodity.

The elimination of the government
agency CONASUPO in 1999, on the other
hand, al so strengthened the control of sev-
eral national and international corpora-
tions’ over the national corn market.
CONASUPO, Compania Nacional de
Subsitencias Populares, distributed and
guaranteed the price of basic grainsin the
Mexican market through subsidies and
price controls. Since the removal of
CONASUPO, the American Corporation
Cargill-Monsanto, and the Mexican firms
MASECA and MINSA have had the con-
trol over the commercialisation and distri-
bution of cornin Mexico. Thissituation has
madethese companiescentral in setting the
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priceof cornandtortillainthecountry. The
increasi ng power of these corporationsand
other agro-businesseshasallowed themto
hoard suppliesto drivecorn pricesup even
more.

Calderon and
Free Market Policies

Thegovernment responseto thissitu-
ation reveals Calder6n’s commitment to
free markets. When corn prices escalated,
the government rejected any policy shift
towards the implementation of price con-
trols, subsidies and wage increases. In-
stead, the government has sought after an
agreement with the private sector. Produc-
ers and distributors of corn and tortilla
have consented to settle the price of torti-
Ila. They have consented to maintain torti-
Ila prices at 8.50 pesos per kilo (83 cents)
as opposed to previous prices of 10 and
15 pesos (one dollar and one dollar and a
half). In return, the Mexican government
has agreed to guarantee the supply of corn
by extending the quota of American corn.
The corn quotawasincreased to 750 thou-
sand tons for human consumption and 2
850 thousand of tons for the cattle and
poultry industry in the context of theNorth
American Free Trade Agreement.

Calderdn’s decision to increase quo-
tasof U.S. cornto guaranteelow pricesfor
Cargill, MASECA and MINSA shows the
President’ s determination to implement
market mechanisms to solve social prob-
lems. Freer trade is seen as a solution to
the‘corncrisis,” which only favoursAmeri-
can corn producers and private firms that
operatewithin Mexico. Market mechanisms
have replaced long-term policies that fos-
ter domestic production in peasant and
small land holdings. Thisagreement shows
the Executive’ swillingnessto consult and
negotiate with the private sector, exclud-
ing therest of society from these accords.
The palitical partiesin the Mexican Con-



gress are only debating Calderdon’s mea-
sures and manipulating the situation for
electoral purposes without presenting in-
clusive and democratic proposalsto solve
the corncrisis.

Most importantly, the case of corn il-
lustrates the continuation of the Mexican
state’s anti-inflationary policies at the ex-
pense of people’ s wages. Changes in the
price of corn have resulted in a higher in-
flationrate. At the sametime, salarieshave
remained behind price increases and
256,000 people have been laid-off in the
first 45 days of Calderén’s administration.
In contrast, the Mexican stock market and
corporationssuch asMASECA haveben-
efited from sustained growth in profitsre-
sulting from rising prices and low wages.
In this context, Calderdn has refused to
increase salaries in order to prevent infla-
tion and hasconfirmed hisadministration’s

intention to favour corporate interests.

While these policies correspond to a
specific sector of the economy, the gov-
ernmental response to rising corn prices
suggests the overall orientation of
Calderén’s economic policy. The preva-
lence of these policies has been ensured
by Calderén’s economic cabinet, where he
appointed Agustin Carstens as Finance
Minister and has supported the perma-
nence of Guillermo Ortiz Martinez as the
Governor of the Central Bank. Carstensis
the former Deputy Manager of the Inter-
national Monetary Fund and has worked
in close relationship in several projects
with Francisco Gil Diaz, the Minister of Fi-
nance during Vicente' sFox administration.
Ortiz Martinez has remained the Governor
of the Central Bank since 1998, who has
beenimplementing anti-infl ationary mecha-
nisms based on declining wages and rela-
tively stable, yet attractive, interest rates.
These appointments guarantee the conti-
nuity of market-oriented policies.

While Calderén’s government has re-
jected the implementation of policies that
effectively defend people’ srightsto food,
he has confirmed hisadministration’ s sup-
port for market-oriented policies to inter-
national investors. For instance, at the 2007
World Economic Forumat Davos, Calderén
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expressed that Mexico, unlike other Latin
American countries that returned to ‘old-
fashioned’ central planning and expropria-
tions, offersafavourable businessclimate.
In thisforum, Calderén mentioned that his
administration guarantees and protects
private firms' profits and offers economic
stability. Such a statement refers to the
prevalence of previous economic strate-
gies that maintain economic stability and
guaranteescorporate profitability based on
price increases, the stagnation of wages
and theflexibilisation of labour conditions.

Movements
for Democratisation

Mexico’scorn crisisstressesthe need
for inclusive mechanisms of socia partici-
pation that go beyond electoral politicsto
protect citizens' substantial rights. These
claims were expressed at theend of ®




January 2007 in alarge public demonstra-
tion in Mexico City. This protest gathered
about 45,000 people from unions and dif-
ferent political organisations. In this pro-
test march, people defended the right to
food, aliving wage and employment secu-
rity. Unions and peasant organisations
signed the Zocalo declaration, in which
they criticised thegovernment’ seconomic
model, arguing that the current economic
policies only generate more unemploy-
ment, lower wages and the loss of food
self-sufficiency. In this declaration, these
organisations also condemned Calderon’s
repression against any public expression
of dissent. Most significantly, the declara-
tion calls for the ‘democratisation of the
economy,’ that istheinclusion of citizens

ineconomic decision-making. Still, thereare
challenges to local mobilisation and the
construction of national resi stance against
the market-oriented policies of Calderon’s
administration. These difficulties are in-
creasing poverty and economic insecurity,
escal ating violencerelated to drug cartels,
political repression at the federal and state
level and leadership corruption in some
labour organisations such as the Mexican
teacher’ sunions. Such a scenario makesit
more complicated to create a national
movement that incorporates all social
groups to oppose Calderén’ sinitiatives.

Y et, the social discontent expressedin
public demonstrations in Mexico city, the
lack of legitimacy of the 2006 presidential

elections, the Executive's recent policies
favouring the private sector, and the futil-
ity of political partiesin presenting initia-
tivesfor social change raise questionsre-
garding the social outreach of ‘Mexico’'s
democratic transition.” The widespread
guestioning of Mexico's democratisation,
amidst the generalised negative effects of
market-discipline over middle and low in-
come sectors, isastep forward towardsthe
construction of alarger movement that may
yet support a real democratisation of
Mexico's politics and economy. R
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The Costs of
Rising Tortilla Prices in Mexico

Spurred by the increasing use of corn for ethanol, tortilla
pricesin Mexico have skyrocketed by morethat 50 percent in many
regionsover the past several months. Popular anger and protests
against theseincreasesforced the government of Felipe Calderén
to publicly promiseto punish speculatorsand to call for increased
cornimports. Calderdn al so negotiated apact with thelargest tor-
tilla producers to cap the price of tortillas at 8.5 pesos per kilo-
gram —a 41.67 percent price increase since April 2006. However
few consumers will benefit from these efforts. Instead, Walmart,
the large corporations that dominate the industry, and the U.S.
transnational companies that supply Mexico with corn are likely
to be the beneficiaries.

The tortilla price hikes and the government’ s responses will
be shouldered by Mexico’'s poorest consumers and producers.
Tortilla prices have increased by more than 10 times the recent
increase in the minimum wage. In some states a kilogram of torti-
[lasaccountsfor asmuch as one-third of the daily minimum wage.
Increasingimportsislikely to further devastate M exican corn pro-
ducers, who have been especially hard hit since the 1994 imple-
mentation of NAFTA.

The Mexican government has not always been willing to sac-
rifice the poor for giant corporations. In the Mexican Revolution
in the early 20th century, Mexico’'s working classes demanded
social justice. Successive Mexican administrationsresponded by
granting land to the landless and subsidizing the production of
tortillas. As Mexican governments sought to transform the
economy through industrialization and large scale agriculture,
peasant and worker resistance led to the creation of a govern-
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ment agency with achain of storesto keep basicfood priceswithin
the reach of consumers. This agency established a minimum pro-
ducer price and purchased staple grains directly from small pro-
ducers. While the goal was not to eradicate poverty or challenge
the market system, this authoritarian responsiveness provided a
basic security net for millions of Mexicans.

Thesesocial policiesweregreatly weakened by Mexico’ seco-
nomic crisis of the 1980s and the U.S.-inspired response. Social
programs were slashed and food subsidies eliminated as private
businesses were hailed as the solution to Mexico’ seconomicills.
Thishasledtoavirtual abandonment of the countryside. Mexico’'s
farm employment has been reduced by 30 percent sincetheimple-
mentation of NAFTA. According to astudy by the Americas Pro-
gram of thelnternational Relations Center, between 1999 and 2004
the price paid Mexican corn farmersfell by about half asU.S. im-
ports flooded Mexican markets. While for centuries Mexico’s
campesinos have produced maize and other basic staples, their
lands areincreasingly privatized or abandoned and are forced to
migrate in search of better opportunities.

Among the major beneficiaries of the government policiesin
the 1980s and 1990s, and of recent price hikes, is the Mexican
tortilla giant Grupo MASECA (GRUMA). Founded in 1949,
GRUMA pioneered anindustrial process of making cornflour and
tortillas. When subsidies to maize and tortillas plummeted,
GRUMA thrived as Mexican President Carlos Salinas diverted
state corn stocks away from smaller subsidized tortilla factories
and to the ready-mix tortilla industry, such as GRUMA, openly
favoring them as more efficient producers.



