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I. BACKGROUND ON THE SUGAR INDUSTRY IN GUATEMALA

In the year 1600, production of raw sugar in America was the largest industry in the
world. Sugar production developed under the hacienda system and in the context of
restricted local markets.

In the 19th century, the cultivation of sugar for export was more fully developed. In
1945, Guatemala had 12 sugar mills. In the 1950s, there were no important technological
changes in sugar cultivation. The volumes of sugar being produced increased greatly in
1960.

During the 1960s, sugar prices rose on the international market. This price increase
stimulated production in Guatemala and led to the establishment of four mills. Some sugar
mills enjoyed efficient production, and competition led to increased production. The sugar
companies also established the Asociacion de Azucareros de Guatemala (ASAZGUA)
which coordinates, commercializes, and administrates the exportation of sugar cane.
ASAZGUA includes the participation of producers and company owners, who exercise
power in the industrial, economic and political spheres.

Sugar cultivation covered 130 hectares in 1992." Most of the crops belonged to
independent farmers, while the rest belonged to the mills themselves. As a result of the
increase in productivity, in 1999-2001 Guatemala was the seventh largest sugar exporter in
the world, and the third largest in Latin America, after Brazil and Cuba.? Table 1 shows
the dramatic growth of the Guatemalan sugar industry since the 1980s.

TABLE 1: GROWTH OF THE GUATEMALAN SUGAR INDUSTRY (1984/85 -

2002/03)
Mill Net production of sugar (thousands of Increase

quintals)
1984-85 2002-03 %

? 526 6000 1041
252 1240 392

ol 846 3834 353

] 817 3032 271

r 521 1923 269

] 472 1728 266
1090 3876 256
1150 3918 241
2021 6801 236
347 1081 212

' Sandra Herrera, Aziicar v Transformacién del Colonato como Prdetica Econdmica-Social y Referente
Identitario en Mozos de Rancherias de la Costa Sur de Guatemala, thesis, USAC (1999), 6-7.

2 Donald Mitchell, Sugar Policies: Opportunity for Change, World Bank Policy Research Working Paper
3222 (Feb 2004), 16.

* Centro Guatemalteco de Investigacion y Capacitacién de la Cafia de Aztcar (CENGICANA), Boletin
Estadistico, Afio 4(1), Dec 2003, 1.



Mill Net production of sugar (thousands of Increase
quintals)
1984-85 2002-03 Yo
408 1083 165
381 744 95
1481 2855 93
93 151 62
} 1034 1585 53
k. 35 45 29
A 0 - 1021 | e
TOTAL 11953 40917 242

Table 2 shows the constant increase in sugar production, due to the sector’s
dynamism and the demand of the international market. In the 1997-8 harvest, there was a
substantial increase in production due to the 9,746 metric ton increase in the US import

quota (for a new total of 63,440 metric tons).

TABLE 2: GROWTH OF THE SUGAR INDUSTRY, IN CULTIVATED

HECTARES!
HARVEST |AREA GROWTH MILLED CANE [ INCREASE
(HECTARES) |(HECTARES) (Tons)’ (Tons)
1990-91 120,000 10,798,824
1991-92 130,000 10,000 11,307,582 508,758
1992-93 135,000 5.000 11,434,157 126,575
1993.94 140,000 5.000 11,791,275 357,118
1994-95 150,000 10,000 14,039,754 2,248,479
1995-96 165,000 15,000 14,166,855 127,101
1996-97 167,702 2,702 16,079,064 1,912,209
1997-98 181,218 13,516 19,202,357 3,123,293
1998-99 180,000 1218 17,005,131 2,197,226
1999-00 180,000 0 15,585,827 -1,419,304
2000-01 179,471 -529 16,493 510 907,683
2001-02 185.000 5529 18,369,823 1,876,313
2002-03 187.000 2000 18,069,428 -300,395

Factors that contributed to the increased productivity during this period include:

A. Increasing agro industrial integration;

B. technological and administrative changes; and

C. changes in labor relations.’®

* Ibid, 2.

% “Ton’ refers to one cul ton of cane, which is 20 quintales.
® United Nations, Guatemala: Fl Rostro Rural del Desarrollo Humano (1999), 147-148,




IH. MODERNIZATION OF THE SUGAR INDUSTRY

The process of modernization was part of an attempt by the sugar industries to face
changes in the international market and local production conditions by increasing
efficiency and competitiveness.” In the early 1980s, changes were made in the i NN
mill,-the largest agro industrial sugar complex in Central America.

e . -

4.2« Increased Agro-Industrial Integration

Agricultural-industrial integration was necessary to guarantee the supply of cut cane
to sugar factories. During the harvest period, cutting activities should be coordinated to
supply the volume of cane needed by the industry. To ensure the correct sugar content of
the product, transportation and waiting times need to be reduced. Therefore, the integration
of the production, transportation, and exportation processes was imperative.® This
integration hasresulted in a complex agro-industrial system that tends to blur the line
between agriculture.and industry.

At the same time, reacting to the risk of price fluctuations on the international
market, the mills have diversified into other investment areas, including property, finance,
transportation, and energy.” They have shown a capacity to influence national policies, and
have increasing power in the country’s political structures.'” Similarly, the mills
strengthened their influence through a concentrated oligopoly structure. They concentrated
landholdings in the southern coast by buying or renting the lands of individual farmers.
They increased their control of cultivated cane from 20% before 1980 to 79% in 1996-97."
As a result of their influence, the mills could assign quotas in the domestic market,
according to their production capacities, and as an industry they could define and apply
commercial policies to face the international market.

2. Technological and Administrative Change

The most important technological changes included the introduction of more
productive cane varicties that matured earlier; new methods of cultivation, fertilization and
pest control; a new type of machete; technical organization of labor; mechanization of
loading; the introduction of new centrifuges; and other procedures to improve productivity
in extracting sucrose in the factory. In some mills, cane-cutting machines were introduced,
but generally the mechanization has not taken over given its high cost, the special
conditions necessary for the equipment to function, and the abundance of cheap labor.”

At the same time, administrative modernization was also introduced, based on
management methods inspired by a vision of quality control, computerized information,
and annual evaluations of the harvest in the company and industry.

" 1bid, 148.

® Ibid, 148.

* ‘Country Consolidates Lead in Sugar Production’, Newslink, available at www.newslink-miami.com.
'° United Nations, supran 6, 149,

' Ibid.

2 Manuel Pérez y L Pratt, Industria Azucarera en Guatemala: Andlisis de Sostenibilidad (1997), 4-5.
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The expansion and diversification of the sugar industry marked a process of
economic modernization for a region that covers almost all of the department of Escuintla,
and parts of the departments of Suchitepéquez, Retalhuleu and Santa Rosa, whose lands
are among the best in the country because of their geographic location. At the same time,
the region’s dependence on sugar and its susceptibility to changes in the international sugar
market makes it vulnerable to large-scale recessions.”” In addition, the concentration of the
industry in this area has environmental implications. The specialized and semi-permanent
crop creates a monoculture system that damages biodiversity and creates a perfect habitat
for disease. This leads to the excessive use of pesticides and fertilizers.'

3. Changes in Labor Relations

Changes in labor relations during the 1960s and 1980s were significant. In particular,
the repression of unionists greatly impacted labor relations. The development of the
Guatemalan union movement has been affected by the country’s political cycles. Serious
violations of workers’ rights have impeded the normal growth of the unions.

The example of the incidents at the SijiiillPmill illustrates the labor dynamics
between the 1960s and 1980s. In the 1970s, workers at the S mill worked in three
categories: permanent workers (‘rancheros’), who lived at the farms; temporary workers in
the region (“voluntarios’); and high plateau indigenous workers (‘cuadrilleros’), who wete
contracted by intermediaries.'”” Working conditions were different for each category. The
rancheros had a permanent place to live, earned wages during the entire year, and enjoyed
benefits such as vacations and social security. The voluntarios and cuadrilleros did not
receive any benefits, worked for only four or five months, and then went to find
employment at other farms.’® Given that it was possible to fire the voluntarios or refuse to
re-hire them, the farm owners tried to decrease the number of rancheros.

Meanwhile, the Union of Sugar Workers at the d MNP, 25 formed. In the
1970s, it was part of the Central Nacional de Trabajadores (‘CNT’)}, one of the founding
groups of the Federation of United Sugar Industry Workers (‘"FETULIA”). The union
received a lot of support from the workers,'” in their demands for salary increases, social
benefits, and better working conditions. During the 1970s, the union achieved
improvements for the rancheros, including free medicine, medical attention, rations of
corn, beans, salt and sugar, and school materials. The union’s actions culminated in a large
cane workers strike in February and March 1980, which included the participation of more
than 70,000 workers from the southern coast.'t During the strike, almost all of the mills

'* United Nations, supra n 6, 149,

" tbid, 150.

"> Comision para el Esclaracimiento Historico (CEH), Guatemala: Memoria Del Silencio, Anexa 1, Caso

Hustrative No 109 - Desaparicion Forzada de Miembros del Sindicato Azucarero Del Ingenio Pantaledn,

available at http://shr.aaas.org.

' Ihid.

:: For example, of the 500 rancheros that worked for Pantaledn, 318 were affiliated to the union: Ibid.
Ibid.



were occupied, and one worker died when a policeman shot him. The result of the strike
was a wage increase of | quetzal, bringing the new wage to 3.2 quetzales.

The employers’ response to the unions varied for some time. First, the employers
tried to weaken the unions by offering jobs and even houses to those who resigned from
the union.'” But, over time, the employers began to promote the repression of union
leaders and members.”® The employers accused the unionists of being guerrillas, and many
disappeared between 1980 and 1983.7" The few remaining leaders were afraid, and the
collective bargaining negotiations became difficult and drawn-out. Meanwhile, the number
of rancheros was decreasing and the owners of various farms made lists with the names of
people they considered problematic or conflictive, to avoid hiring them. After the
kidnappings and disappearances of union leaders in November 1983, an assembly of
unionists who were still active decided that the rest of the leaders should abandon the mill
because the risks were too great.”? In March 1984, without access to means of rc:paratior*;,23
all of the affiliates were fired or resigned. To ensure that they would not form new unions,
the management established a “solidarity” organization of workers. According to the
Commission for Historical Clarification, the repression of unionists and the denial of the
right to association in the Pantaleén mill illustrated the repression common in all southern
coast sugar mills.

The effects of these changes in labor relations continue today. Now, the salary
system has changed from a daily wage to a piecework wage. Furthermore, there is no
subcontracting system as before; now, contracting is direct between employers and
workers.” In the structure of the labor market, migration from the high plateau continued,
but the system now allows six-month contracts with migrant workers. As a result, seasonal
migration is very important for the sugar cane harvests; residents of almost all of the towns
in the center and south of Quiché and from Baja Verapaz supply the cane region.®® In
addition, the expulsion of workers living on the farms and the creation of large rural spaces
of homogeneous crops has led to an increase in urban marginality in small cities on the
southern coast.”’

It is still difficult to form unions, and there are few unionists at the mills. The only
sugar union is the union of workers at the Palo Gordo mill in San Antonio Suchitepéquez,
which is weak. This union has signed a collective bargaining agreement, but had to file a
complaint with the Labor Inspectorate of Mazatenango, because the employers have not

" Ibid.

* Ibid.

2 Including 14 members of the union feadership from the Palo Gordo and El Salto mills, 8 from the Madre
Tierra mill and 4 from Santa Ana: Ibid.

* Ihid.

2 The workers were never reinstated because the companies only had to argue that they were facing
bankruptcy and the court would decide in favor of the comapny, which would then become a new company:
Ibid.

* CEH, supran 15.

 United Nations, supra, n 6, 149,

% Asociacion para el Avance de las Ciencias Sociales en Guatemala (AVANCSO), Regiones y Zonas
Agrarias de Guatemala, Cuaderno de Investigacién No. 15 (20601), 79.

7 United Nations, supra n 6, 149,



complied with the conditions specified therein.”® It is almost impossible to form industrial
unions due to the legal requirement that the membership total 50% plus one of the workers

in the industry.”

Hi. LOCATION AND ORGANIZATION OF THE AGROINDUSTRY

The sugar industry is located in the southern coastal region of Guatemala, in the
departments of Escuintla, Suchitepéquez, Retalhuleu, Santa Rosa and the municipality of
Amatitlan in the department of Guatemala. The sugar sector in Guatemala consists of
mills affiliated to ASAZGUA, the institution that coordinates the strategic plan for the

industry, operating through three specialized organizations:

o n This is the loading terminal that guarantees the competitiveness
of Guatemala’s sugar on the international market, through the effective, efficient

and reliable management of sugar and its derivatives for export.
* This is the research center responsible for generating, adapting and
transferring quality technology for the sustainable development of the sugar

industry.

B This is the foundation in charge of designing and executing the

Social Corporate Responsibility strategy.”®
Composed of 4 commercializing

companies for the domestic sugar market. They have a system of warehouses all
over the country to ensure the distribution and sale of the different qualities and

types of sugar.”’
In 2004, there were 16 mills affiliated to ASAZGUA.*

The sugar sector has a General Assembly, with representation from each of
Guatemala’s mills (see Table 3).  According to CENGIC3ANA’S 1996-1997 report, the

general manager was

1. Sugar Exports

The area of planted cane took up 187,000 hectares during the 2002-2003 harvests and
produced almost 41 million quintals of sugar. Of this amount, 70% was exported and the

rest was consumed domestically (see Table 4).

*# Interviews, Federacion Campesina y Popular, Fedecampo, 2004,

* Labor Code, article 215(c); Peter Buzzanell & Assoc, Evaluation of Labor and Environmental Standards
and Costs for the Cane Sugar Industries of Guatemala, Brazil and Florida (2003) available at

www floridasugarime.com, 29.

0 ASAZGUA, Realidad del Aziicar en Guatemala (2003), 1.

3 pérez v Pratt, supran 12, 13.
32 See Appendix B. Note that the i liJlJJ#®mill stopped operating in October 2003: Interview,

Anonymous, ASAZGUA, May 12, 2004,
3 Herrera, supran 1, 42,
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TABLE 4: EXPORTS AND CONSUMPTION OF SUGAR IN GUATEMALA
(1990/91- 2001/02)*

SUGAR qq
HARVEST EXPORTED CONSUMED
1990-91 14,190,075 6,870,035
1991-92 15,816,038 7.400.066
1992-93 15,544,377 7,834,408
1993-94 16,204,118 8,343,683
1994-95 19,872,690 8,443,566
1995-96 19,582,209 8,582,555
1996-97 23,689,763 8,983,053
1997-98 28,936,000 9,464,000
1998-99 23,933,663 9,941,529
1999-00 26,223,892 10,328,662
2000-01 28,343,404 11,041,290
2001-02 29,023,005 11,979,220
Chart 1
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As shown in Chart 1, many of the countries that import Guatemalan sugar are
developing countries. This is consistent with a tendency in the world sugar market: the
developing countries are becoming increasingly important in sugar consumption and
- 35
imports.

34 CENGICANA, supran 3, 3.
* Mitchell, supran 2, 18.
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