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ABSTRACT

STATE DIVESTMENT, REPRIVATIZATION, AND PEASANTS:
DIALECTICAL TRANSFORMATIONS WITHIN THE MEXICAN SUGAR SECTOR

By
Donna Lynn Chollett

The last decade has seen a critical reassessment of the role of the state in economic
development, accompanied by substantial economic restructuring of Third World
economies. One of the most profound manifestations of this transformation is the process
of privatization. The sale of Mexico’s state-owned sugar mills to private capital marks
a historical turning point for the sugar sector and provides an opportunity to analyze the
impact of privatization on rural communities, as peasants adjust to the changing structure
of production and renegotiate their relationship with the Mexican state and the
reprivatized sugar mill. The research examines reprivatization through a political
economy approach, incorporating several levels of analysis: 1) international and national
policies affecting the sugar sector; 2) regional sugar mill policies; 3) collective
organization of the regional cane producers’ union; and 4) strategies of production and
resistance utilized by peasant households.

Anthropological research was conducted in two peasant villages in the sugar-
producing region of Colima, Mexico. Structured interviews with a sample of 100
peasant producers provided data on household economics, how reprivatization of the
sugar mill affects peasant production, changing agricultural practices and strategies, and
participation in the regional cane producers’ union. Sample data were supplemented by

interviews and data gathering in various agrarian offices, the sugar mill, and the



producers’ union. The sugar mill provided annual records (1986-1991) of costs of
production, profits, and debts for all cane producers of the research villages, which were
utilized to compare the pre-privatization and post-privatization periods.

Reprivatization has made a significant initial impact on the region of study.
Contrary to the expectations of privatization, productive efficiency has declined due to
lack of investment in the sugar mill. Cane producers face spiraling costs, increasing
debts, and are abandoning cane production in substantial numbers. Given structural
limitations placed on the union’s collective mobilization for a price increase, producers
who persevere in the production of cane select a variety of strategies of resistance as they

confront reprivatization of the sugar sector.
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I. INTRODUCTION

Statement of the Research Problem

A significant paradigmatic change is sweeping the globe, fostering a historical
dissonance between neoliberal' ideology and praxis and the social reality emerging in
much of the Third World (Ibarra 1990). As criticism developed over the predominant
role played by Third World states in guiding economic development, a series of
ideological notions has passed from vogue: "state paternalism", "government subsidies",
"protectionism”, and the "parastatal enterprise”. In its place, the international and
national bourgeoisie have resurrected from classical economic theory another set of
antithetical constructs: "the free market", "modernization”, "economic efficiency"”, and
"deregulation”. This shift in theory and praxis was given major impetus by IMF and
World Bank policies aimed at restructuring Third World debt, requiring debtor nations
to open their economies to foreign investment, to reduce government subsidies, and to
sell state-operated enterprises (Redclift 1987).

One of the most profound manifestations of this transformation is the process of
privatization. Privatization in Mexico is a strategic response to convergent pressures of
international financial institutions, on the one hand, and a reorientation of national
development policy, on the other, to confront the growing debt crisis during a period of
economic recession. As a keystone of structural reform, privatization has affected more

than 800 parastatal firms in Mexico, among them banks, mines, airlines,

'"Neoliberal" is the term used in Latin America to refer to policies of deregulation, laissez faire
economics, and privatization. In the U.S., "neoconservative” is applied to these policies characteristically
considered as "Reaganomics”.




2
communications, and sugar mills. The recent and extensive state divestment and sale of
Mexican sugar mills to private capital provides a test case for analysis of the dialectical
process of transformation that accompanies privatization.

There are several reasons why the Mexican sugar sector is particularly suitable for
analysis. The sugar sector in Mexico, largely a private domain until the 1970s, has
always been subject to a substantial degree of state intervention and control. Sugar, as
a world market commodity, has historical roots that extend back to the early colonial
period in Mexico. State policy ensured access to important resources, such as land,
labor, and capital to private sugar entrepreneurs, thus guaranteeing capital accumulation
among the rural elite. Consolidation and concentration of production by sugar haciendas
after independence created conditions which led Mexican peasants to play a major role
in the Mexican revolution. The subsequent agrarian reform returned land to peasants,
culminating in a major restructuring of the relations of production. The state has
intermittently intervened during periods of crisis to preserve the economic viability of the
sector and maintain political stability in rural areas; this process is clearly present in the
statization of the sugar sector in the 1970s. As providers of raw material to a capitalist
industry, peasant cane producers were organized into government-controlled unions,
forming an organic relationship between peasants and state-owned sugar mills. This
relationship was maintained until 1988, when the decision was made to reprivatize the
industry. Reprivatization of the sugar industry portends a reconcentration of resources
by sugar industrialists, which may require a renewal of state measures of control.

The sale of all 49 state-owned sugar mills from 1988 to 1992--mostly to national and
transnational corporations--has weakened the state-peasant relationship, creating a
potential for political conflict. This change in ownership of Mexico’s oldest and largest
agroindustry, employing 128,000 cane producers, 97,386 harvesters, 69,146 mill
workers, employees, and transport personnel (Paré et al. 1987), marks a historical
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3
turning point for the sugar sector. It is within this sector that state divestment and the
redrawing of direct peasant-capital relations of production should prove significant in the
ensuing transformative process. The consequences of this radical change for rural
communities as they adjust to the new structure of production have not, until now, been

systematically analyzed.

Background to the Research Problem

Reprivatization comes in the wake of 30 years of state encroachment into the sugar
industry, having been fostered by a crisis of profitability which began in the late 1950s.
A freeze on the domestic price of sugar from 1958 to 1970 and a drop in the price of
sugar on the world market in the 1960s led private mill owners to decapitalize their
operations. In order to prevent the loss of foreign exchange and to avert an economic
crisis in the countryside, the state intensified its intervention in the industry and
eventually assumed ownership of failing sugar mills. By 1975, 56 of Mexico’s 62 sugar
mills had been incorporated into the state sector (del Villar 1976; Purcell 1981).

Due to the inefficiency of state-operated mills and a substantial increase in the
domestic demand for sugar, by 1976 the sugar sector could no longer meet the needs for
internal consumption and Mexico was forced to become a net importer of processed
sugar. Although the state maintained a low domestic price for sugar, it did so at the cost
of tremendous subsidies to the sugar sector (del Villar 1976; Purcell 1981). State
investment in the modernization of its sugar mills during the 1980s was predicated on the
need to achieve self-sufficiency, restore Mexico’s position as a sugar exporter, and
prevent destabilization of the peasant sector. These subsidies were sustained until 1988
when, in response to the economic crisis, Mexico’s past president, Miguel de la Madrid,
made a decision to divest and decontrol the sugar industry.

Although the state retained the right to set domestic sugar prices and continues to
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4
finance credit to the sugar sector, reprivatization is accompanied by major changes in
credit delivery and the structure of production, with important consequences for
producers’ incomes and the relation of producers’ unions to the mill. During the period
of state control, the national-level cane producers’ union was often successful in resolving
local conflicts between producers and sugar mills to the benefit of producers; however,
private investors are less amenable to negotiate producers’ demands when resolutions
negatively affect profits. The withdrawal of the state from direct control and the increase
in capitalist penetration of the sugar industry signaled the urgency to investigate the
economic, social, and political ramifications and peasant responses to transformations
within the sugar sector. Not only is Mexico’s economic crisis requiring the withdrawal
of state subsidies to peasant production, but the state is simultaneously encountering
serious challenges to its political legitimacy. Situation of the research problem in this
context raises a significant question: will the transfer of control of this major

agroindustrial complex undermine political stability of the rural sector?

Research Objectives

The objective of the research is to examine reprivatization of the sugar sector in
relation to: 1) global policies, both international and national, that are restructuring the
organization of production within the sugar sector; 2) regional sugar mill policies
affecting peasants’ access to production resources and the relationship between the
producers’ union and the sugar mill; 3) changes in production strategies and forms of
resistance within peasant communities; and 4) changes in production and reproduction
of peasant households. The research utilizes a political economy approach and
incorporates various levels of analysis, acknowledging the dynamic interrelationship of

peasants with local, regional, and global histories and processes.

Major policy changes such as the Brady Plan, aimed at structural reform, the North
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American Free Trade Agreement between the U.S. and Mexico, and the creation of more
profitable enterprises through privatization are linked into a neoliberal paradigm that
seeks modernization and economic efficiency. Implicit in these new directions is the
assumption of an intrinsic harmony between economic and social goals (Ibarra 1990).
Mexican public policy, as seen in the Plan Nacional de Desarrollo (1989-94), PECE
(Pacto para la Estabilidad y el Crecimiento Econémico), and the Convenio de
Reestructuracién del Sector Azucarero, directly reflect the demands of the IMF and the
economic goals of Mexico’s neighbor to the North (Paré 1990). Investigation into the
extent to which these national policies influence the distribution of resources and foment
the concentration of wealth at the cost of greater social inequality constitutes one of the
objectives of the research.

A second objective is to identify, within the regional supply zone of the sugar mill,
Ingenio Queserfa, changes in the distribution of resources such as credit, agricultural
inputs, equipment, and price benefits, and how access to these resources influences
producers’ strategies. Ingenio Queseria forms a discreet entity through which production
is organized on a regional basis. It is at the regional level that new systems of
management are restructuring the organization of production and upon which new
relations of production are emerging. Is there greater or lesser equity in access to
resources since privatization? Does reprivatization encourage monocrop production of
sugar cane, or rather, crop diversification? Are producers secking alternatives to cane
production? The pre-privatization (1986-1988) and post-privatization (1989-1991) periods
are compared to illuminate regional-level changes.

A third objective of the research is to investigate the dialectical relationship which
involves ongoing negotiation and renegotiation between peasant unions, the state, and
private capital. Concern with the shifting balance of political power requires a regional

focus, since it is at the regional level that cane producers’ unions articulate peasant
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interests and demands and at which collective action is concentrated. The transition from
a diadic, peasant-state relationship to triadic interrelations among peasants, the state, and
capital have increased the complexity of the negotiation process. Of interest is how these
changes aid or abet the peasant struggle for fair prices, favorable work conditions, and
producer benefits. Does this struggle lead to alternative collective strategies such as the
formation of independent unions? The efficacy of emerging strategies are of utmost
importance for the assessment of regional-level initiatives in the face of important
transitions within the sugar sector.

The fourth objective consists of the analysis of economic constraints to agricultural
production, through a comparative study of the predominant crops in the region and how
factors such as prices, credit, access to resources, and markets shape decision making
among peasant producers. Cane producers operate within a production system of
economic, social, and political factors that have relevance to the variety of crop and/or
cattle complexes that form the basis of individual agricultural exploitation. As
privatization of the sugar mill affects access to resources, and in turn, production
strategies, the degree to which changing production strategies contribute to household
production and reproduction is investigated. Must peasant households increasingly rely
on the sale of their labor power since reprivatization? Or rather, has reprivatization
provided the basis for capital accumulation among peasant cane producers? The
worldwide scope of privatizations throughout the Third World makes these questions
particularly relevant to consideration of the destiny of peasant producers as they confront
the impact of these global transformations.

This dissertation is divided into ten chapters dealing with theoretical, methodological
and substantive issues of the research. Chapter II, following this introduction, will take
up the theoretical and conceptual framework that is utilized for analysis. This chapter

explains the rationale for incorporating various levels of analysis. Beginning with a
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global focus, a theory of the internationalization of capital helps to illuminate the
transformation of production that has accompanied reprivatization. The chapter takes up
discussion of the nature of the peripheral state which is relevant to the restructuring of
relations of production. Theoretical questions are raised as to the significance of the
weakening relationship between peasants and the state as privatization has decreased the
state’s ability to subsidize peasant production. The chapter addresses differing theoretical
orientations to the issue of resistance and formulates a political economy approach which
remains sensitive to issues of structure and agency. It argues that conceptualization of
"peasant”, requires specification of the forms of production to better understand the
diverse economic and political strategies of a differentiated peasantry. Finally, the
chapter will address the theoretical import of the peasant household, as a unit of
production and reproduction, for elucidating processes of capital accumulation and
mechanisms of surplus extraction.

Chapter III outlines the methodology and procedures used in conducting the
research. The rationale for selection of the research site is explained, as well as the
strategy for selecting a research sample for the interview process. Research procedures
including participant observation, structured interviews, oral histories, collection of
archival data, and data analysis are described.

Chapter IV introduces the reader to the research setting. The state of Colima forms
an entity that is tied to the central government through the political structure of PRI.
Selected political, economic, and geographical data situate this state within the broader
national scene. The research focused on the northeast portion of Colima, in the
production zone of Ingenio Queserfa. As a discreet economic entity, this zone and the
economic, social, and political features of the region and the sugar mill are described.
Within the research region, two communities were selected for anthropological fieldwork.

The chapter elucidates salient geographic, demographic, economic, and occupational
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features of these two villages and describes characteristics of the research sample
(n=100) selected for intensive interviews.

Chapter V covers the historical background of the sugar industry, thus providing an
essential perspective for understanding historical transformations within the sugar sector.
This chapter argues that throughout its history, even during periods of private control,
the state has played a significant role in the sugar sector. The chapter focuses on
dialectical relations of power through four broad periods: the colonial period, 2)
independence, 3) the post-revolutionary period, and 4) the period of state control. Sugar
cane was introduced early in the colonial period and sugar cane haciendas provided the
organizational structure for much of rural life in the post-colonial period. The Mexican
revolution erupted from an important sugar-producing region, which remained a center
of peasant resistance. The post-revolutionary period saw the creation of the political
system that continues to incorporate peasants into the organizational structure of the state.
The peasant-state relationship was particularly strengthened when the state assumed
ownership of Mexican sugar mills. The advent of the privatization of the sugar industry
makes this relationship increasingly tenuous. The chapter concludes with the historical
background for the research region, giving particular emphasis to oral histories, as well
as both published and unpublished historical documents on the production zone.

Chapter VI presents the global context of privatization. The chapter critiques the
neoliberal program which makes privatization a key component of economic
restructuring. It then addresses how the privatization process within Mexico articulates
with NAFTA and the role of national development policy. The chapter focuses on
reprivatization of the sugar sector, indicating how the vertical and horizontal integration
of the industry have contributed to the concentration of economic wealth and power.
Policies of two important parastatal organizations, FINA and Azicar, S.A., are

considered, along with modifications to the Decreto Cafiero. The chapter concludes with
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an analysis of the social contradictions wrought by state withdrawal and reprivatization.

Chapter VII turns to collective organization at the regional level. A brief
background on the National Peasant Confederation sets the stage for analysis of the
mobilization of the producers’ union during the 1990 harvest season. Implications for
the outcome, or lack thereof, of the producers’ strike are considered and compared with
strategies for mobilization taken by an alternative, independent producers’ organization.

The regional context of reprivatization is the subject of chapter VIII. Analysis is
directed toward Grupo Beta’s policies for restructuring the privatized mill and
reorganization of the production process. The policies are shown to be incongruent with
actual outcomes. Regional transformations that have resulted from privatization are
evident for both factory and field, with significant results for the economic outcome of
the harvest. The results of annual account balances for producers, in terms of price,
costs, and debts, are analyzed in detail. The chapter concludes with peasants’ own
evaluations of these changes.

Chapter IX focuses on the peasant community, providing the local context of
reprivatization. It commences with the subjective evaluation of sample members
concerning their changing economic status within the community and corroborative
results from data analysis. The complex nature of household economics, forms of
production, and land tenure characteristic of the sample and transformations in the
production system support the necessity of taking into account the differentiated nature
of the peasantry. The chapter considers the institutional factors that limit access to
resources through a comparative analysis of the various components of the production
system. Finally, it concludes with an analysis of the individual forms of peasant
resistance. Throughout chapters VII through IX, peasant discourse is incorporated to
elucidate the culturally constructed meanings and how they are acted upon, in congruence

with the theoretical orientation of an ideologically sensitive political economy.
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The dissertation concludes with chapter X, which formulates conclusions based on

field research results.




II. THEORETICAL AND CONCEPTUAL FRAMEWORK

Reprivatization of Mexico’s oldest and largest agroindustry, upon which tens of
thousands depend for employment, represents a historical apogee in the changing
relationship between the state, private capital, and peasants. As economic restructuring
demands withdrawal of state subsidies to peasants, it is undermining an important base
of support to a weakening political system. Yet, the new political strategy to promote
capitalist penetration of the sugar sector threatens to propel the sugar industry into
bankruptcy. This dissertation theoretically addresses reconfiguration of the organic
relationship between peasants and the state and analyzes the substantive impact of this
process on the lives of sugar cane producers and their strategies to cope Wwith
reprivatization.

Presentation of the theoretical and conceptual framework begins with the rationale
for a political economy approach and an argument for what I believe to be a viable
contemporary marxism in a postmodernist age. Once the tenets of this theoretical
framework are defined, the chapter focuses on six related areas of theoretical concern.
1) Levels of analysis: 1 contend that the dynamic interrelationship among the global,
regional, local, and household levels is of crucial analytic importance in a context that
integrates peasants and their communities into a capitalist agribusiness transformed by
intenational and national policies. 2) Global transformation of production: I will
critique neoliberal ideology and the internationalization of production that accompany the
Privatization process and indicate the contradictions between official policy and social
conditions as they are expressed in the Mexican countryside. 3) The peripheral state
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Political economy has been appropriated from the works of Karl Marx and applied
in the disciplines of economics, political science, social science, and anthropology. The
diversity of its application suggests its heuristic value in addressing complex issues.
Political economists today largely reject the reductionism and economic determinism of
earlier Marxists, who modeled their theories after the structural-systemic approach of
Althusser and Balibar (1970). Corrections to the epistemological reification inherent in
the works of these earlier Marxists were first made by Gramsci (1971), Williams (1977),
and Cleaver (1979), who introduced more dialectically sensitive issues of hegemony,
ideology, and power.

Within the discipline of anthropology, postmodernists have turned to issues of
hegemony and ideology (Comaroff 1982; Laclau and Mouffe 1985; Ortner 1984), and
of structure and agency (Adas 1986; Giddens 1979; Isaacman 1993; Scott 1985; Watts
1988). Most of these latter efforts, however, have done so in a post-Marxist fashion,
setting aside the structural features of Marxist theory, such as class relations within the
mode of production. Peasants, however, are situated in structures of power and
domination represented by the state and capitalist system, particularly within the
agribusiness of the sugar industry. An ideologically sensitive political economy
synthesizes concerns with human agency and the structural relations of production
inherent in the peripheral capitalist mode of production.

Yet, human agency is also present within changing political regimes of the state and
with the entry of new private owners of the sugar mills. The state utilizes ideology and
Creates alliances to assert its hegemony, while private capital puts into place policies to
ensure reproduction of the capitalist mode of production. 1 contend that through
dialectical interaction, peasants create spaces of power through the cultural production
of ideas and their emergent strategies of resistance against these hegemonic forces.

Power emerges from peasant ideology, in material forms of discourse, and collective and
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individual action. These, then, are vital elements in a contemporary political economy
for a postmodernist era.

The theoretical basis of this dissertation draws on Roseberry (1993, 1989, 1988),
who insists that political economy must recognize the dialectical interplay of concepts
generally framed in polar opposition: global-local; determination-freedom; structure-
agency. These oppositions, Roseberry warns, require that one avoid "making capitalism
too determinative...romanticizing the cultural freedom of anthropological subjects. The
tension defines anthropological political economy, its preoccupations, projects, and
promise” (1988:174). My own application of a more efficacious political economy will
equally privilege structure and agency.

A second theoretical issue in regard to a viable theoretical framework is the practical
relevance of the activities of human agents to processes of transformative change, such
as privatization of the sugar industry. In this dissertation, I argue that hegemonic forces
both have an impact on rural dwellers and are contested--ideologically and in practice--by
peasants. My position is that the culturally produced understandings, ideologies,
organized confrontations, and individual attempts to create spaces of power are of
theoretical import. They represent historically constituting contradictions inherent in
dialectical relations of production. In the vast arena between proletarianization and
revolution, the subjects of theoretical abstraction daily recognize and experience their role
in the larger processes of transformation.
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