
HW for 3/24 or 3/26 – Intro to Oligopoly   AP Micro / Ms. Person 

Please read the three attached articles. Write a one‐page typed reflection on ONE of the following two topics. Use 
evidence from the articles, your knowledge of economics, your book, etc.: 

1. Support or refute this prompt: Drug cartels more closely resemble Amazon than Pfizer.  
OR 

2. Analyze the market structure for each of the following goods. Be sure to support your reasoning with evidence.  
a. Marijuana 
b. Heroin 
c. Limes 

 

How does a drug cartel become a lime cartel? 
 
By Omar García-Ponce and Andrés Lajous  
May 20, 2014, The Washington Post Blog 
 
The following is a guest post from political 
scientist Omar García-Ponce of New York 
University, and sociologist Andrés Lajous of Princeton 
University. 

In the western state of Michoacán, Mexico, 
groups of civilians have formed “self-defense” 
militias with the aim of kicking out one of the 
bloodiest drug cartels: “The Knights 
Templars.” The Templarios, as they are known 
in Mexico, are not a typical drug-trafficking 
organization. They are a mafia in a more 
traditional sense. They sell protection services, 
are involved in corruption rackets, and have 
been able to set up a fully functioning system 
of extortion, looting, and illegal taxation.  

Violence and extortion are longstanding 
problems in Michoacán, but it was not 
until early 2013 that civilians decided to take 
up arms to defend themselves. Why did they 
rebel against the Templarios? The leaders of 
the self-defense groups have provided two 
different explanations. The first one, given by 
the leader of the rural town of Tepalcatepec, is 
that the Templarios crossed a line when they 
started to kidnap their women and children in 
groups in order to rape them. The second 
explanation, given by the leader of Buenavista 
— the town where the vigilante movement 

began — is that the Templarios moved from 
illegally taxing agricultural output to actually 
exerting direct control over agricultural 
production. In a recent interview published in 
the Mexican magazine Nexos, the founder of 
the self-defense groups explains: 

[The Templarios] started to take over lime 
farms, many times illegally, without papers, or 
buying them with drug-trafficking money, and 
in numerous occasions at the price they would 
set: ‘I will give this much for your land, and if 
you don’t accept it, I will pass the money to 
your widow’. Then, they started regulating the 
lime-picking season: you couldn’t pick limes 
certain days of the week [and] packing 
companies would only receive limes from 
farms owned [or controlled] by the Templarios. 

In retrospect, it is not surprising to find news 
reports about the extortion of lime producers 
by drug cartels. For example, in April last year, 
13 lime producers and pickers were killed after 
asking government authorities to 
improve security conditions in lime growing 
areas. They accused theTemplarios of closing 
packing plants and some lime farms, which, 
according to the press at the time, resulted in 
higher lime prices. 

To better understand why violence has 
escalated in Michoacán, it is important to 
consider the agricultural boom that the region 
has experienced in recent years. The chart 



below shows that the production values for 
export crops such as lime, avocado, and 
strawberry, have grown strikingly in 
Michoacán (based on data from Mexico’s 
Ministry of Agriculture). This increase is 
mostly due to exports to the U.S. In the case of 
lime, the production value nearly doubled 
between 2003 and 2011, but it fell by 30 
percent (in real terms) between 2011 and 2012. 

 

Data: Mexico’s Ministry of Agriculture; Figure: Omar García 
Ponce and Andrés Lajous/The Monkey Cage 

The following map shows strawberry (in pink), 
avocado (in blue), and lime (in green) growing 
towns in the sate of Michoacán. This set of 
towns accounts for about 95 percent of the 
2012 production of each crop in the state. Note 
that crop production is geographically 
concentrated in clusters of towns that do not 
overlap with each other, and lime production 
comes from only six contiguous towns: 
Aguililla, Apatzingán, Buenavista, Múgica, 
Parácuaro, and Tepalcatepec. Two out of every 
10 limes produced in Mexico come from this 
area. 

 

Data: Mexico’s Ministry of Agriculture; Figure: Omar García 
Ponce and Andrés Lajous/The Monkey Cage 

At first glance, the geographic distribution of 
agricultural production in Michoacán suggests 
that the lime region is relatively easier to 
“control,” at least in tactical terms. It is a 
compact area, composed mostly of flatlands 
known as the “Hot Land.” In contrast, the 
avocado region is far larger and mountainous, 
creating a territorial divide in the state; the 
strawberry-growing areas are dispersed in 
three sub-regions in the northern side of the 
state. 

Coincidentally, the two towns where the self-
defense groups began are Buenavista and 
Tepalcatepec, the first and sixth largest lime 
producers in the region. The self-defense 
groups expanded rapidly to neighboring towns, 
and finally reached Apatzingán, 
the Templarios’ stronghold and the region’s 
biggest and most important town. 

Why did the Templarios try to directly control 
lime production if they could simply continue 
extorting farmers? Why did they make this 
move in lime-producing towns but not in 
strawberry and avocado regions? One possible 
answer relates to the sudden increase in lime 
production in Michoacán. According 
to Mexico’s Ministry of Agriculture, all lime-
producing towns in the state experienced a 
significant increase in production volume over 
2003-2012. In the case of Apatzingán, the 
trend stagnated for about three years, but it 
increased sharply again in 2011. 

 

Data: Mexico’s Ministry of Agriculture; Figure: Omar García 
Ponce and Andrés Lajous/The Monkey Cage 



The sharp increase in production seems to have 
had an impact on prices. As shown below, the 
price paid to lime producers in Michoacán 
dropped dramatically from 2011 to 2012 (as 
reported by Mexico’s Ministry of Agriculture). 
In the town of Tepalcatepec it fell by more than 
40 percent in real terms. 

 

Data: Mexico’s Ministry of Agriculture; Figure: Omar García 
Ponce and Andrés Lajous/The Monkey Cage 

This information helps understand the story 
told by self-defense groups about 
the Templarios trying to control the regional 

supply of lime. The story could go as follows. 
Once the lime price fell between 2011 and 2012, 
the Templarios tried to regulate the regional 
market by directly controlling the supply, 
instead of just illegally taxing farmers. This 
encouraged lime farmers, whose incomes had 
fallen abruptly, to arm themselves and confront 
the Templarios. This was not the case in the 
avocado and strawberry regions, where 
producer prices remained stable or kept 
growing. So it makes sense that when the self-
defense groups entered Apatzingán, the first 
decision was to set a new lime price in the local 
market. 

In brief, the Templarios are not only a drug-
trafficking cartel, or at least not a conventional 
one. They have attempted to become a cartel in 
the larger sense of the term by controlling the 
regional lime market. This does not imply that 
the clash between Templarios and self-defense 
groups is merely a land dispute. The fight over 
the lime price in Michoacán has triggered a 
broader phenomenon of armed conflict in the 
context of Mexico’s drug war, presumably 
making margaritas more expensive in the 
United States. 

   



Marijuana Legalization Sparks Heroin, Meth 
Trade Increase with Mexican Cartels 
By McCarton Ackerman 01/14/15, The Fix.com 
With legalization spreading across the U.S., cartels are ramping up shipments of 
harder drugs. 

 
Shutterstock 
The full-on, or quasi-legalization, of marijuana in 23 
states and Washington, D.C., has indirectly 
sparked a radical shift in drugs entering the country 
from Mexico, with cartel members now pushing 
more heroin and meth than ever across the border. 

The latest drug seizure statistics show that while 
the amount of pot seized by U.S. federal state and 
local officers along the border with Mexico has 
dropped by 37% since 2011, heroin seizures rose 
to nearly 2,181 kilograms last year, nearly tripling 
the amount confiscated at the border in 2009. 
Separate statistics from the Drug Enforcement 
Administration show that 90% of the meth on U.S. 
streets was cooked in Mexico. Approximately 
15,803 kilograms of meth was seized last year by 
border control officials, up from 3,076 kilograms in 
2009. 

“Criminal organizations are no longer going for bulk 
marijuana,” said Sidney Aki, the U.S. Customs and 
Border Protection Port Director at a crossing just 
south of San Diego. “Hard drugs are the growing 
trend, and they’re profitable in small amounts.” Aki 
also cited that heroin and meth are also far easier 
to hide and transport than marijuana. 

That doesn’t mean the cartels are completely 
abandoning marijuana. Commercial trucks full of 
cannabis are still sent across the border, while drug 
mules attempt to hike into the Arizona wilderness 
with 50-pound backpacks full of pot. However, drug 
farmers in the Sierra Madre have admitted that they 
can barely make any money planting pot these 
days. 

American interest in Mexican cocaine has also 
dwindled. U.S. agents confiscated 11,917 
kilograms of cocaine along the Mexico border, 
down from 27,444 kilos in 2011. Although there is 
still somewhat of a demand for the drug, it’s far 
pricier to make it in Mexico and is a riskier 
operation for cartels because it must first be 
smuggled from South America. 

The cartels are hoping that their push for 
transporting heroin across the border will affect the 
more than 10 million Americans who abuse 
prescription painkillers. As the federal government 
has cracked down on prescription opiates and the 
prices for OxyContin and Percocet have surged, 
more pain-pill abusers are switching to heroin for a 
cheaper high. A hit of heroin can cost as little as 
$10 on the streets, compared to up to $80 per pill 
for Oxycodone. 

 



Drug War: When a ‘Cartel’ Reall In’t
 Marc Lace

Septemer 21, 2009 10:20 am

Mexico’s drug cartels are many things: murderous, dangerous and
remarkably effective at smuggling huge quantities of illegal drugs into the
United States. But are they really cartels?

Cartels are organizations that control prices and production. They often
divide territories, rig bids and engage in other collusive acts. On the
international relations front, the Organization of the Petroleum Exporting
Countries is the most famous example.

Mexico’s drug cartels grab far more headlines than OPEC these days, with
their bloody executions, their buying off of police officers and politicians, and
their roles as global producers and suppliers of heroin, methamphetamine and
marijuana and as traffickers of cocaine.

Much of the carnage in Mexico, it turns out, is evidence that these so
called cartels are not really cartels, in an economic sense of the word.
Whatever cooperation these cartels once had has now largely broken down.
Inter and intracartel violence is responsible for the vast majority of the drug
related murders in the country, law enforcement officials in Mexico and the
United States maintain.

Pick a violent city in Mexico, whether it is Ciudad Juárez or Tijuana or
Culiacán, and there is inevitably one cartel battling another for control of the
“plaza,” which is the local term for turf or trafficking route. In many cases,
cartels have split, with rivals battling for control. Each of them is made up
differently, experts say, some with semiindependent cells and others with top
down leadership structures.

http://economix.blogs.nytimes.com/author/marc-lacey/
http://topics.nytimes.com/topics/reference/timestopics/organizations/o/organization_of_petroleum_exporting_countries/index.html
http://www.nytimes.com/


Some of those following Mexico’s cartels — which include the Tijuana
Cartel, the Sinaloa Cartel, the Gulf Cartel and the Beltran Leyva Cartel, among
others — have begun acknowledging that the cartels are something else
entirely.

“The term drug cartel is inaccurate and improperly used by media, based
exclusively on strict economic fundamental theory,’’ Rodolfo SosaGarcia, a
Mexican economist at Galilei Consulting, wrote me recently. He urged
reporters to pick a more accurate term, like “narcoproducer,’’ which he said
would prompt governments and international financial institutions to follow
suit.

The Congressional Research Service, in a report on Mexico released last
week in Washington, remarked: “The term drug cartel remains the term used
colloquially and in the press, but some experts disagree with this because
‘cartel’ often refers to pricesetting groups and it is not clear that Mexican drug
cartels are setting illegal drug prices.’’

Most trace the use of the term to Colombia, where the two main drug
cartels were named after the cities in which they operated, Cali and Medellin.

George W. Grayson, a professor at the College of William & Mary in
Virginia who follows Mexico’s drug war, said the term made some sense in
Mexico in the 1970s when Miguel Ángel Félix Gallardo, who was known as The
Godfather, ruled the drug world in the Mexican state of Sinaloa, without
considerable opposition. Mr. Félix Gallardo was jailed in 1989 and he began
doling out his turf from behind bars, resulting in a fragmentation in what had
been a cohesive cartel.

Comments are no longer being accepted.
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