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ABSTRACT

This collection of studies looks at the impacts of economic and agricultural policies on
women in agriculture. Four countries, Guatemala, Malawai, Thailand, and Yemen, are
examined in this collection. Each case study provides a country description including the
recent economic performance, and identifies inputs, outputs, and institutions in the
agricultural sector. The studies illustrate the value of disaggregating the impacts of
policies in the agricultural sector, including analysis of gender-based differentials in
impact. In particular, the studies highlight the need for a better understanding of the
role of women in the rural sector, their contribution to rural income and production, and
the effect of government actions on their well-being.




FOUR CASE STUDIES

The Impacts of Economic and Agricultural Policies on Women in Agricuiture in the
Guatemala, by Phillip F. Warnken

The Impacts of Economic and Agricuitural Policies on Women in Agriculture in Malawi,
by Mary Reintsma and Paola Lang

The Impacts of Economic and Agricultural Policies on Women in Agriculture in Thailand,
by Mary Reintsma and Paola Lang

The Impacts of Economic and Agricultural Policies on Women in Agriculture in the
Yemen Arab Republic, by Phillip F. Warnken and Charles F. Nicholson
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PREFACE

These four case studies were written uncer the auspices of the Agricultural Policy
Analysis Project (APAP), a five-year project funded by AID' Bureau of Science and
Technology, and AID'S Women in Development Office. The studies focus on policy
impacts on women in the agricultural sector in Guatemala, Malawi, Thailand, and Yemen.

The studies look particularly at policy impacts on women in the agricuitural sector,
using a rapid appraisal technique called the poli:cy inventory. This technique, developed
by Robert R. Nathan Associates, Inc. (R?E?Fﬁﬁpu, provides an analytic
framework for examining policy interventions at the macroeconomic, sectoral, and
subsectoral levels. Based on this analysis, a preliminary determination of such policy
interventions' impact on socioeconomic variadles of interest, including women's
production and income can be made. An earlier test of the application of the go_l:%
inventory to gender issues was undertaken as part of an analysis of policy impacts on
agricultural sector in Senegal and Zaire carried out by RRNA in 1987,

The past few years have witnessed a dramatic increase in the level of attention
paid to the involvement of women in development and the benefits they derive from it.
This attention has focused almost exclusively on actions at the project and local level.
Despite the widespread recognition that policies play a critical role in shaping
development, the potential impact of policies on women in the economy has generally not
been considered. While it is true that very few policies are designed to differentiate
between men and women, gender-based differences in resources, roles, and
responsibilities may translate into different impacts on men and women. As a result,
policy analysis that does not go beyond analysis of impacts at the macro level to examine
differc.itials in impacts within the society leaves a gap in the information available to
decision makers.

The case studies focus on government policy interventions - direct actions affecting
the market, such as taxes and subsidies - rather than on general policy statements such
as those set forth in government planning documents, because we are more interested in
what governments do than in what they say.

‘Several overall conclusions may be drawn from the four case studies.

. The policy inventory is a useful technique for carrying out a rapid appraisal of
policy impacts affecting agriculture, but evaluation of specific impacts
including those based on gender, is hampered by the serious shortage of data
and analysis available, including the near total absence of gender-
disaggregated data.

. Differentials in policy impacts by gender are most evident in situations where
women's activities are highly differentiated from men's in terms of decision
making and control over income. Where women derive separate income from
their own plots and enterprises - as in many African countries - the argument



for differential impacts is strong, but where women primarily work jointly with
men in family-managed activities - as in Guatemala and Thailand - differential
impacts appear much less important.

. The policies with the greatest impact on women in the agricultural sector are
generally not those affecting agriculture as such (price controls on agricultural
products and inputs, for example), but instead those policies that affect small
enterprise, including marketing activities in particular. Women increasingly
derive an important share of their income from off-farm employment and from
the marketing of semi-processed products produced in rural households and
enterprises.

. In general, women have benefited from increased reliance on the private
sector to deliver agricuitural services such as credit and marketing. Not only
have women been able to compete effectively in providing these services at
the local level, but private firms have shown greater initiative than
government services in their willingness to deal directly with women, to offer
them credit, and to match their services to the needs of their women
customers.

. The absence of clear title to land is a problem for all small land holders,
particularly as it affects their access to formal credit, but women have
generally not been helped by government titling programs. Instead, these
programs have tended to increase male control over land, even where, as in
Thailand, land ownership has traditionally been vested in women.

. It can be argued that women have been less affected by government
intervention in the agricuitural sector, because the most important
interventions have concentrated on major Cereals and export crops where
women's involvement has been primarily in the role of family laborer.
Activities where women take a more active role in management and may enjoy
greater control over income, such as vegetable production, livestock, local
food crops, and specialty products such as silk, have generally not been the
targets of heavy government intervention.

These conclusions, must be regardeq as tentative, as they' are based on a rapid

appraisal of conditions in a limited number of countries. They indicate the valuve of
disaggregating the impacts of policies in the agricultural sector, inciuding analysis of
gender-based differentials in impact, and in particular, they highlight the need for a

better understanding of the role of women in the rural sector, their contribution to rural

income and production, and the effect of government actions on their well-bemg.

The four case studies in this series were completed between May and September

1988 by a team of five analysts. Following a review of secondary sources including donor

documentation available in Washington, a two-person team visited each country for a
petiod of two to three weeks to gather additional information. Analysis and report
writing were completed in Washington. The team wishes to thank the personnei of the
cooperating A.LD. Missions, without whose assistance the work could not have been
accomplished in such a short period.
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EXECUTIVE SUMMARY

This study assesses the impacts of national economic and agricultural
policies on women in Guatemala’s agricultural sector. The analysis focuses on
the effects of macroeconomic and sectoral policies on women’s agricultural
production, income and employment, trade and consumption within the context
of women's roles in traditional export crop production, small-farm food crop
production, and nontraditional horticultural production and processing.

Guatemala’s agriculture is dualistic. The vast majority of farms are
subsistence or near subsistence family operations coexisting with a small
minority of large commercial farms that produce primarily for the export
market. Most of the small farms are located in the hignlande, and produce
basic food grains -- corn, beans, and wheat -~ using generally low levels of
technology. Large commercial farms on the Pacific coastal plain use modern
technology to produce cotton, sugarcane, and food grains. Large units also
produce most of the bananas and beef exported, while both large ard small
farmers are involved in coffee and cardamom production. During the last
decade or so, the small-farm production of non-traditional horticultural crops
has grown rapicdly. Much of this production is exported fresh or processed.

Since a8 high proportion of Guatemalan farms are small, family-operated
units, most rural women are involved in unremunerated domestic production
and marketing activities. Women'’s roles in direct production ofi small farms
vary with ethnic tradition and other factors, but typically involve care of the
household’s livestock, food grains preservation and processing, and limited field
work. Women market most of the livestock, livestock products, vegetables, and
surplus food grains production. |



On a seasonal basis, many women migrate from the highlands with their
families to work as wage laborers in export crop production. Women cultivate,
weed, and pick cotton, transplant coffee trees and pick coffee beans, and
harvest cardamom.

Guatemala’s agriculture has shifted away from food grain production to
non-traditional, agro-industrial crops, and women have become increasingly
involved in producing and processing these crops. Women contribute more
than one-third of the total field labor required to produce these crops and
virtually all labor used in processing these crops for export.

The Guatemalan economy and the agricultural sector are not beset with
government interventions to the extent of many developing nations. The
government plays a minor direct role in the agricultural economy, and the
sector operates relatively freely and reasonably unencumbered by public
policies, structures, and market interventions. Many of the policies that affect
agriculture are relatively benign. Because of lack of implementation or
insufficient resources, many potentially positive or negative policies have little
or no effect.

Macroeconomic policies, especially monetary and international trade
policies, have the greatest negative impact on sgriculture. These policies have
had an anti-export bias which has reduced employment in export-oriented |
agriculture and shifted the competitive advantage of domestic food grain
production from small farms to coramercial farms. However, most of
Guatemala’s agricultural resource and output market distortions resuiting from
macroeconomic policy messures are history; recent changes have reduced or
eliminated most of the negative effects of previous policy measures. |

In the aggregate, sector policies have had quite limited effects on
agriculture and on rural women. The level of public resources directed to
sector development programs is minuscule < less than 3 percent of total
government expenditures. Given the meager resources aliocated to agriculture,
the primary instrument that the government uses to influence agricultural
development is the control and guidance of infernstional assistance. This has

ii



been a powerful tool; in this decade, the level of foreign assistance has
exceeded all government support to all national agricultural development

programs.

The government’s general agricultural development strategy has
emphasized rural employment creation by encouraging the production and
processing of non-traditional horticultural products. Implemented through
international assistance programs, this strategy has had a highly positive effect
on rural empioyment, especially women's employment Women employed in the
production and processing of non-traditional crops have contributed
significantly to increases in household income. With greater household income,
expenditure patterns have changed positively, and caloric consumption and
nutritional levels, especially for women and children, have improved.:

Guatemala’s economic and agricultural policies do not have effects
uniquely specific to women. Clearly, some policies affect women more than
oth¢ = policies, but this is because proportionally more women are involved in
some activities than they are in others. In Guatemala, women are
disadvantaged or benefitted when policies affect any given subsector in which
they are involved; they are proportionally more disadvantaged or benefitted if
they make up a proportionally large share of that subsector.

idi



INTRODUCTION

This study examines the impacts of national economic and agricultural
policies on women in Guatemala’s agricultural sector. Of central concern are
the effects of macroeconomic, sector-oriented and subsector policies on rural
women’s agricultural production, income and employment, trade and
consumption and, in turn, the significance of these effects on the agricultural
and the general economies. '

This is the first known inquiry into the impacts of a nation's government
policies on rural women (three other studies for Thailand, Malawi, and Yemen
will follow). The issue has been partially and indirectly addressed by other
authors, but never in a national context.

The sele;tion of Guatemala as the first case study has no particular
regional significance or a priori implications for anticipated findings. As a
case study, the findings apply only to Guatemala. Guatemala cannot be
considered representative as a nation or in terms of its array of policies or
the effects of those policies on rural women.

The study is organized into three main sections. The first section briefly
reviews Guatemnals's agricultural setting, the second examines the role of |
women in the agricultural sector, and the third -- the principal analysis
section -~ describes and assesses policy impacts. The last section is a
summary of key findings and conclusions. ‘




The Agricultural Sector

Sector Overview

The agricultural sector in Guatemala plays a fundamental and criiical role
in the economic development of the country. Although it is declining in
relative terms. it still contributes about 25 percent of GDP and provides
employment for almost 60 percent of the economically active population. In
addition, this sector generates two-thirds of total foreign exchange earnings,
most of which derives from coffee (Tables 1, 4, and 7).

One of the most notable aspects of the agricultural sector is its dualistic
nature: the vast majority of farms are semi-subsistence family operaticns
that coexist with a small minority of large commercial farms, producing
primarily for the export market. Subsistence farmers are land pocr and in the
face of rapid population growth are being confined to smaller and smaller
parcels with each passing generation. Access to capital and agricultural inputs
is readily available to the commercial sector, whereas small farmers must reiy
primarily on informal sources of credit and farm-produced inputs. The modern
technology employed in the commercial sector contrasts sharply with the low
capital techniques employed in the subsistence sector.

The sector is composed of three subsectors: basic food crops (11 percent
of agricultural GDP); traditional and non-traditional export crops (54 percent
of agricultural GDP); and livestock (35 percent of GDP). The traditional
exports are coffee, cotton, bananas, sugar, and beef. Cardamom is a fairly
recent addition to traditional exports. During the last decade, the
government has encouraged agricultural diversification, and there has been
considerable growth in the export of fresh and processed fruits, vegetables,
and flowers. These non-traditional exports now account for about 12 percent
of total agricultural export earnings.



Storage, Marketing, and Processing

Efficient storage and marketing facilities have become increasingly
important as the production of fruits and vegetables has expanded. An
increasing number of vegetable and fruit packing and processing plants are
iocated in the highland areas. Although it is linked primarily to export
markets, this growing industry also produces for the local urban market A
high but declining proportion of grain production is consumed on producing
farms. While direct per capita grain consumption is stagnant, and perhaps
declining, the fast-growing poultry and swine industries are expanding
commercial markets for domestic and imported grains.

Transport

The primary and secondary road system is fairly well developed but has
deteriorated in recent years because of poor maintenance. Tertiary and farm-
to-market roads, where they exist, are also poorly naintained. In remote rural
areas, small farmers rely primarily on human and animal transport to market
their produce. A regional transportation study undertaken by ROCAP in 1987
concluded that the lack of refrigerated transport and the inadequate storage
and port facilities constituted a serious constraint on the increased export of
fruits and vegetables.

Extension and Research

Research and extension for traditional export crops are generally
undertaken by private sector entitis involved in producing and market_ing'
the crop. The national research. service, ICTA, is internationally respected for
its work with food grains; however, its fruit and v::letable crops research is -
limited. The agricultural extension service (DIGESA) and livestock extension
service (DIGESEPE) are seriously underfunded and have very limited
effectiveness in extension efforts.



Agricultural Credit

The primary source of formal credit for small farmers is the National
Agricultural Development Bank (BANDESA), which has a portfolio of only about
30,000 loans. Because of loan losses and fixed interest ceilings, the institution
is perpetually undercapitalized. The vast majority of credit in rural areas is
provided through informal channels at rates far higher than the official
maximum bank lending rate. The constraints of inadequate capital have been
compounded by the development of the new non-traditional export crops, which
require higher cost inputs such as improved seeds, pesticides, and fertilizers,
and consecuently entail higher credit requirements.

Land Tenure, Distribution, and Use

The custribution of land in Guatemala is the most highly skewed of any
Central American country. In 1979, 80 percent of the farms averaged 1.1
hectares and occupied only 10 percent of the farmland, while 20 percent of the
farms averaged 230 hectares and covered almost 70 percent of the land area
(Table 2). The most densely populated area is the Western Highlands with
about 60 percent of total rural population. The cultivated areas of the Pacific
coastal plain are generally large plantations producing traditional (non-coffee)
export crops. The Piedmont region, which has fertile volcanic soils and
abundant rainfall, is the principal coffee-producing ares. The low-lying and
sparsely populated Peten region of the north and east is a livestock
production region to which access is curréntly very limited.

The problem of inadequatc land area in the highlands is compounded by
increasing fragmentation. Insecurity of tenure and property rights based on
tradition rather than title are deterrents to exchange and consolidation of
plots, as well as to the use of land for financial collateral



Recent Performance of the Agricultural Sector

In the 1960s and 1970s, the agricultural sect>r experienced rapid growth,
primarily in export production, stimulated by strcng world market prices and
facilitated by low domestic inflation and real wage rates, and a favorable
investment climate. The performance of the sector in the 1980s has been less
satisfsctory. As a result of the fall in world commodity prices, which was not
offset by exchange rate adjustments, production of export crops in 1985 had
dectined to the level of a decade earlier.

The fall in world coffee prices led to profit reductions for both the large
plantations and the 40,000 or so small farm producers. Low coffee yields fell
further, because the replacement of existing trees with higher yielding and more
disease-resistant varieties had been postponed.

Cotton production has been cut back drastically, with reductions in yields and
area planted. Because cotton plantations have been a major employer of seasonal
agricultural labor, this reduction has had a negative effect on employment. Some of
the land formerly planted in cotton is now used for mechanized production of
corn, soybeans, and grain sorghum. |

Sugar production has also faced serious probiems, because of low prices and
continual reductions in the quota access to the US. market. Sugar phn&aﬁ‘ons are
also a major employer of seasonal labor; therefore, the decline in this industry |
further exacerbates the unemployment caused by contraction in the cotton industry.
It has been estimated that reductions in these two sectors has affected the
incomes of up to 600,000 rural households.

The situation for other major export crops varies. Although Guatemala has
been one of the world’s biggest éxporters of cardamom, an oversupply on the
world market has led to depressed prices and reduced income for producers
including about 40,000 small farmers. The banans market has expanded during the
past five years; yields are relatively high, and market prospects look good.
Production of non-traditional exports has also been expanding and this



subsector now accounts for approximately 20 percent of agricultural GDP and
more than 12 percent of all exports. Market prospects appear good, and
further growth is anticipated. The beef export sector has been generally
stagnant, although exports increased significantly in 1985-86.

Production of staple food crops (maize, beans, wheat, rice, and grain
sorghum), which had grown relatively slowly from 1975 to 1980, expanded more
rapidly in the 1980s. Much of this growth is due to the development of
mechanized production on plantations that previously produced cotton.
Guatemala’s agriculture, especially its highland agriculture, has shifted
substantially from food production to agro-industrial crops. In 1950, food
crops occupied nearly 60 percent of cultivated land area. By 1979, this area
had declined to just over 37 percent (Table 3). Although current data are
unavailable, it is now estimated that lssx than one-third of the nation’s
cultivated area is devoted to basic foed production.
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I. THE ROLE OF WOMEN IN AGRICULTURE

The role of women in the agricultural sector of Guatemala is difficult to
ascertain from national statistics. In 1986-87, women made up 24 percent of
the economically active population, accounting for 41 percent of the non-
agricultural labor force and only 7 percent of the rural labor force (Tables 4
and 5). This marked difference in labor force shares in agriculture is
explained principally by the conceptual difficulties in defining women'’s labor
on farms headed by men (the so-called “invisible” labor force). In Guatemala,
the difficulty is compounded because of the large proportion of subsistence or
near subsistence farms; women in agriculture are predominantly involved in
unremunerated domestic production and marketing activities.

According to the 1981 population census, women account for slightly over
half of the rural population and, as reported by the 1979 agricultural census,
head about 7 percent of the rural households. The total and the rural female
populations are heavily skewed toward the young 55 percent were younger
than 20 in 1986-87 (Figure 1).

Few studies specifically examine women’s roles in Guatemalan agriculture. -
However, as noted by Ferguson, "many ethnographies describe the activities
and characteristics of the rural family and some include information on
women's roles in food production and in the labor force" (Ferguson, p. 7).

This report draws heavily on these studies, focusing on women'’s roles and
activities by the predominant types of Guatemalan agriculture -- traditional
export crops, non-traditional commercial horticultural crops, subsistence-based
food production, and rural-based agro-industry.



Figure 1. 1986-87 Census Population
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Export Crop Agriculture

Hundreds of thousands of laborers migrate each year from the highlands to
the Pacific coast and Piedmont regions to work in commercial plantation agriculiture.
These workers include men, women, and children Female workers usually migrate
with their husbands and older children, leaving other members of their family to
care for their homes, younger children, and farms. :

Plantation recruitment policies and tradition determine the range of
agricultural activities involving female laborers. Women cultivate, weed, and pick
cotton, transplant coffee trees and pick coffee beans, harvest cardamom, and weed
soybeans. Sugarcane cutting appears to be considered a man's activity, as is the
year-round harvesting of bananas. Female migrant workers are also employed as
mantenedoras or molenderas (camp housekeepers and cooks).

There is evidence that for equivalent work, women are paid at rates equal to
men. Pay for harvesting operations is usually based on piece work, ie, weights or
volumes of product harvested. Common field work may be reimbursed ona the
basis of piece work (rows of crop weeded), but more typically is paid on the
basis of a daily wage established by local labor market conditions. Daily salary
rates for both men and women laborers vary with the season ind bear little
relationship to the agricultural minimum wage. During peak labor demand periods,
daily rates easily exceed the minimum; in slack periods, they fall below the official
minimum wage level

While peak labor requirements are filled primarily by migranat labor, an
estimated 20 percent of the total labor force in the large-scale export sector is
permanent. Women residing in ares households do field work in peak labor
demand seasons, but they do not make up a notable part of the permanent year<
round agricultural work force. In slack periods, women tend to domestic activities,
household plots, and small animals, or work part time within the informal economy.



Subsistence Food Production Agriculture

The economic role of women in Guatemala’s subsistence agricultural sector
is transparent. In subsistence agriculture, total production of the household,
whether for self-consumption or for the market, constitutes the economic
output — and the “income” — of the family. Women, men, children — all able
family members — contribute to that output. As noted by Brooks,

In Guatemala, the peasant family typically has a very small pool of
capital and a very lar¥ pool of unskilled labor which can be
converted to capital The decision of the household, or any
household member, to participate in any economic activity is usually
a function of the internal relationship between capital and available
labor . . . what every rural Guatemalan family is attempting to do is
enrich the household resource base (capital and non-capital) in order
to enhance the scale of family output. And, in reality, this is the
role/work of the woman in rural Guatemala. [t occupies all her
waking time; it is a full-time job: to arrange capital and labor
within the family in order to achieve the most favorable entry point
onto the economic output curve. In short to move the family as
far as possible in the opposite direction from starvation. (p. 23)

Brooks continues, noting that "rural women who are absurdly classified as
‘economically inactive’ by the census actually contribute to raising family
output by four principal means™

®  Income conservation. Much of a rural woman's daily
effort is involved in conservation of household resources.
Whereas a rural woman has almost no opportui.ity to
earn cash, she devises numerous ways to avoid leskage of
scarce household resources. These include home weaving,
eating less, raising small animals, home gardening, and all
domestic maintenance tasks. As a general rule, as the
resource base of the family improves, 3 woman is likely to
move out of the strict "income conservation mode” to
some means of direct, more productive income generation.

®  Agricultursl field work, paid and unpgid Most rursl women do
not particularly like agricultural field work, and given a choice,
most find some other occupation. Nevertheless, women
continue to work in the field. This is especially true in highly
labor-intensive vegetable growing aress, where shortage of
cheap labor is a8 major constraint on production.
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tion i backst aving. Of the
many women's artisanal activities found in Guatemala,
backstrap weaving is the most commonly practiced and
most widely commercialized today. More than 100
Guatemalan municipios contain some women who weave.
Based on estimated tourist textile expenditures for 1976 and
the shadow wage rate . . . backstrap weaving accounted
for the equivalent of about 18500 full-time jobs, or more
realistically, supplemental income to about 45,000 women.
The actual rate of return from this activity, however, is
remarkably low . . . about 45 cents per hour. It is
reasonable to assume that this rate approximately reflects
the opportunity cost of labor for a skilled Indian woman
artisan who is otherwise unequipped with skills marketable
in the modern sector economy.

Petty commerce, especially vegetable marketing When
peasant families are unable to produce enough food to
support themselves, women often turn to market trading..
throughout the highlands of Guatemala a large share of
poor rural women contribute small but important quantities
of cash to family income by low volume sale and re-sale
of agricultural commodities (pp. 24-%).

To summarize these four contributions, women may be fully employed with
domestic responsibilities (such as child care, food preparation, weaving, and
laundering) and a range of agricultural activities (such as seed selection and
preservation, post harvest processing, supplemental vegetable gardening, and
especially small livestock care). When opportunities are available, women in smaller
households may work away from the farm for part of the year. '

Women and children ususlly are responsible for the husbandry of the o
household’s livestock. vaestock and livestock products produced by the household
are typically marketed by women and genersily not used for home consumphon,
money from the sale of animals and their products is used to cover household
subsistence expenses. The importance and relative contnbutlon of these sales to
household income in subsistence Guatemalan agriculture is not known. Although it
is not common, some women manage limited-scale commercial poultry or swine
operations. Commercial family large-animal operations are the responsibility of
men.



Variations in the roles of women within the subsistence economy are
largely a function of ethnic tradition (which prescribes the division of labor
along gender lines), family size (extended versus nuclear) and wealth, and type
of crops grown. For example, among the Mams in the northwest highlands of
Guatemala, women plant potatoes (a supplementary crop destined for sale in
the local market), but they do not take part in the planting and cultivation of
maize (the key food crop). In extended families, older women may relinquish
all field work to the younger women.

Women’s marketing activities raise small amounts of subsidiary income to
cover household subsistence expenses. Household subsistence expenses include
day-to-day food purchases such as salt, sugar, and spices, as well as
manufactured goods such as thread and candles. To the extent that the items
sold on these trips are made or raised by women, the income from such
activities is usually controlled by women and may remain separate from other
monies, including those contributed by men towards household expenses. Men
are generally responsible for providing money for clothes, education, and major
capital investments in the home. In some communities, women may also
undertake longer marketing trips to sell the family’s main cash crop at a
terminal market. (Men usually control the purchase of farm inputs and will
undertake the trip themselves should such purchases be required.)

Commercial Non-traditional Agriculture

Guatemala’s agriculture has shifted from food grain production to agro-
industrial crops, and women have become increasingly involved in providing the
labor required to produce these crops (Figure 2). Virtually all commercial
vegetable production for export and domestic markets is concentrated on small
farms. Small farms have a comparative advantage in commercial vegetable
production. These farms have experience in vegetable cultivation, and more
important, they have labor available at a relatively low opportunity cost. In
fact, the availability of the household labor force and its composition appear
to be factors determining whether or not small farmers shift to vegetable
production. As von Braun notes, '
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Figure 2. Labor Iinputs in Traditional Crops and

New Export Vegetables
Person-days
per hectare
Family Labor
600
500 - men
400
m - WOmen
- children
100
Maize Tragiionel Srocood, Ovision of
MMOWPeRs ,

Source: INCAPAFPRI survey (1985). Originally publlnhod as Flouro 8, p. 75
in Von Braun, of al. |



A more sizeable household labor force may enhance adoption of the
labor-intensive crop . - . [but] . . . A higher share of women's labor
may induce a different balance of preferences and bargaining
positions in the household.” (p. 50)

Non-traditional crop production requires much more labor per land unit
than food grains require, and even more than tracitional vegetable production
requires. As noted by von Braun,

Most labor in all crops is provided by men, but this varies by crop
type and farm size class. Women are responsible for 9 percent of
family labor in maize, 25 percent in traditional vegetables, and 31
percent iii snowpeas. :

Division «{ family labor between men, women, and children in the
Kfroduction of new export crops is not uniform across farm size.

en’s share of total labor remains quite stable across farm size
classes while women’s share declines and children’s share increases.
With increasing farm size, women's labor is relatively replaced by
hired iabor and child lahor. [This is] . .probably related to the
increasing opportunity cost of women'’s labor in the field when the
household and farm enterprise expands. Returns to female household
labor including activities such as meal preparation for hired labor,
etc, increase and lead to higher degrees of specialization within the
farm-household. This still means that absolute levels of family labor
iqput(by7lg;>th men and women may increase with increasing farm
size. (p. -

The study concludes that as a result of shifting to non-traditional crops,
labor input in agriculture increases in the export crop producing farms by 45
percent (81 days per crop season); in the smallest farm size ci‘a‘ss.”' virtually all
the net increase in labor input comes from family labor (total labor input in .
these farms below 025 hectare more than doubles); and a substantisl share of
the increased family labor is from women. It is 44 percent of the increase in
the two smallest farm size classes and 32 percent in the biggest farm size
class (von Braun, pp. 82-84). | SRR o

Clearly, this analysis confirms that the role of women in non-traditional |
crop production is significantly different from their role in traditional ‘
agriculture. The extent to which work in non-traditional crop production
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substitutes for traditional household and production activities was not examined
by the study and is unknown.

Rural-based Agro-industry

The growth of the rural-based agricultural processing industry parallels
non-traditional crop production. The development of agro-industry is an
extension of the structural change that has occurred in Guatemalan agriculture.
As at the production level, this change has created significant new
employment in rural areas. In contrast to the impacts at the production level,
however, virtually all of the employment impacts of agro-industrialization have
been on women.

Women unquestionably dominate the labor force of the agricultural
processing industry. Men may be employed in initial stages of industrial food
processing -~ hauling, washing, cleaning -~ but women make up almost 100
percent of the labor force involved in line work and final packing. Research
conducted on the effects of this employment indicate that salary levels for
women in processing and packing plant work equal urban male blue collar
wages (Kusterer, 1981). Given that few, if any, other employment
opportunities in highland Guatemala pay wages, let alone even remotely
equivalent salaries, the economic effect (and a number of other important
impacts) of these jobs has been extraordinary. No phenomenon in rural
Guatemala over the past several centuries has had a greater impact in
influencing change in the role of agricultural women.

13
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Il. AGRICULTURAL POLICIES: SETTING, DESCRIPTION,
AND ASSESSMENT

The Policy Setting

Compared with most developing and developed industrial nations, central
governmental intervention in the Guatemalan economy is relatively limited.
For example, Guatemala’s tax revenue/GDP ratio is one of the world's lowest.
Now at 9 percent, it has ranged from 74 to 106 percent during this decade
(Figure 3). Fewer than 10 nations in the world have lower tax ratios. While
such ratios are usually characteristic of deeply impoverished nations or a
manifestation of abysmally deficient tax administration, Guatemala’s low ratio
may more accurately reflect a national propensity for restricted public
intervention in the private sector.

Certainly, the private sector operates relatively freely and reasonably
unencumbered by many of the government policies, structures, and imarket
interventions common to developing nations. And, with the notable exceptions
of macroeconcmic policies, especially (past) monetary and foreign exchange
and (current) interest rate controls, the few direct or indirect government
interventions in the market economy tend to be either intermittent or
economically benign.

Except for the publicly owned utilities, Guatemala has no all-powerful
government monopolies, trading companies, or parastatals that directly
compete with and notably restrict private sector enterprises. The only non-
utility public entities with some degree of monopoly authority are AVIATECA,
the national aviation company; FLOAMERICA, the national merchant marine;
and INDECA, the national agricultural marketing institute. AVIATECA
reserves certain entitiement in transportation of people and goods not
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permitted to foreign carriers. FLOAMERICA, which has one ship, has
government-granted monopoly rights in transportation of sea freight on some
routes to and from national ports. Theoretically, INDECA has the authority to
set minimum producer prices for basic food grains and a few other agricultural
commodities, but in practice, its role in the market is greatly constrained by
lack of financial resources.

Taxes on international trade -- an important revenue source for many
developing nations -— make up only 20 to 25 percent of the government's total
revenues (Tables 6 and 7). Export taxes contribute substantially less to
revenues than import taxes do. Many goods are exempt from import taxes.
For taxed imports, nominal tariff levels tand to be high, but net effective
rates are low because of exemptions. Effective rates average 3-5 percent for
intermediate and capital goods and 10-15 percent for goods that compete
directly with domestically produced substitutes (Table 8).

High export taxes have not been a constant in the Guatemalan economy.
After several years of low, essentially token tax rates (except for coffee),
export taxes were temporarily imposed on traditiorzl agricultural exports in
1986 to capture revenues from high world coffee prices and to avert a
government fiscal crisis. These taxes will be phased out by 1992,

Although there have been some relatively brie{ periods of heavy public
intervention, Guatemala’s international trade does not currently operate under
extensive quantitative restrictions. The few import prohibitions in effect apply
largely to agricultural commodities and are justified primarily on sanitary or
legal considerations (Appendix A). Two exceptions are wheat and wheat flour.
Wheat imports come in under a | percent nominal tariff, but only when
deemed necessary to cover a domestic production deficit. Flour is seldom
imported. Export prohibitions include a limited number of economically
unimportant items, such as green turtles, and dead or live quetzales (the
national bird).
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A long and frequently caanging list of commodities require import or
export licenses (Appeindix A). The license requirements can be burdensome,
but apparently do not restrict commerce markedly . In practice, both import
and export licenses appear to be granted for most products except for
commodities deemed critical to national food security.

The government periodically imposes retail price ceilings. Milk, beans,
beef, eggs, flour, sugar, and other basic commodities common to the average
urban consumer market basket are most often subject to control. The array of
products controlled and the degree of enforcement vary. Under the pressure
of rapid inflation and volatile exchange rates in late 1985 and early 1986, more
than 400 different goods were subject to retail price controls compared with
only 17 in 1984. The list was reduced to 8 goods in 1987 and increased to 17
in 1988. Although the actual effect of ceiling prices is debated, the 1985-86
action resulted in some observed shcrtages, which in turn led to reported
widespread disregard of the controls.

Although the economic effect of many government policies tends to be
relatively benign, general monetary policy and two specific policy measures --
foreign exchange and interest rate controls -- have had highly perverse
impacts on the economy. Because Guatemala is a2 small export-based economy,
the dominance and power of monetary policy and exchange controls coupled
with inflexible interest rates have eclipsed and virtually obscured the effects
of other policies.

Government and Agriculture

The government plays a minor direct role in the agricultural economy.
Government actions unquestionably affect the sector in significant ways, but
almost exclusively through macroeconomic impacts. The dearth of policies and
resources directed specifically to agriculture is curicus, given the sector’s vital
role in the economy. Perhaps this is yet another manifestation of the
(hypothesized) national propensity for rectricted public intervention in the



private sector. Or perhaps public resources are so inadequate that they simply
preclude most direct policy interventions.

Since 1980, public outlays directed to the agricuitural sector have averaged 16
percent of total government expenditures. Of the total amount, more than 45
percent were central government transfers to cover BANDESA operating costs and
loan losses (loan losses alone accounted for more than 80 percent of BANDESA
transfers). INDECA price support operations absorbed another 24 percent of
expenditures (Table 9), leaving less than one-third of the budget available for
Ministry of Agriculture operational expenses and investments. In 1987, one-third of
this amount was earmarked for investments, and two-thirds for operations. Eighty
percent of the investment budget and 10 percent of the operational budget were
not spent. To conclude, other than credit and price support programs, all
agricultural public sector programs combined absorbed less than 3 percent of total
central government expenditures and accounted for a fraction of 1 percent of
national GDP.

This low level of public resources -- regardless of how it is allocated --
cannot influence the agricultural economy notably. At best, the ministry’s budget is
sufficient to maintain low level bureaucratic presence and staff, rudimentary
extension and applied investigation programs, but little else. Essential public
regulatory activities such as the policing and enforcement of market rules, sanitary
standards, and timber compliances are not and cannot be carried out effectively.
Domestically financed development programs of the Ministry of Agriculture are all
but precluded.

Sector Goals and Strategies

Given the meager resources ailocated to agriculture, the primary instrument
(other than macroeconomic policy) used by the government to influence agricultural
development is the control and guidance of international assistance. This is by no
means a weak or impotent instrument; the annualized level of bilateral and
multilateral assistance to Guatemalan agriculture easily exceeds the Ministry of
Agriculture’s total annual operating budget. ’



One broad means by which the government manipulates this instrument is
through the articulation of sector goals, strategies, and actions. For example,
the government’s recent White Paper on agriculture reviewed the sector’s
condition, examined the outlook, and identified specific development goals.
Measures ("accicnes”) to achieve the specified goals were noted, but expressed
in highly general terms. While the statement does not call for specific policy
interventions, it establishes the framework for externally financed sector
development programs. This framework guides sector development strategy and
influences the choice and content of policy measures required to implement
strategies to achieve sector goals. Current government goals are to

. Assure food security with increased agricultural
production and productivity through diversification and
technology

e Create new rural employment and redistribute incomes to
the poorest (small farmer) rural sectors

e Stimulate development of small- and medium-scale agro-
indu:try production for the domestic and international
markets

e Enhance the rational use of natural resources through
increased irrigation and improved soil conservation,
reforestation, and watershed and forest management

The government and international donors collaborate in achieving these
generic sector objectives by targeting resources to priority programs. The
development strategies and government policies used to achieve these goals are
assessed in the following section.

Scope and Limitations of Analysis

This section describes and assesses recent and current macroeconomic,
sector, and when relevant, subsectoral government policies. The theoretical
basis for the analysis is neoclassical economics. The analysis concentrates on
the effects of policies on women's agricultural production, farm and off-farm

18



19

income and employment, trade and consumption within the context of sectoral
or, when relevant, subsectoral impacts.

Time and resource constraints precluded original data collection and
rigorous research; thus, the descriptions and analysis are brief and draw
heavily upon secondary sources. Primary and major secondary impacts of
policy interventions are the focus. The information and data available do not
permit assessment of tertiary impacts even though they may be as important --
perhaps in some cases more important —~ than the more evident primary and
secondary effects. To be specific, the analysis does not examine the nature,
magnitude, and distribution of policy impacts within the family or household.
Although it would be a valid and useful area of inquiry, the data available do
not support testing hypotheses that might be advanced on this subject.

Macroeconomic Policies

The Junta Monetaria (Monetary Council) is the highest decision-making
body for macroeconomic policies implemented by the Central Bank (Bank of
Guatemala). This includes all matters relating to monetary, exchange, and
credit policies. Fiscal policy also falls within the authority of the Junta;
policy administration is the responsibility of the Ministry of Finance.

The Junta is composed of representatives of the Bank of Guatemala;
Congress; the Ministries of Finance, Economics, and Agriculture; the University
of San Carlos; private industry; commerce and agricultural associations; and the
private banks. The President of the Republic influences the Junta through
the appointment of key government members and through the tacit approval of
official advisers and technical consultants (Consejo Tecnico) to the body. In
principle, as a member of the Junta, the Minister or Vice Minister of
Agriculture has an equal voice in macroeconomic policy deliberations; however, |
in practice, the Ministry of Agriculture representative plays a subordinate role
in the body’s decisions.



Monetary Policy

-

Direct monetary policy instruments used by the Junta include reserve
requirements regulations, open market operations, and rediscount operations
with both internal and externa! funds. Reserve requirements on current and
time deposits seldom change, while open market and rediscount operations are
used with considerable frequency and vigor.

Open market operations are used to manage short-term liquidity in the
banking sysiem through the Central Bank’s purchase or sale of monetary
stabilization bonds and predominately to finance public debt through treasury
bond sales. Since 1979, Central Bank credit has expanded rapidly to finance
fiscal deficits. Given that the deficits derive from the government's current
expenditures with no compensatory shift in aggregate supply, the increased
public debt has fueled inflation.

Rediscount operations with internal funds are used for both monetary
control and Bank of Guatemala credit policy, the latter with an unconventional
twist: the Bank has applied varying rediscount rates to loans for different
economic activities. In 1983-84, for example, basic grains and soybean
production loans were rediscounted at a minimum of 4 percent, housing
construction loans at 7 percent, and all other loans at 9 percent. The rates
were unified at 9 percent in 1985

Rediscount operations with external funds are a powerful policy
instrument; sales of foreign currency through trust funds are used to reduce
the money supply and thus inflationary pressures, to capture resources for
domestic development programs, and to finance imports. The external funds
used in rediscount operations derive from concessionary loans by bilateral and
multilateral donors. Lines of credit for specific imports are established by
mutual agreement of the government and lender.

Monetary policy appears to be directed predominantly to the control of
the money supply. As an almost unrelated policy, commercial bank interest
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rates are controlled by ceilings. From the standpoint of the private sector,
monetary policy influences access to commercial bank credit rather than the
price of credit. Interest rates are fixed, and to the extent they are pegged
below market conditions, credit must be and is rationed (see credit policy
discussion below).

Apart from the effect of interest rate ceilings (see credit policy
discussion), monesary policy affects the agricultural sector in four significant
ways. First, inflation, stemming largely from deficit financing, has caused
agricultural input costs to increase faster than outpﬁt prices. This has cut the
profitability of crops such as cotton and coffee, which rely heavily on
purchased inputs. During this decade, cotton area and yield fell sharply, while
coffee, a perennial, suffered yield losses. Much of the land formerly devoted
to cotton is now planted in basic grain crops or soybeans, which require lower
input levels. As a result, the nation’s basic grain output has not changed
appreciably with inflation, but has tended to shift from highland small farms to
commercial operations of the Pacific coast.

Second, nearly half of all internal fund rediscount operations involve
loans for agriculture. A small number of influential cotton producers have
long had access to these loans. Traditionally, cotton production credit alone
has traditionally accounted for about 80 percent of all rediscounted agricultural
loans. With declining cotton plantings, many former cotton producers now use
the credit for basic grain production. Since small farm producers rarely meet
conditions for these loans (see credit discussion below), traditional grain-
producing areas have not benefitted from internal fund rediscount operations.
Access to this credit by commercial operations has further contributed to the
locational shift of basic grain production.

Third, virtually all external (trust fund) rediscount operations are used
to finance imports. The bulk of imports financed are industrial inputs and
machinery, including inputs and capital goods for agro-industry. Data are
unavailable to determine the extent to which agro-industry and agricultural
productiot‘i inputs benefit from these operations. Although Jiron, et al



contend that "agriculture has not benefitted directly from these operations,” it
is unclear whether the statement refers to primary production or to the entire
agriculture economy. Certainly, the data available clearly show that imports
financed through at least two of the seven trust funds include considerable
intermediate and capital goods for agricultural product processing. Producers
of non-traditional export crops, primarily small farmers, thus benefit directly
from these targeted external rediscount operations.

Fourth, all monetary policy instruments employed by the government
directly or indirectly influence both bank and informal credit cost, terms, and
availability. Agriculture requires both production and investment credit, and
the direction and magnitude of monetary policy dictate not only immediate
effects but long-term sector and subsector impacts. At the beginning of this
decade, the government pursued expansionary policies. From 1982 through late
1984, monetary measures severely suppressed money supply growth. In late
1984, money supply growth again exploded and was not contained until 1986.
Aside from the obvious short-term effects of credit expansion or restriction,
this uncertainty of policy discriminated heavily against agriculture through the
virtual elimination of long-term investment credit.

Impacts on Women in Agriculture

The impact of monetary policies on women in agriculture is mixed. On a
net basis they may be somewhat positive, but data to support or to refute this
contention are not readily available . The primary negative effect derives
from loss of employment in traditional export crops. The major positive effect
comes from enhanced employment in non-traditional agricultural export
production and processing.

The reduction in ‘production of traditional export crops, egpecially
cotton -- in part a result of perverse monetary policy «~ has had s significant
impact on the income and employment of women. This has affected migrant
and farm-resident women laborers employed directly in production activities

2
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and women deriving income indirectly from activities associated with export
crop production.

In the late 1970s and early 1980s, cotton occupied an average of 110,000
hectares of Pacific coast land. By mid-decade, the average harvested area
dropped to 60,000 hectares and in 1986-87 reached a low of 31,000 hectares
(Table 9). Cotton production requires large labor inputs, even when produced
using relatively modern technology. While Guatemalan production systems vary
somewhat from farm to farm, a conservative estimate puts average labor
requirements at 100 person-days per hectare. Women make up an estimated
two-fifths of the labor force directly employed in cotton production.

Estimated from the average 1979-81 peak period to the low year, 1986/87, the
total days of women employed in cotton production fell from about 44 million
to 1.2 million, a 70 percent drop. This represents more than 10,500 person-
y2ars of labor or more than 4 percent of the total estimated actively employed
female labor force in 1979. Although much of the land formerly devoted to
cotton now produces corn, grain sorghum, edible beans, and soybeans, these
crops are highly mechanized and require relatively little labor.

The readily discernible income and employment impact of other traditional
export crops is not as pronounced as in the case of cotton. Coffee requires
sn average of about 50 percent more labor per hectare than cotton. Over the
past decade, coffee production fluctuated at a relatively constant output level.
The extent to which monetary policy discouraged additional coffee plantings is
a matter of speculation. One hypothesis is that substantial additional
employment opportunities were not realized because of investment disincentives.
Direct female employment in sugarcane and banana production is limited, and,
while cardamom production uses high levels of female labor, output levels have
changed little over the past decade.

The government's emphasis on agro-industrialization, reflected in part by
the use of external fund rediscounting to import intermediate and capital
goods for agro-industry, has been highly conducive to increased employment
in the production and processing of non-traditional crops. As noted



previously, women laborers make up a substantial proportion of the net new
employment created in the production and industrialization of non-traditional
horticultural crops. Although data limitations preclude quantifying the effects, some
insight can be gained by examining data in the following table.

The two columns in the table show the labor requirements and total cost of
selected horticultural crops relative to cotton. Cotton was selected as the base
index crop because of the high total labor requirement, the high female labor
component, the high level of input costs, and its unique employment role in
Guatemala’s rural wage-labor force.

Table 11. Indices of Per Hectare Labor Requirements
and Total Cost of Selected Horticultural
Crops Relative to Cotton

(1987/88 Crop Year)

Crop Labor index Total cost index
Cotton 100 100
Broccoli 325 142
Brussels sprouts 450 219
Garlic 171 380
Celery 259 121
Melons 203 116
Okra 480 213
Onions 361 168
Snowpeas 900 402
Tomatoes 2713 128

Source: Derived by author from data in Table 16 of Guatemasaia: Agricultural
Situation, USDA/FAS Guatemala, March 28, 1988 (Report No. GT-8005).

All horticultural crops shown have significantly greater employment and
considerably greater total cost indices than cotton. Snowpeas, the extreme case.
require nine times more labor and four times greater levels of production



inputs per hectare than cotton. Put another way, one hectare of snowpeas
generates the same demand for labor as nine hectares of cotton.

While the social and economic significance of the labor index is apparent,
the total cost index merits a brief explanation. This index is a relative
indicator of the summed value of all intermediate goods and services used in
the production process. The iarger the index, the greater the economic
activity required to produce the product. Garlic, for example, has a high total
cost index because inputs costs for fertilizers, plant protectants,
transportation, and labor inputs are high, at a level greater than for cotton by
a factor of 38. In other words, nearly four hectares of cotton are required to
generate a level of backward-linked economic activity equal to one hectare of

garlic.

It would be informative to have estimates of the total direct and indirect
female employment impacts of non-traditional agricultural production and agro-
industrial processing. Unfortunately, data are incomplete. Sketchy information
for 1985 provides area data for only three horticultural crops: tomatoes, 5600
hectares; flowers, 24,500 hectares; and melons, 4,200 hectares. Labor
requirements for just these three crops greatly exceeded that of the 57,300
hectares of cotton grown that year. At a minimum, the labor demand of all
non-traditional crops equals that of all traditional cash crop exports.

While the magnitude of increased demand for women’s labor cannot be
quantified, it is known that women constitute a relatively high proportion of
net new labor employed in non-traditional, export-oriented agricultural
production and virtually all additional labor employed in the processing of
these commodities. Moreover, it is known that both production and processing
have expanded sharply during the past decade. Women's involvement in the
production and processing of the crops has meant that they make notable
contributions to household income. Clearly, the income and employment
impacts for women have been significant.
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An additional impact of monetary policy merits brief discussion. The
substitution of basic grain production for cotton in the Pacific lowlands has
affected the structure and to some extent the income distribution of
Guatemalan agriculture and probably has had considerable influence on the

national diet.

In the highlands, small producers reduce the area and perhaps their
production of basic grains when they shift into non-traditional horticultural
enterprises (see discussion of food production impacts under labor creation
policies below). These crops are immensely more profitable than corn, beans,
or wheat (Table 11). Income levels of small farms soar when they shift from
basic grain production to horticultural crops. With cash available to purchase
grains in the market, subsistence production is no longer a life and death
matter; a family production deficit in basic food grains is nc tragedy. The
- expansion of the commercial production of basic grains in the Pacific lowlands
has permitted small highlands farmers to shift to more profitable horticultural
crops, in part beczause food grains are available in the marketplace at
reasonable cost. The increased horticultural production has been both exported
and sold in domestic markets. Although no data are available to indicate
national dietary trends, long-term observers of the country note a pronounced
increase in fruit and vegetable consumption in urban and rural areas.

Credit Policy

In the overall macroeconomic policy setting, Guatemalan credit policy
must be considered a subset of monetary policy. For this analysis, however,
the discussion is separate because a key policy element -- the control of
interest rates -- is virtually independent of monetary policy. Although this
element is not entirely unique to Guatemala, the policy element and its impacts
are sufficiently distinctive to merit a separate discussion.

As a subset of monetary policy, credit policy follows monetary policy
objectives; however, in contrast to conventional monetary policy, interest
rates in the short run are not permitted to fluctuate. As noted previously,



credit is expanded or contracted by opening or closing access to credit rather
than by the price of credit. Monetary policy is largely the rationing and
targeting of credit.

Maximum interest rates charged and paid by the banking system are
established by the Junta Monetaria and are changed infrequently. Between
1979 and 1988, for example, rates were changed only four or five times. The
Junta does not formally control interest rate ceilings for institutional or
informal lenders outside of the commercial banking system if the funds lent
are internal resources. These interest rates reflect market conditions.

From 1979 until late 1986, controlled real interest rates were neg:tive --
at times well below the rate of inflation. Without exception, all the
distortions and problems cited in the rich literature of developing nation
financial markets transpired: savings collapsed, capital took flight,
international reserves dropped, GDP fell, banking institutions decapitalized, the
most creditworthy and wealthy were paid (subsidized) to accept credit, and the
most credit-needy and poor were excluded from consideration. The scenario
was classic Adams textbook and entirely predictable.

For agriculture, controlled interest rates resulted in subsidies channeled
almost exclusively to producers of coffee, cotton, and sugarcane. Producers of
basic grains and non-traditional diversified crops reaped little benefit. The
distribution of credit rather closely paralleled that of land. Data from a 1984
agricultural credit analysis show that distribution of agricultural credit has
been extremely unequal and concentrated:

In 1983, 24 percent of borrowers had loans in excess of Q 50,000,
which corresponded to 75.7 percent of the amount lent in that year.
In contrast, some 555 percent of the borrowers received loans up to
Q 1,000 in size, which corresponded to 3.3 percent of the year's
credit. (Ladman, p. 17)
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Impacts on Women in Agriculture

The direct impacts of credit policies on women in agriculture parallel the
overall sector impacts. No activities in which women are engaged yield
specific gender effects of credit policy. Women are engaged in small farm
agriculture proportionally more than in commercial export-oriented agriculture.
Small farm agriculture has had far less access to credit than commercial
agriculture, and thus women are among the most disadvantaged in terms of
access to credit. Also, women are among the poorest of the small farm
agricultural economy, and for all practical purposes, the poor obtain no
institutionalized credit. Thus most women do not obtain credit not because
they are women, but because they are poor. If women, like men, are highly
creditworthy, institutional credit appears to be available -- subject to general
policy objectives -- without discrimination.

The indirect impacts of credit pclicy on women are quite favorable.
Through Central Bank rediscounting of external funds (see monetary policy
discussion) established in collaboration with international donors, credit has
been specifically targeted to export-oriented agro-industry, primarily to those
industries processing non-traditional crops. As noted elsewhere, women play
an important role in the production and processing of these crops and
therefore have benefitted notably from this policy.

Fiscal Policy

In contrast to many small export-oriented nations, the direct impact of
fiscal policy measures on Guatemalan agriculture is very limited. At peak
international trade taxation levels in the mid 1970s, export and import taxes
combined made up less than 24 percent of government revenues. Moreover,
export taxes have been less important than import taxes in government
revenue. With about 90 percent of all export taxes derived from coffee -- a
commodity exported under international quota agreements -- the strong
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economic disincentives typical of many developing nations’ export tax regimes
are not present in Guatemala.

Non-traditional exports are taxed at a flat 4 percent rate on FOB value.
Under current legislation, export taxes are levied on the traditional export
crops -- coffee, sugar, cotton, beef, bananas, and cardamom -- only if the
FOB price exceeds a given quetzal level. At a designated threshold price, the
tax is assessed at a given percentage rate and (with some exceptions) increases
by percentage (Appendix B). The tax operates very much like the pre-1987
US. federal income tax rate system: no tax is paid below a given threshold;
above that level, the tax is progressive. This system was imposed as a
temporary revenue-raising measure in 1986. The original legislation included a
phase-out schedule of 3 percent per month. By 1992, the rate will reach zero.

Import taxes are nominally quite high, but net effective rates are low.
According to Bank of Guatemala and World Bank estimates, for all imports in
the early 1980s, the weighted average total ad valorem rate was 14.7 percent;
the net effective tariff rate was 6.8 percent (Table 8). Over 54 percent of
imports were exempt from tariffs. Complete current nominal and net tariff
data are not available, but from information available, it appears that both
rates may now be even lower than at the beginning of the decade.

Indirect taxes such as value added taxes (VAT) and stamp taxes are the
single largest source of government revenues. There are no direct taxes on
basic foodstuffs. Direct taxes account for less than 15 percent of total
government revenues, and income and property taxes are virtually insignificant
(Table 7).

Guatemalan fiscal policy cannot be faulted for highly negative impacts on
agricultural production incentives. At prevailing rates, taxes on agricultural
output, resources and wealth, and fiscal policy measures have minor --
essentially negligible -- effects on production and marketing incentives. If
fiscal policies were to be faulted, it would he because aggregate taxation levels
are too low to sustain even minimal necessary public services. In this regard,



agriculture suffers seriously. It would perhaps be facile to claim that women
in agriculture bear the brunt of poor and inadequate public services; in fact,

the level and the quality of services are so miserably deficient that even the
effect of a deliberate policy of gender discrimination would be of little or no

consequence.
International Trade Policy

In small trade-oriented nations like Guatemala, the control and influence
of trade, foreign exchange, monetary, and fiscal policies are inseparable. Any
notable policy-induced distortion in one element inevitably seems to bring
about even greater distortions in another; policy "quick fixes" often reemerge
as massive breaks, if not at the repair point, then somewhere else.

Such is the case with Guatemalan international trade policy. Price
inflation in the Guatemalan economy in this decade has been largely a function
of government deficit financing fueled by highly expansionary monetary policy.
Rather than attacking the root cause of inflation, the symptoms were treated
through trade policy measures. Trade policy -- with the objective of rationing
foreign exchange -- was used in an attempt to compensate for the errors and
failures of monetary and fiscal policies. The treatment appears to have been
worse than the ailment.

Import quotas and exchange rate controls were the two predominate'
policy measures used to ration foreign exchange. Both measures were subject
to varying degrees and types of controls depending on the economic
circumstances. There had been little direct government intervention in
international commerce until mounting deficits accompanied by rising inflation
rates in the mid to late 1970s and early 1980s began to put pressure on the
quetzal. In 1982, quotas were imposed on a large number of commonly
imported goods in an attempt to maintain the quetzal at parity with the dollar
and to ration the diminishing quantity of foreign exchange. Based on the -
import history of the previous three years, the quotas effectively reduced the
supply elasticity of these goods o5 zero. With restricted import supplies and
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domestic industry unable to produce substitutes, speculation set in and prices

soared.

Pressure on the quetzal continued to build. By late 1984, with the
narallel rate moving toward 4.1, import quotas were abolished and replaced
with a complex multiple exchange rate system. This new foreign exchange
rationing scheme was modified frequently over the following months. In brief,
it incorporated a legal parallel rate, auction markets for certain priority
imports, and an official exchange rate at parity with the dollar. In June 1986,
the regime was simplified by the adoption of a single regulated official rate of
Q 250 per dollar while allowing the parallel rate to float. Over the past two
years the gap between the official and floating rate closed to less than 5
percent, and in late June 1988, the government established a single unified rate
of Q 2.70:US$ 1.00. This rate was pegged slightly above the parallel rate, and
consequently, as of this writing, exchange rate distortions appear to be
eliminated.

The economic effects of import quotas and exchange rate controls were
perverse and widespread. Direct or indirect impacts of the policy reverberated
through every sector of the economy. The principal effect was a strong anti-
export bias.

Agriculture, with its extensive export orientation, was profoundly
affected. Although most agricultural inputs were imported at the favorable
official 1:1 rate, import quotas and long delays in obtaining access to foreign
exchange restricted supplies. Black markets and contraband trade quickly
emerged and prices soared for fertilizers, plant protectants, farm chemicals,
animal vaccines, and other imported inputs. The immediate effects were sharp
declines in the use of inputs, a drop in crop yields and livestock productivity,
and increases in output prices. Less obvious were impacts of factor price
distortions. Because of the capital import subsidies implicit in currency
overvaluation, the relative price relationships of capital and labor shifted; labor
became relatively more expensive and capital relatively less expensive.
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Artificially cheap machinery imports thus favored producer adoption of capital-
intensive production processes at the expense of labor.

The extent to which subsectors of agriculture were affected by these
policies depended on the degree of market orientation. Because of limited
input/output market orientation, highland subsistence producers were far less
affected than small-scale producers of non-traditional export crops or Pacific
coast cotton. The latter two producer groups saw their export market prices
collapse while input prices skyrocketed.

Impacts on Women in Agriculture

The anti-export effects of trade policies on women during the 1980-88
period appear to parallel those of agriculture in general. Employment
opportunities for women and men laborers in traditional export crop
production dwindled as profitability and production of these crops fell and
producers shifted to more capital-intensive systems. Apparently, women
laborers did not bear a greater job loss impact than men. The literature
available cites no evidence that women are necessarily the last hired and the
first fired in export crop field work. For some types of work, women are
preferred over men. In other types of work, women may receive less income
for a day of agricultural field work, but this is because the work is paid as
piece work (workers are paid by the unit of work completed) rather than
because of wage discrimination.

As producers of non-traditional export crops, women -- like all
producers -- experienced rapidly rising input costs and lower profitability and
output prices. However, given that the labor involvement of women is
relatively greater in these enterprises than in traditional agricultural crops,
women were comparatively more affected. The same goes for women employed
in the processing of these crops. Women in particular were affected because
food processing laborers are predominately female. While there are no
indications of women producers or processing workers being laid off because of
the policies, employment opportunities simply expanded at a rate far slower
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than would have been the case under a less perverse policy. Thus, the
greatest effect on women both as producers and as processing laborers is the
lost opportunities. This effect is not easily estimated; the impact of
employment not created is difficult to quantify.

With one exception, women engaged in traditional subsistence agriculture
were relatively unaffected by trade policies. By definition, subsistence
agriculture has limited links to the market economy, and price movements in
the market economy should not notably affect welfare. In Guatemala,
however, rural women's artisan work -- primarily textile weaving -- is an
important source of cash income. Some of the raw materials such as cotton
thread are imported. Not all of these materials were granted the favorable
import quota or exchange rates provided to many raw material imports. Hence,
artisanal output was economically disadvantaged relative to competing industrial

goods.

The aggregate effects of the severely perverse trade policies on the
economy, on agriculture, and on women cannot be quantified easily. Certainly
the aggregate impact was enormously negative. Agriculture suffered to a
greater degree than other sectors; and within the sector, export agriculture
was affected more than subsistence agriculture. More women are employed in
agriculture than any other sector, and within agriculture, women working in
export-oriented enterprises comprise a comparatively large propertion of the
wage-labor force. Therefore, women have borne a comparatively large share of
the burden created by these policies.

Commercial Regulation Policies
Direct government interventions in national commerce are limited. Two
exceptions that affect agricultural trade concern the small, publicly owned

national airline (AVIATECA) and the merchant marine (FLOAMERICA).

AVIATECA has preferential treatment in certain airport charges and
landing privileges. As a result, AVIATECA has the equivalent of a
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government-granted monopoly in the air transport of non-traditional

agricultural exports to the US. market. FLORAMERICA has a similar
government-granted monopoly position in sea shipments of agricultural products
to the United States. These restrictions do not apply to other international
markets.

The extent to which exports are restricted by these preferences is not
known. That the pricing of these transportation services may be affecting
exports is suggested by the fact that this year, for the first time, fresh
vegetable exports were transported overland by refrigerated trucks to the
United States through Mexico.

Sector Policies

This section describes recent and current agricultural sector policies and
assesses their effects on women with special attention to women’s agricultural
production, farm and off-farm income and employment, trade activities, and
consumption.

A number of policy elements often encountered in developing nations are
absent in Guatemala. The nation either does not have some common explicit
(or even implicit) policies, or implementation of existing policy legislation is
absent or highly deficient. Many of the government's sector policies resemble
articulations of sector goals more than implemented policy measures. Although
the government has clearly identified sector goals, development strategies, and
policy actions, the actions are specified not as policy measures to be carried
out through policy instruments but as general paths and directions for policy.

The impacts of many policies are neutral, and certainly gender neutral,
because there is no content. In other cases policies may have some content,
but the impacts are highly limited. To examine the inconsequential and trivial
effects on women -- or any other group -- would be pointless. For this
reason, this section passes quickly over many policy areas and focuses
discussion on a fairly limited set of the most relevant and important policies



that appear to have the greatest impacts —— real or potential -~ on agriculture
and women in agriculture.

Taxation Policies

Implemented sector fiscal policies are of three different types: export
taxes, import taxes, and fiscal incentives for investment. Current export taxes
were imposed temporarily in May 1986. The legislation invoking the taxes
included a 3 percent per month phase-out provision with expiration by 1992.
Given the basis on which taxes are levied, the onus of export taxes under
current legislation is not great. The magnitude of tax levied depends on FOB
price. With the exception of coffee, this has resulted in minimal levels of
export taxation.

Taxes on coffee exports have accounted for an average of more than 90

percent of all export taxes (Table 7). Coffee is exported under quotas through

international agreement, and with the few exceptions of exceptionally poor
crop years, the national quota has been filled readily. Coffee export taxes
have confiscated wealth, but because coffee profits in general have remained
positive, the effects of wealth confiscation do not appear markadly perverse.
To suggest that a part of the government-taken coffee wealth is confiscated
from laborers is incorrect; conditions of the agricultural labor market rather
than the coffee market govern wages. The taxed wealth is essentially
Ricardian rent, and thus the tax itself approximates the theoretically ideal tax.
It is truly unfortunate and lamentable that international entities, for whatever
reasons, have persuaded the nation to abandon this important and benign tux;
the revenues are desperately needed.

Taxes collected on other traditional exports are quite insignificant in
terms of both the revenue raised znd the production impacts. All non-coffee
export taxes account for less than 10 percent of export tax revenues and a
small fraction of product >n value. Any production disincentive impact is
inconsequential.
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The tax on non-traditional exports is not regarded as a production
disincentive by producers or processors because it makes up such a small
fraction of total costs. International transportation and marketing costs
typically far exceed all domestic production and marketing costs; therefore, the
4 percent tax on FOB value of these products is not indicative of the much
lower percentage levy based on total value of the product when placed in
international market ports.

Fiscal incentives were provided to rubber, banana, poultry, swine, and
milk production, but were repealed in 1987. These incentives were graated
under leyes de fomento (development stimulation laws) rather than as a part
of a sector fiscal policy package. The incentives were numerous and varied.
Included were import tax exemptions for intermediate and capital inputs, tax
holidays or exemptions on property, and income and miscellaneous taxes.

In principle, these incentives stimulated investment in the production of
goods in subsectors deemed to be of high priority by the government. Yet
there appears to be little evidence of the economic need for such incentives.
The extent to which investment has been stimulated is unknown. Given the
ambiguous relationship of the targeted industries to the government’s sector
priorities, these incentives appear to be little more than special interest
legislation provided for a few commercial production operations.

It seems highly unlikely that small farm agriculture and women in
agriculture have benefitted directly or indirectly from these incentives. To the
extent that the incentives have subsidized investment in commercial
agricultural output of pigs, chickens, and eggs -- products that large numbers
of women in subsistence agriculture produce and market -- women may have
been disadvantaged by the incentives.



Foreign Trade Policies

Guatemala’s agricultural sector foreign trade policies are driven by a
single underlying objective: national food security. The national food
security goals are characterizad by the willingness of the nation to isolate
itself from international competition in the production of food. Food, as
tacitly defined for national food security purposes, is corn, beans, wheat, and
rice. Historically, national food security goals have resulted in a transfer of
resources from consumers to producers. Consumers 