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LCOMGIIC NEVELO™ENT O GUATM
TNTROCUCTION

Afms and Orjects of th's evory

The obloct of this renort Is to cxamine Guatcmala's ciperience

concorning acondwic developmont during thc ueriod between the world
prosperity of 1)25-29 and tnco . yoars 1945-L9, and %o cce whether any

4
conclusions can bo drwvm from bidsc aincericnce to ngsist in solving the

countryfs futurc groblums.

Tht revort 1s divided into four churters. Tiie first containg a
sumary of the conclusione drawr from the rate of developmunt observed
during the sceond guavter of tiv's contury and nrecenbs, in general
probloms confront g the country in incriasing its rtc of

terms,

develoyment. Chapters two and “hroe deal, i e , respectively
with the specific probloss of wroductive efiiciency ord the future
provision of forcign cxen

and last chapter a

zequiring caplt~l goods. The fourth

o cxpaunsion of the country's

diffcrent cconomic S
The problems of the walin ecornonic cetivitics heve been discussed

3

in relation to any | wivich they moy orovide

in asscssing the cuuniry's ccononle deviologment. For this reason,
cllvsions to many wili b scatbtered ond the discusrion of thom will be
far from cxhoustive.

T,

The lack of ral

&

has beon one of the greates

difficultics in moliing Hie s beun nocessary to usc
sories woich do not

coricerned. They have

may not show the intonsity 7 de at least slve o fodrly true picture

of the direction of

LN}

Llcs, it hus also boen ncecessary

Beecause of the

/ﬁo gloss over



_:/ C Y ,:’,-J)/A.ddoh
Pare h
to zloss over events botween the 'thirties and tle 'forties up to 1944,

However, the omiboicn of this in-bobtwaon

nob so Important, since

the report concetbrates on long=tera tronds vhich are cleorly shown by

comnaring the firct and loct five years of the pordlod under roviaw.
Finally, it shvld bo stated that in order to keep within the

beunds of the preseat report no mention ling been made of social and

political factors. These vrobuably inflasnced the cconomic precess in

sny other Lotin American coiutry.

e - ~ AT . A
uctonnlo mere strongly thon in

oy

Develomaent

This report shows thot between the pericds from 1925-29

1945-49. Guateamalats coconony exXponded vory slowly. In fact, agricultural

production apnears to have incroonsed oy 28.1 per cent ~nd industrial

productiom by £0.6 poer cent. Scrvicus ~ both public and vrivate -
probobly increascd more ropddly than industrisl production. Nevertheless,
the fact thnt the torws of trode deteriorstod by ~pproximately 30 per

cnt, while tre populati

m incrensed o 37.7 por cent, offsct the
oxpansion of local activities to such on cxtent thot the real income
per capita in the wvesrs 1745-49 should hrve been the same or lower than

in 1925-29.

Judging by certin available i

iy

aavion, the developnent
of Guotenmalan cconunyy durirg the first cunrtoer of this century wa

probably nore rapid thon Jfron 1925 up to the rresent date, but slower

thon during the last quortor of thoe last contury. It would appenr, then,
thot over the

venrs, the country's national real
X 3

incene dncreas g rate.

o

casons for tle Slow Hete of Jeenoide Development

’")

1

ing, per ceapita real dncome in the long run changes

Mo rsqre T e
aeneraliy

malinly as o Dunection of the of capitel ~aveila®le por person and

the productivity of that ca itc

Aveilable ceanty, iloads to the conclusion
.

thet the »roscnt avoiliabl

por persen in Guotemnla is probably
lower thoan in 1925-29.

Guotya

~la is a cou arcely vroduces any nanufactured
capital g cds. Recuircuents of this noture arc net by purchases abracd.

/The irort

;
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The import of capitrl goods in 1925-29 recched an annual average of 4.6
million quetzals }/ (at,1937 prices). During ke 1930-36 period, it
fluctuated arcund on averoge of 1.6 millions, ond in 1941-44 at around
2.1 milliuns.tOnly during twe periods in thoe last quarter of the
century wore more capital goods Inported than during 1925-29. The
first was 1937-39, when the cveraze reached 5.3 millions, and the
sccond wos in 19L45-49, which morked o rate of 6.5 million a year. In
1925-29 the annual  addition to the population was 33,400 inhabitants,
that is, for each rew inhabitont the stock of dmported capital goods
(onitting roplaconents) was increased by the sum of 137.7 quetzals.
During the 1945-49 period, when the population increased by 40,000

porsong o yeor, the sddition wos 1624 quetzals, which was insufficicnt

o

to offsct the deficite in other years.

The aecunuiation of canitel of Llocal origin rerrescented by poods
such as weraanent crops, hords of livestnack, dwellings ond highways,
did not vary in the same way ns inported capital goods, nor did it,
os comparcd with the 1925-29 perind, decrcase as iauch during 1930-49.

There scenis 1o hnve ben a decline not only in the amunt of
capit ]l per pers:on, bubt 2lse in its productivity in teras of real
incunie. The average nroductivity »f crpital can be neastred bv the
net  velue (ot ¢ nstrut wrices) of the zoods obtained r by the value
cf real ine me gencrotod. Inoon oconony where f;rcién trode rlays a

usaally coincide brth in the net value

sce ndary volo,
and in the velue of incuiie generated, but where foreign trede is

imncrtent, whercas the net  vnlue inerernses, the real ine me noy drop,
tis

n in the terms of tr-de. This was the casc in

due tH deteriors
Guatenala. As nonuf2cturing, transports and production of energy
devaloped nore rapidly than egriculture, the nct  wvalue rosc in

rclation to the capital invested, but os the teras of trade deteriorated,

. T 2/
there was 2 drop in real ince me genercuod por unit of copital.~

l/ Onc quetzal cquals cne U.3. dollar.
2/ The det

crisrebion in the terms of trade thus ‘rnercases the minimum
volume of copital needed to produce o given volue of real income, so

that it not only aggravates the oroblem of cavital Tormation on the
side of availability of foreign exchange, but 2lso on the side of the
productivity of capital,

/the amount
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The amount of corital rer porson wrebiily fell, becruse there were

no factors to arcrurase 1te accumulatlon.

The ~mnuol crofits,

. '

gxcept in tlhie casc ol irvestments which are not necessarily influenced

by considerations of costs ond prices. The Level »f profits, in turn,

denends upon efle rd. fmong obher factors, offective demand
changes as & result of: l) Torelgn brnde; 2) Governmont expenditure

3) the introducti n of tochnicnl improvenents L) the redistributi-n of
incvme in fovour of the lower irncome brackebs; ond 5) the increase in
the population. Conezquently, the directisn ond intensity of the cffect
of cach of thesc facturs should be studied,

1. Forcign Trade. Cuatomnla's most dmportent s urce of real domand is

in the past. The country's

<
'
.

foreign trade or, ot least, this wos o

period of most rasid which scoums to have been the

final guorter of the lo cntury, colincided with timt covering th
most rapid cuonnsion demand for Guatemalan

1 by

cnifoe incrcased, the incoie of the povulation iIncreascd nnd cven though

oart of this inc =ie wos chieonpelled towards imvorts, r paid out for
L 3 A

scrvices abroad, anobhior part rod country, stimulating the
production of posds for the local market. fs will be scen laber on, it
[ 3

wns precisaly trode thot the first

rufacturing industrios «t railwarys and public

m:

utilities were bullt,

"

Far the incertivoe S mnrkets abroed te be tronsformed

into eypmnsi-n of the locnl anrkit. it is not sufficient for the value

increnoe, ~n incrossc wmay be offsct by a decline

! S

1 thelr purchusing vower due to deteriorati n in the terms of trodes

during tro¢ pericd under review.

T Guatuanlats exports (ot 1937

is was vreclscly what
‘rom 1925=29 > 19,5-L9

nrices). ryse by 24.9 per cent, but from 1629 £o 1944, ihis fluctuated

around an ennual sverare widch was lower thon tant of the proesperous years
L the "twentloes.
£t the boginning o the wo

fell frm an averange -f 16.9 millisn quctznls (ot 1937 prices) in 1925-29,

“S

1d crisis in 1929 <*he volume of cxports

to 12.7 million in 1933, this yeor marking the begining of the slight

/rccavury in
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reccovery in the 'thirties. The volume of ims.rts fell mure sharply during
the same period but d-moestic cconomic adjustment was so rapid  thot by
1934 the country was ~lrecdy sccumulating forcign exchansge again, and did
not cxpericnce any important deficit in its balnice of payments until
19h8.l/ The experiencc of those yecars suggests that, in order teo maintain
the equilibrium of the real income, it was not sufficient wmerely to
eliminate the deficit in its balance of payments, but that it was also
indispensable to kcep up the high level of exports.

The deterioration in the terms of trade during the 'thirties
aggravated the reduction in the volume of oxpofts; the capacity to
import, that is, the internstionnl purchasing power of exports, declined
in 1937 to 2 level 55 per cent lower than thoat of the 1925-29 five-year
period, and between 1929 -nd 1944 it rencined at a level 42 per cent
lower in relation to the filve yenrs mentioned. It is theorefore cleor
that foreign trade not only cecased to stimulate domestic demand, and
conseguently, accumulation of capital, but 2lso acted as 2o brake on
develomment (see Table 1 =nd Chaorts I,IT end III).

2. Govermment Exvenditure. Govermment cxnenditure constitutes a very

importont incentive to local demond and, like foreign trade, is independent
of that demand.

At the beginning of the w:rld crisis in 1929, it was thought in
Guntemala that n budget deficit must be avoided at all costs, this belief
being in fact almost universally accepted at thet time. In accordance with
this prirnciple, when fiscel income, derived :mninly from taxes on imports
and exports, began to declinc. expenses were reduced in proportion. These
dropped from 13.4 million quetzals in 1925-29 to 9,2 nillion in the
following five years, thsat is, by 32 per cent. Goverrment cxpenditure
only reached tihe pre-crisis level again in the 1942-43 fiscal year, but
as the level of prices wos higher in 19/2-43 than in 1925-29, there was
no real recovery to the original level, which wos only exceeded in the

1945-49 period,

}/ The exchange rate romnined n 2 poar with the dQllar throughout the
pericd.
/ Table 1.
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Table 1. Guatemala: Population end Foreirn Trode, 1925-1949

s e e et

Fopu~  ILxports Inports Prices Terms Capacity Imports of
- letion ifillions Iiillions = of to import canital goods
tears Thous=  of quet- of quet- Exports Imports trade iillions Mw?llons of
?ggsbif zals at zedls at 1937 = 100 1937= ofmquet— quetzalg at
ténts 1937 wri- 1937 100 zals %ﬁ 1937 orices
ces prices 1937 prices

ERRY, o/ o o/ o/ o/

179.0  107.7 166.2 27,9

1925 1856 16,8 16.1 3.0
1926 1919 15.7 12,9 1£6,2  103,0 180.8 234 L.1
1927 1952 18.7 0.6 160.0 100.2 185,6 34.6 Loy
1928 1956 16.1 25,6 178.4 8.8 180.6 29,1 6.2
1929 2020 17.1 2L.7 145. 102,83  1L2.4 240 5.5
1930 2051, eoe - cee e ere . ..
1931 2088 13.4 15.3 114.1 87.5  130.4, 17.5 1.8
1932 2123 15.3 10.L 70,5 71.3 93.9 15.1 1.0
1933 2158 12.7 10,9 2.6 70,4 103.1 13.0 1.0
1934 2194 16.0 12.7 93,8 8.7 119.2 19.0 1.5
1935 2230 14.2 13.7 88.2 58.6 99.5 1.2 1.9
1936 2267 18.0 5.0 85,0 90,3 93,6 16.9 2.5
1937 2301 17.9 20.9 ~0,0  100.,0  100.0 17.9 2.0
1938 2341 18,9 21.3 97.0 97.5 99.5 18.8 5.7
1939 2378 13.2 20.9 103.7 97.L  106.5 19.3 5,2
1940 2L15 16,1 18,2 L7 86.9 86.0 13.8 3.2
1941 2453 15.8 12,8 92,2 89,5 103.0 16.3 2.6
1942 2401 17.2 1440 116.3 97. 119.8 20.7 1.2
1943 2530 15.8 15.2 121.6  12%5.0 97.3 5.l 1. 6
1944 2569 17.3 17,4 130.4  13¢.1  100.2 17.3 2.1
1945 2608 - 20.9 190 1404 122.5 106.0 22.1 3,9
1946 2648 20.1 7 3 178.0 145,99  122.0 4 5 L8
1947 2688 23.5 ELR 216.5 123,1 113 8.1 7.2
1948 2728 21.0 39,2 225.,1  195.9 114.9 2hel 8.1
1949 21769 19.5 4@.2 257.2  190.7  134.9 26,4 8.3

Sources: g/ The population data were obfained by adapting a narabola of the
census firures for 1921, 1940 and 1950, The official figure for
1940 was corrected in accordasnce with the nercentage which,
according to the Diieccidn de Sstadistica. was added Lo the Census

resvlt of that ear,

b/ Crleculations of the Cramission based on Customs figures. These

fisures COIJ*’R 4n ervor, vecause banaras are undervalued.

/ Calculation of the CO”HWS>IOH on the basis of official data.

-
)
¥al
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It is gener~lly considercd that Gevermaent expenditure only cncourages

demand to the degree thnt it cxceceds lncone from tnxation ond therefore
18 Lo resort to credit expriision, and that o devressive cffect is
achicved =5 o surplus is ccewnulated, Nevertheless, it is possible thet
a simple reduction in the budget, although balanced, may have a
restrictive cffec¢t, since it cannot necessarily be exrqected that
reductior of taxes by one ocuctzal will induce the privete sector of
the economy to incrcase its cxpenses by one gquetzal, nor is it likely
that the increase in taxes by one quetzal will be followed by an
equivalent decline in private expenditure., For thesce reasons, the nost
significant fact was the reduction of Government expenditure which had
nore serious conseguences whon acconponied by slight surpluses.

Although Goverrmient oxpouditurce probebly did not exert any
expansive effects wntil 194445, 1t aust ot be forgotten thut the
Govermment did allow, throuzh tariffs ~nd ixport restrictions on certain
goods, domestic production of such orticles to expand by taking advantage
of the existing local nariicts. Wherc the substitution rrocess did not
affect the competitive positicn of wxportrble products bty forcing then
to compete with the Jocal o of nroduction, it wrovided an incentive
for the development of econonic activity os a2 whole. However, this
incentive appcars to have been insufficient to neutralize the
nciture.

restrictive effect of the reduction in exp

=
iy

3. The Intrcduction of Tschnical Imgrovanonts. Technical improvements,

that is, changes in production methods wihich peruit a reduction in

costs, play a very import-nt role in countrics producing their own
caepital goonds, If o mmufacturer incrsases tiie nroduction of 2 specific
article, reducing costs by introducing better technique, this will,

in turn cause weaployment of soue of the productive foctors or, at
least . a decline in the real ircoue of guch labour. On the other hand,

the fall in pricc which acconponies the lucrease in production would mean
an increase in real incoac for the comsuicrs of the article, and this
increase would offset the lose civericnced by the Alsnlaced workers.

Conscquently, general Jemand woold not vary. Lowever, generally speaking,
the introduction of tecunical improvencnts will increase the production

/ or capital goods,
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in those for export 2ud in those designed to revlace laports.=

Technic~l improvements do not scen to have been an Important incentive
t

o the country's econonic developnent in the lost twenty-five years.

ct+

Ay

ricicney of coffee production

e

ccording to available information, the of
o)

=

s vyractically the same os it was 25 years ago. In the case of bronanas,

t

s rossibly loss, becausce the appearance of the discascs known as

foie

I,J-

Panoma disense and "Sizatoka" obliged farmers bto withdraw to centres of
production farther away from the shipping ports, while new and costly
control systens had to be used to prevent or to combat these diseascs.
levertheless, thesc crops hod zome success as a cubstitute for the
imported rroduct.

The nost notable increase in cfficlency in Guatenmalan econony during
the perliod under review, hns been caused by the uechonisation of treonsport.
Its developnent was rcconpauied by a2 considersple duncrease in ilports of
equimment for petrolewm rnd ite derivetives. It is »ossible that this may
have increased the denand for dadestic nroducts, but it should also be
rencabered that it tonded to reduce the surpluscs or increanse the
deficit in the balonce of nayients. and this latteor ceffect may have
offsct the former,

L. Redistribution of Income. & redistribution of income in Tavour of the

lower income bracizets mey have lanortant stimuloting ceffects.

Generally. in Judging the economic effects of o redistribution of
income. preferential attcation is usually given to the depressive effect
which it may have on savings. Actually, econonisis do not agree as to

whot constitutos the ulating effect of o redictribution of income. Some

believe thot whatcver Llevel of dncome moy be, the morginal propensity
to consume is the same, and others belicve that it is greater as the
level of dncone is lower. If the opirion of the former is correct, thmthe

e
redistributlon would have no stimulating effocts,

1/ The section on "Sreeding up of the acecmmulation process" shows that
the intreduction of tochnical izvrovements is Importont in any
activity, but not necessarily 2s an incentive.

/In the case of
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an dmportant

source of supply, not only ig it necogsnry Lo know whether the marginal

9
—
»
o+
-
<
ct

4
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5
P
Ll
jny
i
b
o+

nropensity to coensuac is dilferor he propoensity
to dmnort is diffcrent. Veory pessibly the lower income trockets in
o

vvey B K L - R O S Ty -2 -
Guatonnla, in vicw of thelr very low level of incovie, hove a higher

maprginal propensiby to consure than the average pepulation as a whole,

o

and n lower morginal vreopensity to dlmpert. From this it may be inforred
thot most probably a redistribution 5f incone in favour of the lower income
brackets would hove a net stimnlating cffect.

dhen the world depression brovgnt about deflation in 1929, there was
no uvneiployuent in the country, and therclore the income of the lower
group was reduced less thon the total notional dncane. It can be
proved thot there was o redistribation by observing the rapidity at
vhich the wvolume of irports was adjusted to thu avellable forcig

crchanse,

Noturally, the stinulating effcct of the redistribution wos very
wenk, ~nd acted only os a shock-absorber for the effects of the

in

Tacronra 4 e T Oreteran e gl Y apra AT i
5. Incrense in popuwlotion., In Uurbeanlo, vwhere o lorge part of the

population cone oI mopulntion causes
on expansion in derord wolch coan we rct wecruse of loast o pert of that

Ty S oy X I I e e -
ber g own radimontary nethiods,

populotion i

the goods wh

olso Lringe with it o greater

. - . - 2. s, . 1 .
exporsion of imrorts thon exverts, iie o pe
R . N B MU O el JUS s T T SO o o Yy
neutralised by the contracting offcct of e loss of forelgn cxchonge,
1 LI KN Ve ey ~ Fali¢ e ey e e o LI
but since iz o dorge povrt oF ih conowes few dnmported

rroducts, this coensidercticn is not vory imnortont,

Lative widerstanding of the

. o~ e . S | - .
It is nobv pessicle to roogh a

vich must fave cn oxorcised br the increase in

production such asg nalze, boeans and the construction of dwellings
However, when it is reunembered thot during the reried under revicew the

? N (o
/)oaulauﬁon
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population increascd by morc thon 700,000 persons (37.7 por cent),

here seers little dovbt tant tids offect nust nnve been of some
importance.

Tha Acceleration in the Frocess of Accumle ulon

Taking oll the factors mentined os a whole, it scems evident that
the slowness of Gtiie develowsent nrocess lay in the abscnce of elements
woich could cause accuauvlation of canitnl ot an accclercted rate.
Actunlly the only factor which scems to have had a nermanent ond
important stimulating cffect, ot lenast until the beginning of thie war,
was the growth of vopulation and, as a result, the rate of copital
formation was very slow.

The foct that during a given oneriod here was o coubination of all

the frevors providing ircentives ior dcvoloynunt doce net rican that the
rate of canitnl Joraation counld be inercesced Lo any oxbtent. There is
a linit beyond wiich such an .reroase aight rosult in scrious econoric

.

distortions, widch would later reduce the rote of nsion or prevent

it in the cense of not wroduct thie saxiium of rmocial welfare. The

presentation of those orobless is Justificd by the country's interest
in prosoting developnent,

The nost serious and frecuent gener~l disteortions are inflatin

and deficit in the balance of noymcits. The classic nethod of avolding

A

these recommonds that the volume of ivnvestients once full caoloyment is
cchicved. does not cxcecd the voluie of voluntary savings ond thet

since the growth of

[N
<
L]
t
3 B
2
ci-
g
C
—
£
o
G
o]
}._J
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1

C

exports increacc

rise to a grester porcentunl inecreasce of imnorts. The

=i

o reduction in the cocefficiocnt of imports as an

alterrative to an expansion of cxports.

The volume of savii mder full casloynent nay be too snall to

pernit ~ccunulation of canital

2 much sreater rate than that of the
incresse in tnic pmopulation. This 1s probably the casc in Guatcnnla in

view of thc low level of incorc. Any attowt to accelercte the rote by

neans of onctary eipension bring about the distortions mentioned.
Consequently, any policy of ccononic devolement would be favoured by an

increase of voluntory sovi this should be one of the

/objoctivcs of
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iiterest on savings

codn tyrne ond

consuaption. Anv
in which =roduces tris eme result con therefore rescrible

a1 et of saving. There is o certoin vype of investrient - such rs

excinnge avoellable for

tiic necessary conditins wre being created for o new oct of
cortions, or ot lcast, with less scrious distortions
than those wedeh mdsnt oceur 1P suchr conditions were not created.

H s 3 T (PR F Rt S R 1 T B L e e o
It is worth illustrating this rith o {fow cxomnles.

Should the Guataalon Gover decide to caryry ovt o great

highway comstruction onrosrorie over o relobively shert oseriod,
LT othur public worlds »ro_w or rrivote investments,

T L T PR Y Tt
OITLY &Ve TO ot

119 % e i e e ey A A -
TS TeCCs3nry 1oI'lin eXcnlillre,

bub aleo a grentor muiber of worizcrs and anployucs than those

1

"z 1irour by vaying hisher wasces

Lhan Lnose worund, on thie once hinnd, couse o groster

- .

;00de or om vhe oovher, Zower of thosc poods which thet

doinnd for
labour producced.

constructizn pro romc could be co-

res acsined to dmprove oroductive

. Ea e . SIS . a N B e Yy oy A - 3 -~
cfficierncy so for as lnbour is conccrned, thore would e less donger

Coffce is another very clenr cxamle of this, The wages which the

v

coffee irdustry can may, cven ov tic relatively hish wrdice levels at

cffects nisht occur even when State cxpenditure is financed
witn Toxes, since . increose of toxes by o given sun would couse

a legser reduction in consump Crpensese loreover, the restrictive
¢ ,

bt
L]
=

:

ffect of an increase in toxos on consuaption misht be QW'ﬁrclv
noutralised 1f the srivete scehtor of cconony ano s Lo cnsure Lnot
bank credit is ircreaced a2t thc saae time,

/m“%ﬂtlufmn%
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rresent in force, are low in comparison with those which could be paid

i

by several other actlviiies which the country is in o position to develop

in the near future. If those cctiviiies expand morce ropidly than the

porulation, they would coupcte for and ebsorb the labour rcouired by
coffee, This, unless this industry Improves its methods of rnroduction,
or ig rcorganised so that it will depend less on the labour market for
its Jabour regulrcments, U will encouriter incrcasing cogt difficultics,

witn thie result that the coantry will face greater difficulties as
rcegards the baluice of payments. There 1s reason to belicve that the
difficuitics in larvesting the 1945-49 and 1949-50 coffce crops were
nrrtly due to labour shortage arising oub of abgorption of this kind by
other actlvitics.

It has olrendy been indicrted thet in order to further its development
Guatimnla also needs grenter cumntitics of Dorcign cxchange for the
purchase of equipmcnt.;/A

The fifures in Tablce 1 show that tle per capito capacity to import ot
eresent varics orsund an avorose of ten guctzals (2t 1937 prices); for
a country which hns to Import practically «11 its equiiment. this sum is
tho 1ow to allow o high rote of nccunulati-n of copital,

The country's smell copreifty to import suggests tuat it is uscless

to rely on o change in Lhe composition of dmports in favour of capital

goeds as the gole solution Lo the problem of avallability of foreign

exchange. That is why the dncrensc in exports merits preferentinl attention
in any development prosreamme. However, it appeors that the short-bterm

[0 4

possibilitics in this dircctlon are not very oncocuraging. Therefore,

forcign capital will have to iy wn dmhortrnt role din the country's

cconomic develooment 1f a decidedly more ropid rote of cxpansion is desired.
Pk

Accunulation of Carital 2nd

1 1 :

An attempt has been made cbove to show tint the fundaiental problems

of Guatemnln's develc acier eonditions of full amployment, lie

in dwproviag productive conditions, that is, in reducing real wroduction

costs, porticularly in terms of L-bovr, and in incroasing the capacity

to dmport. Thesc probleomws cre dealt with morce fully in chepters two and

}/ It should be rememboered thot the emount of equisment neceded to keep all
the population cmployed increarcs as o result of introducing imnroved
production methods.

‘ /three.
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rophic growih ond the redistribution of income, will

hove o positive and sbiuulating effcct but that Governmen

d by the change

1t activities In relntion to

cerivim in the country's econaonic

development .

tobe iatcry
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clopnont presents o very important
problen.

cnpital is held exclusively by

Zg distributed among
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those activivics which offcr tho wmost fovourcile combination of sccurlty

N

v decides the priority for each industry

investment, therc is not likely to ve o clear view permitiing thesc to

L

be distrivuted in such a woay 28 to produce the maximua of real incone,

t

his is cxplained by the fzet thot Gowvermror

cre influenced
ruch by socinl ond politiool alc by coonaniic considersti ns znd bocavse

the reliati ivobage voes of mony oublic investacnts

pe)

cannot nd oroducticn. It is {herefore nccessory

e
o find o critcerion whi

different investnent
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Perhaps one of tire nost diffis vroblesns in distributing

n choosing between those of
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-
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investrents which generally

a soclial nﬂ,ur« such as the tuilding of hosgpitals and the execution of

7
/sanitary works,
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sanitary works, end tiosc which are strictly cconomic. To lay too much
t

stress solely on one group may retard the process of economic development.

For example, a ranid increase in investments wiich pursue such
commendale aims as a decrease in the death rate and wiich do not
reduce “he birth rate pari passu, in the long run accentuate the
problem of shortage of casital.

To o certain extent, btie lsck of these distributive criteria makes
it necessary. 1f not essential, To draw uvp economic cdevelomient programmes
for a given werilod, including &ll t+res of invesiment. The most
important objective of an economic developaent plan is to ascertain and
select whicl: activities snovid be develoned Tirst and to what extent,
However avnert from being a =rozramme. the plan 1s a pdrocess permitting
observation o the mutual i1 fluences of its develoonent on thie economy
as a whole and vice-versa in crder “hat ils course and intensity may
be modified to meet evar-cienging circunstances.

. "

he Law waich founcded Gurtemaleo'ls Institubo de Fomento de la

Produccién (Production Develozment Institute) stiopulates that this.
institutien should draw up this »lan, but cnly in relation to the activities
witlch i1t will develop itself. exéluding wncse in the hends of regular
Government institutions. J[ctually, one of the [ieids where technical
assis-once seems most iecassary 1s in fixing a scale of priorities for

its investment srogramac.

izh are being carried out in co-
overalbion with the Interrational Eank ore undoubtedly an important step

in solving the problem.
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THS 120BLED O

Efficiency in Jdgriculiure

I
IR

One of the most imporia: haracteristics of the gresent use
of land in Guetennla lies grect cuantity of labour which has to be
used.

Table 2. Guatemala: Sstisave of th

Volute of FProduction and Utilisation

m
of .gricultural Land,

Lveraze for 1945-1948,

a
Proauc+30n —

Yield

Area under Cultivation

Product metric cuintals metfigwazﬁntal 1000 hectares Percent of
rer hectare the total

Coffee 565,700 - 136,5 b/ 25,6
linize 2,319,400 11.4 c/ 218 23/ L6.5
Wheat 158.£11 7.k 1.5 3/ L.0
Sugar cane 5,918,000 O 3 é/ 1.9
Rice 90,000 17.6 4/ 5,14/ 1.0
Beans 270,000 9.0 T/ 30.0 @/ 5.6
Brnanas 3,528,000 28.9 g/ 5.0
Other crops 53.6 g 10.0
Total under

cultivation 530, 1 100.0

Pastures and
meadows

Total area
exploited

Sources: a/

See notes for Table 10

Coffee—””01¢n” revort on Guatemala.
Guatenala 1948,
Yleld based oun

rroduectin

1,350.0 b/

08,1

i

Oficina del Carfé

’

and sowing data publiished in the
dstadistica.

February 1946 Pullietin of “he Direccidn General de

d/ Dorived frou: data on sroductin and yield.

e uLlCU¢aied according to data by .. Ovelle, Industrial Revport

on Guatenala, Inter-imerican Development Couaission, 1944.

f/ Lverage yvield 1637-1940.

o/ "ienort presented to the Conference of Commissions of Inter-
american Development Commission of Guatemala', Inter~'merican
Development Commission, “Jashington D.C., page 10,

h/ On the basis of one animal per one and a half hectares.,

/ Tt is estimated,
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It iq estimated, for example that in 1940 each person en‘azed in
agricultufe in Brazil worked 1.99 hectares, end in Mexico 2.5 hectares,
In Chile, in 1936, each person employed worked 2.34 hectares, and in the
United States in 1939, 12.8 hectareswl Apparently, in Guatemala each
person gainfully employed in agriculture worlked less than half a hectare.
Although these fizures should be accepted with reservations, they do
indicate the large amount of labour used in Guatemalan agricilture.

Of all the crops in the countiry, coffee is, perhaps, the one which
requires most labour. It is estimated that about 33 man-days are uéed to
produce a metric quintal of processed coffee. lalze requires about ten
days and wheat approximately six.g/ The speed of the country's economic
develoument is seriously hampered by the fact that its most iImportant
source of foreign excharnge is an activity absorbing so much labour. At
present prices of about 66 quetzals per metric quintal of unprocessed
coffee, and supposing that labour is the only nroduction cost. the
maximum which could be paid ver man-day in this activity would be
approximately 2,0 quetzals, or almost double tiiat which is actually paid
if wages in kind are als> talken into account.

Coffee wages necessarily have an influence on the genercl level of
agricultural waces in the country, and to a lesser degree. on wages in other
activities. If the amount which ftihis activity can nay puts a ceiling on the
general wage level, there is no doubt that while it remains in its present
predominant position, and present methods are used. the country will have
to be content with a low standard of wages and of living.g-Although it is
difficult to mechanise coffee growing, there do seem to be possibilities of
reducing the consumption of labour »er quintal. One of these would he to
reduce the tilling operations and another to increase the unit yiélds per

hectare, It is known, for exanple, that »runing absorbs a good part of the

}/ See Document E/CN.12/164, Appendix B, uage 54

g/ A metric quintal of maize reguires almost 5 days in Mexico (Jalisco),

3.5 days in Chile and 0.47 days in the United States. A metric cuintal of
wheat in the worst regions of liexico required 6.5 days; in Chile, an

average of 2.1 and in the United States, 0.36 days. See "Agricultural
Development in Chile " Document E/Cit.12/16L, Appendix C, page 112, The figures
on Guatemala for the three products mentioned are calculated on the basis of
average yields and normal labour requirements of each of the tilling
operations at present followed,

3/ Tt sh-uld be noted that in view of the composition of ages of the Guatemalan
population the number of persons gainfully employed must be low in relation
to the total. so that to produce a given income per ca>ita, productivity per
person employed and therefore his wage must be higher than if the population

/were older, /total labour.,
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total labour. Nevertheless, it is difficult for the coffee tree to
form its hydro-carbides, and therefore it should not be pruned.i In
El Salvador, where pruning is done solely for cleansing purposes, only
about a third of the lghour rer cuintal used in Guatemala is omployed.
Guatemnlan yields per hectare sown with coffee are among the lowest
in Central Mmerica. fSxverts from the Instituto Macional de .igricultura
de Guatemala (Iational ’giicultural Institute of Guatemala) estimate
that the vields per hectare could be increased from two to five times by
replacing low yield surubs with high yield ones and increasing the
nunber of shrubs ser hectare. It can be sesen from the figures in Table 3
that the number of trees mer hectare in Guatemala is zbout 33 per cent
lower thin in the otlier coffee-growing countries.

Table 3. Guatemalas Coucarative field of C:oifee by Tree and by Hoctare

Yield per tree Number of trees Yield per hec-
grammes ner hectare tare in metric
cuintals
Guatemala_g/ Shl, 1,008 5.48
%1 Salvador b/ 4,60 1,706 7.85
Costa Rica o/ 363 1,52} 5.53
Colombia d/~ L55 1,605 7.30

Source: Based on information contained in The ¥orld Coffee Industry, a
areliminary study by the Special Comnaission for the Inter~imerican
Coffee Board, ilarch 1947, Chapter V, (mimeographed).

Note: The firures in tho table suggest that there could heve been an inverse
correlation between the numbocr of coffee trees ner hectare and the
vield per tree, If this were thie case the greater yield ner hectare
could only be achieved if the nunber of trees oer hectare were
increased with trees of greater yield.

é/ Data for the 1942-L3 harvest; according to other data. the yields per
hectare wuld not be so uigh,
b/ Data for the 1940 harvest
¢/, Yield per tree in 1944-45 and number of trees per hectare in 1935
d/ Data for the 1944 harvest.,

It is obvious, therefore, that no relicnce should be placed on an

increase in yields as the only solution to the vroblem of labour required

}/ Based on this idea, the Instituto Interamericano de igricultura de
Turrialba, (Inter-American .gricultural Institute of Turrialba), Costa
Rica. is carrying out an exrcerimental projramme on the effects of pruning.

/for the production
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for the producti-n of coffee, The effect of an Increase in yield on
the amount of labour employed depends on how it is distributed over the
different +illing owerations. It is estimated, for example, that 65
ner cent of the lobour is used in operations prior to the harvest and
35 per cent for the harvesting and ;rocessingrl

Sunposing that the amount >f labour required in the operations
orior to the harvest were rot affected by the improved yields, only
simple arithmetic is reguired to show that it wourld be necessary to
cuadruple these in order to reduce the number of man~days ner quintal
by one nhalf,

It was mentioned earlier that maize another of the pillars of
Guatemalan agriculture, also counsumes a large qguantity of labour. Since
the unit value of maize is low in comparison with that of coffee the
nroolen is even more seri-us., In iact, a% current srices for this
wreduct within the country which‘vary at around 3.00 quetzals per metric
cuintal, and once meore supposing tnot lab ur is the only cost daily
wazes could not rise much abuve 80 cuetzal cents. which is their present
level,

The great wess of maize »roduction is at wresent obtained from
very hilly lands where there is a system of very small holdings. These
two conditions combinred meke it difficult to consider mechanising this
crop, rortunately, Guaatemala seems to be in a position to move the
ceographic centre of its maize belt towards the racific Coast, where

[}

yields are greater 3/ and mechanisation is Zossi

5

ble. According to a very

conservative estimate, same 900,000 metric cuintals could be produced in

0o
that region. 2 Actually, 60,000 hectares in tlist area would be sufficient
to nroduce nractically all the maize at present produced in 250,000

hectares. The high yields and the —ossibility of mechanising would

}/ The World Coffee Indusiry, op. cit. page 311, On page 312 it is indicated
that the figures for Guatemala seem Lo represent an esteote using the best
methods. and not the real situation. If this is the case then the
proportion of labour used for the harvest would be greater,

g/ Yields in <that region. without using selected seeds, are as high as in the
United States and Argentinac

2/ Juan F. Rothe:"La decanizacidn agricola estado actual en Guatemala,

Perspectivaes”, "Il mes econtmico y financiero" V»ol. ITT. Wo. 10,
Guatemala, October 1949 »age 10.

/substantially reduce
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substontially reduce -~rodietisn cosbs. e corany has produced ab a cost

of 2.2 o and arother at 1.54. while i tie

1/

Lfficiency in uAG_USG of Tand zad 1o of Lgrarian leferm

Up to this roint, only “he orove efficiency in berms of
Jabour conémnption ras been mentloned, but the dmorovement in bterms of
land is also essentinl. sirce the country does not iave olenty of
acricultural land, a2s will be siovm below.

The territory of Guotennls has an arsa of 10,9 million hectires,
wiich may be gro.ped in nire different azricultural rezlons, the orea
of which is suown in Toule L

R o . a
Table 4o Guobenol-:  rer of the roriculiur 1 replons.— /

fercentag
Lotal ¢

Region

1., Petén and Caribbean Lowla.ds
2, Central Hignl&nds
3, Cuchumataues Faramo and
wountaln pealks 142.3
Lo South Zastern valleys, plrins
and mourt"ins 1,L90.4
5. Cobrn ond Zopna fHdena hills and
valleys 620.0
6, ‘lestern Huehvetenrngo hills ~nd
valleys 158.3
7. Unper Pacific Piedaont L2l.7
8, Lower Pacific -iedmont 371.5
9. tacific Coastal Tlain 673,11

Total

sl

Source: 5.0, llighee. The .griculiur-l ne ions of Guatemalas The Geographical
review Vol. 37. 0.2 A?Tll 1947, pagégﬂl77~ 201, cited b L .
Suslow, scects of Soci l Re?ero in Guatemola, 1944~19L9 Colgate
University, TToa Studics llamiiton, . 1iew Yorl, 194

g/ By agriculiural regiommnl is Jeant 1ile

N

noture. ond includes bot]

oo \/_L o

~nd non~oxplolited areas,
/
It hes beon estiaated oot of thie country's total arca anout LA

2l 1-nd
e A .

cnihs 20 —ercent or the agriculbural

per cent  that is, 4.9 million nechares. would be aoricult

the arzoe under cultivotion renres

)

1/ Jusn F. Robhe, ov. cit. rege 1.

solal, ond
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no morc than
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the land ot wresent uider cultivation above all

“lands. are rnindly Forest londs and their incororation
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actually worked - 1ld be aoout

secris Lo be less on 40 wer cert of ithe world average estiunted at 1.42

hecrtares. nd 7 / ser cent less thion thot for South .merica  estimated at
t
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The roner:l short e of Foran Land is o1l thoe ore ccute becouse
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of the reogresiic distrobubtion of “.o coyul-tion, «ich is concertrited

a to *he
;y the Commigzlons
Guatenala,

sige o1 ol
ter=lmorican
3 and Lilcnra
g/ gxclﬂ’|Wf czricvitural arces wiolel oy oxist in sehbén territory.
3/ See Table 2.
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Log Jltos reglon only incresased by 11 per cent. This is dmwort nit, becouse

sone obsorvers ;o,wl‘ulo“ is reluctant to
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Teble 5. Guotemnla: iovements of the Population of Los iltos Region

ures from tha 1921 Census = 100

Fig

1250

Region of los Altos 111
Chimaltenango 134
Solola 79
Totonicapén 102
Quetzaltenango a/ 111
San ifarcos g/ 108
Huchuetenango a/ 128
Quiche a/ 116
Rest of thes country 153
Total for thc couniry 140

a/ uxcluglng ‘rop these desarimentc the population corresponding
the following municipalities:

uetzal enango: Coatepeque, Colomba, sl Falmar, Le Zsperanza,
Costa Cucej San ilarcos: Fié de la Cuestu, Huevo rrogreso,
Tumbador, ul deGO R lacatén, Cotarina, ayutla, EL Cuetzal,
‘La Reforma. aJuylta, Ocds San Peblo; Huchuetenango: San
Mateo I:xtan, Santa Cruz Barillas, Santa FEulalia, San Antonio
Huista, San Sebastifn, Nentén and Quiche: Cunén, San Juan
Cotzol, Hebaj, San lNiguel Uspantan, CheJul.

It is not possible to determine from the information available
what vroportion of the land in the Los wltos region 1s agricultural.
Jccording to -ne author, the region iz formed of rocky mountoin osaks,
covered with pines and evcrgreen onks, b eroded ravines, by cxhausted
hills and by terraces ond river valleyé.; From direct observation,
it is possible to estimate thaot the agricultural part of this region
does not exceed 25 wer cent of its *“olal area. Since approximately 80
per cent of its population lives by farming, the mmount of farm lan
per family of five peoule would be about 2.5 hectares. Son estimates
indicate that the minimua farming land required in this region for the
independent support of a family, =t the vnresent low stand-rds of
living, is thrce hectares. 2 The present yields of mailze, the most
important crop .n the region vory at around 10 guintals ver hectare,

so that three hectares, would ot best jproduce o zross income of 200

3

1/ Leo .. Suslow. op. ¢it. pas

2/ Hi E.C. op. cit. pag &
_/ Higbee, C. op. cit. page 178 /quetzals a year,
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guetzals a year. It ds thorciore 4iffic it bo see how 2 family of
farmers, vhich did not receive income froam sources other than their own
farm, could exist in a mininum of comfort with an arca of less than
ten hectares, ;

Prescenting the problem in these aparoximate quantitative terms,
there would be o surplus of some 90,000 families of the total of
130,000 which inhabit the region. This surnlus would have to emizrate
cither to other famming regions or to non~agricultural anployment,

The country has three regions where farming might be developed:
1) The Petén and the Caribbean Lowlands, which are olmost uninhobited,
covered with jungle and with no communications; 2) the Zona Reinn. where
conditions are similar to 1); and 3) the Pacific Coastal Regional (Coastal

and Piedmont according to its lecal MuAbS) which are alinost incorporated
into the life of the country from the woint of view of transport, but
tiich recuire forest clearance work, resulation of the river beds.

irri ation and sanitary orojects. These zre the most fertile soils in
Guntemalz, and according to experts. can be comparcd with the most

fertile soils of Celifornia.

The Southern Coastal rcgion has an arca of a million hectares l/
of which werhans 700,000 are farm lnnds.Such ~n ocrea could nrobobly
provide for 15,000 farming frnillce. The Zona Reina, apparently, also
has pood soils, ~nd nlthougl: they are luss accessible, could »rovide
Tor 5,000 familics. iccording Lo theos estimates, which are naturally
open to considceroablc error, the two regions witich ot prescnt offer the
best posuibilitics for colonisation, would not be sufficiently large to
abgorb the surnlus population of Los Altos. However, on the other hand,
the Facific coffee region itself could :crhaps offer good opportunivics
for eaijration from Los -:ltos. Thot region, an importont nart of which
bclongs to the Govermment has o farm area of 421,000 hectares, of which
only about 100,000 arc planted with cqffceog/ apart from the seasonal
workers, 36,000 familics of celonists work there

If tkhe rroduction of crops othur than coffee could be intensified

i/ See Table L
g/ Deta taken from Informe Cafctelero de Guatemala,Ofdcina Centr.l del
Café Guatemals, 1948, The De-: ~roment of Santa ?osa has been

1uded.
/within the coffee
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within the coffee regio, it world perhaps be poscible to give year-round
work o the population wiiich at vresent only works in the region during
the harvest., In this way all the labour which this crop requircs could be
draym from the coffee region itself. Actually. unlcss the problem of
coffec's seasonal demrnd for lakour is solved in this way or some other,
any effort to solve the problem of tlie population of Los .ltos will
necessoarily imnly serious difficulties for the country's mein agricultural
activity.

The colonisaticn of the coffzsc region, of the Reina Region and the
intensification of »nroduction in the coffee belt, together with the
¢limination of small holdings cnd introduction of skilled farming in the
Los Altos region, ond thc industrialisation process of the country as a
whole, would make it nossible to solve the wroblem of the land, intensify
the exploitetion of semi-abandon.d regions, increasc the standards of living
of the Indian population and crezte a nurchasing power with a broader base
for the country's future indvstirirl development.

There arc two important limitations n carrying out a progrrmme with
such broad remificati-ns as that necessary to solve the problen mentioned.
On the one hand, very high financial cost is involved ( thc cost of

establishing a family of colonists could scarcely be less than two

=R

thousand dollars) and, on the other. it recuires the adapbotion and
technical “raining of the colonists. The im-ortance of both increases

in relation to the sneed ot wirlch it is desired to carry out the programme,
Over a longer term. it is =asier to nandle the finsncial aswvects and the
training of the ersonncl involved. The problem is so great that no

rapid solutions can be contemplated.

The Stiortage of Lund. ~nd its Uscs

The general relative shortage of land i1mplics the nced to give
preference to those crowus which produace a hixgh yield per hiectare. .mong
the crops at present grown. coffee, bananas, suger canc and citronclla

have o high yicld per hectare, but, »s olrcady indicated, coffee at the

same time absorbs a largc cuantity of labourri/ almost all the other

;/ The high national income of Cuba is duc, >crhaps to a large extent,
to one product, sugar, where there is the happy combination of a high
value per land unit and low labour reguircments.

/CPOpS.SOWn have
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crons sown have o rclotively low hoctare,

Stocikbre ding covers imroriznt arcns of land in Guatamela, There
scems to be conciderable noseibilitics for increasi lg'efiicicncy in this
activity in terms of lond. There is o dry scason in the country's stock—
brecding arca lasting from Wovenber to .ioril., During tiizt wperiod the
animals lose some welght, so that aftoer cech season part of the fodder
is used Lo regain thelr orisinal weijht., "Cattle ~re kept four or five
venrs before sexding them to the fattening regions. ond even 5t thet ripe
aszc they dornot weigh more then 600 pounds. Imoorted catble weigh even
less xnd ~re in such woor condition that ten to eightcen months is

1/

iccording to cxperts of the Instituto lizcional de lgricultura, the

reguired to fatten them.!

introduction of siles and cutting and drying for foraszc would solve this
nroblem without large investments. lnother rapid mecans of improvement
would be the control of tick which at vresent couscs great losses both
in neat and skins. rnd these lossces in turn hnve repercussions on the
costs »f the shoe industry.

It could be said that tihce cfflcicrey of agriculture, both in terms
of utilisation of lobour ond of Jand. is o function of yiclds with all
their detcrmining fretors, o~nd the uvse of mnchinery, Hosecarch ond
troining ore tuo most zowerful iusirments for imoroving yields. In
Guatomela, until cniie recont
almost entircly n 2/

locted s The possibilitics for progress offcred by
research ~nd troin.ng con be cilenrly illustroted by the fact tiat it is

o 2

Ly, bothi rescorch end braining had becn

a common belicf ~mong many farmors > vorst grain is the best for
sced.

Haturdly dn vicew of the oroduction methods usced. the usc of
fertiliscr is insignificont. In 1948 some 32L4.000 ructzals worth of
fertiliser of all kirds was imuorved, so that the anplication per

hectare undoer cultivation dous wot exececd wme guintal a exr, Nevertihicless,

i/ Graham S. “unte Beef iroduction in Guatunala, ‘griculture in the
.mericas  Vol. VII. Jugust- Septp<be“ 1947, Nou. 8 cnd 9 wage 104,

N

g/ Jgricultural rescarch .nd train.ng scrvices hove beun estoblished for
sonc time but were never given tne neccssary resources ond sultable
guidance, so that tneir results nave becn almost nil,

/botween
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of Invorted fertiliscrs doubled.

between 1925-2¢ ~ud 1945-L9)
Foturally very little agriculiural el nery de uscd, cince coffee

coroot be mechenised ~nd maize is crodveed on wvery nilly londs. It

has been cobincted Lot in 1943, tihore were 821 tractore < in Guatcanla,

and even though 161 more -rere imsorted from tiic United St-tes in 1948

ond 1949, the total is very snall, no matber oy “rint stenderd it is

Judred. The limived uvse of agriculturael ach wwery is n0%t only the

result of its non-adaptability to

M 2 ’ =1 e s E 40 o Al i YV OYTT 2 7 e 3
surchasing vower ol the {nrmers, to tie lack of knowledpe rind

besic eleacnts  bub also to the rel-tive wrices ol the machnery and the
Inbovr which it rc;lzcos. ‘evertieless. cro ross ande in the

iners on hhe last twentj TUorS lLas been mucn greabor

than thot o the vse of fertilisers. oebween 1925-29 ond 1945-49 the value

at constent ~rices of imports of ~griculbtural mochinery trebled.

Table 6. Guateualn: Volvme of Imports of Fertiliscrs -nd sgricoibural

Machinery

Fertilisers Sgriculturcd Machinery
Period Val Index Volue Incdex

(tqousupos of 1928-29 = (thouconds of 1925-29 =
quetzals at 1Co cuetz-ls at 120
1937 WTleS> 1037 arices)

— e o s — e — ———

GR5-29 141.6 10C.0 210,35 152.0
193034 50,0 35.3 7248 33 9
1935-39 99,6 70.3 2200 02 a
1CLO=-LA 123.0 56.9 115.6 53
194L5-L9 276.2 195.0 700,0 325, 9

sources: Estzmatus b the Sconomic Uoan,,loq for Lotin -sacrica based on data

boined from the LQJOPlﬁQ_ﬁglgg socretaria @ Lﬂowenda_y Crédito
~ﬁblico, 1925-43 and from the Bullctins of the Dircccidn Gunerod de
£ istica, 1943-49.

l/u00101¢c ComalssicnPr Latin lacricay Tarty:
reliminary report o2 suodplics for nord ay 1949,

Zhlmeographedj.

/ ‘fhe uffect of deferred dumand on the volunae of mrchiiery Imnorhs
in the nostwar veriod must be roawbered,

/”ff}@v ey of
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Efficiency of Manufacturing Jctivity

]
‘

In Guatemnla, the problem of efficiency is not limited to agriculture.
1 broad cstimate based on d:ta covering production costs for cotton
cioth.gi indicates thnat the productivity in mechanised weaving mills
would be 317 grammes of cloth per man-~hour, equivalent to two yards per
man-hour of the type o»f cloth woven in Guatemnla. Surveys being prepared
by the Zconomic Commission for Latin .merica give 500 grammcs of cloth
oer man~hour as o very low production fizure.
The position affecting »roduction of shoes is even morc scrious.
it least 50 per cent of the population is unshod. .t the relative
nrice levels for rural work n»nd shocs, o form laoboursr would need to
vork about 6 days to buy a nair of shoes. . large proportion of
production is in the artisan strge and it is cstimated that 3.5 man-days
are reguired to make a pair of shocs.é/ It is not only the methods
usced which meke shoe vroduction ¢xrpensive, cattle parasites swrlously
affeet the quality and price of domestic leathers. Under these
circumstances, the consumocr has to pay a high price for the product
and the shoe produccr hrs to bz content with o low stend-rd of living.
Until rccently, one of the reasons for low productivity in.the
suznr mills was surplus cropacity. Sever:l sub-marginal mills have only
sxilsted thanks to o protecetionist policy under which sugar prices to the
consumer were fixed according to the costs of those vroducers who could
not cxist under comretitive conditions. "The vester and more important
interest of the nation cannot logically be subordinate to the
indefinite protection of relatively em~1l investments in the existing sugor
factorics of some produccers which ot present are only supplying o small
percentoge of the country's sugsr requircments.™ 2/

The wheat mills alsc hove a productivity problun nrisingout of

l/ Data on costs pruscnted by N.X. Ovolle,"Informe Industrial de Guatumalall

(Industri~l 2eport on Guatumaln) Inte rimorican Development Conmission,
dashington D.C. page 141,

2/ Hevertheless, n foctory iustnlled in the countrV has been unnble to
produce ObCudSC of opposition from thie artisans! guild.

3/ W.K, Ovalle, opscit. pazc 108.

/surplus
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surplus capocity. Therce ~re 92 in the country, of which twelve grind
85 nor cent of the harvest, although they are in 2 position to grind
100 per cent of a harvest 2.7 timues as greats

The nroductivity of the wheot mills. Just os in the shoe industry
and the sugar mills, is low becausce of thu poor guality of the row
material which they handle,

The Problem of Transport

Efficicncy in monufacturc end other cconomic activitics is
affeeted not only by the low level of woges, by the partial usc of
their capacity by the quoelity of raw material available, but also
by deficicneics in the tronsport systum.

It may be said thot in the most popul-ted reglon of Guatumela, the
construction of the network -~f basic highways has bucn completed. What
is locking in this region is the worik of cxprnding and improving these
sxisting higlways. together with tho construction of tributary roads,
particularly along tho Pnacific Coast. For communications with the
Atlantic coast, the populated region depends on a narrow-gauge, diescl
operated railway, which also crosses the populated region from the
Hexican border.

The northern region of thu country, uxcluding the territory of
Petin, which is a specisl casc, lacks dircet communications with the
only itlantic port. The sroduction of coffece plantations ond mining in
this region reaches the sca by way of Loke Izobel. It is connucted with
the populated region by very poor ronds.

There arc no land or river communications with Potén, oxcept for
one recently comploted road which links the new colony of Poptin, in the
extreme northwest of Petén, with Cadenas, a village closc to the river

Sarstin, on the fronticr with Belize.

1

|7

The country has three principal ports on the Facific, in nonc of
which can ships tie up alongside. There is only one port on the Atlantic,
Puerto Barrios, with docking facilities ond warchouscs, but 211 these
belong to a private company, and their use is exempt from any fiscal
regulations.

A mere deseription of the Guatam~lan transport systém suffices to

/suggost the
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suggest the scove ~7 tho
The poor curlits of e

costs of motorisud trous:

roilway system mnlics tile type of tronsport more coounsive, In 194),

the average railwoy Jrolsht eotc was L4 conts cer ton~mile, bearing

c+

in mind thet the sote or ton-mile of binas is very much lower than

| @]

the averege. It costs 622 cuetznls Lo bying a 70 HP. trector to the
city of Guatemalo Iron Ju.rto Barrios, 309 kilomebres away, nnd it
costs 30 cents to tv asport 100 Ibs. of .oize to Fuerto Barrios:
fizure rovrescats more tinn 15 ser eent of the »rice of maize on the
world market.

Jccording to a rerport of the U.se Departmoent of Commcrce, railway
freight rates botween Guotumaly ~nd -ucrto darrios '"arc too high for
the cconomic tronsort of roducts of low voluen l/ and another
revort by tiis dennrtacnt concludes thiot M"it is not cconomicnlly
possible to expand the rollway networih, 2”-/

The oberoting costs of onc and n h-1f tor trucks, which are the nost

commom in Gur heve been estimated ot 24 dollar cents ser mile,

but gquite nossibly thcse nre really 26 corts. since the cstinate of
q. A o/ [
R4 cents is breed on the wear on tyres in the city«z Toble 7 shows

tire forezoing romark

thoat costs of opurstion In Guatom-l~a, fnl
into account o2r¢ very siailar to thoso of otho
countrics. In the Unitoed Sttt
mile and the dificrence is

4

T - A el ) e
higher in Guabonola bocovse

bad roads. Trucl orcrotors cotiante thet thils Lnst {ictor dncranscs

Lotion Survey,
LftC& and ul

l/ U.3. Department f Comicrce, };
lzhjn[:xiljvc+ Port one. 1

alv dor, Decoa

2/ U. S. Devartment of Comacree, Rodluavs of Lobin ~merica, Deceaber

c
1941, quoted by J.i. Xi;htia{“ru 50 © econonic asoects of highwoay

tronsporbotion in untrdl Jrurical, U.S. Devartient of Commerce,
Worid Trode in Commodities, Vol. VII, rnrt I, Ho. 2, Feeruary 1949

page 3,
3/ This «nd the followin: infora~tion wrs ootnined from J.&, dightingale,
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the costs from botween 20 to 50 »er cent, Therefore ~n improvement

in the bad roads wo-ld mrike it nossible to snve bebtween 5 to 12 cents

in ench vehicle-nile for thwe commercinl vehicles wnich cover those

some 3,600 are

rovtes. Of Guatemalals 6,600 kilomctres of hisghway

unsuitable for motorised venicle traffic.

Trble 7, Guatannla: ‘verasc Ooperabing Jost for One -nd 2 Half Ton Trucks

]

in Cents per Mile, in Contral .ascrica

Guotaanle  EL gnlvador Horduros coragua Costa  Prnoma
Tica

Depreciation L,C0 1, 67 2,33 L, 30 3,60 3 60
Tyres 1,80 3,12 7.75 3,20 4,7h 4,80
ToOllﬂO 5,90 5,55 6,67 5,30 h,73  L,20
91}1 - 50 1,11 e , 60 1,42 , 30
ilaintonance 6,00 3,50 3,21 4,00 6,00 3,00
O“OT?* or 5,00 5,15 5,3 5,10 3,85 5,00
enoral oxcrsos 1,00 1,00 1,0 ,60 1,92 30
Totnl per nile 21, G0 20,13 26,52 2,10 26,26 21,30

-

Source: J.E.



E/oN.12/218/ 4.
Page 34

CHAPTER IT RTUATION OF ThE CAPACITY TO IMPCRT

In the preceding chapter it was chown that there is broad scope for
Guatemala to improve the usc of its present resources, not only in
agriculture, but also in industry and transport, Therefore, its economic
expansion should be able to proceed at a greater rate than the growth of
population, It was stated in earlier pages thet a reduction in resources
required per unit.of finished output is equivalcnt to an increase in
savings, However, the possibilities of achieving significant results
through better use of existing manufactured capital goods are not very
great, partly bceauce the couniry hes a very small amount of such goods
and mainly because of their spacialiscd nature (they can be used only for
the purposes for which they are made), Therefore it is essential to pay
as much attention as pessible to increasing forelszn exchange for the
purchase of coulpment and to wmeling the best use of the exchanze availlable,
It should be remembered that improved usz of labour makes scarcity of
equipment all the mcore acute,

It would be intercsting to ascertsin the extent of Cuatemala's

problem as regards foreign

cuents,  Unfertunately, a study
of this question has tc be based on a series of assumpticons which impair
the validity of the resulitant conclusicns, Nevertheless, these may be
useful for guldance vurposes, and this alcne justifies the attempt made
below,

It has been scen that the accumulatizn of capital which took place
between 1925 and 1949 apparently did not place the country in a pesition
to increase its real income by more than 37,7 rer cent, this being the
rate of populaticn growth, If the populsticn increases to the same
extent between 1945/49 and 1965/69 as it did between 1925/29 and 1945/49,

that is, by 735,00C persons, 1/ then in crder to deuble the real income

1/ Should there be an absclute Incrcase of this size, the proporticnate
increase would be less than during the pericd ]925/29-1945/&9;i,e, 1.9
per cent per annua in the first case and 1,4 per cent per annum in the seccnd,

It is very pcssible that an imprevemont in sanit tary conditicns and a

increase in real incore might couse a greater rather than a lesser

proporticnate irncrease in the next fow years, If the increase should

continue in proporticn, the abscliute increase would be 1,013,000 inhabitants,
/per c.plta
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per capita during ths poricd, thie ennual increase of the National Income
would have to be about 7,8 ner cont, 1/

The experience of other countries suggests that an annual increase
of 7.8 per cent is very great, It would be more rractical for examplé to
take as a goal, an increase double that which tcok place between 1925/29
and 1945/49, that is, of about 75 per cent altogether and 36 per cent per
perscn, The corrzsrconding armual increases would be 3.8 and 1,8 per cent,

Assuning that the natiocral real inceme is a proporticnate functicn
of imports of capital, then it would also be necessary tc increase. these
imports progressively until they exceeded tlieir 1945/49 level by 75 per
cent, that is, to 11,4 millionsbat 1937 prices as a goal for"1965/69,
Assuming, morecover, that the ratio between imports of capital goods and
the capacity to import continues in future, then it would alsc be
necessary to increase the latter by 75 per cent, that is, to arcund 44
millicns, in relation to the average of 25 millicns fer the 1945/49
period, The other alternestive would be to reduce the percentage of the
capacity to impcrt used for other purpcses, such as the purchase of raw
materials and consumer geods, and payment of services,

By expressing the prcblem in these terns of quantitative appreciaticn,
it i1s easier to examine the possibilities of sclving it, These
possibilities will be examined in the following paragraphs, although it
must always be remembered that the figures and conclusicns are purely
for purpcses of illustration,

Between 1925/29 and 1945/L9 the quantdr of exports rose 2t an
average rate of 1,2 per cent per amum, During the second period
menticred, coffee rrovided rather more than A0 per cent of the guantum
of exports, It is unlikely that the ares sown with coffee can expand
more ravidly than the rate at which the population increases, that is,
1,8 per cent per annum, At that rate an increase of 75 per cent in
coffee exports would take more than forty wears, Unless the labour
requirements for the harvest are reluced, an increase in yields will not

be of much assistance in zccelerating the process of expransion, 2/ That

}/ Based on a preliminary estixate of the Naticnal Income in 1948, prepared
by the Bank of Guatemala and which amcunted to about 120 quetzals per
person,

2/ See Chapter I, page

/is why the
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is why the ccurtry canct expect t ohbailry from coffee alene the
resources which it necis to ircrzase its carital accurulatisn, This
conclusicn murely reivforces the ideas exyressed elsewhere regarding the
need to ray as much uttontlen as possible to the technical improvement
of this =zctivity,

Table 3, Suatemsla:  Variotiors in the Quantum of Exports

Total Coffee Bananas Chicle Timbors Rees' Sumar Zocate Hssen- Cattle
Honey Root tial Hides
oils

- 2/
1930-34 b/85,0 90,k 98,5 39,5 7.6 106.5 2.6¢c/ 35,7 92.6 94,5
2

1935~39 103.5 101,1 147.2 78,5 10,0 121,1 28,94/100,5 42472 112
1940-44 974 99,8 97,0 181,8 36,4 110,2 33,0/ 96,0 678,0 97.6
1945-49 124,8 114,6 175,2 241.9 47.8 182,1  4,7f/ 92,1 1278,0 151,L4

Sources: ECLA estimstes “%sed on data from the Memcriass of the Ministero
de Heclenda y Crédito Pdblico and the Bulletins of the Direceidn
Pcn'ral de Estadfstica,

a/ 1929 = 100
Average for the years 1931-34
E/. Average Tor the vezrs 1931 and 1933
d/ Averaze for the years 1936-30
e/ Average for the yverrs 1941-4l
£/ Data for the year 1945

In the case of bunanas,

[o¢]

the United States market rurchases about

75 per cent of latin Anerican production, At presert the United States

imports a lower vilume of banenas than in the twenties, in spyite of the

great incre ase in per cartita incuome ond in the populaticon, Consumption
fo

in Europe is usually supplied by the different colinies, and it is

unlikely that Guatemala could cbtain a2 shars in this market,

3

Guatwmﬂlﬁ s possibllities for ob

pert
&)
|_l-
3
i_h
3

(V0]
¥}

greater share of the
existing market do not depend on anything the Guatemalans may do to reduce
their production costs by means of techniecal improvements, Since the
great producer in Guatemala is also the zreat preducer in the campeting
countries, it is most likely that improvements will be introduced in
all the areas more or less simultaneocusly, The possibilities of
competiticon are thus limited to the relativs advantages determined by
the physical medium, the level of mcnetary wages, concessions znd the
political conditicns in each regicn,

/Chicle, which
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Chicle, which togethsr with the othar twe preducts mentionad,
constitutes about 90 per cent of the guantum of exports, seems to wvresent
the woerst prospects, The appearance on the United Stztes market of a
synthetic chicle is bringing about a continual decline in demand for
natural chicle and this process will preobably continue in future,

Cn the other hand, there do seem to be quite broad possibilities
for products such as beof, plywood, hard woods, essential cils, hard
fibres, typical textiles, scme vegetables and fruits, and lead,

During the war, Guatemala began to export meat tc Panama to suprly
the needs of the United States Army, At the end of the war, exports
were directed towards England, amcunting to nearly 200 thousand quetzals
in 1947, but in 1948 exrorts were prohibited by the Government, to
prevent a rise in prices on the Jdrmestic market, The discussion of the
conditions of stockbreeding in Chapter I sugzests thet exports of this
precduct could be substantially incereased,

The country has recently besun to produce plywced from herd woced,
There is a very wide market for this preduct and Guatemala has great
quantities of raw material, The fcrests in the Department of Petén
contain sufficient mahogany to supply world derand for fifty years, 1/
Sirce plywood has a high unit value, it can be ecrnomically transported
by air, sc¢ that the bad comunications with the mahogany regicn do not
greatly affect it,

As regards essential oil, Guatemala suprlies under 40 per cent of
the United States market, Formosa and Ceylon selng the strongest
competiters, Since the country has sufficient resources to expand its
producticn cver a long term, the possibilities of deins so depend on the
introduction of improvements to reduce cests, The present situation
suggests that over a short pericd exports could be expanded without much
difficulty,

Exports of abaca (merila hemn) have succeeded in producing two
million quetzals for Guitemala over a relatively short peried, and the

present market conditicns suegzest the possibility of cortinued expansion

1/ Menitor of the Instituto de Fomento de la Prdduccién, Nos, 1 and 2,
1950, page 10,

cf this crop
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of Hhis crop at least zs lone as the roearmament prograsme continues

zven thoush, =as indiczted akove, the prospects for expanding seconlary
P,

export rroducts are good, the limited yprospects for the items which

73

rovide 90 per cent of fereisn exchanse rmake it deubtful whether the

q >

problem of exchznze availability for capital accumulaticon czn be solved

3

purely con the basis of en active cxpert prlicy,

The other altern=tives open to the country are: a) to reduce the
proportion of 1ts capacity to import used for purchasing raw materials
and consumer soods, that is, to change the coumpositien of its imports;
and b) to obbain loans abreoad,

In comparing the 1925/29 pericd with 1945/49 the compositicn of
Guatemala's imports, at 1937 prices, excerienced certain important
changes, '

The most im-ortant chanszes were ir fovour of fuels and lubricants,
rubber rroducts, chemical products, stunes and ancther materials, and
paper and its manufactures, Thase chanzes tock place at the expense of
textiles, foodstuffs, capital scods, and hides and their manufactures,
Thus the changes up to the presert have not directly favecured the
cuuntrv g carital accumlaticn '

It is possible for Guatemala to effect an important chaﬁge in the
composition of its imrorts, without causirg an uneccnomic distributicn
of its productive rescurces

To illustrate the existing vossibilities of increasing foreipn

an estimate has been

exchange available for the rurchaso
made of the obvious changes which could be made in imports of cconsumer
roods and raw materials, The estimate i1g hased on the vpessihility

of producing the article econcmically within the crountry, eetting aside
any consideration concernine. the essentizl or sccondary nature of the
roods,

Imports of textiles anil clothing coull be reduced by about 15 per
cent of the annual averace volume imrorted in 1945/48, BRaw cotton
constitutes about 15 per cent of this sroup, Practically all the raw
cctton which the country recuires could be produced locally, According
to the plans cof the Institute de Fomento, 50 per cemt of its
requirements will he produced in 195C, only two years after ¢ cmmencing

/the vrogramnme of
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the rrogramme of cottorn leveloirent began, Cotton cloth is the other
important item witnin the textile rsroup, For the purposes. of this
calculation it has »een assumed that the country wruld be able to
rroduce 80 per cent of the cottcn cloth which it imports, 1/ and to
reduce its outlay on rayon cloth by 5C per cent, imrorting the raw
material instead of the finisher. prodnct, Finally, 1t has been assumed
that 211 the im.orted cotton clething could be rroduced locally, except
fer a few very fine articles,

The potential economies in the textile gfcup constitute 60 per.cent
of the total reductions, These for the group. comnrisine focdstuffs,
beverages an?l tobacens constitute 14 per cent, assuming that imports of
alcnholic beverages, dairy nroducts and half of the tobacco were
eliminated, The eccnomies contemplated in the group of chemical jproducts
only refer to matches, and in stones, earthen'materials and glass, to
flasks, bottles ant similar itoms which could ve iroduced within the
country on the basis of scrap,

The increase in real income arising cut of investments designed
to replace imported articles by cdomestic cnes, would tend to increase
imports of other consumer goods and of raw materials, so that cnly a
rart of the exchanre derived frem the eliminaticn of certain imported
goods could be used to incresse yurchases of capital goods, instead of
the total, as assuned in the estimctes in Tatle 9, However, it is
very possible that the rrocedure susgested weuld permit at least a 40
per cent increase in the exchanse rvalla-le for capital gonds,

| The fact that Guatemsla may in future be able to supply its own

foodstuffs, cotton textiles and clothing, is of considereble alvantage

R ]
in relatirn to its possibilities for changing the composition of its
imports, But, on the other hand, cnce the country succeeds in being
self-sufficient in those iters, the small scope of the market will

imnese a sericus limitation on farther chances in that directicn, . In

1/ It will be seen later on, that accerlins to a report prepared in 1945,
the country could proluce 4O zer cent of the cotton cloth imported,
That rerort only considercd tie substitution of grey cloth for shirts,
drills snd denim, but since tae country couli nls> produce other cloth
of hetter gualiity, €0 per cent hazs been censidered here instead of
LO per cent,

/other words,



other worls, it will be rwore Iifficul - raploce imports eccnemically,

This exrlains the inyortance «f unifying the markets of the Central

Arierican countrics, all of which are faceld with the seme problem as

Gustenals,

Pable 9, Guatemola:  Estimzte of Possible Chanses in the Compositicn
of Impcrts '

(values in thcusanlds of quetzals at 1937 prices)

Average a/ Psrcentare Possible vew Compositisn
1945/ cf the total modificaticns Value Per Cent
Capital socds 6,003 26,8 + 4,778 10,761 48,1
Textiles 3,766 16,8 ~ 2,934 832 3.7
Foodstuffs 2,227 9,9 - 736 1,491 6,6
Chemical products 3,568 15,9 - 334 3,234 14,5
Durable consumer
goods 1,05 L7 - 1,054 L7
Fuels and lucricants 2,299 10,2 - 2,299 10,2
Paper and its
manufactures 720 362 - 81 b/ 639 2.8
Metals and
appliances 579 2.6 - 579 2,6
{iles and lezthers 222 1,0 - 132 ¢/ 30 OJh
Stones and earthen ;
materials 518 2 ~ 326 189 0.8
Nen~edible cils an!
fats 235 1,3 - 125 4/ 1i4 0.5
Timber and its
manufactures 75 0.3 - Lo ef 35 0,2
Rubbher and its '
manufacturas L5€ 2,0 - L5868 2,0
Sundry products 716 3.2 ~ 70 BLE 2.9
Total 22,1439 100,0 22,439 100,0

a/ The values in this column corres oni to those of the examtle used for

- calculating the ’%YSlCa‘ volune,

b/ Reduction in wrapning paper, bLassed un the fact that a factory has
been installed in the country,

¢/ Includes leather anl patent leather,

4/ Particularly animal tallow,
e/  Sundry wood appliances anil furniture,

By means of a wme of Incressiny its exports and improving its

efficiency, of chanzins in the comprsiti-n of imports, and of obtaining

foreign lcans of a reasonable size, there arvzars te be little doubt that
its egecoromic development

the cxtent sur-ested at the beginning of

this charter, It shoull be remembered thnt Guatemala's foreipn debt

/at the end
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ot the end of 1049 amunted to €20,000 iullars, tiet is, slichtly under

one per cent c¢f the Goverrment inccme, and less than one per cent of the
1 fereisn excharse receirts in current account, These {irurss are

sufficient to demonstrate that the country has ample financial caracity

to abarrb foreign loans,
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CHAPTER 111 DEVELOPMONT OF THE MOST IMPORTANT ECONCMIC ACTIVITIES
L4

Arriculturzal Prolucticn

The foundatirns of the present structure of Gustemala's agricultural
producticn were all laid =t the begimning of the twentieth century, This

rroduction is based on malze, beans, Cﬁffee, bananas, sugar, and cattle

breeding and fattening, all of rhlﬂh ore representztive «f the types of
farming in temperate, somi-tropical and trepical zones, Since the

~n hes ircreased without any Important

u.

beginning of the cantury produoct

structural chanzes taking place,
Expansion nas heen elow since the prosper:us five-year perisd of

1925-2% Althoush statistical ata are very inadecuate, it may be

estimated that from the years rior to the world depression until

the postwar pericd, the velume ¢f agricultural production increased by

rroximately 36 per cent, while the pcprulaticon ircreased, as stated

elready, by 37.7 rer cent,

According to the figures in Table 2, the products included in the
index in 1948 cccuriesd approximately 84 per cent of the erea under
cultivation, Assuming that the gruss value per hectare produced by
the products excluded frum the index was rreater than that produced by
those which have been ine u’ei, it may bte estimated that from the years
1845 to 1943, the iniox covers czbout 70 per cent of ths totsl sros
value of acricultural production,

Amcns the imrortant products which have becn excluded are: beans,
potatoes anl other troyical tubers, ~s well 22 cacan, citrous fruits,
grasses producing essentizl ¢ils, sesame and olher nilseeds, tobacco.and

certain crors which produce filire
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the other crops probably have | ¢ rmore ranid develoyment than

that described by tho index, so were possible to include

more examples, the exrensicon of a- iltural production would not be much

more than 36,0 rer cent,
/ Table 10
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Table 10, Guatemala: ipdices of the Hstieted Volume of
Loricvitural Iro.vetion a/

1925/29 = 1C0O
Averagze 1945/49

Total Per capita
Tstal production T 136,1 99,6
Toffee o 1117.0 35,7
Maize ' 137 .4 100,0
Wheat : . 290.,2 212 4
Cane 137.0 102.,3
Rice ' 793 .7 581.0
Baranas , : . 175.2 o . 128.3
Stuckbreeding 141 .4 103.5

a/ For 1945/L9 coffee -roluction is the official figure of the Guateﬁulan
T Government and fur 192%5/27 tle figures were cbtained from The World'
Coffee, International lLrstitute of Agviculture, Rome 1947, page 1¢6,
Maize n»rcduction has Teen cstlmlted on the UW81b of a consumption of
107,2 ulloq remmes per mers.n Ler year, based on a survey by the
Irstitutc Indigenista Maclc ndl and aQSJm?ng that the vclume has varied
pari passu with the populati-n, Later en in the text the reasons
justifving this assumpbtion will be ﬂiscussed, The rroduction of
bananas hu Hewn OSt_udupu 28 be 1% l A tin the volume of exports,
sures for refined and raw
JJr ruiuce to cane <n +ﬁv 0asis of a yleild ¢f 8 per cent, rerorted
by N K Cvulle in his Tntnu vial Reyort o Qu;&:g:}u Inter American
Dpvclabrent kmw1551 n, | sh nﬂuun 1746, "The data for rice prcducticon
was.chtained from ;ul“; atisns Ly une Incernaticnal Institute of
Acriculture, Heme, for 1225/2° and from a survey by Graham S, Quate,
reprodrced by the Institutc de Femerto, for lChS/h9. The prcdu0u1cn
of whent for the postwar vears was cbtained from Jorge Ahumada and
Gabriel Orellana, E;_ “roblema del Tri-o, Hevista de Econcmia No, 2-3,
tatemala 1942, and for the five-year ub;lCA 1925/29 from the dnnucls
of the IawnA,R, Th. 1948 prices of each product were used as weichts,
The velume of livesteck preducticn includes heef and pork, hides,
nilk, butter anl tallow, and has also teen welighted by the 1948
prices, but the 1948 nrices, Lut the rrodfuction figures correspend
to the years 1929 ari 1945, These firures were chtained from the
Memorias of Hacienla and the Bulletins c¢f the Direccidn General de
fstadistica,

The leveloyment of Coffee

Coffee 1s the backicne of Guatemalan econumy, It covers alout 25 per
cent of the agricultural area in use, ccntrivutes about 40 per cent of the

Lction ant 60 par cent of the value of

LL

gress value of asricaltural prod

.

exports, Because of ite imrortarce it is worth glancing at its beginnings

in order to discuss its devaloument, ’ /iihen Gu?temé‘a
. Nne a d
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When Guatemala was conquersel by the Sroniarids in the first half - f
the sixteenth century, the Inlian <r u; which inh~bite! the tem crate
re~i n, hat stron~ cultural traits, the most imrertant £ which, from
the point ~f view -f ec nomic leveloyment, was their nsriculture bosed
cn the cultivoti-n ~f maize an? beans,

For many wvears the c-nquest did n-t sinify any im ortant chanre in
the aut:chthon us arricultural structure, The ec-nomic activity of the
cecnouercrs was limited to rroducin~s en-uvh to satisfy their most
essential need ant for the s coralic expert -f cacan, silver anl indirs,
Mainly because of Spain's comm reial ;olicy, ani partly cn account of
transport 1ifficulties, Guatemalan tradle with the rest «f the worll was
almest nen-existent, The only ort wa: on the atlantic, an' it was
necessary to cross the inies ani the trorical jun-~ls to reach it, The
Iniian labour strensth, althoush enslavel! by the "encomiendal System, was
never exyloitel to the full,

after the Declaraticn of Inilerenlence, Guatemala's tra e relaticns
with the rest cf the worll beran to expand, and the ccuntry became a
recular exyorter of timber, su-var anl cochineal,

Cochinenl had rerlaced inli~o as the vrinciral ex;ort »reduct at
the becinnin~ of the nineteenth century, Forty years later, this
~rcluct rroviled 30 rer cent of the country's furei-n exchan-e, ;/

The funiamental importance of this substitutir-n c¢n the ccuntry's
aconomic structurs lay in the fact that cechineal was a hackyar? crer
which 4id not reguire a caracity to orranise larre-scale enter-risces nor

the use of a -reat quantity ~f lan-ur, as in the case ¢f inlisc, If this

o]

1attér nroduct hal not heen rerlacel bv cochineal hefere reachins an
imrortant derree of develcorment, its effécts weull, to a certain extent,
have ™een similer to these of coffee develo ment later con,

Durins the forties of the nineteenth century, cochineal bersan to
suffer from the comretiticn cf synthetic ‘iyes and a few years later it

was in quite evident lecline,

1/ The majority of the histcric references were taken from Valentin
Sclorzano, Histeria le la uvolucidn Econdmica le Guatemala, Héxico,
1947, Chanter 11, @, 256,

/Fortunately, about



Fortunately, about 1327 the development of coffee plantations had
been initiated somewhat timidly, At first they were designed to meet
the requirements of domestic cousumption, The Jovernment, anxious to
find substitutes for declining cochineal, introduced rewards and subsidies
for the production of coffee and sugar, This pelicy, together with the
expansion of world demand and the improvement of comrunications,l/
sixteen years later, resuited in coffee providineg mere than 50 per cent
of the total value of exports.

Thevdevelopment of coffee caused an economic revolution of considerable
importance, DNot only did it stimulate and permit the introduction of
new systems of communication and transport, but it also involved the
economic~gcographic displacement of agriculture towards the uncolonieed
sub-tropical regions anrd forced the employment of a ereat cuantity of
latour which necessarily had to be Jrawn from the Indian sector of the
porulation,

After 1830, the coffee industry developed in two cleariy merked
stases, (See Tab%e 11, Chart 5), After a period of rapid expansior
which lasted until 1860, the first sethac’ts were felt, These lav in:

a) 'the lack of comrunication routes to the ‘tlantic; b) the defects of
the comrunal system of lard tenure; and c¢) the resistance of the Indian
population to working as wage-&-rners in industry,

The liberal revolution of 1871 solved the land problem by handing
over part of the communal lands to private freehold owrership, thus
creatihg the‘land oroblem to which a solution is sought today, "The
labour groblem wss soived by the irtroduction of a system of forced
labour which was put into practice by viclent methods,

after the Reform, coffee experienced its second cycle of develsprent
while simultaneously there was considerable expansion of domestie
development, which will be dealt with latsr on, This new stage lasted
until the final decade of the last century, at which time coffee

constituted 90 per cent of the total exports,

}/ The improvement in commurications mentioned consisted in the opening
of the Pacific FPort of San Jeosé in 1953, in the founding of a monthly
steamer service between San José and Panama, subsidised hy the
Government, and the inaucuraticn of the railway across the Isthmus
of Fanama,

/Difterent factors
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Different factors combined to produce this situ=ztion,

In the first place, once the first violent effedts of the reform
introduced in 1871 were over, the flow of labcour towards the productive
regions recessarily continued at a slower rate, Between 1880 and 1900,
while the population grew by approxirately 39 per cent, the volume of
coffee sxports increased by 7C per cent, On the other hand, between
1900 and 102C, while the population increased by 38 per cent, the
volume =f ccffee exports expsnded by 25 per cent, 1/ There is no doubt
that it was the 1mpact of the forced labour laws during the first
period which allowed coffee exports to develop so much more rapidly
than the population,

This does nct imply that there were no other factors which played
an important rcle in ending the first expansicn cycle of this activity,
The world economic recession of the nineties and cver-production of
coffee in ‘“razil was vaery rapidly refiected in the rate of increase of
the plantations, The rrice of mild coffee on the New York market
dropped from 16,5 dollar cents per pound in the five-year period
1890~%4, to 9.7 cents in 1895-39, and to 6,8 cents in l?OOgOa, With
this fall, the flow of German capital directed annually towards
Guatemala, which played such an important role in financing the industry,
seems to have been considerably reduced, 2/

That there were more important limitations than those inposed by
world demand, 1is proved by the fact that, in spite of the price of the
New York market having risesn to 6.8 cents a pound in 19C0~C4, to 7.4 in
1905-C9 and to 11,4 in 1910-~14, and the Tuatemalan peso ' aving
devreciated from 0,146 in 1900, to 0,079 in 1905, to 0,059 in 1710 and to
C.023 in 1951, exports continued to vary in a manner more or ~ess
parallel to the growth of popul=tion, lNMoreover, it could be argusd that
coffee exrorts from other countries increased in those years at a much

greater rate than could be obssrved in Guatemala,

1/ The data on popul<tion are esti ated on the basis of the 1880 and 1921
T Censuses and those for exports were obtained from the Memoria of the
Direccidn de Estadfstica de Guatemala for 1922,
2/ The depreciztion of the Suateralan peso which fell from 0,757 dollars
T per peso in 1290, to 0.5C dollars in 1895, and to 0,165 in 19C0, does
not seem to have helped much in maintaining the rate of expansion of
the plantations,
' /Table 11,
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Table 11, Guatemala: Development of Coffee Zxports, 1871-1949
Five-year Annual averace Rate of Five~year Annual average Rate of
period exports increase per period exports increase per
(metric tons) five~year (metric tonsy  five-year

period ' . period
1871-75 14,940 - 1911-15 79,600 7.5
1876-8C 23,360 56 .4 1916-20 37,940 10.5
1881-85 37,340 59.8 1921-25 - 92,740 5.4
1885-90 48,680 30.4 1926-30 103,500 11.6
1891-95 57,520 18.2 1931-35 89,780 -13.3
1896-00 64,720 12,5 1936-40 101,020 12,5
1901-05 69,7€0 7.7 1941-45 104,700. 3.6
1906-10 74,060 6.2 1946-L49 113,520 8.4

Sources: From 1871 to 1922, Memcria of the Direccidn General de
Estadistica, 1922, From 1922 on, customs data,

During the thirties, exports of coffee dropved for the first time
in the whole history of their development, The pre-crisis level was only
recovered in 1941-45,

There is no doubt that during this lsst pceriod the basic conditions

of production allowed this to continue at a rate at least as rapid as

that of the twenties, Assuming this to have been the case, exports in
1936-40 would have amounted to 1,2 million metric quintals and-to 1,4
millions in 1946-50, ;/ Cn this occasion it was the world market
conditiois which acted a2s a brake on the spesed of development, yThe unit
value of coffee exports dropred from 100 in 1925-29 to 46.2 and 45,4 in
the two following five year periods, rising to 46,7 in 1941-45 and to
94.2 in 1946-49. Durirg this time the country kept its exchange rate
at par,
Bananas

While development of coffee production signified a change in the
methods of agrarian production, the development of bananas was simply
an al'ition to the existing structure, This product's demand for
productive resources was complementary to thet of other existing
activities and its development did not require modifications in social

institutions.

1/ The quotas introduced by the Interam:rican Coffee Agreement of 1942,
which remained in force until 1945, were no hindrance to exports,

/Exports of bananas
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Exports of bananas on a larse scale began in the middle of the
first decade of this century. The unsatisfactory results of earlier
attempts at expansion wer- due to the failure to establish rapid and
opportune maritime transport and to a lack of coeordination between
producers and transporters,

In 1904, one of the founders of the United Fruit Co. obtained a
contract to complete the constructien of the railway linking the citd
of Guatemala with Puerto Barrios, &nd undertook to plant a million banana
trees along the track, as a mears of providing freight for the railway
being built, 1/

The United Pruit Co., which already operatcd in Costa Rica, had its
own shipping line and the cormencement of its operations in Guatemala
solved the problem of co-ordinating production and transport of the
product, assuring the futvre of the industry,

Since then, sxpansion of banana production occurred in two clearly
marked stages, The first was one of rapid expansion: fror 18C
thousand quintals exported at the begirning of the century, exports
rose to 2.9 million guintals in 1915, after that date the industry
ceasoed to grow, until the sccond puried of oxpansion bcgan in the
middle of the thirties,.

The reasons for the first stagnation of the irndustry are rot clear,
On the one hand, as stated sbovs, the banana industry was complementary
to the rest of the e¢conomy, loreovir, in rcducing the gern=ral cost of
transport by ensuring permanent freisht for the railways and steamers,
its general effects ware undoubtedly sood, The lands which it occupied .
were put under cultivation without causing displacement of other

products, and its lebour, part of which was imported, was not an

b
important factor, Conseguently, the limiting factors on the side of
demand which affected coffed could rot be corsidered as a good explanation

for the experience with bananas,

1/ J,P.Rippy, Intin America and the Industrial Age, G,P, Putnam Sons,
New York 1947, Second Ldition, pare 141,

/On the other
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On the othsr hanl, the expanrsion of the world market continued until
the end of the twenties, Imports from the United States, the greatest
consuger of this rvroduct, increased from 12 million bunches at the
veginring of the century, .to 65 millions at the end of the twenties,

The second stage of expansion, during which exports rose from 2.8
million quintals in 1935, to 4,9 million quintals in 1945-49, took
place in srite of the fact that world demand remained stationary.

When Sigatoka and Panama diseasc appeared along the whole Caribbean
Coast of Central America, the fruit companies were forced to move towards
the Pacific, Since the plantations on the Atlantic coast of Honduras
cculd not misrate within the sa~e country, Guatemala's plantations
expanded, taking up the space left by Honduras in the world market, ;/

In its rew location, tho effscts of the banana industry were not so
complementary as at the besinring of the century, On the one hand, the
coffee planters in the Pacific region ware able to male better use of
the bananas, which they used as shade for the coffee shrubs, thus
reducing their fixed opcrating costs, On the other hand, transport
costs for bananas increased, although this ircrcase seems to have been
transferrsd, to an unknown extent, to other proiucts by means of
differential tariffs; worcover, it tegan to occupy stockbreeding lands
and to compete for the 1a's ur erpleyed by farming in the region, |

There is no reliable information conc:irring changes which have
occurred in maize production, This rcport has worked on the hypothesis
that the ratc of expansion has been paurallel to that of the populetion,
and this re~ds to be justified,

The cultivation of meize is the mest important economic activity
of the Indian populction, which represents two thirds of the country's
total inhabitants,

Maize is principally used for human consumption, As food habits are

1/ Exports from Honduras are beginring to recover as a result of the
discovery of methods of controlling FPanama disease, These controls
require considcrable investments which the companies do not seem
anxious to make in Guaterala for political reasons,

/strongly ingrained
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strongly ingrained by conturics of traditior, 1t 1s unlikely thot an
increase in per carita rzal income would result in any important increase
in maize consumption, In fact, it is even possible that it would result
in a decline sirce, whereas a high.r income for the Indian population
would not entail zrester consumption, hisher income amoneg the population
of Zurcopcan origin, would imply o tendency to substitute maize for wheat,
It is very possible thst expansion in wheat preduction, apaft from having
replaced imports, may also have displaced maize, DUNevertheless, the
grzater use of meize as an animel food may i1 ave neutralised the effect

of the lower per capita demand on the development of production,

Othor Alericultural Froducts

The only other agricultural products included in the index which
heve experienced any considcrable developm:nt arce rice and whasat,

In both cases, expansion took place, partly because the domestic
product replaced the imported one, and portly because of a change in the
general food habits, In the five-year pcriod 1925-29, the annual
apparent consumption of rice — measured by production plus imports
amounted to 1970 teons, of which domestie production provided about 6&C
per cent, In 1945-4f, spparent consumption rose to 865C tons, which
were almost ontirely supplied by local producers,

The apparant consumption of wheat, which rose from 25,500 tons in
1925-29 to 34,700 in 1945-48, was ret by imports amounting to 80 per

cent, during the earli:r piriod, and to only 55 per cent durine the second

’
one,

Available informatiorn concernine stockbreeding is =zlso very scanty.,
It appears likely thzt the reduction which seems to h ve occurred in
cattle production was partly offset by greator production of hogs,

4s imports of lsrd dropped from 178,0C0 quetzals (at 1937 prices)
in 1925-29 to 77,C0C quetzals in 1945-48, while imports of ham and bacon
have been practically =lirinnted, it may be assumad thet there was an

increase in hoz production during the period under review, 1/

1/ It should, however, be borne in mind that lard has partly been
replaced by vegetable f=ts, The high imports for 1949 were
probably a passing phace,

/Fanufactures




Manufactures

Tha survey of the a:ricultural}deVulopmunt of Guatemala, with all
its deficicneies, makes it quite clear that the major limitstion
encountefed during the piriod under revicew was the lack of incentives
which would incr:asc demand for its products, This applicd not only to
the most important export products, but also to those designed to satisfy
dircet domnastic requirements, The most notable exceptions alwars provs
the general rule, The greatest increases took place only in those cases
whare a given proluct replaced another distinct ons in the marlkct, or was
-in a position to substitute for an importsd preoduct, The following
pages will trace the oxtent to which industry had to face the same
difficulties as agriculture,

According to ths 1948 Irdustrial Census, the first of its kind in
the republic, Guatumala's manufacturing activity employed 29,892 persons,
of which 21,661, or 73 é:r cent, worked in sstablishments of fice or more
vorkers, and 8,231, or 27 psr cant; in 2stablishments of less than five
workers,

If these figures arce compared with the gainfully employed population,
~ which may be estimated at one million pirsons, the secondary importance
of manufacturing becomes quite clear,

It should, however, btc borne in mind that, since the per capita
productivity employed is highe¢r in indwstry than in agriculture, a
cimple comparison of the numbur of persons employed underestimates the
economic importance of the former., Industry probably contributed 15 to
18 per cent of the gross national income,

On the other hand, since an important part of Guatemala's
manufacturing industry is still at the craftsmanship stage, any picture
which excludes this is not a true onoc. 1/ ]

Althoueh a large part of the craftsmen remain ontside any

manufacturing statistics, the development of manufacturing may be judged

1/ Craftsmarship carnot bo judged exclusively by its role in contributing
to the National Income., It has a very important complementary function
in providing employment for apricultural labour durine seasonal slack
periods, and b-cause 1t is often a houschold craft,

/bty the chanses
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by the chanses which heave occurred in irustry itsc f, since in view of

the craftsman's economic incertives, ris producticn is urlikely to-

'3

ircreass at a much more rapid rate than tne population unless, of course,
therec were considorable changes in expenses or ircome,

In 1546, the net valuc produced bty the industries covering foodstuffls,
beverages, tobacco, textiles, clothing and non-mstallic min rals,
reprosented 82,5 per cent of the net value for all estaclishments with
five or more workers, A brief description of this group's activity is

therefore a gond indication of changes in manufacturing as a wholc,

Table 12, Guatcmala: Indices of the istimated Volume of Industrial
Production, 1G46-L48

1925-28 = 10C

' Total Per capita
Total a/ 150.6 109.6
Foodstuffs b/ 133.5 97.2
Textiles c/ 238,7 173.,7
Alcoholic beverages d/ 126.,9 92 .4
Cemant E/ 156C,8 117.,0
Frintine and engravins £/ 302,1 219.9

a/ Velghted index of the industries indicated, The weightswere based on
the rvarcintage contributed by ecach irdustry at the 1946 value for the
group.

b/ Includes flour mills, rice processirg plants, sugar mills, bakeries
and confectionurs, The followine scrics were used raspectively as
indications of cach of these activities: wheat production, rice
production, sugar cane production and consumption of wheat, The
Individual indices wesre weipghted by the 1948 prices of sach scrics
to obtain the total index,

E/ Basaed con production indices for woven fabrics and yarns, Tre index
of weaving production was based on the naticnal preduction of cotton,
on imports of ginncd cetton and imports of yarns, The index for
yarms was bascd on production and imports of cotton, The two indices
were welshted by the unit prices for imports of woven eoods and yvarns
in 1948,

4/ Production of aguardiente, liquors and bocr, Beer production was
estimated from imports of malted barley,

¢/ Cement production in the base year was taken as being equal to the
production capacity of the only plant in existence, See Oliver Bowles
and a Jaceves, Cement in Latin America, Information Circular # 7360,
United 3tates Department of Inturior, Bureau of Mines,

f/ Measursd by imports of newsprint,

Food "ndustrics

The development of this egroupr of industries has cxpanded at the rate
which was to be expscted a priori, once the rate of agricultural

/develorment was known,
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d. velepment was kncwn,

Th: most irportant activity within the grour, according to the 1946
census, 1s the making of bread and similar productus, Its development is
necessarily limited to the rate at which wheat consumption expands, 2n
the oth:r hond, whont milling incrcased more ranidly due to the substitution
of domzstic by import-d flour,

It is very likely that-the calculated index undcrestimates the real
expansion of thc group since it was not vossiole to take into account the
r-oductior of odible oils, frozen meat and other not so irrortant items
which wzre introduced during the war, Morecovar, the fact that the
physical volum: index of imports of foodstuffs 1/ may have drop@ed from
100 in 1925-29 to 8..7 1n 1945-48, indicates that imports have been
partly replaced by local industry,

As expleined in another szction, ene of the products which has been
partiélly displéced is wheat flour and rice, Thore has also becn a
change in imports of lard and edibls oils,

Toxtile Industrics

In 1946, Guatemalan consumcrs pald adbout 17 millicn quetzals for

textile products of all kinds, 2/ At lsast 7C por cent of this amount
was paid for cotton textil.s,

The cotton textils industry, which is the most important branch
within the toxtile group, in 1946 supplied more than 7C per cent of the
value of yarns ond menufactured goods consum:d by the country, except
fabrics, of which it supplied only 42 per cent, The local industry for
woolan and rayon textiles only sup~lied bhetween 20 and 3C pzr cent of
the market recquirsmsnts, ‘

The cotton spinring mills use between 2,6C0 and 2,9CC mctric tons of
raw cotton, Twenty-five years ago thef only usad 6(C tens,

Si~ce the consumntion of cotton in all its forms only increased by

46 per cent b tween 1925-29 and 1945-48, -ths pransion of the spinring

1/ ZExcluding animels on the hoot.
2/

Calculation based on the cif values of imports plus a cocfficisnt to
reduce thzm to wholusale prices, and on the eross value of dormzstic
industrial precduction according to the data of the Industrisl Census,

/mills took place
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mills tock place largzly «t the cxronsc of imrorted yorns, In fact, while
durire the perdod monticncd imperts of varns exprossed ir their cotton

equivalint -~ droprzd by 55 pir cent, from 8586 tons to 267 ters a yeir -

imports of ginncd cotton rose by 538 per cent, from 313 to 1,976 tons,
Takle 13, SJuatomala: Value of Textile Imports and Producticn, 1046

(thousands of quotzals)

Value of Value of Total Porecentage
rroduction imports supplied by
2/ domestic
Sroduction
Cotton
Yarns 1,683,1 a/ L3LT 2,117.8 7.3
Cotton Fabrics 2,437 b/ 3,345.7 5,883 ,1 42,1
Cotton goods 1,803,7 734 ,2 2,537.9 71.0
ool
{arns d/ 73.3 73.3 -
Fabrics 126.4 514 ,6 641,0 19.7
Woolen articlces 46,8 e/ 211.6 258.,2 18,0
Rayvon and Silk .
Yarns - 2.5 72,5 -
Fabrics 325.,7 R33.0 1.158.,7 25,1
Ravon and silk articles 88,86 £/ 145.0 213,86 32.1
Hard fibres 46,8 288,56 335.4 14,0
Sourcas: Calculstions of the rconomic Comrmissior for Latin Amerdica, based
on fisures of the Industrial Census and the Dircccidn Gencral

de <stadfstica,

Includes varns of differont counts nnd grey yarns,

Includes hierbilla, drill and manta, oth r cloths and fabrics and

cotton fabrics,

Includes all the articles cnumerated under the heading "Wanufacture

of cotton fabrics =nd yarns", except those mentionsd in notes a/ and

b/, plus the following knitted soods: sundry cotton coods,

undershirts, cotton stockings, socks, knittsd shirts, and underweor,

Also includes the following articles from the group "girments and

manufactured cloth soods": children's clothing, men's shirts, men's

underwear and men's priamas,

d/ Although th: four woolun fabric factories have their own spinning
mills, th: valuc of yarns does not avperr 'n the census,

¢/ Includes knittod sweat.rs,

I/ Includes petticoats and knicrers, brassisres, silk stockinss, other
knitted products and ladies' und.rwear,

g/ sxeludes soveral unclassifiable t:xtile products, the valus of which

amount:d to 928,2 thousend qu:ztzals,

~T~

|7l

Q

Until the yoar 1948, sbout 75 p.r cent of the cotton consumed in the
country was imported, 1In spite of ths scenty information available, it
may bo stated tht in the years before the crieis of the thirtics,

/domestic agriculture
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domestic agriculture supplicd @ zr.oztor proportion of the roowirements
of the spinning mills. 1/

Domestic production of fabrics, gauged by the cotton used in the
spin'ing mills and by the cotton eruivalent of imported yarns, would have

inersascsd by 129 por cort bhetween 1925-29 and 1945-42, Since imports of

Iy

z th. same p.ried, the increnss

e
o

-

otten fabric incrzzns:d by 8 per cent
of dom=stic pnroduction tock placs by taxing zdvantage of expansion of the
local morkst rnd the recduction in imports of goods manufactursd with fabrics,
which dropped by Z4 pur cont,

£s ropards its cotton textile industry, Guertemala is prssing throush

in an ever-dimirishing deorase of

3

a stasoe when it imports its cotio
manufscture, Thus, while in 197529 1t imvortzd 16,2 p.r cent in the

forr of raw cotten, 21,3 pour cent ir th: foem of werns, 50,7 pur cent in
fabrics snd 17.8 p.r cent in manufﬁciﬁred socds, in 1948 the seme groups
respoctively constituted 45,3, 6.7, 38,6 and 9.4 per cent of imported
cotton, The substitution process has not ended vet, In 1945 it was
cstimated thet akout 4G per cent of imported fabrics could be produced
within the country, Such a substitution implied an cxponsion of 29,3

per cant in local ﬁroduction in that yesr and 43 pir cent over the
production of mechanised factories, 2/

After 1945; roth dom:stic production and imports of fabrics increased
considerably, Assuming th-t the composition of imported fubrics has not
varicd as rogords quality, it scems that the now. level of consumption
would permit local production to expsnd 5C per cent over the levsl for
1946-48,

Othar Textilc Industries

There is no information availsble with which to form an idea of the
progress of thase activiﬁies, In any case, the market for woolen toxtiles
is very small and the regions suiteble for sheep farming are som-whot
ldmited, Therefore it will be many yesrs tafore this industry scquires

sy fnportanes within the country,

1/ It hae bren impossible to inv.stieate the reascns for th s, Some
obsarvers say that it is due to the appearsrca of 2 discase which could
not be controlled,

2/ N, K, Ovalle,Inforro Industrial de Guatimala, Revista de Tconomia Nos,
5 and 6, 1946, prge 140,

/This is not



This is not the crso with rovon frorics, In the yeers 19LF-48, the
valuc of imrorts of artificinl silk fabrics excesded = million auctzals
and thoelr volume was cisht times greoater than 2t the end of the twentics,
Although 1t is dificult for such A rate of expansion te be m2irtained,
rayon will probably continu: to obtain a growing proportion of tho markct
for textiles, Guatemala has no rayon wenving mills,

Alcoholic Beverasss

This :sroup of industrics is among those employing most people and
vroducing the highest net value, 1/ Howsver, the greater importance of
this group does not lic¢ in these factors, but roth.r in the fact that
it i1s one of the easiest sources of taxaetion, In 1946-48 this industry
provided 37.6 pir cent of all tex rcceipts, oxcepting customs duties,

At first sight, it seems strance thsat the rate of production of
alcoholic beverages has not é&xpanded ~t lcast as rapidly as the
population, The relative increzse in the pfice of these products,
~rising out of a growing tax rurden ~nd the displacemcnt of consumption
towards tetter ouality beveragss, may provide a partial explanetion,
Cement '

The cemont industry, toocthor with that for cotton textilss, is one
of the oldest in Gu=tomrla, The only sxisting plant was c¢stablished in
1897 2nd since that dote it has exporded slowly until it now has a
ecapacity of 33,000 metric tons,

Consumption of cement during the yzears 1927-29 fluctuated around an
averag: of 25,500 m-tric tons, of which domustic production supplied
about 72 p.r cent, In 1945-48 consurmption amountsd to 35,900 mctric tons,
of which the local factory supplicd 8C per cent, '

Cement is not an importsnt raw m=terial for housing construction in
Guatemnla, Thare is little doubt th=t thc high consumption of the
postwar ycars was due to the Government public works programme and the
peak period of housing construction in tho capital, wherc the use of
cement is important,

Therefore domestic production incransed as the result of demand
gcnerated partly by the Government, and because it tended to replace the

imported product,

1/ It is probable th~t the high net value shown in thé Census data is
duc to the 1nelusion of taxes,
/Table 14
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bnergy

Guatcmala's total svailable cnergy in 1937 has boon cstimated at

467 million K, ,H, 1/

Table 14, Guatemalas: Sources of Tnorgy, 1637
Sources . Seuivalents in Prrcentage of
' ‘millicns of K, H, the total

YJood and charcoal 239 51.1

Fuszls derivad from p-troloum 171 36,6

“lectricity o , 56 ‘ 12,1

Coal ’ 1 _ 0.2
Total | 467 _1cc,0

The tot2l :ncrev ?POdUCud is consum.d proportionately =s follows:
297 millicns in commsrce, agriculturé, indﬁstri&s, and public and private
lighting; 134 millions on the railwaysg 20 millions in ~utomotive |
vehicles; 7 millions in the constal trade, while ? millions were lost
in opcretion and storage,

The pur capita consumption of mucharical vn=rgy was sgnivalent to
25 KwH, thrt is, less than 7,3 per cert of the world sverage, which
was 1,676 KiWH, Gustuaala's consumption was considermbly'lower.than‘
that of other Latin American countrics such as Fexico, where the per
capita consumption was 8603 KwH,

According to calculutions made in 1937, of the total animate and
inemimate encrgy produced in Guatemala, 30 per cent was mechanical or
inanimete nnwrgy, and 70 p r cent was animate, thot is, 2nimal snd human
encrgy. 1In the United States, inanimste energy formed 97.6 per cent
of the total, and in Mexico 70,7 per cent, '

The high purcontage of encrgy of animatc origin is not due to lack
of basic resources for producing inanimnate aﬁergy, In fact it w=ss
¢stimrted in 1937 that the minimum r:s-rves of the country's hydraulic
potential amountcd to 12,560 million KWH pur year, which places it among
the Letin Am;ricaﬁ countriss with the highost per capita potential, |

At that tim: bar.ly 045 pr cent of these resaeves wes used, for

producing both ulectricity and mcchanicnl c¢nergy, Lack of information

1/ Unless othurwisc indicat.d, the data used in this section were
obtained from ~n.rgy Resources of the .Jorld, U,3, Dept, of 3tate,

kashington, D.C., 1949,

/renders 1t
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renders it impossibl. to determine what percentage of th-t hycdraulic
enzrgy was uscd for producing c¢lectricity and what proportion was used
for m.chanical purpcscs,

In ~any c~se, the most important means uscd for generating clectric
en=rgy hes traditicnally been hydraulic power, In 1943, 571 of the 589G
electric plants in the coﬁntry wer§ hydro-elcetric, 1/ Totrl installed
capacity in that ycar was 29,850 Kiis,

There is no oxact informstion on which to base a caiculation of the
increase bf hydro-zlsctric encrgy production after 1925, 1t is known,
however, th-t in 1930 a plant was put into operation which in 1943 had an
installed capacity of 8,717 Kws, It 1s also known that bitween 1925 end
1937 several small plonts were instelled, so thot the increase of
capacity between thess two years may be estimated es being ot least 30
per cent, Between 1937 and 1942, production was -stimated to have
increcased by 68 por cent, so it sesems very likely that production of
zlectric en:rgy doubled betwsen 1925 and 1948,

Putroleum fuels, which are =sntircly imnorted, are 2nothoer important
source of cenurgy,

Imports of petroleum and doriveitives gurdrupled between 1925/29 =nd
1945/48,

As a rosult of these developmints, Juatema2la consumcd 150 pur cent
more in KWH por capita in 1948 than in 1937, It should be remembered,
however, th+t not all the increasc constituted a net =ddition to energy
consumption within the¢ country, since an importsant p=rt was reprascnted
by chingess to inanimatc encrgy, this process heving been prrticularly
great in the case of transport,

Th-> Doevelopment of Other lctivities

Among the activities cxcluded from the provicus calculaticns, the
most important ars thosc coverirg housing construction, transports, other
privete industries producing services, =2nd scrvices traditicnally supplicd
by the Governmant,

There is no inform tion svailsble pirmitting 2 direct assessment

of the constructior of dwellings, Judging by the apparent consumption

}/ Memoria of the Secrctar{s de Hacicnda y Crldito Publico, 1943,

/ T{Lbﬁlt’iﬁ o
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Table 15, “Gus bomale: Total Consumptio” of Inanimate Dnergy

xcluding Weod and Chrrcoal

(Eguivalcnt in thousands of KiuH)

Yeor Plsctricity  Fuels derived aprarent total For capite

a/ from pctroleum  consumption consumption
o/ -

1925 .. 80,870 ..

1926 .. 39,409 ‘ .s.

1927 .. 104,061 .-

1928 .. 117,452 ,e

1929 .o 154,899 .a

l(;BC . e ..

1931 .. 126,360 ..

1932 . 90,234 .

1633 s 101,286 .

1934 ‘e 113,493 .o

1935 ‘e 108, 541 ..

16386 .. 158,528 ..

1937 56,000 164,762 220,962 95 .2

1938 51,059 203,634 250,593 108.7

1939 . 55,763 . .. L,

1940 49,481 400,793 L50,278 1864

1941 54,590 381,324 435,914 1777

1942 58,146 294,189 352,335 143,4

1943 59,165 178,266 C 237,531 3.8

1944 48,921 b/ 266,756 115,737 122,65

1945 55,252 b/ . 232,883 344,135 131.9

1948 59,992 b/ 356,652 L1664 157.3

1947 65,507 &/ 470,028 533,535 198, 4

1943 70,181 B/ 609,171 679,282 249.0

a/

jo
~

The s-ries for productior of electric eirergy between the years
1937 end 1942 was obtain:d from the fisures for total production
in the country, published in the lemorias of the Secretaria de
Hacioendn y’CrSdito Fublico, From 1943 onwards the total was
estimited, adding to the anrual production in thz capital the same
cuantity of KWH produced by the Depsriments in 1942, plus an
annual increase sguivalent to the average increase between 1937
and 1942,

Istimate,

The s rics of fuel derived from petrolcum includes: fuels, diesel
0oil, wasoline nnd naththa, aviation gasoline, kerosens and liguid
gas, The data used to form the scries were taken from the iemorias

- of the Secrctaria do Hacienda y Cridito Piblico 1925/43 and from

the seriss of imports by zsrticles published in the Bulletin of the
Dircccion jensrzl de rstodistica, The volume of the series mentioned
was conv.rted Lo tonc in accordance with the coufficients for liguid
fuel deasity pablish.d in tne United hations annual, 1948, The
seriss thus oblainct was reduced by 5,08 per cent, which represcents
the pircentage of fmmorts or petroleum wnd its derivetives, used

for procucing wnergy of thormal crigin, The seories converted to tons
wore transformed to their eguivealents in electricity (kWH) on the
basis of a metiic ton of potroleum and fuel derivataves cqualling

2,470 KUH
d : /of cement,
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of cem.unt, it scems to hove incrcased my 52 pur cent, However, cument
is not commonly used in the construction of dwellings, outside ﬂhc
crritnl, Taking the country as a whole, it seems likely th-t owing to
urkban development, the number of houscs has incressed in slightly
gre~ter proportion than the number of familiss,

Transport scrvices, on the oth:r hand, exprnded considerably., The
freight transported byith; railways increascd by 52 per cent, the increass
in local and imported freight boirg 56 p r cent, while .that corresponding
to cxports was 47 por béht, The number of prssengsrs transported by thé
railways doubled, On the other hand, motorised transpoﬁt expanded
gven more, The v01ume_qf imports of trucks and buses increasaed by 335
per cent, while gasoline imports rose by 320 pir cent, |

This much mors rzﬁid gxprnsion of trensport than the volume of
production reqguires an expl=anation, In the case of freight transported
by rail, the principal rcason lies in the changes which have occurred
in the composition of freight in favour of mor:¢ bulky goods, This can
be clearly szen by comprring the qusrntum of exports with the freight
for exports, In the first case, the rroducts have been walghted by
their prices and in the second, the sgross effect of the expansion of the
banana industry may be felt, Somcthing similrr has taken place in
connection with imports, among which kulky products such as petroleum,
gasoline -and raw cotton have incrcascd in relative importance,

On the other hand, there must hsve been an important substitution
of animal traction vehicles by the reilway =nd the truck, particularly
the latter, Althoush the country's present railway nctwork is
slightly sraller than in 1930, the rapid expension and improvement of the
hiechways which occurred aftsr the beginning of the thirtics helpad,
togeth r with the rise in monctary wages, to replace animal transport
by motorised trnnsport,

Naturally these heve not bzen the only factors of importance, The
fact, for example, that the city of Gurtemala hes grown much mere rapidly
then the r st of thu country, must hav: caused a greater expansion in
freight cnrri<d than in production,

There is no information ocvering other private scervice industries,
but it is possible, with a gencral knowledge of the country, to state
thet these are of very secondery importance, and consecuently, they

/would not have
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would not have aff:cted the genaral cconomic picture, no mottor whot their
rate of expansion was, As r.gards traditionel scrvices provided by public
institutions, these can only be judged indircctly threough noting the course
of Government oxpanditure, Total -xpenditures at curfent prices, wcre
143 per cent higher in the 1945/4G period than in the five-yesr period
1925/29, 1In terms of constant prices, the increasc was necessarily much
less, 1/ korcover, it should ¢ torne in mind that during the p.riod
comprised retween the two five-year p.oriods menticned and until 1942,

expenditures remained at lower lev.ls than before the crisis,

Takle 1A Gurtemnlas Passengers ond .Tons of Freight Transported
\ by the Railweys 1925 - 1949
Year Exports Imports  Local ~nd Total [Passeng.rs
_ parcel froight
1925 215,054 227,466 a/ 442,520 1,421 846
1926 215,811 226,017 5/ LL1,828 1,766,162
1627 245,177 259,580 a/ 504,757 1’785’907
1955 222,27, 423,831 3, 5,6,105 2:213:265
%ggé 220,493 509,230 2/ 733,723 1,987,417
1931 - . : : .y . e LK
131 - 3 . .. .
1933 .. .. .. .. -
1934 .. . .. o
1935 . ) . . "
1935 . .. .. .. -
i932 3;5,0&9 133,000 181,909 632,00C 1,754,000
93 348,00 143,000 188,000 €79,00C 1,817,000
163 384,000 138,000 181,000 703,000 186k 000
1940 318,000 123,000 179,000 620,00C 1462000
1941 299,000 140,000 211,000 650,000 1505000
1942 241,00C 135,000 306,000 682,0(C 1760 000
1943 180,000 111 ,00C 31,000 527”000
. 0,00 140,000 411,000 731,000 2527 000
1944 232900 131006 497 1000 860,000 3,150,000
1945 337,000 157,000 441,000 935,000 3.855 0rC
1946 385,0 ¢ 171,000 185,000 1,045,000 1 125 000
1947 170,000 207,000 464,000 1,141,000 1123 000
1948 158,000 237,000 396,000 1,091.0(C 3059 00
1949 372,000 269,000 272,000 ‘oo 0
,0 ,00C 912,0CC

Source: 1925 to 1929 - Memorins de liacicnda y Crédito Pdblico
1937 onwards - Bullstins of the Dircccidn de Rstad{stica.
2/ Included in chorges for imports,

}/ There are no price indices of any kind covering the years prior tol1937,
If the United States wholesale price index is used, the increase
in cxpanses, in real terms, would be-about 70 per cent,

/The expansion



The -xpension of public expenditurcs has becon reflected by the
erester avallability of three basic sorvices: drinking weter, drainege
rnd electric light, It hes also rosulted in a better and more extensive
n-twork of highways than that ¢xisting during the twentics, as well =s
in rore hospitals ~nd schools,

Summary and Conclusions

The earlicr pag.s of this chapter have shown that from 1925/29 to
1945/49, agricultural production increased by 36 p.r cent, industrial’
production bty 50,6 per cent, electric encrgy a hundred per cent, and the
freight transported by rail, bry 52 per cent, Unfortun~tely, these indices
cannot b: combined accurately into oné sole unit of comparison, However,
according to :stim tus of the gross Faticnal Ircome propared by the
Bank of Guatemala, agriculture's contribution to this ircome wns
approximately 50 per cent, industry 18 per cent and the Government cight
pszr cent, If these welghts arc uszd, thoe increase experienced by
agriculture, industry snd Govermmsnt scrvices as a whole would be 43
per cent,  This calculation should be corrcct:id to take into account
changes in the capacity to import, which was reduced by 16,4 psr cent,
Since exports make up 50 vr cent of agricultural production, once hhe
correction h-s been made it would appesr that the increase for the whole
of the activitics mentioned would be about 26 por cent,

It se:ms unlikely thet thz remaining cconomic activitiss would, as
a whole, hsve expericnced an increase of 74 per cent, this being the rate
necessary to raise the index of rsal income to a figure similar to thst
of the incresasc in the populrtion, %While it is trus that transports and
energy production cxprnded consid@r?bly, it seems doubtful whethsr
comr:rce ard financial =2ctivitics, which kave a sre-ter welght within the
gross Nﬂﬁiongl Income, have exparienced appruciéblc increasss, For all
those reasons, it may bo-fairly safely concluded that the real per capita
income in the five~yoar poriod 1945/49 was lower than during the period
1925/29., ‘

During the first quartsr of this century, the rete of increase of
real income serms to have been higher than that of the populction, while
in the second quartir of a coentury the volume of coffee exports
increase=d by 13,4 per cent, during the first quarter they increased by
32,9 p r cent, Exports of bananas increased by 326 por cent during the

/first quarter
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first quarter and by 142 per cent during the second, Since these two
products form such an important part of total production, it would seem
logical to suppose that the rate of expansion of real inceme was higher
in the first period than in the second,

It may be stated, on the basis of the historic information
available, that the rate of increase was greater in the last gquarter of
fhe nincteenth Century than in the first quarter of the twentieth
Century. In fact, exports of ceffee increased by 177.3 per cent
between 1876-80 and 1896-1900, this increase being accompanied by great
domestic expansion, The first telegraph line was introduced in 1873
and some 2000 kilometres of lines were installed in the following
decade, Animal traction tramways commenced operation in the city cf
Guatemala in 1882; in 1883 a contract was signed for the construction
of drinking water and drairage pipes in the city of Guatemala, electric
lighting was introduced in 1884-85 and telephone communicatioens in
. 1885.l/

The Guatemalan railways were also built during this period. The
first 27 miles between the Port of San José on the Pacific and
Escuintla, were opened to traffic in 1880, and that port was linked
with the capital in 1884. In 1883 another sectcr of 27 miles was
also opened to traffic, linking the Port of Ocds with the coffee region
of San Marcos. Altogether, during the period from 1875-1885, 160
kilometres of railway were constructed. In actual fact, all Guatemala's
present railway network, exceptingéihe line to E1 Salvador, was
completed by the first decade of the twentieth century, which marked
the end of the second cycle of coffee expapsién. g/ More or less
the same could be said of the highway network, 2/

In conclusion then, it may be said that Guatemala's development

during the last 75 years has proceeded ata diminishing rate,

1/ J.F, Rippy, op. cit, pages 131 to 133.

2/ The data on railway construction were taken from: Gerdillo Barries,
Gerarde, "Glosa de loscentratos que dieron origen a los Ferrocarrilés
Internacior:les de Centro Américal! E1 Mes Econémics y Financiero,
Guatemala, February, 1950,

3/ However it should be remembered that the first automobiles reached
Guatemala in 1919, so that the highway netwerk constructed prior te
that date was not suitable for the new type of motorised transport,





