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Abstract 
 
I extend Harvey’s concept of “accumulation by dispossession” to examine the effects of a state 
rural development initiative on land use and peasant incomes in the Mexican state of Chiapas.  
Accumulation by dispossession offers a good starting point for understanding how states create 
investment opportunities for agribusinesses, but I argue we need to be aware of another strategy I 
call “accumulation by reconversion.”  Owing to its land reform in the 20th century, Mexico has a 
relatively large number of peasant producers with access to land in corporately-owned entities 
called ejidos and indigenous communities.  Accumulation by dispossession has limits in Chiapas 
because peasant rights to land are codified and resistance to the sale and/or expropriation of 
peasant land is high.  As a result, the state and federal governments have incentivized productive 
reconversion by tying government support to planting commodities in demand by agribusiness.  
Though it is a more subtle form of coercion, accumulation by reconversion still forces peasants 
into local commodity chains dominated by monopsonies that use their market power to extract 
surplus value from peasants when they cannot gain direct access to land. 

Introduction: From Accumulation by Dispossession to Accumulation by Reconversion 

 In his book The New Imperialism, David Harvey analyzes recent trends in the global 

economy using a version of Marxist crisis theory.  In classical Marxism, competition in a market 

system produces the incentive to seek a technical fix to the problem of declining profit margins 

by reducing reliance on wage labor in factory systems.  By hiring fewer laborers and using more 

machinery, manufacturing interests generate large surpluses of goods at a relatively low cost, 

enabling them to maintain acceptable profit margins, at least for a time.  However, this change in 

production technology simultaneously reduces the capacity of workers to absorb surplus in 

capitalist systems by subjecting them to more insecure (or non-existent) wage-earning 

opportunities.  For Marx, the result of overproduction on one hand, and increasing 

unemployment on the other, lead to the problem of “under-consumption.”  Under-consumption 

produces an economic depression and widespread misery that eventually contributes to a 

revolutionary conflict between capital and labor.  For early 20th century Marxists like Lenin and 

Luxembourg, the lack of such a revolutionary conflict led to the formulation of a theory of 
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imperialism, which they argued was a way for advanced capitalist states to correct for under-

consumption at home by seeking out new markets and cheaper inputs abroad (Lenin, 1965; 

Luxemburg, 2003). 

Harvey also sees the spatial expansion of capitalism as the result of crises that prompt 

capital to seek out new economic opportunities in relatively “underdeveloped” areas.  However, 

Harvey argues the imperialist impetus is not primarily driven by crises of under-consumption 

though this problem can play a role in economic crises.  Instead, Harvey sees the problem of 

over-accumulation as the main driver of capitalist expansion across space.  Over-accumulation is 

the lack of opportunities to invest surplus capital in new productive activities, which can 

themselves stimulate new demand for capital goods and commodities.  Economic crises in 

capitalist systems have a spatial dimension in which a dominant pole of economic activity 

generates surplus capital from investments in fixed assets for a period of time.  However, 

competition and declining returns on initial investments in these spatial poles eventually exhausts 

profitable investment opportunities, forcing capital to “seek competitive advantages within this 

spatial structure and therefore tend to be drawn or impelled to move to those locations where 

costs are lower or profit rates higher” (Harvey, 2005b, p. 94). 

Opening up these new “frontiers” for investment implies either that there is an economic 

frontier—i.e., that there are resources that are as yet unclaimed—or that this frontier must be 

created through the private appropriation of commonly held, or previously held assets.  Harvey 

calls this process of appropriation “accumulation by dispossession,” which he argues is the 

primary way capitalist crises of over-accumulation are addressed in the contemporary world.  

Accumulation by dispossession solves the problem of over-accumulation by releasing “a set of 

assets (including labour power) at very low (and in some instances zero) cost.  Over-accumulated 

capital can seize hold of such assets and immediately turn them to profitable use.  In the case of 

primitive accumulation as Marx described it, this entailed taking land, say, enclosing it, and 

expelling a resident population to create a landless proletariat, and then releasing the land into 

the privatized mainstream of capital accumulation” (Harvey, 2005b, p. 149). 

Accumulation by dispossession cannot occur without aid from the state and other 

organizations like the IMF, which enforce institutional changes that are necessary to free up 

assets that absorb surplus capital.  In some instances, states engage in “old-fashioned” 

imperialistic adventures to create new outlets for private capital—the US invasion of Iraq being a 
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recent example—however, more common approaches are couched in the language of 

neoliberalism, a language whose central concept is privatization.  In advanced countries like the 

US and Britain, the process involves releasing public assets like pension funds and utilities into 

the market—often at devalued rates—allowing excess capital to “absorb” and “restructure” these 

assets in order to turn a profit.  In developing countries, international financial institutions 

leverage the privatization of public assets through structural adjustment programs (SAPs) that 

offer debt relief in exchange for financial liberalization and currency devaluation.  According to 

Harvey, the result is “the periodic creation of a stock of devalued, and in many instances 

undervalued, assets in some part of the world, which can be put to profitable uses by the capital 

surpluses that lack opportunities elsewhere” (Harvey, 2005b, p. 150). 

There are more ways to engage in accumulation by dispossession than the direct 

appropriation of an asset, and Harvey’s formulation of this concept broadens our theoretical 

focus such that we can identify ways in which “frontiers” are opened for investment.  And, much 

of the recent narrative on “global land grabs” seems to follow the logic of Harvey’s argument.  In 

the first place, declining returns in financial markets led to the creation of risky new products 

like derivatives and securities tied to the sub-prime mortgage market.  When financial markets 

collapsed and the global financial crisis hit, the “winners” were those firms/actors that bet 

against overvalued assets—often the very firms that sold them in the first place (Harvey, 2005a; 

Peet, 2011).  Volatile financial markets contributed to a situation in which those firms and 

individuals who emerged from the crisis with excess capital likely needed new “frontiers” of 

investment, producing something like a crisis of over-accumulation. 

Almost simultaneously, international food prices skyrocketed because of both structural 

changes in global demand for foodstuffs (i.e., demand driven by industrial uses and the rise of 

the BRICS), but also from speculation in commodity futures markets (Paarlberg, 2010; White & 

Dasgupta, 2010).  The global food crisis made food production a potentially lucrative investment 

opportunity for private firms, while states in countries dependent on food imports saw farm land 

acquisition in the developing world as an avenue to food security (Cotula, Vermeulen, Leonard, 

& Keely, 2009).  In the context of increased international financial liberalization and state 

retrenchment, developing country governments facilitate land transactions to attract “foreign 

direct investment.”  Lands that are sold or leased to private investors are often designated as 

“under-utilized” and in need of capital investment to make them produce; since domestic capital 
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is scare, international land deals are advertised as investment that will increase food production 

or employment opportunities in the host country (Deininger et al., 2011).  Developing states 

make land assets—nominally “public” lands that are often occupied by poor farmers—available 

for expropriation by foreign and domestic private interests at relatively low rates.  Low input 

costs now put many of these investors in a position to claim rents from food production as global 

commodity prices continue to rise, while marginal farmers who formerly had access to these 

lands are often pushed aside (Nhantumbo & Salomão, 2010; Oxfam, 2011), 

 While land grabs certainly are increasing commercial pressure on the rural poor, the 

theoretical and empirical focus on the expropriation of land, or accumulation by dispossession, 

masks other strategies deployed to generate new “investment frontiers” for agribusinesses.  One 

such strategy is currently operative in Southern Mexico, a strategy I call accumulation by 

reconversion.  It is a more subtle way to gain access to peasant assets, but accumulation by 

reconversion still gives private capital cheap commodities produced on peasant farms.  There are 

three main features of accumulation by reconversion, the first of which is the integration of 

peasant producers into a single commodity chain via incentives created by state subsidies 

regimes.  This involves lowering subsidies for “traditional” agricultural activities and increasing 

subsidies for a single crop for which local soil and climate conditions supposedly provide a 

comparative advantage.  The immediate effect is to establish monocultures on peasant farms, 

making them dependent on the market conditions of a single crop and on the inputs necessary to 

produce that crop.  The commodity may or may not be a food staple, but regardless of which 

commodity state subsidies incentivize, another immediate effect is to increase the peasant’s 

reliance on markets for her food needs. 

 The second feature of accumulation by reconversion is the incentivization of private 

investment in “value-added” parts of the commodity chain to both international and domestic 

capital, especially firms that purchase the commodity directly from the producers.  These 

subsidies create an institutional comparative advantage by lowering the start-up costs to private 

firms who process and market commodities to firms that are higher up on the value chain.  

Because processing commodities often requires scale economies to be profitable, there are very 

few firms or investment funds capable of taking advantage of these subsidies to establish 

processing plants.  As a result, commodities markets are especially prone to the formation of 

local monopsonies that are the sole market outlet for producers. 
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 The final feature of accumulation by reconversion is to let the logic of market forces take 

over after reconversion is complete, creating a structural advantage for commodity buyers who 

can essentially set the local price where they choose.  This part of the process involves reducing 

subsidies and transferring the costs of production and transport to the producers directly. As 

production costs increase, each producer must increase production to pay those costs in order to 

maintain sustainable levels of real income; so, as more producers enter the market for a 

commodity via the reconversion process, they contribute to a declining terms of trade problem in 

which rising supplies put downward pressure on commodities prices.  Ultimately, rising supplies 

benefit commodity monopsonies, which can take advantage of the fact that producers are 

dependent on one commodity—and one buyer—for their livelihoods. 

 Accumulation by dispossession is a common strategy to open new frontiers for capital 

investment when crises of over-accumulation emerge; however, dispossession is not always a 

viable strategy owing to resistance from populations negatively impacted by liberalization.  

When resistance to liberalization is strong enough, states in developing countries need to pursue 

different strategies to both stabilize volatile political environments—which make capital 

investment risky—and to entice those who might otherwise lose their assets into an economic 

model that still generates profitable investment opportunities for private capital.  Though the 

Mexican state has liberalized and privatized public assets to a greater degree than many countries 

in Latin America, it has also faced substantial resistance to liberalization that has forced policy 

makers to be more creative in their attempts to create investment opportunities. This creativity is 

on full display where resistance to liberalization has been greatest: the southern state of Chiapas. 

II: African Palm Reconversion in Chiapas: Debt, Neoliberal Reform & Popular Resistance 

After the onset of the 1982 debt crisis, development policy in Mexico reflected the 

“Washington Consensus” and emphasized the reduction of trade barriers and private investment.  

The debt crisis was largely the result of over-borrowing encouraged by negative real interest 

rates in international credit markets and the belief that Mexico possessed extensive oil reserves 

that never materialized (Randall, 1997).  Coupled with the fact that Mexico underwent a long 

period of stagnant growth levels in the 1960s and 1970s, the debt crisis provided an opportunity 

for neoliberal policy makers to pursue a new, market-oriented development strategy in Mexico.  

These policy makers had been trained and educated in the United States and were typically 

linked to bureaucracies like the Bank of Mexico, rather than to the Institutional Revolutionary 
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Party’s (PRI) supporters in labor, peasant and professional unions, most of whom benefited from 

economic protectionism (MacLeod, 2004). 

The liberalization process started during the presidency of Miguel de la Madrid (1982-

1988), at which time the PRI leadership made legal changes that favored international and 

domestic capital as well as exporting interests in manufacturing and agriculture.  In 1983, de la 

Madrid created the Secretariat of Trade and Industrial Development (SECOFI), which “brought 

together policy makers committed to trade liberalization and economic reforms” in order to craft 

a new development policy devoted to state retrenchment and trade liberalization (Randall, 1997, 

p. 6).  The de la Madrid administration then negotiated Mexico’s accession to the General 

Agreement on Trade and Tariffs (GATT) in 1986.  In addition, the privatization of public assets 

became a “key component of the new strategy to pay back the debt, reform public finances, and 

regain the trust of the private sector” (MacLeod, 2004, p. 74).  As a result, the Mexican 

government drastically reduced subsidies to key industries, reduced its spending on social 

welfare programs, and sold off thousands of state-owned firms to private investors. 

The liberalization process accelerated under former President Carlos Salinas de Gortari 

(1988-1994), who made two controversial policy decisions that had a significant impact on the 

peasant sector.  First, he initiated negotiations in 1989 to create a regional free trade agreement 

with the United States and Canada—what eventually became the North American Free Trade 

Agreement (NAFTA)—on the assumption that “guaranteed and perhaps expanded access to the 

U. S. market was essential to the economic well-being of the country and that an export-driven 

model of economic growth was the route to salvation” (Randall, 1997, p. 6).  In exchange for 

guaranteed access to American markets for Mexican exports, historically protected sectors like 

agriculture would no longer be shielded from foreign competition, meaning peasant farmers who 

produced for domestic markets would lose some of their market share to capital-intensive 

producers in the United States. 

Second, in November of 1991 Salinas announced a constitutional reform that ended the 

state’s commitment to redistributing land to peasants in corporately-owned agricultural 

communities called ejidos.  From the administration’s perspective, the ejido sector was an 

obstacle to economic growth and competitiveness, as fewer than half of ejido farmers used any 

kind of modern technology and because very few had any capital to invest in their farms 

(Cornelius, 1991; Otero, 1996). These problems prompted Salinas to not only end redistribution 
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to the ejido sector, but also to reform land tenure laws in order to stimulate private investment.  

Before the reform, farmers in the ejido sector (called ejidatarios) could not sell, rent, or share-

crop their land, but now they can rent or sell land to other ejidatarios without mediation from 

other community members.  They can also privatize and sell their land to outsiders, if they 

choose to do so.  In effect, these reforms were intended to incentivize the transfer of land from 

less efficient producers to more efficient producers, thereby increasing productivity and 

competitiveness in a liberalized trade environment with the US and Canada (Johnson, 2001). 

Economic liberalization in Mexico was not well received by workers, middle class 

professionals and peasants, nor was it particularly popular among the “old” political elite that 

came up through the ranks by delivering votes to the ruling party from lower class 

constituencies.   Real income losses and increasing poverty through the “lost decade” of 

development in Mexico provided impetus for a political revolt within the PRI itself (Cypher, 

2011).  In 1988, Cuauhtémoc Cárdenas, son of the famed PRI populist Lázaro Cárdenas, left the 

PRI and ran against Carlos Salinas on promises to restore the state’s social contract with lower 

class groups.  By most accounts, Cárdenas actually won the 1988 presidential election, and it was 

only through electoral fraud that Salinas and the PRI were able to hold on to the presidency and 

continue the liberalization project.  Cárdenas and his followers formed the Party of the 

Democratic Revolution (PRD), and because of the PRD’s support among “lower class” 

constituencies in the 1988 election, the Salinas administration devised a strategy to quiet dissent 

with government largesse (Hilgers, 2008).  The central component of this strategy was the 

National Solidarity Program (PRONASOL), which included “selective compensation and 

targeting formulas in order to guide grassroots collective action into partisan political affiliation, 

or at least out of the folds of the opposition” (Dresser, 1991, pp. 15-16).  PRONASOL was not 

intended to be a long-term social welfare program, but the program seemed to work in the short 

term, as many analysts credited PRONASOL for dramatic electoral gains for the PRI during the 

1991 congressional elections (Pastor & Wise, 1994). 

PRONASOL may have temporarily restored some support for the PRI among those hurt 

by the first phase of liberalization, but it did little to stem opposition to the aspects of 

liberalization that most directly affected the peasantry, especially in the state of Chiapas.  Both 

the NAFTA negotiations with the United States and Canada and the new land reform law were 

generally seem as a threat to peasant livelihoods among the administration’s critics (Stanford, 
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1994a, 1994b).  However, in Chiapas many indigenous peasants saw the land reform as “a threat 

to their community,” and feared that NAFTA would “flood the market with cheap, machine-

harvested corn from U.S. and Canadian agro-corporations, making it impossible for the Chiapan 

peasant farmers to compete, and thus, destroying a way of life that has existed for hundreds of 

years” (Collins, 2010, p. 77).  The Zapatista Army of National Liberation (EZLN), composed 

mainly of indigenous peasants, initiated an armed uprising on January 1, 1994, briefly seizing 

control of four cities in the central highlands of Chiapas. 

The Zapatistas timed their revolt to coincide with the inauguration of NAFTA and to 

draw international attention to both long-standing grievances and the anticipated effects of 

economic liberalization on peasant communities in Mexico.  There have been other instances of 

opposition to NAFTA and the land reform law (Sánchez, 2010), but the conflict in Chiapas was 

the most serious threat to political stability in Mexico in over two decades.  The Mexican Army 

quickly forced the Zapatistas to retreat into the Lacandon Jungle; however, militarization was 

only a part of the state’s strategy to demobilize the Zapatistas.  Government negotiators opened a 

dialogue with the rebels that culminated with the signing of the San Andrés Peace Accords in 

1996.  Still, the conflict had not abated by the late 1990s, as government and paramilitary forces 

clashed with Zapatista forces and peasants who seized land from large, commercial farmers on 

several different occasions between 1997 to 2000 (Stephen, 2002).  While negotiations stalled 

and more peasants either joined the Zapatistas or aggressively pressed land rights claims, the 

administration of Ernesto Zedillo (1994-2000) initiated a series of programs that were designed 

to reduce peasant resistance to liberalization.  Rather than a temporary program, Zedillo and his 

advisors constructed a framework designed to entice peasants into the production of valuable 

commodities with promises of greater “profitability” and “competitiveness.” 

Political leaders did not anticipate the difficulties political resistance in places like 

Chiapas would create for their efforts to entice private investment (Atkinson, 1994; Cornelius, 

1994; Wilson, 1994).  To address these difficulties President Zedillo initiated the Program for the 

Direct Aid to Farmers (PROCAMPO) in 1994 and the Alliance for Agriculture (Alianza para el 

Campo) in 1996.  PROCAMPO was designed to compensate farmers for expected income losses 

as Mexico opened its domestic markets to food imports from the US and Canada.  In effect, it is 

a cash transfer program for farmers who stand to lose the most from liberalized commodities 

markets—maize growers, for example—but that was originally scheduled to expire after a period 
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of 15 years.  Presumably, farmers would respond to new competitive pressures by either 

becoming more efficient, or by cultivating new crops they can produce more profitably than their 

foreign competitors.  In the meantime, PROCAMPO would ensure farmers could absorb the 

shock of increased competition without “going under.”  The fact political leaders extended 

PROCAMPO in 2008 indicates many farmers still require cash transfers to supplement their 

income; it also indicates policy makers are aware that eliminating these transfers is politically 

dangerous. 

The Alliance for Agriculture has as its objective “income growth for producers, 

increasing productivity rates beyond the population growth rate, the increase in production of 

basic food staples and the development of export agriculture among Mexican producers” 

(Herrera Tapia & Lutz Bachere, 2008, p. 105).  Owing to a lack of resources, the budget for 

Alliance for Agriculture did not increase notably until after the passage of the Rural Sustainable 

Development Law in 2001.  At that time, the Alliance for Agriculture became 

the principal instrument of agrarian development policy in Mexico.  Its 
importance is expressed, among other things, in an annual budget that exceeds 
one billion US dollars, if we take into account the contributions of the federal 
government, state governments and the producers themselves.  The Alliance, by 
design, is a program of tripartite co-investment.  Beyond the role of the national 
government, the Alliance operates according to a federalized scheme that confers 
more responsibilities on local and state governments.  In this way, the national 
government transfers public resources and decision-making authority to state 
governments within a scheme of co-responsibility (Herrera Tapia & Lutz 
Bachere, 2008, p. 105). 

While PROCAMPO is a program designed to compensate “losers” in the liberalization 

process, the Alliance for Agriculture is an attempt to make Mexican farmers “winners” in a 

liberalized regional trade regime by increasing their productivity.  Resources are distributed to 

farmers through a variety of sub-programs, which include technology transfer, mechanization, 

“genetic improvement,” extension services and support for capital investment in rural 

development projects.  However, what stands out about the program is the fact that it “privileges 

economic investments over rural development projects oriented toward public resources, despite 

many recommendations from international organizations to do the contrary and move toward a 

more dynamic understanding of development” (Herrera Tapia & Lutz Bachere, 2008, p. 108). 

The cutting of programs that support women and indigenous farmers since 2001 is one 

indication that funds from the Alliance for Agriculture are less and less oriented to increasing the 
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capacity of marginalized groups (Herrera Tapia & Lutz Bachere, 2008, p. 108).  The concept of 

co-responsibility—which was aggressively extended when the sub-program for Rural 

Development (PADER) changed to the sub-program for the Support of Rural Investment 

Projects (PAPIR)—is also an indication of this trend.  What the concept of co-responsibility 

means is farmers will receive public support for capital investment projects that have longer 

maturation periods, but that farmers will also pay part of the investment costs themselves. This 

clearly has a bias toward farmers that already have some capital assets to contribute.  Co-

responsibility also means the promotion of capital-intensive projects include efforts to organize 

producers in consultation with private investors at higher levels on the commodity value chain.  

These investors can be organized through private impact investment funds, or they can be 

individual firms that purchase commodities for processing and manufacturing purposes.  The de-

emphasis on public goods, the involvement of private investors in the design and implementation 

of projects and the “co-responsibility” of farmers all show Alliance for Agriculture is designed to 

maximize the role of the private sector and minimize the role of the state (Herrera Tapia & Lutz 

Bachere, 2008; SDR, SAGARPA, FEC, & Chiapas, 2004). 

 Of course, this does not mean the state will have no role in this process.  In fact, the 

national Ministry of Agriculture (SAGARPA) explicitly acknowledges the role of national, state 

and local authorities in the formation of what it calls “Product Systems.”  A Product System is a 

“conjunction of elements and agents in the production process of farm commodities, including 

the supply of technical equipment, inputs and services for primary production, as well as storage, 

processing, distribution and commercialization” (SDR et al., 2004, p. 3)  The justification for 

encouraging the development of Product Systems is explicitly centered-on the language of 

comparative advantage in international commodity markets: “competition between countries is 

no longer between products, but between production chains.  The strategy in agri-business is to 

make production chains more efficient, to encourage better integration between their 

participants, to reduce transaction costs, to ensure supplies of both inputs and products that are of 

high quality and delivered in a timely fashion, but above all to ensure that all participants in the 

production chain achieve the highest level of competitiveness possible” (SDR et al., 2004, p. 3) 

There are several different Product Systems that receive funding through Alliance for 

Agriculture programs, including many crops that are considered food staples and “traditional” 

exports in Mexico, including maize, beans and coffee.  However, in some areas state officials 
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and private investors have deemed these crops “un-profitable,” and as a result they have been 

promoting the expansion of new Product Systems.  One of these systems is the African Palm, or 

Oil Palm Product System, which includes the states of Campeche, Chiapas, Tabasco and 

Veracruz. There are three main reasons national and state ministries of agriculture chose African 

palm.  The first reason is the loss of domestic and international market shares for “old” 

commodities with the passage of the Central American Free Trade Agreement (CAFTA-DR) in 

2005 and the development of Plan Puebla-Panama in 2001, which is now called the Meso-

American Development Plan.  CAFTA-DR is a free trade agreement similar to NAFTA that gave 

Central American commodity producers access to North American Markets, while Plan Puebla-

Panama was a regional development initiative proposed by former Mexican President Vicente 

Fox. The intent of Plan-Puebla Panama was to enhance regional integration through investments 

in energy and transportation, as well as in human development and trade integration. 

Competition with Central American republics for market share in North America through 

CAFTA, and at home through Plan Puebla Panama, meant that many farmers in southern Mexico 

would lose domestic market shares to both US and Central American producers.  In Chiapas, the 

producers who fit this profile are primarily cattle and maize farmers (Castro Soto, 2009). 

The second reason for choosing African Palm was local soil and climate conditions: 

African palm requires humid climates, significant amounts of irrigation and relatively flat terrain.  

In Chiapas there are several areas that meet these requirements well, especially the northeastern 

and southwestern parts of the state where farmers receive more than ample rainfall without being 

subject to natural disasters like hurricanes.1  These are also areas that happen to be where many 

maize and cattle producers face more competition from foreign producers for domestic market 

shares.  The third reason is that African Palm is a “flex crop” that is in relatively high demand 

among many different firms that process it for industrial uses.  The primary use of African palm 

is to produce cooking oil, but it is also used in processed food manufacturing, biodiesel refineries 

and cosmetics.2  Because there appears to be a large market and because there are relatively few 

other producers of African Palm in the region, functionaries within the Ministry of Agriculture 

identified it as a crop with the potential to yield high returns on investment.  All that was needed 

                                                            
1 Personal Interview with Extension Agent #1, Servicios Integrales de Innovaciones Tecnológicas Agropecuarias, 

S.C. , Palenque, Chiapas, August 27, 2012. 
2 Personal Interview with Eduardo González Castañón, General Director of Fondo Chiapas, S.A. de C.V., Tuxtla 

Gutiérrez, Chiapas, August, 22, 2012. 
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was to encourage that investment, both among private capital and Mexican farmers who 

cultivated land suitable for African palm. 

However, encouraging investment in both palm cultivation and processing in Chiapas is 

especially difficult because of socio-political conditions in the state. Though there are 

“unclaimed” lands private investors can purchase for palm cultivation on an industrial scale, 

there is not enough open land to guarantee extraction and processing plants a sufficient supply of 

raw material.  Likewise, any effort to “open up” currently occupied land for private investment 

in palm cultivation will likely produce resistance among peasant cultivators, perhaps to the point 

of reigniting the Zapatista conflict.  What was needed in Chiapas, then, was a partnership 

between private investors and the Ministry of Agriculture to incentivize the conversion of farm 

lands away from cattle and maize production to African palm production in ways that were 

sensitive to socio-political conditions in the state. 

In the early stages, the private sector was organized through investment funds like Fondo 

Chiapas in an effort to establish extraction plants and provide both large and small producers 

with an outlet for their crops.  On one hand, these were sincere efforts to provide small farmers a 

more viable income in order to address the poverty and political exclusion largely seen as 

contributing to the Zapatista conflict.  On the other hand, these were an effort to encourage 

private investors to provide capital for palm production and processing by reducing the exposure 

of individual investors to risks in the early stages of reconversion.  Since local supplies were 

initially inadequate for extracting and processing firms, and since it takes at least three years for 

African palm to produce fruit, returns from palm cultivation can take a long time to materialize.  

As a result, investment funds played a crucial role in raising capital at multiple levels of the 

commodity value chain even before the implementation of the African Palm Product System.3 

The state and national governments, however, are much more important for incentivizing 

reconversion through subsidies to extraction and processing plants, as well as direct subsidies to 

Chiapan farmers.  The main criterion for receiving public support is production of a “profitable” 

commodity, and in a context of state retrenchment and liberalization this means subsidies favor 

producers who are willing to integrate themselves into a Product System.  In Chiapas, African 

palm is one of these commodities, and it is this Product System that has all the features of 

                                                            
3 Personal Interview with Eduardo González Castañón, General Director of Fondo Chiapas, S.A. de C.V., Tuxtla 

Gutiérrez, Chiapas, August, 22, 2012. 
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accumulation by reconversion: the reduction of subsidies for “traditional crops”; the increase in 

subsidies for producers and purchasers of “competitive” crops; and the subjection of producers to 

market forces once the reconversion process is complete. 

III. Monopsonies & Monocultures: Enhancing the Market Power of Agribusiness 

To be fair, there are theoretically good reasons to incentivize reconversion other than 

establishing monopsony control of commodities markets for processing firms and commodity 

traders.  In many of the counties in Chiapas currently undergoing palm reconversion, “old” 

commodities have been declining in market value since the passage of NAFTA & CAFTA, 

particularly the value of beef and maize (Secretaría del Campo, 2001-2010).4  There is also an 

environmental justification for reconversion, as the Chiapan government is promoting African 

Palm cultivation to improve carbon sequestration.  Since many of the areas slated for 

reconversion have been deforested for cattle grazing and maize fields, the state sees African 

palm plantations as both a way to reduce greenhouse gases and a way to raise revenue through 

the sale of carbon credits on international markets.  The environmental benefits are at best 

overstated and many studies suggest African Palm may actually lead to a net increase in the 

amount of carbon released into the atmosphere.  Still, the carbon credit justification does have 

some resonance because international treaties categorize palm plantations as “reforestation” that 

abates greenhouse gases.5 

The economic benefits are more plausible from the perspective of peasant farmers who 

have suffered from declining incomes in Chiapas.  As a result, the state has actively promoted 

African Palm cultivation as a more “profitable” alternative.  However, critics charge the decline 

in profitability for more “traditional” commodities is linked to a decline in public support for 

those commodities.  For example, Gustavo Castro Soto argues food production is no longer 

“profitable” because 

the government has abandoned the food sector, small producers and, in the logic 
of free trade agreements, focused not on food sovereignty but on the interests of 
agribusiness. The small farmer, peasant and indigenous person are unnecessary 
unless they are inserted into this new commodity chain to deliver cheap labor, 
land and subsidize the profits of agribusiness with their crops. Seen from this 
perspective, oil (African) palm is not more profitable if we exclude large 

                                                            
4 Personal Interview with Eduardo González Castañón, General Director of Fondo Chiapas, S.A. de C.V., Tuxtla 

Gutiérrez, Chiapas, August 22, 2012. 
5 Personal Interview with Gustavo Castro Soto, Founder and Director of Otros Mundos Chiapas, A.C., San Cristóbal 

de las Casas, Chiapas, August 20, 2012. 
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subsidies from the Mexican government, the World Bank (WB) and the Inter-
American Development Bank (IADB) (Castro Soto, 2009). 

 Because of a lack of data, it is difficult to know the total subsidy granted to firms willing 

to invest in the extraction and processing of African palm oil, and it is not possible to know how 

important subsidies are for the bottom line of agribusinesses.  But, there are reasons to believe 

the state and federal governments subsidize start-up costs for investment in processing and 

extraction plants.  One palm oil extraction plant has been in operation since 1970, but it was not 

until after the state of Chiapas initiated its first Oil Palm Program in 1991 to promote the 

expansion of palm cultivation that more extraction plants opened.  Currently, there are seven oil 

extraction plants in the entire state, all but one of which is privately-owned.  In addition, the 

private firm Palm Promoters of Soconusco received authorization for an atmospheric pollution 

waiver for its extractor plant in 2007, in part to encourage an increase in the production of more 

crude palm oil (Castro Soto, 2009).  The state’s role in subsidizing investment at higher levels of 

the commodity value chain is much more apparent in its efforts to promote biodiesel production 

in Chiapas.  In 2007, Governor Juan Sabines established a commission on bio-energy, 

announcing the availability of technical assistance and financing for investment in two biodiesel 

refineries (Castro Soto, 2009).  The timing of investment in extraction plants, the attempt to 

lower costs for extractors through pollution credits and support for biodiesel refineries all 

suggest the state offers financial incentives to entice investment in value-added activities.   

 The state government is also opening up land for both public and private investment in 

African palm plantations in a way that resembles accumulation by dispossession.  In 2004, the 

federal government announced its General Plan for the Oil Palm System, at which time the state 

of Chiapas initiated talks with commercial palm farmers and investors from Guatemala.  Since 

2004, African palm cultivation has accelerated rapidly with the state government either directly 

purchasing land for palm cultivation, or designating land for private investors willing to establish 

palm plantations.  Between 2004 and 2009, the total surface area of palm plantations in Chiapas 

rose from approximately 17,000 hectares to 40,000 hectares, and the state government hopes to 

reach a figure of 100,000 hectares by the end of 2012 (Castro Soto, 2009).  Some of this land 

belongs to larger farmers already engaging in capital intensive agriculture.  To encourage palm 

cultivation on these lands, the state and federal governments offer generous amounts of 

assistance through the Agricultural Trust Fund (FIRA), which supports 
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production, processing, trade and services with the following types of credit: parts 
and maintenance for projects with a maturation period of up to 20 years; three 
year fixed rate loans for raw materials, wages, salaries and direct expenses, and 
low interest secured loans of up to 180 days. Within the Risk Sharing Fund for the 
Promotion of Agribusiness (FOMAGRO), the Shared Risk Trust (FIRCO) can 
make direct contributions to projects of up to 5 million pesos with zero interest 
and recoverable after three years. Within the Program to Access the Financial 
System (PASSFIR), there are liquid asset guarantees to farms, up to $ 200,000 per 
farm, with no recovery period and applicable as seed capital (Castro Soto, 2009). 

If there were enough land for private capital to absorb directly, or if there were a 

sufficient number of large farms capable of receiving loans and technical assistance on these 

terms, the state would not have to encourage palm cultivation in the peasant sector.  However, 

there is clearly not enough raw fruit being produced to satisfy demand among palm oil extractors 

and refineries, given their current capacity.  For example, the seven extraction plants in the state 

of Chiapas are currently operating between 50 and 70 percent of their capacity.  Thus, palm oil 

extractors are paying a higher price for raw palm fruit to attract more sellers in the short term in 

order to maximize the production of crude palm oil (Castro Soto, 2009). 

To remedy this problem, the state is increasingly incentivizing the cultivation of African 

palm in the peasant sector by restructuring the Alliance for Agriculture program, the subsidy 

program most accessible to indigenous and peasant farmers.  As I state above, Alliance for 

Agriculture was designed to make Mexican farmers more “competitive” in newly integrated 

regional markets.  There are a variety of different subprograms that provide funds for capital 

projects, technology, infrastructure and technical training.  Two of these subprograms channel 

funds to producers for the express purpose of productive reconversion: PAPIR and the Program 

for Productive Reconversion, which was initiated in 2008.  In Chiapas, there are currently 22 

counties in the Selva and Soconusco regions (see figure 1 below) producing African palm.  In 

table one, I report the relative distribution of Alliance for Agriculture aid in these counties. 

Alliance aid numbers are only available in Chiapas from 2006 to 2010, so there is not a 

lot of data from which we can draw conclusions; but, the absolute amount of aid designated for 

reconversion has grown from a low of 14.9 billion pesos in 2007 to 1.5 trillion pesos in 2010 

(SAGARPA, 2006-2010).  It is also true that overall aid levels through the Alliance for 

Agriculture programs has grown in some years to more than accommodate support for other 

projects and crops, especially in 2007 and in 2009.  These numbers show that in some years the 

distribution of aid has not necessarily been biased toward palm reconversion.  However, the year 



16 
 

2010 stands out, as we see both an absolute decline in Alliance aid for projects not related to 

reconversion and an enormous absolute increase in the amount of aid for reconversion.  The 

percentage difference in aid allotment for projects not related to reconversion is also an 

astonishing - 91%, meaning reconversion projects received over 11 times more aid than all other 

projects combined.  These data do not confirm a refusal to support other projects, but they do 

show a concerted effort on the part of state officials to encourage farmers in Chiapas to produce 

African palm.  Subsidizing capital investment for processors and increasing the amount of aid for 

reconversion—while decreasing support for other crops and projects—does seem to be a part of 

that strategy, at least in the short to medium term. 

Table 1: Distribution of Alliance for Agriculture Aid in Counties with African Palm 
Cultivation* 

Year Total Reconversion All Other Percentage Difference 

2006 61450929 19818893 41632036 110% 
2007 314973683 14914205 300059478 1920% 
2008 164092414 40303954 123788460 207% 
2009 181394300 36359758 145034542 299% 
2010 169937887 155951165 13986722 -91% 
*Source: SAGARPA, 2006-2010.  Aid amounts are in thousands of pesos, and the 

percentage difference indicates difference in non-reconversion aid to reconversion aid in 
counties with African palm production. 

Another feature of accumulation by reconversion is reducing support for producers after 

reconversion takes place and letting market mechanisms determine prices and production costs. 

Because available data is limited and reconversion is a recent phenomenon, it is not possible to 

determine with certainty if state subsidies are less available to palm producers after they 

reconvert their land.  However, there are some trends in the distribution of state aid that do 

suggest palm producers will be forced to “go it alone.”  Of the 22 counties with African Palm 

plantations in 2010, 14 have seen an increase in palm cultivation since 2001.  Counties with a net 

increase in palm cultivation received an average of $692,000 pesos of total Alliance support per 

hectare of cultivated land for the period between 2006 and 2010, well below the state average of 

$1,092,000 pesos per hectare.  All but one of these 14 counties received less total aid than the 

state average during this period, while 10 of these counties received less aid per hectare than the 

median county, which is $783,000 pesos (SAGARPA, 2006-2010).  

After subtracting reconversion aid, it becomes apparent that counties where palm 

cultivation increased are under-subsidized for rural development projects not related to 
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reconversion.  The state average for non-reconversion aid per hectare was $899,000 pesos 

between 2006 and 2010, while the average for the 14 counties that expanded palm cultivation is 

just under $496,000 pesos per hectare.  All but one of these 14 counties received less non-

reconversion aid than the state average, while nine of these counties received less non-

reconversion aid than the median county, which received $592,000 (SAGARPA, 2006-2010).  

The generally low levels of funding for infrastructure projects, technology transfers and other 

subsidies not related to reconversion in “palm counties” suggests that in the short to medium 

term producers will incur most of the production and transportation costs. 

Table 2: Alliance for Agriculture Aid for Counties w/ Increase in Palm Cultivation* 

County 
∆ Palm 
(HA) 

Total Aid 
Total 
Recon 

Total Other Total/Ha Recon/Ha Other/Ha 

Benemérito de las 
Américas 

5505 69212517 54476861 14735656 955 752 203 

Palenque 4888 110176788 28040197 82136591 579 147 432 

Mapástepec 3688 50313806 7694355 42619452 681 104 576 

Acapetahua 3231 19732509 9632256 10100252 719 351 368 

Marqués de Comillas 1384 19913008 1983575 17929433 305 30 275 

Salto de Agua 1202 46255363 24918614 21336749 543 292 250 

Catazaja 641 17791756 1068028 16723728 360 22 339 

Escuintla 339 20609772 3325017 17284755 870 140 730 

Pijijiapán 315 54500291 5698956 48801335 668 70 598 

Chilón 255 29558230 7529807 22028423 400 102 298 

La Libertad 179 19099742 3885222 15214520 577 117 460 

Acacoyagua 89 11636858 2596543 9040315 866 193 673 

Tuzantán 8 20192652 3377450 16815202 1391 233 1158 

Huehuetán 6 18093055 4141086 13951969 772 177 595 

State Averages 23351174 4706501 18644673 1092 193 899 

State Medians 13380894 2555405 10119448 783 150 592 

*Source: SAGARPA, 2006-2010.   Aid amounts are in thousands of pesos for counties with an increase in African 
palm cultivation since 2001. 

 
Qualitative data from interviews I conducted with four extension agents also indicates 

producers are unprotected from market conditions once they convert their land to palm 

cultivation.  I should first note extension agents in Mexico are not employees of the state, but are 

“Professional Service Consultants.”  This is a new institutional actor that is “an external agent 

who exercises his profession ‘freely’ among producers.  One of the implications of this for 

technical assistance to producers is that agents are free to work with whom they choose, meaning 

they are in a constant effort to locate resources in a system where quantity prevails over quality 
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in the rural development process” (Herrera Tapia, p. 110).  There are several of these extension 

service offices in Chiapas, and more than a few of them do focus on improving the “quality” of 

production techniques in order to lower costs for their clients.  However, one agent complained 

of a lack of both public and private funding for improvements in transportation infrastructure, as 

well as education and training for palm farmers.  Without this infrastructure and training the 

costs of production in more remote areas are significantly higher, and producers who lack proper 

training and inputs are unable to identify and eliminate common diseases and, as a result, receive 

much lower than average yields.6  The lack of funding and investment in extension services is 

not the only problem, as there are also extension agents who use their positions to earn “extra 

revenue.”  Indeed, a second agent I spoke with in Palenque, Chiapas, suggested one of his 

colleagues would ask me for a bribe in return for information.  He also repeatedly made 

comments about the lack of “vision” among producers because of their reluctance to receive 

technical assistance, or to pay for extension services.7  Whether it is a lack of trust for extension 

agents, or a lack of resources, my interviews with agents suggest most palm farmers are either 

forced to pay for services that might increase their productivity, or go without them altogether. 

Palm producers also generally buy all their inputs on local markets and either pay for a 

third party to transport their fruit to extractor plants, or they rent equipment and vehicles to 

transport the fruit themselves.  An extension agent in Tuxtla Gutiérrez, Chiapas, told me there 

are multiple places where palm producers can go to buy their inputs, which generally include 

pesticides and fertilizer, but that on occasion producers purchase their inputs from extractor 

plants via a contract system.8  In the first case, producers would have to know of all places that 

sell inputs they need and be able to compare prices in order to ensure the market for these inputs 

is reasonably competitive.  In the second case, producers would have to accept the terms of 

“credit” from the extractor plant and agree to use a specific brand of inputs at a price the 

extractor plant can effectively name.  The extension agents I spoke with all downplayed the 

practice of price gouging among input retailers and extractor plants, but they also acknowledged 

that “comparison shopping” is very difficult for many producers because they lack information 

                                                            
6 Personal Interview with Extension Agent #2, Servicios Integrales de Innovaciones Tecnológicas Agropecuarias, 

S.C., Palenque, Chiapas, August 27, 2012. 
7 Personal Interview with Extension Agent #1, Servicios Integrales de Innovaciones Tecnológicas Agropecuarias, 

S.C., Palenque, Chiapas, August 27, 2012. 
8 Personal Interview with Extension Agent #1, Despacho Atel: Servicios Integrales para el Desarrollo Agrícola, 

Pecuario y Forestal, S.C., Tuxtla Gutiérrez, Chiapas, August 25, 2012. 
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At this point, there is only enough information to provide a rough sketch of the 

reconversion process in Chiapas; however, the data collected so far indicate the state and 

national government incentivize reconversion by changing subsidy regimes. Lowering the 

support for “old” crops and providing incentives for palm reconversion—both to producers and 

to extractors and processors—is a part of this strategy, as is subjecting producers to market 

forces once reconversion takes place.  As more people reconvert to African palm, local prices for 

fruit will likely come down, while prices for inputs farmers need will likely go up, owing to an 

increase in demand.  Without price information or support, we will likely see a price and income 

squeeze on African palm producers as reconversion continues that generally benefits agri-

business.  As I demonstrate below, there is some evidence that this is already occurring. 

IV. Input and Commodity Markets: A Net Transfer of Capital? 

To see what markets are like for inputs and raw palm fruit, I conducted a preliminary 

interview with the Non-governmental Representative in Palenque, Chiapas, for the African Palm 

Product System.  He is also a palm producer in the county of Palenque, which is in the Selva 

region in the northeastern part of the state.  He officially represents about 1,500 producers in five 

counties, and the organization of palm producers follows the “peak” organization model 

common in Mexican politics throughout the 20th century under PRI rule.  There are 12 smaller 

producer unions in the five counties under his jurisdiction, each of which is represented in the 

national Product System through his office in Palenque.  Apart from the producers who are 

organized through the Palenque office of the Palm Product System, there are also about 1,500 

producers who are unorganized in the five counties he represents.11  One of the unique features 

of the African Palm Product System is producers who do not officially become members of 

producer organizations can receive the same subsidies as groups and large plantations, with no 

requirements on parcel size.  Unlike other Product Systems in the area, in the Palm Product 

System the state promotes reconversion just as aggressively with unorganized small producers as 

it does with large producers and cooperatives.12 

The producers in this “peak” organization in Palenque have parcel sizes that range from 3 

to 20 hectares, and the representative I spoke with is at the low end of that range, with a parcel 

                                                            
11 Personal Interview with the Non-Governmental Representative for the African Palm System, Palenque, Chiapas, 

August, 27, 2012. 
12 Personal Interview with Extension Agent #1, Servicios Integrales de Innovaciones Tecnológicas Agropecuarias, 

S.C., Palenque, Chiapas, August 27, 2012. 
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that measures 4 hectares.  His parcel is in the county of Palenque, which is where the only two 

extraction plants for the entire Selva region are located, meaning he transports his fruit 

approximately 35 kilometers.  For transport, he pays $300 pesos to move two tons of raw fruit 

every 15 days, which is the average amount of time it takes for African palm trees to produce 

harvestable fruit.  He also noted that he is charged the same rate during non-peak seasons when 

his palm trees produce less fruit, meaning he pays a flat rate by the kilometer rather than a rate 

based on total weight.  During peak production season, his transportation costs are $8.43 pesos 

per ton, per kilometer.  If these data apply to other producers in the region, the relative price for 

transportation per unit of production would go up the farther away one’s land is from the 

extraction plant and the lower one’s productivity is in terms of raw tonnage.  Obviously, a flat 

rate benefits producers closer to their market destination, or those who have larger parcels of 

land that can deliver larger harvests more consistently; but, it is prejudicial to those who are 

farther away from extraction plants and whose total production is limited by parcel size. 

Regarding input costs, the producer I spoke with uses 6 kilograms of fertilizer at $450 

pesos per kilogram, per hectare ($2,700 total); and, he applies five liters of herbicide at $70 

pesos per liter per hectare, per year ($350 total).  He also pays $300 pesos for day-laborers every 

15 days when he harvests a load of palm fruit, and his harvests yield about 11-12 tons per 

hectare, per year.  For each ton of fruit, he reported getting $2,400 pesos, which is actually 

higher than the listed market price of $2,000 pesos per ton at the time I spoke with him (August 

2012).  Apparently, there is a shortage of raw material for the extraction plants in Palenque, so 

they are currently offering more per ton to compete away business from each other.  Most small 

producers rely primarily on personal and family labor, so using this information and assuming no 

day labor costs, we get the following net income estimates for palm producers within 35 

kilometers of an extraction plant. 

Table 3: Estimated Net Income per Hectare* 

Output & Inputs Value (Pesos)
12 tons @ $2,400 ea. $28,800 
Fertilizer -$2,700 
Herbicide -$350 
Transport (24 Trips) -$7,200 
Net Income $18,550 

*Estimate based on data provided by the Non-Governmental 
Representative for the African Palm Product System in 

Palenque, Chiapas. 
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The total of $18,550 pesos of net income per hectare per year, divided by 365 days, 

yields an average of $50.82 pesos per day (about $3.97 US), or one national minimum wage per 

day, per hectare.  According to Eduardo Gonzalez Castañón at Fondo Chiapas, 5 hectares is full 

time employment for 1 person, and according to the producer I spoke with in Palenque there are 

20,000 hectares planted in African palm in the counties he represents.  If his estimate of 3,000 

producers in his district is accurate, the average parcel size is 6.67 hectares per producer, 

meaning there is little more than full time employment for one person on an average African 

palm plantation in the Selva region.  Nevertheless, these figures indicate that a farmer with 

similar costs and an average parcel of land in the Palenque area could earn $340 pesos per day, 

which is approximately $26 US at current exchange rates. Compared to local incomes for other 

crops, this is likely an improvement; for example, maize producers make approximately $2,000 

pesos per hectare, per cycle for a total of $4,000 pesos per hectare, per year.13  At least for now, 

African Palm is more “profitable” than maize and has led to an increase in nominal farmer 

incomes in the Palenque area.  

In Marqués de Comillas, which borders Guatemala and is southeast of Palenque, there is 

evidence that producers with larger plantations fare little better than the producer I spoke with in 

Palenque.  León Ávila Romero, a Professor of Natural Processes at the Intercultural University 

of Chiapas, found that producers with plantations as large as 30 hectares are averaging about 

$20,000 pesos of income per hectare, per year —about $57 pesos per day, per hectare.14  

Usually, these larger plantations produce higher yields per hectare (about 25 tons), but to get 

these yields input costs are also much higher, even after accounting for economies of scale 

producers receive from buying their inputs in bulk, or from transporting larger quantities of raw 

fruit per harvest.  For smaller producers in Marqués de Comillas who have to take their fruit to 

extractor plants in Palenque—in some cases over two-hundred kilometers away—both 

transportation costs and input costs are probably higher.   

Earning 50 pesos per hectare, per day, is not an economic boon, and these estimates are 

not representative of incomes for small producers who lack scale economy advantages and/or 

who do not have the same information on market prices that union representatives have.  More 

                                                            
13 Personal Interview with Extension Agent #1, Despacho Atel: Servicios Integrales para el Desarrollo Agrícola, 

Pecuario y Forestal, S.C., Tuxtla Gutiérrez, Chiapas, August 25, 2012. 
14 Personal Interview with Dr. León Enrique Ávila Romero, Professor of Natural Processes, Intercultural University 

of Chiapas, San Cristóbal de las Casas, Chiapas, August, 29, 2012. 
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research is needed to verify the general income effects of palm reconversion for Chiapan 

farmers.  But, evidence from available sources suggests producers who are doing well 

comparatively are just getting by, even when their trees are at peak productivity in their life cycle 

(between 6 and 20 years).  Indeed, the extension agent I spoke with in Tuxtla Gutiérrez reached 

the conclusion based on independent research that a palm producer needed to own at least 7 

hectares of land to simply break even,15 which is slightly more than the average parcel size for 

producers in the Selva region.  Since farmers cannot consume African palm fruit and must now 

buy most of their food on markets, it is possible that real incomes for small producers are not 

much higher than they were before reconversion, and may even be lower. 

 This is especially true when accounting for establishment and maintenance costs for the 

first three years of African palm cultivation, during which time the trees produce no fruit and the 

farmer receives no income.  As I state above, the costs of reconversion are subsidized by the 

federal and state governments, but the terms of these subsidies require producers to pay a portion 

of these costs through the concept of “co-responsibility.”  Those who lack capital to invest 

directly are eligible for subsidiess through the Productive Reconversion program, which directly 

pays 20% of establishment costs and 30% of maintenance costs during the first three years of 

palm cultivation.  The extension agents I spoke with in Palenque place establishment costs 

between $1,000 and $4,000 pesos per hectare, depending on soil conditions (is it rocky, flat, or 

hilly terrain), and about $8,000 per hectare, per year for maintenance.16 

After the subsidies for establishment and maintenance costs, producers can seek 

financing from public credit agencies (Financiera Rural and FIRA).  According to the extension 

agent I spoke with in Tuxtla Gutiérrez, these agencies offer loans to palm producers at 7 to 8% 

interest, though payment history and the collateral put up by a producer can lower or raise 

individual interest rates at these institutions.17  Assuming a mid-range cost for the establishment 

of palm plantations ($2,000 per hectare), and using the estimate of $8,000 pesos per hectare 

during the first 3 years in the life cycle of a palm tree, we can estimate the start-up costs and 

approximate debt obligations for palm producers with approximately 7 hectares of land. 

                                                            
15 Personal Interview with Extension Agent #1, Despacho Atel: Servicios Integrales para el Desarrollo Agrícola, 

Pecuario y Forestal, S.C., Tuxtla Gutiérrez, Chiapas, August 25, 2012. 
16 Personal Interview with Extension Agent #1, Servicios Integrales de Innovaciones Tecnologicas Agropecuarias, 

S.C., Palenque, Chiapas, August 27, 2012. 
17 Personal Interview with Extension Agent #1, Despacho Atel: Servicios Integrales para el Desarrollo Agrícola, 

Pecuario y Forestal, S.C., Tuxtla Gutiérrez, Chiapas, August 25, 2012. 
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Table 4: Estimated Debt & Start-Up Costs for Palm Producers* 

Line Item Value 
Establishment Costs $13,340 
Maintenance Costs $160,080 
Establishment Subsidy -$2,668 
Maintenance Subsidy -$48,024 
Loan Principal $122,728 
Annual Percentage Rate 7% 
Loan Period 20 yrs. 
Monthly Payment $951.51 
Total of Loan $228,362 
Interest Paid $105,634 

*Estimates are based on interviews with extension agents who help producers access public credit 
programs and assume a producer provides no capital to pay for establishment and maintenance costs during the first 
three years of palm cultivation. The total loan amount is also based on a parcel size of approximately seven hectares. 

Total costs for establishment and maintenance would come to $26,000 pesos per hectare 

during the first three years, of which the state subsidizes $400 pesos for establishment costs 

(20%) and $7,200 pesos for maintenance (30%).  After these subsidies, producers would have to 

pay $18,400 pesos per hectare out of pocket, or seek out a loan from Financiera Rural or FIRA, 

which is the more likely option among small producers who lack capital and collateral.  

Assuming a producer takes out a loan at 7% from one of these organizations, and assuming this 

producer has a parcel size of 6.67 hectares (the average plantation size in the Palenque district), 

the loan principal would be $122,728 pesos.  With a loan period of 20 years (the end of the peak 

production period for African palm), the monthly payment would be $951.51 and the final loan 

amount would come to $228,362.  In this hypothetical situation, a producer who earns $50 pesos 

per hectare, as the producer in Palenque does, would earn $10,175 pesos per month, but after 

making his or her loan payment the total monthly income would be $9,223.49 pesos.  That is an 

average of $46 pesos per hectare, per day, or less than one daily minimum wage per hectare, 

during the six to 20 years of peak productivity.  In addition, the loan for a producer with no 

capital to contribute to the reconversion process would actually end up costing her $105,634 

pesos in interest—over twice the original value of subsidies received from the state. 

Beyond these potential problems, it is important to keep in mind that palm producers are 

either making no income, or receiving lower rates during the first six years of the African palm’s 

life cycle, meaning average monthly incomes from palm cultivation over a 20 year period are 
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even lower than the estimates presented here.18  More importantly, palm producers have few 

market outlets for their crops and many producers probably lack access to reliable information 

about market prices.  The actual price per ton of raw fruit could be lower for these producers, and 

it is very likely my income estimates are actually higher than many producers receive.  In the 

Soconusco region in the southwest palm plantations have been around longer and the average 

plantation is larger; there are also more oil extraction plants, meaning producers generally have 

better scale economies and lower transportation costs.  However, even producers here are barely 

surviving on the returns they earn from their investment in African palm reconversion.  As one 

farmer in the Soconusco region noted, “It was an ill-conceived project, because…well, the 

government said, ‘we’re going to reforest the land in the state of Chiapas with African palm, and 

it will a product that creates more revenue and opportunity for peasants.’  But, the truth is, at 

least up until now, that we are all failing” (Contreras Escamilla, Dardón Saucedo, Moguel 

Mandujano, & Castro Soto, 2010) 

So, who is “winning” in Mexico’s drive to create a comparative advantage in African 

Palm production?  The way the African Palm Product System has unfolded so far suggests the 

big winners will likely be agri-businesses.  African Palm producers are growing rapidly in 

number, and though a few more extractor plants have opened in Chiapas since 1991, most of 

them are local monopsonies that are the only outlet for producers to get their fruit to market.  If 

the state does not support producers after reconversion with technical assistance, or even by 

simply providing accurate price information, then producers are likely to be at a disadvantage in 

their relationships with extractor plants.  The logic of monopsonies and monocultures suggests 

that as more producers convert their land to African palm, the more market power extraction 

plants and refiners will have over them.  Each producer must sell his or her fruit to the extraction 

plant regardless of the price the extraction plant offers because palm fruit is the only crop he or 

she grows.  Rather than direct expropriation of peasant assets, the African Palm Product System 

gives access to cheap inputs for excess capital by reconverting land—land peasants still 

nominally own—to farming monocultures. 

  

                                                            
18 Personal Interview with Dr. León Enrique Ávila Romero, Professor of Natural Processes, Intercultural University 

of Chiapas, San Cristóbal de las Casas, Chiapas, August, 29, 2012. 
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V. Conclusion: Accumulation by Reconversion and Food Security 

 As more producers make the conversion to African palm, the supply of raw palm fruit 

will increase and, assuming the number of market outlets for raw fruit does not increase, local 

prices for African fruit will come down.  Such is the logic of monopsonies and monocultures.  

As a result, they will have to sell their crop at a price the buyer names if they want to earn 

income at all, and as supplies increase and prices come down, that income will likely be less and 

less as time goes on.  When the state incentivizes the production of African palm it also reduces 

the amount of land devoted to the production of traditional food crops, as it is not possible to 

intercrop with grains, legumes and tubers (among other things) on an African palm plantation.  

As a result, producers become more dependent on food markets for their subsistence, or the 

“basic basket” of goods necessary to reproduce their families.  Mexico is already a place where a 

large amount of basic foodstuffs are imported from elsewhere; this means people who rely on the 

market are particularly impacted by international food prices.  As food prices go up in response 

to growing demand in India and China, or to demand for crops like maize in the bioenergy 

sector, palm producers will be forced to pay those higher prices on declining incomes.  Though it 

is not as dramatic as land seizures and enclosures—though it is not “accumulation by 

dispossession”—the African Palm Product System will likely have some similar effects to 

outright dispossession.  It will deny peasants the opportunity to farm their own land in the way 

they see fit, or in the way that best enables them to meet their basic food needs.  In doing so, it 

will increasingly threaten the food security for Chiapan palm producers and their families.  
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