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GUATEMALA

1. Eecent ecconomic trends: Intrcduction and summary

The Guatemalan economy followed conflicting trends in 1979, The gross
domestic product increased at a rate of approximately 5%, the lcwest since
1975, but not all that unfavourable if some of the adverse factors mentioned
later are taken into account., Due to the deterioration in the terms of trade
for the second year running, the real growth rate of gross demestic income
was only 3,7% (see table 1).

The main sources of dynamism in 1979 were the export sector, whose
behaviour has always affected the country's rate of economic activity, and
the expenditures of the public sector, especially its investments in the
quasi-autonomous area of the economy. On the other hand, private investment
suffered a notable decline, reflecting both the uncertainty caused by the
political unrest which affected virtually the entire Central American region
and the increasing lack of liquidity in the intermediation system. This in
turn caused a vather serious recession in the construction industry towards
the end of the year, the effects of which were only partially mitigated by
an increase in publie investment, ‘ |

The continuing growth of exports, both in quantum and in value, is
worthy of note. In spite of the disarpointing situation in Guatemalals
principal export markets {falling growth rates, higher rates of inflation
and a protectionist atmosphere in the industrialized countries and increasing
difficulties in maintaining Central American integration commitments), almost
all the traditional export items grew and the trend toward diversification
initiated some years ago was maintained, Moreover, the increase in the prices
of cotton, sugar and meat more than compensated for the decline in the unit
price of coffee.

It was possible to expand external sales because of a satisfactory
increase in the supply of most agricultural and industrial products and in
mineral production {due to the heavy investmenis made in previous years in
nickel mining and processing) and the inauguration of crude petroleum

extraction,
/Another contributor



Another contributor to demand was public expenditure, However,
investment was largely concentrated on projects which made fairly intensive
use of imported inputs, especially in hydroelectrical projects, so that their
benefits to ewployment were perhaps not as great as might have been hoped
for, and morecover the spatial distribution of expenditure was very uneven,

Private investment was also more concentrated than in previous years,
since an increased amount was applied to the exploration and producticn of
hydrocarbons as a result of the completion of a pipeline 1linking the production
areas and the Atlantic coast,

The Central Government's finances reflected the relative decline in the
economic growth rate. in the smaller current income., Moreover, since
expenditures retained a degree of dynamism, a large fiscal deficit was
generated,

Due to the high level of economic interdependence among all the Central
fmerican countries, the changes of government which took place in the
neighbouring Republics of Nicaragua and E1l Salvador also had a decisive
influence on the economy. These events were veflected not only in the volume
of trads between Guatemala and those countries, but also in financial fiows,
and especially in an apprehensive attitude toward the way that the changes
in those countries could affect the situation in Guatemalz, which has itself
been characterized by political and social tensions for several years, = At
first there was a net capital inflow, and even some physical movement of
enterprises from Nicaragua and El Salvador, but during the second half of
the year there were signs of an incipient flight of capital, to which the
growing gap between the interest rates on deposits in force in Guatemala and
those prevailing in the main international capital markets alse contributed.

These phenomena had a profound impact on the monetary and financial
situation. The level of liquidity in the intermediation system decreased
steadily due to strong credit pressure and a veduction in the rate at which
deposits were being attracted. The policy that the Government adopted during
the year to combat this tvend involved giving banks increased access to

Central Bank credit.
/In 1979,



In 1979, the economy also faced higher inflationary pressures than in
the two preceding years. The final consumer price index showed an average
increase of approximately 11,5% for which the rise in the prices of imported
inputs, especially hydrocarbons and their derivatives, was largely responsible,
On the other hand, the food price index varied less.
| Although the information available on the level of unemployment and wage
policy is incomplete, it may be noted that on the whole real wages decreased
slightly., Nevertheless, the fact that private consumption developed at a
relatively high vate implies that the employment and remuneration of the work
factor remained at levels close to those of 1978.

There ave relatively few economic policy measures adopted during 1979
that merit special attention. In general terms, the State tried to maintain
an acceptable level of economic activity through public spending and, with
some exceptions, permitted the market mechanism to cperate in order to
stimulate private activity. The main exceptions to this rule were the refusal
of the Monetary Board to adjust interest rates, on both deposits and loams,
to the trends in international financial markets and the maintenance of some
ceiling prices for certain consumer goods and intermediate products. In the
field of social policy, new labour legislation was formulated, but it was not
ratified by Congress during the period covered by this report and in fact

gave rise to a prolonged debate.

2, Trends in economic activity

{(a) Glcbal supply and demand trends

In 1979, the gross domestic product is estimated to have increased
by 5%. Thus, the growth rate declined for the second consecutive year after
the exceptional rates achieved in 1976-1977, which were partially due to the
boost given by reconstruction after the devastating earthquake that rocked
the country in February 1976, In other words, the lower growth rate may be
partially attributed to the natural running down of reconstruction
activities, combined with the relative weakening of external demand
(especially from the rest of Central Amepica) for the country's main export
products and the uncertain atwosphere caused by a period of great political
instability in Central America, which restricted private investment,

/Nevertheless, it



Nevertheless, it is significant that in spite of a generally
unsatisfactory international and Central American situation, the export
sector continued to expand and diversify, following a trend observed for
several years past, and thus became the main source of economic growth
(see table 2)., The gross domestic product might have increased even more if
the global investment rate of previous years had been maintained. For the
reasons mentioned abové, however, the growth of private investment was greatly
retarded and might even have declined with respect to the previocus year if
heavy cayital investments had not been made in petroleum activities., The
expansion of economic activity was, therefore, limited.

Public expenditure, and especially public investment, was the second
most important scurce of economic dynamism in 1972, Nevertheless, because
of its relatively low share in total capital formation {less than one-fouyth),ié

s

the increase in public investment could not compensate for the flagging rate
of private investment, and in any case even this increase only brought the ﬂl
level to that achieved in 1877, A '

Similarly, although the real growth of consumption expenditure in the
public sector permitted a slight increase in the provision of basic services
such as education and health, the share of this expenditure in global demand
was very small (6%), and consequently the public sector had very little
ability to combat the effects of the sluggish growth rate of private
investment.

Private consumption increased at a rate which was reasonably
satisfactory, and perhaps better than could have been expected in view of
the development of global demand., This may be explained by the fact that
levels of employment increased moderately with respect to previous years,
and wage adjustments helped fo prevent a larger decline in real wages. At
all events, according to official fipures per capita consumption Increased
by almost 5%.

(b} Growth of the main sectors
From the pqint of view of domestic supply, the productive apparatus

responded reasonably well to the increased demand (see table 3).
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{1 Agriculture, For the secand year running, the rainfall was
adequate, at least wp to the last two monthg of the year, when excessive
precipitation caused fairly heavy damage to the crops destined for domestic
consumption and the cotton harvest. Hevertheless, partly because of the
favourable climatic conditions up to October, farming (and especially most
export crops; developed in a relatively dynamic manner. Thus, coffee
production expanded by nearly 5%, cotton producticn by more than 2% and
banana production by 1.5%, although sugar production decreased by 3% (see
table 4),

Livegtock production increased moderately, possibly at the cost of a
decrease in the size of both the beef and dairy herds. This trend, which
started years ago, is partially due to the transfer of land traditionally used
for cattle farming to other agricultural uses, .and partially to the fact that
milk production has lost momentum because, according to producers, the ceiling
prices do not allow adequate profits to be made,

Forestry activity declined, mainly because of the devastating impact of
the pinetree mite on large areas of conifercus Fforests,

Agricultural products for domestic consunption seem to hawe developed
favourably until the above-mentioned excess rainfall, which affected the
harvests of all the basic grains, especially beans, wheat and sorghum, This
explains the decline in the production of these three crops, which was partially
mitigated by moderate increases in maize and rice production,l/

The Govermment continved its policy of promoting grain production,
especially by fixing favourakle support prices (slightly higher than those
set for the 1977/1978 season) and increasing the credit granted by the
National Agricultural Development Bank (BANDESA)., Nevertheless, judging from
the grain purchases made by the National Agricultural Marketing Institute
(IKDECA) and the limited share of the Wational Agricultural Development Bank
in the total financing of loans, these poliecies did little to encourage small

farmers, toward whom the government®s policy is supposed mainly to be directed,

éf Part of the rice harvest was lost during prccessing, however, due to
the variety sown.
/The agriculitural



The agricultural development policy measure of potentially greatest
import that was adopted during the year was the new Law on Co-operatives
which, inter alia, establishes the National Institute of Co-operatives and
the Confederation of Co-operatives. These new institutions can be expected
to stimulate the co-operative movement, which already has over 100,000 members
in its base organizations.

{(ii) Mining. Mining's relative share in the gross domestic product,
although still very small, has expanded rapidly because of the opening of
a large nickel mine in 1978, In the first year, the processing plant
operated at only 20% of its capacity, but in 1879 the rate incressed to 50%,
even though a prolonged strike interrupted activities for a while. Thus, for
the first time Guatemala achieved significant participation in the
international ferronickel trade, although at a level which was still limited
in real terms.

The large investments made in petroleum e;plorations in previcus years
began to bear some fruit in 1979. Towards the end of the year, approximately
4,003 barrels per day were being produced, equalling nearly one-fifth of
the country’s consumption. OF this amount, some 1,500 barrels were used in
CGuatemala and the remainder, which required vefining, was stored for export,
awaiting the conclusion of a 12-inch pipeline with capacity to transpont
60,000 barrels per day from the oilfields to the Atlantic ports.2/

Finally, three transnational corporations continued active ewploration
of some 180,000 hectares granted by the Government on a contract-concession
basis. If the trends of recent years are maintained, it is not unreasonable
to suppose that Guatemala could reach self-sufficiency in this strategic
product in a relatively short pericd.

(iii) Manufacturing. The industrial sector expanded at a slower rate

than in previous years because of the decline in economic activity in
general and the problems of thne Central American integration movement, which

absorbs a considerable amount of Guatemala's industrial production. Looking

2/ This pipeline began opervrating in January 1980, For the moment, the
country does not have the capacity to refine thisz petroleum, However,
the Government is considering the feasibility of establishing a small
refinery with capacity for 15,000 barrels per day.

/at the
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at the sector's davelopment by brenches, the food, leather and footwear
industries, metal manufactures and machinery, and especially the textile
industry are noteworthy because of the continuous growth of their exports

to third countries, On the other hand, the production of branches connected
with construction and the chemical industry decreased (see table 5).

During the year, new investments were made in the manufacturing sector,
notably in a small flat glass factory and in some agro-industries (including
a new sugar mill), Some existing factories also increased their installed
capacity, for example, the cement factory, a glazed tile factory and a wide
range of establishments involved in producing consumer goods.

Despite the difficulties hindering the operation of the Central
American Common Market {problems of transit across Wicaragua during the
months of the countyy's uprising amd restrictions on access to markets in
Nicaragua and Costa Rica), Cuatemala's exports of manufactures to the rest
of the region increased slightly in nominal terms, while the quantum
remained at the levels of the previous vear. Nevertheless, in past years
thesz exports had developed much more dynamically.

Some important measures were adepted in the fileld of industrial »olicy.
First, a new Law on Incentives for Export Enterprises came into force,
replacing previcus legislation and aimed at facilitating subcontracting
activities.3/ Secondly, the Law on the Promoticn of Industrial
Decentralization was approved, This law furnishes incentives to plants
built cutside the Guatemala City metropolitan area.’/ Thirdly, the law
establishing a free industrial and commercial zone in the Atlantie port of
SantolTomés de Castilla was revised in order to attract new export
manufacturing activities to that eity.5/ Tinally, an industrial sectoral
plarning unit was established within the Ministry of Economie Affairs to
promote the industrial development programmz contaired in the 1979-1982

Development Plan. The National Financial Corporation {CORFINA), for its

3/ Decrea No. 20-79 of the Congress of the Republic of Guatemala,
24 May 1979,

u/ Decree No. 24-79 of the Congress of the Republic of Guatemala,
2 May 197¢,

5/ Decree No. 15-79 of the Congress of the Republic of Guatemala,
29 March 1979,
/part, continued



part, continued to promote new manufzcturing activities through credits,
especially in the agro-industrial branch, This institution's activities
increased by 54% with vespect to the previous year,

(iv) Construction. After the 1976 earthquake, construction became one

of the most dynamic activities in the economy and had a corvespending impact
on the creation of jobs and the absorption of goods from the building
materials industry. However, the natural tailing-off of the effects of this
reconstruction, combined with the decrease in private investment, caused a
severe drop in construction in the second half of 1979. Thus, according to
indicators of the Banco de Guatemala, the area of new construction authorized
in Guatemala City decreased almost 18% in'1979, and the value of this building
work went down by slightly more than 13% (see table 6). Even so, however,
construction activities increased slightly with respect to 1878 because of
the deferred effect of the building begun duriﬁg that year and the

compensatory role of public investment.

3, The external sector

As far as Guatemala was concerned, the international economy displayed
a contradictory picture in 1979. Among the adverse factors were the decline
in the growth rates of the industryiaiized countries and the higher
inflationary @ressures, as well as a notable increase in interest rates in
the principal world financial markets. Added to this was the increasingly
unsatisfactory functioning of the Central American integration process,
which has absorbed almost one-fourth of Guatemala's exports in the past,

Despite these phenomena, the trend begun years ago towards expanding
and diversifying exports continued to such an extent that, as already noted,
the export sector became the main source of econcmic dynamism.

Furthermore, there was an abundant inflow of extermal finmancing, The
petroleum exploraticns gave rise to large direct foreign investments, while
the public sector continued to draw on official loans contracted on a
relatively concessionary basis with official financing organizations and,
despite the increase in the interest rates on loans in the international
financial markets, the private sector continued to receive large sums in
suppliers' credits. Although this same phenomenon of higher external interest

/rates did



rates did provoke speculative movements of capital abroad (a phenomenon to
which non-economic factors contributed), the net ecapital inflow was almost
sufficient to cover the deficit on current account, so that the
international reserves decreased by only USS 25 millien, and at the end of
the ycar the countyy still had ample international holdings, eaqual to some
six months® Imports of goods at the 1972 level,

(a) HMerchandise trade

The drop of nearly 15% in the intermational price of coffee -~ the
country®s main export item - was more then offset by the rise in the prices
of cotton, sugar and meat, so that the unit value of exports increased
slightly (see tables 7 and B). The volume of exports also increased nearly
5% because of the increase in the amount of practically all traditional
export products sold and the rapid growth of scome items which until recently
had not been exported cor had counted for little in total ewports, such as
cardamcm and nickel., The increasing diversification of external sales is
exemplified by the fact that coffee accounted for one~third of all exports,
whila siz other products {cotton, sugar, bananas, meat, cardamom and nickel)
made up nearly the same percentage, and various other products accéunted for
the remainder (see table ¢).

The volume of merchandise imports increased at a moderate pace, slower
than the growth of the gross domestic producty however, their unit value rose
sharply (18%), reflecting the inFlationary pressures in the industrialized
countries and the increased cost of petrcleum and its derivatives.8/ This
contributed to the deterioration of over 14% in the terms of trade and the
significant increase in the daficit on the trade account with respect to
the previous year,

Analysis of imporis by economic groups sinouws that there wers no major
changes, The growth rate of external purchases of raw materials remained
consistent with the moderate growth in the industrial sector., The value of

petroleum imports increased greatly, largely due to the increase in their

&/ The effective euxchange rate Tor the guetzal, which is at parity with
- the dellar, remained nearly stable throughout the year because the
moderate depreciation of the dollar zgainst the principal Euvcopean
currencies was counteracted by its significant increase with respect
to the Japanese yen,
/prica, since
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price, since their volume increased only slightly., External purchases of
canpital goods increasecd at lower rates than in previous years because of
the relative decline in global investment, while imports of consumer goods
(both dureble and non-dwrable) expanded overall by 12,5% (see table 10).

In spite of the irvegular functioning of the Central American Common
Market, the value of sales to the rest of the region increased once again,
at a rate even slightly higher than that of total exports, so that the relative
share of sales to Central America as a whole came to slightly over 23%, On
the other hand, the official statistics show a spectacular increase in
Guatemala's imports from the rest of the region, so that the country's
traditional trade surplus with Central America (approximately US$ 130 million,
for the past two yeafs) decreased to scme USS 7¢ million im 1979. These
figures probably conceal movements of capital from ¥icaragua and E1 Salvador
into Guatemala, however, and in real terms Guztemala’s trade with the rest
of the region showed much less dynamism than in previous years.

(b) The services trade and factor paymonts

The services account balance, which is traditionally negative, was
smaller than in 1978, mainly due to a large increase in the export of
services {see tazble 11). This growth can be attributed to three phenomena,
First, investment income rose significantly, partially because of the increase
in interest rates in the markets where the intermational monetary reserves
are invested, thus leading to the extraordinarv situation whersby income
under this heading nearly compensated for outflows in respect of factor
payments. Secondly, although Guatemala still has a deficit on the tourism
account, inflows under this heading increased significantly, partially
because of the efforts made in previous years to develop international
tourism, which caused the number of hotel rcoms to double hetween 1972 and
1979 and raised the occupation index to 80% in the latter year. Thirdly,
there was a significent increase in income under the "miscellezneous" heading,
which was connected with an Increase in sales commissions which agents of
foreign (especially Central fmerican) enterprises in Guatemala received
from their firms 7/ as well as the expenditures of foreign persomnel in the

country.

1/ It may be presumed that part of these sales cormmissions conceal flights
of cupital from other Central American countries to Guatemala,

/(c) The



{c) ?he current account position and its financing

The deficits on the trade and services accounts, which were partially
offset by an increasingly positive balance on the transfer account {(in which
family remittances from Custemalans working abroad are taking on increasing
importance), vielded a deficit on current account of nearly US$ 330 million,
Although it is the largest in the country's history, this deficit may be
considered managesble because It represents somewhat less than 23% of the
foreigncurrency income generated by ewports of goods and services, and barely
0.4% of the gross domestic product.

This delficit was financed almost entirely from net capital inflows, since
the country lost only 35 25 million in international monetary reserves, that
is to say, approximately 3% of the reserves which it poscessed at the end of
the year (see table 11),

The most striking feature of capital movements in 1979 was their
magnitude, Total inflows of all types exceeded the 1978 figure by nearly
30%, while outflows were 60% larger than those of the preceding year., These
movaments were connected with higher lavels of transactions on current account
and speculative capital movements in both directions. Thus, during the fivst
half of the year the country received a net inflow of vesources from.
neighbouring countries, while during the second half there was evidence of
net Flights of ecapital. Doth phencmena were ceused by nen-economic factofs
and, towards the end of the year, were compounded by a growing disparity
between Cuatemalan active and passive interest rates and those in fores in
the principal international capital markets,

The net cnpital movements came from various sources. Fipst, direct
foreign investment continued to be nourished by the inflow directed to
petroleum expleoration activities, which had alraady played an important role
during the previous year {(the construction of the pipeline alone ebsorbed
more than US$ 50 million), Mereover, capital inflows from E1 Salvador and
Nicaragua are estimated to have increased, although the exact amount cannot
be determined, Thirdly, short=term commercial commitments connected with the
growing level of current Import and export operations increased 60%. It may
be presumed that the bulk of these commitments were made during the first half
of the year, when interest rates on the internatiocnal mavket were still in

/line with



- 12 -

line with domestic ones, Such high figures may also partially conceal the
speculative capital movements which have already been mentioned several times
before: for example, nearly USS 60 million in advance payments by Centrel
American importers and more than USS 90 million in advance payments on future
coffee sales were recorded as income, Finally, the Central Government
continued to draw on official long-term external loans at a higher rate than
in 1978, partly in order to finance the growing level of public investment.

With regard to capital outflows, mention has already been made of the
attraction exerted by the higher interest rates on international markets, at
least during the second half of the year, and the outflow caused by the
atmosphere of politieal instability that prevailed in Central America in 1979,
The official balance of payments shows USS 64 million in debits against
foreign investment (compared to USS 28 million in 1978) and nearly
USS 100 million in "depbsits abroad" {compared to US$ 21 million the previous
year). Moreover, as noted previously, additional outflows were probably
hidden under other items on both the capital and current accounts.

Finally, it should be noted that amortization payments on long-term
official and bank capital remained at a verv low level, Thus, the servicing
of the external public debt only accounted for slightly more than 2% of the
total value of exports of goods and services, one of the lowest coefficients

in the whole of Latin America {see table 12).

4, Prices and wages

{a) Prices and anti-inflation policy

It is not surprising that an economy as open to internaticnal trade as

Guatemala's should be subject to Inflationary pressures that roughly
correspond to the processes taking place in developed economies. In recent
years, however, the inflation due to external price rises has been compounded
by one of domestic origin, caused mainly by the effect on prices of the
selective increases in wages made after the earthquake in February 19756 and
a growing surplus of demand due to the high liquidity the economy achieved in
the period 1977-1978 as a vesult of the sharp increase in intermational

monetary reserves.S8/

8/ See the section on Guatemala in the Economic Survey of Latin America,
1977 and 1978,

/The inflationary
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The inflationarv pressures of the previous two years persisted and
even increased in 1979, although in this latter year the inflation was
mainly caused by the rising price trends in the intervnational trade in goods
and services, The annual average variztion in the consumer price index was
11.5%, while the variation from Decembar to December was 13.7%, both these
figures being higher than those recorded for 1978,

It would seem that the growth rate of food prices was slightly lower
than the general index, while the index for housing, fuel and services was
much higher (see table 13). According to official indicators, inflation was
slightly lower in rural areas than urban onegs. TFinally, in contrast to the
experience of the past four vears, when inflation tended to decrease in the
second half of the year, the trend was reversed in 1979 and there were clear
signs of acceleration towards the end of the year, This may partially be
attributed to the sudden inerease in basic grain prices after the damage done
to the harvests by the excess rainfall in October and November,

Hevertheless, the price variation was quite similay to that in the
Upited States, so that the guetzal~dollar relationship remained stable,
S8imiltarly, the variation was comparable to and even lower than that which
occurred in the majority of Central American countries, so that Guatemala's
competitiveness in its principal externsl markets did not decrease,

Throughout the year, the Government continuved to apply measures
designed to lighten inflationary pressures, In additicn to the above-mentioned
policies of stimulating production, it established ceiling prices for a wide
range of goods, including some foodstuffs {(milk, sugar, eggs and certain
processed products), raw materials and cement, although in fact these ceiling
prices were not always respected, Although some increases in the ceiling
prices were authorized during 1979, most of them were preserved, so that in
some instances, such as that of milk for example, production was discouragad,
The policy of subsidizing urban public transport was also continued at a cost
to the Central Govermment of some 10 million quetzales, and despite adjustments
in elsctrical energy tariffs, this continuved to be provided at prices which
did not allow the Naticnal Electrification Institute to achieve the level of
profitability laid down in its financial programming, The increases in the

/prices of



prices of petroleum derivatives, for their part, affected the final products
selectively: thus, the impact on gasoline was zbove the average, while the
price increases for diesel fuel and keposene ~ fuels which count for more
in the expenditures of the lower income strata - were well below average,
Finally, as we shall see below, the traditional policy of prudence in
managing public finances and monetary policy was continueds

In sum, although Guatemala's inflation rate for 1979 can be considered
"nermal™ in an international context, it was higher than in previous years,
and although the Government applied a set of policy measures designed to
mitigate inflationary pressures, the efficacy of those measures is questicnable,
especially because many of the ceiling prices were not observad.

{b) Employment and wages

In view of this increased inflation rate, it would have been
interesting to determine the size of wage adjustments, but unfortunately
there was not enough information available for this, From the available data
and some partial evaluations, however, it may be estimated that on average
real wages decreased slightly. Tor example, data provided by the CGuatemalan
Institute of Social Security show that the average‘wage of registered workers
increased by 13.5%, a figure slightly higher than the variation in the price
index (see table 14%), Nevertheless, the last industrial survey, carried out
in July 1879 in 2,388 manufacturing establishments, shows that averagé wages
increased only 4% with respect to the same month of the previous year, as also
did total employment. The Central Government, which authorized very substantial
wage adjustments in 1978,9/ did not approve any adjustments in 1979.10/

9/ See Feonomic Survey of Latin America, 1973,

10/  In November 1978 the ILegislature approved an obligatory Christmas
bonus equal to one month's wages instead of the haif-month bonus
which had been granted up to then. Because of the timing of this
provision, beth the Central Government and many enterprises paid
half a month's wages as a Christmas bonus in December 1978, and the
remainder in January 1979, so-that its impact was felt iIn 1979,
Likewise, the Central Government's budget for 1380 provided for a
new wage adjustment, but obviousiy it had no effect in 1978,

/The turbulence



. The turbulence characterizing worker-employer relations in 1978
continued in 1979, although less intensively because of a weakening in. the
organized workers' movement in the face of confrontations which were not
always free from violence., According to the partial data available, most
sirikes were solved with smaller wage adjustments than in previous years,

Forthermere, although pre]imihary work was done on revising the
minimum wage in various branches, incluéing commerce, none of these revisions
came into fores duwing the year. Thus, while minimun wages were vevised in
sixn branches in 1978, in 1979 no revisions came into effect.

The mest important economic policy measure adopted during the year in
the field of wages and emplovment was undoubtedly a new draft Labour Code
which the Executive sent to Congress. This legal instrument gave rise to a
lengthy and intensive debate., The official sector proclaimed it the
centrepicce of its social policy and the employers' associations generally
supported it. Oa the other hand, the labour sector expressed gemerally
critical views, or openly opposed it.ll/ The mcst controversial aspact was
the rroposal for establishing universal indemnity, equal to one month per
year worked, which the emplovers would pay into a fund from which the
individual worker's indemnity would be drawn when he terminated his
relationship with the enterprise employving him, This provision was
conzidered by‘some to be an important step forvard iu the country's labour
leginlation, which up to now has granted indemnity only for "uniustified
dismissal", but others argued that it entailed a reduction in the indemnity's
value, and in any case meant loss of work stability. It was even argued
that the new Code would abolish the indemnity and replace it with an allowance
for time served, all of which would mean forfeiting what the Izbour movement
had zlready achievad. At the end of the year, the legislaticn had siill not
been spproved by the legislature.

Finally, the few data available on employment sugsest that jobs
increased at a rate similar to or slightly lower than the growth rate of

the cconomizally active population. The number of worksrs af#iliated with

11/  dccorwing to a public declaration mads by the Natienal Committee for
Trade Union Unity (CUS) to the Congrass of the Ripublic in Jaauary 1980,
the draft "openly violates the interests of workers™,

/the Guatemnalan
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the Guatemalan Institute of Social Security increased by 3.2%, with the
majority absorbed by the services sector. The number of agricultural
workers increased by 2.1%, while that of industrial workers declined

slightly.12/

5. Monetary and fiscal policy

"(a) Developments in finances and fiscal policy

Guatemala's tax system still rests to a large extent on indirect

taxation, in which tariffs on external trade weigh heavily. Because of
the coffee boom in 1976/1977 and the progressive nature of the taxes levied
on the export of that product, tax revenues grew at a fast pace, and the
years 1977 and 1978‘énded with a fiscal surplus. In 1979, however, this
trend was reversed, TFiscal inflows not only ceasad to grow, but even
decreased with respect to the previocus year, while investment expenses
increased faster than in the previous biennium, Consequently, the budgetary
deficit climbed significantly (see table 15),

Total income decreased by slightly more than 1%; the taxation
coefficient declined from 10,1% in 1978 to 8.8% in 19729 and continued to
be one of the lowest in latin America. WﬁkmmhtMmﬁdhmin
inceme was in tax revenue on coffee exports, because of the lower unit
pPrice at whiéh that product was marketed, In absolute terms, the drop came
to 32 millien quetzales, 20% lass than the figure for the previous financial
year. Income tax revenue also fell (by 8%), due to the decline in economic
activity after mid-1978 and, according to statements by the Ministry of
Finances, to defects in the tax administration system. Property tax revenue
also decreased considerably, likewize no doubt reflecting the limitations
in tax administration, especially in view of the large =mouni of mcuey
spent on a revaluation programme which the Government has been sponcoring
since the beginning of the 1970s. With the decline in direct tax collection,
its relative share in total tax revenue decreased from 16.4% in 1978 (in
itsclf an extremely low figure when compared witn the rest of the cimtries

of the regien) to 14.9% in 1979,

12/ Even though, according to the industrial survey for July mentioned
earlier, the number of workers in the enterprises surveyed increased
by 4.8% with respect to the same month in 1978,
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In short - and in keeping with the increases in total consumption
mentioned in the first part of this article - the only taxes which increased
were those levied on consumption: income from transaction taxes (stamps
and stamped papex) increzsed nearly 13%, revenue from the taxn cn petroleum
derivates increased 17%, and import tax income more than 7%.13/

t should be neted that despite the drop in tax rvevenues, the taxation
system playved a stabilizing role by decreasing the buprdon of taxes on the
coffee industry at a time when coffee prices were going down on the world
market, mitigating this decline's adverse effectz on employment and wages.
However, it should also he noted that the Government made no effort to
correct the high vulnersbility of the taration system, or to raise the tax
burden through changes in the relevant legislation or even improvements in
administration,ld/

Thile total income decreased, however, operating costs went up by
10%. Part of this increase was used to Improve the provision of basie
services for the population: the nominal budgetary allocations for education
and nealth increased by 48% and 46%, respectively, angd their relative share
in the total budget of cperating costs rose from 30% to 35%,15/ Allocatiens
to the Ministry of Agriculture also increased (by 50%), indicating the

relative priority which the Government assigns to azricultural development.

13/ Tt should, however, be mentioned that the average rate of import duties

- decraaced from 7.5% in 1978 to 7,1% in 1379, the lowest rate in the
last 20 years. This may paxtially be expiained by the fact that many
of these taxes are applied on a specific basis (normally., the weight
of the merchandise), so that the vevenue collected is in inverse
relation to the rising price trends.

14/  Nevertheless, important progress was made during the year in tox
administration with the introduction of the Tax Identiricatica Number
(WIT), which will make it easier to identify all iax prers in future,

15/ Unfortunately, as this article is being written, no breakdown is as
yet available of real eupenditures among the various Government
departments or activities, The operating costs budget was implemented
to a total extent of 90%, but naturally some items wers implensnted to
100%, while ethers had a lag between the smount spent acd the amount
budgoeted,
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Another portion of the increase went to securityt the relative share of
allocations to the Ministries of the Interior and National Defence in
the total budgeted operating costs increased from 15.7% to 15%.

Az a result of the increase in real operating costs and the decrease
in income, savings on current account decreased from 185 million quetzales
in i%78 to 129 million in 1979: approximately one-third of the amount
required to finance capital expenditures during the yearq' In othepr words,
the Central Government had recourse to credit to finance two-thirds of its
capital expenditures, in contrast with the proportion of only 43% the
previcus year.

The Central Government was able to increase its fiscal and fipancial
investments by nearly 18%, which represents not only an absolute increase,
but also improvad impleméntation of the budgeted investment. In previous
years it had had great difficulty in implementing fully the capital projects
and programmes that had been planned, for various reasons connected with the
State's organizational ability and public contracting procedures,l6/ In 1979,
implementation of the capital budget reached 75% and, es already noted, the
putlic sector made up {at least partially) for the decline in private
investment, Among the most important public investment projects are those
connected with the generation of hydroelectricity, which absorbed more than
430% of the capital budget, and the continuation of veconstruction programmes
in the wake of the damage done by the 1973 earthquake, including work on
hospitals, schools and houses and the repair of many long stretches of
highway, | A

As a rvesult of these changes, the budgetary deficit was over 70%
greater than that for 19738, and almost two and a half times greater than
that for 1977. In order to finance this deficit, the Government resorted
both to demestic and external credit and also used part of the financial

surpluses accumulated during the previous three.years.l7/

16/ The improved implementation rate in 1979 is partially explained by
the Government's tendency to bypass the public contracting procedure
by declaring many of its woris "national emergencias™,

17/ The policy of using cash balances instead of negotiating new loans
marked an improvement in the Central CGovernment's handling of its cash

resources and allowed considerable savings to be made (10 million
quetzales) on interest payments in vespect of the domestic public debt,

/It should



It should be noted that some years ago, external credit began to be
preferrad to domestic, and‘this trend was intensified in 1979, Thus, while
in 1977 some 75% of the debt came from the issue of bonds for placing with
the intermediation system and the Central Bank itself, in 1972 this
propoition declined to less than 15%, and in 1979, external credit
repyresented 145% of the total indebtedness: in other words, the net domestic
debt showed a negative balance. This trend was due to the lack of liquidity
in the intermediation system, which not only prevented the latter from
acquiring State bonds, but Forced it to seek financing from the Central Bank
and thus to become the Covernment's competitor for access to greater
liguidity. On the other hand, it iIs significant that the increase in the
public debt was relafively moderate, since a large part of the budgetary
deficit was financed by the financial surplus of previous vears which the
Central Govermment had deposited in the banks. In this sense, the public
debt balance continued to be relatively small compared with cther Central
American céuntries. '

{b) Vlonetarv policy

For various reasons a growing lack of liquidity was noticeable on the
monetary scene during the year., First, in contrast to previous years,
Guatemala's international monetary reserves declined, and although this
drep was extrémely small, it contrasted with the increase of U35 290 million
recorded between 1977 and 1978, Secondly, heavy credit pressure was brought
to bear on the system. As previously indicated, the Central Govermment
drew upon its ample deposits and became a net debtor to the Central Bank,
whereas in the two previous vears it had finished as a net creditor. The
private sector exerted strong pressure on the banks, perhaps seeking a
partial substitute for external credit in the face of the‘growing difference
between active interest vates in Guatemala and those prevailing in the
principal capital markets, and attempting at the same time to reduce the use
of its own resources for working capital in the light of the political
turbulence characterizing the entire region in 1979, Thirdly, for the same
reasons, the rate of attraction of deposits in the intermediation system
doereased significantly.
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Tt is difficult to determine the relative importance of the abové-
mentioned difference betweeén active and passive interest rates in
encouraging capital outflows and placing increasing credit pressure on the
national iatermediation system, It can be stated, however, that this
difference definitely increased during the second half of the year. Thus,
while in the months of Scptember and November the passive interest rate on
fixed-term deposits fluctuated around 13% in New York, 15% in London and
20% in Mexico, the average rate in Guatemala was less than 8%. At the same
time, while the prime rate for loans in New York varied between 15% and
16%, the actuzl average rate in CGuatemala was close to 11%, Towards the end
of the year, the Monetary Board considered the possibility of adopting the
necessary policizs to eliminate this disparity, but the relevant measures
were not put into effect during the year.

The outward flow of capital and the slowing down of economic activity
combined to decrease the rate of attraction of deposits., Thus, while in the
three previous years monetary deposits and quasi-money had increased by 15%
per year, in 1979 they rose only 9%. The Central Bank adopted various measures
in order to counteract this trend, TFirst, it increased the amount of
rediscounts and advances to the banks in the system, nearly tripling the
levels of the previous year. Secondly, for the first time it adopted a
policy of seasonal modificaticns of banking reserves in order to adjust the
free resources of the intermediation system {(deposits minus required cash
reserves) to the seasonal variations in the demand for credit. This provision
helped to reduce the real cash reserves coefficient, and the banks in the
system once again received additional resources. Finally, these banks
significantly decreased their holdings of bonds by selling them to the
Cential Bank; the Banco de Guatemala, for its part, stopped promoting the
placement of State securities in the private sector in order to avoid
absorbing more liquidity. Thus, while at the end of 1978 the public sector
had a net debt to private banks of 36 million quetzales, at the end of 1979
it had become a net creditor in the amount of scme 2 million quetzales,

The means of payment (currency, deposits, money and quasi-money)
increased 11.7% in all, a lower rate than that of the three previous years
and much less than the rise in the gross domestic product measured at current

/prices, This
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prices. This situation naturally limited the intermediation system's

power to increase credit, although it did increase at a rate somewhat higher
than the growth of the product. Net credit to the public sector increased
from a negative to a pesitive figure (although in zbsolute terms the
Covernment's level of indebtedness to the Banco de Guatemala cannot be
considerad high), while credits to the private sector grew by approximately -
20% (see table 16},

The authorities kept the regulations in force in previous years
virtually unchanged, despite the significant medifications in intermational
financial markets which would suggest the need for a change in the country’s
interest rates. In general, the Central Bank attempted to give greater
support to production and to facilitate adequate growth in liquidity. For
this purpose, it used various instruments to restore the liquidity that the
banks had lost due to the decline in monetary deposits, The main new
measure, as-already mentioned, was the seasonal modification of banking
resevves, although this did not make a notable difference in the established
level of reserves; indeed, the nractice of maintaining separate reserve rates
for monstary deposits and savings deposits was pressrved, despite some past
attempts to unify them.






Tavle 1

QUATEMALA : MATN ECONCMIC IMDICATORS

974 1975 1976 1977 1978 1979(a)
A. Basie econcmic indicators
Gross domestis product at factor
cost (millions of dollars at 1970
prices) i 2 827 2 882 3 095 3337 3 521 3 697
Population (willions of
inhabi tants) 6.1 6.2 6.4 6.6 6.8 T.1
Per capita gross domestic
product (dollars at 1370 prices) 467 462 481 503 575 525
Growth rates
B. Short-run econamic indicator
Gross domsstic product at
factor cost 6.4 1.9 T.b 7.8 5.5 5.0
Per caplta gross domestic
product 3.1 =1.2 4.2 4.6 2.4 1.9
Gross income (b) 3.7 1.9 T5 12.7 4,0 2.5
Terms of trade =15.4 -1.6 3.0 23.5 -9.9 -14.4
Current value of exports of
goods and services 3.0 11.5 26.8 38.2 =2.9 B.3
Current value of lmports of -
goods and services 6.1 5.9 39.6 21.8 11.3 16.0
Consumer price index
December-Decenbar 27.5 0.8 18.9 7.4 9.1 13.7
‘Variation between annual
averages 15.9 13.1 10.7 12.6 7.9 11.5
Money 5.0 16.5 38.5 18.6 8.9 10.9
Wagea and salaries (c) 17.8 5.6 §.5 -4,2 13.2 13.5
Current inceme of govermment 31.1 18.0 23.3 45,3 1.7 =1.2
Total expenditure of govermment 22.8 12.4 55.4 9.0 15.9 1.7
Flocal deficit/total expenditure
of goverrment (d) 21.6 6.4 35.6 14,2 17.3 26.9
Millions of dollars
C. External segtor
Trade balance (goods and
services) =110 =T7 =208 ~90 -296 -6
Balance on current account =401 -66 =81 =58 =207 ~329
Yariation in net international
resarves =15 10U 218 182 68 -25
External debt (e) 174 201 239 302 391 514
(a) Preliminary figures.
{b) Gross domestic product at market prices plus terms-of-t{rade effect.
{¢) Based on social security contributors, '
{d) Percentage.
(¢) Public external debt plus State-guaranteed disbursed private debt.



Table 2

GUATEMALA: TOTAL SUPPLY AND DEMAND

¥illions of quetzales Percentage
at 1970 prices breakdovm Growth rates
1977 1978 1979(a) 1970 1979(a) 1977 1978 1979(a)
Total supply 3508 3703 3847 178 1200 87 5.6 3.9
Gross domestie preduct at market
prices - 2893 3053 3 206 i00.0 100.0 7.8 5.5 5.0
Imports of goods and services (b) 815 650 641 17.8 20,0 13.0 5.8  =1.4
Total demand 3 508 3 703 3 84y 117.8 120.0 B.7 5.6 3.9
Donestic demand Zuoos {05 9.z 100.% 35 () 35
Gross domestic investment 4os5 571 559 12.8 17.4 1.3 15.5 2.1
Cross fixed investment g2 bot 520 "12.5 16.2 9.3 7.5 4.5
Public 128 119 127 2.4 4.0 15.5 -5.8 6.5
Private 334 378 393 10.1 12,2 7.0 12.9 3.8
Changes in stocks 33 T4 9 0.3 1.2
Total conswuaption 2 810 2 534 2 657 86.4 82.9 9.1 5.1 4.8
General govarnment 212 221 234 8.0 7.3 6.7 4.0 5.8
Private 2 198 2 313 2 h23 78.4 75.6 9.4 5.2 4.8
Exports of goods and services (b) 603 598 631 18.6 19.7 4.9 -0.7 5.6

Source: 1970-1978, CEPAL calculations on the basis of figures supplied by the Central Bank of Guatemala;
1979: CEPAL estimates on the basis of data fram the same source.
(a) Preliminary figures.
(b) The figures for exporis and imports of goods and services were taken from balance-of-payments data
expressed in dollars at current prices, which were converted to constant 1970 values by deflation,
using ,price indexes calculated by CEPAL for the purpose.

Table 3

GUATEMALA: GROSS DOMESTIC PRODUCT, BY KIND OF ECONOMIC ACTIVITY, AT FACTOR COST

Millions of quatzales Percentage
at 1970 prices - breakdown Growth rates .

1977 1978 1979(a} 1970  1979(a) 1977 1978  1979(a)

' pgriculture ' 784 814 845  30.1 284 3.9

_ 3.9 3.7
Mining 3 6 7 0.1 0.2  W.8  B1.6 255
Manufacturing 400 y27 451 .5 15,4 10.7 6.7 5.6
Construction 116 120 123 2.2 4.1 12.4 2.9 2.7
Subtotal goods 1303 1367 1426 4.0 47.8 6.5 4.9 4.3
Blectricity, zas and water _ 33 36 38 0.9 1.3 25,1 9.5 5.9
Tranaport, storage and :
communications 113 121 128 3.5 4.3 7.3 T4 5.4
Subtotal basic services 6 157 166 5.8 5.6 11.0 1.6 5.5
Comeme.‘ financial imstitutions
and insurance TUR 785 831 27.5 27.9 10.3 6.0 5.9
Real estate (b) 134 143 148 7.8 5.0 8.2 6.8 3.5
Community, social and persomal
services {¢) 372 3BT 408 13.3 13.7 2.9 90| 5.3
Subtotal cther services 1247 1315 1387 iB.5 46.6 7.7 5.5 5.5
Total gross domestic product (d) 2 703 2 852 2 995 100.0 $00.0 7.8 5.5 5.0

Source: 1970-1978: CEPAL calculations on the basls of figures supplied by the Central Bank of Guatemala;

1979: CEPAL estimates on the basis of data from the same sourese.

{(a) Preliminary figures.

{b) Refers to ownership of dwellings only.

(0) Also includes restaurants, hotels and busilness services,

(d} As the individual activities and the totals were calculated independently, the sum of the former doea
not correspond exactly with the latter.




Table 4

GUATEMALA: IWDICATORS OF AGRICULTURAL PRODUCTION

nrea

Growth ratas
1976 1977 1978 1979(2)
1977 1978 1979(a}

Index of agricultural production (b)

(base year 1975 = 100) w45 1086 9128 917.0 3.9 3.9 3.7
Crop faruing 703.5 107.2 108.1 11.6 3.6 0.8 3.2
Stock-ralsing 106, 1 110.8 120.5 125.% 4.4 8.8 4.5

Preduction of the main crops .

Coffee (o) 3 106 3 223 3 248 3 400 3.8 0.8 4.7
Cotton {(c) 2 38 3 059 320 3 500 28.3 b.6 9.3
Bansnas (d) % 030 12 298 13592 13 800  -12.3 10.5 1.5
Sugar cane {e) 135 132 04 101 -2.8  =20.9 -3.0
Maize (c) 19 384 16 B95 19 705 20 400 =8.1 16.6 3.5
Beans (c) 3 258 2 9§ 3181 2500 -9.6 6.6  -20.4

Source: CEPAL, on the basls of officlal data,

(a} Preliminary figures,

{b)} On the basis of figures at 1958 prices.

(e) Tuousands of quintals.

{(d) Thousands of hands.

{e) Millions of quintals.

Tabls 5
GUATEMALA: INDEXES OF MANUFACTURING PRODBCTION
Iedex 1975 = 100 Growth rates
1976 1977 1978 1979(a) 1977 1978 1979(a})

Tatal 119.6 119.6 127.9 135.1 0.3 6.7 5.7
Food TO7.7 116.2 T22.6 147 3.z L) 8T
Beverages 121. 151.0 159.8 164, 4 24,2 5.8 2.9
Tobaecco 118.0 129.6 136.4 u2.3 9.8 5.3 4.3
Textile products 112.0 123.6 132.4 140.0 10.34 7.1 5.7
. Clothing and footwear 103.7 106.8 110.4 149.2 3.0 3.4 7.9
Leather 103.9 113.7 118.1 1221 9.4 3.9 3.4
Wood 110.7 128.0 1%43.2 149.3 15.6 11.9 8.3
Furni tuire 105.2 106.4 115.0 116.9 31,9 T -
Paper 103.9 108.6 115.5 124.9 4.5 6.4 8.1
Printing 100.8 104.8 111.6 115.8 4.0 6.5 3.7
Chemical products 105.5 116.5 122.2 118.5 10.4 89 -31.0
Non-metalllic minerals 113.6 133.5 149,4 i61.2 17.5 11.9 7.9
Metal manufactures and

machinery . 208.8 112.6 i20.3 135.8 =46.1 6.8 12.9
Miscallanesus 118.5 136.2 153.7 159.0 15.0 12.9 3.4
Source: CEPAL, on the basls of officlal data.

{a) Preliminary figures.

Table &
GUATEMALA: TNDICATORS OF CONSTRUCTIOR &CTIVITY
Growth rates
1978 1977 1978 1972 - ———
1977 1973 1979

Area constructed (a) T T o -

(thousands of ®2)

Total 51 518 634 21(a) 14.8 22.4 =17.8
Dwellings 270 281 278 m5{a) 4.0 -1.0 -37.1

Produciion af cement

(index: 1972=100) 180.2 199.1 208.2 231.9 10.5 §.6 1.4

Employment (b}

(thousands of persons} 22.9 2h.8 35.1 B3 8.4 41.6 6.6

2 o e i ek i B

Source: CEPAL, on the basisz of officlal data.

o -

{a) ®efera to construction permits lssued in the eapital, , Doses mt Include reconstruction

programmes,

(b) Members of the Guatemalan Institute of Social Security.



Tabhle 7

GUATEMALA: MAIN FOREIGN TRADE INDICATORS

Exports of goods FOB
Value
Volume
Unit value

Imports of goods FOB
Value
Volume
Unit value

Terms of trade

Terms of trade

Purchasing power of exports

of goods

Purchasing power of exports

of goods and services

s g -

1974 1975 1976

- e o oy

Growth rates

31,7 10.1 22.4
8.1 =1.0 5.6
20.7 11.2 16.0
61.3 6.5 k2.7
13.1 -5.7 32.9
42,7 12.9 7.3
-15.4 -1.6 8.0
Indexes {1870 = 100)
69.2 68.1 73.7
99.0 Q6.4 116.0
108.8 108.1 121.9

1977 1978 1979(a)
51.9 «5,2 5.9
12.6 =-1,7 3.9
3“.9 "305 1.0
18.9 5.8 23,5
8.8 -1,2 4.7
9.3 Tu 18.0
23.5 -3.9 -84
90.9 81.9 T0.1
152.9 135.5 121.6
162.6 148.1 134.9

-— -

Source: CEPAL, on the basis of official figures.

Y] Preliminary figures.

Table 8

GUATEMALA: UNIT VALUES OF THE MAIN EXPORT COMMODITIES

-

Average unit prices {dollars) .

gy

Unit - - mm—ee—————
1976 1977 1978 1979(a) 1977 1978 1979(a)

Coffee Quintal 93.9 182.4 165.3 141.2 94 .4 -9.4 -t4.6
Ginned cotton  Quintal 3.8 g3.2 £0.0 61.0" 27.1 ~6.0 22.0
Bananas Box 7.0 7.3 1.9 3.9 5.5 8.0 0.3
Maat Quintal 68.2 67.8 93.8 120.0 0.7 38.4 27.9
Sugar Quintal 17.0 12.9 8.0 9.0 -24.1 -37.8 12.4
Cardamonm Quintal 377.2 335.8 598,13 725.0 -11.0 78.2 21.2

——

s - i il gt e S i e e e e oy

‘Source: CEPAL, on the basis of official data.

(a) Preliminary figures,



Table 9

GUATEMALA: EXPORTS OF GOODS, FOB

mmmmm

Percentage
Millions of dollars breakdown Growth rates
1976 1977 1978 1979 1970 1979 1977 1978 1979
Total I§§_ 1 189 1 092 1 197 100.0 100.0 51.6 -8.2 2;2
Exports to Central
America i8¢ 228 255 280 K1) 23.4 20.5 11.8 9.8
Exports to the rest
of the world 596 961 837 917 65.6 756.6 61.2 <12.9 9.6
Traditional 506 834 695 710 57.1 59.3 64.8 -16.5 2.0
Green coffee 243 526 478 310 33.9 34.2 116.7 9.7 -13.7
Ginned cotton 85 152 139 20 8.9 16.8 79.2 -8.6 44,6
Bananas - 46 46 24 25 6.9 2.1 -0.2 -47.8 .2
Meat 25 28 N 42 4.3 3.5 12.0 10.7 35.5
Sugar 107 82 27 32 3.1 2.7 -23.3 -67.1 18.5
Non-traditional 90 127 14 207 8.5 17.3 4.1 1.0 6.8
Cardamom 15 27 27 50 1.3 4.2 76.0 - 85.2
Coooa 1 12 7 6 - 0.5 1 080.0 -8%.7 ~14.3
Sesame seed 8 ) 9 12 0.3 1.0 -32.9 50.0 33.3
Nickel - - T 37 - 3.1 - - 423.6
Miscellaneous 66 82 99 102 6.9 8.5 2y.2 10.9 12,1
Source: CEPAL, on the basis of offiecial data.
Table 10
GUATEMALA: IMPORTS OF GOQDS, CIF
Percentage
Millions of dollars breakdown Growth rates
1976 1977 1978 1979(a) 131970 1979(a) 1977 1978 1979(a)
Total 97U 1 2u9 1 391 1 611 100.0 100.0 28.2 1.4 15.8
Consumer goods 228 T 28y 335 377 29.7T "23.% 286 18.86 12.5
Durable a0 114 124 135 3.3 8.4 h2.5 8.8 8.9
Non-durable 148 170 211 2l2 20.4 15.9 14.9 24.1 4.7
Intermediate goods 77 628 682 805 48.0 50.0  31.7 8.6 18.0
Petroleum and fuels 110 142 168 238 5.0 14,8 29.1 18.3 4.7
Building materials 73 82 86 98 6.3 6.1 12.3 4.9 14.0
Others 294 4oy 428 469 36.7 29.1 37.4 5.9 9.6
Capital goods 261 14 6 414 20.8 25.7 20.3 15.6 14.0
—_%SF_EﬁéfEﬁTbure ) §§§ 2?% 35 1.9 2.3 5578 - 8.6
For industry 172 185 228 259 4.4 6.1 7.6 23.2 13.6
For transport 65 94 100 117 h.3 7.3 hy.6 6.4 17.0
Miscellaneous 8 23 11 is 1.5 0.9 187.5 52,2 36.4

.t s e B o -

Source: CEPAL, on the basis of official fighres.

(2} Preliminary figures.

-
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Table 11

GUATEMALA: BALANCE OF PAYMENTS
(Millions of dollars)

- - - - - -

1974 1975 1976 1977 1978 1979(a)}
Current account
Exports of goods and services 702 783 993 1373 1333 1 443
Goods FOB (b) 582 61 784 1 192 1 130 1 197
Services 120 142 209 181 203 246
Transport 19 22 26 29 N 32
Travel ) 57 78 66 66 68 82
Imports of goods and services 812 860 1 201 1 463 1 629 1 889
Goods FOB (b) BN 672 959 111 1 207 1 491
Services 181 . 188 242 322 822 398
Transport 91 86 109 139 191 157
Travel 52 55 82 100 111 120
Net payments of profita and ‘
interest on foreign capital =43 -6T -T1 -63 -24 -13
Profits =46 =51 -B2 -80 -U9 =50
Interest -2 -16 1 16 25 37
Net private transfer payments 57 78 198 94 113 130
Balance on current account -101 =66 -81 -59 =207 -329
Capital ac¢ecount
Net external financing (a+b+o+d+a) 101 66 81 59 207 329
a) Long-term capital 69 168 179 199 246 253
Direct investment (net) 41 8o g1 95 118 83
Private sector 16 19 34 36 35 38
Loana 36 4g 60 53 71 59
Amortization payments -25 =21 =34 =24 -41 =59
Other liahilitiss and
assets (net) 5 1M 8 7 5 38
Official sector 6 49 5l 68 93 132
Loans . 35 63 62 82 115 126
Amortization payments =25 -12 -8 -14 =22 -12
Other liabllitles and .
assets (net) -4 -2 . - - - 18
b} Short-term capital (net) 18 3 119 39 28 51
Private sector . 18 12 133 36 15 u6
Offiecial sector - - - -2 2 5
Errors and omlssions : - =9 -14 5 11 -
e) Assignment of Special Drawing
i Rights (SDR)
d) Orfieial transfer payments -1 =1 1 3 1 -
&) International reserves {minus
3ign indicates an increase) 15 ~104 =218 -182 =68 25
Use made of IMF credit - - - - - -
Other liabilities - - - - - . -
Monetary gold - - - -1 - -
Special Drawing Rights - - - - - -9
IMF reserve position - - - -1 -1 -2
Forelgn exchange and other assets 15 ~104 =214 -180 <67 36

Source: 1974-1978: International Monetary Fund, Balance of Payments Yearbook;

1979: CEPAL, on the basis of offlclal data.
(a) Preliminary figures,

(b) Including non-monetary gold.




Table 12

GUATEMALA: TNDICATORS OF EXTERNWAL TWDEBTEDNESS
{(Milliona of dollars)

e ap S

1975 1976 1977 1978 197%(a)
Total external indebtedness (b) voo y22 527 669 819
Public debt and State-guaranteed
private debt 201 239 302 391 514
Servicing of external debt {c) 16 15 22 24 27
pmortization payments 8 9 1% 14 14
Interest payments 8 6 8 10 13
Servicing of external debt, as a
percentage of exports 2.5 1.9 1.9 2.2 2.3

LT ey T o B w3 T W o ) e R B D

Source: CEPAL, on the basis of official data.
{a) Estimates.

(b) Disbursed.
{¢) Includes public external debt and State-guaranteed private debt,

- - o

Table 13

GUATEMALA: EVOLUTION OF DOMESTIC PRICES

0 o 0 11l D L P P s o - g T S . S . AP gt S il S R e T o o WD

- o o ol

ioTh 1875 1976 1977 1978 1979(a)
Variation December to December
Consumer price index 27.5 0.8 18.9 7.4 9.1 13.7
Food ‘ 29.7 4.8 16.9 5.9 8.2 13.3
- Wholesale price index 21.7 6.4 30.8 6.3 4.7 11.3(b)
Imported products 37.6 9.4 16.0 -T. 4 3.5 23.3(n)
Domestiec products 4,4 11.0 10.1 8.5 4.8 10.3(b)
Building materials 38.5 5.0 13.0 .
Variation between annnal averages
Congsumer price index 6.0 3.7 0.7 12.6 7.9 11.5
Food 5.9 4.5 9.% 11.9 4.6 10.3
Wholesale price index 22.8 12.3 10.5 13.0 3.6 8.7(e)
Imported products 27.0 i4.0 9.8 3.2 1.6 13.0(e)
Domestic products 21.3 13.0 10.5 4.6 3.8 8.3{e)
Building materials 30.7 20.6 29.0 8.8 15.7 ves

Source: CEPAL, on the basis of officia{ data.

(a) Preliminary figures.
(b) Variation from Ostober 1978 to Qctober 1979,

(c) Varlation January-October 1978 compared with January-October 1979.



GUATEMALA: EVOLUTION OF WAGES AND SALARIES(a)

Wages and salaries
Nominal
Real

———— S ke i

Indexes {1970 = 100)

125.6

" 15.6

-

1977 1978 1979 1976 1977 973 1979
120.3 136.2 154.6 4.5 -4,2 13.2 13.5
64.3 67.4 68.6 =5.6 -14.9 4.8 1.8

Source: CEPAL, on the basis of official data.

{a) Refers to data from the GQuatemalan Institute of Social Security on the number of social
gecurity contributors and the wages and salaries declared in the period concerned.

Tabl

e iS5

GUATEMALA: CENTRAL GOVERNMENT INCOME AND EXPENDITURE

- . p—— -

Current 1income
Tax revenue
Direct
Indirect
On foreign trade
Current expenditure

Wages and salaries
Qther current expenditure

Saving on ¢urrent account

Capital expenditure
Real investment
Debt amortization payments
Other capital expenditure
Total expenditure
Fiscal defielt {or surplus)
Financing of defiecit
Domestic finaneing (d)
External financing

Millions of quetzales

- - -

Growth ratas (b}

1976 1977 1978 1979(a) 1977 1978 1979(a)
ho7 591 661 653 45,3 1.7 -1.2
370 55T 82T &1 0. EEDA- TS

68 80 102 94 18.0 27.9 -8.0
303 ur7 519 520 5T7.6 8.8 0.3
119 249 264 240 109.3 6.1  -9.2

336 405 476 523 20.6  17.4  10.0
137 181 236(e) 261(e) 32.5 30.0  10.9
199 224 240 262 12.4 7.2 9.1

T 186 185 129 163.6  <0.5 =30.0

296 284 323 369 -4 138 k3

191 204 216 215 6.5 6.2 =0.6
57 57 64 81 0.4 10.6  27.6
48 23 43 73 -52,3  90.7  69.4

632 689 ‘199 892 9.0  15.9 11.7
25 ¥ 18 2 -56.% G0 732
203 57 37 124 -71.9  -35.%  235.1

22 11 101 15 86.5 143.0  22.6

Source: CEPAL, on the basis of official data.

{a) reliminary figures.

-

(b) The growth rates correspond to the real figures, not the rounded ones.
(e} Includes the emergency bonus.
(d) Includes the floating debt, capital incoms and chanzes im deposits.

Table 16

GUATEMALA: MONETARY BALANCE

iy an

Money
Currency outside banks
Demand deposits
Factors of expansion
Foreign assets (net)
Domestic credit
Official entities
Private sector
Factors of absorption
Quasl-money (=savings and

time deposits)
QOther itema (net)

Balance at end of year
{millions of quetzales}

Growth rates (a)

1976 1977 1978 1979 1977 1978 1979
u83 573 e24 692 18.6 8.9 10.9
235 283 323 364 20.% 10 2.7
248 290 301 328 16.9 3.8 9.0

1224 1 496 1 675 1900 22,2 12,0 13.4
W5y 628 682 669 38.3 8.6 -1.9
770 868 993 1 231 12.7 14,4 24.0
169 15 58 113 ~32.4 -19.6 94.8
601 753 935 t 118 25.14 24.2 19.6

741, 923 1 051 1208 24.7 13.9 14,9
642 761 850 927 18.7 1.7 9.1

39 162 201 281 63.5 28.1 33.8°

- -

Source: CEPAL, on the basis of official data.
{a) The growth rates correspond to the real figures, not the rounded ones.

-
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