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INTRODUCTION

The radical change in the policy of the Guatemalan Governmment has been
the most important of the numerous events which haVL taken place since the
ravolution of October 1944 and which bear a closc resemblance to the ch.nges
which occurred during the peribd‘known as the 1871 Liberal Reform,

The cconomy of Guatemala, in common with many underdeveloped countries,
was characterised by its extehsivg agriculture, based on the use of thecap -
labour and consolidated in this particular case by a forced labour~syétem.
Socially, the country suffcred from a léck of racial and cultural integration,
the illiteracy of moreAthan‘tﬁo Fhirds of iis populetion, hich rates of
infant mortality and other difficulties which are characteristic of low
standards of living. | . , o |

Being confrented with §ﬁch conditions, ?he;Governmon§ was forced to
give priority to projects for their improvement, It was essential to build
séhools; establish a social security system, formulatc a labour code which
would recognize and protect labour rights, allow the organization of unions
and undertake other energetic measures which absorbgd a considerable
portion of the Government 's attention, ’

| The radical change in economic policy made it necessary to create new
instruments for economic action designed to make the new policy effective,
The 1945-1949 period can accurdtely be describud as a transition period
during which these instruments were being elaboratud. Thus it would be
premature at thls time to pass Judgement on the effcectivencss of the pollcy.

Among the numerous cconomic msasures adopted since 1945 are the
establishment of: - - .

a) A new monetary and banking legislation which will allow 2 more cffective
defence against the violent fluctuations to which the economy of the country
is subjected as a result of its close depending upon international markets,

. This includes a credit pclicy more in~accovd with the general needs of the
country, including extension of banking facllltles to sectors and regions
where these scrvices were lacking; , o ,

b) An institute for.the dovelopment éf prg&uétion which will bs in a
“posibionmtoucarry-out"%esearch to.ovaluate the ralative advantage-of

/different ficlds
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different fields tecwards which pﬁblic and private savings can be directed;
which will be adle to investigate new investment oppo}tunities, reduce the -~
risks of private investments;through public partncrship, and facilitato ..
adequate financing of longmtérm projects;

fe) 4n organizatiorn to administer the new petroleum law and to enceurage
petroleum exploration and explnitation;

.‘d) A system of agricultural resecarch mainly direoted tcwards the solution
of the basic problem of efficiencyj’and .
{e) New legislatior permitting'a more flexible utilizationAof the instruments

‘of tariff protection by the-administraters of economic policy.

As the new cconomic and social policy was put into effect, it was
necessary to increase expénditures. Thus, during 1945 to 1949, Government
éxpenditures were tripled. The expansioh sf publie activities ceincides
with an . increase in the real income of the expcrt sector and investment
activity in the private sector of the economy . Ae a conseyuence of the
combined effeet of these factors; the country has been submitted to inflatiohary
pressures of some magnitud@.. “ ‘

The increase in real income of the export suctors of the cconomy arose
from the improvement in the terms cf trade of the principal] expert products.
The capacity te import, which had declined during the 'thirties tm 58 per
sent of the 1925-1929 level, was maintained daring the period 1945-1949 at
an .average of 82 per cent above the period 1937-1539 and 50 per cent above
the 1940-1944 level,

The annual rate of private capitsl formatien, as measured by the value
of imports of capital goods at constant prices, quadrupled between 1945 and
1949, This was, on the aver.ge, 23 per cent higher than in 1937-1939.

During the postwar peried chcut 40 per cent of the value of imports of
capital geods was ccmposed of industrial equipment, These two activities,
industry and transpertution, have developed rmost rapidly in the post-war
"peried,

In spite of these wchicvoments the annuzl rate of increase of producticon
cf goods fer domestic censumption was lower during the periodl?&S-l?b?'than
during 1938-1945., The volume of agricultur:l »roduction . with the excepticn
of banénasand some expert procducts of sccondary impertance, . seems tc have

-~

remaind unchanged after 17,5, Industrial production increased after 19456

r

2t the rate cf appreximately 2.5 per cent per year, tut this rate was not
4 / greater than thet
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greater than that experienced ir ‘the perlod 1938~l9h5 (See Table l) . the
other hand the production of serv1ces increase notdbly. Government services
expanded, but the expansion of moter, land and air transportation was
apparently more rapid, The considerable expansicn of motorized land 3 r-
transpo?tation however, mainly utilized 2 system of roads constructsd some
years ago, which has net been'expanded significantly sincc 1945. AcccrdlngWy,
the old problem of linking by road the economic heart of the ccuntry in the
South te the Atlantie Coast and the extensive regiecn of Petén has not yst
been resolved. o , |

The highcr rate of increase of preoductien for thé demestic market in
the period 1938-1945 can be'explained by-the faet that when the war began,
part of the country's productive capzcity Had not been utilized, There was
idle industrial capaeity in sugar, cement, tektiles, electric cnergy and
probably alsc in other scetors. Although there was ne apparent labour
unemployment, the degree of lebour utilization could ‘be intensified without
rapid increases in the wage level, Mereover, certain activitics affoected by
the war were obliged to reduce tHeir vealume of speration, " The level of
exports betwsen 1939 and 1945, for example, was 10 per cent less than in 1938,
The comblnatlen nf clrcumstanva’ menticned above contributed to the relative
'stabllity of costs, while at thc same time the “limitation of competaticn from
ixnorts reduced risks

/Table 1

D e ey
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Table 1  Guatemala: Selected Economic'lnggges

(Simple ardthmetical average rates of annual growth)

Periods

Produation 1938-1945 1945-1949 . 1938-1949
Coffee B 1.3, 0.5 , L1l
Sugar - 946 1.7 7
Wheat flour 8.1 1.7 _ ‘ 6.1
Beef , 1.7 L.O 2.7
Pork | 2.5 1.5 - 2.1
lesholic Beverages = 10.1 87 11,8
Cigzrettes . 10.1 ' 949 12,7
Cotton yarn 7.8 - 1343 - 25.3
Cenment ‘ 18,3 14.7 o | 23.8

~ Private construction 21,5 . R & : 2L
Electric energy L5 B & YO 8,2
Monetary Circulation 32,0 6.3 . 273
Wholesale prices 13.6 é;O ces

]

Sources: Coffee: BExport guantum
Wheat flour: Instituto de Fomento de la Produccldn .
Cotton: Spinning Yarn! Msbimates basea¥n ifpdrtstofiraw cotton
Other products: Bulletins of the Direcci’n General de Estadistica
Monetary Circulation: International Finaneial Statistics, October
1950. ‘
Wholesale prices: Estimates for 1938-1945 based on import prices
of clothing, textiles and foodstuffs, From 1946 on figures are
from the official incex.

On the other hand, by the end-cf the war, productive capacity was
already being fully utilized. In addition, there was more intensive
competition for féﬁtora of production which arosc¢ from expanded Government
activity an. from export sectors ;/a rapid increcse in weges and in the
prices of rew materials and imported eyuipment; more intensive competition
from imported goods, énd adverse climatic conditions. Increases in wage

rates brought zbout in part by the cvxpinsiogary precesssiifeiflapdnpdrtly by

1/ In 1945-1949 the volume of exports was 28 per cent greatef than in
1940-1944 end 15 per cent over 1937-1939.

/ the new social



E/CN.12/217/Add .7
Page 7
the new social legislation, seem to have been grester in some cases than
incrgases in productivity,

Although, as stated bgfhre,.thé rate of increase of production fer the
domestic market was less between 1945 and 1949 than between 1938 and 1945,
the rate of increase in prices was greater in the second than in the first
of these perinds(13.6 per cent ccmpared to 9.0 per cent after the war).
These developments are ezsily eiplained if it is remembered that the rate
of monetary expansion in 1938-1945 was 32 per cent per year, while after
1945 the annuzl rzte of expansion was 6,3 .per cent. Morecver, during the
postwar period it was possible to divert an important proportionﬂéf the
growing internal demand toward internatiensl markets,i/which not only
permitted the increase of dispusablgoods but also psrtiy counteracted the
monegtary effactu of larger exports, Government activifies and private
investment, :

' The above factors have enabled the country to enter a stage of intense
economic activity, azlthough the 1925-1929 per capita real income level has
apparently not yet been regained . Gevernment support of the country's
economy added to the increase of coffee prices encourage the assumption
that this activity will continue. IWhereas, during the 'thirties, Guotemala
was faced with the problem of <conomic stagnation, the chief problem now
lies in the avoidance of the distortions which a very rapid rate of

development may impose upon the economic structure.

;/ Imports of consumer goods and raw materiuls were 80 per cent greater
during the pastwar period than in either 1937-1939 or 1940-1944.

JCHAFT.R I
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CHaPTsR T THE TACTO LS OF SrPANSTICH

The process of cconomic expmnsion which the Country has experienced has
originc ted from two typcs of fazctors: those which hive been independent
of domestic demend and thosc. stimuleteo oy the growth of real income,
among the first type,the most imprrtant have been the increases in the
vzlue of exports wnd the growth of Gevernment uxpanditures, Among the
second are some types »f domestic private investmcnt,’especially in
inventorics, and electric cnergy. )

Tuble 2  Guatemals: The Factors of Expansion 1945-1949

(Millinns of yuetzales)

Capacity to import Government E/ Private Investment

a/ Lxpoenditures Imports of ¢/ Private d/

T Capital Goods Construction
L5045 37.6 17.4 La5 1.4
154¢ L7.3 28.8 . 6.9 1.k
1947 53,7 32,8 13:2 1.8
LoLg L8.5 45.9 17.4 1.9
1943 . L7 50.8 18.1 2.6

'g/ Calculitions of the¢ ucenomic Cemmission for Latin .merica  (LCLa)
based on 1937 prices. .

E/ Vzlues at current prices corresponding to the fiscel yeer ending
30 June of the wear indicnted. The figures were obt:zined from
monthly data published by the Dircecceidn General de Estadistica,
excluding Public Debt payments.

E/ Calculations of »CLA based on dzta from the Lireccidn General de
hstadistica.

g/ Boletin del banco do Guatemala, November 1950; these data cover only

priviate construction in the cupitzl.

lote: One yuetzal is equal to one U.S5, Dollar,

/ The increase in
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The increase in exports }%
The exports of “umtemala have been on the upswing during the period
1945-1949.
During this period the average annual value of exports at 1937 prices
was 15 per cent greater than in 1937-1939. The most notable increases
affected seﬂondary export products the average annual volume of whlch .
doubled betyeen these two pericds. Chicle =znd bananas took second place.

The increase in the cass of coffee was only 12 per cent.

The terms of ﬁrade were, ¢n the average, 35 per cent above those in
the peried 1937-1939 and the capadity te import increascd about 4C per
cent. )

Since 1945 the velue of exports at 1937 prices has remained practically
stable with the exception of the years 1947 «nd 194%, when they increased

19 and 12 per cent, respectively, in comparison with 1945. Bananaé and'
chicle were the main contrlbutors to this expansion.

The terne of tridc improved sharply in 1946 in relation to l9h5 and
were mmlntalned in the following years at a level sl}ghtly lower than in
1946, rising shorply again at the end of 1949 as a result of the increase
 in coffee prices., Only in 1950 did the terms of trade reach levels similar
to those of the period 1925-1929, )

The expsrience of the last twenty-five years indicates that the.major
part of the fluctucticns in the purchasing power of Gunteunla urlgln"te in
fluctuaticns in the turas of trade. This charncturlstlc, which has not
chanmed during the‘post—war‘pupiod, nekes it difficudt to offset the -
;ffects of éyclical changes in interpnticnal arkets on the domestic

QC\«I}QT.B'(

/Teble 3
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‘Table 3. Guatemnrla: Fluctuations in Exparts, the Tbrms of Trade, and
' Capacity to Import

(1945 - 1950)

- o — — —— i ——— ———

Value of Exports - __ Unit

Year Curremt Prices a/ Constant Prices b/ Value Terms Igap wcity to Import

X . 2994 of of Miliions of Index

Milé;ons Index Mlliions Index Exports Trade Quetzales

Quetzales Quetzales
1945 37.6 100 37.6 100 100 100 37.8 100
1946 - 51,5 137 374 99 138 127 L7.3 126
1947 7L,9 191 L4 .8 119. | 16l 120 53.7 . © 143
1948 7L.4 190 42,0 112 170 114 L8 .5 129
1949 62.3 166 35.7 95 175 125 L7 119
1950¢/ 804 21y 37.2 99 216 " . \ .

——

Sources: Bullctins of thc Direccidn General de Estadistica and the Banco
- de Guatemala,

o/ Based on balrnce of payments figurcs except for 1945, which represents
~ declered valucs in customs, corrected by the value of banana exports
in the same manner as the official correction made for the calculation
of the balance of payments in 1946 by the International Monetary Fund,
. The 1950 figure is an estimate based on values for, 9 months in the case
of coffee, 8 months for bancnas, chicle, wood ~nd esszcatinl oLls, and
5 months for other products, The value of bannnas duciared in customs
has been corrected by the percentage which was used in the off1c1al
calculation of the balance of payments for 1949,

b/ Calculated by ECLA, The figurcs dnclude coffee, bannnas, chicle, wood,
essential oils and honey. The valuc of other products wns defluted by
an index of prices of the principal cxports cxcluding coffee.

c/ The 1950 figure is provisional; see note a/ for the method of calculatlon.‘
Note: The constant values prescnted in this tuble do not coincide with
hose in the study on cconomic development, because in this last study
it was impossible to correct the undervaluation of bananas given in the
customs statistics, and because the base juar was chrnged to 1945,

Up to 1947 the changoé in the capacity to import followed closely the-
changes in the volume of exports, but thereafter the volume of exports fell
back to the 1945 level while the capacity to import continued to increase, ‘
reaching a figurc in 1950 which has becn eshimated at about 50 per cent
above that of 1945, o

A comparison of the changes in ths copacity to import during and after
the war 1llustrates the different ways in which the stimulating effect of

/the sxport sector
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the export sector reflected on the domesticneconomy.f Although during the

ar the capacity to import was mrintained on an average of only 5 per cont
below the 1938 level all persons cmployed in cxport actlvities both
‘workers and entrepréneurs (but cspp01ally the latter), werc compellcd by
the scarcity of imported goods to spend, or hvard, a larger proportlon of their
incomes within the country. The imports of consumer durable goods betwecnt
1939 and 1945, for example, were 43 per cent below the 1938 level,

When international sources of supply wore reestablished in 1945, the
population probably tended .to rcdistribute their_cxpcnditures between
domestic and imported goods in a more traditional pqtﬁern; but sinpe.’:
total sales had increascd'sﬁbétantially, it is possible that the part
vwhich contiﬁucd to be spent within the country:waSinét'rgducéd but
increased, For this rcason it can be said that okports contlnuéd to
stimulate domestic demand even when in 1948 the country began to lose
forecign exchange which had been accﬁmulated in previous yeors,

Government Expendituros ; :
Between 1938 and 194/ Government expenditures increased by
approximately 70 pcr cent, an increase which was equivalent to the rise

in wholesale prices, Since it is very probable that the incresses in
Government salaries and wage rates did not increase as rapidly as
wholesale prlces Government activities, 1n real terms, must have increased
slightly. This increase was probably less ‘than that of real national
income as judged from thc figurcs on productlon givpn abovc and by tho
dévelopment of forcign trade,

The inqrcasp in ¢xpenditurcs which took place during this period
was financed totally out of taxes and other current’ihcome, and the
accounts frequcntly~olosed~with-small surpluscs, Government bank deposits
rose from 4 million quetzales in 1938 to 8.6 million in 1942 and 7.9
mllllon in 1943,

The relative rcductlon in the tox burden and the cautious financial
policy indicate that thc economic activity of .the Government dld not
have = stlmulgtlng effect during the war., : ,

In contrast, ufter the flscal year l9hL/L5 Government . expendlturcs
at durrent prices almost tripled, and in tcrms of constant prices they

/rose about ,
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rose about 85 per cent, much more than real national income,

The Financing of Government Expenditures

Current Govemment income, that is, total income minus income
derived from loans and accumulsted balances, did not cover total
éxpenditures in four out of the five ycars during the peried studied,
Deficits in the first two yoArs were approximately half a million
qpefzales, or 3 per.cent of total expenditures in 1944/L5 and 2 per'cent
in 1945/46: It 1947/42 and 1948/L9 the deficits equalled about
6 million quetzales, or 14 -per cent of total cxpenditurcs in the first
case and 12 per cent in the seéond.. In 19&6/&7 there was o surplus of
about 7.8 million, or about 24 per cent of total expenditures, Accprding'
to preliminary information, in 1949/50 the deficit rcached 10 million
.quetzales, i.e. 20 por cent of expenditures, N

fotal current Government income inercascd 163 per cent between
1945 and 1949, and the proceeds of loans incrensed 129 per cent, The
farms expropriated from the Germons during the war provided the most
importent new source of Government incomc, As can be seen in Table 4,
income from Government cnterpriscs increased notably up to 1949, In
195C these farms werc organized as an autonomous entity from which the
Government will in the future receive only a portion of the net profits,

Table 4, Guatemola: The Composition”of Government Revenues
' (1945 - 1950)
(Thousands of Quetzales)

Fiscal Taxes Government Misccllancous

year __Enterprises income a/ . Total
ending Value Per Cenb Velue  Per Cent Value  Per Cent
30 June

1945 14,516.2  86.0  1,739.5  10.3 623.9 3.7 16,879.6
1946 20,699.7  73.4  6,756.2 24,0 732 .4 2.6 28,188.3
1947 27,,7L.6  67.8 10,408.1  25.7 2,656.6 6,5 40,536.3
1948 30,639.3  77.3  6,620,1  16.7 2,371.6 6.0 °  39,631.8
1949 33,28l.9  74.9 . 6,763.0 15,2 L,LQ%.4 9.9 Ll 452 .3
1950 35,093.5 2,170.4 5,148.9 42,013,1

Source: Bulletins of the Direcciédn General de Estadistica,

3/ Except in 1944/15 and 1945/46, miscellaneous income included some
amounts from Treasury bolances.

/Of the increase
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Of the increase in tﬁx,yleld of 18 7 million quetzalcs betweun
1944/&5 and 19&87&9, 51 5 per cent was aécounfad dor by consumption
taxes lovied on domestic products, 35 per cent camc from increased
receipts from exports and imports, and 12,6 per cent was derived from
greater revenue from the excess profits tax;£ In 1949/50 therc was
o slight increaée:in tox receipﬁs, partly as & result of greater revenue
from import duties.g/ o . )

It has been cstimeted thnt the expansion of the tax base, which
‘necessarily resulted from the process of cxpansion of the private sector
of the cconomy, contributed about 50 per cent of the total incrcase in
rceceiptsy Had therc been no changes in the tox rote, the simple
expansion of the cconomy would‘by-l9h9 have producud roceipts 66 per
cent greater thon in 1945, This 1ncre~sz would have be sen sufficiont to
finance the incrcosce of Government expenditures duc to rlsing prlces.z
It can be said, therefor», that the fiscal deficits in Gu atemala have
beun duc to the exponsion of Government activitics and to the resistance
to new taxes and the increase in the rates of cxisting taxes to the
extent that they were necessary to finance this expansion,

The resistance to the introduction of new taxcs hos not only been
the result of unfavourable political conditioné. There are certain
structural and institutionsl factors in the Guatemalan economy which
meke it difficult to increase the tex base ra pidly, In the first place,

l/ The tax on gasoline, which yielded 3 million quetzales in 1948/49,
is at present classificd os n consumption tax, while previously it
was classified as an import tax, It has not beun possible to make
the necessary correction in order to obtain a homogincous serics,
In the light of this fact it is DOSSlblu that import and export tax
rcevenues have incrunsed the most,

2/ Although the value nd volume of imports remcined stable between
1948 and lQaQ, tox reecipts wore greater, because privete imports
increased in comparison with those of the Government, of the United
Fruit Company, and other forcign cnterpriscs whlch are excmpt from
taxation. ~

3/ Information obtnincd from on unpublished report on the fiscal
structure of Guatumnla, prepered by the Banco de¢ Guatemala in
cooperation with the Federnl Reserve Bank of New York,

/the foct that
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the fact that an important part of ﬁhe‘population is not entirely
integrated into the monctary cconomy and that the,level of income is
generally low makes it almost impossible to levy a personal income
tax with a low cxemption and high yiclds and which can be administered
‘economicallyfi

Table 5. Guotemala: Sources of Finoncing the Fiscal Deficit
1946 - 1949 :

(Thousands of Quetzales)

Bank Deposits of the Government . Total
End of  Domestic Public Debt  ond ©ffkeial Entities b/
December Amount a/ Increase Amount Increase Increase
1946 904 - 6,954 - -
1947 3,890 2,986 12,146 5,192 - 2,206
1948 4,959 1,069 9,286 . = 2,860 ' 3,929
1949 12,672 7,713 7,907 - 1,379 9,092

Source: Bulistins of the Banco de Cuatemnle,

w/ Excludes the floatirg debt and covirs only those bonds in effective
circulation, Includes municipal bonds and those issucd by State
Benks,

E/ The deposits of officiel entitics have 2lso becen included, because
a part of the public debt has beun controcted to provide C&pltul
for these entities, ;

In the second pléce, Guatemele mointnins commercial agreements which
prevent the free monipulation of import dutics, The ad-valorem equivalent
of import duties, for exomplc, has beon declining since 1945,

There are, moreover, controactunl agrcements which prevent the
Government from incrensing the taxes on the production and export of
bononas (the item of sccond importonce in u"tpmpl.n cxports) und which
exempt producers from profits taxes.

TheVinclasticity of th¢ tox base 2nd the lack of a well-developed
market for Govemment bonds has made it nccessary to cover deficits with

accumulated balances from the Treasury and with loans from the Banco de

*

}/ ‘n income tax was introduced in ongress in 195C, but fotr the reasons
indicated it may be expected to ve o’ secondary source of income. At
present there cxists an cxcess profits tax on industry and commerce,

/dc Guntemala



m/an.12/217/0dd.7
Page 15

de Guatemala (See Toble 6). At thu. end of 1949, the public, excluding
commcreial bonks, held 65.9 thousand quetzolus in Government bonds,ond
private benks 1,1 million, out of a total of 12,7 million in circulation.
| The monctizotion of the fiseal deficit could have had sorious
inflationﬁry effects, The increosc of 7.7 million quctzales in the debt
which took place in 1949 rcpruscntcd 20 por cent of the moncy in ‘
circulntion, Nuvurthvless, sincc there wos 2 9,4 million quetzal dbcllnp
in foreign rcscrves, the offoét of thu deficit on the moncy supply wos
not felt,

Private Investment

N There is no informntion on thu ~mount of privote investment during
the period under roeview, The only type of private investment regnrding
which it is possiblc to obtain approximnte figurés in quentitotive terms,
is equipment, which is almost cntircely imported. Dato on construction
ar¢ only availnble for Guntemale City.

The current valuc of capitol goods imports incrensed four times
between 1945 and 1948, but there was preoctically no vorintion between
19/ 3 and 1949. . In terms of constant prices, the total increose in the
five years was 127 per cent, and the avercge ennurl volume was 23 per
cent greater than during the period 1937-39. .

'The imports which, at constont prices, expericnced the largest
inerenses beginning in 1945 were tronsportation cquipment (317 per ccnt),
agricultural mochinery and eaulpm»nt (268 per.cent), ond industrial
machinery ond equipment (136 por cent), On the other hand, construction
materinls declined, Imports of agricultural ond transportation equipaent
increased nust in comparison with the periods 1937-39 ond 1925-29, .

It scems unlikely toob ~nnual increascs of 53, 92 ond 23 per cent
in eapitol goods dimvorts botweun 1945 and l9h8 could have been entirely
financed by current voluntary snvings. If voluntory private savings
had not chonged during *ac whole peried 19&5—h9£, the nationsl income
would hove had to incrense four times in order for this investment to

1/ Hlthcugh 1t is possible that the rol-tion butween voluntary sovings
ondg national incomu riscs in o cyelical upswing, this factor scums
to hu of sccondory importance in view of the marked rise in copitel
goods imports,

/Table 6

L —
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Table 6 Guatemala: Value of Capital Goods Imports

(Thousands of quetzales)

Current Prices . __ Constant Prices

1945 1946 1%7 1948 1949 1945 1946 1%7 194E 1@49
Total Capital

" “Geods L504 6914 13213 17599 18090 4504 5928 8872 10190 10221
Industry 1637 2695 5108 7229 7227 1637 2326 3307 L402 3865
igriculture 316 461 709 1794 1344 216 446 687 1393 1164

Transportation 701 1970 42L2 4426 K961 0L 1664 3049 2552 2930
Construction 1179 950 1632 iohh s+t 1179 696 849  T5L 903

Others ' 671 838 1522 2006 2181 &L 796 980 1029 1359

Source: Calculated by the United Nations Economic Commission for Latin
America, based on official customs statistics,

/have been financed

-
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have been finonced entirely from this source.

One of thc most important sources of finoncing imports of cquipment
was “dishoording". In 194549 th; velocity of circulation of bunk
dcposits, for exnmple, was 80 per cent greater thon during thc war
(1940-44) ~nd 14 per cent higher thon during the period 1937-39, To the

kuXiunt that "dishoarding" wns accorponicd by a decline in foreign ruserves,
the exprnsionary cffects were roduced, but up to 1947 the country
continucd to accumulnte rescrves, ,

Hesources of foreign cnterpriscs was a2lso usud to finance imports of
capitel goods, Railrond cquipment, for cxample, which nccounts for a
third of ~11 tr-nsport cquipment, wos finonced with funds of thg,only‘
existing railroad cntorprisec, About LO por cont of the imports of
construction moterials and obout 30 per cent of the imports of
agricultural mochinery and cquipment, were finonced by, the banona
comprnics, It is probable that at the beginning of the period, copital
goods imports finoncod by forcign componics accounted for 25 per cent
of the total, ond that ot the ond of the period this proportion fell to
20 pur cint, The resources which those unterpriscs invested ﬁould have
remeined outside the country if thoy had not buwn so usud, Their cffect
on the balancu of poyments is thoercfore simil-r to thot of snvings in
current sovings, but with rospect to tht local uipunditurces which
accompaniced thusc investments thiy should be considered os o source of
vxponsion,

Thoere arc no doata on the role of the bonking system with regard to
finoncing imports of machinery and cquipment. Lo~ns gronted by the banks
doubled betwoen 1945 ~nd 1949; but if the increosc in prices is taken
into cccount, the ciponsion was 50 per cent, At the end of 1949, loans
granted by the banks to industry, mining nnd tronsportotion re~ched
3.4 million quutzales, while the c,i.f, voluce of industrinl and tronsport
cquipment.imports amounted to 12,2 millions. The bonking systoem has
not,2pparently, contributed an important part of the inflationary
finoneing of the acquisition of cquipment, On the other hond, it is
possible thnt bank crudit contributed to finsnce the accumulation of
inventeries which took place in 1946 nnd 1947.

In swrory, cVun-Lh»ugh it is:net pocgible to arrive ot 2 quontitive
dstimate, it could bu concluded that the tiest Lyprtant infletionary source

of finnncing has been dissaving and the donestie cxpenditurces of forci
[ r

/wnturpri:e inv.strients,
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enterprise investuents, .

Investment of privete capital in machinery and equipment was olso
Cstimulated by the inercoasce in world demand which affected agricultural
mrchinory, construction materials, transport equipment and machincry
for th¢ production of bonanas and citronclla in porticular, Imports of
cquipment for motorized tronsportation increcscd as 2o rosult of the
natural chonge-over from humon and animnl means of transport to more .
Jfficint ond chuaper mechanized methods, This chonge wes no doubt
caccelerated by the higher salary level, The Government 2lso investod
in capital goéds, including building cquipment and materi~ls cnd

ngriculturnl machincry.

CHAPT:R IX
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CHAPTER II AGRICULTURAL AND LIVESTOCK PRODUCTION

Three mein cvents charccterize agriculturc ond livestock production
during the post-war period: 1) the cxponsion of new tropical crops
following the long-run tendency of Guatemalan cgriculture to move from
the temperate to the tropical zone; 2) the stagnation of the production
of traditional basic products,lwith the exception of banones; and 3) the
Government's efforts to develop production, In the following pnrégraphs
these events will be discussed in detadil,

New CroEs

There has been o long-turn tundency to nwove the vuocrﬂghic centre of
Guatemalon "grlculturc from the temperatc rcgion to the tropical zones
of the country.

At the time of the Sponish occupation, the indigenous population
concentrated its activitics in the toemperate region, The conguerors
cndeavoured to move the centre of ?roduction toward the tropics in
order to devilop indigo production, but met without pormmnent. success. Loter
the develOpﬁent I coffee preducticn brought the subtropical zone under
cultivation and the introduction of benena cultivation on 2 commercial
scalc at the beginning of thelcentury, extended the agriculture of
" Guatemale to the tropics. R

The development of the tropical rogions of the country wos dependent
on exports, Sugar; which is today only consumed domestically, developed
under the stimulus of world demand, The tropical arens are now dircetly
supplying domestic neuds to o great extent and the tropical production of
corn, cotton and oil sceds is being cncouraged. ‘

. The movement townrd the tropics was 1lso influenced by the fact

thot the tumpergtc zone is over~populsted and is suffering from erosion,
Thu tumperate region can irobably contlnuc to zrow only if intensive

/agriculture ig developed.
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is developeds Intensification requires technical research, enterprisc .
and capitely ond a different system of land tenure than that‘pruvailing
today. The tropical region con be developed without so much prior
resgar;h, and ocgriculture in this aréa is not complicoted by the
"minifundioc" problems,

The displocement of production townrds the tropics may hove
important consequences, The soll of the tropical/southern coast of
Guatcmala , thu arsa which ns developed most rapidly; is of much. better
“u~lity than that of the temperate zone, and the topograyhj of this region
mrkes it siutable for mechanization, There are thercfore opportunities for
» more commeicialized, mechanized ~nd 1nten51ve syste, whlch is npcessary in
tTO}lC‘l ~griculture,

The pruductlon of tropicnl crops hns incransed consider~ bly since 1945.

They include bananas, oil grasses, abaca, cotton and oil seeds, All of

these products except bananas have recently been introduced into
Guatemalan agriculture,
0il Grasses

Two oil grasscus, citronella snd lcmon grass, arc the row materials
for c¢ssential oils -utilized in the perfumery and pharmocy industrics,

Cultivation on o commercial scale started in the middle of the
"thirtics, but the greatest cxpansion has token élacu during the
post-war years, From 1935-40 to 1941-45 exports increased4f5 per cent,
wﬁile betweon 1941-45 and 1949 they increased 240 per cent, It is
cstimntod that thore are 5,400 hectares under cultivation, in comparison
with approximatuly 5Gi before the woar., Total investments in plantations

and equipment amount to approximately 4,1 million quetzales,

Teble 7. Guatcmnale: Development of the Esscntial Oil Industry

-

New Plantations New mills installed Average Annual Exports
Hectares Valuc in Quetz, Number Metric FOB value in
quintels  thousands of
V ' quectzals,
1935-40 405 190,000 2 963 ‘ 60,8
1941-45 360 130,000 ‘ 3 1,400 . 151.2
1946-48 2,700 760,000 26 2,274 395.3
1949 4,50 24,0 ,0C0 11 4,728 1,083.6
195¢ 1,485 185,000 9 5,520 a/ :

Source: Data supplied by the Banco de Guntumala and by the bulletins, of
the Direceidn General de Estadistica,

o/ IDstimatc bosed on cxports from Jenuary to Septembuer,

/This industry hes
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This industry hos deblOpud 1p thu central sector of the Pacific
Coast. The available aren in the rcglon is sufficicnt to cnable the

cultivation of citronclla and lbmon grass to be deubled if there were
a market for the product,

The United Statces is the moin markct for.Guafemala‘s esséﬂtiul |
oils, as thc European countries are supplied by their colonies, Total
citronella imports by the United States increcsed from 3,773 metric
quintals in 1946 to 8,327 in 1949, Guatcmala provided 35 per-ccnt of
these purchases in'l9h6 and 37 per cent in 1949. Before the war the
Asiatic countrics supplied most of the American market, but in l9a9‘
they supplicd only A6 pcr cent, Formosa being the principal oxporter
after Guatemnla,

United States imports of lcmon grass fell from 4,173 metric quintals
in 1946 to 2,859 in 1949, India being the principal loser as regards the
export market., Guatcmala, which is the sccond largest .cxporter, increased
its cxports by approximately B per cent, from 495 to 532 quintals,

‘ Trade figurcs suggest: that the morket is fimitcd._ The long-term
cffeet on Guatemnla might be scrious if Western Jave, where the area
sown was reduced from 7,000 before the war to 1,000 hectarcs after the
war, ond Ccylon, where o considerablc reduction also took place, were
to revive their lomon grass industry.A The presont market situation is
good however ond conditions do not justify the fcér of immediate strong
competition, Prices dropped from 4 dollors per pound c.i.f, American
port in l?hs to 1,16 dollers in 1949, but rose ~gnin in 1950,

These facts stress the need for studvinv the absorption capacity
of the markets, the possibilitics of cutting costs in order to increase
the yield per hectarc, and the proportion of oil uxtrocted The
appearance in 1949 of a dlse. affecting the leaves may seriously
injure thc yicld, Cn the other hand, ~ paper frctory which uscs the
residuc of oil extraction was established in 19A9 and it may hclp to

improve the compctitive position of the Guatemalen product,

Table 8,



n/c.12/217/Add.7
Page 22 .

Table 8: Guatemala: Exports td. thqhygS,A. of Citronelle and Lcmon Grass
' — 1946-49
(Metric quintals)

Citronclla ) ~.

— g — o av—

Total Guatemala - Ceylon Chinoa  Dutch Indies Others

. - R o g S—

1946 3,773 1,437 1,305 - 386 645
1947 6,095 1,11 2,985 169 © 1,822 568
1948 7,786 2,945 1,60, . 363 2,524 350
1949 8,327 3,077 1,332 2,459 18 1,441
Lemon Grass ) . : ' '

Total  Guotenmala ’ .- India . Others -~
1946 4,173 495 o 3,292 - 386
1947 2,854 S 591 1,877 386
1948 2,281 64,5 936 .00

1949 2,859 - 532 ‘ 1,%09 . L18

o

Source: United States imports by country of origin and by product,

W — - —-—_

. United States Department of Commerce

e .

Menila Hemp.

World production of Manila hemp before the war amounted to "lmﬁst
half a million metrlc tons of which 98 per cent was produced by the '
Phllippines and 2 per cent by the Dutch Indies.

The Jepanese occupatlon of those countries compelled the United
States to look for new sources of supply, and Costa Rica, Guatemala and
Honduras were sncour“gcd to cultivate this product on the basis of an
exporimental plantutlon whlch existed in Panemn. As 2 result, Central
fmerican countrics provided in 1945-48 17 per cent of the greatly ’
diminished world productionék ' ;

The arca sown in Guatemala in 1942 was 2,150 hcectores, . Here, as in
other Central fmerican countries, plantations were soon developed }
intensely and this carly exploitation reduced their growth and yield.

Moreover, plantations were ravaged by discase, These problems have

o

}/ The principal source of this data is the Pancmerican Union report
Economic Survey of Intcr-Americon Agriculture, Vol, I, 1949, p.127-135.

/gradually becn ;
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gradually been solved and in 1948 it was possible to export 4,616 metric
tons of fibre in comporison to 1,406 tons in 1946,

Due to the difficulties expericnced by the Philippines in
recstablishing production, and to world recovery and rearmament pregrammes,
unit export prices of the fibre increased more than 170 per cent betwcen
1946 and 1949. This increcse in price and volume exported, placed Manila
hemp in the third place in importence among Guetemalan exports in 1949,

 In 1950 the United States government again showed intercst in
cxpanding cultivation and recommended thot production should be doubled.
Technically, it is doubtful if Centrel America con compete with the
Philippines, wherce lapour costs are cxtremely low, The increased use
of machinery and improvement in the quality‘of the fibre may, however,

cnable Central Amcrica to reduce costs to competitive levels,

0il Sccds.

Guotemala has for some time now boen trying, with some success, to
supply o higher proportion of its consumption of oils znd cdible fats
from domestic production.

Imports of edible oils have practically discppeared. The 384 metric
tons of unrefined oils importcd yearly during the 1937-39 period decreascd
to 14 tons in 1945-48, On the othéf hand, imports of lard, though 2lmost
35 per cent higher than in 1937-39, are much lower than during 1925-29,
Guatemala 2t prescnt supplics dpproximatoly 60 per cent of its consumption
of oils and lard,

Domestic supplics of oil zond lard in 1949 were 9stimated ~t 8,674
tohs, in oil equivalent, of which 1,293 tons were of vegotable origin,

Toble 9. Guatcmala: Apparent Supplies of Domestic Lards and 0ils,1949,

) (In metric tons)
Source . Unprocessed 0il Equivalent
Sesame , 1,339 , 616
Cotton 1,578 : 213
Corozo - : 7L LBL
Tallow 3,453 3,453
Lard ‘ 3,687 3,687
Butter 268 241
Total ' - 8,874

Source: United States Departmcht of Agriculture, Fereign Crops and Iiarkets,
Vol, 60, No, 22, Mny 1950, Pg., 543,

/In 1949 imports
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In 1949 imports of oil end lard incrcascd greatly in rclation to the
pfecoding years, Imports of lard bcing‘six times higher than the average
for the five preceding years. This risc in imports was duc to a fall in
prices in the international merket, which encbled importers to scll
United States lard ot prices 3 to 4 cents lower thon lard of domestic
production,

Guatemala may in the next three to five yoars reach o volume of
0il sced production higher than its present consumption, Thcprogfamme of the
expansion of ths cotton arca will provide a substantial part of this increment.
In ~ddition wiie United Fruit Company has planted cpproximately 650
hectarvs of Africon palms, which begen to produce commercially in 1950,
though the cquipmont for oil extraction has not jct been installed,
Guatemnla's Ycorozo! plantations on the Atlantic coast are just beginning
to be exploited, ' ) ‘

&ccording to a report of the Instituto de Fomento de 1la Produccién%/
there are about 500 million trecs in the country, 86 million of which are
in the Izabal region, which is casily accessible and whers exploitation is
most active.Only about 77 thousand of these trees are at present exploited,

The yield of 2lmonds is cstimted at 9 kilogrammes a year por iree,
and the oil“yicld, using modern extrection methods, could be brought up
to 65 per cent of the total weight, or about 5;8 kilogrammes of oil per
trceQ The potential oil production capacity of the region could -
therefore be estimated at 450,000 metric tons o year,

The greater pert of the "corozo! almond crop is at present gathered
and crushed by hand, 01l extraction by hand proccssing requires seven
man-days per metric quintal of almonds. A Gustemalon industrialist has
reccntly invented a2 mechine which, operated by onc‘man, can proccss
11 metric quintcls of almonds per dey. A smell plont, finonced by the

Instituto de Fomento, is operating in the producing region,

i/ Juan Rothe F, Contribucién al Bstudio del corozo e¢n Guatcmala;
Instituto de Fomento de la Produccidn (mimcographed), d~rch 1950,

/cotton,
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Cotton, . oy

Cotton is not 2 nuw crop in Guatemaln, Its cultivation was more
important in the 'twentics than in the' following yeors until l9h8, when
important commercial plantations were started., )

"~ The CGovernment has since 1946 encouraged cotton productlon by the
loan of state owned agriculturcl machinery and by gronting credit
foeilities, In 1948 1,300 hectares of cotton were cultivoted by
mechanized methods,

In 1949 the Instituto de Fomento de la Produccién sowed 600
hectares of cotton in cooperation with a Venczuclan entrepreneur, In
spite of adverse weather conditions which affeetued the region, cbout
3,200 mctric quintals of ginned cotton werc produced at costs which,
without doubt, will encourage further plentings,

Guatemala's total annual imports of cotton, amounting to 45,000
quintals, including raw cotton, yarn, tcxtilcs and finished goods,
‘could bc supplied by the output of 10,000 hcctarcs,

Technicians zcgree that therce is cnough lend in fhc country to more
than supply actual cotton requirmments, and it hes cven been considered
possible to produce long fibre cotton for cxport in certain irrigated
‘regions of the country;£ '

The Instituto d¢ Fomento cstimntes that theg 1950-51 harvest will
supply 50 per cent of the ginncd cotton requircements of the country in
comparison with the 6 pur cent which was supplicd by domcstic production
beforce the institution of the devclopment campaign.g- - The replacement
of imported by domestically-produced ginned cotton will represent a
sceving to the country of cpproximately one million dollars o year in

forcign exchange.,

Other New Crops.

The United States Department of Agriculturc'encouragod the production
of rubber, cardamomum ond cinchonz during the wor,

Production of cardamomum and cinchona has not progresscd very
rapidly, In 1948 cxports of the former rcached 57 metric tons and of
the latter 130 tons, Rubber plantations cover an area of 750 hectarcs,

}/ N.K.Ovalle, Industrial Report of Guatcmole, Intur-American Development
Commission, Wrshington D.C,, 1948 (mimcographcd), ‘

2/ Monitor dil INFOP, Nos. 1 and 2, 1950, p. 10.

/and it is ecstimated
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and it is ostimted that tho first comm»rcigl crop in 1950 produced more
thon 100 metric quint.ls.

’

-Tradltlonal 8rops

_The most importent traditional agricultural ond livestock activitics
in GuLtanl" ave for many y»ars becn coffee, bancnas, corn, beans and the
brbudlng and futtening of cattle, In spite of the lock of stetistical
information, it can bc suid that, with the exccption of bonanas, the
" volume of production of those traditional activities has not increcased
significontly during the postwar yoars. |

- Coffee.
The volume of production and export of coffce hos not varied since

-

1945, and has shown no particular long-run tendency. In comparison

with the pre-war years (1937-39 average), oxports hﬂvc increased

upproxlmatoly 12 per cent, which is slightly lower than the increase shown

during the same period by the other countries exporting soft coffee from

the Continent . | -
Neverthcless, during the post<wor period, due to the marked increases

in prices from 1945 to 1947 and then from 1949 to the beginning of 1950,

foreign exchange earned by coffce exports incrcased almost three times:g

Table 10, Guatemala: Volume and Unit Price of Coffec Exports, 1945-50.

o nT T Velue at Current T Volume T~ " Index of umit

' prices - - velue
l,OOO.quetzhlS' 1,000 metric 1945 = 100

- ﬂl,i.n.tr.l.s . -

1945 17,76 . 536.8 100

1946 24,573 497.3 ©o124

1947 32,589 558.0 , 173

1948 30,916 - 485.3 192

1949 37,353 548.3 207

— — - o~ -

Source: Customs statistics.

l/ Includlng Colombia, Costa Rica, El Sulvador H“lti Mexico, Niearaguo
and the Dominican chubllc.

2/ Guatemcla did not profit cntirely from the 1949 increasc in prices,
because a great part of the harvest wos sold before the price rise.

~ /During the period
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During the peried under review, produgiion costs of coffee seem to
‘have increased substantially. In fact, money wages in the coffee industry
increased between 66 and 133 per cent from 1945 to 1950, and the price
of corn, which constitutes an important part of wages in kind, increased
by 68 per cent. Moreover, at the end of 1950 the Government increased -
the export tax from 1,50 quetzales per quintal (of Lé kilogrammes) to
5.86 quetzales, which, at the price of coffee prevailing during the
last menths of 1950, represented an ad valorem equlvalent of about 11
per cent. 1/ : ‘ o

On the average, the price of coffee (unit export value) in 1950 was
about 10 quetzales per quintal (of 46 kilogrammes) greater than in 1949. '
This increase represented a rise of 175 per cent aver the 1945 prlce and
approximately a 10 millicn quetzal increase in income for Guatemala.

Even taking ints consideration the increase in costs and taxes, the
coffee industry is now more profitable than it was five years ago. Thanks
- to this, the industry has been able to pay off a great part of its debts,
and apparently it is dirécting more funds to the improvement of yields
but not-to the increasing of plantings.g/

Absut 25 per cent of the coffee exported was produced by the
Gevernment on farms confiscated from German citizens during the war, and
afterwards expropriated. This dhange in ownership, in addition to its
effects on Government income, has increased the country's capacity to -

impert resulting from coffee exports.

" . Bananas

The volume of banammexports has fluctuated violently during the last
five years. From 1945, the year of reccvery to the pre-war level, until
1947, the increase was 50 per cent. In the following years exparts began
to fall, due to weather conditions and labour difficulties.:

—————— e oot e 7 e p—

1/ It is estlmatod by producers that the cost of coffee production
fluctuates around 20 quetzales per quintal of 46 kilogrammes. The
price received by the farmer of. approximately 35 quetzales per. quintal
ofiuniprocessed c¢offee, at the farm, represents a tax of 39 per cent
on gross profits of the coffee growers, a rate which is higher than the
average paid by ccmmerce and industry through the excess profits tax.

2/ Foreign Cemmerce Weekly, December 25, 1950, page 15.

/Table 11



1/CN,12/217/A4d.7

Page 28
Table Table 11, Gyg__gélg. Value; z&;&me and Unit Price of Banana Exports
; _i%éziii.
Value at current V B Vblume Unit Value
prices "a/ thousa.nd of metric 1945 ~ 100
. thousands of quetzales quintals :
1945 13,080 ' 1193.8 100
1946 19,177 ' ‘ 22142 - 129
1947. -~ 30,790 290.0 157
1948 31,510 273 .4 171
1949 , 17,966 v 157.1 .o - 169
Source: Customs statistics. )
a/ Corrected values accnrding to calculations of the Balance of

Payments.

Banana prices also increased so rapldly thét the value cf exports
of this product in 1948 exceeded‘the value of coffee exports:

In the peried 1934-1938, wrrld imports of bananas rose to 2.4
million metric tons a year, of which 1.3 million were purchased by the
United States. In 1945, due to transportation difficulties and the economic
situation in Europe, world 1mports amcunted to 1.2 million tons, of which
the United States imported 930,000. In 1947, world banana imports-had
not yet recovered to the pre-war le?el but the United States was imperting
slightly more;;/ Perhaps the most significant fact in the development of
the banana trade is that United States imports are actually lower than in
1929, in spite of the marked increase in United States national inceme and
the increase in the popuiation. ‘

The relative importance of baﬂanas in Guatemalan trade was greater
in the pnst-war period than before the war. The 85 per cent of the volume
of banana exports is accounted for by foreign companies and therefore an
important part of the capacity to import thus generated is not at the free
disposition of the economy af the country. It is estimated, for example,
that in 1947 and 1948 the profits of foreign investments in the banana
industry reached.13.0 and 13.5 millith‘of quetzales respectively;g/ér
about 40 per cent of the export value of this preduct.

Nevertheless, it is probable that the real cost of production of

bananas, in terms of the country's resources, is less than the real cost

[

1/ Fond & Agriculture Organization: Yearbook of Food and Agricultuggl
Statistics, Vol., II - Trade Commerce, 1948, page 85, Washington, D.C.
1949.

International Monetary Fund: Balance of Pavments Yearbonk 19L8 and




of each dollar obtained from the export of other preducts, especially coffee.
These fagters, thgether with the natlonalizatlrn of the German coffee
plantations, should be considered.when 1nterpret;ng ‘the changes in the
dountry's ecapacity to import. o

There are indications that the positlon of Guatemala with respect to
the world market has detericrated. A seriej of weather accidents and
diseases have so seriously damaged production on the Atlantic Coast that
producers annsunced their intentien of abandoning their crops, a measure
which was pot finally adopted. In addition, the powerfdi workers' uniens
have increased the costs af production probably at a faster rate than in
sther pioducing ‘areas. These facters have induced the large campanies te
encourage banana production by Guatemalan'farmers,'limiting their own
activities to marketing the product..“The Guatemalan banana industry will
be faced with competition from'Honduras; whereé heavyjinvestment has taken
place in the rehabilitation of plantations which were affected by the .
Panema disease.
Chicle _

The volume of chicle exports ifcreased rapidly since l9h5, but began
to fall in 1948. By 1950 exports were only two-fifths of the 1945 level
and their value slightly more than half.

Table 12 Guatemala: Value, Volume and Unit Prices of Chicle Exports

1945-1949
Valug in current prices Volume .~ Unit Value
'Thous. of quetzales Thous ;of metric <1945 =
- _ ‘quintals
1945 2,553 ' 184 : 100
1946 ' 3,006 17.9 12k
1947 : 3,967 : 2.5 o127
1948 2, 841 . 17,0 A P
1949 ' 1,366 12.0 79

———— s W mmeme e e el e ee— . —— - —

Source: Customs statistics.

One <f the reasons for the fall in demand for chicle in ‘the United
States, which is the priucipal buying markst, Jar in the fact that
companies had previously accumulated large stocks. Other reasons were
the campetltlon from synthetic chlcle and from- "Jelotung" supplled by the
Aslatlc countries. ' ‘

In addition to the factors affectlng demand, Mexico and Guatemala

reached an agreement in 1949 to fix prices and reduce axports. 1/ This
[

1/ Nevertheless, this agreement was not.ratified by the Guatemalan
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measure caused the twn principal pur¢h381ng crmpanies which financed
chicle operaticns to withdraw frrm the cauntry,l/a méve which seriously
affected production in 1950. ‘

Corn -
‘Corn occupies the third plade in Guatemalan agriculture, after coffee
and bananas. | ‘

According to official figures, whlch in many circles are considered
deficient, the corn harvest declined by 33 per cent between 1946-47 and
1947-48. Unofficial estimates indicate a further reduction in the harvest
of 1948~49 of 5 per cent below 1947-48. These figures and the fact that
corn prices were higher.than those of any other ‘feod crep,and that imports
increased over the pre-war level’indicate'fhat the level of precductien in
the 1945-1949 period was belew normal.

There is no reliable information on the volume and changes in ew»
the production of beans. According to an unofficial- source, 1949 output
~ was 455,600 quintéls which wasAapprnximately equal to that of 1948, 8 per
cent lower than the 1948-1944 average, and 70 per cent abnve the average
for 1933-1939. 2/

Livestock Production o

~ Changes in livestock prcductien, must also be judged indirectly.
Cattle slaughtering increased 16 per cent between 1945 and 1949 and was,
on the. average, 17 per cent greater than befrre the war. The slagghtering _
of other animals, mainly hogs, was 26 per cent greater in 1949 than in
1945 and 28 per cent above the pre-war period. The increase in cattle
slaughtering was in‘part due, to the increase in the number of cattle on
the hoof imported for fattening in the country. Thus, cattle stocks have
increased only slightly during the post-war years. In the case of hogs there
have been no impnrts, and slaughtering in 1947 was equal to 60 per cent of
hog numbers, a figure which must be slightly greater than their natural
increase, In summary, Guatemala increased its per capita consumption of beef

L]

1/ U.S. Department of Cammerce: Economic Review of Guatemala, 1949,
International Defence Service, Vol,YII, No+37, June 1950

2/ United States Department of Agriculture: Fo ign Crops and Markets,
] VOloéO NO.22 May 1950, page 535

R /especially by
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" especially by importa and per capita comumgtion of pork by means of:the
‘natural increase of. hog pumbers. . ' e
Total Volume of Agricult g;;g; .and Lives‘bogg Prodxmtin - §

" Changes in.the volume of production of variocus :lmportant products
have been discussed. 1In nrder to estimate the total velume of agricultural
and livestock production, it would be necessary to ccuplle a representative
irdex. 1In spite of the lack of information, a partial index has been
compiled which gives an approximate idea of the magnitusie and direction
of the changes which have taken place. :

The volume of production of goods ineluded in the index had reached

" a postwar meximum in 1947 dnly to f£all below the 1945 level in 1949,
Cnfi'ee.and bananas represent 8, per cent of the index, the fluctuati:sns
of which natura.i_ly fallow these two products. The differences in
production velume would ;robably be less severe in a more cemprehensive
index. 4

Table 13  'Guatemala: P rti rtial index of t he Vngume of Ag_z_'icgtaral
5 Production

e~

. 1945 = 100

1946 1947 . 1948 3.-251
Coffee b/ 97 98 - 94 104
Banana ¢/ 114 149 141 92
0il1 Grasses ¢/ - 98 90 - 263 403
Manila Hemp. 3/ - 100 . 20 . 328 278
Wheat ¢/ 112 100 110 110 h/.
Rice £/ =~ 102 108 111 111 h/
Sugar Cane g/ 8. 107 108 108 h/

Tatal | 12 10 108 98

a/ The weights are based on the percentages of + he value of. the group
in 1948, The figures corresperd to the agficultural years ending
with the calendar years indicated, -

b/ Contralled productimn. .

£/ Velume of exports.

4/ United States imperts of Manila Hump from Glatemala, '

e/ Production estimates ~f the Institute de Fomento de la Produccidn.

£/ Estimates based on official figures and on a report by Graham S.

‘Quatle reproduced in mimengraph form by the Instituta de Famentr de
la Produccién, June 1949.
2/ Based aa official figures for tha rroduction af white and brewn
- (panela) sugar.
h/ Froductien of the preceding vsar. ‘ .

/Rossikle Causes
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Psssible Cayses gmwl_qn of Ag;xg.cﬁltuge 3 and Livesteck i_’_:gg_@zct:ion
Under the conditions of full~employment which ohtained in Guatemala
during the post—war years",’ the generai level of agricbltural and livestoéck
production could only have increased: given faveurable climatic comitiens
and the introduction of significant t.echniéa.l improvements, ar such a high
level of profit as t4 enable these activities t6 compete with éthers for
the available factors of productidn. None of these conditiens prevailed.
Climatic conditions were unfavourable, especially during 1949 and
1950. In the middle of 1949 a severs dreught affected the Nerth and East
regions of the country, and_by the erdl of September the Sauthern ré‘gian -
WES révaged by great storms. The drougﬁt affected the corn crop of the
temperate region as well as the tobacen and abaca crops, and the storms

damaged the banana crops especia.lly 1/

There have been no improvements of any importance in production
methods, though the volume of imports ef fe;.vtilizer increased te an annual
average of 6,000 tons, cqnpaz:ed,with 2,200 anmnual tens imported during the
years 1937 to 1939. A great part of the imported fertilizers is utilized
in the cultivation of coffee; but total imports, even during the pest-war
period, have been sc small that the inerease could not have had a
significant effect on ylelds.

The use nf impraved seeds is still in the experimental stage.

On the other hand, important stepé have been taken in regard te
agricultural machinery. Between 1945 and 1949, 643 tractors were imported
from the United Statés > of which prebably more than 90 per cent were fer
agricultural purposes. In the whole pei‘iod 1925-1944, 331 units were
imported from the United States.

Thre velume of imports of machinery and agricultural implements of
all kinds quadrupled ketween 1945 and 1949 af:d, on an average, it was
three times the volume imported between 1937 and 1939.

The composition of imports has also changed. Before the war, .
approximately 66 per cent of the total value, at constant prices, was made ﬁp
of tools, while in the post-war years these represented only 43 per cent.

i

1/ United States Department of Commerce: E;unomi: Review of Guatemala 1949.
International Reference Service,.Vol. VII, June 1950..

/The greater
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The greater part of agricultiral machinery imported was intended for
use in farms in the tropical zone, especially fe# banana farms. One of
the banana companies owned 200 tractors in 1948:l/ It is probable that
another important. part may have been abscrbed in the production of
citronella. ‘

The use of machinery has also been encouraged by the Gevernment. The
Ministry of Agriculture established a machinery station with eight tractors
in the wheat ?egion of the ecountry and the Instituto de Fomento has
established on the Facific coast the first of a series of statisns with

14 tractors.

Table 14 Guatemala: Imports of Agricultural Machinery fram the United

States
1945 = 1549
(in units)
Average 1937/39 1945 1946 1947 1948 1949
Tractors 29 134 151 - 197 87 4
Mowers . .3 5 10 3 1 1
Hayrakes 54 1 2 341 131 - 71
Harrows - 1 2 3 - 5
Harvesters -- 5 R - 3 6
Maize threshers 12 - 138 90 94 134
Floughs . 118 167 235 354 724 198
Rakes ‘ 6 3 18 AL L6 .60
Cultivators 26 52 66 88 147 21
Planters 2 - 5 26 L3 10
Seeders - - 18 3 I 7

- e, - — - —

Source: foreign Commerce end Navigation of‘the United States.

In spite of‘the pfogress already'made, Guztemala has only reached
the first stages of agricultural mechanlzntlon. No doubt the increase
in production in the tropical zone, where the topography of the land is
suitable, has been largely due to the progress of mechanization.

It 1s doubtful if the profitability of agriculture has stimulated
expansion. Profits in the coffee industry imgroved notably after 19h5,
but this rise was not reflected in an 1nﬂrease in the rate of plantlngs.
The increase in prices which took place between 1945 and 1947 was

— — ————————

1/ This company is alsc an important producer of corn and cattle, on
‘a farm with an arca of about 104,000 hecteres.

/interpreted by
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interpreted by coffee producersbés'a short~term oc currence which
consequently did not justify an ircrease in planﬁings. This attitude
riay have changed in 1950. ;

It is considered by the Asociacidn General de Agricaltoresl/that
the causes for the reduction in corn production have been the fellowing:
i) the increase in wages, which has cut profits of the large producers,
except in the case of mechanized production, and has induced farm hands
to work lénget hours as wage earners rather than to produce their own
corn; 2) the emigratién of rural lebourers toward the urban centres; 3)
labour difficulties; 4) the fall in yields due to the lack of rotation
and fertilizers, and'5) the losses occasioned by the lack of stgrage
facilities. ’ . ,

Rotation, fertilizers ard storage have only long-term effects, and
since the situation with regard to‘these factors has not changed markedly,
they cannot be considered as importaht factors in the trend of corn
production in the last few years.

One of the most important factors in reducing corn preduction may
have been the greater increase in the price of labour than in the price
of corn. The wholesale price of corn increased 68'per cent between
1945 and 1949, while agricultural wfg® s increased approximately 100
per cent. Considering the high labour requirements to produce a quintal
of corn and the shortage of labourers, it stands to reason that corn
production may have ceased to be profitable for the large non~mechanized
producers and that these factors may have encouraged farm hands te buy
corn in the market rather than te preduce their own.

Similar corditions apply to beans. As far as beef production is
concerned; the Government has followed a policy of stable prices; The
price of beef in Guatemala increased only about 22 per cent between 1945
and 1949, while the unit import vaelue fell between 1945 and 1948. It
increased again in 1949 more than the retail price of meat. For this
reasen, the major part of the increase in consumption has been supplied
b imperts of cattle‘on thé hoof.

The common factor in all three cases is the increase of costs over

1/ Bulletin of the Asociacidn General de Agricultores No.266, May 20, 1950,
The diseguilibrium between Productien and Consumption of Maize. -
1/

/prices ~
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prices.l/ Iy should not be concluded frem this that a policy of high
agricultural profits would be sufficient to increase production. A pelicy
of bemunérative prices might result in an increase in the real incomé of
the farmers; but, given full employment in agriculture and the difficulty
of transferring resources from non-agricultural tb'agricultﬁrél activities,
it is doubtful if it would result in an ihcrease in the level of

agticultural production as a whole, unless technical improvements were
introduced, theugh such a pelicy might stlmulate thb productlon of
certain individual crops. ’
Efforts to Develop_Production

Since 1945, the Government of Guatemala has shown great interest

in the development of agricultural and livestock prodﬁction. With this
purrose in mind it has,uséd alﬁost all known instruments, including
agricultural research, surveys of resources, the establishment of special

technical services, credit, customs protection and the fixing of

femnnerative prices. ,

Before 1945, Guatemala had not given much aftention to research as
a means of developing agricultural and livestock pfoduction. Today there
are three experimental étations carrying out several programmes with
specific practical goals. One with a very small budget, has specialized
in the search for imprsved varieties of wheat another, which was organlzed
with the technical and financial cq-operatlon of the United States
Government, is carrying out résearch in coffée, animal nutrition,
varieties of cereal seeds, fertilizers,‘pesticides and weed-killers, in
addition to other activities.

The coffee, programme has already achieved‘definite results. It is
. definitely known that it is possible to increase yields through the
selections of seeds and by reducing the distanée'between plants. In this

way ylelds can be 1ncreased by more than 200 per centwg

1/ As in the case of coffee, producers did not believe that price
increases would last.

2/ The Instituto Agropecuario (Agricultural and Livestock Institute)
estimates that the average yield per hectare is today about 450
kilogramnes and could be increased to 1,440 if the distance between
plants were reduced and selected seed used. This would increase the
proeduction per tree from two to four times the actual average yields.
See "Instituto Agropebuarla Nacicnal - "Dos métodos pricticos para
aumentar la rroduccidn de café", Circular de Divulgacién, No.2",

T o e —————— o ———

June 1950.
' /Investigations on
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Investigations on animai nutrition have been carried out on food
ratiens for fowls, cattle and hogs. As aresult of these investigations,
it has been established that in‘grass of the desmodium species, "which
is as good or better than alfalfdgl/ihe country has an efficient source
of protein fer the livestock industry. It was alsé fourd that bananas
can be ised Buccessfully as substitutes for corn in the fattening of hogs.

The third experimental station, called the Tropical Research Centre,
is an erganization belenging to the University of Iowa.. This station was
established in Guatemala to do research on corn which could be useful in
the United States. In 1950, the "Instituto de Fomentec de la Produccién"
signed an agreement with the Tropical Research Centrevcovering a
co-operative research programme on corn,- beans, poﬁatces and other food
crops. With this technical assistance the "Instituto de Fomento" has
recently established a farm to produce improved,corn seeds.

Important steps have been taken coﬁcerning the study of resources.
The lack of knowledge of existing physical resources was one ef the most
serious obstacles encountered by the "Instituto de Fomento!" in its first
year of work. To overcome this difficulty and with the co—operation of
the Food and Agriculture.Organization, the Inter-American Institute of
Agriculture and the "Instituto Agropecuario Nacional" a topographical
survey has been started (25,280 square kilecmetres have already been

/

Coast =2rd o0il éeeds and f orest resources have been studied.

¢govered in a preliminary faLshicm),-'2 and forage resources of the Southern '
Technical assistance to farmers has included a'veierinary service

with a staff of eleven Colombian veterinarians who, together with

Guatemalan eXperts, are doing successful work in the struggle against

disease and in the improvement of the technical education of the farmers.
Agricultural extension work is being expanded to other fields of rural

industries, but the SCarcit& of experts acquainted with the environment

and the lack of experimental work to support technical recommendations

have been obstacles to further development.

1/ Monitor del INFOP, Nos. 1 and 2, 1950, page 3.
2/ Monitor del INFOF, Nos. 1 and 2. —

/During 1950,
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" During 1950, the orgénizatipniof a service for the storage of grain
was started. The first step in its organization will be the building of
a silo in the capital with an 18,000 ton capacity. The objective of
this service is not only grain conservation; it is hoped that it can
alse be used in a programme to stabilize agricultural prices.

Agricultural credit has shared in the stimulus giﬁen to credit
activities by the monetary and banking reform of 1945. The creation
of the Instituto de Fomento de la Produccién has been the mest impertant
measure taken since 1945 fer,the purpose of modifying the tradipinnal 4
trend of credit and the strongly rooted practices in the administration
of agricultural credit. Befcre its ihception it was practically
irpossible to obtain credit for égriculture on the faveurable terms
this institution grants today. Bank decentralization has been
instituted, and the practice of granting equipmént credits on annual
crops up to 50 per cent of their initial value has been introduced. In
this way the small farmer is able to obtain bank credit through the
Institute's agencies in towns near his homestead.

The volumen of credits granted by the Instituto de Femento is still
small in relation to the tetal credits of the banking system. The most
important aspect of the eredit policy of the Instituto de Fomento has
been the break from the traditional directien of loans.

" The Agricultural Frontier and the Land Froblem

Guatemala is seriously concerned with the problem of the landless

. farmer, which was presented in general terms in the Réport on Economic
Development of Guatemala. This anxiety has led to several legal
proposals regarding experiments in cellective farming and efforts to
'incorporate new areas into cultivation.
One of the legal proposals contains the following essential points:
a) ALl propéfty classified as a "latifundio", be it public or private,
will be divided'bylthe State or by its owners, except for plots Q} from
L5 to 225.6 hectares in area. It is propesed that the maximum area teo
be owned by one farmer be limited to 5 "eaballerfas! (approximapely
225.6 hectares), except in the case of indivisible economic units.
Economic units are those iﬁ which sugar cane, bananas, coffee, cotton and

all other products for industrialaprocessing are cultivated and those
/units in which,
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units in which, due to capital,'techniques and farming methods, there

might be a fall in yield as a result of the division, Areas used for
cattle breeding of a size considered necessary by the State are also
defined as economic units, ' ’

b) Owners of "latifundios" who give up all forms of serfdom that affect
workers, modernize their production technigues and increase yields, and
are prepared to invest a minimum capital, fixed by the State, will not be
obliged to divide their land, ‘

¢) - The size of the plots is fixed between a minimum of 5 hectares and

a maximum of 15, and persons who are dependent on a "latifundio" will

have preference in the distribution of the land, fellowed by those who
request land ard are in a poéiﬁion to finance and farm the'land themselves,
The Government will fix the‘price of the plot and determine the terms of
payment., , ) .

d) Public lands will be established to which all municipal;ties, villages
and settlements will be entitled.

e) The existence of common lands is guaranteed,

f) Credit, technical and edministrative services are provided to put the
law into effect. At present the Ministry of Agriculture is studying a

more integrated plan for agricultural referm.

Insofar as collective farming is concerned, two experiments have
been carried out, but only one is operating and making progress.,

The Government has shown great interest in utilising the large
territory of Petén, With this purpose it established an agricultural
eolony and established a self-sufficient settlement in the jungle,
building a highway which gives it access to a river port near the Caribbean
Sea. This is the first penetration highway to be established in that
territory. ‘

The agricultural experiences of the colony on Pstén have proved that
the locality is suitable for the production of the majority of semitropical
and tropical proéucts, and it may become important as a centre for cattle

'breeding and logging.



i .+ E/CN,12/217/Add.7
Fage 39

CHAPTER III "TIDUSTRY, TRANSPORT /ID ENERGY

Introduction

(n the basis of its contribution to national income and the numbcr
of pcople employed, manufacturing does not rank among thc most important
cconomic activitics in Guatcemenla,

According to the Industrial Census of 1946, the first of its kind
in Guatemala, of a total of mor: than 950,000 goinfully cmployed persons,
23,914 worked in industrial cstablishments employing five or more
labourers, Thc gross vdlue of industrial production was 43,6 million
quctialcs, comparcd to a value of 51,5 million quctzales for total
cxports in this ycar.

lIt would appear that the 1946 level of industrial productidh was
considerably higher than that of 1945, the increase being approximately
2l per cont, according to the 4vailable data, This extraordinary
expansion can be ascribcd to ‘the abnorml conditions of supply of
equipment and raw matorialé in 1945. During the war, thc level of imports
of industrial cquipment wes very low, but betwcecn 1945 and 1946 it
increased 42 per cent.,

- 8incc 1946, clthough the volume of industricl production hes
continued to incrcasc,\its‘ratc of cxpansion has becen about 2.5 per cent
per annum, thc same ratc which provailed between 1925/29 ond 1945/48.

Industrial scrviccs,'such as transpoft and cncrgy (not ihcludod in
the preceding cstimates), also oxpanded at & considerably high rate,

This expansion, in fact, is onc of thc most importont developments which
havc taken place in Guatcmala since the war, * _

It was impossible to includce scveral of the new industrics which
have devclopcd in Guatemala since 1945 in the industrial production
indices used in this study, ‘

,/Table 15
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Table 15. Guatcnala Gross Voluc of Production and Number of

—————

pl_ycus in : uStubliShﬂLntS with Five or Morce
EmplqyocaJ 1946 &

-

Industry - Valuc of Production Hhumber of Employecs
(Thousands of quctzolcs)

P - - - ———

o s o s - - w—— Sw——

e e g ™ [

Foodstuffs ) ' 9,647.8 : 4,084
Bevurages and distillerics 1C,254.5 2,033 -
Tobacco 3,620,1 ' 994
Tuxtiles . ’ 5,827 : 4,299
Clothing o 3,732.8 2,992
Chereal products T | 1,716.8 .M
Wood - : 1,759.9 1,955
Building naterials ' 1,910.6 1,534
Tlectricity and weter 1,642.4 ' : 761
Printing and cngraving 1,111,1 815
Cthers S - 2,763.6 - 2,250,
Total - : ‘ h3 587 2. 23,914

e e e - o — 1+ ——————— ¢ = W wn W [ e —— 0 ———— 1 1 O it W mn v P ——

Source: Industrial Census, 1946.

o/ The data contained in this tablc rmst bec treated with rescrve.

" Thc reel valuc of production of foodstuffs, for instence, is
much highcr than thet indicated in the census, It is thercfore
likely thot other itenms contained lhiercin arc 81milarly under-c¢stimated.

/bne of the most
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One of the most important new industries is the production of
edible vegetable oils, As was said before, tﬁé devclopment of this
industry has cnabled domestic production to supply a large proportibn
of domestic consumption, In fact, this proportion will undoubtedly
incrcase as a rosult of the establishment in 1949 of a large new
factory for the manufacturc of. processed olls, The capital invested in
this venturc amounts to half a million quetzales.

The manufacture of plaétiés, wropping paper and hard-wood plywoods
was also begun in 1949. The production of plastic-ware is amall, but
of considerable interest, in view of the fact that these goods are . -
competing successfully in Central Amcrican markets, The capacity of
the paper foctory is much larger than is nccessary to meet local
demand, but an attcmpt is being made to cnter the Ccntral American
market for this product too.

The most intercesting prospects for new industrial development in
Guatcmala are for the manufavture of hard-wood plywood, Consumption
of this product is incrcasing in the United Stetes as a result of now
architectural tr;nds. Guatcemala has large resources of mahogany and
other similar species, which socm to justify the optimism regarding
the development of, the industry,

One of the most intcrosting features of the production indices is
the fact that, on the whole, industries which werc not subjected to
sharp compctition from imported products, such as foodstuffs, beverages
and tobacco, dcveiopcd nore rapidly than others, sﬁch as textiles, yam
and clothing, which were affccted in varying degrecs by world market
conditions, ’ ‘ )

The production of nanufactured foodstuffs increased by 23 per cent
 between 1945 and 1946, and 16 per cont between 1946 and 1949, However
a large part of this increase is represented by bread baking and
similar activities of an artisan nature. The consumption of wheat
appéars to have increascd from 27,000 tons in 1945 to 40,000 tons in 1949, .
but since nearly all this increment in consumption was covered by flour
imports, there was little oxpansion in the flour milling industry. The
expansion of the bakcries fixed the rate of increasc of the index.

/zablc 16
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Table 16, ggf;gg?ggxﬁIndices of Industrial Production-/ ‘
~ 1946 = 100
Industry ‘ ©1947 9.8 1949
Total - o l2.s - los.7 Ao
Foodstuffs 100.7 110.1 " 116.0
Beverages . 116,2 119,2 : 118.7
Tobacco - 102.9 122.,5 128,6
Textiles . 97,0 © 96.6 ° 85,0
Clothcs 83 . 5 ' ) 92 »2 . th .9
Hides and skins 97.4 : 108.6 104.7
Printing and cngraving 69.0 139,11 N 128.2
Chemical products 97.6 91.7 140,6
“Jood 112.3 96.3 . 96,3
Hon-metallic orcs : 1Cl.6 114.1 129.5
iletals - 109.2 . 83.5 83,5

W st ——— 0 ‘4—--. e o W kG —————— - W _— A ¢ B P - - ——— 3 . - w

Source: Prepared’ by the fconomic Commission for Latin- Ancricg.

e o e gt

a/ The indices shown above arc not sinilar to those nublished in the
July, 1950 Bulletin of the Bank of Guatcmala, becouse the methods
of weighting are different, The weighting of the official indices
secms very high for beverages and vory low for foodstuffs and
toxtiles, The systen of weighting used herein is based on the data
supplied by the Industrial Consus of 19486 with somc changes, In
some cascs (foodstuffs, beverages, textiles end non-metollic orcs,
for cxample) the basis of the cstinatc was different fronm that of
the official indicces, but clscwhere the samc basis has been used in
both cases, The figures for 1949 were calculated on the basis of
the percentege changes botween 1948 and 1949 indicated by the
official indiccs.

The method of calculation is also different from that uscd for the
indices contained ih the report on economic devclopment, In the
latter casc it was necesscry to use other indicators of industrizl
developrient becausce the conplete serices used in this casc did not
cxist, For instancc, in the indicces of the development study, imports
of hops werc used to show the production of beer, Morcover, the new
index includes 4 larger mumber of industrics,

/No significant
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No significant developricnts were noted in tho production of slcoholic
beverages, Production of splrlts and becr inércased at a greater rate
than the nanufacture of pure aguardicnto. This trend existed before
the war and has continued since 1945,
Production of cotton yams and textiles, after rising sharply in
1946 rennincd at o high level in 1947 and 1948, and dropped sonowhat
in 1949, During 1949 the production of rayon matcrials also decreascd,
from 402,000 metres in 1948 to 306,000 mebres in 1949.2/ Tt was not
until about the end of 1949 that the clothing industry also phowed the
effects of strong fofeign competition.
When the crisid first affected these industries, ‘their‘leaders
sought an increasc of the customs duties, which were already high, Their
- request lod to the introduction of a bill which was approved by the
Guatemnlan Cengress but vetoud by the President, Latcr additional customs
protection was extended to cortoin branches of the téxtile industry, In '
June 1950, for instance, imports of rayon and cotton sccks and stockings
were suspended, and carlicr the duties.on goods nade in Japan were
doubled =~ 3
The deteriorction of the competitive position of the cotton textile
industry wos causcd not only by tﬁe feduction in the price of imported
goods, but also by an incrcase in domestic costs of production, In
Deeerber 1949 a rcgulaticn wes enforced prohibiting imports of ginned
or raw cotton and compeclling thc yarn menufacturcrs to purchasc the
domestic product at 2 controlled price, which was highcr than that in
the intcrnational market,

}/ In view of the fact that the production of cotton textiles and yam
was partly cstimzated on the basis of raw cotton and cotton yam
inports, and that o froction of thosc imports.was probobly used to
re-cstoblish stocas the increase of cotton tcxtllc preduction betwcen
1945 and 1946 is p0331bly ovor-cstimated,

2/ Foreign Cormcrce Weokly, March 20, 1950, pege 36,

2/ Bascd on a decrce cmpowering the Chicf Exccutive to apply
discriminatory tariffs against goods made in countrics with a
surplus in their balconce of trade with Guatcerala,

/The productive capacity
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The prcduétiﬁe capacity of thc textile and clothing industries in
Guatennla did not increasc greétly af%er'l9A6. ith the exccptidn of
a coffec bag factory producing 1,500 bags cvery 8 hours, which was
cstoblished in 1950 with the financial assistance of the Instituto de
Fomento de la Produceidén (Production Developriont Institute, of a shirt
factory with o capitel of 50,000 quetzalces, and of a few small work-shops
monufacturing native, cloth for the export rarket, no new textile

factortcs of any ikportance were cstablished.

Avoilability of Raw dateriols

All thc importent. industrics in Guatomala, with the exception of
foodstuffs, chenicai products 2nd timbér, depend largely on imported
row natericls, According to 1946 census data, for the ten most importdnt
industrial groups, 41 per cent <f the row naterials uscd were imported.
The textile, clothing, bevereges, building moterials, printing and
cngraving, and the tobacco industrics, uscd the highgst‘prpportion of
imported raw material, according to this census.,

The only chonge of any importance which occurrced in the supply of
raw teterials was thet of the t.xtile industry. ..s a rcsult of cotton
~developriend prograrmcs, the Guatomnlan textile’ industry has since 1949
been using incressing ancunts of domestic raw nctericls, It is cstimated
that in 2 rclatively short period the country will be oble to supply all
the cotton required by this industry. In 1946, 54 per cunt of the country's
raw matoricl inperts were rade up of cotton,

Contoiners comprised 67 per cent of the total raw netericls imported
by thc beverage nanufacturcrs, During the war, a glass bottle factory
wos astabliéhed in Guatenala but tochnical difficultics intervened and
the plant noever went into production, although the equipment is intact.
It is quite likely that these tcechnical difficultics may now be clinminated.
Though raw matcrials for the manufacturc of gless cre found in Guatemnla,
their utilization in the ranufacture of bottles would not be ccononic
unless it were possiblce to nmake selecs in forcign perkets, However, the
bottle-nizking industry might be bascd on broken glass, which exists in
large quantitics and which might also be imported.

Another of the leading raw naterials imported by thcvbovcragc.

/manufacturcrs is the
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manufacturers is the malt required for the bfcwerics. The country
night perhaps produce barlcy‘for tho brewiﬁg of beer, but for this
" purposc it would have to moke use of lond on which wheat is at present
being grown, and the adventages of this substitution appears dubious.

The most inportant "raw matorialst used in the clothing industry ére
wool and rayoh cloth, ia l9h6,,two-thirds‘of the value of which
corresponded to importecd cloth, Though its present volume of production
might be considerably increasced, Guatemnla docs not heve the necessary
conditions fér the ecstablishnent of an importdnt wool'producing industry,
even to mect its own consumption, and it is highly doubtful that the
narket justifics the cstablishment of . spinning mills using imported wool.
Therefore, the woollen tuxtile industry will probably always depend on
imported row noterial, For the tine being the situation with regard to
the menufacturc of rayon goods is the same. In this casc the volune
of imports is such that thc market might be considered sufficiently
large tu justify the cstablishment of a rayon weoving industry,

It secens possible, on the other hand, that domcstlic raw meoterial
could eventually replace a large part of the imported material cmpleyed
in the tobacco industry, Fifty-nine por cent of the raw nmoterials
imported by this industry is mnde up of tobacco leaf, (Of the total
tobaceco used by the induétry, only 42 per cent is imported toﬁaccq leaf).

In 1946, the total velue ¢f raw matcrials used by industry eqpailed
4L per cent of the gross volue of industrial- production, inmported raw
materials representing 18 per cent, This percentage may at present br
lower, and in the future, it is very possible that there will be a tendenc§
for the proportion of imported raw materials to continue to decline due to
greater domestic supply of existing industries and the relatively more

rapid development of industries using domestic raw materials.

-

- /Toble 17
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Table 17, Gu&tmiwlﬂ’ Utilizaticn of Inpurtcd Row - Laturlgls';g_}pg
; - Tcn to;dlqg Tndustriel Categories 1946 a/ :

W . — -———— & W g w—

— e A A ————— S——— oo

Industrjcl Catcgory L Value of the Raw lMatcrials Percentage of

. (Thousoands of quetzales)  Imported Raw
.o L . Mfterlals
e h e . o v = pga— it v ks e—— ¢ o b e e e o e [

Fvodstuffs 6,139.0 i 18

Buverages 2,618.4 55

Tebacco ©1,289.5 L8

Textiles - ‘ L2037 ’ 70

Clothing ' - 2,619.4 - . 55

Chenical products ‘ 1,082,2 32

Wocd ' . C- 827.7 T

Building notorials I 776.1 . _ L9

Zlectricity and water . . o "149.9 57

Printing'and engraving o ‘ 338.8 ‘ 50

Total ' x . 18,262.7 41

- o T4 Ewienmw sers eene e Tw e 6 B0 3L 8 ek e Sl ek el R S TS s i e A S S ot e S

Svurce: nduptcd from the 19A6 Industriul Consus.

u/ Excludlng fuels, .

-

. Transpurt . .
hS W28 poiated cut in the report on Ecunohlc Dev;lopnent of Guatemnla
thu expansion of metorized trcnsport begon durlng the 'twentics, when
railwoy developnient wos sluwing down, This trend hes bucone sharpcer
since 1945, ' - .o ‘
 The increase of nuterized transport is well illustrated by the foct
that between 1945 and 1949, inports of lorrics ;nd buscs avéraged 2,327
tons cnnually, wherces before the war (1937-39) thoy avercged only 606
tons, Petrol imports increosed 162 per ceat butween 1945 and 1949,
whercas betwoen 1937 and 1944 tacrce was ~a ineréasc of only 58 per cent.
Thu increased cveilobilitics of mutorizéd tronsport cquipnent and
the improvaient of the roads, which cnabled the cstoeblishment of new
"~ intor-urban ncetworks, has lod to o considerable inervase in the number
of passcngers carricd, and proebably clsu in the volume of carge, - In
1949, thc number of poasscigers carricd by intcr-urban. buscs wes ncerly
five timus'highur than the nwiber in 1945, Should this rote of expension

/increase, the nunbor
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increase, the number of passengers carried by motorized transport in
1950 would be higher‘phan those travelling on the railways, (approximately
4 million passengers per annum),

No data are available for the increase of the cargo caryied by
motor vehicles, but duriﬁg the past few years several large new transport
companies have been set up, Wearly all the 1arge.comﬁnnities are
connected by regular bus lines and the competition. for trade has lowered
the tariffs beyond the controlled rates set by the Government. .

- Air transport has followed the pattemn set by motorize& land
transport. Between 1945 and 1949, the number of passengers increased
from 16,00 to 74,000, and the volume of cargo increased from 3,500
to 4,100, while 6,000 tons were carried in 19A8-—/ At present,nearly
all the important towns of Guatemala are connected by a regular air
service, run by a 3tate ~ owned company, with an autonomous
administrative board. = .

The railways, on the other hand, éhow no sﬁch,trend of expansion.
The maximum cargo waslcarfied in 1947,'due principally to the increasoc
of banana exports. This volume began to fall sqon'after and remained
at a level 2,4 per cent below that of 1945. However, in no previous
period of railway history in Guatcmala was the volume of cargo carried
so high, The same applies to the number of passengers carried by the
railways, which had reached a maximum in 1947, but then began to decrease.

This trend mey be partly due to the competition of motor transport.
‘Wﬁereas the number of passengurs carried by the railroads decrecsed

8 per cent betwecn 1947 and 1949, the number carried by motorlzed means
incrcased 42 por cent,

Comparing the rclative incrcose of cargoes and passengers carricd
with the income derived by the railwayé from the tronsport of cargo and
passengers, it would appear that railway rates have increcsed
significantly., In certain sectors of the network, such as, for instance,
from Guatemala to Pucrto San José, which are also linked by a paved highway,
the railway rates have lowcred as a result of the competition of
motorized transport,

o ——-—

}/ The reduction in the amount of carge carried in 1949 is probably due
to the contraction of chicle exports, which are carried by plane from
the forest to the ports of embarkation.

/nglevls.
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T"Qlf 18, Guatcmalo: zo and Passancvr @arricd by the Railweys
- 5¥¥{JIE¥?E;§¥§EEFQC xransuortwof Corgo end Passcnecrs
: ‘ T945-1949. '
vears o Sergo ... .. FPaessungers o Income
Thousands Indices Thousands Indiccs Thousands Indiccs
of tons 7 of quctzalcs
1945 935.C - LLLW 3, ?’55 2 100.0 ,.;12 5 . 1.0
1946 1,044.6 111.7 h,152.2 107.7 7,64L5.8 119.2
1947 1,141.1 122.0 = 4,122,7 10U6,9 9,5683.2 149.4
1948 1,0%0.2 116.5 3,929.2 161.,9 G,396.7 155.,9
1949 Gi2,L, - 97,8 3,75%.8 95,3 9,0L16,6 - 140.8

Source:  Dolutin, Dircecién Generel de Bstadistics (Bullotin of the
fenernl Stetisticnl Deportmont), dNos, 24 ond 25, April-Junc 195C.

Th. railway is the only merns of conteoet with the Atlantic scaboard
in Guctemclo, The Toverament has showm grent intercst during the post
fow younrs in stimulnting compctition in this scctor, nnd with this
object in view, it is plomaing to bﬁild & road which will open this
scctor to motorized transport, ,

There is another closely related problem which is a source of
constant” concern to the Covernment, nemcly, on ~vailable port on the
Atloantic sceboard ond the building of 2 merchant flect, There is onlj
e port ob the present time - Puerto Barrics - where ~11 the instollations
are the property of the same bHrivoato compaﬁy that wng the ships ond the
rallweys sorving the port, This sgituction is o constant sourcc of
friction betweon the Government and the compony. The comprny's system
~of transport must onurltc in such ¢ way as to unsur: the continuity of
transpert for the bonone crops} A1l other considerations ore sceondary
te this objbctch, since the suceuss of the banene plentotions depends
lorgely on this factor, On the cther hend, the absolute control of the
troaspoert systen by o privete compnay nmust necissarily be unsatisfoctory
te the Governncnt, In o message to Congress, the iinister of Sconomy
declared that foay forp of shackling in mattors of maritinc transpert
involves tas subjection of our basic cecunemic occupotions to forviem
private intereets, and the conscquent insceurity of our system of |
producticn and of the ;UJllC Truasury.h }/

17 prcff’uf The TAaister OF Secnemy cad Lobour, Liechcizdo Alfinso Znuce
s, to tho Cungress of the RquDllc of Guotcawln, Rovistoe de Deonomdn
Joo. end 3, 1949, pages 97 nnd 98, - T

/It was proposed
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It wns proposcd to solve this difficulty by the bullding of a

railroad from the city of Guatemela to Pucerto de El Estor, on the north
coast of Lnke Izabal, which 1s connceted to the sea by o navigable
river, to carry out the necessary port instcllcotions at 1 Estor and
purchase small-tonnage shipping. These solutions werc contained in a
bill presented te Coungress in 1949, togcther with other measurcs for
p?»viding the funds wifh which to devclop the northeastern part of
Guatemala, None of these bills have yeb been carried into effeet.

Preduction cnd Consumption of Encrgy

The consumpticn of cnergy in the country is oxpending rapidly and
has beon stimuloted by the dovelopment of mctorised transpert, by the
cxtension of the cleetric light scervices to the grbai mass of the pupulatién
who hove thus far been deprived of it, and by the impctus of industrial
development, The most important inonimetce sources of cnergy in Guatenmnla
have so far been the forests, togother with domestically produced elcctric
power and imported petrolcunm, )

The impertance of wood as o source of "encrgy scens to have been
dcereasing for sume timc, partly becoausc the ncarby forest rescrves have
becn exhausted and partly boccusc of the raisiﬁg of the wage level,

The coensunption and production of cleetric power hos increnscd
remorkebly, Excluding o number of smnll plants, for which no data
exists, preduction increnscd 43 per cont between 1945 and 1949, that
is to say, an amnual overage increcse cf 8 per cunt, According to the
information availrble, the increase in 1950 will nost likely be more |
than 8 per cent, ,

As wos said in the report on the Econoriie Development of Guatemnla,
the mininum res.rves of hydro-clectric puwer in the country anmount to
sonic 12,560 million kilowatt<hours per annum. The prescnt consumption |
of inaninmnte cnergy, cxeluding cool ond wood, is cbout 680 million
kilowatt~hours. Poetroleun and its by-products providé about 88 per cont
of this total, the grecter pert of whiéh is consumed by the roilways and
notorized transport, The reploacoment of o large proportion of petroloun
consumpticn by clectric power scens unlikely unlcess the reilways are
cleetrificd, Morcover, the industrics which could be dcvelopod?in

/Gustenala are not
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Guatcmas arc vt large consumers of cleetric puwor, with the possible
exeeption of the sionufacture of cleetrodytic zine, According to o report
drovm up in 1945, the San Miguel Acatdn region of the departuent of
Huchuetunange is e potential source of lead and zinc which iy become
vury valucble in the futurc";, and in the Cobdn region of the Alta Vera
Paz Doportrnent, lead and zine ore clreedy being mined on a curwreinl
bnsis, ‘

The eonsunpticn of petrceloun and its by-products doubled between
1945 ~ad 1949, and since the wor hos accounted for 1C per cont of
Guctonlets totnl duports, It is belicved thot there cre cxtensive
putroloun depusits in the noertheasturn scetor of Guoteiwnla, Until cbout
the middle of 1949 this ~rea wos boing drilled by three forcign componies,
wiaw withdrow beenuse thoey were winble to receh en ~grecriont with the
Governmwat os regerds controcts niid concessions,

Table 19, Guﬂtblxl”'~pUWSUIDtiuﬂ of Iﬁ.nlrhgg.unbrgyl-'ﬁgpgggégg
T Charcocl “1d ond

— g e ——— o w—— e - = e a L a - C e e e R M At X A e ————— e % W w0 &

Yeors loetric power ?utroluum bv~pruducts Total conswaption  Per capite

S . L . ... ... consumption
1,00 % of " 1,000 p4rsd 1,000 TIndices  XWH TIndices
S K tot“l iGIH totel KWH :

1945 55 252 19.1 2u8 893 80.9 344,135 1C0.0 131.,9 1C0.0

1946 59,992 - 1lh.L 356,652 85.6 4i6,644 121,1  157.3 119.3

1947 65,507 - 12.2 A?b,028 - 87.8 535,535 155.6 198.4 150.4

1948 70,181 11,2 609,171 88.8 679,282 197.4 249.0 188.8

19,9 178,848 - . .. Tew T e e .o

e e e e G e T e B —— ¢ W v M o W g A Yy T @t me & R R O e T P e

Source: Data supplicd by the General Stotisticel Departrent, ctrvlcun
wa" cunverted into its EWH cquivalint, the coleulation being
cscd wun 2,470 KWH per mctric ten of potroloun,

In 1949, Guntunrlot's potrolew: legislation wes modificd.  The outst.ndlng
fentures of the new Potrolew: Law are as follows: a) cxporimental drilling
concessions shall not be granted for arcts of mere then 200 OOO hcctgrvs,

b) cxperinentnl drilling concessions shall only catitle the huldcr to

l/ Elondford C. Burgers: Report un the UﬁlllZ“tluﬂ ~f the 1 Iin;ral fesources
of the topublic of Gurto Llc.-TIntgr-Anprlc n Developaent Commission,
Washinston, U.C, ilorch 1946, prge 41.)

/working rights when
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working rights when thechncessi9n is held by the State, 2 citizen of
Guatemala or'a Guotenalan compony, the capital of which must be
predeninantly domestic (65 per cent of the capital must be subscribed
by Guatennlon nationals); c) the working concessions shall ‘be of an arca
not greater than 100,000 hectares, and shell only be granted to tho
State, to Guatennleon n_tionals and to Guutcmalan companics, the capital
of ‘which rmust bc predominantly national; d) the State nay, however,
grant experinental drilling ond working contracts to both national and
foreign undertakings; e¢) in this casc, the State ‘rescrves for itself
12,5 per cent of the gross pctroluun.production the rest being used to
amortize the capital invested by the contractors: noreover, the State
is entitled to.15 per cent Qf thc net valuc of production, The machinery
and equipnent for workiﬁg tﬁc wclls shzll bocorie the property of the
State from the rwnent they are acquired by the contractor and their
valuc is paid in pdfroleum., The coéntractor must undertake to build
refincrics, The Petroleun Law also cstablished the Instituto Nacional
- de Petrlleo (National Petroleun Instltutc) thq object of which is to
nforrmlate donestic petrolcun pollcy and carry out the legal provisos
which must be observed by the private companies in the course of their
transactions&-" Since its cstablishment, the Noational Petrolcun Ihstitute
has carricd out various experimental drillings, the-results of which are

unknown, It has also opencd 2 school for petroleun technicians:g

Governnent Policy

The chonge of Govermment pulicy in relation to various branches of
cconoric activity has, in fact, becn more far-reaching then thp events
which mark the course of development in transport and energy, the creation
of ncw industries, with their attendant difficultics, and cven foreign
compctition itsclf, '

l/ Statement of the Ministry of Economy and -Labour on thc new project of
the Petroleum Law, published in the Revista de Economia, Nos,.2 and

3, 1949, page 36,

2/ Data supplied by the lMinistry of Econoriy and Labour in 1949, El mes
econémico y financicro, February 1950, page 20,

/Until 1945 the
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Until 1945 the Government was largely indifferent to industry, Even
when it groented protection to verious sectors of rmenufacturing, it was
not belicved that conditicfis existing in Guatemala were favourable tc
industrinl devcloprent, In the report prepared by the Gevernnment
represcntatives for the Inter-Anerican Cormission of Econonic Development,
the Govermment's attitude in this respect was clearly expresscd. The ’
proevoiling cpinion since 1945 scems to be thot within aclmowledged
limitotions, industrics nay acquirc for greater relative inportance within
the orbit of donustic ccononic cctivity as o whole,

In accordance with this new trerd, the "Ley de Fumento Industrial®
 {Industrial Developnent Legislation) and the -Instituto de Fumento de 1z
Produccidn (Production Develepuent Institute) werc cructed os a stirmdus
to industry. The Industrial Developrint Low enpowers the Dxccutive to
gront Custors excemptions for nachincry and cquipment, row moterials and
building matoericls, ~nd to reduce t“X"tluﬂ un Cxcess pruflts and on
property. -

A The law cl°SSlflCd industrics unuar various groups according to
two criteria: 1) whythcr the row mhtcrlwl used is of donestic or forcign
origin, ond 2) -whether it is a new product or not.

The industrics which werk exclusively with donestic row moteriels,
whethoer previously cstoblished in the country or not, orc entitled to
Customs tariff cxeopticns on building metoericls, machinery and cquipnent
for a period of ten years. The industrics working with both imported
and dunestic raw materinls arc cntitled to similar tax exerptions but
must poy tax on raw material inpurts ond arce not . granted tax reduction
facilitics for cexeess profits and preeperty. The period for which thcse
privileges arv gronted and the amount of tax reductions increasc in

lation to the propertiin of donestic row antericl uscd, and according
to whether the compenics have boeen recently cstablished or are of long
stending,

In vrder to anjouy tﬁusc‘privilcfus, the law cstoblishes that 100 per
cent of the copitel be of donzestic origin if the whole of production is
ploced on the donwstic narket’ and if productive techiique is fairly simple.
The capital nay be cither nationel cr foreipn when the industrics produce
reods for the export wnrket, ‘

/In spitg of the

it
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In spitc of the fact thot éince the law wos possed ot the end of
1949, L1 companics have already tcken adventoge of its facilitics,l/it is
doubtful whother it offcrs sufficicnt inducenent to incustriol devilopment,

The Guatennlan tax retes arc net actunlly heavy and therefore
reduction of taxcs on excess profits can hardly be considered os an effective
incentive, The od valoren import duties on méchinerj varied from 10 per cent
to 15 per cent in 1948, A reductiun of 10 per cent to 15 per cent in the cilf.
velue ¢ mcchlnury would only affceet the cost of production sli; htly,
espeeially in view of the long period of deprecintion, -

The foct thot ne facilitics are granted on inmports of raw noterials
can perheps be justified as a means of chocking the deviloprient of
cccupations which depend largely on forcigh suﬁplics, but the law seeaha in
any case too strict, There are certaiﬁ activitivs which might devclop
econoriically, (such as the phsrmaceutic“l industry, for instence) but
which arc¢ unable to do so, partly boecause the dutics on the rew noterial
arc highcr thean thosc on the corrcspundino finished product, 1In the
cose of reyon weeving, for cxarple, a preferonticl troectmont for the raw
nrterial would probably bo justified.

The good ur bad puints in the industrial cbvclupnunt legislation
must be considerced in torms of what arc thought to be the grestest
obstaclus to monufecturing developnent in Guatonela..

Apart fron the general limitations of natural row rctoricls and the
small size of the market, perhops cne of the greotest barricrs to such
develupnient is the lock of knowledge regerding the cppurtunities for
investnent, The largest fortuncs in Guatunala arc invested in trade
and cgriculturc, but have rorcly been opplied to industry. This is
probebly duc to scelologicol as well as cconouride reasons such as the
consideration of the risks involved, However, the lack of kﬁowiedge
concurﬁing the opportunitics for investient, and the fact thet such
énuwledgc might be acquircd ot the cxpense of o number of unproductive
investrunts is undoubtudly a fundamental foctor,

- . - o

l/ Report of the Minlstfy of Eeonony and Lobour in 1949, published in
El nmes ccondmico y financicro, Februery 1950, page 18,

———

/Another censiderablo
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:
Another considerablc obstocle to thu}dchlopmunt of investrient
which has bucen widely discusscd, is® the lack of an orzoenisction which
could accumilate and chenncl individucl savings ond which would dct as
an underwritor for new stock, Finelly, thorc is the considereation of
the elready neationed risks invelved. Evidently, the cloacnt of chonce
is much grector in industry then in agriculturc or in busincss, so that
the pr.fits of industry must be much higher in order to compensate the
difforeince and stirmlote the displocanent of investients from one scctor
to ‘the other, Given the hish prufiﬁs of trade and agriculturc, it is
hardly likely that cntroproncurs in these scetors should st k investmonts
in other ficlas,
According to thise criteric, industrial lcgislaticn con herdly
be wuxpocted to have a great offect in cneouraging investinents in industry,
since it dees net clininate ~ny of the principel cobstacles to the more
rapid uxponsion of industrinlisation., On the other hand, the
ostoblishnient of the Production Developrnient Institutc, which began
operating in December 1948, wos o great step towards the solution of
hese basic problums.  Its Deviloprient Deportrint is cuthorisced nto
cstablish industrinl undoertekings on its own cccount ond to purchese
shores, bonds and debenturcs issued by companics which arc beginning
vperatiuns ur extionding branches of production or scrvices which offer
sound developiiont possibilitics", ond "to zucrantcee the whole or paft
of the anortization, intercsts end dividends of bonds and shares issued and
Jdoans contracted by the aforesaid tompanies, provided they are subject to the
financial control of the Develeprient Departnnt!, Morcover, it is
authurised to "issuc, float, buy, scll or rceceive ~nd deposit any shorcs,
bonds or vther quotud stock!, ond "o grant Loans thereon and aet as a fiduciary™,
In this wny the Develoment Deportiient cm act os underwriter )
In Clausc {(a) of Article 10, the Developrient Deportnent is
~uthorised on its cwa account, or in co-opcrntion with cther organisctions,
to unduertake rescarch rolating to the basic roesources of the country for
the purpese of deternmining the pessibilitics of cstablishing new
industrics or other productive occupztions, This authorisation cnablos
the dupartnunt to beconis an active premotor of doveloprient,
As rcegerds the roduction of risks in industrial ventures, the only

/acans which thc
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meons which the law offors thi Developuent Institute for this purposc
is the cstablishing of its owﬁ‘companius ond the right to transfer thenm
to privatc ontcrpfis»,‘onc» thulr succeess is cnsured, This proccss
r»quirgs rnere capital thon the Institute posscsscs, f

Tho taska of the Developnent Institute, according to the Work Plan
for 1949, are princlpally dirceted to achiuving the -following: a) the
introduction of modern technique in cxisting industrics with a vicw to
lowering the cost of production; b) the oxpansion of industrics and the
cstablishing of now ones; ¢) the reduction of certain scctors of imperts
which doﬁld be econonically roplaced by dumestic production.l

In the ficld of manufacturing, the Institutu, in 1949, proposed to
5study and develop the following industries: cement, glass, sacks, leather,
fertilisers, vegotable vils, meat and dairy preducts, with o view to
rationalising and oxpanding thcir pruductiunﬁz

By the ond of 1950 the Ministry of Economy hod prusented a bill to
Congress proposing the cstablishnent of a systoun of State Development

Banks which would alsc include @ Workers! Bank (Banco de Trabajo), an

Agricultural Bank and a Mining Bank. ‘

The proposed- Industrial Bank was intunded to facilitate the granting
of mediun and long=-term loans to private industry, to the State and to

4

\Municipal authoritics for their industrial venturcs,  The cuthoriscd
capitdl ancunted to 50 milllon quetzoales and would he'financcd by an
ad valorem tax of 2 per cont on oll imports and cxports, with the
exception of those cxcrpted by the Statc, (It is cstimoted that this tex
would bring in a revenue of 3 million quetzales per annum,) It should
be nmentioned that the Develupment Department of the Institute isv .
authoriscd to carry out the same functions cs arc assigned to the Industrial
Bank,

- - —

}/ The Production 6f Developuent Institutc Working Plen for 1949, Revista
de Econurda, Nos, 2-and 3, 1949, page 199, The tern "industry" docs
‘not apply only to manufe cturing, but also includes agriculture,

g/ Production of Develupmcnt Institutc, op. cit. Page 204,

/CHAPTER IV .
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CHAPTER IV THE PROCESS "CF ZXPAHSICN AND ITS EFFECTS ON THE MONLTATRY
‘ SITUATION, CII PRICES AND ON THE BALANCE OF PAYMENTS

The tionetary Situation -

‘ﬂonetary circulation in Cuatemala increased at an annual rate of
32 per cent between 1938 and 1945, From the end of 1944 till the end
- of 1949, the average rate of increase'was 10 per cent, though since
1946 it has only increased 4.3 per cent per year.

The most important cause of monetary cxpansion since 1944 was the .
increase of foreign exchange reserves which, since 1938, amounted to
34.5 million quetzales, as compared with an increase of 24 million in
curréncy circulation, As can be seen in Table 20, this factor continued
to have considerable influence until 1946, after &hich its pressurc was
weakened and, since 1948, the loss of forcisn exchange rcserves has
served to modercite the monctary cxponsion arising from bank loans and
the Government's financisl operations, .

| The loans and banking investments amounted to 17,5 million
quetzales in 1945 and totalled 35.8 million in 1949, an increase of
105 per cent as compared with a rise of about 36 éer cent in the level
of wholcsale prices, ,

The large proportion of the increase in commcrcial bank loans was
derived from the State Bank, Since July of 1946, when "the Bank of
Guatemale was founded, until the ond of December 1948, the Banco de
Crédito Hipotecario (Hortgage Loan Bank) increased its loans by 7 million
gquetzales, whereas the total of loans granted by all the other commercial
banks only inereased by 3 :million, In 1949, the loan policy of the Banco
Hipoteccario became stricter; loans for builldings, the purchasing of land
and financing of hire-purchase salcs were refuscd, A large share of the
inercase in loans granted by thc Bank during l9a9?was uscd in financing

1/

State farms which were orgenised as ca autonomous undertaking in that year .~

I e e —-

;/ Formerly these farmes were finenced by State funds,

/Table 20
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Table 20, Guatemala: Gross Factors of Nonctary Exponsion, 1945-1949
(amual changes in thbusandstof quctzales) -

—— P .

1945 1946 - 1947 1948 1949

T A — " " & - . —

Bank of Guatemala 6,600 11,000 4,400 .= 1,300 - 500
Forcign exchange A ‘

transactions o/ 7,000 5,700 2,400 =~ 3,700 -9,400
Discounts and ’ p , ‘ ,

re~discounts . - 400 2,700 1,000 1,900 2,200
Transactions with : SR

~ the Govcrnment - 2,600 1,000 500- 6,700

Gormercial Banks 2,300 2,000 1,000 4,800 4,200
Foreigﬁ exchange S ‘ o

operations - 600 1,500 - 500 -~ 300 . 900
Loans and ) S ' '

investments b/ , 2,900 560 1,500 5,100 3,3C0
The Total Bonking Systen 8,900 13,000 5,400 3,500 =3,700
Foreign cxchange operations 6,,00 7,200 1,900 4,000 -8,500
Loans and discounts 2,500 3,200 2,500 7,000 5,500
Transactions with the N ‘

Government ¢/ - 2,600 1,000 500 _ 6,700
Increase of currency ' 7,600 5,000 600 3,400 2,600
Gov?rnment depdsits ~ 800 4,400 4,700 -2,200 =1,400
Savings deposits - 100 LOG 80C =~ QU0 LOO

— - ——— — . P A

Source: Adapted from International Financial Statistics, Nov, 1950, page L4i.

a/ Docs not include the foreign exchenge reserves of the Government.

‘ EY Discounts and re-discounts in the Bonk of Guatumala have been
subtracted from loand and investments in the banks.

¢/ Loans and investments of the banks also include loans moade to the

—

. Government since 1948.

/On the other hand
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On the other hand, while thc Banco Hipotecario altered its policy,
the‘othcr'étate bank, namely, the Production Development Institute which
had begun to operate in 1949, granted 4.7 million quetzales in loans
- during thc coursc of ﬁhaﬁ year. Thus its share in the increasc of loans,
discounts and investments wag 73 per cent of the total granted by '
cormercial banks.l/ | S

In September 1949, 27.5 pcr cont of the loans grantcd ty the banking
systen were for purposes of assisting agricultural and cattle breeding
activitics, 9.8'ber cent for industry, mining and traasport, 15.6;for
tradc, 2.2 per cent for the State and the remaining 4.9 per cent for
ordinary expenditurc and the payment of transfers such as the purchase
of propcrtics, debt redenptions, cte.

It is possiblc that agriculture and cattle breeding derived the-
greatest comparative bonefit from the increasc of loan facilitics, |
especially since the Duvclopngént Insiitdtc bogan operations, In fact,
86U per cent of the loans granted by the Institute during‘l949 were
dirqctcd toward those occupztions, o further 34 per contibeing'grantod
for industry and 6 por cent for other nurposcs,

3y the end of 1950 thu distribution of the bank loans grouted had
been -changed, Thore was a contraction in the anounts divvrtcd to
agriculture, 'consumption and transfer payments, but commercial loans
increased to 16,8 per cent of the total ﬂhi%e those to the Government
increased fo 12.1 per cent.

Foew deposits were mode in State banks, By the end of 1950, whurcﬂs
portfolio loans and investments accounted for 59 per cent of 'the
total operztiens of coumercicl banks in this scctor, cash deposits and
savings fmounted to only 25 pur cent of total deposits,

The limitations of rosources of the Banco de Crédito Hipotccario
compelled this bank to turn to the Bank of Guotanrla for ossistance in
financing its own cxpension, uwut of o total of 1,9 million quctzales
to 1ncrcase advances and rc-dlscuunts of the Bank of Guatemela in 1949,

8L per cent were gronted to the Crédito Hipotecario and 10.5 poer cent

;/ Report of the 3ank of Guftcﬂﬁl“ for 1949. Diario de Guatemnle, iy 31,
1950,

/to.thc Production
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s

‘0 thoe Producticn Dr..vblupm,nt Institute, }
The greater part of the loans and investnents expa.nsion of the
Bank of Guatcmale was for the purpose of financing Government transactions.
The bonds issued by the Government and actually in circulation,
increased by 7.7 million quetzales from 1948 to 1949, and
‘used for the building of the National Stadium and other contractual
obligations connectcd with the Carribean Olympic Games, and also for
financing cmorgency expenditure for storm demage, the initial
transactions of the Production Development Institute, and the first expenses
stages of the Hospital Buildiﬁg Programme undertaking by the Social
Securdity Institute.
The Bank of Guatemala accounted for 7 million quetzalces of the
totc.l of the consolidatod public dcbt, which mcant a net incrcasc of
6.7 million in Government honds held by the Bank, During 1950 up to
September, these holdings ‘had increased by only 451,00 quetzales.

Monetary and Banking Reforms

At the ond of 1945, 'Guatonala undertook a thorough reform of its
nonetary and banklng systums, which was inmplemented by the passing of
the "Ley Monctaria (Monctary Low), the '#Ley Orgdnico del Banco de
Guatemala® (Organic Legislotion of the Bhnk of Guatemala) and the
WLy General de Bancos" (General Banking Law)

In stating the reasons for refom,-l it was pointed out that the
changes were bascd on the . expericnce gained during the paét 15 yedrs in
Guatemnla, which included: a) a vest reduction of credit facilities,
owing to the consccutive liQpidation of various banking cstablishmonts
(after the reform only one branch of a foreign banking establishment
recmained in oporhtlon), the progr0351vc reduction uf bonk loans to half
their level obtaining between 1929 and 1931, and the ‘growing monupoly
of a singlc csteblishment, of o semi-official nature, -extending bank
loans, and b) the violent fluctusntions in the volume of the moncy in

1/ Ruberto Triffin: Plan de Reforre Monetaria y Bancaria pora la Repiblica

T de Guatcmala, Infornc Proliminor (Guo fcrﬁfa% Wonctary %ﬁifé' Reforn -
Preliminary chur%) - Acviste de Economda, Afio I, No. 2, Guatemala,l946.
Pages 12-13.

-

' | /eirculation,
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cir%ulation, (therc had been o reduction of zore than 4O per cent in
tharce years- (1930-32) and an increase of more than 4C per cent fron
1939-45); these variations were aggravated by the pessive attitude or
imputéncc ¢f the runetary authorities and by their exclusive preccupation
with exchange stability, ‘

The rcforn was therefore intended to cstablish o sounder croudit
besis and the neens with which to carry out a policy of greoter nenctary
st~bility in the widest scnsc, ' '

The originnl projeet of reforma consisted of: o) the founding of

siiple Ceatrel Benk governed by o nenctary bosrd mnde up of Governnent
represontatives and private poréons;‘b) rn ogriculturcl and industricl
wenk, for the purpuse of extending productive linns for long or nediun
periuds, which would criable the Cuaitral Bank to opercte in the credit
moarket; ¢) an insurcnee ond eapitalisation fund which would issue
insurcnce and canitelisation policics ond administer the funds obtained
fron sccial security syurccs;_d) ah institutc of coriculturnl developnent
which would gront rchabilitation luens, offor technical ocesistance to
farmers and orgonisc o proesresve of stebilisction of agriculturcl prices;
¢) an industrial developrnient institute wiiich weuld shore in new
agriculturcl and industricl undertolings, subseribing up te cne third of
the capitel reguired, and'f) a fund for the cuntrol of the stuck wnrket,
in order tou provide a cunstont nmarket for officicl ond send-official
bonds, “

tnly two of the orgrnisations prupuscd in the uriginal bill rormain:

ne Fnk of Guaternla, which has boun gronted - fund fur the regulntion
of the bond market, and the Production Decvelopment  Institute., The latter
is ~ mixed institutioun, ~cting both ns o comereinl brnk and assisting

agriculturcl ond industrial developnent,

Sconcnic Expansion and Prices ‘

There arc no general wholesale price indices in Guat.urmla for the
perivd preceding l9h6, and the only available cost of living indices
date fron February 1946, 4 wholcsale pticc’indox,bascd cn the unit
prices.f irported fuudstuffs, textiles andbclothing, shows an increase
of 13.6 pcr cent between 1938 and 1945, Foudstuffs alone show an .

/increase of 13 per cont
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increasc of 13 pur cent, clothing 14 per cunt and textiles 20 pér‘écnt.

It would cppecar thet during this period the -prices of imported and

domestic goods rusc rorc-or los uniformly. This may be scen in the

pricc of foodstuffs, since indices cxist four rctail priccs of -foedstuffs

in Guatemala Git&, showing an average annual increment of 10 per

cont, The similarity in the risc of textile prices cannot be proved

by statistics, but the risc in the price of inported products rust have

becen greater becouse their influoﬁcc is fult both on the salus price fixcd

by conpetition, and on costs which are influenced by the pricé of

cotton, - the important ‘raw uaterinl in Guatomale's textile 1ndustry 1nd

which was almost entircly l.portud during thc whole of this period,. N
The rate of inercasc of domestic prices begen to fall in 1947 and

this alsu oceurred in relotion to inported preducts, However, in 1949,

whereos the price of im@ortud products wes reduccd, the price lovel of

dunicstic production’ centinued to risc.

Toble 21, Guatermala: -Changes in Wholosale Prices of Dumestic
Pruductlon by Cotogerics.

. " Jonuory 1946 = 100 .
Years Total  Foudstuffs Toxtilcs Building Fucl .dscellancous
and boverﬂges : Moterials
1946  115,6 118.2 - 117.4 107.9 114.4 108.1
1947 124.9 123.9 134.2 116.2 128.5 138.3
98 131.8 135.1 131.7 117.8 130.4 137.7
1949 136.,0 145.8 124.4 118.6 135.3 - 106.6
19502/ 143.5 156.1 119.5  122.7 L41.5 13.2

- ———— - Tt - - ————— -~ - - S e 5 e e e

Source: Bullctin «f the B"nk of Guatcmale, Scptvnbhr 1950, page 36,
a/ Prelimdnary ostin “te.

The rising price level in Guatemala during the period under
obscrvation mny largely be oscribed to the increoscs of prices vn the
world rnierket, which con hordly be offsct by ncnsures token locally, In -
foet, during the S5-year period, the stobiliso tlon of the general pricc
lovel made it nccessary to reduce prices of donestic pruducts to such an
extent that they would cumpensate for the rise in the price of imported

/goods. Howevor
4
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gouds, Howcver,‘this policy would have involved so sﬁarp ~ ronctory.
contraction thrt it is doubtful whother the results would compenstte
its cost, ' ‘ o :

The raising of the general price level was followed by changes in
the relotive pricos of vorious products or groups of preducts. Up to
1947, the shorpest rise shown wes in the price of textilus, Since that
year, however, prices of foudstuffs inerensed to an cven grenter extent,
this applying both to inported foodstuifs and to those of domwstic origin,

Prices of dumcstic textiles followed the price trend on the world
narket, but, wherens in 1949 prices of domestic foodstuffs continuca to
risc, those of inported foodstuffs teaded to drop., The faet that the
rise in foodstuffs was rclotively greater, con priacipolly be ascribed
to thu inclasticity of supply which; as will be shown below, hoardly
incrensed during the war, ‘

In sune cases, the inolisticity of fooﬁstuff supplics h~s been
increased not onky by technicnl foctors, bﬁ% aiso by adversc climotic
conditions (for instonce, In 1949}, ond alsu by reason of the :rising
price level itself, As the prices of maize ‘and beans have risen
mere rapidly thon prices of othoer consunwr gouds, thus increa sing the
real incone of tho saell producers, it is possible that producers oy

have rescervud o grecter propertion of, the hoarvest for their own conswaption,

Table 22. Guanteanlo: Chonges 1n the ﬂﬁolesulc Drxcc chol for

e W - — — wees e - ———en PRS-

Selocted Agricultural Products -

1946 = 10C
Yeors  leize Beons Rice  Pototges' Brown Sugar  Wheat Cuffec
1945 974 106.2 92.0 51.3 4.9 81.0 80. 9
1946 100.C 1C0.0 lie. 0 1.0 1C0.0 100.0 1C0.0
1948 136.7 122.0 103.5 99.0 © 80,0 1338.8 121.,0
1949 168 7 168 0] 111.4 86.4 7G.0 1A2'9 138.9

e e w s R e e e W e o o - P, - -

——

Sourcc: Basced on quutations publiuhbd in the bullptins of the Statistical
Deportrent for the City cf Gu bonnla.,
OUn the WhOlv, the increase inthe price luvel during the post-whr
pericd has been nuch greatur thon the expansion of the money supply.
d
Apart from changzes of prices on the werld market and adverse climatic

/conditions, foctors
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conditicns, factors which'mzy have brought about this rise, there are
also other possibleu couses for this upward novenent,
In the first place there seems to have been o change in the public
preferance for holding liquid assets; the increase in tho rate of
circulation of depusits which hos occurrcd since 1947

In the seewnd place, the exponded activity of the Statc probebly
led to o re-distribution of inccme which favoured thc poorer scctors
of the population, whosc prupensity to cunsume foodstuffs
is creater than thet. of the average for the country as a
whole., ‘
There wes 0lso o chonge in the structure of preduction, rusulting
in scrvices inercosing to o greater extent thon mrnufacturing production,
ond nmonufocturing production more thon agriculture, sc that this alone
would have ~ffeeted relative prices independently of nmonctery couscs.
Finally, the wage policy affected the price level of donestic
gouds, Since the befinning of the now political regime in 1945, the
- Government hos ettenpted to roise the wege lcéul ~nd the incrcases mnde
were shbstantial, Th;s'policy hos reinforced the cffects of the /
re-distribution of income which government expenditure have brought about
and raised the cost of preduction, lowering the margin of profits for all
these products in which it was not possible to transfer the increase to the

. consumers,

Price and Wage Policy
Guatennla hos since 1945 cdopted o price policy which, in part, wos

intended to stabilise the cunsuner price level and in part to stimulote
the increase of money wages,

Tho effert tu stabilise consuner prices by dircet intervention
datcs fron bofore 1945, when this task was cntrustod to on organisation
known as -Secciln de Coordinacién Econémica y Finencicre' (Ecunomic and
Finaneirl Coeordination Scction). In 1945, o law known as "Hacrgenciao
Econlidca® (Bcunomic Bucrgency Legislation) was passcd, grenting the
gxecutive Body of the Goverment wide price cuntrol powers.‘

The most important enns of control adopted have been: a) the
cstablishing of ceiling pricces or moxinun profit margins; b) the control
of distribution, and c¢) the importing of ccrtain products by the State,

/in order to
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in order to use them ~s ctrlilis~tion stociis..

The control of distribution wee suspended recently cad, 2t present,
the price cuntrol is only ~pulied to ceortoin imported articles, such os
iyon for construction, certoin types of foodstuffs, pharmnceuticnl nocds
~nid come durnble consuner goods,

ents nre likewise subject o contrcl; ond the ~rices of uect, milk,
stdlt, suzar ond its bi~products, and cacao beans.1

VAn attempt hos nls. been nade to stobilisze the price ufsmaizp and
beans thourh this hns met with little success, It is interestin- to
note thot the raising of the price level of nize in rolation to other
products implies an improvement of the teriis of trade for the low incone
szricultural clusses, who preduce the bulk of this crup, nnd o detericoration
of these tcrms for the urban ndnerities ~nd for the coffee growers, who
ore compcllcd to pay o port of their lobourers worsces in maize.g The
repid risc of mwize prices could wenken the relotion of coffee prices to
nnize to such on oxtent thnt it ~icht ondonger the conpetitive position
of Guoatonelon coffee on the world norket. Froa 1946 to 1949 the relation
between coffee and maize prices chengsd unfavourably for coffec from 100
to 82.3, but_in 1950 the posision inproved. An exaggeratied rise in the price
of maize would incline tie populutlon to remnin in the over-populated
western aren,

In ordcr to raisc tic were level, reccurse whs had to measurcs
such as the establishrmient of ~oudniiw: wope ~nd soelal sccourdity
contributions, togother with the crgeaisation of 1ntcur syndicentes,

HJo genercl cdininue wage level was ostablished until the end of 1949,
since 1t.was nccessory to aw2it completion of the preparntory work

invelved in its colculntion; though as corly as 1943, mininw weges were .

1/ 3ince tue end of 1950, in view of intcrnationnl cvents, mere attention
is being siven to tho contrel of prices and to raticning,

2/ Until 1949, this nls. involved n fiscal problad, duc to the fact that
the State wos on importont coffee grower -~nd tncrcforc the roising
of the pricc of ncize wos reflceted in its cxpenditure,

»/being set in
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being sct in certain industrics., On the other hand, 2 law was passed
in 1947, coupelling employers tc poy én extre full day's wages weekly
- to employces who norially worked a six-day week. A social sccurity
programie was introduced, a quarter of the cost of which was pnid by
the labuurur, another quarter by the Steote and helf by the employer,
By thc cend of 1950, social securlty facilitics had been extonded to
170 thousand labourcrs,
Bascd on the Labour Code, introduced in liay of l9a7, the syndicates
have worked actively and so have brought about significont increcses in

»

the wage levels in certain industrial and agricultural secctors, The
syndicatces have not, however, doveloped to the snuc extent in the rural

" areas os in the towns, though by l9h8;‘7h syndicotes were established in
addition to the 43 which already "existec'i‘. In February of 1949, the
"Federacidén Regional Central de Trabajodourcs' (Central Regionnl Federation
of Labour) was founded specifically for rural’workers.

‘Unfortunately it is not possible to follow the ccurse of the wage
levels and rurcl income of the wage carners. In 1945, money wages paid
on the cotton plantations fluectunted at about 20 centavos (of a quetzal)
per day. In 1949, they had been increascd to 40 centavos, that is, an
increase of 1U0 per cent, In 1945, wages in kind arcunted to little less
then half of money wages., Thus, in accordence with thé reising of the
price level of consumer gouds, the rural rate of wages in the coffee
industry should have shown an impruvomcnﬁ during the last fivb years,~

Workers on. the banana plantations and in'maﬁufaéturing industries
probably received greater increases than the workers on coffce plantations,
On the cther hand it is cvident that caployees and espeeiclly civil
servants, have sustained scvere losscs, , ’

The foregoing indicates that the efforts'to stabilis: prices by
nieans of specific controls or by neans of ionctary measurcs, heve failed
becausc, 2s in the casc of Guatciwle, the upwoerd tendency sprlngs fron
prices on the world narket, and from the re-distribution of incone, as
well os the changes in the structurc of production, If it were possible

}/ This statement may not apply to female and child labour.

/to increcasc the
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thet of servicus, it is wissible thot prices would not h-ve increascd
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Lion conuot bo olinmdntted by denling with the liquidity of the
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untonnlon inports increosed repidly,  The

from 1945 bo L9

8, L7
incrcoont during this seriod cnvunted to 193 per cont,  In subscquont |

ko the guontun of irports cxponded slowly, the voduce

P 1 - .
reccined stablo.,

The average quenbun of annuel inports during the sost-war period
wre 52 per cont hizher then the nnnuel overose for the perdcd 1925-29
wad oporoziootoly equal to thot fur the pericd 1937-39,

As wos boe be onpected, nftir o period of considorable shertage of
crnpltndl poods, inpurts I this type incronsed répidly durinym the

seobewor poriod, - dhile the totol valuce of irpourts doubloed, thet of

?

cnnital gueds incrocsed by ~b.out 300 per cunt,

Tg&;y'§3a Uh&t\u“lﬁ: l’norto 2na th J‘a.cltw tu Itp»rt l9h5~19h9

LI L R
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Yorrs  Current V"iuu Crnneity Utzlizztlon of the capacity  Avoilabilitices
of 1ports to inpert tu inport } for other uses
: "Kihflﬁﬁjikﬁ&?bk‘bﬁé%%&lﬁ)
Totel Conewier guods  Copitel
and mewnotericls zoods

. e gpa— - g S —————

—— - ———

1945 23.3 37.6  23.3 17.8 5,5 14.3

L6 36.2 473 33.3 26,3 7.2 14,.0
1947 57.3 53.7 3.4 32.6 16.8 10.3
1918 68 .1, KB.5 W75 350 12.4 1.0
1949 68.0 L LAT 496 37.1 12.5 - L9

Swurce: Statistics pruporced with dote ohiained froa bulletins of the
statistic~l Departnent ond the Bank o f Guotoncla,
ithin the scetors of consuner cuuds ond row ootericls, the rost
ingortant srows, At censtant prices, arce: textiles (22.9 per cent),
cheodenl products {(20.4 per eent), focdstuffs, bévernges and tobacco
1Lk per cent) ond fucls (14,3 per cent), These four groups comprised
72 oner cont o the quontun of doports during the neriod 1945-49. The

/ .
/voluae of inports
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volune uf’impurts’in these four groups inercosed 88 per cent botween
1945 and 1949, whereas the total increase in this catogery was 108 per
cunt,

An incrcasc of this negnitude in the volune of imports of consurer
guods ond row nterials - which arc less affected by acccwiulated dooond
thrn are durable goods - cannot be expldined solely in terms of an increasc
of reol income. GOf the four prineipnl groups cited, fucls and lubriconts
incrcased as & result of the oxpansion of notorized transpert,  This
developnient may porhaps be nccounted for both by o process of substitution
ond by the increase of reel income in the country, The increose in
imports in the textiles group wos first influonced by the need to ruplaéc
sticks and later by price reductions un the world =nrket, lending to o
displocerent of domestic deimrnd tuward the imperted wreduct, Lostly,
inperts of fuodstuffs arc lorgely detormined by the doficicney of domestic
supplics, arising from ~dversc cliratic conditicns and partly
by = price‘incroasa sirmilor to-thot occurring in the ficld of textiles,
which was cspeeinlly rorked in the case of lard and veootable oils, The
governnent, in an undeavuﬁr tu avoid lucal price increascs, cronted certain
tariff c.ncessiuns, which contributed tuwards tho substitutivn of dumostic
by impertced preducts,

Chumicnl gouds showed the sinllost ineronse in the volune of imperts
which ¢ensisted lorgely of products used tu cumbat discnscs on the

banana plantationsy thesce were net much o2ffected by the incronse in the

-

national incone.
Impurts of other zreups of sceondory inportrnce increascd rere
»pidly than the category as o whele, Ancng the iest outstonding
incrcoscs is thet registcred in the greup of durable consuner oods,
perhaps duc to tho very low level used os o bosis for cooparisul., In
relaticn tu the postewar lovel (1937-39), the nverage volune for the
pericd 1945-49 was 92 por cent hizher, but hoee ogein, os in the cnsc
of cepital guuds, aceuwnulated demnnd had 2 considerable influence,
If it woere poussible to reduce cach of the nwwrcus factors 2ffictine
the totel voluwic of imports and thelr current volue to ~ sin-le guantitativ.

3 ~nd row

[

- uxpression which could be applicd toe enpital +oods, conswicr gou

/Table 21,
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t-ble 24, Guatcmalas ° Changes in the Composition of Sonsumer
e Goods and Raw Materilas -~ 19/,5-1949
(1945 = 100)

o

Feodstuffs, beverages
cnd tibaceos

% of the tutal

- —————

1946 1947 1948

o w .

1949

Volue 14.4 126.6 202.,1 249.3 284.6

Veluwae 165.1 147.2 155.6 209.1
T.xtiles nnd nanufacturiné: ‘ ‘

Value 22.9 15L.6 241.6 231.,3 216.2

Volwic 138.1 187.3 168.8 19l1.5
Churicnl Products ond sindlor: )

Velue 20 .4 142.0 4A51.1 206.7. 190.8

Velune ‘ 132.7 117.1 139.4 12C.9
fucel ond lubriconts: '

Volue "14.3 -125.6 236.4 L1144 337.L

Vo lune 151.2 201.9 261.3 255.5
Durable cunsuror olds: '

Valug 3.8 7L3.0 2226.4 2794.3 2958.5

Volwic 600.0 1494,6 2339.8 1673.1
Uther cuiswer fwods and )

row tnterinls:

Vplue 24.2 189.4 256.1 289.3 273.6

Volwie ' 193,0 218,06 251.0 248.0
Totol of the entesory: ‘

Velue 155.3 236.0 277.1 265.7

Volune 46,3 132.9 197.2 208.3

Sourco:

JStatistical Departicat ~nd the Bonk of Gurtennln,

/neterials, it misht

Statistics nreparcvd with doto obtained from bulloetins of the
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noterials alike, it might perhaps‘be concluded that the expansioh of the
domestic'economy was not sufficiently gréat to cause the losses in foreim
cxchange that began to cecur after 1948,

It_shuuld not be forgetten t%at the unit price of inperts ingreased
LO per cent between 1945 and 1949. ,

At the end of 1947 the country had a large-forcion exehange roserve
ond it wns necessary tu decide whether to maintain this rescrve at 2
high level or to ollow its decrcese. The first alternotive would have
involved the restricting of private and public investments by neans of
credit and/ur incruased taxation, or altematively restricting imports
by oy of fhc knewn proctices. In cffect, it was docided to allow these
ruserves to shrink by converting thar inte o greater availability of
copitel and cunswier jucds and leaving the market frge so that the
prqportions of these types of goods could be determined by demand., It was
thought that a distribution of these foreign exchange reserves biased in favour
of capital goods would involve the introduction of meny complicated contrqls,

Table 25, -Guatcunle: Chonges in the Velue ot Constant Prices, of
thi Leading: Foudstulis;

1945 = 1C0

i, o W o g T S g o o o W T g M S ot W

1946 1947 . 1948 1949

- ———— ——— 2 — s —— —— i s So——— -——

Bovine cattlce wn the heoof 201.3 278.2 234,86 148.7

Lord 95.3 5¢.0 L6.2 489.6
Skirmed and powdered milk 171.7 296.G L49.1 684.9
“dheat flour 8L.7  1¢8.8 120.7 119.6
i2lt 2ad germineting cercals 138.0 197.C 168.0 118.0
Thisky 221,06 '292.1 248.2 237.7
Tobaceo leaf : 149.3 134.6 235.8 202.4

e e — o

Source: Statistics preparced with data vbtoined from bulletins cof the
) Statistical Department and the Bank of Guatenzla.

Other Changes in the Balance of Paynments

Apart from the inerecascs shown in the group'for merchandisc, other
interesting chances have taken place in the structure of the Balance of
Poyrients in the pestewor pericd, nancely, the cxponsion of incune as a .
result of the tourist trond which onriched the country by 2 million quetzales

| /in 1949.
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in 1949. This rovonue, hoewever, decreascd cunsidernbly in 1950, Another
int.resting fudtﬁro was the liqnidativﬁ «f the anortization and scrvices
Sayoeats on the Public Debt, which had been nlnost entircly emortized
during the wor and carly post-wnr ycdrs. Nv great chonnes cecurred in

the relntions between the ncet

«1 such copital, The ceuntry centinucs to show o deficit in these

transcetions,
- o
Inble 26. Gunterola: -
(rzillions cf quetzales)

Yeors Berlance en the Balance on the Deficit (=) or Gold and fercign

o services cxchonge tronsfors

; account | the current
e o e begO Y e —

1946 19.6 -11.1 8.5 7.2
1947 25.7 - 17.4 8.3 4.2
19,8 10.3 - 13.C - 2.7 - 5.9

Source: Fur 1946: 3Brlancc of Paynients Yearbook 1948, ond Prelinminary 1949,
T page 218, THECTIatYondd Monctary Midd, Washingtor, T.C. 1950).
for the remaining years: sce the Report of the Bank of

Guatemala 1949. o






