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Institutional Transformation in the 

Tobacco Sector: Collective or 
Individualized Bargaining? 

Horacio Mackinlay 

The withdrawal of the state from the rural arena during the first half 
of the 1990s had important repercussions in the Mexican countryside. 
Previously, a number of large state-owned companies dominated the 
rural economy, sorne regulating the market for basic food products, 
others providing subsidized agricultural inputs, and still others in
tervening in the production and marketing of particular commercial 
crops. These institutions were key economic actors; they were key 
political and social actors as well. As a result of the dismantling of 
these state-owned enterprises, campesino organizations have under
gone profound transformations. In sorne cases they have survived; in 
others they ha ve disappeared or been transformed into new and dif
ferent organizations. 

Because of the economic importance of products such as coffee, 
sugarcane, and tobacco, and the large number of small farmers in
volved in their cultivation, these crops received special attention from 
the Mexican government, which has always understood their strate
gic significance for maintaining political control in the countryside. 
During the 1970s, government-controlled corporatist unions repre
senting coffee, sugarcane, and tobacco producers became pillars of 
the "official " National Peasants' Confederation (CNC) (Mackinlay 

Translation by Patricia Rosas . 
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1996). The corporatist unions were tightly linked to the state-owned 
companies that intervened in the production and marketing of these 
three strategic crops. Producers affiliated with these unions enjoyed a 
series of benefits, such as inscription in the Mexican Social Security 
Institute (IMSS), and profit margins considerably higher than those 
found in the cultivation of crops not subject to such direct state con
trol. 

In the tobacco sector in the late 19705, d uring the period of grea t
est expansion of the state-owned company, Tabacos Mexicanos, S.A. 
de C.V. (TABAMEX), there were approximately 16,000 tobacco farmers 
in the Na yarit-Jalisco zone and approximately 14,000 in the Gulf 
zone (the states of Veracruz, Oaxaca, and Chiapas) (Teubal et al. 1982: 
47).1Tobacco employs a high proportion of salaried workers in both 
cultivation and processing activities, generating a significant eco
nomic effect in the regions where it is grown and creating employ
ment in industrial and commercial activities related to the cigarette 
industry. Additionally, tobacco exports bring in foreign exchange, 
and cigarette taxes are an important revenue source for the Mexican 
governrnent. 

The dismantling of TABAMEX resulted in the emergence of a vari
ety of new institutional arrangements across Mexico's tobacco
growing regions. In the Nayarit-Jalisco zone, a regional-level collec
tive bargaining framework was established with a single organiza
tion representing all area farmers. In the Gulf zone, by contrast, the 
dismantling of TABAMEX produced a range of results, from the ex
tinction of tobacco cultivation in the state of Oaxaca and a drama tic 
decline in its importance in the northern part of Veracruz, to the de
struction of the collective bargaining framework in Chiapas. If there 
is a commonality between the Nayarit-Jalisco and Gulf zones. it is 
that control of tobacco production has been transferred, with few ex
ceptions, to large national and transnational pri vate companies, de
spite an initial proposal to have campesino organizations playa cen
tral role in the production process. 

Since the dismantling of TABAMEX, campesinos in the tobacco 
sector have seen their role limited to negotiating contracts directly 
with private companies, without the involvement of the state .' They 

This geogr aphical d istribution correspo nds to the ope rationa l and ad ministra tive 
subdivisions of TABAMEX. The Nayarit-jalisco zone includes a tobacco-g rowing belt 
in jal isco that borders on Na yarit, but [al ísco's overall contribu tion lo tobacco pro
duction, even in the best of limes, has not exceed ed 3 percent of tot al nati onal outp ut. 

2 In other sector s, such as coffee, campesino organizations were able lo take control oí 
the assets oí the old s tate -owned companies and to Iorrn their ow n enterpri ses and 
trade links , including, in so rne cases, with the intemational market (see the chap ters 

Institutional Transformation in ihe Tobacco Sector 

do so either collectively through representation by a campesino or
ganization or on an individual basi s, with just one farmer or a small 
group of farmers taking parto In both situa tions, instead of three ac
tors-the campesinos, the s ta te, and the private companies-as be
fore , there are onl y two parties to the negotiation: the campesinos and 
the companies. This new bargaining context in the tobacco sector is 
an important sign that the corporatist institutions that characterized 
M éxico's agrarian reform period (1917- 1992) are undergoing pro
found transformations which need to be analyzed in depth. 

This chapter seeks to improve our understanding of these trans
formations by focusing on campesino organizations in the state of 
Nayarit after the withdrawal of TABAMEX. The chapter also incorpo
rates comparisons with the tobacco-growing regions in coastal Chia
pas and in northern and southern Veracruz. After an examination of 
the restructuring process that the tobacco agro-industry underwent 
from the days of state intervention to those of private control of the 
production process, the chapter turns to its main objective: analyzing 
the new forms of bargaining that have emerged between campesinos 
and private companies, as well as the social impacts of these ar
rangements. 

The following section provides an overview of the sector and dis
cusses the specific characteristics of tobacco cultivation, a necessary 
background to understanding what follow s. The third section exam
ines the dismantling of TABAMEX, a process that laid the groundwork 
for a new role for campesino organizations. The fourth part analyzes 
how campesino organizations in the Nayarit-Jalisco zone ha ve re
sponded to TABAMEX'S withdrawal. The penultimate section explores 
the varied consequences of TABAMEX'S dismantling in the Gulf zone. 

Overview of the Tobacco Sector 

The tobacco industry has been important in Mexico since the second 
half of the nineteenth century. At that time, principally in the states of 
Veracruz, Tabasco, Oaxaca, Yucatán, and Chiapas, the cultivation of 
dark tobacco s used in cigars predominated . The second decade of the 
twentieth century saw the appearance of a mass market for cigarettes 
made from blond tobacco leaf. These light tobaccos, produced in a 
mechanized manner, were well suited to the soils on the coast of 
Na yarit, and their cultivation soon spread at an amazing rate. In 

by Snyder and Hernández Díaz, in this volurne). In the tobacco sector , this occurred 
in only two instances, discussed in the section on Veracru z, 

I 
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1930, Nayarit already accounted for 52 percent of all tobacco pro
duced in Mexico and 42 percent of the total area cultivated in that 
crop. By the 1980s, Nayarit contained more than 80 percent of Mex
icos total area cultivated in tobacco, and the state was producing a 
similar percentage of Mexico's overall tobacco output (TABAMEX 1989: 
43, lOS, 107). 

The British and North American cigarette companies that pi0

neered the use of light tobacco for cigarettes also introduced the 
practice of contract agriculture, a system especially suited to crops 
where the buyer needs a product with standardized qualities. Under 
a contract system, cigarette company representatives provide finarte
ing, technical assistance, and the technological package-all of which 
the small farmers cannot afford-and by doing so, the companies 
ensure uniformity in the crop. In the contracts, the price for the final 
product is established in advance, and the farmer is required not to 
produce more than was stipulated, to accept whatever inspections are 
considered necessary, and to sell his product exclusively to the corn
pany with which he has signed the agreement. At the end of the sea
son, a settlement is made to the farmer based on the sale price of the 
tobacco, less the value of the loan the farmer received from the corn
pany during the agricultural season. Thus the season-end settlement 
is the profit that the farmer earns each year .' 

The cigarette companies lend a complete credit and technology 
package that includes both inputs (seedlings, fertilizers, herbicides, 
insecticides, and so forth) and cash (to cover the wages of farmwork
ers and the cost of farm services such as irrigation or machinery 
rentals). Because campesino tobacco growers usually rely on house
hold labor, at the end of the season the farmer is able to keep, in ad
dition to the season-end settlement, funds allocated as wages for the 
farmworkers. If, additionally, a campesino owns irrigation equip
ment, farm machinery, or agricultural implements, he can also earn 
the amount stipulated in the contract to cover provision of these 
services. 

The participation of the campesino is not limited to tobacco culti
vation alone: it also involves post-harvest tasks , such as drying or 
curing the leaf, a process that is done on the farmer's own parcel us
ing wooden drying sheds (galeras), large metal sheds (galerones), or 
simply by drying the leaf in the open air (in sartas). Once the tobacco 
is cured, the campesinos deliver their production to the companies. 

3 Regionally. the toba ceo season begins in October and ends in Iune, but it lakes indi
vidual farmers no more than six months to complete production work on their par
cels . 
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(The only exception to this pattern involves the Virginia Hornos va
riety of tobacco, which requires curing in ovens in huge factories.) 
The final stage of processing consists of deveining the leaf and pre
paring it for storage, a process that takes place in factories with in
dustrial workers. 

Led since the 1940s by Tabaco en Rama, S.A. (TERSA), a subsidi
ary of the transnational corporation British American Tobacco Com
pany, a total of six large companies were offering contract agriculture 
programs in Mexico by the 1960s. Four of them were subsidiaries of 
cigarette companíes. and the remaining two produced processed to
bacco for export. In light of the agrarian reform of the 19405, which 
established ejidos in most of Nayarit's coastal plain, the companies 
designed a system of guarantees to circumvent the laws that impeded 
them, in case of a default by a farmer, from seizing ejidal lands in 
compensation for their lost investment. The system was based on 
"solidarity groups." or groups of "common responsibility," formed 
within an ejido . "In the case of losses by any given ejidatario," the 
other members of the group "were obliged to respond by indernnify
ing the debt" (Valtierra Pacheco 1984: 96). This scheme extended to 
all regions; but given that tobacco remained a highly profitable crop 
until the end of the 1960s, it was generally unnecessary to resort to 
the mechanism of solidarity groups to recoup financiallosses. 

While TERSA operated, contracts were also made with midsize 
and large producers, yet most tobacco farmers in Mexico were ejida
tarios with only small parcels of land. Due to the advantages and 
relatively high profits that resulted from the tobacco credit and tech
nology package, campesinos had strong incentives to farm that crop. 
The CNe, which had been advocating for the formation of a central
ized entity to deal with the most important matters concerning the 
sector, finally achieved its goal in 1966 with the creation of the Na
tional Tobacco Council (Comité Nacional del Tabaco), comprising 
representatives from the tobacco companies, the federal Ministry of 
Agriculture, the governments of tobacco -producing states, and the 
campesino organizations. The council's goal was to resol ve an array 
of issues facing the tobacco sector and to review pricing on a yearly 
basis. The council negotiated certain agreements, such as limiting 
contracts with ejidatarios to cover an area of no more than 4 hectares 
and contracts with priva te smallholders to cover an area of no more 
than 12 hectares, in order to avoid the concentration of tobacco cred
its in the hands of large producers. Nevertheless, most agreements 
were never respected. Despite increases in cigarette prices authorized 
in 1967 and again in 1971, the cigarette companies refused to increase 
the price they paid for tobacco during that period (Bonfil1986: 154). 
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The parasta ta l TABAMEX was founded in November 1972, in the 
co ntex t of President Lu is Echeverr ía's (1970-1976) populist and s ta tis t 
policies . One of th e factors in flue ncing the for ma tion of TABAMEXwas 
far rners ' increas ing d ismay over th eir deteriorating re lationship wi th 
the companies th at p rovided the cred it and technology packages and 
over the absence of channels th rough which to make th eir dema nds 
heard . Ano ther w as th e need to protect the farmers from the mo
nopol ist ic powers of TERSA, which could easily collude with the few 
othe r compani es on prices, lending p ract ices, and other issu es rele
vant to the tob acco ag ro- indus try . In effec t, the con tro l th a t the trans
nati onal co mpanies had over the production chai n was total .' It began 
w ith cu ltiva tion and post-harves t ac tivities and con tinued all the way 
through the manu factu re and expor t of cigarettes. Blocked fro m 
see king altem a tives because of the lack of competitio n among the 
companies, tobacco farmers had little leverage w ith w hich to defend 
the ir interests . 

TABA MEX was formed wi th three ca tegories of sha re ho lders : 52 
percent be longed to th e feder al govemment, 24 percent to the ciga
rette companie s, and 24 percen t to the CNC and the organized to
bacco prod ucers, as stipu la ted in the presiden tia l decree that crea ted 
it (Chumacero 1986: 211). The four cigarette com panies, w hic h ini
tially held the sha res correspondi ng to the private sector, q u ickly 
merged so that by th e mid-1970s only two remained, Cigarrera La 
Moderna and Cigar rera La Tabacalera Mexicana (Ciga tam). The firs t 
was owned by th e British Ame rican Tobacco Company, and th e sec
ond was a partner of Philip Morris In ternational .' 

Before the start of the agricu ltura l cycle. the private compani es 
negotiated w ith TABAMEX over the number of he ctares to be p lan ted 
and the varieties of tobacco they would buy, and they were involve d 
in setting tobacco prices and determining the va lue of th e cred it and 
techn ology package. Most importantly, the private com panies ad
vanced TABAMEX the working capital it required to finance th e har
ves t, and they es tablished a sy stem for averseeing cu ltivation, w hich 
opera ted independently of con tro ls impleme n ted by the parasta tal. In 
thi s way, the s ta te-owned ca mpany became an intermed iary be tw een 

• Currently, only six large transnational corpora tions control an imp or tan t frac tion of 
the interna tiona l tobacco lrade (see Ma lo [uvera Castañeda 1996: 49-<>4). 

, TABAMEX itse lf acqui red 60 percent of the shares of the two privately owned deveining 
and expo rt companies ins talled in Na yarit, whi le the rem aining 40 percent s tayed un
der the con tro l of their previous owners. These two companies were Extamex 
(Exportació n de Tabacos Mexicanos), a subsidiary of K. R. Edwards Leaf Tobacco, 
and Tabacos Aztecas , a subsidiary of the Austin Com pany . 

Insti tutional Transjormaiion in the Tabacco Sector 

the tob acco farrne rs, on th e one side, and the two la rge cigare tte co rn
panies and th e two remaining exporters, on the other. During the 
19805, Cigarrera La Modern a and Ciga tam we re baught ou t by two 
large Mexican industria l conglomera tes, Grupo Pulsar and Grupo 
Carso." These two conglomera tes formed a d uopoly tha t domi na ted 
the cigarette in d ust ry; togethe r th ey had comered 99 percent of the 
na tional cigare tte market. (The remaining 1 percen t was covered by a 
sm all co mpany called La Libertad .) 

During the 19805, 73 percen t of Mexicos na tiona l tobacco prod uc
tio n, on av erage, supplied the domestic marke t, wi th the remaini ng 
27 percen t being exported (although the vo lu me exported flu ctuated 
markedly fro m year to year) (see Sald ívar Von Wuthe na u 1991: 161).7 
A relatively sma ll amoun t of the tobacco needed For Mexican domes
tic cigare tte bl en ds was regula rly importad, but a t times-mainl y 
w hen natural d isaster s truck- Iarge r guan tit ies of tobacco we re im
ported . During the period of TABAMEX's exis tence, con tra cts were 
lim ited to 4 hectar es, a limita tion applicable to both ejida tarios and 
p riva te sma llholders. The p urpose of this limi ta tion was to make the 
tobacco cre dit and technology package ava ilab le to mor e ca mpesi 
nos." An additiona l fea ture is that 97 percent of the tobacco farmers 
lis ted on the roster s of th e par astatal were ejida ta rios (Gia rracca 1983: 
140). 

As a company, TABAMEX ea rned profi ts that it reinvested in or der 
to carry ou t its func tions, among w hich was agro-technolog ica l re
search . But its ac tions were not a lways taken in accord with s tri ct 
s tandards of good busi ness practice because the company also re
sponded to p ressing polit ical and social issues. In fact, as tim e passed, 
increased levels of ad m inis tra tive ine fficiency and corrup tio n pro
voked an alarming decline in p rod uct gual ity and con tr ibu ted to in
come losses for the p ar ast at al. Despite that, un til 1986 TABAMEX w as 
c1assified as financiall y so und, a ltho ugh it was only able to record a 
p rofi t becaus e it was insert ed in a highly profi table m arket. Begin

• For more informat ion on these ind ustrial grOllps, see La Moderna 1996; Business Week, 
March 1, 1996, and Proceso, November 24,1996. 

' The North Ame rican Free Trade Agreement (NAFTA) will help íncrease the volume of 
expo rts of p rocessed tobacco leaf; bu t it do es no l change the si tuation in the ciga relle 
ma rke t beca use the companies have agreements that regulate the exp ortation of fran
chised brands. The Mexican cigarelle companies, especially Ciga rre ra La Moderna, 
focus the ir energies on expor ting their brands outside North Am érica (see Ma lo Ju
vera Castañeda 1996: chapo5). 

• The on ly exception was in rega rd lo Burle y tobacco, gro wn for the expo rt marke t, 
whose Iimit was se t a t 5 hectar es beca use of the scarcity of lan d appropria te for its 
cu ltiva tion. 
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ning in 1987, it began to operate in the red which, according to a pro
ponent of privatization, meant it was no longer cost effective to keep 
it in operation (Saldívar Von Wuthenau 1991: 112-21). The disman
tling process began in late 1989, in the context of an aggressive neo
liberal program of privatization of state-owned enterprises imple
mented by the administra tion of President Carlos Salinas de Gortari 
(1988-1994). 

The Dismantling of TABAMEX: New Roles for 
Producer Organizations 
During the first two years of the Salinas administration, Gustavo 
Gordillo, undersecretary for social policy within the Ministry of Agri 
culture (SARH) , was in charge of the restructuring and divestment 
processes for most parastatals involved in the rural sector. Gordillo 
deviated from neoliberal orthodoxy by promoting the "autonomy of 
the producer" through government-assisted "appropriation of the 
production process." One method for achieving this appropriation 
consisted of giving priority, in the transfer of a parastatal's infrastruc
ture, to campesino organizations that had the ability to manage it ef
fectively." Nevertheless, as had also been the case with Azúcar S.A. 
de C.V., the parastatal that owned most of Mexico 's sugarmills, the 
privatization of TABAMEX was, in fact, orchestrated from the offices of 
Luis Téllez, undersecretary for planning within the SARH. Téllez 
supported orthodox neoliberal reforms and represented the interests 
of those favoring the business sector. He was later one of the main 
prornoters of the 1992 rural reform legisla tion tha t would lead to the 
privatization of the ejido . 

The dismantling of TABAMEX, announced in October 1989 and 
concluded in September 1990, consisted of selling or transferring in
frastructure related to the cultivation and marketing of processed 
tobacco to private companies and campesino organizations. Others 
could take part in auctions of certain assets that were not essential to 
tobacco production. The privatization strategy, approved at the high
est government leveis, called for designing a new market framework 
for the tobacco sector. " Nevertheless, like many activities in which 

• This was parl of a broader plalform of " renewa l of the sta le-campesino alliance" pro
meted by Salinas during his presidential campaign. For more inforrnation, see De la 
Fuente and Mackinlay 1994. 

10	 Information on the TABAMEXpr ívatization is nol readily available. Fortunately, Juan 
Saldfvar Von Wuthenau, an official in the Minislry of Agricultura who part ícípat ed in 
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diverse interests and many different actors take part, the outcome 
was very different from what had been intended. 

The initial plan was based on the premise that it was necessary to 
Iiquidate an economically unviable parastatal, one that operated in
efficiently because it was overly protective of the farmers ' interests. 
From this premise carne the notion of returning to the direct buyer
seller relationship that had governed producers' relations with ciga
rette companies and exporters prior to the crea tion of TABAMEX. On 
the other hand, the cigarette industry, by virtue of being made up of a 
few large business groups, was a potential olígopoly. and for that 
reason it was deemed unwise to abruptly open the sector to unfet
tered market forces . A better course, it was thought, would be a 
gradual move toward the free market. That is, it was necessary to 
avoid the creation of a new "monopoly of buyers" that would re
crea te the situation that had prevailed when TERSA had dominated 
the sector before the creation of TABAMEX. During that period, so the 
argument went, given the weakness of the farmers (who were unor
ganized and had scant negotiating power), TERSA had completely 
ignored the campesinos' "urgen t dernands," which, in turn, gener
ated the very frictions that had led to the creation of TABAMEX 
(Saldívar Von Wuthenau 1991: 46-50). 

Contrary to what one would assume, given that the plan was im
plemented by a team dominated by pro-neoliberal technocrats, the 
first thoughts about how to privatize did not strictly follow neoliberal 
orthodoxy. Even though at heart the privatization initiative was pre
dominantly pro-business, the project could not entirely ignore the 
contemporary official rural-sector policies of Mexico's government as 
outlined in the 1989-1994 National Modernization Plan and the 1990
1994 National Program for Rural Modernization, which were pro
foundly influenced by Gordillo's unorthodox point of view. Leaving 
aside whether common ground may have been negotiated between 
the two camps in the Salinas administration, or whether the proposal 
expressed what the Téllez team may have really believed to be ap
propriate at that time, in concrete terms the initial plan to dismantle 
TABAMEX contained the following steps: 

•	 The farmers would receive assets "used in the production and 
curing of tobacco, " which would include " tools for planting, 

the developmenl of the privalizalion scheme for the parastat al, wrole a thesis on the 
subject (1991). Even lhough the thesis was completed before the process ended, il 
conlains valuable information and represent s the versi ón that comes closesl lo the 
"official source. " 
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sowing, and harvesting, transportation equipment, ovens, drying 
sheds, warehouses, and 5 percent of the shares of the deveining 
plants." 

•	 "The remaining stages in the process (deveining, distribution , 
production of seedlings, research, financing, and so on ) must be 
covered by the industry." Thus " the respective parties will ha ve 
complete control over the activities that each acquires, [w ith suf
ficient] freedom to act and the possibility of substantially increas
ing their incomes and standards of living." 

•	 In order to regulate relations among the different actors in the 
sector, a tobacco regulatory committee was to be created
comprising representatives of the federal government, the af
fected state governments, the farrners, and the industrialists. Its 
objectives would be to (1) act as "arbiter in the setting of prices 
according to the type and quality of the tobacco, taking interna
tional prices as a reference point," (2) assist with the distribution 
of "import licenses according to production and domestic 
prices," (3) oversee the "fulfillment of contracts between produc
ers and buyers," and (4) avoid overly abrupt fiuctuations in the 
size of the area cuitivated and in the number of contracted farm
ers. This committee would be temporary, and it was understood 
that the government would withdraw from it within a period of 
approximately ten years (Saldívar Von Wuthenau 1991: 125-27). 

•	 The formation of a Tobacco Institute, in which the cigarette com
panies would participa te, would ensure the de velopment of new 
technologies and the cultivation and distribution of seedlings, 
among other functions . 

Let us now review the results of the di vestrnent process and identify 
the probtems that prevented the implementation of most of these 
proposals (see figure 2.1). Proceeding from the last to the first item: 

•	 The idea of a Tobacco Institute wa s unsound because it required 
the companies to support it financially, whereas each preferred to 
ha ve its own independen t research infrastructure. Moreover, 
how would the researeh results be shared among companies who 
were eompetitors ? For these obvious reasons, the two tobaeco gi
ants in Mexico-Cigarrera La Moderna and Cigatam-did not 
aecept the proposa!, and the ide a never got off the ground. In
stead, eaeh company formed its own research center, set up its 
own experimental fields, and jealously guarded its own company 
seerets. 
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•	 Th e tobacco regulatory committee nev er saw the light of da y be
cause conflicts (exa mine d in detail below) arose before it was 
even form ed . Neverthe less, it is interesting to note the simi larity 
between thi s proposal and the one made in the 19605 for the Na
tional Tob acco Council. 

•	 The three d eveining plants that TABAMEX owned, all located in 
the state of Na yarit, were sold, as planned, to private compani es. 
The largest , Lázaro Cárden as, wa s purchased by Cigatam, while 
the gove rn me n t's shares in the other two were purchased by 
Cigarrera La Moderna." No action was taken on the proposal that 
the organi zed campesinos receive 5 percent of the shares in the 
the se plants. 

•	 In the initial plan, campesino organizations were supposed to 
become micro-versions of TABAM EX, with responsibility for ad 
ministering credit and producing and cur ing tobacco leaf." The 
one difference wa s that the farmers ' product would not be 
bought by an intermed íar y body; instead, the private companies, 
owners of the deveining plants, would purchase the leaf directl y. 
It was als o sugges ted that the cigarette companies advance the 
working capital, as had been done when TABAMEXwas operating 
(Saldívar Van Wuthenau 1991: 125-27). Nevertheless, that idea 
did not have the backing of the key player-the private compa
nies-because, in the haste to launch the plan, this issue had not 
been included in the negotiations with the private companies. 

•	 The cigarette companies were relatively unconcerned about the 
proposal that the campesino organizations take over Tabamex as
sets used in the production and curing of tobacco. However, they 
were reluctant to continue to provide the working capital through 
an intennediary body, whether this was a government agency, as 
had previously been the case, or a campesino organization, as wa s 
now being proposed. The opposition of the cigarette companies 

11 Cigarrera La Modern a becarne the pr incipal owner of these plants but had to associ 
ate in the devein ing process with K. R. Edw ard s Leaf Tobacco and the Austin Corn
pany, owners of 40 percent of the shares of the Extame x and Taba cos Aztecas 
devein ing plants, rcsp ectively. 

" One of the altematives, as described in an article published in La Jornada (Septernber 
30,1989), suggested the form ation of "sociedades mutualistas de crédito para habilitar al 
productor" (farrners' credit unions) that would gua rantee the repa ymenl of loans mad c 
by buyers. In Nayarit, apparently at the urging of the governor, pcople played with 
the idea of forming a sta te-level public company to be called Tabacos Nayar itas 
(author interv iew with Antonio Bassols, the official in charg e of liqu idating TA BAMEX, 

March 1997). 

lnstitul ional Transformaiion in the Tobacco Sector 

was cemented by the fact that they considered widespread corrup
tion to be a strong possibility. Each one of the four companies 
ended up forming its own firm to d irectly manage the credit and 
technology package: Tabacos Desven ados, S.A. (Tadesa) became 
the contracting firrn under Cigatam, Agroindustrias Moderna 
under Cigarrera La Moderna, and the expo rt companies Tabacos 
del Pacífico Norte (TPN) and Exarm ex-Dimon under K. R. Ed
wards LeafTobacco Ca . and the Au st in Ca., respectively. 

•	 The campesino organizati ons in the d ifferen t regions recei ved 
TABAMEX's local administrative offices and real es ta te and- in 
some cases-fertilizer plants and warehouses, as we ll as odds 
and ends of equipment such as p ickups, transport trucks, drying 
sheds, and irri gation equipment. When this infrastructure was 
turned over to the campesin o organizations, it was already clear 
that the y would not take over the responsib ilit ies that had been 
envisio ned in the governme nt's ori ginal privatization plan. 

In the end, the role of the campesin o orga niza tions beca me mostly 
limited to representing their membership vis-a-vis the private com
panies, while the companies resumed fulfilling the same function 
the y had performed prior to the crea tion of TABAMEX: providing the 
credit and technology package d irectly to the farmers. In the absence 
of the envisioned regulatory committee, where the federal and state 
gov ernmen ts would ha ve ac ted as arbiters, a direct relationship was 
established between producer organizations and the companies, 
without an y government mediatíon." The campesino organizations 
acquired a sizable debt when they purchased the liquidated assets of 
TABAMEX. They were supposed to repay this d ebt to the federal gov
ernment over ten years through a sys tem of d eductions from the 
farmers ' portian of earnings from the season-end settlements. How
ever, the infrastructure purchased is of little use bec ause the organi
zation did not take over the ad minis tra tive functions of providing the 
credit and technology package that TABAMEX once carried out. Nor 
will the campesino organizations have a decisive role in the produc
tion process because it is so closely tied to the provision of this credit, 

In fact, given that a contract between farmers and a tobacco com
pany is accompanied by an obligatory technology package, the com
panies effectively manage, directly or indirectly, the assets used in 

" This is not to say that the federal and state gove mrne nts do no t intervene on many 
issues within their jurisd iction at the requ est of one of the parties or when qu estions 
arise that may affect local or national politics. Sorne examp les of govemrnenl ín ter
ven tion will be presenled in the analyses of individ ua l cases. 
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the production process. When individual farmers do not own trae
tors, irrigation equipment, or other implements, the companies ma y 
find, when weighing costs and benefits, that it is more advantageous 
to provide the farm services themselves, or they may prefer to paya 
third party for these services. Only in this latter case might they con
tract the services of campesino organizations or other producer asso
ciations. That is why it is highly unlikely that the campesino organi
zations could assume a central role in production. Furthermore, it 
would be very difficult for them to engage in competition with the 
tobacco companies, which are much better equipped to efficiently 
manage the agricultural production process because they ha ve the 
financial resources to provide credit and make large-volume pur
chases and large-scale investments. 

Consequently, in the production chain's new configuration, cam
pesino organizations will find it difficult to playa relevant role in the 
agricultural production process even though campesino leaders have 
not given up the idea of doing so in the future. As a consultant to 
Nayarit's Tobacco Producers Rural Collective Interest Association 
"Constituyen te Gral. Esteban Baca Calderón" (ARIC) explained: 

Supposedly, ARIC, like TABAMEX, was going to provide the 
farmers with technical assistance, ínputs, and everything 
needed for the marketing and sale of tobacco. But beca use 
of financial considerations, the delivery of credits, technical 
assistance, and inputs has remained under the control of 
the companies. ARIC ended up acting as the agent for nego
tiations, social issues , and everything else relating to tobacco 
farmers. Nevertheless, ARIC may achieve something more 
than just that because it has the equipment to make fértil
izer and insecticide, and it has trucks to transport tobacco 
and aIl that sort of thing (González Castañeda 1995: 30). 

In any case, the principal function of the campesino organizations, 
independent of their potential efficiency or utility in the agricultural 
production process, beca me representing the combined interests of 
the farmers against the private companies. This, as we will see below, 
is no sma11 thing. It requires a great deal of dedication and may ren
der results that could be more important in the long run than taking a 
direct part in the agricultural production process. 

Collective Bargaining in the Nayarit-Jalisco Zone 

TABAMEX's final two years were marred by administrative cutbacks 
and downsizing, along with myriad problems and conflicts among 

Institutional Transformation in ihe Tobacco Sector 

the majar actors in the tobacco sector: the cigarette companies (which 
questioned the government's policy and threatened to cancel their 
contracts with the parastatal), the producers (once the announcement 
of the parastatal 's dismantling became official in October 1989), and 
the many regional and state-level interests related directly or indi
rectly to tobacco production. The two most significant factors during 
this period were the introduction of a system for grading the quality 
of processed tobacco at the time of its purchase and a significant de
cline in the area of cultivated land. 

The first change was the result of an ongoing complaint on the 
part of the priva te companies over the poor quality of the tobacco 
they were forced to buy from TABAMEX. The companies saw this 
situation as the result of having a standard price for a11 toba ceo, re
gardless of its condition, a practice that undermined a farrner's in
centive for improving the quality of the crop. Thus it was decided 
that the prices paid for cured tobacco varieties would be set accord
ing to four quality levels. The second significant development was 
that the parcels of land eligible for government financing declined 
from an average total of 32,000 hectares during the first part of the 
19805 to 26,440 hectares during the 1988-1989 agricultural cycle and 
to only 19,865 during 1989-1990 (a cycle of very low production) (see 
tables 2.1 and 2.2). Given that the average contract at the time was for 
two hectares per farmer, the number of people growing tobacco also 
declined-from almost 16,000 to around 13,000 and 10,000, respec
tively-in these two final seasons befare the closure of the parastatal." 

This situation-eoinciding with the struggle among diverse in ter
ests over how to restructure the parastatal-generated great uncer
tainty among farrners , They had been left without any credible in
formation and could only react to the rumors that were coming at 
them from a11 directions. The Tobacco Producers Union of Nayarit 
(Unión de Productores de Tabaco del Estado de Nayarit), the CNC
affiliated organization officia11y recognized by TABAMEX, failed to 
demonstrate any initiative, and by the end of 1989 a number of inde
pendent organizations had formed to fi11 the vacuum. The most im
portant of these was the Front for the Defense of Tobacco Growers 
(FDT), led by a prosperous farmer, José Ramón López Tirado. The 
FDT brought together the many tobacco farmers who were unhappy 
about how the privatization process was being carried out, and the 
organization's principal claim beca me its demand for indemnification 
for those who had lost access to the credit and technology package. 

.. Information gathered during fieldwork from photoeopies of 1996 ARre materials. 
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TABLE 2.1
 
AREA PLANTED IN TOBACCO, BY REGION, 19805 (nscr ARES)
 

Nayarit -
Year Jalisco Veracruz Oaxaca Chiapas Total 

2,753 1,366 49,393 1979-80	 38,375 6,899 
33,906 4,625 1,584 1,122 41,237 1980-81 

4,298 1,358 1981-82 34,805 1,628 42,089 
4,341 1,560 38,457 1982-83 31,657 899 
1,450 648 1,267 31,876 1983-84	 28,511 

26,841 3,297 580 2,020 32,738 1984-85 
5,000 3,3271985-86 36,202 1,001 45,530 
5,254 3,852 35,261 1986-87 25,136	 1,019 

1,033 4,092 43,239 1987-88	 32,826 5,288 
26,440 3,311 O 1,613 31,364 1988-89 

1989-90 19,865 529 125 1,138 21,657 

Source: Juan Saldívar Ven Wuthenau, "La desincorporación de empresas esta
tales en México: El caso de Tabamex" (bachelor's thesis. Instituto Tec
nológicoAutónomo de México, 1991), p. 156. 

During the first months of 1990, the FDT held protests outside the 
offices of the Ministry of Finance (SHCP) in Mexico Cíty. took over 
TABAMEX facilities and those of other public agencies (including the 
offices of SARH in Tepic, the capital of Nayarit), staged sit-ins in 
front of Nayarit's state house, and held demonstrations in urban 
centers, most importantly in the tobacco-growing di stricts of Las 
Varas and Santiago Ixcuintla. These events culminated in April 1990 
with a blockade of the intemational highway that links Mazatlán 
with Guadalajara (Castellón Fonseca 1992: 44). Added to the demand 
for indemnification was a claim for compensation for the 24 percent 
of TABAMEX's shares to which the producers were supposedly enti 
tled. Although this claim did not have much validity in legal terrns, " 
it offered a way out of the conflict, and the federal government 
authorized indemnification to 17,000 farmers in Nayarit and Jalisco, 

15 Accord ing lo Antonio Bassols, the campesino organiza lions had never actua lly con
lribuled the cap ital lo acquire 24 percenl of the shares . On the o the r hand, the corn 
pany was operaling al a loss, so that, in any case, the farm ers would hav e had lo 
provide money ou t of their ow n poc kels lo cover the debt left by the paraslatal 
(author inte rview, March 1997). 

lnsiu ut íona!Transjormaiion in the Tobacco Sector 

TABLE 2.2 
TOBACCO PRODUcrl ON, BY REGION, 19805 (TüN5) 

Nayarit- Experimental 
Year Jalisco Vera cruz Oaxaca Chiapas Fields Total 

1979-80 59,591 10,999 3,970 1,734 451 76,745 
1980- 81 53,673 4,195 2,332 1,598 225 62,023 
1981- 82 59,558 7,036 3,434 1,842 169 72,039 
1982-83 43,757 8,471 2,124 2,453 27 56,832 
1983- 84 38,784 2,170 912 1,942 39 43,847 
1984- 85 39,102 4,698 1,379 3,298 124 48,601 
1985-86 56,443 6,425 2,031 4,285 498 69,683 
1986-87 32,896 7,896 1,840 2,007 44 44,682 
1987-88 52,979 8,796 2,265 5,105 154 69,299 
1988- 89 47,039 4,560 O 1,754 85 53,438 
1989-90 28,458 394 178 1,433 O 30,463 

Source: Juan Saldívar Von Wuthenau, "La desincorporación de empresas esta
tales en México: El caso de Tabarnex" (bachelor's thesis, Instituto Tec
nológico Autónomo de México, 1991), p. 156. 

including those who currently had contracts with TABAMEX and those 
who had had contracts in previous years. 

Meanwhile, the Tobacco Producers Union was replaced by ARIC 
(a CNC affiliate) in order to represent the farmers of Nayarit and Jal
isco. In reality, this modification amounted to no more than a change 
of name-the leaders of the Tobacco Producers Union had moved 
over to ARlC-but it was a necessary step because of a requirement 
that the assets of TABAMEX be tumed over to a regional association, a 
qualification that the Tobacco Producers Union did not meet because 
it was a branch of a national-level organization (the CNC's National 
Union of Tobacco Producers). TABAMEX officials began to negotiate 
w ith ARIC over the transfer of the parastatal 's infrastructure, despite 
ARlC's lack of support from the grassroots that it supposedly repre
sented. 

The state government of Na yarit also backed ARlC as it faced the 
challenges posed by the FDT. In the pre-privatization stage, the gov
emor was behind the proposal that ARlC act as the administrator of 
the cred it and technology package. If this arrangement had worked 
out, a regional campesino organization (ARlC) would have become 
an im portan t financial power. However, when the proposal for the 
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creation of a tobacco regulatory committee was overtur ned. the state 
government lost its potential to influence the producer-industry rela
tionship directly. Nevertheless, given the importance of the tobacco 
sector in economic terms and for the political stability of Na yarit, the 
state government exerts a powerful influence over the ARIC leader
ship through regional campesino political networks. 

The Socíal Impact of Privatization 

The four years following the dismantling of TABAMEXwere extremely 
hard on tobacco producers, and the first two were especially divisive 
and painful. In the first agricultural sea son after TABAMEX's exit 
(1990-1 991), the area cultivated with tobacco in the Na yarit-Jalisco 
region tumbled from the 19,865 hectares registered in the preceding 
season to only 14,084 hectares, cultivated by 8,655 farmers (see tables 
2.2 and 2.3; also see note 14). The major changes that were announced 
caused immense uncertainty among the farrners, many of whom de
cided to sow their fields with beans, a crop whose price outlook was 
good. The most disturbing issue, and one that was especially divisive 
in the municipali ty of Santiago Ixcuintla-the sta te' s principal to
bacco-growing area- is the one that largely explains farrners ' indeci
sion about signing production contracts with pri vate companies un
der the new arrangements. The point of contention was the 
announcement that individual tobacco-drying ovens were to be con
structed on the farrners ' own parcels and that these new installations 
would replace the huge regi onal tobacco-drying factories that had 
traditionally operated. Also, there was a broad rejection of the plan to 
make deductions from the season-end settlements to farmers in order 
to cover the debt incurred in the acquisition of TABAMEX assets and 
membership dues in the CNC and ARIe. 

Another reason for hesitancy in signing con tracts was that the face 
value of the credit and technology package and the purchase prices 
set for tobacco leaf that were accorded in negotiations between the 
companies and ARIC were considered to be extremely low . Many 
farmers doubted that a profit could be made by cultivating tobacco. 
What would become a new norm was being put in place: prices were 
to be set in reference to the international market, and the value of the 
credit and technology package would conform strictly to the costs of 
production , thus making it impossible for a farmer to realize any 
additional income by manipulating the cash received. 

Under TABAMEX, the credit and technology package wa s deliber
ately, though not officially, set at a level higher than the cost s of pro
duction, a figure that supposedly was ba sed solely on the technical 
requirements for successful cultivation. This arrangement helped 
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farmers maintain their families until the season-end settlement. In 
reality, the "surplus" built in to the pa yments was merely an ad vance 
that would be repaid later (Jáuregui et al. 1980: 264). Ho wever, this 
administ rative leniency reinforced a practice that had prevailed even 
before TABAM EX: to siphon off part of the credit and technology pack
age for household cons umption, now often with the complicity of 
TABAMEX insp ectors, This could be accomplished by illegally reselling 
a portion of the agr ochemical inputs or providing fewer farm ser vices 
than were stipulated in the contract. Althoug h this might result in a 
poorer crop, it was possible beca use, when the toba cco was delivered 
for sale, its quality did not affect its pri ce. 

In spite of these changes, during the next season (1991-1 992), 
15,072 farmers signed contracts covering a total of 30,692 hectares 
(table 2.3; note 14). On the one hand, the exp eriment with beans had 
failed because the price of this crop fell a t the end of the season. On 
the other hand, as a result of a decline in the number of contracts in 
the past sea son and due to competition for the best fields, the ciga
rette companies began to offer farmers personal loans in cash if they 
agreed to plant tobacc o. 

In the middle of the agri cultural sea son, after the contracts were 
sign ed and the loans were delivered, storms that were part of the El 
Niño weather phenomenon unexpectedly battered the coast of 
Na yar it, dest roying almos t half of the tobacco crop. Partly beca use of 
clima tic conditions, but also because of the new economic austerity 
measures taken to improve efficiency, bankruptey swept the region. 
Under TABAMEX, the solidarity groups, consisting on average of ten 
farmers eultivating about 20 hectares, had been used solely to coordi
nate the deli very of the credit and technology package. Now these 
groups regained the function for which they had originally been de
signed under TERSA: campesinos who made a profit within the soli
dar ity group we re forced to sacrifice their modest earnings in order 
to pay off debts incurred by their fellow members. Even though erop 
insurance had covered most of the losses from El Niño, it did not 
cover exp enses assoeia ted with social benefíts " or the personal loans 
that the companies had ad vanced to the farmers. 

16 These benefits, pai d for in part by the farrner , include social security (mai nly free 
medi cal care for the farrn er and his fam ily and a ret ircment pension throu gh the 
Mex ican Social Secu rity Institut e [lMSS]), cra p insurance, an d life insurance. ARIC is 
responsible for the administration of these servíces . Sugarcane is the only cra p be
sides tobacco that pra vides au tomatic memb ersh ip in the IMSS. The coffee sector lost 
access followin g the d ismantl ing of the Mexican Coffee Institute (l NMEeAFt ) . 
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At the season-end settlement, the number of farmers whose pro
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From the ARIC's perspective, the new procedures posed one of its 
biggest problems: how to resolve disagreements between buyers and 
sellers regarding the quality of the tobacco being offered for sale. 
Until the 1993-1994 agricultural cycle, the cigarette companies were 
in charge of the classification system but with the oversight of ARIC 
representa tives . However, many complaints were registered about 
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the behavior of the ARIC representatives, who were often accused of 
acting like company employees. At one point, it appeared that the 
matter would go to the Ministry of Agriculture for arbitration, but the 
SARH did not ha ve staff with sufficient experience with tobaccos to 
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intercede. Finally, beginning in 1994-1995, high-Ievel officials from 
the companies and from ARIC were appointed to issue a judgment if 

17 Moreover, other crops do nol include the type of worker benefits that come with to
bacco cultivation. 

18 There are even more guality classificalions (up lo f ífty) in other counlries. The num
ber varies according lo the agronomic characleristics of the soil , the lobacco variety 
being cultivated, and the agreements with producers. 



30 31 Mackinlay 

a disagreement persisted. In December 1996, when the fieldwork for 
this chapter wa s carried out, that was the system in force. Even 
though the number of complaints has declined in comparison to 
previous years as farmers have beco me accustomed to the new sys
tem and prices ha ve risen somewhat following the devaluation of the 
Mexican peso at the end of 1994, concerns remain about finding a 
more objective way to evaluate the quality of processed tobacco. 

In broad strokes, these are the principal problems that have af
fected farmers as a resuit of the deregulation of the tobacco sector. 
The tobacco growe rs of Nayarit used to be set apart by their relative 
prosperity in comparison with most tobacco smallho lders elsewhere 
in Mexico; the contrast between Nayarit's tobacco farmers and the 
more typical campesinos wh o grow traditional crops like corn and 
beans is even more marked (see Giarracca 1983: 216-23). The income 
from tobacco grown on a parcel of land in Na yarit during a six- or 
seven-month cycle used to cons titu te the major share of suppo rt for 
the basic needs of a campesino household for an en tire year. Follow
ing the privatization of TABAMEX, however, farmers in Nayarit have 
experienced a significant decline in their levels of well-being. And the 
campesino character of the production process has bcen reinforced, 
given that more manual labor is now provided by famil y members, 
and farmworkers are less and less frequently employed exeep t dur
ing harvest and the euring of the toba ceo leaf." 

Next we turn to an analysis of the role of ARlC in the reorganiza
tion of tobac co eur ing in Nayarit, a process where significant mod
ernization has occurred even though the innovation affects only 
about 15 percent of the total area planted in tobaceo in the state. 

ARlC Tadesa, and LaModerna:Decentralizaiion and Modernization 

Sinee the years of TERSA and during the TABAMEX peri od, farmers 
were aceustomed to deli ver ing reeently har vested Virginia Hornos 
tobacco leaf to be dried in one of seven plants that together operated 
over 800 drying ovens in the municipality of Santiago Ixcuintla. After 

" Ca mpesinos whosc family memb ers are not available to help with the tobacco crop 
(because they have em igrat ed , for cxarnple) find it very difficu lt not lo incur debt 
wi th the pri vate corn panies. It is also imporlant to note that lobacco field s tradition
al1y we re left fallow du ring the mont hs between harvest and the next plant ing. Dur 
ing this period , cam pes inos often sought wage labo r, eve n migraling lemporaril y lo 
wo rk in tobacco fields in the United States, Now, assuming that their parcels do not 
flood during the rain y season, the campesinos may also culti vate corn or sorne other 
crop that is covered by a smal1 government sub sid y through the PROCAMPO programo 

tnstuut ionalTransformaiion in the Tobacco Sector 

the dismantling of TABAMEX, ARIe, the federal government, and the 
two eompanies that use Virginia Hornos tobaceo-Cigatam and 
Cigarrera La Moderna-agreed that ARIe would temporarily man
age these plants." charging by the ton of tobacco to be cured. Mean
while, both companies would build, on the farmers' own land, as 
many ovens as were needed. Thu s the companies, rather than eon
tinuing to cure tobacco leaves in the large factori es, opted for a decen
trali zed system of small-scale ovens, an arrangement that is the norm 
in other tobacco-growing countries. This measure was designed to 
circumvent factory workers ' unions and avoid other labor problems." 
From the farm ers' perspective, this reorganization meant that they 
would beco me the managers of tobaceo-drying installations on a re
duced scale, with the legal obligations this entailed. Having to cure 
the tobacco themselves was not an appealing option, but because the 
companies were offering few contracts and paying low priees for the 
other varieties produced in the region, many farmers had no choice 
but to accept the new arrangement. 

Even though both companies agreed to decentralize production, 
each proposed its own reorganization plan. Tadesa, the contracting 
firm that is part of Cigatam, pursued a plan that required a much 
smaller investrnent. Since 1991 it has constructed individually owned 
ovens" by means of a financial program that discounts the capital 
invested from the sea son-end settlement. The payments of the in
vested capital are stag gered over a period of ten years. This change 
does not affect the usual organization of the agricultural process. 
Production is s till organized around solidarity groups, whose me m
bers cuitivate an average of 20 hectares and organize their harvesting 
in stages (as used to be done under TABAMEX) in arder to avoid deliv
ering all their tobacc o to the ovens at the same time. Another measure 
taken by Tadesa was to decentralize the tobacco seedbeds to the 
farrners' own parcels, a practice followed in most tobacco-producing 

20 In the origina l governmcnt plan, it was anticipaled that the lobacco-drying factories 
wo uld be turn ed over lo ARIC, on the ass umplion that the campesino organiza lion 
would lake charge of them perrnancntly. Ultirnately, ARIC d id not acquire thern be
cau se they woul d be used only for thr ee agricultural seaso ns and then d iscarded. 

21 A uni on afflliated with the "official" Confede ration of Mexican Work ers (CTM) held 
the col1eclive con tract with TABAMEX and had won compa ratively high wages and 
benefits for its work ers. When TAIJA MEX was líquid ated, the old collective contrae r 
was terrninated, but the un ion conlinued to opera le in the tobacco-drying factori es 
und er the conditions established by Mexico's Fed eral Labor Law . 

22 These dr ying ovens, built in the lraditi onal sty le and similar lo those in the TABAMEX 
factories, are conslruc ted of brick. On ave rage, ene ove n is needed for every 5 hec
tar es planted in lobacco (or four ovens for a sol idarity group cultiv at ing 20 hectares). 
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countries. According to a Tad esa engineer, the fact that the seedbeds 
are now the farrn ers ' responsibility will motiva te them to improve the 
quality of the ir plants (au thor interview with Engelberto Sánchez 
López, Au gu st 1994). 

Under Tadesa's "Brazilian mode!," the tobacco company only 
provides the credit and technology package and, eventually, capital 
investment loans (for drying ovens and farm equipment, for exam
pIe) but remains as detached as possible from day-to-day production 
tasks." By contrast, Agroindustrias Moderna, the contracting firm 
under Cigarrera La Moderna, adopted (after a two-year delay) a 
model of organization based on the Ll.Si-Canadian large-scale and 
technified sys tem. Under the system of participation associations, the 
company provides capital and technology, and the campesinos con
tribute their land and labor. In this case, farmers of the Virginia Hor
nos variety ha ve to join their conti guous parcels of land into "agro
industrial modules" that mea sure 60 hectares on average. The opera
tion of these modules requires both extensive investments in machin
ery, equipment, and sta te-of-the-art ovens imported from Cariada" 
and the active participation of the company in the da y-to-da y man
agement of the bu siness. Regard ing the seedbeds, Agroindustrias 
Moderna has maintained the old centralized system and has even 
invested in con structing greenh ouses in Na yarit and Chiapas, whe re 
seedlings of selected tobac co varieties are grown. 

The participation associations were initially established for ten 
years, at the end of which time the campesinos were to take over the 
infrastructure. But with the December 1994 peso devaluation, the pe
riod was extended by an additional three to six years, depending on 
the date at which each module had begun operation. The company 
employs a full-time manager (often a partner in the association) who, 
together with a supervi sor ," plans ou t and assigns the tasks to be 
completed daily. The campesinos who are members of the association 
have priority in being hired, but outside farmworkers are also em
ployed when needed. There are modules in which the number of as
socia tes is very small (one has 100 hecta res and onl y two landowners 

2J	 The mod el lakes its name from lhe systern commonly found in Brazil. bul with the 
differen ce that in Mexico the solidar ity gro ups are heterogeneous, whereas in Brazil 
they are based on the family unit. 

" One oven of the "bulk curing barn " type is needed for every 6 heclares of tobacco. 
These ovens do a betler job of curing and use less labor and energy than do trad i
lional ovens . Moreover, they can be transp orted to a new location if the associa tion 
fails. 

5upervisors of the contracting companies oversee an ave rage of 200 hectares each. 

as members), but most consist of man y ejidat ar ios, each of whom 
contributes 2 to 3 hectares, In the case of modules with smaller mern
berships, the company must rely on ou tside labor, but in the other 
modules, the members themselves can earn wages throughout mo st 
of the season and they have a right to voice their opinion in monthly 
assemblies in which the module's supe rv iso r participa tes as the com
pany representative. 

Agroindustrias Moderna 's project appears to be more successfu l 
than that of Tadesa. In the latt er case, d isgruntled farrn ers have sim
ply abandoned their ovens, and since 1993-1 994 Tadesa has had to 
implement a compensation sys tem, called the "curing credit," to off
set sink ing profits and keep the campesinos from going broke. 
Agroindustrias Moderna 's pr oblems have not been as severe, and its 
project has been growing year by yea r. In 1993-1 994, seven modules 
encompassing 475 hectares were in opera tion; by 1995-1996, there 
were seventeen modules, covering 1,168 hectar es." The two compa
nies , taken together, cultivated a total of 2,812 hectares of oven
quality tobacco during the latt er cycle . But this figure is still far from 
the average of 7,300 hectares that were under cultivation during the 
final two seasons when the tobacco-drying factories still operated
that is, between 1992 and 1994 (see note 14). This is evidence of the 
difficulty in pressing ahead too hard and fast with decentralization of 
the ovens. 

Through the 1993-1994 season, the ARIC played the unfortunate 
role of managing the curing of tobacco belonging to Agroindustrias 
Moderna and Tadesa, a task that involved layin g off nearly 3,000 
part-time workers in [anuary 1995 (La Jornada, [anuary 15, 1995). 
These actions created tremendous ill-will in San tiago Ixcuintla, caus
ing the takeover of oven installations and othe r public demonstra
tions and feeding a genera l discontent that would explode six months 
later. 

The Resurgence O/ Grassroots Protest 

Although it did not ge t worse, the ove ra ll economic picture for the 
tobacco sector showed no subs tan tial improvem ent between 1992 and 
1994. Most farmers complained that they were having to dig into 
their own pockets to cover the expe nses incurred in the production 
process (author intervie ws). Although this claim is difficult to evalu

,. For more on the agro-industri al modules and on the reslructuring of the lobacco sec
tor, see Mackinla y n.d, 

25 
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ate given that the companies insist the credit and technology package 
was sufficient to offset the costs of cultivating tobacco (but not for 
additional purposes, such as supplementing household income), 
farmers were finding it increasingly difficult to cover their daily basic 
consumption needs. 

Moreover, the farrners' debts were growing. Despite a slowing in 
the rate of indebtedness, outstanding loans still represented an unre
solved problem, and prospects for the season-end settlements were 
far from bright. On top of this, during 1994-1995, the area under cul
tivation in Nayarit alone dropped by more than 7,000 hectares com
pared to the previous year (see table 2.3). This decline was due to the 
negative outlook for the tobacco sector nationwide; the overvaluation 
of the peso had reduced the competitiveness of Mexican tobacco on 
the international market. 

The December 1994 devaluation of the peso suddenly improved 
tobacco's prospects. At the end of the 1994-1995 sea son, the farrners ' 
debt was less onerous and the settlements received were larger, even 
though the tobacco companies were the primary beneficiaries of the 
devaluation. The export companies did especially well, having settled 
on a price with ARIC in September 1994, before the devaluation; after 
the devaluation they were able to sell the processed toba ceo at a very 
favorable exchange rateo This generated substantial discontent among 
the farmers who received settlements in May and [une 1995. Under 
the leadership of Ramón López Tirado" and the influence of an im
portant group of Barzonístas" that had formed in Santiago Ixcuintla, 
they resuscitated the FDT, the grassroots organization that had in
cited the protests in 1989 and 1990, when TABAMEX withdrew. 

The rejuvenated FDT quickly incited an important mobilization in 
the tobacco-producing regions of Nayarit, which culminated in 
August 1995 with the takeover of the ARIC offices in Tepic, demon
strations in the center of the city, and a sit-in in front of Nayarit's 
state house, as well as the threat of a takeover of the local offices of 
the contracting companies. The principal demand was for compensa
tion for the farmers in light of the extraordinary profits the compa
nies presumably had made as a result of the peso devaluation. The 

" From 1991 lo 1994, while he was a federal deputy for the Party of the Oemocralic 
Revolution (PRO), López Tirado was out of the state rnost of the lime. He returned lo 
run unsuccessfully for state governor in 1993, on the Labor Party (PT) licket. 

"	 Barzonistas are mernbers of a debtors' movernent (El Barzón) that appeared during 
1993. The movernent consísts primarily of small and midsize farmers in the ejidal and 
priva te sectors. Since its Iounding, the organízatíon has spread throughout México, 
including in urban areas. 

lnstitutional Transformation in the TobaccoSector 

state government responded rapidly. It jailed López Tirado on an 
outstanding arrest warrant, although the specific charges had nothing 
whatever to do with the tobacco issues, and it launched a smear cam
paign against him with the help of the Labor Party (PT) and the Party 
of the Democratic Revolution (PRD), parties with which López Ti
rado was on the outs. López Tirado was obliged to "retire" from 
politics, and the movement dissolved under the threat of government 
repression (author interviews). 

Although it was quashed, the 1995 mobilization had an impact in 
the 1995-1996 season on the price of tobacco, which had not changed 
since 1990-1991. As a result of the devaluation, the price would have 
risen anyway, but beca use of the mobilization it probably rose more 
than it otherwise might have. Prices increased by about 30 percent in 
1995-1996 and by 27 percent in 1996--1997 (see note 14). The area cul
tivated in tobacco did not increase during the first sea son, but it did 
in the second, due to the rising price for processed tobacco in the in
ternational market (see table 2.3). 

ARIC's Role in the New Tobacco Agro-Industry 

ARIC was able to resist the attacks from the FDT because the state 
government and the contracting companies continued to support it. 
But beca use of its role in the restructuring of the agro-industry in fa
vor of Mexican and transnational corporations, it is highly unpopular 
among the campesinos. Nevertheless, ARIC is critically important to 
the state government beca use, as a pro-ruling party organization, it 
facilitates government control over tobacco growers. The government 
has had a strong inf!uence over ARIC's administrative council, and 
the council's president (ARIC's top official) has close ties to the pri
vate companies. And on many occasions, ARIC, the state govern
ment, and the private companies have presented a united front 
against challenges that threaten the status quO.

29 

This is not to say that ARIC accepts unquestioningly whatever the 
government forces upon it, or that it does not have its own internal 
life. Like most CNC organizations, it is not noted for its democratic 
practices nor for the transparency of its financial dealings, but it has 

"The state governrnenl of Nayarit, ba sti ón of the CTM sinc e the 19805, is dorninated by 
PRI hard-liners who acl in an authoritarian manner lo preserve their privileged status 
and the sinecures of Nayarit's power elite . 
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conducted internal elections with relative regularity." Delegates from 
al! regions of the state, although not seated at the negotiating table, 
participate in annual col!ective bargaining meetings; and they debate 
(and for the most part approve) proposals made by the administra
tive council. ARIC has its own agenda, which covers two principal 
issues. First , beca use they lived through the dismantling of TABAMEX, 
at which time ARIC was being considered as the potential coordina
tor of the credit and teclmolo gy package, the organization's leaders 
still hope that ARIC will be involved in the future in the production 
process, to the benefit of its members. Second, after decades of state 
paternalism and corruption that produced attitudes and behaviors 
antithetical to sound business principIes, ARIC's leaders recognize 
the need for technical training and a "new culture" among the farrn
ers that will help to meet current demands for efficiency and produc
tivity." 

There has been little headway made on either of these aims, how
ever, starting with the fact that the first two leaders following the 
formation of ARIC very probably engaged in corrupt activities. Nev
ertheless, ARIC is affiliated with the London-based International To
bacco Growers ' Association, and that connection helps ARIC sta y 
informed about prices and international agricultural conditions. Since 
TABAMEX'S privatization, ARrC has also won certain concessions re
lating to life insurance and crop insurance, and it has worked to im
prove the criteria used to c1assify tobacco, as well as developing a 
program of technical assistance for its associates that opera tes inde
pendently of those carried out by the private companies. ARIC also 
successfully opposed an increase in the number of quality categories 
in the 1996-1997 negotiations, and it intervenes in all important is
sues relating to the cultivation of tobacco, as wel! as being involved in 
the delivery of social services, 

Because ARIC' s leaders have relatively little negotiating experi
ence, the organization is undergoing a learning process. It might be 
argued that it has not achie ved very much-just the bare minimum to 
avoid an even greater isolation from its membership. However, it 
must also be stressed that it is not a company-controlled organiza
tion. Rather, it is a government-sponsored organization that wa s 

JO The last election for administrative council posts was scheduled for April1996, but, at 
the request of the gove rno r, it was postp oned until September 9 to avoid coincid ing 
with local elections. Thc state gove rnment in Nayarit has noticeably influenced the 
leadership succession within ARlC. 

31 Auth or inlerview (August 1994) with José Santos Navarro, president of the AR1C 
administrati ve counciluntil September 1996. 

instuuíional Transfornuuion in the Tobacco Sector 

controlled primarily by the federal government during the TABAMEX 
period and now is closer to the state government, even though the 
former still plays a role through the Ministry of Agriculture 
(SAGAR).32 

From the point of view of the contracting companies, working 
with a unified organization representing all tobacco farmers has both 
advantages and disadvantages. On the one hand, the companies have 
far less maneuverability when negotiating with a union rather than 
the farmers themselves, either individual!y or in smal! groups. When 
dealing with an organization such as ARrC, the companies must 
make numerous concessions in order to preserve good relations with 
the union, and they mu st cultivate local leaders and political per
sonal ítíes ." They may also face pre ssure if the union becomes more 
demanding and combative. On the other hand, working with a uni
fied organization with a large membership reduces transaction costs 
when negotiating prices for different tobacco varieties at the begin
ning of each season, the valu e of the credit and teclmology package, 
social welfare benefits, teclmology tran sfers, and implementation of 
measures related to the production process-as wel! as any and all 
questions or conflicts that might arise between the companies and the 
farmers. 

Despite these considerations, the companies would probably pre
fer to act without the intermediation of a col!ective bargaining or
ganization such as ARIc' as they advocated during the dismantling 
of TABAMEX. Nevertheless, given the economic, political, and social 
importance of tobacco production in that state, any attempt to alter 
the institutional framework for collective bargaining in Nayarit 
would surely have provoked strong objections from the federal and 
state governments. In other regions of Mexico where tobacco does not 
play such a strategic role, such as in Chiapas, private tobacco com
panies have been able to avoid working through a single organiza
tion. This was true, for example, of Agroindustrias Moderna, which 
managed to elude the mediating efforts of a campesino organization 
in Chiapas. In northern Veracruz, companies have opted to leave the 

32 Through the end of the Carlos Salinas de Cortari administra tion (1988-1994), Mex
ico's Ministry of Agriculture was known as the Ministry of Agriculture and Water Re
sources, or 5ARH. Under the following ad ministration, that of Ernesto Zedill o Ponce 
de León (1994-2000), its name was changed to the Ministry of Agriculture, Lívestock , 
and Rural Development, or SACAR. 

)J José Santos Navarro, the second leader of ARIC wh o left office in September 1996, 
and Alfonso Langarica, an important stalewide leader of the National Confederation 
of Rural Smallholders (CNPR), are both associated with Agroindustria s Moderna 
lhrough their respective agro- industrial modules. 
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area or to reduce their presence when circumstances have been unfa
vorable. Thus the Gulf zone provides an interesting contrast to the 
case of Nayarit. 

Restructuring Tobacco Production in the Gulf 

While TABAMEX operated, the Gulf zone-Veracruz, Oaxaca, and 
Chiapas-had a disproportionate number of producers relative to its 
level of production. In the 1985-1986 season, this zone was horne to 
37 percent of the country 's tobacco farmers, but it produced only 18 
percent of Mexico's national output (TABAMEX 1989: 107, 112). Dark 
tobaccos, which were becoming harder to sell in the domes tic and 
international markets, were grown primarily in northern Veracruz 
(Alarno, Platón S ánchez, and Papantla), central Vera cruz near Cór
doba, and around Tuxtepec and Zimatlán in Oaxaca and Zimojovel in 
Chiapas. TABAMEX heavily subsidized these regions, characterized by 
subsistence farmers cultivating tobacco on srnall plots and enjoying a 
standard of living considerably lower than that of their counterparts 
in Nayarit." The Gulf's most commercíally successful áreas, albeit not 
at the level of the Nayarit-Jalisco regi ón, were San Andrés Tuxtla in 
southern Veracruz, which grew cigar tobacco, and the Soconusco re
gion in coastal Chiapas, where TABAMEX introduced the cuItivation of 
blond tobacco. 

During the 1980s, TABAMEX began reducing its financed arca in 
the Gulf zone, especially in Vera cruz and Oaxaca (see table 2.1). 
During 1989, as part of the first steps toward divestrnent, TABAMEX 
withdrew completely from Oaxaca. By the time the tobacco sector 
was deregulated, production outside the Nayarit-Jalisco zone was 
limited to the coast of Chiapas and northern and southern Vera cruz. 
The next section focuses on these three areas. 

Breakdown of Collective Bargaining: The Coast of Chiapas 

Blond tobacco used in cigarettes is grown on the coast of Chiapas, 
even though clima tic conditions (particularly the hígh humidity) are 
less favorable than those in Nayarit. Despite the region's limited pro
duction potential, it constitutes a reserve area for tobacco production 

,. Por an analysis by region for the period when TABAMEX operated, see Giarracca 1983. 

lnstitutiona!Transformation in tne Tobacco Sector 

for the two large tobacco companies in case Nayarit suffers severe 
crop damage or some other problem." 

TABAMEX'S administrative offices and warehouses were located in 
the town of Huixtla, Chiapas. Those facilities, along with transporta
tion and irrigation infrastructure, were turned over to the Social Soli
darity Society of Tobacco Producers of Chiapas (SSS), an association 
that had its roots in the State Union of Tobacco Producers (Unión 
Estatal de Productores de Tabaco) and was part of the CNe. 

For the first two years fol!owing the dismantling of TABAMEX, the 
SSS operated in a fashion similar to ARIC in Nayarit, managing the 
relationship between producers and the tobacco companies, Never
theless, the Chiapas tobacco farmers were disgruntled by the in 
equalities between the contracts negotiated for them and those nego
tiated for farmers in Nayarit. Among these inequalities were tobacco 
prices that were 15 to 20 percent lower than in Nayarit for the sarne 
tobacco varieties (the cornpanies argued, as had TABAMEX, that this 
was due to discounts to cover the cost of transporting the crop from 
Chiapas to Nayarit's deveining plants) . The arnounts financed 
through the credit and technology package were smaller (supposedly 
beca use costs of production are lower in Chiapas), and the benefits 
package included only social security but no life or crop insurance. 

In 1992, according to its then-president, Jorge López Vilchis, the 
SSS launched "an offensive, supported by the CNC, that won, for the 
first time in the history of Chiapas's tobacco cultivation, a purchase 
price that was the same as that offered in Nayarit" (López Vilchis 
1993: 4). This accomplishment, in turn, sparked a campaign by 
Agroindustrias Moderna to convince the farmers to withhold their 
union dues and resign from the SSS, promising that the company 
would provide whatever was needed for production. Because of the 
mobilization over prices and other increasingly divisive issues, 
Agroindustrias Moderna ended its relationship with the SSS after the 
1992-1993 season. This action, which left the SSS "decapital ízed and 
bankrupt," was taken without regard for the agreement among the 
federal goverrunent, campesino organizations, and the tobacco com
panies to establish collective bargaining in each region along with a 
system for retaining dues from the season-end settlements so that the 

"	 Near Tapachula, Grupo Pulsar (owner 01 Empresas La Moderna) has established the 
Centro Internacional de Investigación y Capacitación Agropecuaria, A.C., an impor
tant international agro-biotechnology research center. Here experiments are con
ducted to írnprove or develop seed stock, fresh produce for export, fruit trees, and 
tropical plants; and there is significant produclion of orchard and tobacco seedlings in 
greenhouses. 
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campesino organizations could repay the debt resulting from the ac
guisition of TABAMEXassets." 

After ending its relationship with the 555, Agroindustrias Mod
erna chose to negotiate directly with tobacco growers from ejidos and 
municipalities that are at some distance from Huixtla. Thus, between 
1990 and 1994, the 555 went from representing almost 890 farmers 
growing tobacco on 1,957 hectares to onl y 70 farmers working 152 
hectares under contract with Tadesa." The SSS now survives on its 
meager union dues and from rents collected on 58 irrigation rigs let 
out to tobacco farmers. During the two seasons following Agroindus
trias Moderna's termination of its relationship with the 555, the culti
vated area under the company's control also declined noticeably. 
Rather than managing production through contracts, Agroindustrias 
Moderna primarily rented land directly, mostly from private owners 
of large fields, although it was also willing to rent smaller adjacent 
plots from ejidatarios in order to form large production areas. In 
contrast to the 2.2 hectares per producer that was the norm while the 
555 operated , in Agroindustrias Moderna 's fields d uring the 1995
1996 sea son, 720 hectares belonging to 19 producers were cultivated, 
at an average of 38 hectares per producer (author interview with 
Agroindustrias Moderna manager José González, February 1997). 

After 1996, in the context of improved international tobacco 
prices, Agroindustrias Moderna launched a new program based on 
participation associations. Using the modular system, the company 
increased its involvement in the tobacco sector, going from thirteen 
modules encompassing a total of 720 hectares in 1995-1996 to twenty
four modules with a total of 1,914 hectares in 1996-1997. The plan 
was to continue enlarging so as to reach 2,400 hectares in the 1997
1998 sea son (author interview with José González) . The modules in 
Chiapas that are dedicated to growing the oven-dried varie ty of to
bacco are similar to those in Nayarit in terms of the infrastructure 
and contractual conditions, although contracts covering the produc
tion of Burley tobacco (which does not need ovens to be cured) are 

lb The agreement was made with Antonio Bassols (author interview , March 1997). 
However, no documents were signed that legall y commitled the tobacco compa nies 
lo rnainta in il. The sarne lhing occurred in other regions. The only sign ed docurnents 
are those that regisler the transfer (to the campesino organiza tíons) and the sale (lo 
the cigarelle and exporl companies) of the par astatal's assels . 

"	 Although ít manages a considerably smaller ar ea than Agroinduslrias Mod ern a, Ta
desa also reduced its cultívated area in Chiapas, from 436 heclares in 1990 lo 152 in 
1994. Tadesas fields began lo increase once again-lo 206 heclares in 1995 and then lo 
507 heclares in 1996-when international tobacco prices started lo rise (author ínter
view wilh Miguel Osuna Gómez, Tade sa manager , February 1997). 

Inslitutional Transjormation in the Tobacco Sector 

made on a yearly basis. In this expansionary stage, Agroindustrias 
Moderna is no longer focusing on priva te property owners but is 
seeking small ejido parcels that can be joined together in fields aver
aging 60 hectares in size. " 

In the case of Chiapas, negotiating with a single organization re
stricted Agroindustrias Moderna's maneuvering room, and the com
pany opted to withdraw from the collective bargaining relationship 
in order to be freer to pursue its experiments and expansiono Where it 
was able to avoid the intermediation of campesino organizations, it 
has been able to select new partners and impose new rules. As a re
sult, ejidatarios who had been SSS members, and whose standard of 
living is considerably lower than farmers in Na yarit, have now lost 
an important source of credit and income for their household 
economies. Because of their weak political influence, and beca use of 
the absence of binding contracts with the company, there was noth
ing they could do to prevent being dropped by Agroindustrias Mod
erna. 

The Case of Veracruz 

In Veracruz there was no unified state-level representation of tobacco 
producers during the TABAMEXperiodoIn that sta te, many dispersed 
campesino organizations formed in the localities previously served 
by TABAMEX and asserted their right to the parastatal's assets. It is 
important to note that the market for dark tobacco, which predomi
na tes in Veracruz and is used mainJy in cigar production, is very dif
ferent from the market for blond cigarette tobacco. Cigar production 
and marketing is almost artisanal in character and involves many 
economic actors; in contrast, the cigarette industry is monopolized by 
a few huge national and transnational groups, which collude on 
many aspects of production and marketing. 

WITHDRAWAL OF THE TOBACCO COMPANIES: NORTHERN VERACRUZ
 

In Alamo, in northern Veracruz, the assets of TABAMEx-administra

tive offices, transportation eguipment, and warehouses-were di

vided between two organizations (an 555 affiliated with the CNC and
 

"	 In Ch iapas, Grupo Pulsar has ex tended the use of the modular sys lem lo other crops 
(pa paya, cantaloupe, waterrnelon, and barnb oo, among others). Accord ing lo Grupo 
Pulsars president, Alfonso Romo, the modules in Chiapas, including those growin g 
tobacco. cover abou14,500 heclares (Expansión, [anuary 15, 1997). 
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an organization belonging to the National Movernent of 400 Towns)" 
in proportion to the number of producers belonging to each. In 
Platón Sánchez as well, the assets were divided between two organi
zations, an ARIC and an SSS,both CNC affiliates. But in Papantla, the 
tobacco growers agreed to unite in a single organization, an SSS that 
is also an affiliate of the CNe. 

During the first part of the 1990s, Agroindustrias Moderna and 
Tadesa dramatically reduced their involvement in the region from 
1980s levels (see tables 2.2, 2.3). The tobacco companies were gradu
ally withdrawing from the area even though they still needed sorne 
dark tobacco for certain brands and blends. But by the beginning of 
the 1995-1996 growing season, Agroindustrias Moderna had de
parted completely, and Tadesa maintained only a very reduced level 
of activity. 

Without doing a full-scale analysis of the problematic of tobacco 
production in northern Veracruz, certain points bear mentioning: 

•	 In this region, as in all of the Gulf zone, high humidity makes it 
difficult to control infestations of moho azul, a fungus that has be
come resistant to the chemical fungicides previously used to 
control it. This is not an insurmountable problem, but it makes 
tobacco cultivation more difficult. 

•	 During the first part of the 19905, citrus cultivation presented 
farmers with a viable alternative to tobacco cultivation. 

•	 As in Nayarit, the tobacco farmers suffered a significant decline 
in their profits and were subjected to measures to improve pro
ductivity (reduced credit and technology packages, the imple
mentation of quality classifications, and so forth) , 

•	 Problems arose between the tobacco companies and the farmers 
and their representative organizations, resulting in difficulties in 
implementing the new system of contract agriculture. 

In fact, the farmers lost interest in tobacco cultivation because it 
demanded intense effort for little or no gain. Given that they needed 
the financing and social welfare benefits that carne with the contracts, 
they did not refuse to sign up , but they also did not go out of their 
way to grow a crop that would meet quality standards. According to 

" This semi-official union is headed by César del Ang el, a long time leader with close 
ties lo the CNC and a critic of the Salinas adrninistration's reforms lo Article 27 of the 
Mexican Constitution. 

Inslilut ionnlTransformation in Ihe TobaccoSector 

Tadesa 's manager in Papantla, the companies left because of low 
level s of productivity (aggravated by the moho azui¡ and beca use their 
withdrawal would not genera te political or social unrest beca use 
farmers were slowly finding alternative crops to plant (au thor inter
view with Javier Carc ía Ramírez, May 1997). Nevertheless, the to
bacco companies' departure brought a significant loss of income and 
employment to this rural area . 

On the other hand, it should be noted that thr oughout the Gulf 
region, the rules governing contract agriculture ha ve always been 
easily undermined for the simple reason that dark tobaccos can be 
sold clandestinely to other buyers, unlike the blond varieties, which 
are purchased solely by a handful of cigarette companies and export
ers. Farmers in the Gulf were accustomed to earning additional in
come by selling part of the dark tobacco financed by Agroindustrias 
Moderna and Tadesa (and before them, by TABAMEX) to independent 
buyers who market it as cheap tobacco in nearby mountain com
munities or to representatives of small artisanal cigar factories . As 
demand for this kind of tobacco rose, so too did the amount of the 
diverted production. 

A recent development in the tobacco sector is the impressive 
growth during the mid-1990s of cigar consumption in industrialized 
countries, perhaps in response to widespread anti-tobacco cam
paigns. As an example of what this change has meant for the tobacco 
sector, in 1997 several farmers working under contract with Tadesa to 
plant 135 hectares near Papantla opted to sell their crop to a buyer 
who offered them three times the price they would have received 
from Tadesa. The farmers then attempted to repay the cost of the 
credit and technology package they had received from Tadesa for 
that agricultural cycle. This, of course, was unacceptable to Tadesa, 
and the advanced money was deposited in an escrow account pend
ing the outcome of a lawsuit to be filed against the farmers. Although 
the withdrawal of the tobacco companies from northern Veracruz 
occurred before the increase in cigar consumption was visible, the 
new situation will make the companies rethink the framework for 
contract agriculture, in case they decide someday to return to the 
area." 

The cigarette companies are being replaced by cigar companies 
such as Alfredo y Silvio Pérez Enterprises (ASP, Inc.), a Miami-based 
marketing company for dark tobaccos, which formed a partnership 
with ARIC Tabacalera and Agropecuaria de Platón Sánchez (an or

'" Tadesa increased somewhal its level of part ícípati on in Papantla and returned lo 
Platón Sánchez in 1997. Alamo has no tobacc o-growing activities. 
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ganization that previously worked with Agroindustrias Moderna) to 
cultiva te 176 hectares during the 1994-1995 cycle, 372 in 1995-1996, 
and 476 in 1996-1997 (see the data for cigar tobaccos in northern 
Veracruz in table 2.3). As is the case with the Primitivo R. Valencia 
Ejido Union (UEPRV) in San Andrés Tuxtla in southern Veracruz, 
which will be discussed in the following section, contract agriculture 
continues but in a modified fashion in virtue of the greater demand 
that exists for dark tobacco. 

CONTRAer AGRlCUUURE ANO LEASING: THE CASE OF SOlJIHERN VERACRUZ 

In San Andrés Tuxtla, unlike any other place in M éxico, TABAMEX 
was not the only actor buying and selling tobacco. lnstead, it coex
isted with companies belonging to long time tobacco-farming fami
lies-Turrent, Carrión, Ortiz, and others-which mainly soId proc
essed tobacco in the international market but also ran their own cigar 
factories. Before the arrival of the parastatal, these families grew to
bacco on their own land and also rented ejidatarios' fields (despite 
legal prohibitions against this practice)," employing the ejidatarios as 
farmworkers. Contract agriculture as such did not really existo By 
renting land to farm, the farnily-run companies did not delega te pro
duction responsibility, as happens under the credit-and-technology
package system. Rather, they took direct control of production in or
der to guarantee a high-quality tobacco leaf. This situa tion continued 
after the arrival of TABAMEX: the families remained active in tobacco 
although they cultivated less land beca use the parastatal had estab
lished contract agriculture on ejidal fields formerly rented out to the 
families. 

During the TABAMEXperiod, financing for agricultural production 
did not come from the tobacco companies because these companies 
were not interested in the cigar business. However, the ba.nking sec
tor was very willing to provide loans given the fact that tobacco 
grown in San Andrés sold on the international market (Giarracca 
1983: 164). The presence of TABAMEX in the area meant considerable 
social progress for the ejidatarios. They could take advantage of the 
new credit and technology packages, and their incomes rose sub
stantially over earlier periods when the ejidatarios had rented out 
their fields and worked for the family-run companies. As in the other 
regions, siphoning off part of the credit and technology package was 

"	 To circumvent this prohibítíon. the lobacco-farming families and ejidatarios would 
pretend that there was a credit-and-technology-package arrangement between them. 

Instituti onal Transformation in tue TobaccoSector 

a common practice, but in San Andrés it was also possible to sell part 
of the tobacco crop financed by TABAMEX to the factories belonging to 
the family-run cigar companies. Thus, because the parastatal did not 
ha ve a complete monopoly over tobacco purchasing, the cigar corn 
panies that were able to bu y tobacco leaf illegally at bargain prices 
reaped substantial benefit. 

The cigar companies did not participate in the divestment of 
TABAMEX. All of the assets--offices, warehouses, a laboratory, pick
ups, tractors, transport trucks, irrigation equipment, and 152 drying 
sheds, with a combined value of about U.5.$2 million-were turned 
over to the Primitivo R. Valencia Ejido Uníon." From the outset, the 
UEPRV has enjoyed the support of Gustavo Carvajal Moreno, the last 
director general of TABAMEX and later a PRI senator from Veracruz. 
The UEPRV has also maintained a relationship with one of 
TABAMEX's principal foreign clients, ASP, lne. in Miami, and it gets its 
financing directIy from the banks (just as TABAMEX had) and from 
ASP itself. 

After a difficult start in March 1990 followed by numerous ups 
and downs, the UEPRV has consolidated little by little . By 1995-1996 
it was financing 213 producers, a figure that increa sed in 1996-1997 
to 360 farmers cultivating 750 hectares, The UEPRV only processes 
dark tobacco and does not take part in cigar manufacturing. Ap
proximately 82 percent of its output is soId abroad and 18 percent 
domestically. It employs about 600 workers in processing, and its 
members employ 1,500 workers, on average, in agricultural activities. 
By mid-1997 the UEPRV had twenty dr ying sheds under construc
tion, financed by an ASP, lne. investment of 0.5.$950,000:3 

The UEPRV continued the practice of contract agriculture but in a 
form that does not involve an unequal relationship with a private 
tobacco firm oThe farmers are also the owners of the company and 
thus make a profit on top of the season-end settlement. Nevertheless, 
approximately 40 tons of tobacco were pilfered by union members in 

" Another organization, the Enrique López Huitr ón Ejido Union , was formed as a result 
of a disagreement wi th the UEPRV leaders' position on the TABAMEX assets . The 
found ers of this new organi zation argued that it was not necessary to pa y for the 
TABAMEX assets. because they belonged to the campesinos by right. They got bank 
financing to provide credit and technology packages to the membership in the 1990
1991 season. but the organization ceased operations before the end of the season and 
never returned the money lent to it by the bank. It appears that the most powerful of 
the local private companies- that of the Turrent famil y-was manipulating this o r
ganization with the aim of weakening the UEPRV. 

.~ Transcript of a speech by Alain White Herrera, president of the administrative 
council of UEPRV, during a visit by President Ernesto Zedillo to Veracruz, May 1997. 
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1993, and this forced the union to work during 1994 to cover its 
losses." Sorne of the steps that the UEPRV has taken to avoid ineffi
ciencies and to raise productivity and quality are similar to those 
employed by the private tobacco companies. They inelude measures 
such as strictly managing the organization's resources and establish
ing three quality categories for the purchase of tobacco (an arrange
ment considerably more benevolent than the multiple-category sys
tem used by the tobacco companies). However, the most important 
measure is related to the sale price: at the end of the agricultural cy
ele, the farmer receives an initial payment for the tobacco based on a 
relatively low guaranteed price, but a final settlement is made later 
based on the amount that is actuaIly received at the time of sale on 
the open market. By contrast, the tobacco company negotiators settle 
on a payment price before the agricultural season even starts, and it is 
based on very conservative estimates designed to guarantee high 
profits for the company. 

As had been the case for TABAMEX, the UEPRV must coexist with 
the family-run cornpanies, which by the beginning of 1997 consisted 
primarily of the Turrent and Ortiz families. The property and cigar 
factory belonging to the Carrión family was taken over by Agroin
dustrias Moderna, which had been operating in the area for two 
years in response to the growing international demand for dark to
bacco and cigars (see table 2.3). The company Nueva Matacapan 
Tabacos, belonging to the Turrent farnily, has approximately 400 
hectares and produces 60 percent of its raw material on its own lands 
and 40 percent on rented fields or fields financed through a credit 
and technology package." This was the first time that the Turrent 
company had adopted the contract agriculture system, but it did so 
only for poorer quality tobaccos used to pack the cigars; and even in 
this case, it maintains careful control over the production process." 
Whether on its own land or on rented fields, the company directly 
oversees the cultivation of the highest quality tobacco, whose leaves 
are used to wrap the cigar. In addition to these companies, there has 
been a proliferation of independent growers and small cigar factories 
in the region in response to rising international prices. 

.. Alain White Herrera admonished the producers in a general assembly regarding this 
loss, telling thern that they "were stealing from thcmsel ves." 

45 Author interview with Alberto Turrent Cano, director general of Nueva Matacapan 
Tabacos, May 1997. 

.. Cigar ette companies typically have supervisors who oversee an average of 200 hec
tares each, while in the case oi Nueva Matacapan, supervisors are each responsible 
for no more than 80 hectares. 

lnstitutional Tronsformation in the Tobacco Sector 

Agroindustrias Moderna, for its part, rented 220 hectares during 
the 1996-1997 season. And, as is its style, it has been making major 
investrnents in the area. To convince campesinos to rent out their 
plots, the company is offering them agricultural jobs at wages signifi
cantly higher than can be made working for other companies 
(ineluding the UEPRV); these wages are in addition to the rents the 
farmers will collect on their land. Because it is a recent arrival in the 
area, Agroindustrias Moderna is still in an experimental phase. To 
make use of heavy machinery and economies of scale, it has rented 
contiguous smaIl parcels of land in order to consolidate them into 
large fields, but it has yet to decide if it is going to opera te by renting 
land or if it will propose a framework of participation associations, 
similar to the agro-industrial modules that it developed in Nayarit. 

In conelusion, it should be emphasized that the UEPRV is a cam
pesino organization that operates as a direct producer of cigar to
bacco, managing almost 40 percent of all the area cultivated in to
bacco in this part of Vera cruz. It is the only campesino-run company 
in the ejidal sector to have beco me directly involved in tobacco pro
duction. ARIC Tabacalera and Agropecuaria de Platón Sánchez, in 
northern Veracruz, may follow in its steps if, in coming years, they 
manage to consolida te connections to intemational markets. The 
UEPRV is noi , however, an umbrella organization advocating for the 
campesino tobacco producers of southern Veracruz as a bloc, a role 
that no organization has taken up as yet. Outside the UEPRV's sphere 
of influence, the private companies (Turrent, Ortiz, and Agroindus
trias Moderna, principally) negotiate with campesinos individually 
or in smaIl groups (very similar to the pattern in Chiapas) to establish 
the terms of the relationship, whether it be through land rental con
tracts, credit and technology packages, or possibly, in the near future, 
tobacco production associations. Considering the economic difficul
ties across aIl of Mexico's rural sector, the campesinos in this region 
often have no option but to accept unfavorable conditions when ne
gotiating and signing such agreements. 

Conclusion 

Campesino organizations in the tobacco sector today playa role en
tirely unlike what had been envisioned for them in the initial pro
posal for the dismantling of TABAMEX. This proposal was aimed at 
limiting the monopolistic powers of the huge Mexican conglomerates 
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and transnational companies that produce cigarettes and export 
processed tobacco." The reorganization of the tobacco sector has re
sulted instead in overprotection of private-sector interests, in detri
ment to the tobacco farmers, who have suffered a serious decline in 
their standard of living. 

When comparing today's situation to the period when TABAMEX 
operated, one notes that the parastatal, acting as an intermediary 
between the growers and the tobacco companies, upstaged the cam
pesino organizations in decision making. Under today's arrange
ments in Nayarit, a direct relationship exists between the farmers ' 
organizations and the contracting companies, without the participa
tion of federal or state government agencies. This institutional ar
rangement differs from what existed during the days when TERSA 
operated (that is, pre-1972) . At that time negotiations took place only 
with individual farmers or small groups of farmers, something that 
occurs today in Chiapas and Veracruz, cases where the similarities to 
that earlier period are easily visible. 

A single, relatively powerful collective-bargaining organization 
was preserved in Nayarit, something that did not happen in the other 
tobacco-growing regions of Mexico. Although it is possible that this 
campesino organization in Nayarit may sorne day assume a direct 
role in the production process, neither this possibility nor the deliv
ery of technical assistance and training can constitute the organiza
tion's primary concern. Involvement in these activities would repre
sent a duplication of effort with the contracting companies. The most 
important and beneficial role that the organization could assume 
would be to provide an adequate level of mediation in negotiations 
over the many dimensions of the company-producer relationship, 
such as the price of processed tobacco (which includes quality classi
fications), the credit and technology package, crop insurance, and so 
on. Among other crucial issues, regulation is needed regarding the 
terms of the contracts offered to producers by Tadesa, with its decen

., After the research for this chapter was completed in mid-1997, a major change of 
ownership occurred: all of Empresas La Moderna 's tobacco business, including the 
cigarette company (Cigarrera La Moderna) and the contracting company 
(Agro industrias Moderna) was sold by Grupo Pulsar to its previous owner and the 
second largest tobacco transnational in the world, British American Tobacco, for ap
proximately U.s .$1.7 billion . This transaction was almost simultaneous with the take
over of Cigatam-Tadesa by Philip Morris, the worlds leading cigarette company 
(Massieu 1998: 10). The transnationals' new expansionary trend in developing coun
tries is a response to the difficulties these companies are encountering in industrial
ized countries, especially the United States, as a result of anti-tobacco campaigns. 

lnstitutional Transformat ion in the Tobacco Sector 

tralized model, and Agroindustrias Moderna, with its agro-industrial 
modules. 

The example of the UEPRV in southern Vera cruz with regard to 
the criteria for pricing cigar tobaccos suggests that options exist for 
negotiating the price of cigarette tobacco as well. However, the lack 
of an organization to represent the campesinos who are not members 
of the UEPRV poses a problem." Such an organization would be ex
tremely valuable in this region, where rising international prices for 
dark tobaccos have spurred the appearance of multiple types of con
tracts and agreements that apply variously to wage and labor condi
tions, land rental, credit and technology packages, and probably, in 
the future, agro-industrial modules. 

In Nayarit, regardless of the control exercised by private compa
nies in all phases of production, if an organization were oriented less 
toward the preservation of the status quo (as is the case with ARIC) 
and more toward advocating for its members ' interests, the tobacco 
farmers would ha ve a better chance of achieving more satisfactory 
working conditions and earnings than they would without any or
ganization. The withdrawal of the tobacco companies from northern 
Vera cruz and the fragmentation of negotiations between producers 
and the companies in coastal Chiapas and southern Veracruz typify 
the difficulties that the absence of unified organizations creates for 
the producers. In those circumstances, private companies act virtu
ally without limitation and can impose terms that are highly benefi
cial to themselves. 
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Reconstructing Institutions for Market 
Govemance: Participatory Policy Regimes 

in Mexico's Coffee Sector 

Richard Snyder 

In 1989, after two decades of extensive intervention in production 
and marketing of coffee, the Mexican Coffee lnstitute (INMECAFÉ) be
gan to withdraw.' The withdraw al of this state-owned enterprise was 
part of a larger set of neoliberal reforms expected to stimulate eco
nomi c growth by reducing govern ment intervention in the econo my 
and increasing the role of mark et forces. lNMECAFÉ'S dismantling 
meant elimination of production supports, regulated prices, and gov
ernment control of marketing channels for Mexico's 300,000 small 
coffee producers. ' These reforms were íntended to repl ace gove rn-
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, Between 1970 and 1989, coffee accoun ted for an average o f 5.1 percent of the total 
va lue of Mexico's exports and 34 percenl of the total va lue o f ag ricultura l exports. 
Approxi ma lely three rnillion Mexicans derive so rne part of their incorne fro rn the cof
fee sec tor (Díaz Cá rde nas el a l. 1991: 67). 

"Smal) producers are defin ed as those wi th less than 20 hectares (roughly 50 acres) of 
land . 




