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INTRODUCTION 

The radtc·al change in the policy of tho Guatemalan Governmelft has been 

the most important of the numerous events which havG taken place since the 
,. ;" . 

~ovolution of October 1944 and Which bear a close resemblance to the ch~ges 

which occurred during the period known as the 1871 Liberal Reform. 

The economy of GuateJtiala, in common with many 'underdeveloped countries, 

was chare-cterised by its extensiv~ agriculture, based on the use of eheap -

labour and consolidated in this particular case by a forced labour syatem. 

Socially, the country suff~rod from a lack of racial and cultural integration, 

the illiteracy of more than. two thirds of: its poptiie.tion, hich· rates ·or 
"' ' .... ' 

infant mortality aqd 'other difficulties which are chare.cteristic of low 

standards of living. 

Being confronted with such conditions, the ,Government wns forced to 
' . ( 

give priority to projects for their improvement. It was essential to build 

schools, establish a social security system, formulate A. labour code which 

would recognize and protect labour rights, :lllow tho org.mization of unions 

and unde'Itake other energeti'c measures which absorbs;d a. considerable 

portion of th~:;: Governm~nt' s attention. 

The radical chango in economic policy made it necessary to create new 

instruments for economic action designed to make the now policy effective. 

The 1945-1949 period can accurately be described ~s a transition p~riod 

during which these instruments were boing elaborated. Thus it would be 

premature at this time to pass judgement on the effectiveness of th~ policy. 

Among the numerous vconomic &~asures adopted since 1945 are the 

establis,hment of: 
" 

a) A new monetary and banking legislation which will nllow a more effective 

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 i~ accord with the general needs of the . . . 

country, including ~ension of bcnking facilities to s8ctqrs and re~ons 

where these services were lacking; 

b) An institute for.t~~ dovclopment of production which will ba in a 
. ' 

posi~n.-..t.o .. . carry out··r.esearch to- evaluate the rlllative advarit.a~·of 

/difforent fields 
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different fields tcwards which public ~nd private savings can be directed; 

which will be a~le to inv~stigate new investment opportunities, reduce the 

risks of private investments~throueh public partn0rship, ond fncilit.Q.to •. 

adequate fin~ncing of long-tern projects; 

{~) An organization to administer the new petroleum law and to encourage 

petroleum exploration. ru~d explnitation; 

'. •d.) _A system of agricultural resEjarch mainly direl')ted tcwards the solution 

of the basic proble!Il of efficiency; and 

(e) New legislatior. permitting a more flexibl8 utilization of the instruments 

of tariff protection by the· administrators CJf economic policy. 

As the new economic and social policy was put into effect, it was 

neceas~ry to increase expenditures. Thus, 'during 1945 to 1949, Government 

expenditures were tripled. The expansic.n ..,f publie activities coincides 

with an. increase in the real income of the expert sector and investment 

activity in the private sector of the economy. As a conse~uence of the 

combined effect of these factors, the country has .been submitted to inflatiohar:;.­

pressures of some m~gnitud~. 

The increase in r0al income of the export s~ctors of the economy arose 

from the improv0ment in the terms of trade of the principa+ expert products. 

The capacity to import, which had declined during the 1thirties t~ 58 per 

toent of th.a 1925-1929 level; was maintained daring the period 1945-1949 at 

an .average of 82 per cent above the period 1937-1939 and 50 per cent abcve 

the 1940-1944 level. 

The annual rate of priva't:.c capit<'~l format.icn, as measured by the value 

of imports of capital goods at constant prices, ~uadrupled between'l945 and 

1949. This was, on the aVt!r , 23 per cent higher than in 1937-1939. 

During the postwar period e.l:.cut 40 per cent. c-f the value of imports of 

capital goods was composed Df ind,.JatriAl e-1uiplt$nt. Tht:se two activiti.:::s, 

industry and transportution, h:nn:l develop;;;d most rapidly in the post-\V'ar 

· p.;;rird. 

In spite of thestl i~chi,nr, inents the annu.::.l rat.;; of inc rea so of producticn 

cf goods fer domestic ccnsump:.ion V..'7i!:S lower -luring the pariodl945-1949 than 

during 1938-1945. The:: volume of agricultur:"l production . with the foxcepticn 

c·f banannsand some expert prcr\.wts of svcon'"'ar:r importance, seems to have 

• Industrial prC'duction increasad .after 1946 

at tb:; rste cf ;_,?proximately 2.5 per c.::nt per yuar, tut this r.:::te ,.;as not 

./ greater than that 

I 
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greater than that experienced ir. the perio~ l93S-l945 (See Table 1). 0n the 

other hand, the production of servicas increase notably. Government services 

expanded, but the expansion of meter, land and air transportation was . 

apparently more rapid. The considerable E-xpansion of motorized land ; ·: ~ · 

transportation, however, mainly utilized :. system of roads construct.:~d some 

years ago, which has not been, expanded significantly. sinco 1945. Acccrding1y, . 
the old problem of linking by road tte economic heart of-the ccuntry in the 

South te the Atlantie Coast and the extensive region of Pcten has not yet 

bean resolved. 

The high~r rate of increase of production for the domestic market in 

th~ period 1938-1945 can be explain~d by.the fact that when the war began, 

;.Jart of th'e countr-.r' s productiv'a capacity had not been utilized. Tbare was 

idle industrial capacity in sugar, cement, textiles, electric 0nergy anct 

probably also in other sectors. Although there ~~s nc apparent labour 

unemployment., the degree cf l<'oaur utilization could :be intensified without 

rapid incr\;!ases in the wag~;; level. Mrreover, 'certain activiti0s aff,:cted "by 

the war were obliged to reduce tneir v~lumc of operation. ·The level of 

exports between 1939 and 1945, f~r example, was 10 per cent less than in 1938 • . 
The combination of cire~mstan~es mentioned above contributed to the relative 

stability Clf cC~sts, while at the same time the'limitation of competjtton from 

~~orts red~ced risks 

/Table 1 
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. 
Table 1 Guatemala: Selected Economic Indices 

. (Simple anlthmetical average rates of annual growth) 

Periods . 

Produation 1938-1945 1945-1949 1938-1949 

Coffee 1.3 0,5· 1.1 

Sugar .9.6 1.7 7;1 

Whe.:1t flour S.l ·1.7 6.1 

Beef 1.7 4.0 2.7 
Pork 2.5 1.5 2.1 
.h.lcJholic Beverages io.l 8~7 11,8 
Cig"l.rettes 10.1 9./::; 12.7 
Cott.::.n yarn 7.8 13.3 .. 25.3 
Ceoent 18.3 14.7 23.8 
Private construction 21.5 'll.7 24.4 
Electric energy 4.5· ' ll.5 S.2 

Moneta~ Circulation 32.0 6.'3 27.3 
Wholesale J2rices 13.6 9.0 ••• 

Sources: Coffee: Export ~uantum 
Wheat flour: Institute de Fooento de la P~Jduccion 
Cotton; Sp:i;:u:l~ ·Yam: »s&:ii.tltus bti.et;ctrlrt imp&rts•:-of·t·ra-w cotton 
Other pro.::tucS:.trulletins of the Direcci5n General c.e. Estadistica 
Monetary ·circulation: Internationa-l Financial Statistics, Octob"'r 
1950. 
Wholesale 2rices: Estioates for 1938-1945 based on import prices 
of clothing, tbxtil~s and foocstuffs. From 1946 on.figures are 
from the official inc.'.ax. 

On the other hand, by the end· ct the Wlr;, productive qllpacity was 

already being fully utili~ed. In addition, there was more intensive 

competition !or factors of production which aros..;; from expanded Government 

activity s.nl. from export sectors Ya rapid incrense in w<1ges and in the 

priceS of raw materials and ~ported e~uip~nt; IDJre intensiVe competition 

from imported goods, anG. adverse cliraatic conditions. Increases in wage 

rates brought cJ.bout in part by the e.xptinsiounrT .. prGc:esssit£ell:.:l.atJdT)il.iytby by 

!/ In 1945-1949 the volume of exports was 28 pGr cent gra1ter thnn in 
1940-1944 dnd 15 per cent over 1937-1939. 

/ the naw social 
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the new social legislation, seem to have b~en greater in some cases than 

incr~ases in productivity. 

Although, as stqted bef~re, the rate of increase of production fer the 

domestic market was less between 1945 ~nd 1949 than bdtween 1938 and 1945, 

the rate of increase in prices was greater in the second than in the first 

of these pariods(l3.6 per cent ccmpar.ed to 9.0 per cent after the war). 
' These developments are· easily explained if it is remembered that the rate 

of monetary expansion in 1938-1945 'was 32 per cent per year, while after 

1945 the annu~l r~te of expansion was 6.3 per cent. More~ver, during the 

postwar period it was possible to divert an important proportion cf the 

growing internal demand toward internati~n&l markats,!lwhich not only 

permitted the increase of dispv3abl goods but -1lso pc:rtly counteracted the 

monetary effect:J of L:trger exports, Government activities and private 

investment. 

The above factors have enuble'd. the c~Hmtry to enter ::~ stage of intense 

econoJllic activity, although the 1925-1929 per capita real income level has 

app&rently not yet been regained.. ~vernment support of the country's 

economy added to the ~ncrease of coff~e prices encourage the assumption 

that this aq.tivity will continue. whereas, during the 'thirties, Guc.temala 

was faced with the proPlem of ~conornic stagnation, the chief problem now 

lies in the avoidance of the distortions which, a v~ry rapid rate of 

development may impose upon the economic structure. 

11 Imports of cons~er goods and 'raw materials were 80 per cent greater 
during the p~stwar p~rioq than in either 1937-1939 or 1940-1944. 
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CliAPT.i1;R I 

T!'le process of 1.;conomic l;jxp:,nsion which the country has experienced has 

origin:. t,.d from two types of fCJ.ctors: those which h;.ve been independent 

of domestic demc:.nd and tho s~ stimule:. tc<. oy the . growth of real income;. 

rtrnong th0 first typ~, tht.., most impl"''rtcmt h.we been the increases in the 

vc:::.luc; of exports '.c.nd thu growth of Gnvernment '_;Xp<e:nditures, Among the 

second arc some ty.pes ~f dom~stic private investm~nt, espcci~lly in 

inv~ntoric;s, 2.nd electric energy. 

T:.:.bl0 2 Gu~tem~lc:.: Th~ Factors of Expansion 1945-1949 

(l11illirms of 4uetzale s) 

., ' 
C<l.p~city to . " 

~ 

1145 37.6 
l94c 47.3 
l9h7 53,7 

import G0vt:.rnmt.mt £1 
L;xp•-..:ndi turc.. s 

17.4 
28.8 . 
32.8 

Private Investment 
Imp9rts of £/ Private ~ 
Capital Goods Construction 

l%8 48.5 45.9 

1.4 
1.4 
1.8 
1.9 
2.6 1949 44.7 50.8 

9} Calcul:l tions of the; .Gee-nomic Cl"'mm:i,ssion for L.::tin .~merica (:.:,CL1\) 
based on 1937 ~rices. 

V2.lucs u.t current prices corrbsponding to th<J fiscal ye::<r anding 
30 June of t1 Je ~-c~l.r indic:'.tcd. fbe figures were obt::-:.ined !"Dom 
monthly da.ta published b;y th·-' Direccion Gcnernl de .bst'l.distica, 
excluding Public Debt payments. 

s/ C"llculations of .t:.CLA based on d::::tr, from the 0ireccinn G€ner1l de 
bstadlstica. 

£_;1 BoL"t:i:n del .i:Janco du Gu~;t.smala, Novcmb'"'r 1950; these d:1ta cover only 
pri v..~.te construction in the c:..:.pi tJ.l. 

l~ote: One 4.uetzal is e-1ual to on'"' u.s. Dollar. 

/ The incr~1.se in 
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• l • ' ' ·, 

The exports of Yuatem~la ha~e been on the upswing during the period 

1945-1949. 
During this period the av~rage annual value. of' ~:xports at 1937 prices 

was 15 per cent grr:;ater than in 1937-1939~ The most notable increases 

affected se~ondary export products, the average ~nnual volume of which . 
doubled between thbse two periods. Chicle :md bananas took second place. 

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

The te1.::ms of trade were, c n th,;; average, 35 per cent above. those in 

th.::: period 1937-1939 and the e.,pacity t" import increas0d about 4C per 

cent. 

~tnce 191~5 the v<.Uue of exports at 1937 prices has remained practically 

stabld with the exception of the years 1947 &nd 194~, when they increased 

19 and 12 per cent, respectively, in compdrison with 1945. Bananas and 

chicle were the main contributors to this expansion. 

The terr .. a of trSLde improved sharply in 1946 in relation to 1945 and 

were ~intained in the follo~dng years at a level slightly lower th~n in 

1946, rising sh:c.rply again at the end of 1949 as a result of the increase 

in coffee prices. Only in 1950 did the terms of trade reach l~vels similar 

to those of th0 pariod 1925-1929. 
The exp..;ri.ence of the last twenty-five years indicates that the. rk'ljor 

p".rt u;f.thc fluctu::th.ns in thu purcho.sine ;1uw~..:r vf Gu:>.t{;:Jc.ln ~..~rigin.:'.te in 

fluctuo..ti0ns in th" t1Jr:.1s vf tr~.de. This c,harr~ct<;;riGtic, whic~ h~s not 
ch:meed durinc the post-war pwriod, uako:::; it difficult to offset the 

' . 
effects cf cyclical ch<:l1£:0S in intur{l"tionnl. :,'k'lrkuts on tho donestic 

5J C ': ljl 0 Y:lil( • 

/Table 3 
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Table 3. Guatemala: Fluctuations in ~o;rts 1 the Terms of Trade 1 and 
...;.._....,.--~----- CaEaci tz ~OOf:nEort . 

(1945 - 1950) 

--------- --·-· 
Ye::tr Current 

Value o.f E;x:ports . _ · Unit 
Prices a/ Constant Prices b1 Value 

-·-------·--- of 

1945 
1946 
1947 
1948 

Millions 
of 

Quetz::tles· 

37.6 
51.5. 
71.9 
71.4 

1949 62.3 
1950c/ 80.4 

Index Millions Index ExP.orts 
of 

Quetzales 
_._ ...... _ 

100 37.6 100 100 
137 37.4 99 138 
191 44.8 119. 161 
190 42.0 112 170 
166 35.7 95 175 
214 37.2 99 2.16 

Terms Capacity to Import 
of Millions of Index-

Trade Quetzales 

100 37.6 100 
127 47.3 126 
120 53.7 143 
114 48.5 129 
125 44.7 119 . " .. •• 

--- -----·-
Sources: Bulletins of th0 Direcci6n General. de Estadistica and the Banco --- de Guatemala .• 

a/ Based on balance of payments figures except for 1945, which represents 
- declo.red values in customs, corrected by tho value of banana exports 

in the same mann~r ns tho official corr~ction mnde for tho calcul~tion 
of tho h:tlnncc of payments in 1946 by tho Intematlonl:'.l :Monetary Fund. 
The 19Q0 figure is an esti~~te based on values fo~ 9 months in the case 
of coffee, 8 months for btm::!.rw.s, chicle, wood ::md essc:-.tial oi.ls, ;md 
5 months for other products. Tho value of h.:.n."nas d..Jcl".re.d i."l customs 
has beun corrected by th~ percentage which was used in the official 
calculation of the balance of payments for 1949. 

b/ Calculated by ECLA. Th<J figures ·include coffeE:, bari.'>nas, chicle, wood, 
- essential oils and honey. The V!'.".luc.of other products wn.s deflated by 

an index of prices of the principal exports excluding coffee. 

2/ The 1950 figure is provisional; see note a/ for the method of calculation. 

Note: The constant values pr~svntod in this t!'.".ble do not coincide with 
--rho.se in the study on economic dcvdopment, because in this last study 

it was impossible to correct the underv".lu:1tion of banmas given in the 
customs statistics, :tnd because the basu J··.:ar w:..s chr:.ngod to 1945. 

Up to 1947 tho changes in the ca.paci~y 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 fj.guro i.n 1950 which h'ls bt>cn oe•,imted n.t about 50 per qont 

above that of 1945. 

A comparison of tho ch.'"l.rlges in the c;.,paci ty to import during and after 

tho wa.r.illustrates tho different wnys in which the stimulating effect of 

/the export sector 
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the export sector reflectud on the domestic 'c.conorny. Although during the 

w~r the capacity to import was mnintnined on nn average of only 5 per cent - . 
below the 1938 level, all persons ·employt.d in oxport ·n:cti:vitie,s, ·both 

workers and entrepreneurs (but cspuclally the latter), were compelled by 
. . . . 
the scarcity of imported go.ods to spend, or huard, n larger propurtion of thuir 

incomes within the country. The impprts of consum~;;;r durable goods between~ 

1939 ~d 1945, for ~xnmple, ¥ore 43 per cent below the 1938 l(;vel• 
vfuen international sources of supply wore reost0blished in i945, the 

population probably tended ~o redistribute their expenditures between 

domestic e..nd imported goods in n. more traditional pattern; but sin.ce. 

total sales. had increas~d substantially, it is possible_ that the pa~t 

which continued to be spc.mt within the countJ7; wn.s not reduced but 
.. 

'increased. For this reason it can be said that exports continued to . . ' 

stimulate domestic demand evun when in 1948 the country began to lose 

foreign exchange which h~d been accumuln.ted in previous yu~rs. 

Gove~cnt Expenditures . 
Between 1938 and 1944 Government expenditures increased by 

approximately 70 per cent, an increase which wns equi~.lcnt to ·the rise 

in wholesale prices. Since it is very probable that the increases in 

Government salaries and wage rates did not incren.se as rn.pidly as 

wholesale prices, Government activities, in real ter.ms, must have increased 
. . 

slightly. This increase was probn.bly loss than that of real national 

income as judged from the figures on production given above and by tho 

dc·velopment of; foreign trade.· 

The inc_roas~ in uxpendituros which took place during this period 
. . 

was financed totally out of t~cs and other current income, and the 

accounts frcquuntly. -c.losed-~ith sH!llll surplusus. Gov0rnment· b.mk deposits 

rose from 4 million quetzales in 1938 to 8.6 million in 1942.and 7.9 

m:Ulion in 1943. 

The relative reduction in tho t~x burden and the cautious financial 
. ; . ' 

policy indicate that the ecQnomic activity of.the Government did not 

have r'. stimUlating efi'i.l,ct d:uring 'the war~· 

In contra~t, after tho fiscal year l944/45 Government expenditures . . 

at durront prices almost tripled, and in terms of constant pric~s they . 

/rose about , 
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rose about 85 per cent, much more t~ real national income. 

'fhe Financ,ing of Gov_9_~nt Expenditurps 
Current Govumment income, that is, total income minus income 

deri vc.:d from lo.:ms md n.ccumul::. ted bnlanceS, did not cover toto.l 

expenditures in four out of thu five yc~rs during the p0riod studied. 

, Deficits in the first two yo~rs were ~pproximately half a million 

quetzales, or 3 per-cent of total expenditures in 1944/45 ~d 2 per cent 

in 1945/464 In 1947/48 and i948/49 tho deficits eq~alled about · 

6 million quetzales, or 14·por cent of total expenditures in the first 

case and 12 pur cent in the second •. In 1946/47 there was a surplus or 

about 7.8 million, or about i4 pur cent of total expenditures. Acc?rding 

to preliminary information, in 1949/50 the deficit reached 10 million 

quetzales, i.e. 20 por cent of expenditures. 

total current Government income increased 163 per cent between 

1945 and l949,.and the proceeds of loans increased 129 per cont. The - . 
farms expropriated from tho Gul'lllt'.ns during the war provided the most 

importr.nt new sourcli of Government iricomo. As ccil be se(?n in Table 4, 

income from Government ont~rpriscs increased notably up to 1949. In 

1950 these farms weru organized as an autonomous entity fromwhich the 

Government will in the future receive only a portion of the net profits. 

Table 4. Guato!Il.'J.la: The Composition .. of Gov0rnmvnt R~.;.:venues 
(1945 - 1950) 

(Thousands of Quetzales) 

Fiscal Tnxes 
year 
ending VaTue-}er·c·en:b 
30 June 

1945 14,516.2 86.0 
1946 20,699.7 73.4 
1947 27,471.6 67.8 
1948 30,639.3 77.3 
1949 33,281.9 74.9 
1950 35,093.5 

Government 
. _ Ente::Eri~ _ 
Vn.Jlue Per Cent 

'1,739.5 10.3 
6,756.2 24.0 

10,408.1 25.7 
6,620.1 16.7 
6,763.0 15.2 
2,170.4 

:tviiscollancous 
income a/ 

Value Pe:r Cent 

623.9 3.7 
732.4 2.6 

2,656.6 6.5 
2,371.6 6.0 
4 ,4Qf/C.4 9.9 
5,148.9 ---

Source: Bulletins of the Direcci6n General de Est~distica. 

Total 

16,879.6 
28,188.3 
40,536.3 
39,631.6 
44,452.3 
42,413.1 

a/ Except in 1944/45 .:md 1945/46, miscellaneous income included some 
- amounts from Treasury b~lances. 

/or the ind'rease 
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Of the :incrc,ase :in t(i.x yield of 18,7 million quetzali:.s between 
. . - .. r . . .. . . . . . C' 

1944/45 and 194~/49, 51.5 per cent was accounted for by consumption 

taxes li.Nied on domestic products, 35· per cent came from increased 

receipts from exports end imports, and 12,6 per cent was derived from 

grcnt~r ruvcnue from tho excess profits tax.!/ In 1949/50 there wns 

n slight :incrense :in tn.x roceipts, partly as a r.csult of groc..ter revenue 
2/ - ~ 

from import dutius,- · 

It has boon ostim.".ted thc-.t the expnnsion of the tax bc.se, which 

nccessc.rily resulted from the process of expansion of the privat@ sector 

of tho economy, contributed nbout 50 pe:r cent of tho·totnl :incrvnse in 

re:coipts • He:.d therv bvun no .chnnges .in the t~~~ rc.tt~, .tho simple 

~xpansion of the oconomy would by· 1949 h.:-.vc ;Jroducud ruceipts 66 per 

c~nt grec.tur th~n in 1945. This lncroasu would hc.vc been' sufficiunt to 

finMco tho :incrcn.se of Govvrnmont uxp...:nditur;:;;s duu to ri-s:ing prices)/ . 
It can be snid, tliert:for~.;, thiit tho fisc.:1.l dcfici ts in Guntum.':l.l'l h::1vc 

bo~.m due to thu e::x.-p::msion of Govwrrun .. :mt nctivities and to the resistance 

to new taxes nnd tho increase in th<; r(l.tcs of existing taxes to tho 

Oh~ent that the:y were nuccssnry to finnncu this oxp['.nsion, 

Tho resistance to tho introduction of new t~es hcs not only been 

the rusult of unfavour~ble politicc.l conditions. Thoru are certain 

structural and institutionc..l fnctors in tho Gun.tc:rnLJ.lan economy which 

m."",ke it difficult to incronsu tho tnx base r~pidly, In tho first place, 

1/ The tax on g~soline, which yielded 3 million quvtznles in 1948/49, 
is at present cl~ssifiud ns ~ consumption t~x, while previously it 
w~s cl~ssified as ~ import tax. It hns not boon possible to make 
tho n~cessary correction in order to obt~in a homogoncous series. 
In tho light of this f~ct it is possiblu thnt import ~nd export .tax 
rovynucs nave incru~sod tho most. 

2/ Although th.:: value :.nd velum~ of imports rc:m.:'.inod st::blc bwtweon 
194.8 and 1949, k .. x receipts wor.;; gre~t.Jr, bccn.uso private imports 
il:1c~"oased in comp~rison with those of the Govcrnmo;;nt, of the United 
Fruit Company, and othor foreign enterprises which nrc exempt from 
taxation. 

3/ Inform.J.tion obtdni,d from -:.ri unpublished. rc.port on th..:: fiscal 
structure of Gu.::tkm.:.l:;., J:)repc"',r.ed .by the Bm1co do Gut'.ttmlnla in 
c-:)opurn.tion v;ith th(;; Fud0r."..l Rcsurvl: Bnnk of flew York. 

/th(j fnct that 
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the fact that en important p<:.rt of the population is not entirely 

integrated into the monetary economy ~d that tho,lov~l of income is 

gwnorally low makes it cJmost impossible 

tax with a low exemption and high yields 
. ~11 1/ 

to l~VJ' a pcrsonL1.1 income 

~nd which can be administered 

econonu.cd.-1. y.-

T::..blu 5. Guatemala: Sources of ,Financing ,the Fiscnl Dofici t 
--------------,1~9~4~6--~1%~9~_,_.. __________ __ 

(Thousands of ·~uetzr.les) 

Bank Deposits of the Government 
End of Domestic Public Debt and Off~eial Entities b/ 
December Amount a/ Incr~ -~Am-oun-t.,..;...;.;..;_...;..;._-..o,I:::.-n-c-r-e-·a-s-e-......__.._ 

1946 
1947 
1948 
1949 

904 
3,890 
4,959 

12,672 

2,986 
1,069 
7,713 

6,954 
12,146 

9,286 
7 ,9J7 

Source: Bulletins of the Banco de Guatemala. 

5,192 
- 2,860 
- 1,379 

. Totnl 

Increase 

- 2,206 
3,929 
9,092 

a/ Excludes the floating debt and covurs only those bonds in effective 
- circulation. Includes municipal bonds and those issued by State 

BMks. 

b/ The deposits of offici~l entities hnve nlso beun includ~d, b~cause 
- a part of the public debt has bo0n contracted to provide capital 

for those entities. 

In tho second place, Gu.,tom:J.la m.-::.int,'\ins commercial c.gr08ments which 

prevent tho free .ll1.-"Uli,pulc.t~ on of import duti.:.:s. Tho ad-vc.lor.::m oquiv:3.lont 

of import duties, for &~'1.mplo, has boon declining since 1945. 

Thoro are, moreov0r, contrnctQ~l agruemvnts which prov~nt the 

Governmtmt from incre~sing tho taxes on the production and export of 

b:m:mas (the item of sucond importance in Gunt~..:m."\l:m vxports) and which 

exempt producers from profits taxes. 

ThE.:l inelasticity of tho tax b:J.s;;; -:?.nd tho lack of a. well-developed 

.ll1.-'1.rkot for Government bonds ht:'..s mllde it nucessnry to covor deficits with 

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

1/ '!'.n income tax was introduced in .:mgross in 195C, but for the reasons 
- indicated it may· be expcct~d to oe ~ sccond~ry source of- income. At 

pres(;nt tht;;re exi-sts ::m excess profits t~x on industry and conunerce. 

/dt: GutJ.tcmc:.la 
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de G~~tomaln_~Seo T~blo 6). At tho. ond of 1949, the public, excluding 

commurcinl b~ks, held 65.9 thous~d quetz~l~s in Government bonds,cnd 

pri~tu br.nks 1.1 million, out of c. totnl of 12.7 million in circul.J.tion, 

The monctizr..tion of thu fisc~l deficit could hr..vo hr..d s~rious 

inflataon'J.ry effects. The incrcr..sc of 7.7 million quutzn.los in tho debt 

which took plc.cu in 1949 ropruson~od 20 p-.;r cent of the monvy in 

circulr:. tion, Nuv .... rthule ss, 's~co there w:--.s a 9 •4 million qu._;tz'J.l d~c.linc 
in foreign rusorves, tho uffoct-'bf th~.; de;ficit on thu money supply w~s 
not felt. 

Pri~te Inve;stment 

There is no inform..".tion on thl.i t'1.ID.O~t of priv::::.to invostmunt during 

the pe;riod under rvviow, Th~.; only typo of privc.tv investment rug~rding 

which.it is possible to obtr..in c.ppro~".te figures in qur..ntitc.tivo termst 

is equipmunt, which is c.lmost .::mtiroly imported. Dntc. on construction 

c.re only c.vnil.".blo for Gu .... to:mo.ll'. City, 

Tho current vnluo of cc.pitr..l goods imports increc.sed four times 

between 1945 end 1948, but thoro wn.s prc.cticr.1ly no vr.ri~tion b~tween 

19/. l end 1949 •. In terms of constn.nt prices, tho total incrol'.se in the 

five y0n.rs vm.s 127 per Cl;nt, I'.Ild the c.vurc.go c.nnu.'ll volume WtJ.S 2.3 pur 

cont greater thc.n during the period 19.37-.39. 

· Thu imports which, at const:mt prices, expvri;:;nc.:.Jd the ln.rgcst. 

incruc.ses beginning in 1945 wore trr..nsportc.tion equipment (.317 por cent), 

~griculturc.l IIJD.chinory nnd equipmvnt (268 pcr.cunt), .c.nd industrinl 

RL".chinory end equipm~.;nt (1.36 p~r cont), On the other hand, construction 

rnntorinls declined, !l'J'Iports of ::~griculturo.l o.rid trc.nsportc.tion equiprrtent 

increc.sed r.11.,st in compar-Lson with the periods 19.37-.39 md _1925-29. 

It scums unlikely t, · c : .. m:.uc.l incrcc.sus of 5.3, 92 c.nd 2.3 per cent 

in cc.pitr..l goods inrpc.•rts b.;t.'.v.:;;·.--n 1945 c.nd 1948 could hc.ve been untirely 

finMcud by currvnt v~h:ntc.ry sr'.vings. If volunt0ry priv::•.to s~wings 

h::.d not ch!'.ngud during ".~c whole p0riod 1945-4~ the n!'.tionc.l income 

would h:wu hc.d to incrc::.sv four times in,. order for this .invustmcnt to 

v Alt~icugh lt Ts po0.si'bl-..: tlnt the rvl".tion bwtW.:J\.lll voluntnry s:wings 
- ;-nd nc.tion!'.l incom,J ris·,.;s in r. C:'>'Clic!'.l upswing, this f.:1.ctor sv-.;ms 

to ::u of swcondr..r.t importa..Dcu tr1 viuw of the m".r:Ked rise in cr.pi t~l 
goo·:l:-: imports, 

/Table 6 ----
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Table 6 Guatemala: ~J:Y..e_o}'.. . .Q!J.pi~.§l~ 9:o.o~_s- JinP9F.:t! 
~--

......... __ .... ,........ 

(Thousands of quetzales) 

Current Prices Constant Prices 
1945 -1946 . 1.91/i. 1948 . 1949 i'94~r· T946~·· 1947 · 1948 ·· I949-

.. 
Total Capital 

' ·Goods 4504 6914 13213 17399 1~090 4504 5928 8872 10190 10221 

Industry 1637 2695 5108 7229 7227 1637 2.326 3307 h402 

Agriculturt: 316 461 709 1794 1344 '·\l f. ....... ~ ..; 446 687 1393 

Transportation 701 1970 4242 4L26 4961 '701 1664 3049 2552 

Construction 1179 950 1632 l(t41r 1179 696 849 754 

Others 671 838 1522 2006 2181 671 796 980 1089 

Sp.U£,c_e:: Calculated by the United Nations Economlc Commission for Latin 
America, based on official customs statistics. 

/have been financed 

3865 

1164 

2930 

903 

1359 
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One of thu most import:mt sources of finc.ncing imports of uquipmont 

wa.s 11disho:::.rding 11 • In 1945-49 tho vdocity of circulc.tion of bonk 

dupositst for e~~mplu, w~s 80 p0r cent gruc.t~r thc.n during the wa.r 

(1940-44) :'.Ild 14 pur cent higher th:::n during thu period 1937-39. To tho 

vJ>-:t"nt thc.t "disho~rding11 W'ls ~ccorrpc.nicd by n d(.;cline in foreign rvserves t 

the exp~nsionc.ry effects were ruduced, but up to 1947 the country 

continu....;d to ::.ccumult'.tu r"svrvus. 

R~s~urccs of foreign enterprises wc.s c.lso usvd to finc.ncc imports of 

cc.pit::-.1 goods. Rnilrond, equipment, for ux."'.mplv, which ::.ccounts for c. 

third of ".11 trcnsport .:;quipmvnt, 1vc.s fin;mcc.d >'lith funds of the only 

existing r::.ilrond untcrprisu. About 40 pvr cent of the imports of 

construction ~".terinls ~d ~bout 30 p~r cent of tho imports of 

c.griculturc.l ll1.".chin~.;ry nnQ. vquipmont, wurc finc.nccd by. the b::mG11n 

comp:'nbs. It is prob::'.blo th~t ~t thv beginning of th~,.; period, c~pitnl 

goods imports finc.nc0d by forvign com~".nies nccountvd for 25 per C(.;nt 

of tho toto.l, ::.nd t':-1::. t c. t the vnd of the: pc.;riod this proportion f oll to 

20 pvr c.:;nt. Thv rusourcus which th,_s-.; unt0rpris..::s inv~...stvd would hn.vc 

rc..~inud outsid0 the. country if th~y h:-.d not bv"n so us~...d. Their dfuct 

on tho b:"..lo.ncv of p~.ymvnts · th ... rdo!"~:; similcr to tho.t of sc.vings· in 

current so.vings, but with r~.;sp"ct to th~ locnl v:~ ... nditures which 

o.ccompc.niud thvs0 inv0stm.:..nts th'"'y should bv consid~...rvd ['..S ['.. source of 

vxpc.nsion. 

Th ... rc nrv no d.'lt".. on thv rolv of the b~.nking syst.Jm with rugnrd to 

fin::.ncing imports of ~':'.chinvry c.nd ~,.;quipmvnt. Lb"'.ll.s gr::'.ntod by the knks 

doublvd butwc.1,n 1945 ':'.11d 1949; but if the incruo.s0 in prices is tnk.:.;n 

into c.ccount, th-.; v:~p::.nsion wc.s 50 per cent. At thu und of 1949, loc.ns 

grc.ntud by th0 b['..ll.ks to industr"IJ, mining tnd trc.nsportc.tion re"'.ch..;d 

3.4 million quvtzc.lvs, while the c.i.f. vc.luc of industri".l c.nd trc.nsport 

cquipmcnt.imports c.mountcd to 12.2 millions. The bc.nking system hc.s 

not t :::.i,)lJC.runtly, contributwd nn importc.nt p::trt of tliu infl.:..tion.::>.ry 

fin::-.ncing of the: .:'.cquisition of equipment. On thu other h:-md, it is 

possibl~.; th~t b~k cr ... dit contributed to finc.ncu th~... c.ccumul~tion of 

invuntc.ries which took pl."'c'-'· in 1946 :-md 1947. 
In su:u:~ry. even th~...ugh it i~·~1~.-t p~·~;:;>i'.:Jl,, L :>rriv,..J· .::.t,:! qu:::ntitive, 

cstina.tc, it COuld bu C011clUdvd th:.;,t thv :_LS.:!J i :~;,_,r-tc.nt in.f.lc.tiun:liJ' :.>OUrCu 

of finnncing ho.s b(.;c.m diss~ving o.nd tho ... ~v!:h;:;tic v:~l·cndi turos of fC.riJign 
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tontcrprise invustuents. 

Invostmunt of privc.tc c:::.pitnl in mnchincry {lnd equipment wns .::.lso 

, ·stimul~t~d by th~ incru:::.su in world demand which affected ngricult~.l 

IIL".chinury, construction IIl.-ttvri:-.ls, transpO-rt cquipmunt and mnchinory 

for th.;:; production of b.::.nona.s and citronulla in p.::.rticul::..r, Imports of 

oquipm.;:;nt for motorized tr:::.nsporta.tion incre.::.sod ns :::. r~sult of tho 

n::J.tur-:'.1 ch.::.ngo-ovur from hum._'"!Il n.nd nnm·'.l mc~:ms of tr.::.nsport to more 

uffici~nt .::.nd chu:::.por much.::.nized methods. This ch.::.ngc wv.s no doubt 

.::.ccolor.::.tud by tho highor &a.l.::.ry level. Th~ Govornmcnt ~so invustod 

in c.':'.pito..l goods, including building ..;quipmcnt a.nd m..'ltvri ".ls c..nd 

,::,gricultur::-.1 !Tl"1.Chin~.;ry. 

CHAPT~~!.l II 
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I 

Three mcin ev~nts ch~rGctarize ~griculture ~d livestock production 

during the post-~r period: 1) the oxp~sion of new tropical crops 

following the long-run tendency Of Gunternal~ ~griculture to move from 

the temperate to tho tropical zone; 2) the stagnation of tho production 

of traditional basic products, with tho exception of bnn~nns; and 3) the 

Government's efforts to develop production. In tho following p:-·.rngro.phs 

these .events will be discussed in detail. 

New CroEs 

There hns buun r. ·long-tvrrl t~..:nduncy tJ Lli...!.VO the gt.;;:;.gr::!.phic centre of 

Guctcrnnl~ agriculture from the tcmpcrntc region to the tropical zones 

of the country. 

At tho time of the Spnnish occupation, tho indigenous population 

concentrated its nctivitics in tho tumpcrntc region. The conquerors 

cndcnvourvd to move the centro of production toward the tropics in 

order to dev...,lop indigo production, but met .wi thvut pur:Janent; succe·ss. L2.ter 

the d8vclop:1ent ...f coffee ;Jr...,ducticn brought the subtropico.l zone under 

cultivation and the introduction of b2nnno. cultivntion on c. commercial 

scale at the beginning of the century, extended the agriculture of 

Guntcllk~ln to the tropics. 

The dcvolopmvnt of the tropical rogions of the country was dependent 

on exports. Sugc..r, which is todo.y only consumud domcsticnlly, developed 

under the stimulus of world dcmnnd. The tropical nrcc..s nrc now directly 

supplying domestic n,::....:ds to a groat extent and the tropical production of 

corn, cotton ~d oil scvds is being encouraged. 

Tho movement tow~rd tho tropics was also influenced by the fact 

that tho tcmpcrntu zone is ovcr-populnted nnd is suffering from erosion. 
Th..; t~.-mpcrote region cnn 1Jrobnbly continuo to ~~:rmv only if intensive 

/agriculture is· developed. 
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is dov~lopod~ Intunsification ruquircs tochnid~l ~cse~rch, Gnte~risc 

::.nd capital 1 ::.nd o. different systum of lc.nd tenure than tho.t pruvniling 

tod:::.y. Tho tropic,::!.l r-:;gion c::.n bo G.uvelopcd without so much prior 
) ' 

r8s-c,:::.rch, ;>nd c.gricultu~c in this .:J.r!;la is not complicated by the 
11minif1.Uldio11 probl0ms. 

Th..: displ:::.com-:mt of production toWl.rds the tropics m::.y hc.vc 

importnnt c~nsoquoncos, The soil of tho tropical southern co~st of 

Guc.tom.J.ln, th,. area which ".s developed most r:::tpidly; 'is of much. bt:itter 

·· u ~.Hty than thnt of the t0mporate zone, and the toiJograthy of this region 

rr.~kcs lt siut::-.ble for mt!chanization. There arc therefore opportunities fo~ 

' more commer·ci.J.lized, m"'ch1.nized :::.nd intensive syste, which is necessary in 

trol.ic·1l "griculturt..:. 

Tho production of tropic".l crops h".s incr'~"st:d consider·'.bly since 1945. 
They include bananas, oil grasses, abaca, cotton and oil aeeda, All of 
these products except bananas have recently been introduced into 
G~1.temalan agriculture. 
Oil Grasses 

Two oil grc.ss0s, citroncllc. c.nd lemon grass, c.r0 the r::-.w mteric.ls 

for ussi.mti:1l oils ·utiliz.wd in the perfumery c..,.'1d ph:::.I"'!U'.cy industries. 

Cultiv::.tion on c. comcrcinl. scc.lw started in the middle of the 

'thirties, but the groc.tcst cxp:::.nsion h:::.s ~::.ken plc.co during the 

post-I'IO.r ye'J.rs. From 1935-40 to 1941-45 CJI.:ports incrcased45 per cent, 

while b~twovn 1941-45 and 1949 thuy incrunsud 240 per cont. It is 

vstil11.-:.t<..:d th'J.t th'-'ro o.re 5 ,4CO hC:ctnros und0r cultivo.tion, in comparison 

v!ith ::l.pproxim:::.tdy 5GG bufore thu wc.r. Total invGstmunts in' plantc.tions 

o.nd equipmvnt ~mount to c.pproximc.toly 4,1 million quetznlcs. 

To.ble 7. Guo.tomo.ln: Development of the Essential Oil Indust~ _________________ .. __________________ _ 

1935-40 
1941-45 
1946-48 
1949 
1950 

New Plantations 
Hoc tares 

405 
360 

2 '700 
450 

1,485 

New mills inst:'lllod 
Vaiuu 1n Quotz. Number 

·l'J.j ,ooo 2 
130,000 3 
760,COG 26 
240,0CO 11 
185,000 9 

Ave rag~ 
Metric 

quintcls 

963 
1,400 
2,274 
4, 728 
5,520 o.l 

Armu.!:!.l Exports 
FOB vnlue ~ 
thousands of 

quotzc.ls. 

60,8 
151.2 
395.3 

1,083.6 

Sourc o: Dntn. supplied by the Banco do Gu.~t~..;mn.b. and by the bulletins, of 
the Dir~cci6n Gonvro.l de Estndisticc.. 

~1 Estifi'ltu b:'.s~d on uxports fron Januo.ry to September. 

/This industry hns 
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This industry ho.s dovulop.:;d ip.th0 Ci.:ntrn.l sector of the Pacific 
"· .. ·~- ... 

Coc.st. The c.vo.ilablo nrc~ in the rogion is sufficient to uno.blo the 

cultivntion of citronella nnd lumen grnss to be doubled if there wor~ 

a ~~rkct for the ·product. 

Tho United States is tho illL~in market for Guntcrnnln's essential 

oils, n.s the Europen.n countries nre suppli0d by their colonies. Total 

citronella import~ by the Unite~ Stn.tes incrcc.sod from 3,773 metric 

quintals in 1946 to 8,327 in 1949. Gunto~'lln. provided 35 per·cent of 

these purchases in 1946 ~d 37 per cent in 1949. Before the war the 

Asiatic countrius supplied most of the Amcricn.n IDL~rket, but in 1949· 
they supplied only 46 per ~cnt, For.mosn. being the principal expo~tcr 

nfter G1U'.. tern._1.ln.. 

United States imports of lomon grass fell from 4,173 metric quintn.ls 

in 1946 to 2,859 in l949, India being the principGI loser as regards the 

export mn.rket. . Gudcnnla, which is tho second largest .. exporter, increased 

its ~xpor~s by approximately~ p~r cent, from 495 to 532 quintals. 
I 

Trade figures suggest·thnt the rrL~rket is limited. Tho long-term . -
effect on Guo.tc~~la might be serious if Western Jn.v~, where tho nrea 

sown wc.s ruduced from 7,000 before the war to 1,000 hectares after the 

war, and Ceylon, where o. considerable reduction nlso took plo.Ge, were 

to revive their lemon grn.ss industry. The pres,..;nt rn._".rket situation is 

good ho11ever ::.nd conditions do not justify tho fear of irrancdio.te strong 

competition. Prices dropped from 4 dollc.rs per pound c.i,f, American 

port in 1946 to 1,16 dollo.rs in 1949, but rose ng~in in 1950. 
Those facts stress tho need for stud:nng the absorption cnpncity 

of t)1o mn.rkots, the possibiliti~.:s of cutting costs in order to increo.se 

the yield per huctc.rc, and the proportion of oil oxtrncted, The 

nppearn.nco in 1949 of a disease o.ffccting tho lcnvcs rnny seriously 

injure tho yie:ld, On tho other hnnd, ,.,_ pc.per f-:-.ctory which uses the 

residue of oil Gxtr:-.ctinn was establish~;d in 1949 c.nd it rnny help to 

improve the competitive position of the Guc.tcm'llr.n product, 

Tn.ble 8. 
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Table 8• .Q.u..'~:t.c?mala: Exports td,tAAJlJ~,,A._qfw pitrone~~ nnd Lcmo!l_ Grass 
.;;;;.;:.;.;.;.........;..:.;...._..,;,.,;.,;&,.,. n • ~kz. I 

Citronella 

Total 

1946 3,773 
1947 6,095 
1948 7,786 
1949 8,327 

Lemon Grass 

Toto.! 

(Metric quintal. a) 

--· 
Guatemala Ceylon Chinr. Dutch Indies 

----~-.-... ·---- ..... .,.,._ ...... _...._._.,.,..._ 

1,437 1,305 .... 386 
1,141 2,3S5 169 lt822 
2,945 1,604 363 2,524 
3 ,"077 1,332 2,459 18 

Gucte:calo. India 

__ __..._...., ....... _._.._ __ 

Others 

645 
568 
.350 

1,441, 

Oth;;:rs · 
-----··--·--·------·----------------~---· 
1946 
1947 
1948 
1949 

4,173 
2,854 
2;281 
2,859 

495 
591 
645 
532 

3,292 
1,877 

936 
1,909 ___________ ..... --

386. 
386 

.. 700 
418 

§5!::!P!!..: United St<1tcs imports by country of origin and by product. 
United States Department of Commerce 

!1nnila Hemp. 
~·lorld production of Hnnilo. hemp before thG war amounted to almost 

half a million metric tons of which 98 per cent was produced by the 

Philippines and 2 por cent by the Dutch Indies. 

The J<1po.nese occupation of those countries compelled the United 

States to look for new sources of supply,- and Costr. Rica, Guatema1<1 and 

Honduras were encouraged to cultivate this product on the basis of an 

exp~rimontal plantation which existud in Pan<1ma. As a result, Central 

Americnn countries provided in 1945-4817 per cent of the greatly' 

diminished world production.1/ · 

The area sown in Gu..'\t~mala in 1942 was 2,150 hectares. Here, as in 

other Central /~oricnn countries, plantations were soon developed 

intensely and this early exploitation r~duced their growth and yield. 

l1oroover, plantations wore rr.vaged by disvaso. Those problems have 

1/ Tho principal source of this dllta is the Pan~oricnn Union report 
Economic qur~c~ ~ Int~r-~~~ic.~ A&riculture, Vol. I, 1949, p.l27-135. 

/gradmlly boon 
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grc.duc.lly been solved nnd in 1948 it wc.s possible to export 4,616 metric 

tons of fibre in comparison to 1,406 tons in 1946. 

Due to thu difficulties expcrionced by the Philippines in 

reestablishing production, and to world recovery and rec.~ent prcgrrummes, 

unit export prices of tho fibre increased more thc.n 170 per cent between 

1946 and 194 9. This increase in price c.nd volume exported, plnccd Ht1nila. 

hemp in the third place iii importance ::wong Guc. tuma.la.n exports in 194 9 • 

In 1950 tho United States govornment c.go.in showed interest in 

expanding cultivation c.nd recommended that production should be doubled • . 
Technically, it is doubtful if Centrcl America ccn compote with the 

Philippines, where labour costs o.re extremely low. The increased usc 

of mnchinery and improvement in the quo.li ty 'of the fibre rnny, however, 

cnablu Central America. to reduce costs to comp~titive levels. 

Oil Seeds. 

Guc.tc~~la ho.s for som~ time now bo~n trying, with some success, to 

supply c. higher proportion of its consumption of oils end edible fc.ts 

from domestic production. 

Imports of edible oils hc.ve prnctic~ly disc.ppenrod. Tho 384 metric 

tons of tmrefined oil~ imported yea.rly during the 1937-39 period decreased 

to 14 tons in 1945-48. On the other hand, imports of lard, though almost 

35 per cent higher thrm in 1937-39, c.re much lower tht'.n during 1925-29. 

Guc.tcmala at present supplies approxinL~toly 60 pLr cent of its cons1unption 

of oils c.nd lc.rd. 

Domestic supplies of oil end lc.rd in 1949 were ~st~ted [\,t 8,674 

tons, in oil equivalent, of which 1,293 tons were of v~guto.ble origin. 

Tc.blc 9. G~~te~~lc.: App~rcnt Supplies of Domestic Lards c.nd Oils,l949. 

(In metric tons) 

~----~~~---------------"----------------------------------------Source 

Sesame 
Cotton 
Corozo 
Tc.llow 
Lard 
But tor 
Toto.l 

Sourco: 

Unprocessed 

1,339 
1,578 

714 
3,453 
3,687 

268 

Oil Equivalent 

616 
213 
464 

3,453 
3t687 

241 
8,674 

United Stntvs .Depc.rtmcllt of Agricultu:-e, Fcroit£:1 Crops .::md I:.:.rkots, 
Vol. 60, No. 22, E .. :.y 1950, Pg. 543. 

/In 1949 imports 
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In 1949 imports of oil ~d L~rd-incru~scd gru~tly in r~l~tion to tho 

preceding yo~rs, Imports of lc.rd being six tirnos higher th,m tho nvcrc.ge 

for tho five precoding years. This rise in imports wr.s duo to o. f~ll in 

prices in the interrw.tion~l m.!lrket 1 which en.!lblod importers to sell 

United Stutes la.rd :J.t prices 3 to 4 cents lower thc.n lc.rd of domestic 

production. 

Guntomalc. mny in tho next three to five yo~rs ro~ch n volume of 

oil seed production hiehor thnn its pr~sent consumption. Thvprogramme of the 

expo.nsion of t.ha cotton arva will provide n substantial part of thi..s increment. 

In c.ddition 1.111<.: United Fruit Compc.ny hc.s plontcd ::'.pproxi.mn.tely 650 
hect~rus of Afric~n p~ms,'which begc.n to produc~ comrJerci:J.lly in 1950, 
though tho equipment for oil oxtrc.ction h~s not yet bven instnlled. 

Gu:J.tcmnlo.'s "corozon plc.ntD.tions on the Atlantic const o.re just beginning 

to be exploited, 
. 1/ 

According to c. report of the Institute de Fomonto do ln Producci6n-

thcre are o.bout 500 million trees in the countr,y, 86 million of which c.re 

in the Izo.bD.l region~ which is cc.sily c.cc~ssiQle and whor~ exploitation is 

most nctivc,Only_about 77 thousand of these trees are at present exploited, 
The yield of ~ends .is ustim'ltud c.t 9 kilogrc.mrncs a. yec.r per tree, 

o.nd the oil yield, using modern extraction methods~ could be brought up 

to 65 per cent of the tot~l weight, or :J.bout 5.8 kilogrnrnmes of oil per 

tree. The potentinl oil production capacity of the region could 

therefore be estimated o.t 450,000 metric tons D. yo~r. 

The groD.ter ~rt of the "corozo 11 almond crop is nt present ga.thorod 

end crushed by ha.nd. Oil extra.ction by hand processing requires seven . 

~-da.ys pur metric quintnl of almonds. A Gu~ten~l~n industri:J.list h~s 

recently invented D. mE.chine which~ opor~ted by one a~, ca.n process 

11 metric quintc.ls of o.lmonds p0r dc..y, A Slll:'.ll pl~t, ·fina.nced by the 

Institute de Fomcnto, is oporr.ting in the producing region. _____ .,. _______ _ 
1/ ,Junn Rothe F, Contribuci6n nl Estudio del corozo en Gunt0noln; 

Institute de Fom'-!nto de l::1 Produ'c'c'i6n (mimuogrr.phod}, 1-f~.rch 1950. 

/cotton-!. 
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Cotton is not ~ n0w crop in Gunturncl~. Its cultiv~tion w~s more 

importo.nt in the 'twoni;.i~Js thnn' in th..,; · following ye~rs until 1948, when 

import~t commcrcinl plnnt~tions were st~rted. 

Tho Government h~s since 1946 oncournged cotton production by the 

lo~ or stnte owned ~griculturnl rncchincry nnd by gr~ting cr..,;dit 

f~cilities, In 194S lt300 hoctnres of cotton were cult:i.v~.t0d by 

mt.lch::mizod mvthods. 

In 1949 the Institute de Fom0nto do ln Producci6n sowed 600 

hectares of cotton in cooperntion with n Venczuolnn entrcproneur. In 

spite of ndverse wonth..,;r conditions which nffect0d th0 region, nbout 

3,200 metric quintc.ls of ginned cotton w:_ero produced nt costs which, 

without doubt, will encourngu further plnntings. 

Gunteroln's totnl nnnunl imports of cotton, r-.mounting to 45,000 

quint~ls, including raw cotton, yr-.rn, textiles nnd fli1ished goods, 

could be supplied by the output of 10,000 hectnros. 

Technicians ngree thnt thoro is enough lnnd in the country to more 

thnn supply nctunl cotton requirements, o.nd it h~s cvun bt.lon considered 

possible to produce long fibre cotton for 0xport in certain irrigated 

'regions of the c~untry.1/ 
Tho Institute de Fomento c:stim..".tcs that thq 1950-51 harv9st will 

supply 50 per cent of the ginned cotton requircm\.mts of the country ~n 

compnrison with the 6 pur cent which wns suppli0d by domestic production 

before the institution of the: dcvdopmcmt cnmpaign •2/ . Tho roplnccmont 

of imported by domesticnlly-produccd ginned cotton will rcpros<Jnt n 

s~ving to the country of nppro~".tcly one million dollnrs n yonr in 

foreign exchange. 

Othe:r Now Crops, 

The United States Dop~rtment of Agriculture cncournged tho production . 
of rubber, cardnmomurn nnd cinchon~ during tho wnr. 

PrOduction of cnrdnmomurn and cinchonn hns not progressed very 

rnpidly. In 1948 exports of the former r~achod 57 metric tons nnd of 

tho latter 130 tons. Rubbur plnntntions covur nn nren of 750 hectares, 

1/ N.K.Ovnllo, Industrial Report of Guntorncln, Intvr-Afuericnn Development 
- Commission, Wnshington D.C., l94g-(mimoogrnph..,;d). . 

2/ Honitor d~...l INFOP, Nos. 1 (lld 2, 1950, p. 10. 

/nnd it is estim~tod 
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Lind it is osti.Jnn.tod thnt tho first commcrci~l crop in 1950 produced more 

then 100 motric quintnls. 
. .. 

T~ndition~l erops 
Tho most import~nt trnditionnl ~gricultural· rnd livestock ~ctivitios 

r ' 

in Guc..tem:-..1~. h~ve for m:my y~nrs been coffee I bnn~:lS' corn, bo~ns nnd the 

breeding ~d fnttoning .of cnttle. in spit~ of tho l~ck of st~tisticnl 
informntion, it cnn b~ snid thnt, with the exception of bc.nnnns, tho 

volume of production of those trnditfonnl nctivitios hns not incronsed 

signific~tly during-the postwnr yonrs. 

Coffee. --
The volume of production nnd cxport.of coffee h~s not vnriod since 

1945, nnd h~s shown rio JX'.rticular long-run tenduncy. In compnrison 

with the pre-w~r years (1937~39 nverngo), exports have incronsed 
• f 

cpprox:imntely 12. per cent, which is slig~tly low~r. thnn tho increase shown 

during tho s~~~oriod by the othyr count~ics exporting soft coffee from 

the Continent.- . · . . 

Nevertheless, during the post-w~r period, due to th~ marked incro~ses 

. in prices from 1945 to 1947 end then from 1949 to thu beginning of 1950, 

foreign exchnngo enrned by coffee .exports incronsod almost three times,2/ 

Table 10. Gu~tennln: Volume o.nd Unit Price of Coffee Exports, 1945-50. 
-· ----~-· ---~~ruOD.rcurroii£------vorum:o- ·- -maox-orum.t-·- · 

_ _..,.£:~rices y~luo 

l,OOO.quetznls 1,000 metric 1945 = 100 

--------------·---·-··-~~.!-E-~.s~---------
1945 
1946 
1947 
1948 
1949 

17,716 536.8 
24,573 497.3 
32,589 558.0 
30,916 485 .• 3 
37,353 548.3 

--··-··--- --· -------·· ··------·-··-·-------
Source: Customs stntistics. 

:ioo 
124 
173 
192 
207 

Including Colombie., Costn Rica, El S~lvndor, Hr.-.iti, Hexico, Nicnrngur.-. 
and the Dominicnn Republic •· · 

Gu~te~~ln did not profit entirely from the 1949 incre3se in prices, 
because a grent pnrt of the hr.'.rvest w~s sold before the price riso. . . 

/During the period 
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Duri~ the period under review, prodU.~j.;i.on costs of coffee seeln to 

'have increased substantially. In fact, money wages in the coffee indus try 

incre·ased between 66 and 133 per cent from 1945 to l950, and the price 

of cern, 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 46 kilogrammee) to 

5.86 quetzales, which, at the price of coffee prevailing during the 

last months c-f 1950, re'presented an ad valorem equivalent of about 11 . 
per cent .11 -

On the average, the p:r;ice 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 0ver the 1945 price and 

approximately a 10 million quetzal increase in income for Guatemala. 

Even taking int0 consideration the increase in costs,and taxes, the 

coffee industry is now m0re profitable than it was five years ago. Thanks 

to this, the industry has been able to p~ off a great part of its debts, 

and apparently it is directing more funds to the improvement of yields 

but not. to the increasing of plantings ,2/ 
Abciut 25 per cent of the coffee exported was produced by the 

G<-vernrnent on farms confiscated from German citizens during the war, and 

afterwards expropriated. This d1ange in oWnership, in addition to its 

effects on Government income, has increased the country's capacity to . 

imp~rt yesulting from coffee exports. 

Ban<illS:.2 

The volume of bananae~orts 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.· 

---·--- ··-·- ----------------
1/ It is estimated by producers that the cost of coffee production 

fluctuates around 20 quetzales per quintal of 46 kilogrammes. The 
price received by tha .farmer r:if appro~imately 35 quetzales pelf. qui,ntal 
o£iui1processed coffe~, 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 ccmrnerce·and industry through the e~cess profits tax. 

21 Foreign Commerce Weekly, December 25, 1950,-page 15. 

/Jab1e 11 
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Table 11. QyatemaJ:a: JrU.ula;. lt.tliiae and Unit Price of Banana Exports 
1945-1920 

1945 
1946 
1947. 
1948 
1949 

------------~-~..-:.---.:.... _____________ __.._ 

Value at current 
. . pric~s a/ _ 
thousnn1s of quetzales 

13,080 
19;177 
30,790 
31,510 
17,966 

. . . 
__ . V_9;bum.§L __ 
thousand; of metric 

quihtals 

193·8 
221..2 
290.0 
'Z73·4 
157.1 

Unit V§lUe 
1945 - 100 

100 
129 
157 
171 
169 --------- --·- .. - -------------------

Source: Customs statistics. 

,2-/ Corrected values accl"\rding to calculations of the Balance of 
Payments. 

Banana prices alsc increased so rapidly that the value cf exports 

of this product in 1948 exceeded the value of coffee exports. . . . 
In the period 1934-1938, w~rld 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 imports am<"unted 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 level but the United States was im~rting 

slightly more.~/ Pe~haps the most significant'fact in the development of 

the banana trade is that Unit~d States imports are actually lower than in 

1929, in s.pite of· the marked increase in United States national inceme and 

the increase in the population. 

The relative importance of bananas in Guatemalan trade was greater 

in the p,.,st-war period than before the war. The 85 per cent of the volume 

cf banana exports is acc~unted for by foreign companies and theref~re an 

imp("rtant part of the capacity to import thus generated is not at the free 

disposition of the economy.~! the country. It is estimated, for example, 

that in 1947 and 1948 the profits of foreign investments in the banana 

industry reached.lJ.O and·l3.5 millicns of quetzales respec.tively;~/l"'r 
abcmt 40 per cent of the .export value of this prcduct. 

Nevertheless, it is probable that the real cost of production ("f 

bananas, in terms o·f the country's resources, is less than the real cost 

1/ Fo~d & Agriculture Organization: Yearbook of Food and Agricultural 
- Statistics, Vol. II - Trade Commerce, ~~ ~age 85, Washington, D.C. 

1949· 

International Honetary Fund: Balance of Pavments YeRrhnnk 1 Ql.lt Rnri 



Gf each dollar obtained from the export Of ~ther products, especially coffee. 

These fa~~rs, 'tngether with the nationaliza~ir.n ~f the German coffee 

plantations, should be considered.when ~nterpr~t~ng. the cM:nges in the 
... . . 

COuntry IS eapaci ty to import, 

There are indications that the position of GuatemaLa with r;spect to 

the world market has deteriorated. A serieJ of weather accidents and 

diseases have so serioU.Sly damaged production on the Atlantic Ct:last that 

producers anr.~unced their intentien of abandoning their crops, a measure 

which was nat finally. adopted. In addition, the powerful workers' unions 

have increased the casts ('lf production probably at a faster rate than in 

~ther ploducing'areas. These factcrs have induced the large companies to 

encourage banana production hy Guaternalan·farrners, limiting their own 

activities to marketing the product .. i·The Guatemalan banana indu~try w~ 

be faced with ~-ompet:. tion from Honduras, where heavy :invest~ent has taken 

place in the rehabilitation of plantations which were affected by the . 

Panama disease. 

Chi~le 

The volurne'of chicle eXports increased ·rapidly since 1945, but began 

to fall in 1948. By 1950 exports were only two-fifths of the 1945 level 

and their v?~ue ··slightly more than half. 

Table 12 Guatemala: Value, Volume and Unit Prices of Chicle Exports 
).945-1949 

---·--------------------------

1945 
194.6 
1947 
194'8 
1949 

~~-i Il_.£.u.r.~n.i?J.!:..i ce s 
· 'l'h'ous. ,of quetzales 

2,553 
. 3' 076 
3, 967 
2,841 
1,366 

Volume 
ThousJof metric 

Unit Value 
1945 = 100 

-~q_u_iE_!-~s __________ _ 

18.4 
17.9 
22.5 

. 17,() 
12.0 

100 
124 
127 
121 

79 
---- ..... ~-- ·-. ·-· .... ---------- --·---·-·-----·'-·---------~-
Source: Customs statistics. 

One :f the rP.3.50!"'.S for the fall in de1•:and for ct.ic:le in the United 

States, whid1 is t.te F-",-.,ci['al buying mar-k?t, Ja.r in tl.e fact that 

companies had previourl;{ accumulated large .sto<;k5. Other reasons. were 

the Cl)ffipetition from synthetic .chicle and from 11 jelotung 11 suppl;ied by the 

Asiatic countries. 

In addition to the factors ~ffecting demand, 11exico and Guatemala 

reached an agreement in 1949 to fix prlces and reduce lixpo~ts )I ~his 

-----------------
1-1 Nevertheless, this a6='eement WBB not .. ratified by the. Guatemalan 
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. 
measure caused the twn princip6l purchasing ONnpanies ~ich financed 

chicle operations to withdraw frnm the country,11 a m6ve which se~iolisl.Y 
affected production in 1950. 

Ct~rn 

Corn occupies the third place in Guatamaian agriculture, after coffee 

and bananas.. 

According to Qfficial figures, which in many circles are considered 

deficient, the com 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 1947-413· These figures and the fact that 

corn prices were higher. than those of any other ·f('od crr-p, and that imports 

increased over the pre-war level indicate· that the leyel of prcduction in 
' 

the 1945-1949 period was below normal. 

Beans 

There is no reliable infonnat.ion on the volume and changes in •" 

the production of beans. Accnrdin~ to an unofficial· source, 1949 output 

was 455,000 quintals, which was applY"ximately equal to that of 1948, 8 per 

cent lower than the 194«~1944 average, and 70 per cent a~ve the average 

for 1933-1939•~/ 
Livestock Production 

Changes in livestock pr~uction, must also be judged indirectly. 

Cattle slaughtering increased 16 per cent between 1945 and 1'49 and was, 

on the. average, 17 per cent greater than bef("'lre the war. The slaughtering 

of other animals, mainly hogs, was 26 per cent greater in 1949 than in 

1945 .and 28 per cent above the pre-war perit"ld. The increase in cattle 

slaughtering was in part due, to the increase in the munber of cattle en 

the hoof imported for fattening in the country. Thus, cattle stocks have 

increased only slightly during the post-war years. In the cas~ of hogs there 

have been no impr'lrts, and slaughtering in 1947 was equal to ffJ 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 

]../ U ~s. Department f"f Ca:nmerce: Ec("nomic Review .91 .Q-ua temala, .J..W, 
International Defence Service, Vol.YII, No.37, June 1950 

2:/ United States Department of AgricultUre:· Foreign Cro.£!! arxl Mark~, 
' Vol.60, No.22, May 1950, page 535· ' 

/especially by 
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especially by .imports and per. ~.api~.~ eorlS~,£~ipn .('! ~~k. ~¥' -~~n.s. o~=· ~he 
natur_al increa.se of'. hog pUJ;nbers. . . . . 

Total Volume of' Agrioultu;r;:"\la .and Liveetos;k Prod.ucti('ln .. 

Changes in. the vr~l'ume ef' production of' vario~ important pr"l:Xiucts 

have been discussed. In "rder to est~te the total. VQlume or· agricultural 

and livestock production, it would be necessary to ecmpile a representative 

index. In spite of' the laek of' Wormation, a partial irdex has· been - . . ~ 

eomplled which gives an appro:x:l.ma.te .idea of the magnitud.e aJXl.direeti<m 

of the changes which hav~ taken .. place. 

The volume of prcxiuction of goods included in t.he index had rea:ehed -

a p~;>s~ar maximum in 1947 bnly to .fall below.the 1945 level in _l~L..5. 

Coffee and bananas represent 84 per cent of the index, the .nuetuati."'ns 

of' which natura.lly f''lllow these two products. The dif'ference.e in 

production vo1umd would probably be less. severe in a more ecmprebensive 

index. . ' 

Table 13 ·guatemala: P.artial. index of the V "lume gf Agrieul wral 
· Producti.Q!l . ~7 _ 

194f- c 100 
i. 

.. 

Coffee ,.2/ 
Banana e/ 
Oil Grasses c/ 
Manila Hemp. dl 
Wheat, J;,/ -
Riee .!./ 
Sugar Cane .eJ 
Tr"tal 

~ J:ll;J .. 
97 

114 
98 

100 
112 
102 
as. 

l'j2 

98 
149 · ·9o· 
210 
100 
108 
107. 
no 

J-2.41!.. 
94 

141 
263 
328 
110 
111 
108 
108 

104 
92 

403 
278. 

~ri ~~-
108 bl 
9~ 

~/ The wei~hts are based. on 1;he percentages oft he value of. the group 
in 1948. The figures correspNxi to the ag.cicultural years e¢ing 
with the calendar years indicated, · · · 

El Controlled pr~ducti~n. 
£/ Volume of exports. . 
!!/ United States impc-rts of Mani:la lttmp fr@ID. Gtiatemala. 
I;./ Production estimates t:"f the Institut<- de· Fanento de la PJ:'Q:1uce:i61'1. 
11 Estimates based on official figures and on a report b,y Graham_S. 

_g/ 

· Qua te reproduced in mimB('Igraph form by the Instit.ut,"' de FCl!ilent·l" de 
la Produce ion, June 1949. . . 
Based ~il official figures :for the p:t?du.::t.Lm ('111:1: .. ~t1Jite am b.I"llhn 
(pane:la) sugar. · · 

.h/ Fl"l:-K~n~t.i.cm ::J:C tJ1e preced.ing .ves..r. 

/.Poss~ Causes 
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Pttss:l.ble C!\}.6es cf lth§ .a-len of a.g'ricUlt'\:l:te_a.!!L14tett~ok ProdUetir;n 
Under the conditions of full-empl(lyment which o~tained in Gua~mala - . . 

during. the post-war years·, the general level of agrieuitura;t and livest6ck 

p::-oouction could· only have increase& given favl"'Urable climatic cordit icna 

and the introduction of significant technical improvements, f'.r suoh a high 

level of profit as tr\ enable these acti-vities ·to cC~mpate with others for 
I 

the available factors of productinn. None r-.f these conditi(!'ns prevaUed. 

Climatic conditions were unfavC"urable, espec_ially during.l949 and 

1950. In the middle of ·1949 a severe d:rr-ught affected the Nr.rth and East 

regio~ of the country, and by the erd of September the S'-"'uthern re~i-.~n 

w.;;.s ~avaged by· great s terms. The drought affected the corn crop. of the 

temperate region as well as the tr-baccC" and abaca crops, and the storms 
. 1/ 

damaged. the banana crops especially.-

There have been no improvements of any importance in production 

methods, though the volume of imports ef fertilize» increased to an annual . . 
average of 6~000 tons, compared with 2,200 annual ~ns imported during the 

1 

years 1937 to 19J.9. A gre.at part ~f the imported fertillzers is utilized 

in the cultivation of coffee; but total imports, even during the post-war 

period, have been so small that·'the increase could not. have had a 

significant effect on yields. 

The use f'lf impro.ved seeds is still in the experimental stage. 

On the other hand, important steps have been taken in regard to 

agricultural machinery. Between 1945 and 1<?-.49, 643 tractors were imported 

from the United States, of which probably more than 90 per cent were f•r 

agrioult.~al purposes. In the whole period 1925-1944, 331 unit·s were 

importee from the United States. 

Ti'e volume of imports of machinery: and agricu.l tura.l implements of 

all kinds quadrupled \etween 19h5 and l949 ard, on an average, it was 

three times the volume imported between 1937 and 193~· 

The coll;lposit.ion of imports has also changed, Before the war, 

approximately 66 per cent of th~ total value, at '...!onstant prices, was made up 

r"f tools, while in the post-war years 1hese represented only 43 per cent. ____________________ . ._ _______ __ 
1./ United States Department of C("mmerce: E~2~L ~~ of Guatemala JJ.JtZ• 

International Reference Service,. Vol. VII, J~~e 1950.. . ,. 

/The greater 
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The greater part of agricultural machinery imported was intended !or 

use in f~rms in the tropical zone, especially fet banana farms.- One of 

the banana companies owned 2CO tractors in 19~ )/ It is probable that 

another important. part mey have been abscrbed in the production of 

citronella .. 

The us~ of machinery has also been encoUraged by the Gcvernment. The 

Ministry of Agriculture established a machinery station with eight tractors 

in the wheat region of the country and the Institute de Fomento has 

established on the Pacific coast the first of a series of stati~ns with 

14 tractor~. 

Tabl<:: Jd Guatemala.: JE1.122rts of A_g,~icultural. 1via.chinery fran the Q~. 
States 

1945 - ].3Jti 
(in units) ___ ....._ _______________ ·---··-··----------··-----

Average 

Tractors 
Mowers 
Hay rakes 
Harrows 
Harvesters 
Maize threshers 
Ploughs 
Rakes 
Cultivators 
Planters 
Seeders 

' 

1937/39 

29 
. 3 
54 

12 
118 

6 
26 

2 

1945 

134 
5 
1 
1 
5 

167 
3 

52 

1946 

151 
10 
21 

2 

i38 
235 
18 
66 
5 

18 

1947 

197 
3 

341 
3 

90 
354 

41 
88 
26 
3 

1948 

~ 
1 

131 

3 
94 

724 
46 

147 
43 
4 

Source: Foreign Commerce and Navigati::m of the United States. 

1949 

74 
1 

71 
5 
6 

134 
198 

60 
21 
10 

7 

In spite of the progress already made, G~temala has only reached 

the first stages of agricultural mechanization. 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 is' doubtful if the profitability of agriculture has stimulated . ' 

expansion. Profits in the· coffee industry imp.roved not:J.bly after 1945, ,. 
but this rise was not reflected in an increase in the rate of plantings. 

The increase in prices W1ich took place between 1945 and 1947 was 

ll This company is also an importa~t producer of corn and cattle, on 
·a farm with an area of about 104,000 hectc:.res. 

/interpreted by 
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interpreted by coffee producers as a short-terin oo currence \hlch 

consequently did not justify an increase in plantings. This attitude 

way have changed in 1950. 

It is considered by the Asociaci<Sn General de AgricQ.).. toreJ/ that 

the causes for the reduction in corn production have been the f"llowing: 

l) the increase in wages, which has cut profits of the large prnducers, 

except in the case of mechanjzed production, and has induced farm hands 

to work longer hours as wage earners rather than to produce their own 
corn; 2) the emigratil"'n of rural labourers 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 st~rage 

facilities. 

Rotation, fertilizers arrl storage have only lc;mg-term effects, and 

since the situation with regard to these factors has not changed markedly, 

cannot be considered as important factors in the trend of corn 

production in the last few years. 

One of the most important factors in reducing corn production 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 'f"i.:g~ 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 com 

~roduction may have ceased to be profitable for the large non-mechanized 

producers and that these factors may have encouraged farm hands to buy 

corn in the market rather than to produce their own. 

Similar cor:d.itions 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 2~ per cent between 1945 

and 1949, while the unit import value fell between 1945 and 1948. It 

increased again in 1949 more than the retail prioe of m.-,at. For this 

reason, the major part of the increase in oonsumption has been supplied 

1/ 
~ I 

\ 

im?erts of cattle on the hoof. 

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

Bulletin of the Asociaci6n General de Agricultores No.2o6, May 20, 1?501 
The jisequlJ.ibrium__pe~~ _Eroducti.£,Q £-lE Consumpti_Qp 2J ]·~iz,.£.: · 

/price~)/ 
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prices.1/ I~ should not be concluded from this that a policy of high 

agricultural profits would oe sufficient to increase production. A policy 

of bemunerative prices might result in an increase in the .real income (")f 

the farmers; but, given full employment. in agriculture ani the d.ifficul ty 

Q>f t:-ansferring resources fr~m non-agrlcultural to agricult{u.~ activities, 

it is doubtfu.:. if it wouJ..q result in an inc:.."ease in the level of 

agricultural production as a v.hole~ unless technical ·impr(')vanents were 

introduced, though such a policy might stimulate thu production 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 production. With this 

purpose in mind it has used almost all known instruments, including 

agricultural research, surveys of resources, the establishment of special 

t.echnical services, credit, customs protection and the fixing of 

remunerative prices. 

Before 1945, Guatemala had not given much attention to research as 

a means of developing agricultural and livestock production. Today there 

are three experimental stations carrying out sev~ral programmes with 

specific practical goals. One with a very 5mall budget, has specialized 

in the eearch for improved varieties of wheat; another, which was organized 

with the technical and financial co-operation of the United States 

Government, ~s carrying out research in coffee, 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 distance between plants. In this 
. . 2/ 

way yiel~s can be increased by more than 200 per cent.-

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

_?/ The Institute Agropecuario (Agricultural and Livestock Institute) 
estimates that the average yield r:er hectare is today about 450 
kiJ.ogra.m.mes and could be increased to 1,41+0 if the distanc·e 'between 
plants were reduced and selected seed used. This would increase the 
production per tree fr~m two to four times the actual average yields. 
See 11 Insti tuto Agropecuario Nacicnal 11 - 11~ met~ E.Facticos rara 
aumentaT la _nroducc.io.n de caf~", _c~ar de Diyulgacion, _N_g.~", 
,·une 1950. 

/Investigations on 
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Investigations on animal nutrition have been carried out on food 

rations for fowls, cattle and hogs. As a result of these investigations, 

it has been established that in grass of the desmoditml species, "which 
1/ is as good or better than alfalfa~- the country has an effi~if;lrit source 

of protein for the livestock industry. It was alS6 found that bananas 
r 

can be used successfully as substitutes for corn in the fattening of hogs •. 

The third experimental s-tation, c·alled the Tropical Research Centre, 

is an organization belonging 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 "Institute de Fomentc de la Produccl6n11 

signed an agreement with the Tropical Research Centre cove~ing a 

co-operative research progranune on corn,· beans, potat"es and other food 

crops. With this technical assistance t~e "Institute de Fomento" has 

recently established a farm to produce improved. corn se~ds. 

Important steps have been taken concerning the study of resources. 

The lack of knowledge of existing physical resources was one of the most 

serious obstacles encountered by the "Institute 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 ani the 11 Insti tuto Agropecuario Nacional 11 a topographical 

survey has been started (25,280 square kilometres have already been 

covered in a preliminary fashion) ,2/ and forage resources of ihe Southern 

Coast ani oil seeds andforest resources have been studied. 

T~chnical assistance to farmers has included a veterinary service 

with a staff of eleven Colombian veterinarians who, together with 

Guatemalan e.xperts, are do:i,ng successful lt.Urk in the struggle against 

disease and in the improvement af the technical education of the farmers. 

Agricultural extension work is being expan:ied to other fields of rural 

industries, but the ~ carcity of experts acquainted with the environment 

and the lack of experimental ~rk to support technical recommendations 

have been obstacles to further development. 

----------·--
1-/ l"loni ~Q!: 9- el INFOP, Nos. l and 2, l 950, page 3. 
_2/ lvionitor _d_e_l INFOP, Nos. l and 2. 

/During 195 o, 
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During 1950, the organizati~m of a service for the storage of grain 

was started. The first step in its organization will bA 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 

also be used in a p'Ograrrme to stabilize agricultural prices. 

Agricult,ll'a.l credit has share>d in the Rtimulus given to credit 

activities by the monetary and banking refonn of 1945. The creation 

C?f the Institute de Fomento de la Producci6n has been the mc-st import:mt 

measure taken since 1945 for, the purpose of modifying the tradi ~ional 

trend of credit and the strongly rooted practices in the administration 

of agricultural credit. Before its inception it was practically 

irr.possible to ~btain credit for agriculture on the favourable terms 

this institution grants today. Bank decentralization has been 

instituted, and the ~ractice of granting equipment 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 1 s agencies in to·Nns near his homestead. 

The volumen of credits granted by the Institute de Fomento is still 

small in relation to the total credits of the banking system. The most 

important asf.€ct of the credit policy of the' Institute de Fomento has 

been the break from the traditional directicn of loans. 

The Agricnltural Frontier an:i the Land Froblem 

Guatemala is seriotisly concerned with the problem of the landless 

. farmer, which was presented in general terms :in the Report on Economic 

Development of Guatemala. This anxiety has led to several legal 

proposals regarding experiments in collective fanning and efforts to 

incorporate new areas into cultivation. 

One of the legal proposals contains the following essential points: 

a) All propel"'ty classified as a 11 latifunqio 11 , be it public or. private, 

will be divided ·by the State or by its owners, except for plots of from 

45 to 225.6 hectares in area. It is proposed that the maximum area to 

be owned by one fanner be limited to 5 11 caballer:!as 11 (approx:ima~ely 

225.6 hectares), except in the case of indivisible economic units. 

Econorrd,c units are those in which sugar cane, bananas, coffee, cotton and 

all other produ.;ts .for industrial processin.5 are cultivated and th~se 

/units in '1\hich, 
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units in which, due to capital, technique~ and farmirig 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 techniques and increase yields, and 

are prepared to invest a minimum capital, fixed by the State, will not be 

obliged to divide their land. 

c) The size of the ~lots is fixed between a minimum of 5 hectares and 

a maximum of 15, and persons who are dependent on a "latifundio 11 will 

have preference in the distribution of the land, followed by those who 

request land ~d are in a po~ition to finance and farm the land themselves. 

The Government will fix the price of the pl~t and determine the terms ef 

payment. 

d) Public lands will be established to which all municipa~ities, villages 

and settlements will be entitled. 

e) The existence of common lands is guaranteed. 

f) Credit, technical and aruninistrative services are provided to put the 

law into effect. At present the Ministry of Agriculture is studying a 

more integrated plan for agricultural reform. 

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 Clf Pet~n. With this purpose it established an agricultural 

colony and established a self-sufficient settlement in ~he 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 

t.erritory, 

The agricultural experiences of the colony on P0t~n have proved that 

the locality is,suitable for the production of the majority of semitropical 

and troptcal products, and it may become important as a centre for cattle 

breeding and logging. 
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Gn the basis of its' contribution to nntion~l income ~d the number 

of people employed, manufacturing docs not rnnk nn1ong tho most important 

economic activities in Guaterrk~la, 

According to the Industrial Census of 1946, tho first of its kind 

in Guatemal~, of o. total of moru than 9?0,000 g.:-.infully employed persons, 

23,914 worked in industrial establishments employing five or more 

labourers, Tho gross value of :i.ndustri.!l.l production .-;as 43.6 million 

quetzales, compared to a v~lue of 51.5 million quetz~~es for total 

exports in this year. 

It would appear that the 1946 level of li1dustrial production w~s 

considerably higher than tfi~t of 1945, the increase bG~g appro:dL~tely 

24 par cent, .:-.ccord:i.ng to the.: 6-vnilable dat~. This extraordin.:-.ry 

expt:!llsion can be ascribod to :the abnoriiJal co1.di tions of supply of 

equipment and raw mcterials in 1945. During the wo..r, the. levu! of imports 

of industrial equipment w~s very low, but between 1945 and 1946 it 

increo.sed 42 per cent. 

·Since 1946, although the volume of industricl production h~s 

contiriucd to increasL, .its rate of expansion has been nbout 2.5 per cent 

per annum, tho same ro.to which prevailed between 1925/29 end l945/4S. 

Industrial services, such as transport n:1d energy (not included in 

the preceding estimates), also expanded at a considero..bly high rate. 

This eArpansion, in fact, is on·~ of the most imporlr.nt developments wh::ch 

have tak~n place in Guat0mnla since thu war. 

It wn.s impossible to includu several of the new industries which 

have developed in GuatLLmla since 1945 in the industrial production 

indices used in this studJ'. 

,/Table 15 
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_T_n_:b_lp_ ~2-. _Gy._£-~~~u: Gz:o..EE..Jl.£:.luc_ of. Producti_9E._ c.nd_ N-~~-c2:__o.f. 

Eop~.9J:Oo_s_}!l_Z_~tnbli~~c,!!!-s wi_th !}.:V_9____9_.r __ H_9E_C 
· Enployccs, 1946 a/ 

-----------· --~------------·-.. ·---
Industry Vnluc of Production 

(Thousands o~ quetzales) 
---------------------~------· ------· 
Foodstuffs 

Bovuragos and distilleries 

Tobacco 

Tu};."tilos 

Clothing 

Chcrucnl products 

\Iood 

Building rJ.atori~ls 

:;.~l..;;ctricity Md/ W."ltcr 

Printing nnd cngrcvli1g 

Cthors 

9,647.8 
10,254.5 

3,620.1 

5,427.4 
3,732.15 

1, 716.8 

1,759.9 
1,910.6 
1,642.4 
1,111.1 
2 J 763.6 

-----------------
Hunber of Er.1plo;;rccs 

4,084 
2,033 

994 
4,299 
2,992 

711 

1,955 

1,534 
761 
815 

2,244 

Total 43,587.2 ' 23.914 

Source: Industrial Cunsus, 1946. 

a/ Th~. data contained in this table must be treated with reserve. 
The real value of production of foodstuffs, for inste.ncc, is · · 
muc_h high..::r than tho.t indicated in the consua. It is therefore 
likely thr.t other itcns contained l1crcin nrc sirdlarly under-estimated. 

/One of the nost 
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One of tho most important nli.lw industries is the production of 

edible vegetable oils. As was s~id before, the development of this 

industry has enabled domestic production to supply a large proporti~ 
of .domestic consumption. In t"act, this proportion will undoubtedly 

increase as a result of tho establishnwnt in 1949 of a large new 

factory for tho manufacture of-processed oils. The capital invested in 

this venture amo':flts to half a million quetzales. 
The manufacture of plastics, wrnpping paper and hard-wood plywoods 

was also begun in 1949 •. Tho production of plastic-ware is small, but 
of considerable interest, fu view of. tho fact that these goods are- . 

competing successfully in ~entral American markets. The capacity or 
tho paper factory is much larger than is necessary to meet local· 

de~and, but an attempt is being made to antcr the Central American 

market for this pr~duct too. 

Tho most interesting prospects fpr new industrial devolopmunt in 

Guatcr.ala arc for the manufa-cture of hard-wood plywood. Conswnption 

of this product is increasing in tho United S~ntcs as a result of new . 
architectural trends. Guatcnmla has large resources of mahogany and 

other similar species, which seem to justify the optimism regarding 

the development of. the industry. 

One of the most interesting fea~urcs of the production indices is 

the fact that, on the whole, industries which were not subjected to 

sharp competition from :ir.lported products, such as foodstuffs, beverages 

and tobacco, developed more rapidly than others, such as textiles, yarn 

and clothing, which were affected in vacying degrees by world market . 
conditions. 

Tho production of Lmnufacturcd foodstuffs increased by 23 per cent 

between 1945 arid 1946,'and 16 per cent between 1946 and 1949. However 

a large part of this increase is represented by bread baking and 

similar activities of an n.rtisan nn.turo. Tho consumption of wheat 

appears to have L!croascd from 27,000 tons in 1945 to 40,000 tons in 1949,. 

but since nearly all this increment in consun1ption was covered by flour 
imports, there was littlo expansion in the flour r:rl.lling industry. The 
expansion of the ookories fixed the' rato of increase of the index. 

/Table 16 



E/CN.l2/217/Add.7 
Page 42 

,!_o~..e.- !§_. ~~~o!·!-"'l-E-.LJ:p~.i_9~e_s_ :>f •. I!l_?us}i_,~ip._l~ fE~~c.t}:_o~n:/ 
1946 = 100 

Industry 1947 1948. 1949 
....... ---·-----~ ••••• - • -----· __ .. ___ .. - l/lf,_._._.. •. _. ____ • -----~ ------

Totnl .. ·.1.0.? .•. 5 .. ---
Foodstuffs 100.7 . 
Bovora.goe 116.2 
Tobn.cco 102.9 
Textiles 97.0 
Clothes 83.5 
Hides o.nd skins 97.4 
Printing and engraving 69,0 
Chc1:li.cal products_ 97.6 
'!ood 112.3 
lJon-notallic oros 101.6 
Iietnls 109.2 

_}..p_s_.J_ 
UO.l 
119.2 
122.5 

96.6 
92.2 

108.6 

139.1 
91.7 
96.3 

114.1 
83.5 

' 

111.0 ----·---· 
116.0 
ll8.7 
128,6 
. 8~ .o 
.104.9 
104.7 
128.2 
140.6 

. 96.3 
129.5 
83.5 

___ , _____ -· .,.... __ .,. .. - ........ _...l ... - ... -· .. -:----·- .,_,.. -----.i....--- "". --........ . 
§J...;:tE;z.: Prepnred" by the Bcon0nic Cumr;dssivn for L~~tin- Anoricc .• 

a/ The L~diceo shown above nrc not s~ulnr to those published in the· 
~ · July, 1950 Bulletin of tho Dn.nk of Guntcm..".ln., bocnusc tho nethods 

of weighting arc difforunt, T:10 wci,shting of the official indj.ccs 
seems very high for bcv0ragcs ~nd vary low for foodstuffs and 
toxtilt:s. Tho systoa of 1.'1\.:ig;hti..~g used herein is based on thoJ data 
supplied by the Industrinl Census of 1946 with some changes. In 
son.o cases (foodstuffs, buvcrages, textiles and non-nwtcllic oros, 
for c::xo.nplo) thu basis of tho cstir.nto wc.s different frou that of 
the official indices, but elsct"lhore the sc.r.1c basis has been used in 
both cdscs. Tho figurus for 1949 wore calculrited on the bnsis of 
the porccntc.ee chnngc.;s b--twc ... n 1948 and 1949 i.;.1dicatod by the 
officic.l indicos. 

The ~othod of ca1culntion is c.lso different fron t~~t used for tho 
indicos contD.incd ih tho report on economic devclopr.1cnt. In the 
lnttcr cc.sc it wcs n~ccssc.17 to usc othor indicators of industricl 
duvdopocnt because the conplcto series used in this cn.sc did not 
exist. For instcnco, in the indices of the dovelop~ont study, imports 
of hops wore used to show the production of beer. Norcovor, the new 
ind0X includes a lgrger nUmber of industries • 

/No significant 
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No significant dcvolopnonts were noted in tho production of alcoholic 

beverages. Production of spirits ·and beer ineroasod at a groatc~ rate 

then the nnnti.facturo of pure agua.rdicnte. This trend existed before 

the war and hns continued since 1945. 

Production of cotton yams and textiles, after rising sharply in 

1946,1/renninud at a high level in 1947 and 1948, and dropped soocwhat 

in 1949. During 1949 the production of rayon natcrials also decreased, 

frao 402,000 metres in 1948 to 306,000 metres in 1949.2/ It was not 

until about tho end of 1949 that tho clothing industry also phowed the 

effects of strong foreign competition. 

~ihcn the crisis fi~st affected those indu~tries, their lenders 
sought nn incron.sc of. tho cus~ons duties, which were o.lready high, Their 

· request le:d to the introduction of a bill which wn s arproved by the 

Guate~~an Ccngress but vcto0d by the President. Later additional customs 

protection w~s e::tcndod to corte..in branches of the tc~.ile industry. In 

June 1950, for instance, 5.nports of rayon and cotton seeks and stockings 

were suspended·, o.nd eal'li.:::r the duties, on goods n:l.do i..'1. Japan were 

doubled.J/ · . 

The deteriore..t~on of tho competitive position of the cotton textile 

industry wr.s caused not only by the reduction in the price of iriported 

goods, .but also by an increase in domestic costs of production. In 

Dcco~fuer 1949 a regulation ~s enforced prohibiting inports of ginned 

or raw cotton and conpeJli..'1g tho yarn rnenufacturcrs to purchase the 

domestic product at n. controlled price, which was highor than that in 

the int~rnational nnrket. 

-~-----------~ ..... ··-····--· ·-
1/ In view of the fact that the production of cotton textiles .~'1d yarn 

was pnrtly estir.~tod on the basis of raw cotton and cotton yarn 
i1:1.ports, nnd that a fro.ction of those inports ~was proh.""..bly used to 
re-establish stocks, tho increase of cotton textile production between 
1945 and 1946 is possibly over-estimated. 

2/ -~~ci~ g~r.n~!'~ ~~~l.t Hnrch 2<2_, 1950, pe..go 36. 
31 Basod on a decrqc empowering the Chief Executive to apply 

discriminntory tariffs against goQds modo in countries with a 
surplus in their lx.'1.1.:-.ncc of trade with Guator.-ala. 

/Thu'productive capacity 
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·rho productive capacity of the; .textile and clotMng industries in 

Guate!J.c"l.la. did not incrcn.se greatly after 1946. vJi.tti the exception of 

a coffee bag factory producing 1,500 bags everJ B hours, which was 

ustn.blishcd in 1950 with the financial assistance of the Institute do 

Foncnto do ln Produccion (Production Dcvolopnont Institute, of a. shirt 

fn.ctory with :. capital of 50,000 quetzales, and of a few sr.~all work-shops 

Ia.."'.nufacturing native. cloth for the export narket, no' new textile 

factories of any hnpor~~ce were ostablished. 

Av~-~il~~2f Raw ~htcrials 

All the: im.porkmt. _industrL:'ls in Guat.;;mln., with the exception of 

foodstuffs, cho:~U.ca.l products :md t;C:1ber, dcppnd largely on import~Jd 

ro.w r.l.'ltcric..ls. According to 1946 census data, for the ten :most important 

industrial groups, 4l pe-r cent cf the ro.vr r:l.."l.tcrinls used were inported. 

The .textile, clothing, bevcragos, building r:u-.terio.ls, printing end 

engraving, and the tob.:.cco industries • used th;,; higrh.:st pr?portion of 

iDpCJrt;..:d raw mt~rin.l, according to this census. 

The only ch.~ge of o.ny UJporto.ncc which occurred in the supply of 

raw ;~1o.tc:rinls was th.".t of the t,Jxtilc industry. : .. s n result of cotton 

. dt,vdopnunt. prograr.ncs, thu Gunter:u:.Lm textilu · industry has since 19/.t 9 

been using incre.::sing nr.li..iunts of doncstic raw J1:.t0rio.ls. It is csti.natcd 

that in D. rab.tively short period the c.:-untry ld.ll b:..: c.blo to supply all 

the cotton rc:quired by this industry. In 1946, 54 por c.,nt of the country's 

raw r:ltJ.tcric..l iT.lpcrts wuro r:o.dc up cf cotton. 

Containers comprised 67 per cent of the tot('.l r:1.w r.1.e.teric.ls inported 

by the beverage r~~1ufacturcrs. During the war, a glass bottle factory 

\'IC.S \'JStabu!shcd in G~"l.t..:::-:nla but t..:;chnicnl difficulties i.'t'ltcrvoned and 

thc plant n...:vcr uent into productiun, although the cquipL1.i.mt is intllct. 

It is quito likuly that these tcchnicnl difficultios L~Y now be elininatcd. 

Though raw r. .. ~tcrials for th0 rac.nufncturo of glc.ss r~ro found in Gun.ten.1.ln, 

thoir utiliz::1.tion in tho r_;nnufncturu uf bottles wuuld not be cconoJ:rl.c 

unloss it wore possiblu to rmke sales in forc;ign r:c.rkets. Howov';..:r, the 

bot tlc-r.1e.king industr.r d.ght be based on broken glr.ss, which exists in 

large quantities and which tdght also be i.r.J.pvrtcd. 

Another ~f the luc.ding raw r.ntcrials iL1p0rt0d by the beverage 

/nnnufacturcrs is the 
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r.mnut'o.cturers is the na.l t required for the. broweries. The country 

tught porhaps produce h~rloy'tor tho br0wing of bour, but for this 

· purpose it would have to l:l..;"'.ko uso of l~d on which \'lhoc.t is :1t prcso..nt 

being grown, end the cdvcnto.g~s of this substitution appears dubious. 

'The nost iopc;.rta.nt nraw r;'ID.torioJ.stt used in the clothing· industry arc 

wool and r.lyon cloth., i.1 ~ 946, t\vo-thirds of the vo.lut.J of which 

corr~spondcd to haportud cloth. Though its pres0nt voluoo of production 

night be considcrcbly incrun.sud, Gootc1:1.~.la does not h!:'.vu the nec'"sso.ry 
I , • 

conditions for the ostablishrJont of o.n importo.nt wool producing L~dustry, 

cvon to ~eot its ow.n consuoption, and it is highly.doubtful that the 

narket justifies th~ cstnblisruacnt of.5p1nning mills using imported wool. 

Th~roforot the woollen twxtilu industry-will probably always depend on 
liaported raw uctorio.l. For the t~~0 being the situ~tion with regard to 

th~ ucnufacture of ro.yon goods is tho sml~. In this case the voluoe 

of ~ports is such.that the narkot rJight be considered sufficiently 

lcrgo to justify the cstablishoont vf a rayon weaving industry. 

It sce~s possible, on th.;; other hand, th.:Lt doJ:J.cstic rnw nctorinl 

could avontually replace o. largo part of tho iuportud 1:~tcrial c~ploycd 

in the tobacco industry. Fifty-nino por cent of tho raw I:ID.toric.ls 

imported by this industry is ;:u::.de up of tobacco loaf. (Of tho total 

tobacco used by the industry, only. 42 per cent i.s i.TJ.ported tobacco loaf). 

In 1946, tho total vcluo of raw r.k~torials used by industry cquclled 

44 per cent of the gross value of industriaL production, iqported raw 
mo.terinls representing 18 per cent. This p~r'"centage may at present br 

lower, and in the future, it is ver,r. possible that there will be a tendency 

for the proportion of imported raw materials to continue to decline due to 
greater domestic supply of existing fudustries and thE? relatively more 

rapid development of industries using domestic· raw materials. 

/To.ble lJ.. 
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Tuble 17. ~vl:.l.:l.~~:_.!Jti,!.i;:t.ti.:'_n_y!.JEP.vrtud_J~W lW.t-:.:_:i~ls __ i?. ~Jlp 
Tc_!1 __ !:j_~$.)!.13ustr_g:_!. Categor!e_s_,_J .. 9_4_?~Y · 

-------- .. ·---- ......... -----~------- -----·---..... ---;-----~ -,_-

Industr~cl ~atogory Vulue of thu Rnw !Jintcrio.ls 
(Thous~ds of quotzn~os) 

........... _ .. -- .. -- .,..,.. _ _._.__._......._........., .-- ... -~ __ ... _..:_ __ ,. . .. . . -- - --- ....... 
Fvodstuffs 
B~.;voro.goa 

Ti.<bD..CCO 
Tvxtilos · 
Clvthing 
C_h(.;ln.ical prvducts 
Wocd 
Building rk'\torio.ls 
~loctricity and wo.tor 
Printing and engraving 

6,139 .o 
2,618.4 
1,289.5 
2 ,441. 7-
2,619.4 
1,082.2 

.. 827.7 
. 776.1 

'149.9 
338.8 

Porconto.go of 
Inportcd :fk1.w 
Mc-:torio.ls 

18 
55 
48 
70 
55 
32 

7 
49 
57 
50 

----~...__,---··---·- _,.- ................... -- ... ---~- ~- .. ·--~ ........ -., ,._,. ... 
Total lS ,26'2. 7 41 

- ..... - _ ................ _ .. _ ... ---- ~-- ....... -,.. ... _ .... ~ ... ~ '1/r "'---~ _ ... -·--- _ ..... -------------- ---~ ---. -
Suurco: Adapted fror.: the 1946 Industrio.l Consus. 

' .. 
:::1 Excluding fuels. 

Transpvrt 

h.s W'ls puL.1tod out i.:.1 th0 raport un Econ<...rlic Dcvolvpn~i1t of Guat..;rJ:lh., 

thu oxpansivn uf n.uturizud t;rr:nsport. bvgnn during tht:: 'tw~nti..:;s, ,-;:1on 

railw~y develvpDunt wo.s sl~win5 dv\m. This tr~nd hcs buco~e sharper 

since 1945. 

Tho L"lcrunso .:.,f :J.vturizud transport is \vull illustrn.tlid by the fr-.ct 

thc.t between 1945 and 1949, i1:1pvrts 0f lvrrius n.nd busus u.vorc.ged 2,327 

tons c..nnuo.lly 1 wh\Jr;.;c.s bt..:foru thw uc.r (1937-39) t:1vy o.v<:;r;:.~cd only 606 

tons. Petrol ir1pvrts incror.scd 162 per C(;;~1t bvtwve:n 1945 o.nd 1949, 

whuroas b~two.;n 1937 and 1944 t:1(;rc wns ::.1 incru::.so of only 58 p0r cent. 

Thv increased cvcilo.bilitios ;.,f ;_tvtorized trc..nsport cquipnont t~nd 

the ir:J.prove;ucnt '-'f th..; roc.ds, which cn.:1blud the ostc.blishnont of nuw 

inter-urban networks, hu.s l~d to .:1 cvnsidcrablu incruo.sv in tho nunbur 

uf pass~ngcrs c~rricd, und prvh~bly ~lsu in th~ vvlurJo of co.rgo. · In 

194 9, the nl.lj:tbor ::.,f pc.ss<..;agcrs cu.rriud by intGr-urbnn. bus us we. a ncc.rly 

fivo tir.:us 'highur thn.n thl.) nunbe;r in 1945. Should this rote 9f oxpc.nsi..m 

/incrco.se, tho nur.'.bcr 
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increase, the number of passengers carried by motorized transport in 

1950 would be higher than those travelling on the railways, (approximately 

4 million passengers per annum). 

No data are available for the increase of the cargo carried by 

motor vehicles, but during the past few years several large new transport 

companies have been set up, Hearly all the large communities 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 pattern set by motorized land 

transport. Between 1945 and 1949, the number of passengers increased 

from l6,C00 to 74,000, and the volume of cargo increased from 3,500 

to 4,100, while s·,ooo tons were carried in 1948.1/ At present nearly 

all the important towns of Guatemala are coru1ected by a regular air 
service, run by a state·- owned company, with an autonomous 

administrative board. · . 

The rail~ays, on tho other hand, show no such,trcnd of expansion. 

The maximum cargo was ·carried in 1947, due principally to the incrcaso 

of banana exports. This volume began to fall soon· after and remained 

~t a level 2.4 per cent' below that of 1945. Howuvor, in no previous 

period of railway history in Guatemala was tho volume of cargo carried 

so high. · Th8 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 may be partly due to the competition of motor transport. 

·uhereas the number of passengurs carried by the railroads decrensed 

8 per cent between 1947 and 1949, the number carried by motorize~ means 

increased 42 per cont. 

Comparing the relative incrcnse of cargoes and passengers carried 

with tho income derived by the railways from tho trnnsport of cargo and 

passengers, it would appear thnt railway rates h~we incrpc..sed 

sign~ficantly. In certain sectors of the network, such as, for instance, 

from Guatemala to Puerto San Jose, which are :J.lso linked by a paved highw::.y~ 

the railway rates have lowored tlS a result of the competition of 

motorized transport. 

1/ The reduction in the amount of cargo carried in 1949 is probably due 
- to the contraction of chicle exports, which are ctlrried by plane from 

tho forest to·the ports of emh~rkation. 

/T:1blc 18. 
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Tc.b1t~ 18, 

~:co.rs Cc.rgo 
"Tho.us:~ric.l~i -Yn~ctl-c,::·s 

1945 
19hG 
19h7 
1%.8 
1949 

of tons 

935 .(; 
1,li44.6 
1,1hLl 
l ,l8'v .2 

912.4 

· LG .G 
111.7 
122.0 
116.5 

97.6 

f 

Po.ssunP'.;.;rs 
••. -- - -- - .. :£ __ --- - -
Thou·sr~.nds Indicos 

3,855.2 100.0 
4,152.2 1(;7.7 
4,122.7 106.9 
3,929.2 1C1.9 
3 '790 .8 98.3 

Income 
-Thou5~1cts--·-rndiccs 
of quctzc.1cs 

6,.412.5 
7,645.8 
9,583.2 
9/196.7 
9,Cl6,6 

1CC! .0 
119.2 
149.4 
155.9 
1/+G .6 

Source; Jo1ctin, Dir0cci6n 'Gvncrt.1 de: Esto.distic·:. (Bulletin of the 
r~cih.:r-".1 3t<~tistic;.l i.h.:pc.rtn;..nt), Nos, 24 ~~ncl 25, J.pri1-Juno 1950 ~ 

Th ~ r:J.ilw:.y i::> the only mor...'1s of contr.ct ·ifith thu Atlr'.ntic so.~ board 

in Gu<:tem;;lc., Thv C~ovc:rnmcnt h::ts shmm grun.t int"rc.:st during tho p:1.st 

f,M y._r•.rs ih sti.mul::ting competition in this suctor, .'lJ1d \'lith this 

object in vh;\v, it is pb.:·L.1ing to build :::~ ror'.d ilfhich •rill opon this 

sector to r:totorizcd trc.nsport, 

There is ::>.noth0r closely r01.1.tcd prob1mn \Il1ich is a source of 

conDk:.nt-· concorn to thu Gov,;rnm(.:nt, nc.mc1y, ~~n ,n.vnilt'.ble port on tho 

Atl·-:ntic s<Jc.boc.rd r:.nd the building of .::>. nwrch~J.t fLd, 111c:ro ls only 

one port c,t th•; prus0nt time - Puerto Bo.rr;i.os - wl'H.re :-.11 the insto.1l:::.tions 

c.rc th0 prop0rty of thu s.in1;, ~riv:-:t,; compc.ny tho.t uvms tho ships c.nd tho 

rr:.llw::~r.s s;.,rvin~?, thu purt. This si tut.'.tion is o. constc.nt source of 

friction be.;tlvc:;n tho Qov~.n·n.::11 . .:nt o.nd the compc.ny. Th'-' comp.~.ny' s ::>y;:;tma 

of tr.;.,nspurt nust op8rr..tc in ::::uch :: ~rc.;;r ::s to ,;nsur.:; th,:; continuity of 

tro.nsport for tho ho.n::-nc. crops. All vthcr considcr::tions o.rc <.>0condo.ry 

tc this obj~...ctivc, sine,:; thu ·ouccuss of the br.:1r.nr. plr.nk.tions dcpcnds 

l2.rsoly on this f.".ctor. On thu ether hend, the :::.b~o1uto control uf tho 

tr::-.ilsport syst;:.:n by o. privctu corJ;;::-.ny ::lust nvc !SS<Crily be 'illlsnti::>fL'.ctory 

to the GovcrmKnt. In <'. rnesso..:::;e to c~A1gr\..SS, the ~inistcr of Zconomy 

docL:.rcd th:'.t 11 .o.::1y forp uf shackling in nt,ttcrs uf I:io.ritiJ,lc tr::mspcrt 

Lwolv'-'s til0 subjcctLm of cur b:1sic ec,Jnvmic occup::.tiuns to for..,iv 

privo.tc i!lt"'r,;sts, 1'..:1d tho conscclucnt ins;curity of our s~rotcm of . 

productLn o.:nd of t:1c: ?ubliq l'r'-'".sur~r," -~ 
r/ ::uporT-uTth ... ;.T£"1lst~vT"'5fcc:::::l.c::1v ,o.nd 
- P::'\iZ , to th0 Cvngrc s3 vf t~N ,1,, .. D;b1ic 

"~los. 2 r.nd 3, 19h9, p:.:.gos 97 r< .. Yld 98. 
/It W'.S prvpc. sed 
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It W:'I.S proposed to solve t)1is difficulty by the btdlding of a 

rnilroc.d from the city of Gunteroln. to Pu~rto de El Ester, on the north 

coast of Lnko Izabc.l, which is c~~octcd to the soc. by a nnvigc.ble 

river, to cnrry out the necessary port instc.llc.tions at 31 Estor nnd 

purchase small-tonnage shipping. These solutions were contained in a 

bill prcsont.~d tc Cvngrcss in 194 9, together with other mcnsures for 

prvviding th~ funds with which to develop tho northenstcrn part of 

Gu~tcu~ln. None of thvse bills have yet been carried into effect. 

P_?_9_9.u~:t2-.?.n. ~sl_Q~P.tf..v_n_ YL"ff.i!l.2F$l 
The consumpticn vf energy in tho country is uxpcnding rnpidly ru.d 

hns bc~n stLmulntod by the development of mctcrisod transport, by the 

extension vf ttw cl<.:ctric light survicus to the gr..:c.t mn.ss ->f the pvpulntion 

who hnvo thus far boon deprived of it, and by the ~pctus of industrinl 

dvvclopnont, Tho !:lust important in~im.."':'.tc svurccs cf 0ncrgy in Gu._>.ten. .. --.ln. 

have; so far Qocn the forests, tagothor with doncsticclly produced electric 

power nnd ~portud potrolcun. 

Tho inport::mco c.f wood ns c. source of energy sc...:r.1s to hc.vu boon 

decreasing for sumo th:10, pn.rtly bvc.?:.usu tho ncn.rby forest reserves h.?:.vc 

been exhausted end partly b~ccuso of the rc.ising of tho wage level. 

Tho cvnsunptic.n .end production vf electric power has incrcc.scd 

ror..~rkc.bly. Excluding c. nur.,bcr of sT-11 pl:mts, for which no dntc 

exists, production incrGr' .. scd 43 pl:#r cent bctwe~.;n 1945 ~1d 1949, th::-.t 

is to say, nn ~~1nucl ~vcrage L~crc~se cf S per cvnt. According to tho 

inforn'ltivn cvailr-.blc, thu li1cr..:msc in 1950 will most likuly be murc 

thr...n S per C(.,11t. 

As w:".s sc..id in thu ruport on the Econonic Devolopmcnt of Gu~.ten."'..la, 

the miniuum rcs,;rvcs of hydro-electric p0wcr in thu countrJ ru:tvunt to 

sonc 12,560 1:lillion kilowntt-hours pur c.nnum. The prvsont consumpti--n 

of in;:mi..':'l.':'.to cnorgy, excluding con! end \iuod, is c,bout 6SO mllion 

kilowntt-huurs. Potrolvun e.nd its by-products pruvidc nbout SS per cent 

of this tvtal, tho gr0ctC;r pc..rt vf which is consumed by the railways nnd 

r.1utorizud transport, Th~ rvpl~cGncnt of c. lcrgv prvportion of pvtrol~un 

consunpti~n by cluctric puwor SGens unlikuly unless thu rc..ilways arc .. 
electrified. J:Lur0ovwr, tho industries which cuuld bv dcvclcpcd in 

/Gu:J.tcmlc. ar~ not 
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Gua.tom:t!'.;. :".rc i1vt large consuners of 01cctric pv~cr, with tho pwssib1c 

exccptLn d. tho ; ;..;nufa.cturc of c.,lcctrolytic zinc. According tv a. report 

dr"wn up ia 19h5, thu SD..l'1 Higur .. 1 Ac::..tM rcgi,Jn uf thu doprtrtuont cf 

HuohuwtGn~ngo is "c. pvtcntia.l source of lcc.d r.nd zinc wr.ich ::.::y become 

v;.;ry vo..lu:'.blo in thu futuruii,;L~ a.nd in thv Cwbnn rcgivn of tho Alta. Vorc .. 

?·1.z Dupo .. rtnont, lGO.d :-..nd zinc ~ .. ro :-..1rct:'..dy being Llinod <..n a C0I"'.Y.tvrcir.l. 

bt'.sis. 

Th0 c )nsw':pticn cf pctrclGUIJ a.nd its by-products doub1od botwoun 

19Lr5 .".ncl 194 9, ."..nd since.: th<J vlo.r h::-.. s a.ccm.t'1tod for lC pur ccn t of 

Gu::-.tcl.L"\lc.·'s twt."'.l L:pvrts. It is bc::lir;vcd th;:-.t there o..rc oz.tmisivc 

p ... tr ... lwU:.l dopvsits in thu n ... rthoc.sturn sector of Gw.~t~..;:lC'.lo... Until .:.bout 

thu r.dddlo vf 1949 this ~.r..::n H."'.s b ... ing drillud by threw fordgn cor.1pu:1ics, 

1945 
1946 
191.7 
1948 
1949 

G,U:"-tl):-~-:_1~;_: _ Co:1_S_ur:~p~J-.c~1. _v_f_ J.!.19!l.i!~~_:t:._o_ ~~1.'lJ'J!Y_ :-_ ~]-?_~?K 
· c:1o.rcoo.l t'.::1d 1 vvd. 

~· - .. -· -- -- - ........ - -
.C:lvctric pJWi.:~ Futroh:urJ by-pr0ducts Toto.l consw.1ptivn Por Ctlpitc. 

r ,ul;l; 
I\WH 

55,252 
59,992 
65 ,5C7 
70,181 
78,848 

;6 '..:if. 

tvt::-.. 1 

19.1 
14.4 
12.2 
11.2 .. 

"iooo··· 
' . 

288,8£33 
356,652 
47G ,028 

. 609,171 

conswwtion ;:,ru-r- · ·· ··· I' ,ooo· ti1cfi'c0_s_ -· rdliH ·· Ynctic.es 
totr.l K\V'H 

80.9 344,135 1(;0,0 131.9 100,0 
85.6 416,644 121.1 157.3 119.3 
87.8 535,535 155.6 198.4 150.4 
88.8 679,282 197.4 2/.t.9.0 188.8 . . . . • • ------ .......... _,. ___________ ... ______ ... -

~ ----· -~----- ... -- ........ '- ~. . --··- --·· ... ----·-·· ..... -"··--- . 

Source: D;--.to.. supplLd b;;r the G .. mcrc.l St::ti::>ticc.l Dop::rtnont, Putrolcur:1 
w::s c,;nv~..;rt.. .. d into its K'wH cquivo.l... .. nt • t!lc.l c:-.lculc.tion being 
b::-.scd 0::1 2,470 i\:'tlH pc:r ;:ctric t0n of putrvl~..;UI:1, 

In 1949, Gu-:tl.;i:1-:.lo.~s p ... trvlcu~ L .. gislctiun wns ;:-:.e,dificd. The; outst::mding 

fcr>.,turc.s vf th.__ new PotrulouL 1:-'.w t:.ro !"!S fclL-ws: n) cxpcriJ:tcnta.l drilling 

cunccssL .. ns sh:: .. ll not bi... grt:'..ntcd f0r o.rc::-.s c.;.f Gi...r._. th::n 2CC ,000 hccto.ros; 

b) cxpcrir.lcnt."..l drilline concwssiuns shtlll ~.,,n1y w:1titl0 the h<)ldor to 

-------------------

/11ork!.ng rights when 



E/CN.l2/217/Add.7 
Page 51 

workLig rights when the c~nccssi~n is h~ld by the .St~te, ~ citizen of 

Guc.te:r.k"'.lc. or a Guo.tcr.JD.l:m couiXJ.ny, the capit:U. of which must be 

prcdorrlnantly domestic (&5 por cent of the capital nust be subscrioed 

by Gunterml~ na~ionnls); c) thu working concessions shall'be of an area 

not groator th~ 100,000 hectares, and shc.ll only be granted to tho 

St::-.te, to Guatcr..1..'\lc.n n~tionnls nnd to Guc.tcr.Jn.l.n.n: cvn.po.nios, tht: c9-pitu.l 
- . 

of'which must bv predominantly national; d) the State nay, however, 

gr~nt uxpurinunt~l drilling end working contrncts to both nat~onal and 

foreign undcrt~kings; o) in tPis ens~, the State·rescrvcs for itself 

12.5 per cent of the gross -pctroluur.l pruduction, tho rest being uao_d to 

amortize the capital inv~~tod by the contractors: noreovcr, the State 

is entitled to 15 per cent uf the net vnlue of pruduction. The nnchinerY, 
nnd cquiprJ.cnt for working the wells shc.ll boconc the property of the 

Stnte fror.1 the u<:-uont thoy are r.cquirod by the contro.ctor and their 

value is pnid in potrolcur1, The contractor ~ust undertake to build 

refineries. The Petroleurl ~w also established the Institute Nncional 

do PetrCleo (Nn.tionu.l Pet~vlcun Iz?.stitutc) th9 object of which is to . . 
"fomulo.te douestic pctrolow.1 pulicy c..nd carry out tho lugnl provisos 

which i-_1Ust bu obsorved by thu priv.:.tc CO!:lpnnies in the cuurse of their 

transactions~' Since its ostablishLIDnt, the Nationnl Potrolcun I~stitutc 
has cnrriud out various expurir:lent~l drillings, tho·rcsults of which nrc 

unknown. It hns nlso opened e school for potrol~un tcchnici~ns.2/ 
Govurnoent PolicY. 

The chr'.nge of G0vu:rnncnt pulicy in relation tu various branches of 

econoLnc activity hns, in fnct, been more fn.r-rcnching thc..n th~ events 

which Lnrk the course of devvlopment in transport and energy, the creation 

of now industries, with their attendant difficulties, and even foreign 

competition itself. 

-----·--~-·~----

1/ Statuuont of the Ministry of Econocy and ·Labour on the new project of 
- the Petrolo~~ Lnw, published in the Rcvista de Ecunon!a, Nos.2 nnd 

3, 1949; page 36. - - · 
2/ Data supplied by thv Hinistry of Eccmorzy- n.nd Labour in 1949. El mea 
- econ~r..ico z £in:mcio!5::, February 1950, pr.ge 20. - --

/until 1945 the 
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Until 1945 tha Govwrrm\.mt wc.s l.':'..recly indifforont to industry. Even 

wh~..;n it gr~.ntcd protection to vc.rious sectors of l'J..'"'..nufncturing, it wn.o 

n0t b~li(.;vc;d thc.t csnditL,fls existing in Guntenn.lo. were fc.vuurnblc to 

industric.l dcve;lu.PI:wnt. In the raport prepared by tho Gcvorimcnt 

r'-pr0scnt.".tivcs for the Inter-Anericc.n Cunr.:dssion of Ecvnonic Dcvol·Jpmont, 

thQ GovGr!lL1(mt's nttitude in thi.s respect w.-...s clearly expressed. The 

prcvo.iling opinion since 1945 scur.1s. to be thc.t within acknowledged 

lir::itc.tions, industries nay :'.cquirc fc.r greater relative inport.::mcc ldthin 

the ~.,rbi t vf do:-_H;stic 0ccmonic c.ctivity .::.s n whole~ 

In o.ccord0..!1Co vd.th thie ·nul'l' trend, the 11Ley de Funcnto Industrio.l 11 

(Industrio.l 0<..Nelopnvi.lt L..;g:i:sl:>.tion) .::md thu ·Institute de Fumontv · dt! 1:::. 

?ruducci0n (Production Dcv~JL.:-pnunt Institute) were cr • .:c.twd c.s a s'tinulus 

to industry. Thu !ndustri::tl Dcv-olvpnwnt L.'c.l·f cnpo1:1urs thu Executive to 

grc.nt Custuns cxcnpt~ons for no..chinc.:ry :::.nd equipnent, r:::.w I::'k~.tcri::l.ls .::nd 

building u.o..tc:ric.ls, ~nd to roduco t::-.x::-.tion un uxccss prvfits ~l .. <'1d vn 

pr..;pcrty. 

The lnw clnssifiod industrius under vnrious groups according to 
• 

two cri tcrin: 1) whether the rc.w n"l.. tori:'.l used is of duucstic or foreign 

origin, nnd 2) ·whether it is a new prodUct or not. 

Thw industries which wcrk oxclusivdy with dvnostic rc.w u.".torials, 

Nhdhvr previously e;stc.blishvd in tho cvuntry ;..;r not, nro entitled to 

Custo::1s t.::.riff \,;xc.upth.ns vn building r.J.C.t.;ri.-:,ls, mnchincry D.nd cquip:.wnt 

for n pvriod vf ten yc.:J.rs. The industries \'I;Jrking with both inportcd 

c.nd dur.1t. .. stic rnw nG.t~Jri.:..ls .'lrc cntitlwd t0 sii:lilar tG.x oxer.1ptivns but 

nust pc.y to.x on rnw nntcriG.l ir.1purts ::-.nd nr0 nut. grnntcd t.'lx reduction 

fo.cilitios fur excess prufits c.nd prupcrty. The pcrivd for which those 

pri vile: go:: nrv grc.nt,]d ilnd the c.cvunt of tnx r~,;ductiuns incrcnsc in 

r'~lntion to th<J prup0rti0~1 of dvucstic rc.w i.lc.tcric.l usc;;d, c.nd i".ccording 

to whether the.: cunp<'.ni...:s hc.vc b-:.:.;;n recently wst:::.blishod or nro vf lung 

::;k;1ding. 

In ".rd'-'r t.:;, onjuy t:1'-'sc priviL..;::;\,.;s, t!w l::n"i' est.:1.blishos that 100 por 

cvnt :A the c:::.pi tc.l b..; uf do:.:.cstic vrigi."'l if th,; ll1holc of production is 

pl:--.ccd on th~; dvnwstic :·.:.crkC.Jt. 2-nd if producti vc tC.Jch::-liquo is fnirly sinplo. 

~ho cnpik.l uc.y be .... itlwr nl.:.til..:nc.l (.,r forcicn when tho industries prvduce 

gvods fv:r the o:x:p.:>rt :J.':'.rkct, 

/In spita of the 
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In spite .of thu fn.ct th::-.t since the lnw w~s p!:'.sscd ::-.t the end of 

1949, 41 cor.1pnnius h~vu alr~..;ndy tc:kcn ndvnnt!:'.go of its fc.ci1itios,Yit is 

doubtful whothur it off<-rs suffici<..;nt induconont to industrial d.:..v ... lopo~..;nt. 

Thv Guo.tornl~ to.x r!:'.tws o.ro not o.ctuo.lly hccvy n.nd therefore 

reduction of tnx<;s Qn excess prvfits c~ hardly be considered cs ~ effective 

incentive. Tho c.d vclorcu ioport duties on machinery varied from 10 per c~nt 

to 15 pl.!r cent in 1948. A roducti..;n ()f 10 por cent tu 15 per cent in the c..i. f. 

vcluo • ncchincry would only affect tho cost of production slightly, · 

espvcio.lly in view of the long pDriod of duprccir.tion. · 

Thu f::-.ct thc..t nu fc.cilitius ::tre gr.:l.ntcd Gn in.pvrts vf r'c.w nntorin.ls 

cc:.n porheps be justified c.s n nc;-:ns of ch'-'cking tho d<.;vc.:lopnont cf 

occupctions which dopund larg~..;ly on foreign supplivs, but the l~w seema in 

~y cnsu too strict. Thuro nru cert!:'.in nctivitius which i'Jight devdop 

cconuoically, (such .:l.S the phnrnocouticnl industr.v, fur inst~nco)' but 

which nrc unnblo to do so. p.:l.rtly bocnuso the dutio~ on tho rn.w r~tcrin.l 

are hi~1cr then those on th0 corrospvnding finished product. In the 

cn.sc of rc.yon .wucving, for oXt.".ri.plu, n prcforuntiel tr,;et::l,.;nt for the r.:l.w 

U':'.turinl w;...uld pruh'J.blj bo justified. 

Th~.! good ~r ood pvints in thu industric.l c\.Nc:lupnent lugisl!:'.tion 

r.rust be considurud in t~,;rr.1s of whC.t c.r~ thought to be the gruntcst 

obsto.clus to i.l.:.'1.llufc.cturing dov~..;lupi:l~o.mt in Guo.t~J:·.Jeln •. 

Apc.rt frou the Gvn\.lrnl l.ir.J.itn.tions of m.turnl rnw r.".:!turic.ls r.nd the 

s~ll size of tho narket, perh~ps cne of th~ gr~o.test barriurs to such 

duvc.:lvpuunt is thu lr.ck ..;.,f kncwl~Jdgu rug::..rd.ing thb (;ppvrtunities for 

invust~nt. The lnrg0st fortunvs in Gun.tuL~1n nrc invustud in trade 

~nd ngriculturo, but hc.vc rc.ruly bcun c..pplicd to industry. This is 

prvb:--.bly due to sc..cio1ogicc..l c.s well ns ocun-.~L1ic rco.s0ns such .as the 

'consideration of the risks involved, However, ~he lack of knowledge 

concurning th~ opportunitius for invostr.tunt, Md the fn.ct the:.t such 
• 
knowlodgo might be ncquirod c.t thu oxponsc uf c. nur.1bur of unproductive 

invustnl,)nts is undc.ubtudly c fundn.n~.:ntnl fnctor. 

- .. ·-···--------· .... ----··----
'};/ Report of tho Y.dnistry c;,f Bc...:mony and Lnbour in 1949, published in 

El. ?£.! ..£!?_0?.~!-t:?-.c.E. 1 finn.nc_i_9_.r~, Fubruo.ry 1950, pa.gu 18. 

/Anothvr cc..nsidcra.blc 
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I 

Anothc.r considorc'.blc ubsk .. clc to thL- 1 dc:v-.:lvr,>L:vnt of invustncnt 

which h~s bvun widely c~iscusscd, is· the l~ck u:f; o.n ur,sr.nisc.tion which 

could r-..ccw~m.lo..tc: :-.nd chr.rmd individur.l sr.vin;;s < .. nd which would o..ct as 

0-n undcrwritvr fvr ne'tl stuck. Finc.lly, th'"'ro is. the considur[~tion uf 

th.:.; c..lrvc..dy !.:c:ltL.~n..;cl risks involvud, EvidL-ntly, th,c (;lL-:~ICnt of chc..ncc 

is ;::uch ~;r,~c.tur in industry tho..n ih c.griculturu or in business, so thc.t. 

th'"' prAits ~...f inJustry :·.:ust b0 much highur in urdvr tu conpons:.:tc tho 

diff0rL<1cc a:1cl stiuul:'.tc thu c.1.ispl.".cu.l0nt of inv0stnunts frun on..; suct0r 

t0 tho 0th0r, Giv,;n thl] hi:~h prufits uf tr:::.do .:'..nd c..c;riculturo, it is . 
h!'.rdly likvly th~t 0ntr0pr;;nuurs in th~...su s..;ctors shuuld suvk invcst:r:hmts 

in uthcr fL.!lds, 

Accurdin.::; tu the so critcric., industrial logislc.th;n c:::.n hc..rdly 

b\c ,;xpuct,;d to h."..vu a groc.:t cff,;ct in 0ncourc.cinc inv,.stnvnts in industry, 

s:inc'"' it o_c,;s nd Glin:in~tu .-:-.ny of th(.; principc.l vbstnclus to thu norc 

ro.p:id uxpc.nsiun cf industri:.lisc.tion, On the othor h::md, the· 

..-stc..bl:ish:!h;nt ..,f th, .. Prucluction Dovdupncmt Institute, which bugc..n 

..-p'"'rnting in D0cuJJ.bor 1948, w.-:-.s c. Gr .... :::t stcp towt.rds the s0lutivn of 

tlKSL- b.-:-. sic pr0bl(.;ns. Its Dcv"'lopnont Dopc.rt2·1..-nt is c:.uthorisod rrto 

ustc..blish i!1dustri.".l w1cLrtc.kings vn its uwn c.cc'-'unt c.nd to purch:-.sc 

sh.".rcs, bonds c.n:: dubonturcs issu,,Jd by conpc.ni.;;s \.ffiich nrc; bot::inning 

upc:.rc..ti<..ns ur c;ct.i..md:in::; brc.nchus of prucluctiun or services which offur 

s;.;und. devulupi~lvnt possibilitius", c..nd rrto ;;u-:-.rMtc.:o the whoL::: or pc.rt 

of the::: c . .uurtizo.tion, intor;..;sts c..nd dividends of .bonds and shares issued and 

J.oans contracted by the aforesaid cr;mpanies, provided they are subject to the 

finc..ncic.l cuntrvl uf thL. D0vcl,,.,pncnt D!.lpo..rtn~ntn. Horcuvur, it is 

uuthurised to 11 issuo, fluc.t, buy, SL;ll 0r rcc-:.i vc; ."'.nd dcpv sit o..ny shc.rc;s, 

bunds ;:;r tJthur qtwt,.;;J stvck11 , c.n:~ ntv t:::r:~nt lvt:U15 the;roon lJI'rl oot as. a fiducic..ry". 

In this wy tho D..."'!cl.q:nrnt I::ep::rtz.u:.nt c.:n :.\Ct c.s m undmwrit..m-

In Cln.usu (n.) of Article 10, t:1l; Dovdvp;·10nt Depc.rtr.k.:nt is 

".uthoris'-'d un its nm c.ccvunt, ur in cv-opur".tiun with vttwr orgo..nis::;,tions, 

tv und<..rt:-t.kL- rc..sv~.rch r,,lc.tin(S to the bc.sic r'-'sourc;.;.s of the cG1,1!1try for 

the; purpcsu uf dot..-rninin; th;.; pvssibiliti(.;s uf cstc.blishin::; nuw 

inriustrius or vt!1..:.r productive occup.::-:tiGns. This ':'.uthorisntiun 0nc.bL;s 

the cl..-p::-.rtuvnt t,_, bocuel, c.n c..ctivc :Jr0r.1otor of r'LNolupncnt. 

As r0;:;::-.rds t!1e; r~..;ductiun uf risks in inctustr:ic..l ventures, the::: unly 

/uoc.ns which the 
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\ ocru\s which thu lnw offurs thl': Dovclopucnt Institutv for this purpose 

is th~ ~stablishing of its own.coop~i~s nnd the right to tr~sf~r thuo 

to priv~to cnt~rprisc,·onc~ th~ir succuss is ~nsurcd. This process . 
requires o~ru capit~l th~ tho Institute possesses, 

Tho tasks of tho Dovulopocnt Institute, ~ccording to the Work Pl~ 
r ' 

for 1949, ~r~ principally d~rcctcd to achi~ving the -foll~wing: n) tho 

introduction uf oodorn technique in eXisting industries with a view to 

luwcring th~ cost of production; b) the oxpansiun of industrius and thu 
establishing of new ones; c) the reduction uf co_rtain su_ctors of inpcrts 

which coUld be ucononically ruplacod by domestic prc~uction,!/ 
In th~ field of manufacturing, tho Institutu, in 1949, proposed to 

11 study end develop the fvllowing industries: ccnont, glass, sncks, lcathor, 
fertilisers, vegotable oils, nont cind dairY pruducts, with n view to 

rn.tionalising and oxpc.nding their pruductiun. 2/ 

By tho ond of 1950 thu Ministry of Econor~ h~d presented a bill to 
Congress prvposing the osto.blish:rle;nt vf a systc.1:1 vf :St~tc D0vdopr.1cnt 

Bnnks which would usc.. includo u 'Workers t Bank (Banco de Trabajo), an 

Agricultural Bank and a Mining Bank. 
The propvsod· Industrial Bank was int~..:ndod to fllcilito.to tho granting 

of oodiur.1 ~nd long-turr.l loans to privcto indust~;, to the State ~nd to 

·t-Iunicipal authorities for thuir industrial vun'turcs. . Th0 c.ut,horisod 

cc.pitnl aoounted to 50 oillion quotz.:Ucs and would be fino.nccd by nn· 

ad valorem tax of 2 per cent on ~11 uaports ~d uxports, with the 

cxcoption of those oxcr1pted by the Sto.tc. (It is cstimtr:d thnt this ta.x 

would bring in a ruvonuo of 3 Dillion quetznlus per nnnw:t.) It should 

be ncntioncd that the Dov~lupoent Depc.rtnent of.thc Institute is 

.:Luthorisud to ca.rry out tho s~uc functions c.s t-,re nssit,'Ilt..:d ~to the Industric.l 

Bonk • 

.... ~-- ... ---... ·--· __ ............,.. -·---

~I 

The Production Of Dovelopuont Institute Norking Plc.n for 1949, Rcvistn 
d.._ Ecomil:1i~, 'Nos. 2·Qlld 3 1 1949, pngo 199. The torn 11industryrr-d.ocs 

. not' opplyunly to tw..nufncturing. but also includus agriculture. 

Production of DuvtJL,pnont Institute, E.E• ci~. Pc.go 204. 

/CHAPTER IV 
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CHAPTER IV THE PROCESS ··op ZX'PAlJSIUf\T A.t~D ITS EFFECTS ON TH2 l~IOf{:~TAJY 
SITUATION, on PaiCSS AND ON. TEJ: BALANCE. OF PAY1·IBN'l'S 

Th~-l~.!l.e~!'LFY_.S~,!-E_?tion 
i ·onetary circulation in Guatemala increased at an an.11ual 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 sjnce 

1946 it has only increased 4.3 per cent per year. 

The most important cause of monetary expansion since 1944 was the 

increase of foreign exchfmge reserves which, since 1938, amounted to 

34.5 million quetzales, as compared i.'ii th an increase of 24 million in 

currency circulation. As can be seen in Table 20, this factor continued 
\ 

to have considerable influence until 1946, after which its pressure was 

weakened and, since 19!+8, the loss of forci~;n exchange reserves has 

served to moderr.tc the monetary ox:pc.nsion arising from bank lo::J.ns and 

the Government 1 s financic.l operations, 

The loans and banking invL:stmcnts amounted to 17.5 million 

quetzales in 1945 ~11d totalled 35.8 million in 1949, an increase of 

105 per cent as compared with a rise of about 36 per cent in the level 

of wholesale prices. 

The large proportion of the increase in comJtt;.;rcial bank loans was 

derived from the State 3anlc. Since July of' 1946, when 'the Bank of 

Guo.tcmal,':', was founded, until the ond of December 1948, tho Bnnco do 

Credito Eipotoc~rio (Hortgago Loan Bank) increased its loons by 7 nillion 

que;tz11lcs, whoroas the totc~l of loans srantcd by nll the othGr commercial 

banks only incrcasQd by 3 :nillion. In 1949, the loan policy of the B~nco 

Hipotec~rio became striQtor; loarts for buildings, the purchasing of land 

and financing of hire-purchc.se sales WGre refused. A ltlrge share of tho 

increase in loans grantod b~t the Bo.nk during 1949 -was us..:od financing 

Stc.te f:!rJ71S which 'were org<'nised as nn autonomous undortaldn:o; in that year}/ 

1/ FC1r!UGrly these f.:J.rm:? v.:<.:rc financed by State funds. 

/Table 20 
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.'!:a_bl_e 20 , ~ua_t~~-1~_: _ . _Gr_o_s_s JE-~!!..~E..u.!?.I.7. :E.xJ>p.n_s_i~!l..· .. 1.9.4.5:..11.5 9 
(a:nnUD.l changes in thousands of quetzales) . 

' ' 

·-------~·-· ~-···-

1945 1946 . 1947 194S 1949 
Baiik-of Guat~- -·----~ 6, roo D. ,ooo 

______ .... _. __ 
4,400 . - 1,300 - 500 

Foreign exchange 
transactions o./ 

Discounts and -
re-discounts 

Transnctions with 
the Govcrnm0nt 

Commercial Banks 

Foreign exchange 
opurations 

Loans and 
investments b/ · 

J...h~ .~.?.,!-al AD.:!l.kJ.:rlJt SzsteE-.. 
Foreign exchange operations 
Loans and disco'Wlts 
Transactions with the 

Gove:rrunont c/ 

J.n.~:.~.f!~O- ::L.E:2!!?ncy 

Government depOsits 
Savings deposits 

7,000 5,700 

- 400 2, 700 

2 ,400 - 3 '700 -9,400 

2,600 

1,000 

1,000 

2,300 2,000 1,000 

1,900 2;200 

500 6,700 

4,000 4,200 

- 600 1,500 - 500 - 300 '9)0 

2,900 500 1,500 5,100 3,300 

8,900 13,000 5,400 

6,400 
2,500 

7,200 
3,200 

2,600 

7 ,6GO 5,000 

1,900 
2,500 

1,000 

600 

- 800 4,400 4 '700 
100 400 BOO 

3,500 -3,700 

-4,000 -8,500 
7,000. 5,500 

500 6, 700 

3 ,400 2 ·' 600 

-2 ,200 -1 ,400 
- 900 400 

-~ ---... ----·- ----··-- --------- ---· -········----
§o~ Adapted froo International Financial Statistics, Nov. 1~50, page 44. 

a/ Does not include tho foreign exchange reserves of the Government. 
'b/ Discounts a.nd re-discounts in tho Bank of Guat~;.;nmla ho.vc been 
- subtracted from loana and investments in the banks. 
c/ Lonns and investments of the bo.nks also include loans 1:nde to the 

Government since 1948. 

/on the other hand 
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On t~.1e, other band, while the Banco Hipotecario altered its policy, 

the· other· State bank,· nanely, the· Production Develop1aent Inst.~tuto which 

had begun to op0rate in 1949, granted 4.7 million quetzales in loans 

. during tho course of that year. Thus its share in the incroaso of loans, 

discounts and investr.1onts was 73 per cent of' the total granted by 

cor.u:1ercial banks)/ 

In Septe1:1ber '194 9, 27,5 p·er cent of the ,loans granted by the banldng 

systcr.1 were for purposes of assisting a~ricultural urid cattle breeding 

activities, 9.8 per cent for industry, nining and traasport, 15.6 for 

trade, 2.2 per cent for tho State and the rermining 4,9 per cent for 

ordinary cJ..-pcndi ture and the pa.ynent of transfers such as the purchase 

of properties, dobt rcdcuptim"s, etc. 

It is possible: thnt agriculture and co.ttlo brc<:Jding derived tile 

groat0st compc.rativo b.:mcfit fror.1 the L.'1crcase of loan facilities, 

oopecinlly since tho Duvclopncnt Institute bogo.n opcrntions. In fact, . 
6U per cent of the loans gmntod by 'l;.he; Institute during 1949 vmrc 

directed to\'ra.rd t!1-.:se occupctio::1s, c. further 34 per cent ·.being 'gr:1ntod 

for industr~r nnd 6 pnr ce11t for othor purposes. 

3y the end of 1950 th,, distribution of the bank loa.ns grc.~1tcd had 

boon w changed. Th.;.:re wns a. contmction in th-.; .:1aounts div.,.rted to 

ngriculturc, . consumption and transfer payments' but conunercial loans 

incre·ased to 16.8 por cent of the total while those to the Government 

increas~d io 12. i pt:lr cent. 

·Few deposits were r:!ndo in Stu to lk'\nks. By th;:; end of 1950, whcrons 

portfolio loans. and ·investments accounted for 59 per cent of 'the 

total operctions of co1.rr:u . .::rcir.l bnhks in this scct·or, cr..sh deposits and 

sn.v:L.1gs tlaounted to only .25 p-.r cent of tot:1l deposits. 

The li.J:rl.tc.tions of resources of thu Bence do Crodito Hipotoco.rio 

compelled this bc.nk to turn to the Bl:!nk of Guc.tc::J.:.l:::. for c.ssisk.nce in 

finc::Lncin& its own cxpc.nsion. vut of r.. totc.l of 1.9 nillL:m qu.:.tzalcs 

to increase ndv.:1nccs nnd rc-discom1ts of the Bank of Guatomn.lu in 1949, 
I 

t34 pur ce;nt wore grcntl.d to the Crcdito Hipotoco.rio and 10.5 pur cunt 

1/ Hcport of the Br-.nk c..f Gtlr.tonr·.ln for 1949. pJ-!tri_9 ~. Q~?-.:t2!:l;'llc, 1;a.y 31, 
1950. 

/to the Production 
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'to tho Prvduction Dc.:vulvpr.lt.mt Institute. · 

The greater part of the lo~s and invostncnts expansion of the 

Bc.nk of Guatcr.Jalc. -was for the purpose of financing Government transactions. 

The bonds issued by the Gov.::rnn1cnt e.nd o.ctually in circulc.tion, 

increased by 7. 7 r.:d.llion quutz.::..lcs frol1 1948 to 194 9, and 

·u~ed for the building of the.: No.tiono.l Stadiun and other contractu~ 

obligati~ns connected with the Carribcan Olynpic Gamus, and o.lso for 

f}.nancing omorgoncy expenditure for stom damage, the initial 
transactions of the Production Development Institute, and thofirst expenses 

stages of the Hospital Building Prog~r.uac undertaking by tho Social 

Security Inst~tuto. 
Tho Bank of Guo.to~~ln acco~1ted for 7 nillion. quetzales of the 

total of the consolidatod public debt• which meant a not incroc.so of 
6. 7 r.dlllon in .Oavernll.'kmt ~onds held by the Bank. During 1950 up to 

. 
Sep~mber, these holdings·had increased by only 451,00 quetzales. 

Monetary and Banking Reforms 

At the ond of 1945, Gun.tor:J.."\10. undertook a thorough refom of its 

monetary and bc.nking systoms, which was ir.lplumonted by the passing of 

tho "Ley Monctaria" (Nonctnry Law), tho HLoy Org6.nico del,Banco do 

Guo.t~mla11 (Orgn.11ic Legislo.tion of thu Bank of Guo.tcm..'\1:2) nnd the 

"Luy Genorol de Bancosn (Genu~l Bo.nking Lo.w). · 
. 1/ 

I 
In stating the roas~1s for reform,- it was pointed out thnt the 

' changos,wero based on the experience gaL11cd during thu past 15 years in 

Guate~lo., which includ~d: o.) a ~.st reduction of credit facilities, 

owing to the consecutive liquidation of various banking establishments 

(after the rcfo~t only one branch of a foreign banking ostcblishment 
. . 

rconincd L1 operation); tho progressive reduction uf bDnk loans to half 

thuir lwvul obtaining butwoon 1929 c.nd 19.31, and the ·growing monupoly 

of a singlu estc.blishment, of a ser:ti-Official nr .. turc, ·extend.ing barik 

loans, and b) the violent fluctuctions in the volume of tho money in 
-----------
1/ Ruberto Triffin: Plcn de nofon.~ Monctaria z Bancaria ~~Republica 
- do Guatonn.la, Inforr.io"llr'o!ir.ancr (Guo.'ter.n!'an Monetary Bruila.1ig Rcforn -

Prclir.rl.na.ri Report)- Rcvistc. ao Ecunonio., AJio I, No. 2, Gu.:~.terola,l946. 
Pages 12-13. ----·-· -- ·----· 

/circulo.tion, 
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cir~ula.tion t (there ht~d been c. reduction uf :::,;ro tha.n 40 p-.;r cent in 

three ycc.rs· (1930-32) c.nd nn incroC:so of :r:1ore then 4C p"r cent fror.1 

1939-45); those vnrintions WGrc a.ggrc.va.tud by tho pc.ssivc nttitudc or 

:inputoncc vf the nunctc.r.r nuthJritios nnd by their exclusive preocupation 

with exchange stability. 

'l'h(;) roforr.1 wn.s tlH..rofvrc intc.:nded to ost::~.blish :::. sounder crwdit 

bc.sis !:'nd t~h..: nw::-.ns with which t0 cc.rry out n pc..licy ;.;f gr?c.tcr n~nct.:J.ry 

ot~bilit~r in tho widest scns0. 

Th..:. vrit;in".l prvjc.ct of rdon:t cunsistod of: :::.) the fo1L.1dine of 

" sir.tplc Cu"1tre'.l B:-.nk gvv0rn~.:d by r. J,, .... nctc.r~r bu::-.rd r.1-:tdc up of G.:..,vclrnnont 

ruprusvntc.tivus c.nd priv':'.to pursons;, b) ,".n c.e;ricultur~l c.nd industri.::-,1 

bc.:nk t f,.;,r th(.; purpvSG uf c:-;:tunding prvductivc. 1.,.;.-::'.ns fur L:;n::; vr nediur.l 

pcrivds, lvhich wuhl.d c.;rw.blo thr, C0ntrnl B::mk tv vljcr:-.to in the credit 

Eu::.rkut; c) c.n insurc.ncc ,:;.nd cc.pitc.lisc.tion ftmd l-Ihich w0Uld issue 

insurc.nce l'.nd capitr:-.lisc.tion pvlicios c.nd n.d.r:inister tho funds ubto.ined 

frou s0cinl security o~urccs; d) o.h i:1Stituto of c..::;ricUlturc.l dcv,,lop;.l(mt 

v1bich wvUld grc.nt rch:::.bili t.'ltion lvc.na, vff"r tccimicc.l o.£sist<::.nce to 

fc.rn0rs c.nd orgo.nisu c. pr\....:;r:-.:-Y~.c vf· str.bilisc.t1un uf c.gricUltur.:;.l prices; 

0) ru1 industri:ll dt.:v\.!lupncnt i.:.1stitutc vlhich Wvhl.d sh~rc in new 

c.gricUltur[!.l und industri:'.l undcrt.:::.l~ings, subscribing up t,:..; "no third uf 

tho c:J.pitc.l roquirud, nnd f) n fund fvr tho control •.:;f tho st-.~ck lJt~rkut, 

in urdcr tu prvvidl.! o. c·unst.:;.nt aa.rkut for officir.l c.nd sc;ni-officio.l 

bonds. 

Only two ..;f thu vrgt'.niso.tivns prupvscd in the urisin~l bill r(Xt'lin: 

thw 3t.l1k of Gur.tc.;r:--.1::. • '-lhich has bc..:..n gr~.ntcd --. fund fur tho rcgUl:--.tion 

of tho bond m:J.rket, and the Production Development· Institute~ The latter 

is ~. nixc;d institutivn, -;cting b<..•th :'.s :-. connorci~l b"'.nk :;.nd r..ssisting 

c.griculturc.l c.nd industri.::tl duvdopnc.:nt. 

:Zc~lGI.UC _?~-po.nsi~!L::E-9-_ Pricu_~ 

Thurc c.r~.; nu gc:1er::1l wholvsc.lc price L1dices in Guc.t,;r.Jt':'.ln fur the 

p;:~rivd pr0cvding 1946, o.nd t'w vnly C.V[!.ilnblc: cost of living indicos 

d.:;. to fr:Jr:. Fcbruc.IJ· 1946. A whulcsnle. p:r:icu indo;::. bo.scd on t~c unit 

prices \...f 1:-:pvrtQd fv;.;dstuffs, t~.;xtilus and clothinz, shows an incrensc 

of 13.6 p0r cent bC;tl'loun 19313 o.nd 1945. ·F._,udstuffs clune show n.n • 

/incrcc.so of 13 pur cont 
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increase vf 13 P"-'r cvnt, cl0thing 14 por cunt o.nd toxtilus 20 per cc.;nt. 

It would ~ppcD.r thD.t during this pwriod the ·prices of imported ~nd. 

domestic goods ruse norc ..or los unifornl.y. This r.m.y be soon in the· 

pricc..: of foodstuffs, since indices u:xist fur retail prices ·of·foudstuffs . . 
in Guatemala Qity, showi~g an average annual increment of lO·per 

c.mt. ThG sinila.rity in tho rise uf textile prices cc.nnot bL: pruv;:;d 

by stntistics, but tho rise in the price of ii1purtod products must hc.vc 

been grcc.tcr b~ccruse their influoncu is fult both on thu salus price fixed 

by couputition, c.nd \.:n costs which are influenced by the price ?:J.' 

cottvn,- tho inporta.nt·ro.w.untcrinl in Guc.tuunla's textile industry and 

which wn.s alnost <.mtircly i:~pCJrtwd during thc. whole of this period •. 

The rnto c.f incr{;c.su uf doncstic prices b0gnn to fall in 194 7 nnd 

this r-.lsu uccurrcd in rcl~.tivn tu inpurtod products. Howe:vc:r, in 1949, 

WhvrOC.S the; price,; vf i:".1port(;d pruducts WC.S roduccd, the prico l.cVOl 0f 

dur:ustic productivn'cc.ntinuod to ris0. 

Tc.blo 21. Gu<'.tor:Jn.ln: ~ Chc.ngcs in 1.Jlw1-:-sale: Prices of Dunestic 
---·- ·----- ?~r~-~~c_!-.fap: ~;;· :c~-~:-.r~_o_~. ·--

J:::.nuc..ry 1946 = 100 

Years Total Fvudstuffs T~Jdi1cs Building Fuel ~:.isco1lanoous 
nnd bovcro.gcs l-1o.teri<'.ls 

... • • - .... w+ .. -··- ... -- _ ..... •"·~ ... ·~ -- .......... -·~- ...... -__ .. _. __ ----· -----------·-· .. .......... ~ ··----
1946 115.6 11S.2 117.4 107.9 114.4 108.1 
1947 124.9 123.9 134.2 ll6.2 128.5 13S.3 
194S 13l.S 135.1 131.7 117.8 130.4 137.7 
1949 136.0 145.8 124.4 118.6 135.3 106.6 
1950n/ 143.5 156.1 119.5 122.7 141.5 - 113.2 
-------·-·· ----- .. -·- -~-------· ---------- -· ~ ... ....,__ '" . .. ------ ..... -- .... --
Source: Bullutin vf tho B:-mk of Guo.t~J::nl<'.., Sept .. mb•~r 1950, pr.go 36. 

Thw rising price level in Guatemala.during the period under 

ubsL-rv::-.tL.m rr.y 1.::-.rguly be ::-.scribod to the incrcc.svs of prices -:m the 

world t~rkct, which cr.n h~rdly be offset by nc~sures tnken l0c.::-.lly. In 

f::-.ct, during thw 5-yu::~r poriod, thu stc..bilis.:-..tion of thu gcnor.!l.l price 

lvvG1 1:-t.."'..du it nGcoss."'.ry to roduco p~iccs uf do1.1cstlc prvducts to such c..n 

oxtunt th:.::.t th .... y would cu1:1pcns:.::.tu fur thv rise in tho price of inportcd 

/goods. Howcv~r , 
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go"-ds. Howe:ver, this poli_£:y wuuld ho.vo invulye;d so sho.rp .--. J:":on;:k.ry. 

cvntr"~.ction th~.t it is dvubtful whether thu r<.:sul ts wuuld c~npons"'.tc 

its cost. 

Tho r"'.ising vf tho gum .. r::..l price lcYel wo.s follv\'lcd by ch:tnges in 

thw rd:-.tivc pric0s uf v~.rious- p:Nducts or groups uf prd.ucts. Up to 

1947, tho sh::'..rpust .rise shovn.1 \'IC.S in tho price of tcxtilus. Since th.:'.t 

yu::..r, however, prices of fovdstuffs incrct•.scd to <'-n ov<.:n grc".ter e1."1.e:1t, 

t:1is o.pplying both to iupor~ud foodstuffs ::tnd to those '--'f doi:lustic origin. 

Prices of d,;;::cstic toxtiles fvllcMod the price tr\)nd on tho world 

r.crk,.;t, but, whor0-:.s in 19h9 pricus of dui:lcstic foodstuffs contir:-ucd to 

riso, those of iL:pvrt<..:d foodstuffs t<ndod to drop. Tho fo.ct th:::t tho 

rise in foodstuffs wc.s rolc.ti vuly grco.tcr 1 c.:-.n prL1cipo.lly be r1scribod 

to th..: inc.l---.sticity' uf supply which, o.s will be shr .. Mn b0luw, h::.rdly 

incru~sed during the ~~r. 

In so;.te c:J..scs, th.0 i11cl:J.sticity of fvodstuff supplies h.~.s been 
i 

incrc:::.scd not un1y by tochrdc~'.l f.:'..ctorc;, but ~lso by o.dvorso clii.ctic 

c0ndi tions (for inst.:-.ncl~ 1 ln 1949), c-.nd o.lsu by re.".sun of thu !rising 

price level itsulf. As the prices of malze·and beans have risen 

r:l.GrO ro.pidly th.".n prices uf vth .... r Cunsur.1e:r g0c..ds 1 thus incre2.sing the 

rca.l incuno of the; s:.i:.'-11 producors, it is possible th2-t prvduccrs ur:.y 

ho..vu rcservud r. gror.tcr prop....,rti<?n of. th;:; h2-r':cst for thc .. ir uim consw~1ption, 

Ta.blc 22. _,...._ ........ -

1946 • 100 

... _ .. -· -- ~#·- -. ...... ,.. .. --.--. - -·. -··· ~- .......... - ................. -- ...,_. -·· ------··· ................... ··-·--· -·-
Yc::'.rs Hr.izc Bca.ns Rice Cuffee · - .. ~ -·- ............. - --... ----&------------- .. _ ........ _. __ --. -----·----··-··· , ... _.,. 
1945 97.4 106.2 92.0 51.3 74.9 81.0 00.9 
1946 100.0 100.0 lC:_,,(J lCv.O lCO.O lCJO.O 100.0 
1947 95.6 66.1 83.6 81.5. 79.8 .112.0 121.7 
1948 136.7 122.0 103.5 99.0 60.0 138.8 121.0 
1949 168.7 168.0 111~4 86.4 70.0 1~.9 138.9 -.. -.. ~ .. ... -·· ·--·-· .. -·----------------...------ --- -------------
Sourco: Bnsud on quutr.tions published in the bu.Uctins of the Sto.tistic:'.-1 - ---- -- -· Dcp::..rtr.:cnt for t:1o City of Gur>.teut:1n.. 

On the wholv, th(;. increase in tho price lt;vel during the post-wq.r . 
period has been r.1uch grunt~r tho.n thu cxp.~siun of the money supply •. 

I' 

Apo.rt frv1:1. chc.ngos vf pricos un the world l":k"'l.rkct end n.dvarse clima.tic 

/conditions, fr.ctors 
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conditions, fnctors which u~y hnve brought obout this rise, thoro nrc 

::.lso other possiblu ci.'.usus fur this upw:J.rd r.1overicnt. 

In the first plnco thor~ seoos to have boon ~ ch::.ngo in tho public 

preference for holding liquid nsscts; tho incronsc in thu rate of 

circulntiun of deposits which hr.s uccurrod since 1947 

In tho scc,_,nd plo.cc, tho oxpandcd activity of the Stntc proh.;bly 

led to o. re-distribution uf inccuc which fnvuurcd tho poorer sectors 

uf tho populotiwn, whose prupcnsity to cvnsuno fuudstuffa 

is c,ruc.t(.;r then thc.t. · .. .f th~.: c.vurn.go for thu cvuntry · ::t.a n 

vthol~. 

Thoro wr.s nlso a. ch".ngu in the structure of pri.-duction, rvsulting 
in survicos increasing to a greeter extent than n".nufncturing production, 

end r.~nufncturing production noro than agriculture, sc tho.t this alone 

would hc.vl.) :.-.ffe;ctcd rolo.tivo prices indop(.mdcntly uf nunotr.ry causes. 

Fin~lly, tho wage policy affected the price lovol uf dunostic 

gouds. Since t1w beginning of the nc.-w political regina in 1945, the 
I 

Govornr.wnt hc..s nttenptod to rr.isc thv wc.g£.: luvul :-. .nd the incrco.sos l:t.".dc 

were "Bbbstnntinl. TC:is pulicy hr.s reinforced the affects of the 

re-distribution of incunc which government expenditure have brought about 
and raised the cost of production, lQwering the margin of profits for all 

these products in which it was not possible to transfer the increase to the 
consumers. 
Price and Wage Policz 

Guntor.nln has since 1945 c.dopt<.;d c. price pulicy which, in p..1.rt, w.:ls 

intond(;d to stc.bilj s...: the cunsuuor price lovul :md in p~rt to stir.1ul0.tc 

the increase of money wages. 

The ~ffcrt tu stabilise cunsur.1cr prices by diruct intcrvontivn 

dotes fron b<.;furu 1945, whun this tnsk wns entrusted to r.n orgnnisntivn 

known ns ·Socci~n dii:i Coordinc.ci6n Econ6nicn y Finr.nciuro (Ecv::wr.dc and 

Finnnci~.l Cor..ordinatiun Sectivn). In 1945, c.. 1,:-.w kn0\m t'.S "Eucrguncit'. 

Econ-=.d.cc. 11 (~cvnonic Eucrg~;:ncy Lcgislc.tion) was pass..;d, grMting the 

mcocutive body uf tho Govornnont wide price cuntrvl powers. 

';rho r:;.ust ir.1pork.nt :~luMs of control adopted hc.vo been: n) the 

cstablishi."lg e;f c<.;iling pric..::s vr :>:1.".Y..i:.1ur.lprofit nargins; b) the control 

uf distribution, nnd c) the ~lporting C;f ccrtnin products by the Stntc, 

/in ordor to 



'l.'he contrvl vf distribution i··r.s susp<;;ndcd recentl:r ;:.nd. ':'.t present, 

the price cuntrol is only ".pplied t,) co:::-k.:in inpo:rtud .".rticles, such r-.s 

il•,)n fur constr·~lctiun, c.irt.".in t;y·pes ;.;f foodstuffs,· 

.. lid :;o:1e dur".blc con SU.:.1er fOOdS. 

~e"1tG ;.re lL<euise subj3ct t,o cvntrol, c.nd the ':rices of .Jec.t, nilk, 

:3:.~lt, suz~r ['.nd its bi-products,. and cacao beans.Y 

An .::.ttem1~·t h" s :~ls~ been :.1ade to sto.bilize the price uf -,.;::c.ize and 

be:::.ns thvu.c:h this h".s net Hith little success. It is i.'1tcrestin~ to 

:1ote th".t the r:.ising of the price level vf r.to.ize in rd::.tion +,o other 

1mJducts L1plies Gn ir.1prc.v0nent uf the ter;:1s of tr:--.de for thG luvl incor:e 

:-.gricultural cl:~sses, who pr,.;duce the bulk of this cr~-.?, ,;.nd ::: dcterivr:.tion 

of these tcrus for the urb'-'.n uinori ties r.nd f0r the coffee growers, who 

:::re cot:lpcllcd tv po.y a p.':'.rt uf th,:ir kbourers w:: .. c~cs ·in nr..ize .. ?1 The 

r:::.pid rise of ;~·:c.ize [lricos c.,:;uld wc:.kcn the: rcl~:tion ,:.;f coffee prices to 

r:::.izo to such "'n oxtent that it ~d.ght cndr..nger tile c:.,npc:titi:vo positiun 

vf GuG.to;~1.':'.l.;.n coffee on the HJrld r.c::-.r:wt. Fro::~ 1946 to 1949 the rcl::'.tion 

between coffee and mu.izu prices chn-:gd unfavourably for coffee from 100 
-

i;.o 82.3, but. in 1950 'tho !JOSLbn inprov.Jd. An e:xaggeritted rise in the price 

of maize would inclino tho populi:Lt!.or. ·i:,o rem~,in in the over-populated 

western c.rcc.. 

In ardor to r.".isc t:1c 1.·r.:'._;c luvol, rwceur:Jc 'tr.s lto.d to ':l.eo.sures 

such as the 0str'.blisl1!'~ont uf t. LLilli::lu:t w~::.~:,: .:-.nd s.ci:::.l security 

c':'ntributions; toGether \·rith thu Lrc: ·•d sc.tLm "-f 1'::..' "'·ur syndic:'.tcs. 

2:fo g(.::nor:::.l : ~i.ni .• u;· v:~~f:C;! lev.;l i·ns ~,..; sk .. blisltud. until the end uf 1949, 

since it .vms nccoss::-.ry to ::.w".it cvnplctivn of t~w _;Jr~:'::\r:-.tory vrork 
' involved in its cc..lc~1b.tion; tlNugh r.s '~".rly o.s 19.43, :-.:ir:.iuu;t vr::gcs v!Vrc 

--·-------- ------~-----
l/ 3incc t:1d 0nd ..;f l95v, in vi0w of J,nt(;rn.::..tionc.l ..:V<..;nts, ·K·rc .".ttontion 

is bcLl'l:~ ;;ivvn to th•..; contr~.tl '-'f prico3 3.nd to r:::.th·ning, 

Until 1949, this ::-.lsv involved .". fisc.::..l prvbl·;ri, du\J to th~:: ft'.ct that 
the 3tnto 1r:..s ::.n in?wrk.nt coffvu crvvwr ~nd ti1ur(.:forc the:: r::-.isins 
..:.>f the price uf nr:.izo wr-.s rcflccLd in its <..:xpcnditurc. 

/bo:ing sot in 
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being sot in certain industries. On tlio other hnnd, a la.w wa.s passed 

in 1947, coupclling onployer~ to pa.y an extra. full dny 1 s w:.1ges weekly 

to employees who normally worked n six-day week. A socia.l security 

prc-grnr.1t1e was introduced, a quo.rtor of the cust of which wns pdd ~y 

tho labuurcr, another quarter by tho Sta.to a.nd ho.lf by tho employer. ,.. 
By the end of 1950, social security facilities had been uxtonded to .. 
170 thousnnd labourers. 

Basod on the Lnbour Cude, introduced in Ho.y of 1947, the syndico.tos 

have worked actively a.nd so hnvo brought a.bout significant incrco.scs in 

the wage levcls in certain industrinl and agricultural sectors. The 

syndicntcs h~we not, howov\.)r, dovdvpud to tho s.:.:~:.; extent in tho rur.:-.1 

::..ru::-.s ::..s in tho towns, though by 1948; 74 syndicr•.tcs wore ostnblishcd in 

~dditivn tu the 43 which nlrc~dy existed~ In Februo.ry of 1949. the 

"Fodorn.ci6n Regiunnl Centrn.l de Trabo.jc.durcs11 (Ccntrn.l Rogiun.:-.1 Fudcrntion 

of Labour) was founded sp~cifically for rura.l workers. 

Unfortunntcly it is not possible to fullow the course of the wa.gc 

levels nnd rurc.l incono of tho wage earners. In 1945, r.1vncy wages p:1id 

on tho cotton pla.ntntions fluctun.ted at nbout 20 centavos (of a quctzc..l) 

per day. In 1949, they hnd been incrcnsod to 40 c~.mtnvo·s, thnt.is, a.n 

increase of luO per cent. In 1945, wngcs in kind o.Gcunted to little less 

thnn hnlf of money wo.~os. Thus, in nccordcnco with th0 rnisin3 of the. 

price l~.:vol of consuuor goods, th~;~ rural rate of wages in tho coffee 

industry should have shown ~ h1Pruvo;.1ent during the lo.st fi vo years •1/ 

VTorkers, on. the banana plantations and in nn.ruifo.cturing industries 

prob:lbly received greatqr increases than the workers on coffee pla.ntations. 

On tho ether hand it is evident th::.t o;:tployecs a.nd E.Jspocic.lly civil 

servants, have sustained severe loss0s. 

The foregoing indicntos that tho efforts to stnbiljsJ prices by 

non.ns of specific controls ~,r by nonns of 1 .onoto.ry noasurc..s, have failed 

becn.usc, as in tho case of Guc.tvi.J...'il<'-, tho upw::-.rd tondvncy springs fron 

prices on the .world r,mrkot, a.nd fron the re-distribution of incoua, as 

well ns the chnngos in thu structure of production. If it were possible 
---__......-·--·-·-----

1/ This staton.:.:nt r.ny not apply to fcr.nle r.nd child la.bour. 

/to incrco.s0 the 



/.dd.? 

tc 

ssi';JL th::t price;s Vfvu1d not h~.vc incru::.scd 

vn thu stru.::turo cf . 

The 

subscqu,;nt 

qn~cntun vf .:.:xp:--.ndc:d , the v::luv 

Lr tiK ~)c 1925-29 

.t1y cqt:::~. Lj th.::t Lr t'1" ;.)cri-.:d 1937-39. 

As w.-:c::; tv b" \.0~~)'--Ct• .. d, ::ft"'r c. pvriud uf c'"risid,_,r::::.b1u Shl rt.::.gc vf 

Y c: .. ~rc Currv:-tt V~'J.u0 

uf i. :pvrts 
Uti1iz'ltiou of tho c~po.city Av~i1nbilitios 

tu iuport for other uses 

1945 
1946 
1947 
19h8 
19L~9 

23.3 
? h ') 
~ ...... ·-
5?.3 
68.4 
68.C 

37.6 
47.3 
53' 7 
48.5 
44.7 

. 

· -·n-r; · · · ·-·0y ·c:.uct-z"o.YE) 
Tvt.:-.1 Cvli(3U!.,ur ds C~.pi t::::.1 

~id l'C.W G::J.t.::r.ids (",~c;ds - ---~- --- -·-- "" .... --- -- --- ~: .... ... -·- -
23.3 17.8 5.5 14.3 
33.3 26. ~ 7.2 14.0 
h3 .4 32.6 1C.8 10.3 
,.._ 7. 5 35.1 12.4 LO 
49.6 37.1 12.5 4.9 

.,.__~ " -- ... .. -....... ~--· .. ~- -- ~ ...... ~ ............ ...- .. - .. ---------------- ......... --" ... - .. - ~ - ... -- - - ,_.., ... ··-- .. -- .... - .. ------
.::J.._.;:.l!!?S: 3t.".tistics pr0p:•.red with d:::.t:->. G

1 't·.dn,;d fro.:1 bulletins of tho 
;_.;t .... tistic·-.1 Dup::rtncnt ::.nd th~J "f Guc.t.;:::·::1c,. 

th-.; sccturs ~·f cons1.1.:"10r C'-'~ds .".nd r::.w :-::·.t0rlr.ls, tht. n;.,st 

.~:r'-'u,Js, .'ct cc.nsk.nt prices, nrc: textiles (22.9 per cent), 

c!':c. ;ic ~1 1<r,ducts (20 .4 pur c;:;nt), f~_,cdstuffs, bcvcrttgos ::md t._;bacco 

(1L.4 r c~.;::.t) -:.l:d fuds (14.3 p..;r cunt). Th~Jso fvur groups cc,nprisod 

r ·1t -..f t> ... qu~.;1tu::1 ~f i:~pvrts during thu :1urivd 191+5-49, Thu 

/vuluuo uf i:1purt::; 
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vuluue vf i:npurts in th0sc fuur grvups incrc:-:.scd 88 per cent between 

1945 n.nd 1949, wh<Jrc..:.s the tot1.l incrco..sc in this c::-..kc'-ry wc.s 108 per 

cont. 

An incr<;asu c,f this nc.gni tude in the vvlunG of L::pvrts '..:,f cc.nsu:~or 

g0ods C.."'1d r::-.w ::".tcrio.ls - which o..rc loss o..ffoctcd by c.ccu:.ml::tod d:.: 2.nd 

th~n are durable goods- cannot be explained solely'in terms of an 

vf rcc.l incunc. Gf the.; fvur prirlcip.".l groups citd, fuels n.nd lubric;'.nt :; 

L"1crc:csud c.s .:1. result 0f th'- ox:pmsion of r:;uturizod trnnspcrt. This 

duv"'lc,p:~ont na.y p0rh1.ps bo t'.ccountcd fJr both by '"· pruccss of substitutivn 

end by the incro2.s0 uf roc.l incouc in the cc...untry. The i!1crc::.sc 
' 

i::lpvrts in th<J textiles grvup w:.s first influvncc;d by th..:; no0d tv r~_.pl:>.cc 

st~cks ::md l(!,tur b~r prict; r,;ductions vn tho ,.,.:;rld ·l.~.rkLt, lt..:lding tu :o. 

displ::.cencnt of don.:;stic dcr::'.nd tvwo..rd the in;x ... rtvd '_Jr""duct. L':'. stly, 

inpvrts ,Jf fvodstuffs c.rc 1:-.rgdy dct~.r.:;inod by thv d"ficicncy of doncstic 

su;;plics, <:risins frvn .:.dv,;rsc cli:~o..tic c:JnditL·ns ~nd partly 

by c. price incrcc.sw sinil.:.r t0 · th::.t vccurring in th"' fit: ld cf textiles, 

which W:'J.S uspuci".lly r_;..t.r.kcd in thv C".SJ vf l:·~,rd ".nd Y<c.;t:'J.blc oils. Th"' 

guv~;;,;rnn,:mt, in an cndenvvur tv o.v . ..Jid luc2.l price incrce'.scs, ':;r".ntcd cortilin 

t::J.riff · c~nccssivns, _which Cvntributcd tuwc.rds th..; substi tut:i.vn vf dJ;::,;stic 

by inpvrtc,d prvducts. 

Chunic~:~.l sv-..ds shv>'J\:d thG ss1llost incrcc..se in th~..- v.._l\1.~8 vf i::.lpvrts 
·' 

which c"'nsist....-d 1.:-.rgely '-'f pr'-ducts usud tv cvebc.t disct.SI;s vn the 

b:m::mc. pb.ntnti~ns; these were n~t r::uch :-.ffcctcd by the incrc~.su in the 

nt'. tivn.-::.1 incvtlC. 

Inp .... rts Gf vth~,.;r ::;r~-ups vf SUCvndc.ry rt::ncc i:J.crc:ls...:d n .. r-:; 

r".pidly tht.n the cr>.to;)--ry :1s n whule. Anvng the : lvSt vutsk.ndinc; 

incrcC.S0S is thc.t registcr...;d in the zr._,up vf dur.:.bl0 C .•71SULh..r 

pc:rh::.ps due tv the very lew lcVC;l usGd .::.s o. b."~ sis fvr c su:1, Irt 

reldicn tu the pvst-~"':'.r Lvul (1937-39), th0 :'.V"rccr.;,..; Vvlu:·.:c: for the 

pcricd 1945-49 wc.s 913 p . .;r cent hi;:::;hcr, but l!lbcc o..,;:dn, ::-.s in thu c~.sc 

;:_f cr.pito.l s;u ..... ds, ,:>.ccm:mlatcd dc::nnd hc.d n consid\_ r::-,blc influ,;:Jcc:.. 

If it W0rc pvssiblu tv rGduco c:-:.ch 0f the.; nwt,;r;.;us f0.ct"'rs ,".ff.,ctin 

th~ t.:>tt:>.l v_,lu:lc Gf ir.1;J-'rts .::md thdr current V"luc to.~ sin qu':::1tik.ti 

cxpressivn which c,.uld bv c.ppli;:.;d t~..- c::.~1ik.l '>""ds, c~nsuu~_r 

/Table 24 
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Gu~tomal~: · Changes in the Composition of Cons~ 
Goods and Raw Materilus - l2l.t5-1949 

(1945 Ill: 100) 

% of the tutn1 19h6 1947 1948 1949 
------ ---·---· ------- •··--· --------'-·. -· .. ··---···· ..... -- ---···· .... ··--· 
· F""cd:.;tuffs, bpvoro.gus 

r.nL! t ... bncco: 

V:.1uc 
Vvlunc 

I 

'1\.xtil~ s ::.nd rJD.nuf::'.cturinr;: 

Vr1lue 
V ..,lw ;o 

ChcL'ical ?rvducts o.nd si:.ti1:-.r: 

Vt.luc 
V --lU'J.C 

Fu01 .".nd 1ubric:--~nts: 

V::.luv 
1! vlUl:li.; 

22.9 

2C.4 

. 14.3 

V~lUG 3.8 
V"1u;.~..:: 

lthcr c~..·. sw .. wr :;vuds ::.nd 
r.::.w :.L::>.t-.:rl-:'..ls: 

V;-.luo 
V;.;1u;:<.; 

Tvt::-.1 of tlw c;.tu:~ury: 

v.~.1uc 

Vvhnc 

24.2 

126.6 2U2,1 249.3 284.6 
105 .. 1 11.,.7.2 155.6 209.1 

154.6 2lt1.6 231.3 .216 .2 
138.1 lR7.3 168.8 191.5 

1l~2 .o ·151.1 2C6. 7 · 190.8 
132.7 117.1 139.4 120.9 

. 125 •. 6 236.4 414.4 337.4-
151.2 201.9 261.3 255.5 

713.0 2226.4 2794.3 2958.5 
600.0 1494.6 23.39 .C lG73 .l 

189 .h 256 .l 289 .J 273.6 
193.0 218.(! 251.0 248.0 

155.3 236.0 277.1 265.7 
146.3 lG2.9 197.2 208.3 

-·------------·--- -.----------·-___ ,_,___ 

Svurcu: St[l.tistics l1rDpc.rv.l with dc.t:7. vbt::dn~..,.d fr~.,;: bulle tins v.l the 
.. St~tistic::.1 D0po.rt:;c::1t ~nJ tho B.?nk vf Gu"'.tun"'.1"'.., . 
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r.1~tcrin.ls alike, it might perhaps be concluded that the expansion of the 

domestic 'economy was not sufficiently great to cause the losses in foreiv1 

~xchm1g~ thnt busan tv occur ~ftor 1948. 
. . 

It .shvuld nut bu fvre;.:..ttcn tha.t tho unit prico .;.,f inports increased 

40 per c~nt butwoun 1945 nnd 1949. 

At thw end vf 1947 th~ cvuntry had n. l~rg~.f~rci~ uxchnnG~ rosorvo 

end it wcs nvccssc.ry tv docido whcth..:.r to r.1.1.intni.Yl this reserve a.t n 

hish l~vol vr to nllcw its d~cronso. The first n.ltcrnntivo would hc.vc 

inv_;Jlvwd thv r~strictin~ vf privntc t:w."'ld public invustnonts by ncc.ns of 

credit cnd/ur incr\;~scd tn.~~tion, or nltcrnativcly restricting iL1ports 

by .9J.1Y .:..f tho lm0wn pr::.cticus. In e;ff<.;ct, it was d-.;cidcd to allow these 

r~scrvos tv shrink by converting th~l into a gren.tGr avn.ilability of 

cc..pital and cunsunur ·:;-A .. ds and leaving the market frE]e so that the 

proportions of these types of goods could be determined b~ demand. It was 

thought that a dist.r:lbution of these foreign exchange r;;serves biased in fc.wour 

of capital goods would involv.e.. the introduction of mr.ny complicated contrQls. 

Table 25. ·GuatoL~".lc. :_ ChC..U;31.)S ~ th0 Value ::'..t C-.mst:mt_ Prices, of 
· tht.. Lec.dlll{~ F ..;,vdstUffs t 

-·---~-----
1945 = 1()0 

--. -----· ·--~----·-- --- --. --·---------- --·-· .. --------------
1946 1947 1948 1949 

- ------------ -----------------------------------
Bovino cn.ttlu en the h~vf 
Lt:.rd 
Skir.ltl..;d ~nd p.:;wdured ;:dlk 
dheat flvur 
ib1t c.nd gt.:r::dna.ting curonls 
·Jhisky 
T ... recco lonf 

201.3 
95.3 

171.7 
81.7 

138.C 
221.0 
149.3 

--- .. --~-- -----------

278.2 
50.0 

296.0 
108.8 
197.0 

. 292.1 
134.6 

--·---

234.6 
46.2 

449.1 
120.7 
168.0 
248.2 
235.8 

11.$. 7 
489.6 
684.9 
119.6 
118.0 
237.7 
202.4 

Source: St~tistics prepared with ~".tn ubtnin~d frun bulletins cf the 
Statistic~1 Dopn.rtnent end th~ Bnnk vf Guc.tornln. 

g_t_tlo£_Chc.n~os ,!!'l~b_o Bnlnn:_"f Pc.yr.12nt,!> 

Apnrt fr.:J:-.1 the incrcas(.;s sh01-n1 in thu gruup fur ra,;rchandiso, othcl' 

intL:r..::stinc c:1tm:::cs h:wc taken pln.cc 'in the . structure of the Bn.lc.nce of 

Pn.yn..::nts in thv p .. st-wn.r pcri'--'d, nx.1t.:ly, tht.: cxlx'.nsion ...,f incvuu ns c. 

r...:sult '--'f the. tuurist trL;nd which "'nrich0d th.:.: c'"'untry by 2 r:rl.llivn quetzales 

/in 194.9. 



E/CN.l2/217/Add.7 
Pago 70 

'· 
in 1949. This ruvc-nue, hvwcv0r, dvcrucs\.:d C'-'nsid...;r.".bly in 1950. 

' 
bLrusting funturc W['.S t:w liquid:1tivn ,_.f tht; n.nurtiz::..tivn ::md scrvic..;s 

).:Jy_ .. ,:1ts en the fublic Debt, which hC'.d bo...;n r..l;Just entirely cnvrtizcd 

durin::; thu W:.>.r D.nd 0C.rly pvst-\v['.I' ycn.ro • :Nv i~r~J1:'.t ch::mr:;(;S vCCUrrod in 

t~·tv r~...-l::..tivns betweun the n<..t 

v:1 such _cr,pitt".l, Thv c<..u...YJ.try c,__ntinuos tv show ['. d.::ficit in th..:sc 

tr.::.nsr..ctivns. 

T:".blc 26. Gur'.tu:·r..l::-.: ---- ------
(nillions cf quotz:1les) 

Yu::'.rs Bt'.lcmco 0n tho B::cl~mce '~n tlw D0ficit (-) "r 
services 
c.ccvunt t[l•; currc.nt 

I:'.CCOlmt 

Gvld rrnd fvrcign 
C;Xchc.n::;c tr.::..YJ.sf;)rs 

---------- --- ------·.;... -----···-- .. -"""- ~ .... ,. _..,_,. __________ .. _-- __ .., ~ 

1946 
1947 
1948 
1949 

S..;urcc: 

19.6 
25.7 
10.3 
1.4 

- 11.1 
- 17.4 
- lJ.(; 

s.s 

8.5 
S.} 

- 2.7 
7.4 

-7.2 
4.2 

- 5.9 
9.0 

Fvr 1946: _3r'.l~ v£ 2"-~71 ~ert!-s Y:c::._::b?.:--! ~ 9_4_8 r E·n~ ?Fdipin."'rX 194.9, 
page 218, ril.Terno.t~on3:I 1-Iop.~"ta.cy l'"un<l, W'ashlngt;on, D. v. 1;.9 .:;0). 
for the remaining yonrs; see tho Rcpo1·t of the Bunk of 
'Gufl:temala 1'~· - · 




