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Research Note

“‘New Extractivism” in Mexico: Hope and
Deception
D. Lynn Holland

Abstract: This paper traces the evolution of mining law in Mexico, in-
cluding the most recent round of reform, and discusses the social and
environmental impacts of mining in the region of Soconusco in the state
of Chiapas. A set of mining reforms that passed between 2013 and 2014
provided the necessaty impetus for a rise in mining investments in Mexi-
co. These reforms have been couched in the language of “new extractiv-
ism.” In this approach favored by the left, extractivism is embraced as a
development strategy along with the goal of redistributing some of the
revenues to rural areas where these activities take place. In addition,
these communities are to be consulted on how the funds will be spent.
As fortunes have been made, however, the results have fallen short
where environmental protection and community support are concerned.
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“I am not blind to the unison of opinion, expressed by scientists
and experts, that Mexico will some day furnish the gold, silver and
copper of the world that will build the empires of tomorrow and
make future cities of the world veritable new Jerusalems.” — Cecil
Rhodes, mining magnate, nineteenth century (from T. W. Oster-
held 1916)

Over the last 15 years, Mexico has met with spectacular success as a
result of mining investments in that country. It now stands as the world’s
leading producer of silver and is ninth in the production of gold, tenth in
copper, and among the top 10 producers of zinc, lead, barite, gypsum,
molybdenum, and other metals (Morales 2017). According to the Mining
Chamber of Mexico, total investment in mining reached USD 5.2 billion
in 2015, a 5.1 percent increase over the 2014 amount. This marked a
decisive reversal in the downward trend of the two previous years (Ne-
gocios 2010).

These gains have been made possible in part through the develop-
ment of new technologies that have enabled companies to extract ap-
proximately twice as much gold and half again as much silver from Mex-
ico in the last 15 years as was extracted in the entire 300-year period of
colonialism (Tetreault 2015). The process has also been facilitated by a
series of structural reforms that began in the eatly 1990s, with the latest
round taking place between 2013 and 2014.

These reforms have been borne out through what is referred to as
the “new extractivism.” Extractivism itself is the process of removing
large quantities of natural resources and exporting them as raw material
rather than processed goods (Gudynas 2010). During the 1980s and
1990s, this was facilitated by neoliberal policies that gave more free reign
to the private sector by greatly reducing the role of the government in
state-owned enterprises and cutting regulations in support of labor and
environmental protection. As a result, capital flows were liberalized in
mining, gas, and oil and foreign access to natural resources in Mexico
surged.

While still out of power, leftist parties opposed these policies and
proposed instead to diversify the economy by linking existing extractive
industries to domestically owned processing companies. Yet once in
power, the left essentially embraced extractivism as a development strat-
egy while at the same time promising to apply some of the revenue from
extractive industries to public infrastructure and social programs, particu-
larly for those in rural areas where mining was taking place.

While the methods of accomplishing this broader distribution of
wealth have varied from one country to the next, they typically include
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new taxes and royalties on foreigh-owned companies that can then be
applied in part to poverty reduction programs. Those regions where
mining takes place are promised schools, clinics, roads, bridges, transpot-
tation systems, and environmental preservation projects. In addition,
arrangements are made to include the surrounding communities in deci-
sion making regarding these projects. In this way, investors continue to
make substantial profits while politicians are able to shore up support
among the poor and marginalized groups.

In Mexico, the idea of the new extractivism was adopted soon after
the traditionally socialist Institutional Revolutionary Party (PRI, Partido
Revolucionario Institucional) won the presidency with the election of
Enrique Pefa Nieto in 2012. This paper explores how two municipalities
in Chiapas have been affected by these reforms, including the federal
government’s commitment to include them in decisions about local
mining projects. The author visited two sites in Soconusco where anti-
mining protests have been taking place since 2015, when mining-related
contamination of the water supply was first discovered.

Early Mining Law

After Mexico’s Revolution of 1910, land and water rights were regarded
as non-commodities that were to remain under the auspices of the state.
A cooperative ¢ido system was established that allowed laborers to col-
lectively manage a larger portion of the country’s land, water, and other
resources while leaving another portion to the private sector. Article 74
of the constitution stated that land could not be transferred to third
parties and that land rights could not expire or be seized through an
injunction. Water rights were linked to agricultural property rights and as
such could not be bought, sold, rented, used on other lands, or used for
purposes other than those made explicit in the grant (Stoltenborg and
Boelens 2016).

In the 1930s, a series of left-wing reforms swept the country. Land
reform was undertaken and basic industries including oil and the rail-
roads were nationalized. With regard to mining, the government estab-
lished the Commission of Mining Promotion (FIFOMI, El Fideicomiso
de Fomento Minero) to promote mining while limiting the size of min-
ing concessions. Through further reform in 1961, all mining companies
in Mexico were required to be 51 percent owned by Mexican nationals
and the role of the federal government was increased. By the late 1970s,
the state owned approximately 15 percent of the country’s mining inter-
ests, while private Mexican capital controlled approximately 40 percent.
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Much of the remainder was in the hands of US companies (Tetreault
2014: 1-17).

From Debt Crisis to NAFTA

In 1982, falling oil prices, rising inflation, and other economic difficulties
forced the government to declare default on the national debt. In alarm,
international lenders appealed to the World Bank, the International
Monetary Fund (IMF), and the Inter-American Development Bank
(IDB) for help. These institutions rushed to offer international credit to
the Mexican government in return for passing a setries of neoliberal ad-
justments designed to open up the economy to greater foreign invest-
ment. Among these were the reduction of tariffs on imported machinery
and equipment, the elimination of taxes on exports of minerals, and the
repression of wage scales. They also included the privatization and dena-
tionalization of land and water, which could only be managed through
major reform of the existing mining, agricultural, and foreign investment
laws (Stoltenborg and Boelens 2010).

The period between 1988 and 1996 saw a great many new laws to
further open Mexican lands to foreign investment in mining and other
types of extraction. Publicly owned mineral reserves and mining compa-
nies were sold off, often at prices well below market value, and Article 6
of the 1992 Mining Law stated that mining activities “will be given pref-
erence over any other use or productive utilization of the land”
(Tetreault 2014). Article 27 of the constitution was revised to end the
post-revolutionary ¢ido system and allow the buying and selling of ¢ido
lands. Other laws provided greater freedom to mining companies in the
exploration and extraction of minerals and full foreign ownership of
resources with the simple establishment of a mailing address in Mexico.
The Foreign Investment Law of 1996 endowed foreign companies with
rights and privileges equal to those of Mexican companies. Mining con-
cession periods were extended from 25 to 50 years and taxes were re-
duced (Tetreault 2015).

Among the top beneficiaries of these policies are some of the rich-
est men in Mexico today: Jorge Larrea, whose son German Larrea, now
owner of mining firm Grupo Mexico, is the third richest man in the
country; Alberto Bailleres, owner of Industrias Pefioles and the second
richest man in Mexico; and Carlos Slim, owner of Minera Frisco and one
of the wealthiest men in the world. Among those paying the greatest
price are smallholders and cooperative farmers, including indigenous
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communities, as the federal government now has the authority to dispos-
sess them of their lands to allow mining (Tetreault 2014).

These reforms were followed by the North American Free Trade
Agreement (NAFTA), which opened 95 percent of tariff classifications
for Mexican mining products destined for the northern market and in-
cluded new fiscal and legal measures to promote further privatization
(Musik Asali 2015). Perhaps most importantly, NAFTA allowed private
companies to bypass national law should the terms of the agreement
come into question by taking the matter to the World Bank’s Interna-
tional Centre for the Settlement of Investment Disputes (ICSID). These
companies can also turn to this court to protect themselves from new
environmental laws or social security measures that adversely affect their
interests. At the same time, NAFTA denies this right to those communi-
ties dealing with forced evictions, contaminated land and water, and
intimidation and other injustices at the hands of mining proponents
(Stoltenborg and Boelens 2016).

By 1999, the granting of mining concessions no longer had to in-
clude public hearings. This has meant that those living at the proposed
mining sites have often remained uninformed about the prospects of
having a mine nearby. Furthermore, a mining concession could only be
fined but not cancelled as a result of environmental pollution it had
caused (Vargas-Hernandez 2006: 185-194). This last provision has been
especially detrimental in light of the increasing practice of open-pit min-
ing to extract gold and other minerals. This technique

completely destroys the land that contains minerals, leaving be-
hind gigantic craters and heaps of contaminated rubble that emit
toxins into the environment. Aside from aesthetic considerations,
this implies the loss of habitat for wildlife and, more important for
our analysis, deprives local communities of the use of the land for
agriculture, forestry, or other purposes. What is more, powerful
explosives are used in open-pit mining, meaning not only that
communities located near mining sites have to put up with a lot of
noise but that buildings may suffer structural damage. (Tetreault
2015)

The leaching process common to different types of mining is also highly
destructive. Here toxic chemicals such as cyanide, mercury, and arsenic
are used to separate minerals from ore. Waste rock is then stored in
tailings ponds where leach pads at the bottom may be subject to cracking
as a result of heavy rainfall or seismic activity. Chemicals can then be
leaked into ground water, rivers, and soil, posing a serious threat to local
residents and the surrounding environment. In addition, mines typically
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require massive quantities of water. This causes water scarcity and there-
by endangers agriculture, livestock, fish, and other wildlife that many
people in rural areas depend on to survive.

The Latest Round of Reform

Between 2012 and 2013, mining investment rates, which had been steadi-
ly rising, suddenly dropped by nearly USD 1.5 billion. This prompted a
new round of reforms after Mexico’s president Enrique Pefia Nieto
came to office in December 2012. Having adopted the strategy of new
extractivism, the administration established the Fund for Sustainable
Regional Development of States and Mining Municipalities, the stated
objective of which is “to raise the quality of life of the inhabitants in
mining areas.”! The reforms also included the passage of three new min-
ing fees, including a royalty of 7.5 percent on net mining profits. Of the
total amount collected through these three fees, 80 percent was to go
toward the financing of social development projects in the regions sur-
rounding the mines. Of this amount, 37.5 percent would go to states
where mining was taking place and 62.5 percent would go to the mining
municipalities (Gutiérrez Haces 2010).

Development committees have been established to manage the dis-
pensation of the funds. These committees include representatives of the
state, the municipalities where mines are located, the mining companies,
and indigenous or agrarian communities where mines are operating. The
funds can be allocated for social, environmental, and urban projects such
as the construction, remodeling, and equipping of schools; installation
and upkeep of roads; transportation; public lighting; landfills; water
treatment plants; public drainage; and solid waste management. They can
also be used for environmental purposes (Mwndo Minero 2017).

In fact, a 2014 amendment of federal law states that “mineral ex-
traction must be done carefully so that when it is depleted there is no
devastated land, no polluted water, no hazardous waste in high-risk sites
[...]” LXIII Legislatura 2016). As the name suggests, the Sustainable
Development Fund must address the concept of sustainable develop-
ment, which the General Law of Equilibrium and Protection of the En-
vironment describes as projects “based on appropriate measures that
preserve the ecological balance, protect the environment, and use natural
resources so as not to compromise the satisfaction of the needs of future
generations” (Mundo Minero 2017).

1 The fund was established in 2014 (Tetreault 2014).
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In the May 2015 issue of Negocios ProMexico put out by Mexico’s
Ministry of Economy, President Pefia Nieto’s photo appears on the
second page. In the message below the photo, he declares this to be
Mexico’s “positive moment,” with recent reforms “designed to increase
economic growth and improve the well-being of millions of Mexicans”
(Negocios, 1). Further into the magazine, an author desctribes how Mexi-
co’s new phase of mining modernization and investment promotion
includes the aim of “strengthening the south and west in relation to
mining activities” and “consolidating perspectives for social responsibil-
ity and sustainable development” (INegocios 11). In addition,

the new tax system will not only lead to a better distribution of
wealth, but also social participation in the decisions that determine
how that wealth is used. Therefore, it also provides an opportunity
to create channels of communication and joint work with busi-
nesses, communities, and local authorities, which can and should
be used to create better conditions for cooperation and growth.
(Negocios 13)

Negocios also raises the issue of environmental protection as a ptiority:

Protected areas are also part of a general policy for boosting sus-
tainable, environmentally friendly development. This implies har-
monious development that meets the needs of economic growth,
social development, respect and care for nature [...]. (Negocios 14)

In other sections of the magazine, the efforts of mining companies to
protect the environment are described. One has been “careful and re-
sponsible both to the environment and its human capital” and has “done
a good job with a focus on environmental preservation” (Negocios 24).
The company had improved the quality of drinking water near the min-
ing site and had built homes, churches, schools, and a new road. Another
company

respects and protects the environment and vulnerable species, as
well as areas of high biodiversity and places that have special so-
cial and cultural significance. The company is aware that this vi-
sion of its operations will continue to grow and benefit all stake-
holders, maintaining a positive balance between mining activities,
the community, and the environment. (Negocios 27)

On top of all this, Mexico’s General Directorate of Mining Regulation
“provides environmental advice to mining licensees, and gives notice of
the location of lots in protected natural areas” (INegocios 37).
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Yet another side of this new phase in Mexican mining development
is that of company security. Here Negocios describes a joint effort

being conducted between the authorities and businesses in order
to provide timely solutions for the problems the industry is facing.
The Ministry of Economy, through the General Coordination of
Mines, has created working groups comprising mining companies
and the Federal Police, which through the Gendarmerie is
strengthening the presence of security forces in each state to pro-
tect the productive sectors of the economy. (Negocios 14)

While it is stated that these armed forces will be protecting the mines,
there is no mention of who the enemy is. And, in carrying out their mis-
sion to defend the mines, the federal police are to join forces with the
mining companies, which will also benefit from the intelligence the po-
lice can provide.

A safety task force was formed between the authorities of the fed-
eral police and the mining companies. At the head of this effort is
the Gendarmerie Division, in coordination with the Investigation
Division and the Territorial Deployment Commission. The aim is
to use the available federal police force in four areas: on-site pres-
ence, intelligence, information sharing, and communication chan-
nels. (Negocios 14)

Mining in Chiapas

The latest round of mining law reform has stimulated new mining in-
vestment in the southern state of Chiapas. Our team traveled to the
southern region of Soconusco in November—December 2016 as part of a
joint delegation from the University of Denver and the Denver Justice
and Peace Committee of Denver, Colorado. Our visit to the two munic-
ipalities of Hscuintla and Acacoyagua revealed that the promise of envi-
ronmental protection is far from being fulfilled and that, for some com-
munities at least, the plan for community participation in decision mak-
ing about development funds has not been meaningful.

In planning for mining development, the Mexican Ministry of
Economy has carefully divided the state of Chiapas into seven districts
based on their potential for resource extraction. Minerals that have been
identified include gold, copper, lead, iron, zinc, titanium, limestone,
quartz, barite, zhanghengite, and amber. Non-metallic minerals such as
clay, sand, limestone, and sulfur have also been geographically mapped
(Burguete 2017). Mapped areas include the northeast region held largely
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by the Zapatista National Liberation Army (EZLN, Ejército Zapatista de
Liberacién Nacional), which has been designated for oil and other types
of exploration. The bulk of current concessions, however, are located
along the Pacific coast and Sierra Madre in the southern and western
areas of the state (Adwministrador Regeneracion 2015).

Map 1 shows the region of Soconusco, home to the communities of
Escuintla and Acacoyagua, where anti-mining protests are being carried
out.

Figure 1. Map Showing the Soconusco Region, Chiapas State, Where the
Communities of Escuintla and Acacoyagua Are Located

Vi

Source:  Soconusco, Wikipedia Contributors (2018), Wikipedia.

The map in Figure 2 shows mining and other concessions by municipali-
ty along with environmentally protected areas and mangrove forests. As
we can see, Soconusco and its surroundings make up the most intensive-
ly mined area in the state of Chiapas. We can also note that protected
areas overlap substantially with areas now under concession, including
areas with some of the highest concentrations of mining projects. In the
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eastern region of the state lies a large protected area, which appears to be
untouched by mining.

Figure 2. Map of Chiapas Mining Concessions by Municipality Showing
the Density of Concessions in the Southern Region of Soconusco

Fuentes: INEGI, CONABIO, Secretaria de

Mapas de las concesiones
en exploitacion por

municipio en Chiapas
Areas Naturales Protegidas
Concesiones en exploitacion por m

Source:  Reprinted with permission from Administrador Regeneracion (2015).
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Between 2000 and 2015, the Mexican government issued concessions for
a total of approximately 20 percent of the land in Chiapas to mining
companies for the purpose of extracting gold, silver, coppet, lead, zinc,
titanium, iron, and barite (Mariscal 2016). According to one report, of
the 99 active mining concessions granted by the federal government in
Chiapas in the first eight months of 2015, 44 were located in the south-
ern region of Soconusco. Of these, at least half are engaged in the extrac-
tion of titanium, which is used in many high-tech products such as cell-
phones, laptops, aircraft, medical supplies, and components of modern
architecture (Bassi 2015).

The Failures of New Extractivism

As we recall, the purpose of the Sustainable Regional Development
Fund is to “raise the quality of life of the inhabitants in mining areas.”
Land is not to be devastated, water is to remain unpolluted, and ecologi-
cal balance and the needs of future generations are to be safeguarded.
Our tour in Soconusco revealed not only a stark failure to achieve these
goals but also hostility towards those who have sought to make the
problem of contamination known.

Escuintla and Acacoyagua are situated near two titanium mines, one
of which is the Casas Viejas owned by El Puntal. The two major rivers in
the region from which residents get their drinking water are now so
contaminated we were warned not to even touch the water. The fish
stock in these rivers and nearby streams has declined drastically, and
those fish that survive are often severely deformed. With the help of two
local medical professionals, the residents have established that the cancer
death rate in the area rose from 7 percent in 2005 to 22 percent in 2015.
The cases include stomach, testiculat, and especially liver cancer and are
occurring with high frequency in children and young adults. Local doctor
Juan Velasquez attributes this and skin rashes resulting from bathing in
the rivers to the release of toxic and radioactive particles integral to the
mining process, such as thorium and silicon (Mandujano 2016).

In fact, the Chiapan government undertook its own evaluation of
Casas Viejas and, contrary to the company’s own impact assessment,
declared that the mine would “cause irreversible damage to the environ-
ment.” The findings have, however, been ignored by the federal gov-
ernment (ICD 2015).

During our team’s visit to Soconusco, residents also spoke of the
decline of fishing and farming as livelithoods and how this has led some,
especially among the youth, to turn to illegal drug dealing as a way to
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survive. Again and again we heard how begging and crime were on the
rise. Some people were giving up, often selling their property to the min-
ing company and moving away.

Those who had remained came together with Tonald and other
neighboring municipalities in August 2015 and, through a general assem-
bly of some 300 representatives, declared themselves “mining free”
communities. With this move, they joined over 2,000 other communities
throughout the country that had made the same declaration. Since then,
residents and local officials have carried out numerous public demonstra-
tions to get their point across, including blocking the passage of mining
machinery along roads to the mines.

Having joined together as the Popular Front in Defense of the So-
conusco (FPDS), Escuintla and Acacoyagua are demanding the closure
of Casas Viejas and 13 other concessions in the area. These include at
least one in the Encrucijada Biosphere Reserve on the coast, an area
known for its complex ecosystems, mature mangrove forests, and hun-
dreds of species of mammals, birds, reptiles, and amphibians. The FPDS
holds that the mining company has failed to take necessary measures to
protect the environment and the health of the residents, and that there
has been no open discussion of the legal and technological aspects of
Casas Vigjas that included community input. The residents’ goals go
beyond just local concerns. Along with many other communities and
organizations throughout Mexico, they are calling for a “refounding” of
the country to reconsider the role of mining in development and the
prevalence of large-scale commercial projects in Mexico (Red Mexicana
2015).

Remarkably, the FPDS has succeeded in temporarily shutting down
three mines in the area pending investigation by the Chiapan govern-
ment. The companies and their supporters are fighting back, however.
Activists in the FPDS have related that a few area residents had been
paid by a mining company to oppose the assemblies and the protests,
distribute false information, and spy on activists. A number of FPDS
members have been the victims of intimidation and harassment as well.
As residents explained to us, the companies follow a strategy of divide
and conquer through the buying of support, blackmail, and other kinds
of pressure.

For the anti-mining residents of Acacoyagua and Escuintla, the goal
is clear: clean water and lands free of contamination, an ecological bal-
ance that includes an abundance of healthy fish and wildlife, safe grazing
for their animals, and a safe future for their children. This is no more, in
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fact, than the promises made by the proponents of Mexico’s new extrac-
tivism.

Conclusion

From this brief study of mining and its impacts in Soconusco, Chiapas, it
is evident that Mexico’s “positive moment” of reform — its own expres-
sion of new extractivism — is not delivering on the promises made to the
rural people whom the Fund for Sustainable Development was supposed
to benefit. These include maintaining a clean, healthy environment
around mining sites that will satisfy the needs of future generations.
Instead, drinking water in local communities has become undrinkable
and no one can safely bathe in or even come into contact with it. The
poisoning of the water along with the loss of fish has forced many out of
farming and fishing, both of which are traditional livelihoods in the area.
While a few are able to get jobs in tourism, others are turning in despera-
tion to the sale of illegal drugs.

New extractivism has also failed to bring the two communities dis-
cussed here together with officials and business interests to make critical
decisions about development in the area. Of course, one could argue that
the negotiating system was never designed to allow the communities to
reject mining projects outright. It was only designed to allow them repre-
sentation in determining how fund money would be spent once the con-
cessions had been granted. Rather than be shut out, however, the resi-
dents here have opted at some risk to use social protest to make their
decisions known. In the process, they have become increasingly politi-
cized at the national level.

A final observation here has to do with the role of the EZLN. The
map of mining concessions shows that the eastern portion of the state of
Chiapas, much of which is under the control of the EZLN, has been less
affected by mining than areas in the south and west, most of which are
not under EZLN control. Also noteworthy is the existence of a large
protected natural area within EZLN territory that, unlike the Encrucijada
Biosphere Reserve in Soconusco, appears to be free of mining. The in-
digenous rural base of the EZLN, while divided at times, has tended to
favor protecting the natural environment over large-scale commercial
development and the opening of new landholdings in the forests and
reserves. This is but one example of the central role indigenous groups
are playing in the fight against extractivism, not only in Mexico but
throughout the western hemisphere. Being among the first to suffer the
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harms of mining, indigenous groups have become the front line in a
struggle which will likely affect us all in time.
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La Esperanza y el Engafio del “Nuevo Extractivismo”

Resumen: Este articulo describe la evolucion de la ley minera en Méxi-
co, incluyendo la serie de reformas mas reciente, y discute los impactos
sociales y ambientales de la minerfa en la regién de Soconusco en el esta-
do de Chiapas. Un conjunto de reformas mineras que pasaron entre 2013
y 2014 dio el impulso necesario para un aumento de las inversiones mi-
neras en México. Estas reformas se han expresado en el lenguaje del
“Nuevo Extractivismo”. En este enfoque favorecido por la izquierda, el
extractivismo es abrazado como una estrategia de desarrollo, junto con el
objetivo de redistribuir parte de los ingresos a las areas rurales donde
estas actividades tienen lugar. Ademas, estas comunidades deben ser
consultadas sobre como se gastaran los fondos. A medida que se hacen
las fortunas, los resultados han fracasado en lo que respecta a la protec-
cién del medio ambiente y las necesidades de las comunidades.
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