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Tortilla blues
Feb 1st 2007 | MEXICO CITY 
From The Economist print edition

A hard lesson in pocketbook politics

THEY are eaten folded in tacos, fried in flautas, or rolled in enchiladas. And when there is nothing to 
wrap them around, they are eaten plain. They are Mexicans' daily bread. So when a shortage of white 
maize caused the price of a kilo of tortillas to double to eight pesos ($0.75 cents) or more in late 
December, that became the first big political headache for Felipe Calderón, Mexico's new president.

Nearly all Mexican tortillas are made of home-grown white maize, rather than the yellow variety that is 
more common in the United States. The growing popularity of subsidised ethanol across the border has 
prompted the price of yellow corn, quoted in Chicago, to rise by over 50% since October. So industrial 
users of imported yellow corn in Mexico (for animal feed and syrup) started buying white maize instead.

The government was slow to react. The tariff on imported maize is not due to disappear under the North
American Free Trade Agreement until next year. But the government could have blunted the price rise 
by waiving the tariff or moving quickly to expand the tariff-free quota, says Luis de la Calle, a former 
trade official. 

Mr Calderón did raise import quotas on January 18th, and agreed a voluntary price-cap with the biggest
tortilla makers. But the political damage had already been done, and the price cap does not cover the 
small-scale tortilla makers patronised by many poorer Mexicans. 

The opposition has seized on the issue. Supporters of Andrés Manuel López Obrador, narrowly defeated
by Mr Calderón in last year's presidential election, joined a protest march on January 31st. Mario Alberto
di Costanzo, an adviser to Mr López Obrador, wants the government to subsidise tortillas; he blames
monopolistic importers for the price rise.

A previous government withdrew the subsidy on tortillas because it was indiscriminate. Officials point 
out that the higher price is good news for the rural poor, who grow maize. 

Mexico's Federal Competition Commission is investigating the import and distribution of maize. But
Eduardo Pérez Motta, the commission's president, says he thinks that import quotas rather than
monopolies are to blame for the price spike. In other words, contrary to Mr López Obrador's claims,
Mexicans would benefit from free trade in maize.

With other food prices rising too, the annual rate of inflation has edged up to over 4%, constraining the 
scope for interest-rate cuts. If tortilla prices stay high, the government may have to find other ways to 
help the poorest consumers. Few things are more politically damaging in Mexico than pain at the taco 
stand. 


