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Agricultural Subsidy Programs

Giandomenico Manjone has suggested that public policies, like scientific research programs,
have a “hard core.” At the heart of all policies, there is the definition of the problem that the
state will address, the criteria and values that guide its intervention, as well as its specific
intended goal. To continue the metaphor, Majone says that policies also have their “safety
belt” (made up of the rules, resources, functions, actions and agencies in charge of carrying
them out), and that it may —or should- be adjusted along the way (1997).

This study shows what happens when the hard core of a policy is not well-defined and, instead,
it is bound by an excessively rigid safety belt, unable to adapt to new circumstances, and without
the timely assessment mechanisms that can issue a warning about a policy that is no longer
meeting its goals. When unrelated or even contradictory goals accumulate, the formal proce-
dures may become a means to capture or divert public resources, and eventually bureaucratic
routines can replace the policy’s original goals. After studying the policies designed to grant
agricultural subsidies in Mexico from 1994 to 2009, we have found that the combination of an
ill-defined and relaxed hard core with a rigid safety belt resulted in the capture of resources,
the deviation of policy goals and, probably overt acts of corruption. The evidence also shows that
transparency may be a useful tool to observe those cases of capture, deviation and corruption
in public policies.

Our study focuses on the Procampo and Ingreso Objetivo programs, which constitute the core of
the current policy to support the Mexican agricultural sector. The prior history of agricultural
policy reflects two opposite approaches: the first one, from 1970 to 1982, involved the strengthen-
ing of state participation in rural development and the promotion of national food security.?
The second one, carried out after the 1982 economic crisis, changed the previous forms of state
intervention and pursued a more market-oriented agricultural development approach. During
this period, the state continued to intervene, not with large investments but with new regula-
tory instruments. Graph 1 shows that after 1985, public expenditure targeted at rural develop-
ment began to decrease, seeking greater insertion of producers in the market (see Graph 1).

Graph 1
PUBLIC EXPENDITURE IN RURAL DEVELOPMENT, BY CATEGORY, 1982-2006.
(MILLION PESOS, 1994)
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During the 1970s, Mexican agriculture was not open to international market forces, and imports
required special permits or were carried out directly by the state. The government’s National
Basic Foods Company (Conasupo) regulated prices by purchasing basic grains via support prices.
The federal government also subsidized inputs, such as fertilizers, seeds, water, agrochemicals
and credit. Government agencies involved in marketing basic grains and industrial crops tried
to create marketing alternatives in isolated areas, where the local bosses controlled the trade
in food and other goods.

2 See Hewitt de Alcantara (2007) and Fox (1990, 1992), among others.



54

Subsidizing Inequality

In 1980, the government launched the Mexican Food System (SAM), which aimed to foster the
production of staple foods, to improve grain distribution nationally and, eventually, to reach food
self-sufficiency. This program tried to move from a regressive approach that treated the poorest
and the richest producers as though they were equal, towards a more peasant-oriented ap-
proach that attempted to favor basic grains and rainfed agriculture. The SAM program tried to
develop an integrated strategy that addressed all the links in the food production and consump-
tion chain, from the use of more productive seeds to the nutritional enrichment of staple foods,
with greater political support of the government. However, the combination of financial mis-
management and the fall of oil prices rendered this approach economically unviable.

The De la Madrid administration (1982-1988) then began a process of structural adjustment in
the government support system for agriculture. The Salinas de Gortari administration (1988-
1994) eliminated most of the support prices and substantially decreased tariffs, with the excep-
tion of the protection granted to corn and beans. This trade and market liberalization revealed
a series of old structural problems, such as producers’ lack of knowledge and experience regard-
ing the marketing process, as well as inadequate infrastructure and financing, which led to
producer uncertainty in the face of future international competition and price mobility. In 1989
and 1990, in fact, commercial producers had great difficulty selling their crops and the govern-
ment responded by creating a new agency called Agricultural Marketing Support Services
(ASERCA) in 1991, with broad new responsibilities for production and marketing.

But the 1992 reform of Article 27 of the Constitution was perhaps the centerpiece of the refor-
mulation of the Mexican state’s rural development strategy. This reform promoted the division
of ejido land into individually titled parcels, legalized land rental and allowed its conversion into
private property. The system of agrarian courts was also reformed to adjudicate land disputes,
and a new agency (PROCEDE) was created to define and title land parcels within ejidos. Mean-
while, the negotiations of the North American Free Trade Agreement (NAFTA) were in progress.
The treaty, which would come into effect in January 1994, fixed a 15-year term to liberalize
agricultural trade (including the most sensitive crops, corn and beans) and inspired the creation
of the Direct Rural Support Program (Procampo), on July 25 of that year. This is how a new era
in the history of Mexican agricultural support policies began.

1. PROCAMPO

Procampo not only replaced the previous agricultural support strategy, but it also sought to reach
a sector of producers who had been excluded by it. The new policy design took into account low-
income producers who produced mainly for household consumption. This sector had not received
Conasupo’s support (via support prices and marketing subsidies) because it did not produce
marketable surpluses and, according to official estimates, this sector not only numbered more
than 2.2 million producers, but —according to public officials involved in the design of this new
policy- the system of support prices had contributed to increasing inequality in income distri-
bution. As a result, Procampo chose to give producers a set payment per hectare in each agri-
cultural cycle so that they could operate based on the eligible land area in production, and
were not tied either to the individual producer or to the volume harvested.

From its first year, Procampo rules limited payments to producers of corn, beans, wheat, rice, sor-
ghum, soybeans, cotton, safflower and barley. The program began with a “closed” support area,
determined by the lands that had been sown with those eligible crops during the three crop
cycles prior to the spring-summer of 1993. By the 1995/1996 fall-winter crop cycle, however, all
legal crops were allowed, as well as livestock, timber production and land in approved ecological
projects. From the beginning, the registration was open to individuals or firms and, according to
the original rules, the support checks would be issued preferentially to the individual producer,
though in the case of social organizations the funds could be received by their legal representatives.

Procampo’s original rules were later modified frequently, trying to correct errors, to address
ambiguities and to adjust program operations, whether concerning the production cycles or the
information required for the producer application -- which had to be renewed annually. Under
the Fox administration (2000-2006), two policy changes favored low-income producers: those
who cultivated less than 5 hectares (12.3 acres) would receive a slightly higher payment per
hectacre, the support would be delivered (only in the case of the spring-summer cycle) before
the planting season; and the amounts of the payments for plots smaller than one hectare (2.5
acres) would be rounded up to that of one full hectare.

As of 2002, Procampo data on registered plots divided the beneficiaries into three categories:
those with less than 1 hectare, those with between 1 and 5 hectares, and those with more than
5 hectares. This division was the basis for establishing, in 2003, differentiated payments levels
for those with up to 5 hectares, who then received a per hectare amount slightly higher than
the one received by the larger producers. Furthermore, in the most recent changes to the program,



published on April 8, 2009, the differentiation of rates follows a three-level approach: an “alli-
ance rate” for rainfed plots with fewer than 5 hectares; a “preferential rate” for rainfed plots
with more than 5 hectares, and a “normal rate” for the rest of the rainfed plots and for all the
fall-winter (irrigated) plots. This last modification also included, for the first time, a ceiling of
M$100,000 (around $7,700 dollars), per person, per crop cycle. The last modification was a
reaction to the program’s excesses, because even though it was thought that Procampo’s regu-
lations had already incorporated the ceilings on the size of private landholdings of up to 100
irrigated hectares and 200 rainfed hectares (according to Art. 27 of the Constitution), it was not
until the April, 2009 rule change that the program explicitly set a cap on the maximum amount
of funding that a producer could receive.

Furthermore, Procampo also spun off a related program called Procampo Capitaliza, designed
to stimulate the capitalization of the original program beneficiaries through loan agreements
that would be repaid with the program’s own future flow of payments. According to its rules,
all applications required a productive project, whether primary or agroindustrial production,
that federal, state and local agricultural officials would evaluate and eventually approve
(Sagarpa, Consejo Mexicano para el Desarrollo Rural Sustentable, with the assistance of the
state, district and municipal councils and ASERCA). The program also established that organized
low-income beneficiaries, especially women and indigenous groups, would be given priority.

Finally, though state and municipal authorities have a say in the design and planning of other
rural development programs, Procampo is managed by the federal government. Each year, Pro-
campo’s projects and applications are submitted to the local Ministry of Agriculture’s offices,
the Rural Development Support Center (CADER). CADER, together with the Social Oversight
Committee, reviews the application and supporting documents, and then the application makes
its way up the chain of command to the regional office of ASERCA, where it is electronically
processed and receives a first approval. After many levels of review within ASERCA and at the
Ministry of Agriculture regional offices, the applications are finally approved and then ASERCA
issues the checks, which are delivered to the producer in the same CADER office where their
application was submitted (with the exception of the growing share of payments that are made
by direct bank transfer).

2. MARKETING SUPPORT PROGRAMS

Since 1991, ASERCA launched its Marketing Support Program (PAC) to support cotton, rice,
sorghum, soybeans and wheat crops. Mostly, these programs were not targeted at producers,
but to buyers of crops that could be experiencing marketing difficulties (such as a unforeseen
fall in international agricultural prices). In 2001, however, reportedly in response to concerns
of producers and state governments, the Program of Marketing Support and Regional Market
Development (PACDMR) redirected the flow of resources directly to producers. The correspond-
ing program rules were published in 2003 and stated specifically that the goal of the Ingreso
Objetivo program is to “deliver supports directly to agricultural producers, whether individuals
or firms, who have marketing problems or surpluses of eligible crops.” The funding from In-
greso Objetivo covers most seeds and grains, and the amount of the subsidy is determined by
the difference between the crop’s target price — a cost already established in order to avoid
losses— and the market price. This is very similar to support prices, but converted into pay-
ments organized so that any producer registered in Procampo could get it.

These payments have a maximum amount, corresponding to the production of 100 irrigated
hectares or its equivalent in seasonal land, per person. At the end of 2007, the program changed
its name to Program of Attention to Structural Problems (also known as Compensatory Sup-
ports). Like Procampo, the Ingreso Objetivo subprogram is linked to producers through the
Ministry of Agriculture’s federal and state offices, and is operated by ASERCA.

3. DIVERTED AND FRUSTRATED GOALS

The literature on public policy design and implementation stresses that one of the most signifi-
cant flaws of any state intervention is the lack of a clear definition of the problems to be addressed,
based on a precise identification of their causes and the pathways of action to change the status
quo. This lack of definition not only generates the imminent risk that all bureaucratic actions
justify themselves, in the name of more or less vague goals, but it also becomes practically im-
possible to evaluate whether the policy has achieved its goals. In this scenario, a public policy
is more likely to be held captive by interests that come into play during its implementation.

Procampo’s founding decree said that its main goal was “to transfer resources to support the
economy of rural producers, who plant land eligible to be registered in the program directory,
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fulfill the requirements and present written applications for support.” The idea was to establish
a direct link to the economy of rural producers, “through actions that encourage transparency
and fight corruption,” in order to achieve a list of six different “clauses” (or goals) the program had
to accomplish and that, from the beginning, revealed the confusion between the policy’s hard
core and the means to carry it out.

The first of these clauses was “to improve internal and external competitiveness; to raise the
standard of living of rural families; and to modernize the marketing system... in order to increase
the rural production units’ capacity for capitalization.” The second clause emphasized that the
supports should be used “to convert those lands, wherever possible, in order to establish more
profitable activities, thus giving economic certainty to rural producers and greater capacity to
adapt to change.” The third one was to promote “new alliances between the social and the
private sectors... through the adoption of more advanced technologies...”

The fourth clause that justified the subsidies was much more focused: “Because more than 2.2
million rural producers use their production for household consumption, they are excluded
from the support system, and therefore, have a disadvantage compared to producers who mar-
ket their harvests, one of the main goals of this program is to improve the incomes of those
producers.” The fifth clause mentioned environmental conservation goals. The sixth one sum-
marized that “it was in the national interest to support rural producers, by means of a program
that raises the standard of living and fosters rural development.” The creation of Procampo
Capitaliza addressed one of the more specific goals that had not been addressed by the regular
program (Procampo Tradicional), to capitalize production units and to encourage economic
certainty. Although Ingreso Objetivo was part of a different program, which fundamentally
supports producers with marketing surpluses, as has been noted, it shares with Procampo the
goal of increasing competitiveness and economic profitability in the Mexican countryside.

The problem is that none of those goals have been achieved in a stable or permanent way. The
government spends substantial amounts on agricultural support (it has to be noted that Pro-
campo accounts for almost 5% of the agricultural GDP since 1994), but this funding has not
translated into a more competitive agricultural sector, nor in a sustained increase in production
of grains and oilseeds, nor in an improvement in the standard of living of the more disadvantaged
producers. Rather, Mexico remains substantially dependent on agro-food imports. Though the
yield per hectare has improved in the last eight years, Mexico is still well behind Canada and
the United States, which indicates the structural fragility of its agriculture. As the Federal
Audit Agency has found, “the indicators constructed by ASERCA... do not allow for measuring
the efficiency with which its strategic goals have been achieved, including the improvement
of the income level of rural producers and the increase of the capitalization capacity of their
production units.”™

The limited data given by the evaluations about the variability of income level of the benefi-
ciaries and the capitalization of production units is based on the “perception” of the supported
producers, and is not disaggregated by states and municipalities. According to a Colegio de
Mexico economics thesis, “Procampo producers have not changed the production patterns from
[basic] grains to other kinds of crops. [Between] 1994 to 2005 only... 14% of program beneficiaries
have changed their land use pattern.” Furthermore, this figure corresponds mainly to ejido
producers in northwestern Mexico with more than 5 irrigated hectares.

In terms of poverty trends, the share of rural inhabitants below the poverty line fell by more
than 10 points, from 66.5% in 1992 to 54.7% in 2006. However, in 2006, of 14.4 million people
officially considered to be in acute poverty (“pobreza alimentaria”,) two-thirds lived in the
countryside. Although absolute poverty has fallen at the national level, the gap between the
developed North and the backward South remains. This issue should not be overlooked, be-
cause a comparison of the states that have received the most support from Procampo and
Ingreso Objetivo with those that have the most producers registered, clearly shows that the
subsidies are concentrated in the North, while the producers are concentrated in the South.
The official data in Table 1 indicates that the farm subsidy policy has followed a two-track
strategy. On the one hand, the richer states of the Northwest should have increased their com-
petitiveness, production and productivity, and, on the other hand, the poorer states of the South
and Center should have reduced their poverty, but neither of these two situations has hap-
pened.

3 Auditorfa Superior de la Federacién (2008: 415). For additional details on Mexican agricultural trends, see Merino (2009).
4 See Cerén Monroy (2008)



Table 1
FARM SUBSIDY AMOUNTS AND DISTRIBUTION OF BENEFICIARIES IN SELECTED STATES

1994-2008 Procampo and .
State . Percentage |Beneficiaries |Percentage
Ingreso Objetivo amounts

Sinaloa $18,145,970,543 10.8% 86,892 3.4%
Tamaulipas $14,937,699,918 8.9% 68,710 2.7%
Zacatecas $11,489,271,362 6.8% 106,021 4.1%
Jalisco $11,284,293,808 6.7% 108,315 4.2%
Chihuahua $10,255,034,016 6.1% 79,898 3.1%
Sonora $8,661,124,964 5.1% 21,262 0.8%
Chiapas $11,039,566,255 6.6% 236,148 9.2%
Oaxaca $6,360,839,300 3.8% 237,871 9.3%
Veracruz $6,764,979,568 4.0% 205,961 8.0%
Puebla $6,372,070,477 3.8% 170,021 6.6%
Guerrero $4,588,159,437 2.7% 116,498 4.5%

Source: ACERCA, data available at www.subsidiosalcampo.org.mx; ASF (2008:418), UNDP (2009: 6)

In addition, the official data has been incomplete and inaccurate. Up to 2008, ASERCA had not
yet quantified its operation costs, nor had it produced reliable efficiency indicators. The avail-
able information, according to external evaluations, indicated that the official versions “have
tended to confirm Procampo’s operational efficiency... using various indicators... that lead the
evaluations to confirm favorable expectations about the program’s future,” but “in concrete
terms, the evaluations as such do not provide conclusive evidence regarding the program’s
multiplier effects on productive activity and the standard of living of the beneficiaries.”™

4. “WE ALL AGREE, BUT WE WANT MORE”

With so many goals and such meager results, we may ask: What was the main problem that
was to be addressed and what was the definitive goal that subsidy policy was supposed to
achieve? Why do the most influential organizations in rural Mexico, as well as the governors
of the states that have received the most funding, defend a policy that has not achieved its
goals after 15 years of operation? The data available suggest that the programs have been
maintained only because of the commitments established with those who have benefited the
most, and because of the political interests that have converged around those resources. There
is also evidence that the implementation of those programs has created opportunities for cor-
ruption. But the most solid explanation of these programs’ continuity would be in the prior
construction of clientelistic networks and mutually beneficial relationships that neither the
producer organizations nor the state governments, nor the federal government have been able
to break. On the contrary, each time there has been an effort to modify the relationships, con-
flict has ensued.

In August 2008, the [then] Secretary of Agriculture, Alberto Cardenas, announced that the
federal government was considering changing the rules of operation of ASERCA’s two main
subsidy programs (Procampo and Ingreso Objetivo), in order to seek greater balance between
income groups and regions.® The announcement also confirmed that President Calderén had
authorized the extension of those programs for an additional 5 year period, even though their
original 15-year lifespan was about to end.

Table 2
PRODUCERS, LAND AND SUBSIDY IN PROCAMPO, BY LEVEL, 2006

Lyl Producers Hectares Subsidy
(thousands) (thousands) received %

I. Up to 1 hectare lots 612.4 239 606.5 0.6%
II. 1 to 5 hactares 1,373.4 53.6 3,977.1 28.2 46.1%
II1. More than 5 hectares 576.5 22.5 9,519.7 67.5 53.3%
Total 2,562.3 100 14,103.3 100 100

Source: Author’s analysis from data in ASF (2008: 428) Available at http://www.asf.gob.mx, section: “Informe de Auditorfas”

5 See Duran Ferman, Schwentesius Rindermann, Gémez Cruz and Trujillo Félix (2007: 13)
6 Verdnica Martinez, “Baja Procampo apoyo a estados nortefios”, Reforma, August 20, 2008.
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The Federal Audit and official data show a strong concentration of Procampo resources between
1994 and 2006. At one end, 0.2% of beneficiaries (a little more than 50,000 producers) received
payments for more than 100 hectares each, accounting for 8.7% of the total payments.” At the
other end, as can be seen in Table 2, 23.9% of the producers registered with less than one
hectare each barely received 0.6% of the resources, even though they had 4.3% of the land.
This is the basis for the Federal Audit Agency’s recommendation that the Ministry of Agriculture
review the program’s rules of operation, with the explicit purpose of avoiding the reproduction
of that income concentration.

At the beginning of 2009, however, the rejection of the changes recommended by the Federal
Audit Agency had become a political cause for most of the state governments and the more
influential producer organizations in Mexico. There was no opposition to the government’s
decision to raise the subsidies targeted at the smallest farms, as had been happening. But
what provoked a real media battle was the proposal to obtain those additional resources for
the poorest by reducing the payments to the owners of the larger farms, which would also lead
to the redistribution of resources from some states to others. For instance, the secretary of
rural development of the state of Tamaulipas, upon learning that the Ministry of Agriculture
was considering reducing payments to large producers, admitted that around 45% of 2008
Procampo budget would go to only 9% of the producers enrolled. But he added, “the Secretary
[Alberto Cardenas] doesn’t understand that that 9% produces 92% of the grain in Mexico.”® But
his counterpart in the state of Sinaloa, Jorge Kondo Lépez, then chairman of the Mexican
Association of Agricultural Development Secretaries (AMSDA) defined the terms of the conflict
which would modify the rules of the game, “What Cardenas is trying to do means taking funds
from the states; he is confronting us. The state governments are willing to review the program,
but not if it means taking resources away from us.” It is no coincidence that Tamaulipas and
Sinaloa are two of the states that have received the most subsidies from those programs, as
shown in Graph 2.

Graph 2
PROCAMPO AND INGRESO OBJETIVO HISTORICAL PAYMENTS, BY STATE
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7 This is based on official ASERCA data available at Fundar’s farm subsidy database, at www.subsidiosalcampo.org.mx.
8 Verdnica Martinez, “Baja Procampo apoyo a estados nortefos”, Reforma, August 20, 2008.
9 Ibid.



Producer organizations also made their presence felt. On September 2008, the National Peas-
ant Confederation (CNC), the agricultural branch of the Institutional Revolutionary Party (PRI),
rejected the proposal to reduce payments to larger producers. CNC leaders called for a slight
increase in the subsidies targeted towards producers with less than 5 hectares, but maintaining
the amounts targeted to the rest. The CNC, which represents mainly smallholders (ejidatarios
and comuneros), closed ranks with the leading private sector interest groups (which in the past
have pursued different interests), such as the National Farmers and Ranchers Council (CNA),
the National Confederation of Private Landowners (CNPR), and the National Ranchers’ Confede-
ration (CNPG). These organizations demanded the timely delivery of payments to everybody
and the continued support for separate payments for the spring-summer and fall-winter crop
cycles, an aspect of the program that grants two payments per year to irrigated producers.*®

By the end of 2008, it was clear that the disputes over government agricultural spending had
gained attention and generated conflicts that, up to then, were hidden by a sort of negotiated
stability. Juan E. Pardinas, a renowned expert on public sector oversight and transparency in
Mexico, commented in the newspaper Reforma:

..Procampo’s most serious problem is not the subsidies that go to the drug dealers, but the mon-
umental amounts of money given to successful farmers who don’t need the government’s largess.
According to the website www.subsidiosalcampo.org.mx, 5% of the richest farmers concentrate
44% of Procampo’s total resources (1994-2008). In contrast, 80% of the poorest beneficiaries re-
ceived barely 27%... The assumption that the budget spent on rural Mexico benefits poor peasants
is amyth... each peso spent in this subsidy increases the rural inequality gap... The right decisions
are politically unfeasible. Procampo has created a powerful portfolio of clients. Subsidy checks
have turned into a vested “right” for their beneficiaries. If someone dared to change those privi-
leges, they would provoke a social movement with the slogan “The subsidy belongs to those who
work it”... We have all the political stability that the budget can buy...}*

This statement would be confirmed in September 2008 by a public declaration of the National
Governors’ Conference (CONAGO), backing the initiative of the governor of Sinaloa, histori-
cally the state that has benefited the most from farm subsidies:

This Conference expresses its concern about the fact that in times of food crisis, while all coun-
tries, especially the United States and Europe, are strengthening their farm support programs to
raise productivity. In Mexico, in contrast, there are warnings of a clear tendency to withdraw sup-
ports or to reduce Procampo, Ingreso Objetivo and marketing programs... On the other hand, the
Ministry of Agriculture is trying to weaken Procampo, even though this could provoke a notable
fall in national grain production. This disintegrating proposal assumes a new approach with dif-
ferential payment rates, which would increase the allocation to producers with less than 10
hectares, but based on a reduction of amounts paid to producers with more than 10 hectares.
This new model also proposes continuing Procampo for only another 5 years, closing the registry,
as well as eliminating support for double crops or double cycles, which would significantly reduce
Mexico’s food production.’

CONAGO was demanding an increase in subsidy spending and its specific proposals included
continuing the program for at least 10 more years, keeping the double cycle, allowing new
producers to register for payments, and increasing the support for those with less than 10
hectares, providing that those with more than 10 hectares, “if their payments are not increased,
at least they should stay as they are.” Evidently, the governors’ power was felt in the House of
Representatives, which rejected the government’s proposal to reduce farm subsidy spending
and to modify the allocation criteria, with the explicit goal of continuing the existing policy.

Nevertheless, the differences between the Ministry of Agriculture and the organizations op-
posed to changing farm subsidy policy continued. After the first defeat of the federal authori-
ties and their impotence to redirect subsidies, both CNC and CNA not only maintained their
opposition to the government’s proposals, they increased the political pressure. They not only
demanded that Procampo continue, they also called for an increase in the official target prices
for basic grains, especially corn, under the Ingreso Objetivo program. The government an-
nounced new, higher reference prices on January 2, 2009.

But, how can the alliance between CNC and CNA be explained, since they represent very dif-
ferent sectors? The CNC'’s leader, Cruz Lépez Aguilar, said that the Secretary of Agriculture
“has turned into the main ally of the opposition to the National Action Party (PAN), because
he has the virtue of uniting the majority of agricultural producers against the government.”**

10 Rechaza CNC propuesta de Sagarpa del nuevo Procampo”, Imagen Agropecuaria, Monday, September 22, 2008. Consult-
ed at www.imagenagropecuaria.com/articulos.php?id_sec12&id_art=540. See also CEDRSSA (2008b)

11 Juan Pardinas, “;Pronarco o Procampo?,” Reforma, Nov. 23, 2008

12 CONAGO (2008)

13 Radio interview, on the “Entre Amigos” program (later called “Enfoque financiero”), with Alicia Salgado and Roberto
Aguilar, on Estéreo 100 (100.1 FM, Mexico City), February 7, 2009.
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The current subsidy policy had reinforced both organizations’ networks and political clout,
and they were ready to defend it at all costs.

Although Procampo was created with an explicit transparency and anti-corruption mandate,
since its origins there have been many windows of opportunity for the capture and political
use of subsidies, and very few windows for public oversight on the construction of the registry
and the payment mechanisms. It is no coincidence that in the Index of Quality and Design of
Public Programs (ICADI), constructed by the public interest group Social Management and
Cooperation (GESOC), based on a review of official government policy evaluations, Procampo
was ranked only 45 out of 104 programs evaluated.’* As has been noted, this was due not only
to the lack of precision in the program’s goals, but also to the poor production of complete and
verifiable information, which creates serious obstacles even for those charged with implement-
ing the policy.

Since its origins, it was clear that one of the main risks of the program was the proper construc-
tion of the registry of beneficiaries. This risk was supposed to be mitigated by basing the sub-
sidies on lands in production rather than to individuals, and that the first efforts to create the
original registry required showing that those parcels were, indeed, producing eligible crops. It
is clear, however, that the rapid expansion of program operations created opportunities to enroll
non-producers, and little is known about the control measures that were supposed to avoid this
bias. There was also little certainty that the program would manage to enroll all of the producers
who were eligible in the 1993 census, because the Ministry of Agriculture had never taken on
such a vast task, with so many producers scattered across the country. As a result, there is little
systematic evidence about the patterns of inclusion and exclusion in the program registry.*s It
is worth noting that to receive the first payments, producers had to prove their identity with
any document with a signature or fingerprint (and they also could do it with a power of attor-
ney or even through an intermediary organization) and it was never required that they be the
owner of the parcel, since it was enough to show a contract of derivative possession, in which
the landowner authorized the farming of the parcel.

Procampo’s first Operational Manual set two kinds of controls to verify applications. The first
one was to be carried out “by the producers together with local authorities, within the Over-
sight and Control Subcommittees (SCV), which would be created as collegial autonomous bod-
ies.” The second one was “through random verifications of communities and plots to confirm
the information producers’ provided in their application.” Evidently, these rules were designed
to give the main producer organizations a say over who would be the first to get to sign up,
including the possibility to present the applications indirectly, through them. Indeed, the rules
permitted producers to sign up indirectly, via their organizations.

The first director of Procampo, José Octavio Lépez Presa, recalled that early in the process of
enrolling producers, there were strong pressures from the producer organizations affiliated
with the National Agrarian Congress (most of whom were in the CNC), as well as from the al-
ready powerful famers of Sinaloa and other organizations associated with the Institutional
Revolutionary Party. According to Lépez Presa, the leaders of these groups “wanted to negotiate
the registries. So we said ‘fine, you negotiate them, but in each district. You bargain, but out
there, in the field, not here in the Federal District’.” He added that:

To organize the first Procampo registries, 45,000 agricultural representatives were elected from
85,000 villages, in almost every locality in the country, and they were made to take an oath that
they would do their job. After receiving training, a random selection followed to see who would
review the applications in the name of the peasants, together with all the ejidos and private
farmers in each region, to see who would have the right to government support.*®

He also recalled that the federal government drew on the operational infrastructure of the Na-
tional Solidarity Program, which was quite consolidated towards the end of the Salinas de Gor-
tari administration. Thanks to this operational network, they were able to carry out a census of
grain producers, with a focus on corn. Lépez Presa underlines the enormous difficulty of doing
a census in more than 80,000 villages with “rudimentary computer tools. They needed to get
information about four million people, including their names, the location of their plots and
what they produced. Nevertheless, by the second half of 1993, the information that became
the basis of the first registry had been collected, and the first beneficiaries were set to receive
their checks in June 1994.

In the process, there was a clear tension between large producer organizations that attempted
(and succeeded) in registering their members and government officials who attempted to
broaden the access to the largest number of ejidos and communities. Another source of tension
involved the state governors and their efforts to use the subsidies for electoral purposes. These

14 Gonzalez, et al. (2009).
15 Fox (1995).
16 Transcribed interview, José Octavio Lépez Presa, Mexico City, February 27, 2009.



conflicts were costly. Lépez Presa recalled that out of the 45,000 producers randomly selected
to oversee program operations locally, “11 died in the time I was there... I don't know whether it
was because they were taking their duties seriously or not, but the fact is there were 11 deaths.”

José Octavio Lépez Presa also reported that following the Zapatista uprising in January 1994,
the subsidy program gained even more political importance. The state governors “signed up to
organize events to deliver the payments, and some cabinet members also participated (be-
tween March and June, 1994) and even President Salinas himself... Think about it this way
[continues Lépez Presa], we were hosting a party while we were still building the house, putting
up the banners and the bricks at the same time.” He added an especially valuable recollection:

Around June 1994, we had a meeting in Oaxtepec, the whole weekend... There I delivered my
report, and in contrast to previous weekly reports, when there were 10 or 12 people, here there
were more or less 40... Someone suggested that we should privilege the delivery of payments to
PRI municipalities, and obviously I said that it was illegal... The use of the Internet and e-mail
was just beginning back then, and all of our offices were already connected... So the following
Monday;, the first thing I did was to send an e-mail to all of the representatives in the rural dis-
tricts, reminding them of their obligations as public servants and telling them that, if any official
from the Ministry would want to divert the program from its goals, they should immediately file
a report with the Audit office and the appropriate authorities. I sent that e-mail Monday morning
and, 24 hours later, on Tuesday, I was abruptly fired.

One might have expected that with the passing of time those original conditions would have
changed, especially because the alternation of political parties in the presidency and the grow-
ing political pluralism that, precisely after 1994, became a characteristic of the Mexican politi-
cal regime. But at the end of 2008 and the beginning of 2009, an attempt to change the farm
subsidy program’s rules of operation created a conflict, and the actors and interests at play
remained practically the same as when the first registry was created in 1993. On the one
hand, a sector within the federal government says it seeks the modernization of direct rural
subsidy programs, and on the other hand, producer organizations refuse to give up the state
rents captured by their members for 15 years, as well as the governors, who like their prede-
cessors in 1994, continue to assert the political use of those transfers. The problems that these
subsidy programs face today are practically the same as those recalled by its first director,
Lépez Presa.

According to Procampo and Ingreso Objetivo’s current managers, the opposition from governors
and the main producer organizations to the Ministry of Agriculture’s proposed changes is not
only due to the resistance of the farmers who receive the largest subsidies, it also involves the
struggle of local politicians and social leaders who want to control the registries and payments.’”
They report that Procampo’s process of converting the payment delivery mechanism to direct
bank deposits has faced strong political and bureaucratic resistance, even inside the Ministry
of Agriculture. According to the manager in charge of payments, last year, a check could be
held up for a year, then it was in transit, someone had it who did not cash it, and sometimes
corruption was involved. For example, an official would say: ‘I'll give you cash for your check
if you give me 10%'.” Certain interest group leaders complained for the same reason: “because
there is no business in it anymore, because it was clientelistic: give me 20% and I'll take care
of your check, sometimes in collaboration with some corrupt administrator... Paying through
direct bank deposit prevents this, because the producer receives their funds directly.” The
managers emphasize that no producer has complained about the direct bank deposit process
(which now covers more than 60% of the producers, according to the managers in charge.)

From the point of view of federal officials, the state governments also launched their offensive
against changing the rules of Procampo and Ingreso Objetivo because their state agriculture
secretaries (SEDAGROS) “have been fighting to be the ones who give out the money... to do
politics left and right.” The federal coordinator of Ingreso Objetivo in the state of Veracruz re-
ported the case of its farm machinery subsidy program, which “prohibits buying a certain
tractor because it’s blue. It’s no joke. Fidel Herrera [the governor of Veracruz] does not fund the
purchase of tractors if they are blue. They have to be green or red.”

Even though the controversial new operational rules propose greater decentralization, allowing
state governments to manage more resources, SEDAGROS’ complaint was still in force, be-
cause the states are not only seeking more funds, but also more freedom to decide on how they
are used. ASERCA officials’ position is that they are attempting to require a work plan, a project
plan and an investment plan per state, as a condition to increase funding.

17 Transcribed interview with ASERCA managers: Gustavo Adolfo Cardenas Gutiérrez, Coordinador General de Apoyos al
Campo (PROCAMPO), Manuel Martinez de Leo, Coordinador General de Comercializaciones; Fidel Gaona Urbina, Director
General de Programacién y Evaluacién de Apoyos Directos al Campo; Rubén Zamanilla Pérez, Director General de Medios
de Pago; and Miguel Angel Hernandez Servin, Director de Seguimiento Operativo. February 27, 2009, Mexico City.
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On the other hand, Gustavo Cardenas, [then] General Coordinator of Agricultural Support, ac-
knowledges that it is important to update the registry of Procampo beneficiaries, a position
surely influenced by the fact that he is a PAN member and a federal congressman, on leave,
from the state of Tamaulipas. He says that all the documentation regarding land possession
and ownership is going to be digitized, including the plot georeference and the producer’s per-
sonal identification and photo, thereby linking the land to the owner. And he adds, “There won't
be any more confusion, this ambiguity about who is planting and who is the owner, which
really hasn't helped us at all.” Even though the updating of the registry was postponed until
after the July 2009 elections, what follows is unlikely to be very different from what has be-
come open dispute for the clientelistic control of the subsidies. In addition to the modifications
proposed to the subsidy payment amounts for the larger plots and the resistance from the states
that receive the most resources (such as Tamaulipas and Sinaloa), the clean-up of the benefi-
ciary lists and its systematic and open disclosure will surely add new factors to the conflict.

Data offered by the Federal Audit Agency after its 2006 review of Procampo show diversion of
resources, beneficiaries that received the money without having proven their work or who had
not planted, huge uncashed checks, problems with bank reconciliation, duplicated and even
fake beneficiaries.!®* We may therefore assume that the opacity in ASERCA’s information is not
only a flaw derived from its ambiguous and imprecise design, or due to a poor bureaucratic
operation, but it has also served to establish political networks and negotiations that for 15
years have prevented the disclosure of reliable information about who is benefitting from the
subsidies and what interests are involved.

5. POOR RULES AND LITTLE TRANSPARENCY:
THE DOUBLE DOOR TO CORRUPTION

Even though he has probably committed no crime, nor can he be accused of the intention to
do so, it is worth pointing out the peculiar case of Mr. Jorge Kondo Lépez, who until December,
2008 was the Sinaloa state Secretary of Agriculture. As has been noted before, he was also the
chairman of the Association of [state] Secretaries of Rural Development, which so firmly op-
posed changing the operational rules of the farm subsidy programs. According to the official
ASERCA data, available at www.subsidiosalcampo.org.mx, Mr. Kondo Lépez - or someone with
the same name - has received M$1.7 million (according to an ASERCA official, maybe more).
Manuel Martinez de Leo, an ASERCA official, remembers the prominent role that Kondo Lépez
played during the construction of Procampo’s first registry:

I was working in the private sector then... in the National Farmers and Ranchers Council, and...
he was the president of the Confederation of Agricultural Associations of the State of Sinaloa
(CAADES) and agricultural vice-president of the National Farmers and Ranchers Council.. He
fought for Procampo to pay out by the ton and not by the hectare. That was the toughest issue...

But Kondo Lépez’s leadership among the Sinaloa producers not only allowed him to have signi-
ficant influence on the procedures used to create Procampo’s original registry, as well as on the
criteria for allocating subsidies, but also permitted him to become a PRI federal representative
in the LVI Legislature. Nevertheless, the policymakers in charge at that time (including Procam-
po’s first director) managed to link Procampo payments to the land, rather than to individual
producers or to their volume of production (though without an effective ceiling on the amount of
land that could be subsidized). This approach allowed the government to balance the interests
of large and small owners, in a context in which, as Lopez Presa put it, “on the one hand, those
CAADES (Confederation of Associations of the State of Sinaloa) producers were able to make a
huge amount of noise and had a great deal of political clout... And on the other hand, there
were subsistence producers who had no say, but for moral and economic reasons had to be
indisputable beneficiaries.” Moreover, in the international trade policy context, the fact that
Procampo did not link payments to the volume of production gave the Mexican government
certain prestige, because the approach was much more “market-friendly” than that of its OECD
counterparts in Europe and North America.

The decision to allocate subsidies based on the number of hectares farmed rather than on the
volume produced reflected an attempt to avoid even greater inequality in the distribution of
subsidies. But this policy did permit that one individual (or organization) could register many
different farms in various parts of the country, making it difficult to determine who is receiving
exactly how much. Moreover, the system created the possibility of people receiving checks in
the name of others. It was not until the public interest group Fundar launched the “Subsidios al
Campo” website, when official beneficiary data became publicly accessible in practice, revealing
the highly unequal distribution of farm subsidy payments. The website’s search engine allows
citizens to find out how much specific individuals have received, and in November 2008, sev-
eral major newspapers reported the coincidence between the names of subsidy recipients and



relatives of several well-known drug dealers.'® All this can be true and, however, without vio-
lating the program’s legality or its rules of operation because, as has been repeatedly noted,
subsidies were linked to land and not to individuals. Nevertheless, the organization of the
registry and the absence of an efficient, reliable system of targeted transparency have also
created opportunities for direct corruption of program resources.

Yet the fact that agricultural officials in charge of those programs are listed in the registry and
that they have been received program subsidies does clearly violate the current regulations,
especially because the rules of operation, as modified on December 2007, explicitly forbid this.
To explore this problem, we created a database with the names, positions and responsibilities
of all federal, state and municipal agricultural officials, and we cross-referenced the information
with the subsidy recipient data from Procampo registries (whose registry identification number
also coincides with the ones from the Ingreso Objetivo program). This research produced 328
coincidences. We also noted that there are several numbers with different producer names and
that apparently belong to the same person. So, we submitted 83 public information requests
to ASERCA to determine whether these registrations with the same name, but a different
producer number, belonged to the same person. The responses were mixed, although we ob-
served a general trend of one registration per producer. But we also confirmed that there are
cases in which the same beneficiary has multiplied his registries, by means of different pro-
ducer numbers. The only way to confirm the correspondence between name, registry and
person would be to access the full files of each and every one of the cases, with their official
Individual Population Identification Number (CURP) and, moreover, the receipts issued (to see
whether they actually cashed the payments). But these public information requests were de-
nied, because they were considered to involve personal data. Overall, we found that at least 371
names and individual registrations that received subsidies in 2008 corresponded with the
names of public officials involved with operating agricultural programs. Of these, we are sure
of the coincidence in 292 cases (131 federal, 161 state), while the data was insufficient to con-
firm 55 registrations that coincide with the names of federal agriculture officials. And, of
course, one of those cases is Jorge Kondo Lépez, who has 89 registrations in the public farm
subsidy roster. Yet we cannot be assured that the coinciding names necessarily refer to the
same person, because they could be namesakes of the officials detected.

It is worth noting that even after the publication of the farm subsidy recipient data in the
“Subsidios al campo” website, and with the access possibilities offered by Mexico’s current
transparency law, it is still not possible to confirm that more than 300 public servants are
receiving prohibited benefits. What is clear is that the current operational rules and flaws in
the integration and control of the registry make this possible. It is also clear that ASERCA has
not met its strategic goal of “preventing and reducing corruption and making transparent the
implementation and operation of its supports and services.”

6. CONCLUSIONS

In this study we have tried to show that Procampo and Ingreso Objetivo have not met their of-
ficial institutional goals. We have also seen that the lack of transparency in their operations and
results has served other goals: to distribute public resources to maintain political stability and to
build support for governments. The programs have not met their original goals because, among
other reasons, from its design, the implementation network was in conflict with that possibility
and favored the early capture of these public resources. As noted at the beginning of this study,
the hard core of Mexican farm subsidy policy attempted to address many different and conflict-
ing goals, but evaded a definition of the problems of agricultural production, productivity and
competiveness as a whole. At the same time, the policy established a series of rigid rules and pro-
cedures for the construction of the program registries that ended up becoming its own raison
d’étre. The program’s safety belt cancelled out its hard core, and eventually favored the diversion
and even corruption of public resources dedicated to the countryside.

That said, it is not evident that the farm subsidy programs were used openly to buy votes or to
finance electoral campaigns (although there are signs that this may have occurred in certain
elections). But there is sufficient evidence to state that these resources created social and poli-
tical demands, supported by clearly identifiable networks, and that changing them would have
political costs for any government. The main beneficiaries of the subsidy programs have not of-
fered clear results in terms of increased production, productivity or competitiveness. But they
have been very efficient at maintaining political pressure to avoid reducing subsidies over the
past 15 years and to openly increase their profits. Notably, this has been the position that the Na-
tional Farmers and Ranchers Council (CNA) has maintained ever since the subsidy program
began.

18 See “Ayuda Procampo narcofamiliares”, El Norte, Monterrey, Nuevo Leén, November 8, 2008, and “Piden limpiar el
Procampo”, El Universal, Mexico City, November 24, 2008.
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At the same time, the less privileged beneficiaries with lower incomes and fewer hectares
have not managed to improve their standard of living, nor have they increased their plots’
productivity, nor has competition become more balanced as a result of the subsidies received.
The per capita funding levels are so small that it would be impossible to achieve such an ambi-
tious outcome. Nevertheless, the data do show that Procampo has played an important social
function by mitigating the poverty of millions of peasants; it has made a modest monetary
contribution by at least providing a reliable annual income to a broad segment of low income
producers. This support has been insufficient to overcome their poverty, but has provided a
minimum level of insurance for survival.

From another point of view, Procampo has also allowed social and political organizations claim-
ing to represent those marginalized social groups to take advantage of their role as intermediaries
with the program bureaucracy by charging producers substantial fees, and to use this role to put
pressure on the government to allocate even more resources. The statements documented in
this study and the data drawn from Procampo’s registries tell us that, since the registry was
first created, agrarian organizations (notably the National Peasant Confederation) had a strong
influence on determining who was registered. To date, the programs’ rules of operation still
allow them to maintain a direct and active relationship with the subsidy beneficiaries. As a
result, farm subsidies play a dual role, contributing to the survival of low-income peasants,
while allowing interest groups to use them politically.

This study has shown that the hard core of the farm subsidy policy in Mexico should have
achieved, at least, both an increase in production and productivity of large producers and an
improvement in the standard of living conditions of low-income peasants. Yet, all external
evaluations available agree that none of these goals has been met. They also note the lack of the
systematic and complete data needed to make an assessment of their success or the diversions
of the program. Even the Federal Audit Agency, the agency in charge of collecting direct infor-
mation and reviewing the programs archives, was unable to establish the scope of the subsidy
policy. In other words, Procampo is still in effect because it contributes to peasant incomes,
but not because it has allowed the construction of a level playing field to compete with its two
partners in the North American Free Trade Agreement.

Furthermore, this study has underlined ASERCA’s lack of transparency, including the lack of
certainty regarding the way in which some of subsidy payments are distributed to producers,
those that are not yet delivered by direct bank deposit. According to Procampo’s general director,
Gustavo Cardenas, as of early 2009, the program had only a list of beneficiaries, not a proper
registry. Greater transparency in the subsidy payment process is certainly a plausible goal for
the program’s current managers, but the lag in achieving this speaks eloquently to the way in
which the program has been implemented up until now. As this study shows, the data obtained
through the analysis of the beneficiary registry are insufficient to confirm the identity of the
people receiving payments, whether the issue is ruling out namesakes or revealing the aggre-
gated amounts received by a single person, through the accumulation of different registered
plots. The only thing that can be learned is that there is a name registered according to the
programs’ rules of operation and that people under those names receive farm subsidies.

Beyond the registry issue, the subsidy programs have not internalized the concept and the goal
of open government in other operational areas, such as decision-making. Moreover, the study
found that the program procedures left room for the diversion of resources, including possible
corruption in the case of numerous public officials who may be illegally receiving farm subsi-
dies. While this study does not make legal judgements, it does show that there is evidence of
the possibility that hundreds of public officials are receiving subsidies as owners of farms and
are therefore involved in conflicts of interest.

In addition, we have presented enough evidence to show that state governments have openly
supported those who defend the clientelistic networks that have been built around ASERCA’s
programs. When the federal government opened up the public debate about Procampo’s future
and suggested the possibility of changing the payment amounts and the rules for their alloca-
tion, the state governments not only came out in opposition, they also gave political backing
to the interest groups that opposed any change because their subsidies would have been af-
fected. In itself, this does not constitute evidence of any illegality, but the state governments
clearly prefer the status quo, taking into account that some key state officials previously served
as leaders of the agribusiness groups that would be most affected by a farm subsidy policy
reform that would favor lower-income producers at the expense of the wealthiest producers.

Finally, we presented evidence showing that the means used so far by the state to correct or
modify flaws in the design or implementation of farm subsidy programs have been insuffi-
cient, some even useless, in spite of the series of evaluations that have recommended atten-
tion to these problems. This suggests that the diversion in these programs’ goals has, over the
years, served the state’s political interests. In other words, political stability in the Mexican
countryside has taken priority over the program’s initial (conflicting) goals.



In summary, the flaws in the definition of the problem that farm subsidy programs were sup-
posed to address not only facilitated the early capture of resources, but these program’s goals
were also diverted, converting them into an instrument used by the Mexican state to sustain its
political networks and base of support in the countryside. In the best case scenario, these resources
can be seen as having contributed to social peace and greater political stability and dialogue
with powerful agribusiness and peasant organizations. But they did not level the playing field
between farmers in Mexico, the United States and Canada. That goal fell by the wayside.
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