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Two previous reports (Diaz Bonilla, Laborde and Pifieiro, 2021, and Diaz-Bonilla, Flores, Paz, Pifieiro,
and Zandstra, 2021) covered the evolution and impacts of the pandemic on food systems in Guatemala
until the time of their writing (which together covered from the start of the pandemic in early 2020 until
about October 2021. This third report concludes the analysis of the impact of the COVID-19 pandemic
on food systems in Guatemala. It summarizes the previous reports and updates the analysis until the
end of May 2022. However, this country and its food systems have also been affected by other events
since the pandemic started in early 2020. Between 3 and 17 November 2020, tropical storms Eta and
lota hit Guatemalan territory with heavy rains that led to floods and mud landslides, affecting 16 of the
country's 22 departments. Later, in 2021 the strong world economic rebound due to expansionary fiscal
and monetary policies in the USA and many other developed and developing countries combined with
persistent strains on value chains due to COVID19 to lead to increases in transportation costs and the
prices of food, energy, and fertilizers. In the case of agricultural products, those increases were com-
pounded by adverse climate events in some important producers, particularly in South America. Finally,
the Russian-Ukraine Conflict (RUC) on February 24, 2022, has added further pressures on the prices of

energy, fertilizers and food products including wheat and vegetable oils.

Therefore, the pandemic's specific impact on Guatemala's food systems has been interacting with the
other developments mentioned, making it very difficult to differentiate among them. Policymakers, how-
ever, need to respond to the overall impact of the conditions affecting the population, whatever the
leading causes may be. Therefore, this final report, while emphasizing those aspects linked to the pan-

demic, will discuss the conditions in Guatemala considering those other factors.

This report is structured as follows. First, it summarizes the main policy responses, costs, and financing
related to the COVID-19 shock. Second, it brings up to date the evolution of the pandemic, using differ-
ent indicators. Third, it updates the evolution of key economic and nutritional variables. Fourth, there is
a brief discussion of the implications of RUC for food systems.. Fifth, the report continues with a more
specific analysis of the evolution of some food value chains that are central for food consumption in
Guatemala. The next section discusses policy considerations for health, poverty and nutrition, and food
value chains, based on the updated analysis of the previous sections, including cost and financial as-

pects. A final section concludes.

The country decreed travel bans from China in January 2020, which were later expanded to other coun-
tries. The country had the first confirmed COVID-19 case on March 13 and the first death on March 15.

Some days before that, on March 5, the government had declared a “state of calamity” (Declaracion del



Estado de Calamidad Publica - Decreto Gubernativo Namero 5-2020), which allowed the government
to limit some activities,* and to take different actions? to protect the health and safety of all persons in

Guatemala.
Those measures can be separated into four groups:

*The general legal and organizational framework to confront the pandemics

* Policies and interventions that address the health problems

* Policies and interventions that sustain incomes and demand through social safety nets

* Policies and interventions that operate on the supply side, focusing on production and employment

They are briefly summarized in what follows.

2.1. General legal framework and governance

Basic requisites to confront the pandemic are having a general legal framework for the policies and in-
terventions that will be required, and a coordinating mechanism for decision making, implementation,

and monitoring.

State of Calamity

As noted, the government decreed the “state of calamity” (“state of emergency”) in early March, and the
general legislative framework has continued since then, being renewed on September 9 for another 30
days (Decreto 29-200 del Congreso de la Republica, which ratifies the Decreto Gubernativo No. 17-

2020, and extended the “Estado de Calamidad Publica” en Guatemala).

The State of Calamity was lifted in September 2020, leading to the reopening of the economy (see be-

low), but with recommendations to maintain physical distancing.

Central coordination

On May 24, 2020 the government formed the “Comision Presidencial de Atencién a la Emergencia
Covid-19” (COPRECOVID, Acuerdo Gubernativo Numero 65-2020), with the objective of advising the

President about mechanisms and protocols that the Executive Branch can implement to mitigate the

! The “Decreto Gubernativo Nimero 5-2020” mentioned in particular, freedom to operate (“libertad de accién,” art. 5 of Constitution), to circu-
late and move (“libertad de locomocién,” art. 26), to meet and demonstrate (“libertad de reunidon y manifestacion,” art. 33) and strike by public
employees (“libertad de huelga de los trabajadores del Estado,” art 116).

2 For instance, the same “Decreto Gubernativo Nimero 5-2020” authorized the purchase of goods, supplies and services without being sub-
ject to the requirements established in the State Procurement Law.



pandemic. The Commission is integrated by several Ministers (Finance, Labor and Social Welfare, So-
cial Development, and Agriculture, Livestock and Food), and the Secretariat of Planning and Program-

ming of the Presidency. An Executive Director was appointed to support the work of the principals.

Once vaccines became available in 2021, the government created the National Coordination Commit-
tee for Vaccination against COVID-19, with the participation of the Ministry of Health, the head of

COPRECOVID, and other public organizations, academia, and civil society involved in public health.

2.2. Policy responses related to health aspects

Obviously, when confronting a pandemic, health-related policies are central. In the initial report they
were separated into three main categories: a) those designed to prevent or reduce contagions; b) those
designed to track and isolate existing cases; and c) those designed to treat the sick. With the develop-
ment of vaccines, a fourth category was included in the second report: the advances in the vaccination

program.

Policies to prevent or reduce contagions

While these policies and interventions have been crucial to controlling the pandemic initially, they have
also been the ones with a more direct impact on the economic slowdown in 2020. Guatemala imple-
mented a variety of measures that included the shutdown of economic activities; curfew, restrictions of
movement and transportation, internally and externally; closure of schools, universities and public
places; restrictions on religious gatherings, sports and entertainment events, and public gatherings in

general; sanitary practices in workplaces, and preventive measures such as masks and social distanc-
ing.

The more drastic measures took place between March and June 2020. Since then, the government
started to reopen the economy. On June 2, 2020 the “Estrategia Nacional de Control de la Epidemia de
SARS COV-2 y Bases para la Desescalada de las Medidas de Reapertura Condicionada del Confina-
miento - Acuerdo Ministerial 146-2020 del Ministerio de Salud Publica y Asistencia Social”) was an-
nounced. The phasing out of the stricter confinement measures was determined according to the de-
crease in the number of positive cases, suspected cases and positive tests, evaluated in periods of 14
days. Four phases were defined: “Phase 0,” which was the preparation for the phasing out of control
measures; “Phase |,” with the start of the phasing out; “Phase Il,” with intermediate opening; and
“Phase lll,” the opening to the new normal. These phases were predicated on the evolution of the popu-
lation’s behavior, in turn related to the behavior of the population regarding the implementation of a se-

ries of measures to prevent the transmission of COVID-19.



Then, on July 25, 2020, through the “Acuerdo Ministerial Numero 187-2020 del Ministerio de Salud Pu-
blica y Asistencia Social,” it was determined that the restrictions imposed on a specific location will de-
pend on the current health alert there. Those locations were to be classified as "red-maximum®”, "or-
ange-high", "yellow-moderate" and "green-new normal,” based on the number of active cases per
100,000 residents. Conditions were to be assessed every 15 days. That classification would determine

when each location could reopen.

The specific measures until about the third quarter of 2020 were detailed in the initial report (Diaz-
Bonilla, Laborde, and Pifieiro, 2021). In September 2020, the government started to lift restrictions to
movements. The change can be appreciated visually using the “stringency index” calculated by the
Blavatnik School of Government of Oxford University (Chart 1),® which presents in a compact way the
number, coverage, and strictness of the restrictions applied. The indicators included in the index in-
clude a) closings of schools and universities; b) closings of workplaces; ¢) canceling of public events; d)
restrictions on gatherings (by the number of people involved); e) closing of public transportation; f) stay
at home requirements; g) restrictions on internal movements; and h) restrictions on international travel.

The overall index ranges from O (the country fully open) to 100 (fully closed).

The chart compares the value of the index for Guatemala with the median of values in the database for

LAC countries and for the world.

While initially Guatemala applied stricter controls to movements and activities compared to the median
of the world and LAC, the index dropped (indicating less restrictions) since about October 2020 and has
remained relatively stable since then. However, because the stringency index at the world and LAC lev-
els was changing, there are three distinct periods when compared to those other groups of countries:
Guatemala was below both comparators until late in 2021; then, it was at about the same level; and
lately in 2022, because the stringency index continued to decline in LAC and the world, while in Guate-

mala remained stable, now the country is above the world’s and LAC’s median (see Chart 1).

3 See the project by Oxford University “COVID-19 GOVERNMENT RESPONSE TRACKER” https://www.bsg.ox.ac.uk/research/research-pro-
jects/covid-19-government-response-tracker.
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Chart 1. Stringency Index-Guatemala
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Besides the policies restricting movements, it is essential to consider the reaction of the people. That
can be assessed using the indicator of people’s mobility calculated by Google. The cycle of stricter con-
trols in the first half of 2020 and the subsequent easing of restrictions can be appreciated from the data

on mobility in Chart 2. The data tracks mobility trends for six categories of activities.

o “Retail and recreation” (places like restaurants, cafes, shopping centers, theme parks, muse-
ums, libraries, and movie theaters);

o “Grocery and pharmacy” (places like grocery markets, food warehouses, farmers markets, spe-
cialty food shops, drug stores, and pharmacies);

o “Parks” (places like national parks, public beaches, marinas, dog parks, plazas, and public gar-
dens);

o “Transit stations” (places like public transport hubs such as subway, bus, and train stations);

o “Workplaces” (mobility trends for places of work); and

¢ “Residential” (mobility trends for places of residence) (see details in https://sup-
port.google.com/covid19-mobility/answer/9825414?hl=en).
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It shows mobility compared to the previous period without COVID-19. Negative, zero, or positive values
indicate that mobility for the category considered were below, equal, or above, respectively, compared
to the levels before the pandemic.

Chart 2. Changes in Mobility (Percentage from Baseline)
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Chart 2 presents the daily values for the indicators, starting with February 17%, 2020 and ending in May
2022. In February 2020, when no measures of containment were in place, there were no visible
changes concerning the baseline mobility. But in March 2020, there was a substantial decline in mobil-
ity that reached its bottom in April and May, with values between 20% to about 80% below the levels
before the pandemic (the indicator related to residential mobility increased is reflecting the fact that
people stayed at home and therefore there was more traffic there). Since then, with the easing of re-
strictions, mobility has been increasing, getting now (April/May 2022) above the pre-pandemic values
(with a correlated decline in residential mobility).

Policies designed to track and isolate existing cases

On July 25, 2020 through “Acuerdo Ministerial Nimero 187-2020 del Ministerio de Salud Publica y

Asistencia Social,” a system of periodic measurement of the incidence, the intensity of contagion, and
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the trend of COVID-19 was established, so that the risk for the population would be determined by loca-

tion.

Chart 3. Cumulative Total COVID-19 Tests per 1000 people
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Chart 3 compares total cumulative COVID-19 testing per 1,000 people in Guatemala with average test-
ing across the LAC region and the world (until early June 2021). At that time, Guatemala was clearly
below the values for LAC and the world (if instead of the average, the median is used the values for the
world are 366 and for LAC, 161, which are still clearly above Guatemala). It meant that the compara-
tively lower level of testing means that it is possible that a few cases are unreported. More recently
with the broader availability of test kits that can be bought by households and used domestically, it has
been more difficult to have an adequate count of the number of tests administered in many countries,

including Guatemala. This also affects the validity of statistics about the number of cases.

Policies designed to treat the sick

The main initiatives related to treatment that the Government took in 2020 were detailed in Diaz-
Bonilla, Pifieiro and Laborde, 2021 (using data from IFPRI Policy tracker). Since then, the pandemic
has been transitioning to a more endemic condition, and the treatments have been incorporated into
normal protocols for health services.

Vaccination program

The next Chart 4 shows the advances in vaccinations measured as the percentage of the population

with two doses, comparing Guatemala with the median of the world and LAC.
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Chart 4. COVID-19 Vaccinations
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Guatemala began vaccinating in February 2021, starting later than other countries in the region and in
the world. The latest data (May 2022) shows that Guatemala is clearly below the comparators and the
plans announced by the government (which expected to vaccinate 100% of the adult population
through August 2021; IMF, Policy Tracker).

2.3. Policy responses related to safety nets*

These are basically policies and interventions oriented to sustaining incomes and crucial expenditures
of vulnerable populations, separate from the productive activities discussed in the following section.

The main initiatives include the following:

*Bono Social” (a conditional cash transfer). The government waived conditionality and made payments

easier by opening banking accounts and other measures.

*Bono Familia,” a new emergency cash transfer that had the objective of reaching 2 million beneficiar-
ies receiving US $130 for 3 months (about US$ 780 million or 1.0% of GDP). Targeting was based on
electricity consumption below 200 kWh; and also poor households living with a single parent, elderly or

malnourished children.

*Risk Cash Bonus. Grants to health professionals and health personnel exposed to COVID-19.

4 This is based mainly on the data collected by Ugo Gentilini et al. 2021.
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*Adulto Mayor” (a social pension). It is a non-contributory program that was expanded (with a total

amount of some US$ 13 million).

*A program of food transfers and vouchers for food, medicine and inputs to prevent COVID-19. The
program focused on vulnerable families, including the elderly. It was jointly implemented by Ministry of

Social Development and Ministry of Agriculture (with a budget of about USD 91million).

*School lunches. Given that schools were closed during a period when students could not receive their
lunches (and/or breakfasts), a system was organized with parent associations through which the meals
program were converted into take-home rations for pick up at the same schools. It was expected to

reach 2.4 million children to receive food. Restrictions on the closing of schools were eventually lifted.

* There were some increases in the coverage and amount of electricity subsidies, and some targeted

measures to support low-income housing (IMF, Policy Tracker).

A report by the World Bank (2021c) estimated that the mitigation measures in Guatemala appeared to
have had a large coverage (about 85% of the population) with the value of the transfers representing
about 12% of the income pre-Covid19 of the households involved. This placed Guatemala in the top
three countries regarding population coverage but lower than the LAC average for transfers as percent-
age of pre-pandemic income (17.6% for all 16 countries with data, and 14.5% if Brazil is excluded®). In
fact, regarding coverage, a more recent report from the World Bank considered that it was the largest
expansion of social assistance programs in Guatemala’s history and in the LAC region: it increased
from less than 200,000 of the households (about 5% of households) before 2020, to some 2.7 million
households (or 80% of the families) with the temporary Bono Familia (the cash-transfer program)
(World Bank, 2022).

With the cash transfers implemented because of the pandemic there was a further convergence of so-
cial assistance programs (like the “Bono Social”) and more temporary humanitarian programs (such as
the “Bono Familia”) (as discussed later; see also Chapman et al, 2022 about that convergence in sev-

eral countries in LAC).

2.4. Policy responses related to production and employment

Here the focus is on policies and initiatives oriented to maintaining production and employment, which
support the supply side of the economy. But, to the extent that those productive activities generate in-

comes, they also contributed to strengthening the demand side of the economy.

Credit and banking facilities and regulations

5 Brazil has implemented a very generous program of mitigation measures, that covered 53% of the population with transfers that represented
64% of the pre-Covid19 income.
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The main initiatives in this regard included the following:

*Fondo de Crédito para Capital de Trabajo” for up to 3,000 million of quetzals, to provide credit in fa-
vorable conditions (up to 250,000 quetzals by operation) to individuals or firms to finance working capi-

tal to support the continuity of the operations of a business or firm.

*Fondo para las Micro, Pequefias y Medianas Empresas” for up to 400 million of quetzals, to extend
loans for entrepreneurs and business owners of MIPYMEs, through the Rural Development Bank
(BANRURAL).

* The Superintendency of Banks relaxed credit risk management regulations until the end of 2020 to
facilitate debt restructurings, loan payment moratoriums, and other aspects easing negotiations be-

tween banks and borrowers that face temporary liquidity constraints as a result of the pandemic.

Monetary policy

The Banco de Guatemala (the central bank) lowered its policy rate by 75 basis points to 2% on March
18, 2020, and on June 24,2020 implemented another cut to its policy rate by an additional 25 basis
points to 1.75%. The bank decided in March 2021 to maintain the rate at that level. Early in the pan-
demic the bank eased credit regulations to facilitate loan restructuring for stressed borrowers; those

measures were being gradually phased out since January 2021 (IMF, Policy tracker).

Employment

*The government announced a “Fondo para la proteccién del empleo,” with a budget of up to Q2,000
million of quetzals or (US$260 million, 0.3% GDP), to provide a wage subsidy to formal workers in pri-
vate sector whose contract has been legally suspended with the approval of the Ministry of Labor. The

payment was set at 75 quetzals or 9.7 dollars per day.

*A “Procedimiento Electrénico para Registro, Control y Autorizacién de Suspensiones de Contratos de
Trabajo (Acuerdo Ministerial NUmero 140-2020 del Ministerio de Trabajo y Previsién Social) was cre-
ated, a mechanism through which formal employers can request authorization to suspend the work
agreements with the employees as a result of the pandemic. The Ministry of Labor would then analyze

if the conditions are such that as an exception the work agreements can be suspended.

Adgriculture

In March 2020, the government announced a price support system to farmers through public purchase

of products from local producers by the Ministry of Agriculture.

Tax extensions and exemptions

The deadline for filing certain tax returns (like VAT) was postponed in 2020 due to the pandemic.
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Other tax-related measures included a) streamlining tax credit refunds to exporters; b) time-limited tax
postponements related to income tax payments and social security contributions; c) waiving of VAT on
medical supplies; and d) exemption from VAT and customs duties on all imports received as a donation
in favor of certain civil society, charitable and religious organizations which were duly registered in the

Registry of Legal Persons of the Ministry of Government.

2.5. Costs and Financing

To confront the pandemic the Executive proposed and Congress approved three fiscal packages, total-
ing about 3.3% of GDP.® Table 1 shows the breakdown between health and non-health fiscal expendi-
tures as percentage of the GDP,” compared to the average and median for LAC and for developing

countries.

Table 1. Fiscal Expenditures for COVID-19 (% GDP)

Total Health Non-health
Guatemala 3.3 0.2 3.1
Average LAC 3.8 0.8 3.1
Median LAC 3.1 0.5 2.7
Average Developing Countries 3.9 0.9 2.9
Median Developing Countries 2.9 0.6 2.1

Source: authors with data from IMF Covid19 policy tracker.

In total COVID-related (health and non-health) Guatemala was above the median for developing coun-

tries and LAC, but below the respective averages.

Within the non-health expenditures about 1.2% of the GDP represented social protection (cash trans-
fers and similar programs), while the rest was salary subsidies (0.3% of the GDP), funding for SMEs

(0.6%) and other programs (IMF, Policy Tracker).
The program was financed mainly through three sources (IMF, 2021).

*Multilateral loans: mainly US$250 million from IADB (Budget Support loan), US$200 million from the
World Bank (Disaster Risk Management loan), and US$594 million from the IMF.

*Borrowing in private international and local markets. Guatemala borrowed US$1,200 million from inter-

national markets on April.

6 Data from IMF tracking of policy responses to COVID-19; https://www.imf.org/en/Topics/imf-and-covid19/Policy-Responses-to-COVID-19

” There were monetary, tax postponements, utility waivers, and other economic measures in addition to the fiscal expenditures shown in Fig-
ure 11.
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*Money financing from the Banco de Guatemala, which received special authorization from Congress to
purchase Treasury Bonds (as established in article 133 of the Constitution) for up to 11,000 million
quetzals (some US$ 1.5 billion).

The fiscal stimulus financed through increased indebtedness and money printing has been necessary
to expand health services and investments and to avoid a larger breakdown in economic activity and
social conditions. As for many countries worldwide, questions regarding how to deal with increased
debt to GDP ratios and the monetary expansion would have to be addressed only once the pandemic is

fully under control (see section 8 on macroeconomic and financial aspects).

Since the beginning of the pandemic and until late May 2022 there have been some 860,000 confirmed
cases of COVID-19 and about 18,000 deaths (WHO, 2021).

Charts 5 and 6 show the evolution of daily COVID-19 cases and the cumulative value of those cases.
Then Charts 7 and 8 show the evolution of daily deaths related to COVID-19, and the accumulated
number of deaths.

Chart 5. Daily Evolution of Cases Related to COVID-19
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Source: Our World in Data.
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Chart 6. Cumulative Value of Cases Related to COVID-19
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Chart 7. Daily Evolution Deaths Related to COVID-19
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Chart 8. Cumulative Value of Deaths Related to COVID-19
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Considering COVID-19 cases two main waves can be seen in Chart 5 with daily values. Those two
waves can also be observed in the accumulated values in Chart 6 as the acceleration of the increase
and the two humps. Regarding deaths, there have been an initial wave in early 2020, a smaller one
around the end of 2020, a big wave towards the end of 2021 and then two small ones in 2022 (Chart 7).
Therefore, the accumulated number of deaths, although still increasing some, has shown a flatter trend
than the number of cases (Chart 8). It seems that the strong wave of cases in 2022 did not result in a
similar wave of deaths, while there was a tighter correlation in 2021. The decline in daily death rates
may be related to several factors, such as improvements in diagnosis and treatments, possibly some
increases in herd immunity (resulting from the strong impact of the previous waves), and that, after a
very uneven start, the program of vaccination has been advancing. It may also be the case that the sta-
tistics did not capture well the cases in the first waves, and/or differences in the ages/vulnerability of the

population affected (with more people vulnerable affected and dying in the first wave).

Chart 9 shows death per 100,000 population to compare the conditions in Guatemala to those in the
world and LAC (data for May 2022).
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Chart 9. Deaths per 100,000 Population
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Considering the indicator of deaths per 100,000 population, Guatemala shows one of the lowest indica-
tors in LAC, about in line with values for upper middle-income countries but higher than lower income
ones (with Guatemala being in between those income brackets).

Chart 10 shows the evolution of deaths per million compared to South America, the world, and low-in-
come countries. Although the deaths have been declining (as mentioned before), currently (late May

2022) Guatemala shows a worse indicator than the comparators in the Chart.
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Chart 10. Death per million people

Considering both Chart 9 and 10 there are some puzzling aspects that may need further analysis in
preparation for future pandemics. On one hand, Guatemala shows a relatively lower level of accumu-
lated deaths (Chart 9) compared to LAC, even though the country is also on the lower side in the region
regarding health expenditures as percentage of GDP and the percentage of population vaccinated with
two doses. Certainly, it may be just a matter of undercounting the deaths. But also, the fact that Guate-
mala is relatively less urbanized and less obese (two factors that appear associated with more infec-
tions and deaths) may help explain the lower percentage of accumulated deaths. On the other hand,
the daily rates of deaths since February 2022 (Chart 10), although far lower than before, are above
Guatemala’s comparators, even though, as noted, the stringency index is somewhat higher than the
median in LAC.

In general, these observations show the uncertain aspects associated to this pandemic: in a separate
exercise for all LAC, the authors did not find a correlation between the number of accumulated deaths
per million of population with health expenditures as percentage of the GDP. Further, while strictness of
lockdowns has had a negative impact on overall GDP, the authors did not find a correlation of the strin-
gency index with death rates related to COVID-19. Some preliminary studies at the global level sug-
gested that lockdowns slowed the spread of the virus, but their effectiveness differed across continents,
and in fact the LAC region in those analyses showed less (or no) effects on deaths from lockdowns
(Sulyok and Walker 2020).
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It may also be the fact that given the characteristics of LAC such as greater urbanization and employ-

ment in the urban informal sector, the population was unable or unwilling to fully comply with the lock-

down and other restrictions, and therefore at least some continued to move around (although the data
on mobility shows that lockdown policies did have an impact).2 A more time-detailed analysis would be
required to determine the combination of factors that explain the puzzles noted for Guatemala, and

those related to why LAC became the epicenter of the pandemic for some periods in 2020 and 2021.

4.1. Background

Guatemala is the fifth poorest country in LAC (measured by GDP per capita), while the percentage of
domestic poverty (measured at 5.5 PPP dollars/day per person) was close to 49% and about 59.3%
using the national poverty line (with data from the last household survey of 2013/4). Guatemala is also
one of the more unequal countries in LAC (itself a very unequal region) with a GINI of 48. Furthermore,
food insecurity has been a persistent problem in Guatemala, with the country having the fourth highest
rate of chronic malnutrition in the world and the highest in LAC, conditions that affect more indigenous
children and those in the lowest income quintile (World Bank, 2021b). Part of the problem is the limited
provision of adequate infrastructure and basic public services due to the low level of central govern-
ment revenues (which perpetuates low growth, poverty and inequality). In fact, in Guatemala govern-
ment revenue was somewhat more than 11 % of GDP on average in the last five years before the pan-
demic, while the equivalent value for LAC is about 24% and for all developing countries is close to 20%

(data from the World Bank, World Development Indicators).

In the next sections there is a brief discussion of some key economic and social variables during the

pandemic.

4.2. GDP growth

Table 2 shows the actual rates of the total GDP growth in 2019 and 2021, and the estimates by the IMF
in 2022 and 2023.

8 It may be possible that even though mobility declines, it would take just one member of the family to get infected to affect the
rest of the household given the context of crowded housing.
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Table 2. Real GDP Growth

Real GDP (% growth)
Average 1980-2018 2019 2020 2021 2022
3.0 3.9 -15 8.0 4.0
Source: IMF

Although declining in 2020, Guatemala’s drop in total GDP (-1.5%) was less dramatic than for the rest
of LAC (about -6.7%) and the rebound (8% growth in 2021 and an estimated 4% in 2022) also appears
stronger than what the IMF is projecting for the whole region (about 6.8% and 2.5%, respectively for
2021 and 2022).

The recovery was helped by the important fiscal package implemented by the Guatemalan government
to counterbalance the pandemic in 2020 (as discussed before), and, also, by the strong rebound of the
US economy which helped both to increase Guatemala’s exports and, particularly, the incoming levels

of remittances.® The latter that were about 13.6% of the GDP in 2019, increased to 14.6% in 2020, and
jumped to about 17.8% in 2021.

Chart 11 shows the annualized growth rate of the monthly index of economic activity (IMAE in Spanish)
and for the agricultural sector, calculated by the Banco de Guatemala from January 2014 until Decem-
ber 2021 (the last data available as of this writing). It shows the strong impact of the containment
measures, with a decline in growth from April to August of 2020, and a rapid recovery afterwards. It can
be seen as well that agriculture performed better than the aggregate economy and it would have been
even more positive had not been for the impact of Hurricanes Eta and lota, which can be seen in the

declines of the last months in 2020.

® In the initial report (Diaz-Bonilla, Pifieiro, and Laborde, 2021) we presented simulations for 2020 to 2023 using the MIRAGRODEP model
with epidemiological adjustments. They were performed around October 2020, with the information available at that time, and without including
governments’ policy responses, to try to isolate only the potential impact of COVID. IFPRI's projections for 2020 have resulted similar to the
actual numbers. However, as noted in the two previous reports, the actual rebound after 2020 has been stronger than the initial estimates, due
to the two factors mentioned in the text (the strong fiscal response and the increase in remittances) and that were not included in the original
simulations.
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Chart 11. Monthly Annualized Growth Rate Economic Activity & Agriculture

Annualized growth by month: Agriculture and IMAE
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Chart 12 shows the evolution of the economy in 2021 and 2022 by sectors (latest data from the Banco
de Guatemala covering until March 2022). The Chart shows that the largest decline in 2020 was in ho-
tels and restaurants, followed by transportation, other services, and education. On the other hand, agri-

culture grew (even with the impact of the hurricanes mentioned), as well as other sectors such commu-
nications and finances.?

In 2021 the sectors more affected in 2020 (such as transportation and hotels and restaurants) have
been the ones rebounding more noticeably.

10 From the sectoral point of view, the IFPRI simulations showed that the agricultural sector would have had positive growth in 2020, while the
affected sector were industry and services (which is what happened). For 2021, the simulations suggested that the agricultural sector could
have been affected negatively by the delayed impact of the pandemic, while the other sectors would have rebounded. Data shows that agricul-
ture grew in 2021 but less than the economy as a whole, in part helped by better prices of agricultural commodities in world markets.
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Chart 12. Annualized Growth Rates of Economic Activity by Sector

IMAE by Sectors
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4.3. Inflation

There were concerns at the beginning of the pandemic about jumps in inflation due to the disruptions in
supply of a large variety of products. However, as shown in Chart 13 (with the Consumer Price Index),
in 2020 there was rather a small decline in the average annual inflation (from 3.7% in 2019 to 3.2% in
2020), reflecting the drop in demand because of the decline in incomes and employment. However, in
2021, with the strong economic rebound mentioned before, inflation increased to about 4.3%, still in line
with the last years, and below longer-term averages (the average inflation for the period 2000-2019 has

been 5.5% per year).
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Chart 13. Annual Inflation (CPI, annual % change)
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In April 2022 (the last data available as of this writing, published in May 2022) the annual inflation rate

measured by the CPI was 4.6%, still in line with the last years.

Chart 14 shows a comparison of total inflation and food inflation. During the pandemic it seems that

food inflation declined compared to total inflation (FAOSTAT data).
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Chart 14. CPI & Food Inflation
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However, in the early 2022 there has been some acceleration in the prices of food (annualized increase
of 5.6% in April 2022). Transportation also increased significantly (8.8%) (data from INE, Indice de Pre-
cios al Consumidor, Mayo 2022). These jumps appear to be reflecting already higher world prices for

fuels and some agricultural commodities, which were taking place even before RUC and have been fur-

ther pushed up by the war (see later).

Chart 15 goes deeper into the components of the basic food basket, which includes 34 items (INE). The
Chart compares the average prices in January-April 2022 with the same period in 2020 (i.e., it is a two-
year price increase). It also includes the average increase in the CPI between those two periods (bro-

ken red line, which is an accumulated of about 9.4% for the two-year period).
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Chart 15. Price Change in Products of the Basic Food Basket

Price Change in Basic Food Basket
(% change in Jan-Apr 2022 compared to Jan-Apr 2020)
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Vegetable oil (affected by the high jump in global prices of those products due to droughts in South
America and then by RUC, and export restrictions in some main exporters), rice, beans, tomatoes, on-
ions and sugar have shown increases above the average increase in total CPI. At the same time there
are other staple food products (such as corn tortillas, milk, several meat products, and eggs) that have
shown smaller increase than the CPI (or even declines such as the case of eggs, potatoes, salt, and

coffee).

As a point of reference, it can be noted that the minimum wage in 2021 was adjusted up by 4.75%, but
there were no increases in 2020 due to COVID-19. Therefore, the minimum wage may not have kept
pace with increases in the prices of food items. On the other hand, as discussed before, the coverage
of the social assistance programs increased significantly during thee pandemic, from 5% of the house-
holds (or less than 200,000) before 2020, to some 80% percent (2.7 million) with the temporary Bono
Familia (the cash-transfer program) (World Bank, 2022).

In analyzing the impact of the pandemic on food consumption it is also important to consider the ex-
change rate, given that most of the food products (and energy) are tradeable internationally. The nomi-
nal exchange rate (solid line) has been relatively stable (Chart 16; it should be noted that the last dot is

for 2021). This helped to stabilize inflationary expectations and the cost of imported items.
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Chart 16. Nominal Exchange Rate (Quetzales/US dollar) and Real Exchange Rate (index)

Source: authors with data from Banco de Guatemala
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The nominal ER at end of May 2022 was about 7.7 Q per US dollar, similar to the average of 2021.

What must be noticed, however, is that the real exchange rate!! (broken line measured on the right-
hand axis from the reader), has been appreciating against the US dollar, which affects growth and em-
ployment perspectives in the whole economy. This is a common problem in developing countries that
try to keep relatively fixed the nominal ER to help stabilize domestic prices and the functioning of the
financial system, but because the inflation rate does not converge to that of the trading partner (in this
case the US), the real ER continues to appreciate, affecting the tradeable sector. In 2022, however, the
acceleration of inflation in the US, which seems higher so far than in Guatemala, may lead to some real
depreciation of the Quetzal versus the US dollar, restoring part of the lost international competitiveness
(this analysis needs to consider also other currencies and not only the USD).

1t is calculated in a way that a decline indicates a loss of international competitiveness (appreciation of the domestic currency). Sometimes
the RER is calculated as the reverse. And in addition, some calculations include other currencies and not only the US dollar (called the “effec-
tive” exchange rate) (see the definitions in Diaz-Bonilla, 2015).
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4.4. Poverty and malnutrition
In the previous IFPRI reports we presented simulations for 2020 to 2023 using the MIRAGRODEP

model with epidemiological adjustments, performed around October 2020, with the information availa-

ble at that time, and without including governments’ policy responses (see Annex A).

The simulations compared changes in consumption, measured against a baseline without COVID-19.
Food consumption in 2020 was estimated to decline compared to the baseline without the pandemic,
but not equally across food items (Diaz-Bonilla, Pifieiro, and Laborde, 2021). Consumption of dairy,
meat and fruits, vegetables and pulses (FVP) were expected to decline more than grains and sugar,
while processed foods did not decline in the simulations. The simulation for 2021 consumption of most
products still showed declines compared to the baseline. Therefore, it was noted then that the simula-
tions suggested both a decline in food consumption and a shift in composition towards less adequate
diets continuing in 2021. However, an important aspect to be noticed is that the simulations (as was ex-
plained before) were done without considering the policy responses, which were still evolving at that
time. It was shown in previous sections that the government of Guatemala expanded social protection
and other related programs, which should have certainly cushioned the economic shock of the pan-

demic on employment and incomes, and therefore food consumption.

Chart 17 shows the estimated evolution of extreme poverty (at 1.9 PPP dollars/capita/day) in the initial

report (Diaz-Bonilla, Pifieiro, and Laborde, 2021).

Chart 17. Guatemala, Extreme Poverty (millions of people)
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Extreme poverty was estimated to increase to some 1.75 million people in 2020, or somewhat more
than 600,000 persons above the about 1.14 million that were calculated to be in that category in 2019.
Then with the recovery it was considered that the number of extreme poor would drop to between 1.2
and 1.33 million people (optimistic and pessimistic scenarios respectively) in 2021 and to between 1.18
and 1.27 million people (optimistic and pessimistic scenarios, respectively) in 2022. Therefore, the

prevalence of extreme poverty was estimated to remain in 2022 above the 2019 levels.

A report of the World Bank (2021c) estimated the difference in what would have been the poverty levels
at 5.5 PPP dollars/capita/day during 2020, considering the situation without and with policy responses.
It estimates that pre pandemic the number of poor at that poverty line would have been around 7.2 mil-
lion people, which would have increased some 8.4 million people without considering the policy re-
sponse, but with the strong expansion of the safety net the number of poor would have been 7.74 mil-
lion. In the previous report (Diaz-Bonilla, Flores, Pifieiro, and Zandstra, 2021) it was noted that if similar
proportions (resulting from the increase in coverage of social protection) would be applied to the num-
bers reported in Chart 17, then instead of an increase of somewhat more than 600,000 people in ex-

treme poverty in 2020 that number would have been about 550,000 people.

More recent estimates from the World Bank (2022) are in Table 3.

Table 3. Poverty & Equity Indicators

Poverty and Equity Indicators (in 2011 PPP prices and % of population)
2019 2020 2021 Pre COVID 2020-
2016-2019 2021
Poverty rate $5.50/day 47.8 52.4 51.7 48.4 52
Vulnerable rate $5.5-$13/day | 36.5 33.7 34.3 36.1 33.9
Middle class ratio $13-$70/day 15.2 135 13.6 14.9 135
Gini Index (0-1 scale) Index 0.485 | 0.485 | 0.481 | 0.485 0.483

Source: World Bank, 2022

Those numbers suggest that even with the strong economic growth in 2021 and the decline in the inci-
dence of poverty, the percentage of poor in that year (51.7%) was still above pre-COVID levels (similar
pattern as the IFPRI estimates presented in the two previous reports). Also, while the percentages of

vulnerable population and the middle class improved in 2021, they were still below the levels per-

12 The previous report (Diaz-Bonilla, Flores, Pifieiro, and Zandstra, 2021) presented results from 2020 high frequency telephone surveys im-
plemented by the World Bank in many countries in the world, including Guatemala (https://www.worldbank.org/en/programs/Isms/brief/lsms-
launches-high-frequency-phone-surveys-on-covid-19). It was shown that the number of people suffering from food insecurity problems de-
clined from the first wave of surveys to the last (in August); for instance the respondents that have gone at least one day without food due to
lack of money dropped from about 15% in May 2020 to some 10% by August 2020; also, the question about whether the respondent was hun-
gry (but not completely lacking food, as in the first question), dropped from 33% to 20% during the same period. It seems that the negative
impact on food security was declining during the year, in line with the opening of the economy. There have not been additional surveys for
Guatemala after August 2020. If the percentages of August 2020 are utilized there would have been about 1.6-1.7 million people suffering
from complete lack of food, or close to the numbers simulated for extreme poverty (for which the poverty line is the one that allows food con-
sumption for the minimally accepted levels of energy).
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COVID, presumably because they went down to enlarge the ranks of the poor and did not rebound

completely. There is however a small decline in inequality.

In summary, those numbers suggest a longer lasting effect on poverty from COVID-19 even after the
strong rebound of 2021 and the expected growth in 2022. This means that the previous problems of
poverty and related deficiencies in nutrition in Guatemala have been deepened by the pandemic and
that even more powerful policy interventions will be needed in the near future. Furthermore, the impact

of RUC has to be considered (see next section).

As mentioned before, in addition to the impact of the pandemic and the adverse climate events (mainly
hurricanes Eta and lota), since February 24, 2022, the world is feeling the impact of RUC. As a back-
ground to additional comments later in the analysis of some food value chains, here some basic infor-

mation is presented.

Chart 18 shows the importance of Ukraine and Russia in some key agricultural products.

Chart 18. Global Market share of key products

Source: Laborde 2022

33



Both countries combined represent about 12% of the traded calories at the world level, mainly related
to wheat, sunflower and sunflower oil, and to a lesser extent corn (maize) and barley. While Russia ap-
pears to continue trading these products, Ukraine has been more affected.

Russia represents about 15% of the market of nitrogenous fertilizers, 14% of phosphates, and 19% of

potash (to which it can be added the 18% of Belarus as this country has been involved in the war).

Further, Russia represented before the war 13% of oil production and 11% of its trade, and about 17%

of gas production and some 19% of exports (considering LNG plus what is transported by pipeline).

The combination of war (as it happened in the past with Korea, Yom Kippur, and Iran-Iraq), plus the
strong acceleration of the world economy product of the expansionary fiscal and monetary policies fol-
lowed until recently by many large countries, and climate events in some key agricultural producers,
have led to an increase in commodity prices even before RUC.

Next Charts focus on food and fertilizers, presenting two views: one in levels adjusted by overall infla-

tion (“real” prices) and the other as a change in nominal prices (inflation). Chart 19 shows the indices
for food and fertilizers calculated by the World Bank, adjusted by the US inflation (i.e., the purchasing
power of the US dollars, with base-year 2010). The last data are for May 2022.

Chart 19. Food and Fertilizer Indexes

Food and Fertilizer Indices (adjusted by US inflation)
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The inflation-adjusted index for fertilizers (broken line) has increased significantly in the last months,
although it is still below the peaks in 2008 and in the mid-1970s. In the case of food (solid line), the in-
crease has been smaller, with about the same levels of 2008 and 2011, but clearly below the real
prices of the 1970s.13

Charts 20 (food) and 21 (fertilizer) show now the rate of increase in one-year (broken line) and two-year
(solid line) windows for the same food and fertilizer indices but in nominal terms (i.e., not adjusted by

purchasing power of the US dollar). Again, the last numbers are for May 2022.

Chart 20. Food Inflation

One and Two-year inflation: Food
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13 A comparison of the 2008 price spike with the 1970s can be found in Diaz-Bonilla, 2010. A discussion of the different indicators that can be
utilized to analyze the evolution of prices is Diaz-Bonilla, 2015 and Diaz-Bonilla, 2016
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Chart 21. Fertilizers’ Inflation

One and Two-year inflation: Fertilizers
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In general terms, in both the case of food and fertilizers, the one and two-year jump in prices is im-
portant, but they are still below similar events in 2008 and the mid-1970s.

Chart 22 shows the inflation-adjusted price of wheat (solid line) and the 2-year nominal inflation.

36



Chart 22. Wheat Inflation

Wheat: inflation-adjusted price and 2-year inflation
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In the previous cases of price spikes, as shown in all charts, the inflation-adjusted prices in levels and
the rate of change of nominal prices (inflation) tended to stabilize and then decline. Although the evolu-
tion of those prices must be continuously monitored, history suggests the need to avoid drastic policy
reactions as if the prices were to stay high forever (or even worse, as if they would continue to keep in-

creasing).

Table 4 presents a preliminary calculation of the potential impact of changes in prices on different ex-
port and import of agricultural products from Guatemala in 2022, compared with year 2020. We are us-
ing the 2-year inflation by May 2022 for each group of products, based on the World Bank “pink sheet”
database for all products, except for the groups of meat and dairy which use data from FAO Food Price
Indices. For wheat and corn (and products) we use the inflation for the primary product, and for
oilseeds and products, we use the change in soybean oil. In the case of the rest of agricultural exports,
we use the 2-year inflation from the World Bank aggregate index for agricultural products, but for the
rest of agricultural imports we apply the World Bank aggregate index for food products, which is higher
than for agriculture (that asymmetric valuation may be underestimating the additional value of exports

and overestimating the increase in the costs of imports).
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Table 4. Estimate of the impact of prices on exports and imports

2020 2022

million USD 2-year inflation Increase in value
Banana 1160 12.8 148.1
Coffee 684 73.8 504.8
Sugar 598 77.5 463.2
Palm Oil 466 197.8 921.7
Subtotal 2908.0 2037.8
Rest of Agricultural Exports 32134 64.5 2071.9
Total Agricultural Exports 6121.4 4109.7
Wheat and products 440.7 153.8 677.9
Corn and products 330.8 139.6 461.8
Oilseeds and Products 454.7 186.6 848.5
Meat and products 298.2 28.4 84.7
Dairy and products 247.4 39.1 96.7
Subtotal 1771.8 2169.7
Rest of Agricultural Imports 1398.7 86.2 1205.1
Total Agricultural Imports 3170.5 3374.8
Fertilizers 286 230.8 660.2
TOTAL 3456.5 4034.9

Source: authors with data from FAOSTAT, World Bank “pink sheet”

Several points need to be noticed. First, Guatemala is a net exporter of agricultural products (and also
of food products; those categories have basically the same value for Guatemala, according to
FAOSTAT data'4). Second, the increase in prices happens on imported products, but also on exported
ones. Therefore, it is important to see the total effect, and not only the potential negative impact of
higher food import prices. Third, considering only the four principal products (about 44% of the exports),
they would increase in value by about 2 billion just through the price effect while looking at all agricul-
tural exports (which are estimated at a lower inflation rate than for imports), the value increase in 2022
would be about 4.1 billion. Fourth, the costs of food imports also increase, but the total jump (almost 3.4
billion USD) is less than the increase in the value of exports (about 4.1 billion USD). Fifth, the cost of
fertilizers increases by a significant amount (some 660 million), but the combined additional costs of
food and fertilizers imports are, in this preliminary calculation (about 4 billion USD), still less than the
potential positive impact of higher prices on food/agricultural exports (some 4.1 billion USD as noted).

Therefore, at least looking only at food and fertilizers, there does not seem to be (yet) a negative impact

14 This suggests that the structure of agricultural exports is similar to the structure of food exports, and therefore the assumption used in Table
5 would show a more negative impact on the agricultural/food trade balance than in may be in reality. The more conservative assumption is
nonetheless kept here.
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on the trade balance. However, these calculations do not consider the impact on the trade balance of

energy prices, which would certainly be negative for Guatemala.

Another point to be noticed is that Guatemala buys most (if not all) of the food products from the Ameri-
cas, particularly from the US. Different is the case of fertilizers, which include Russia and other sources
(see Chart 23).

Chart 23. Origin of Fertilizer Imports

Source: Laborde, 2022.

Therefore, on the production side, it is important to follow the evolution in the market of fertilizers,
where the overall impact so far has been on prices rather than availability (more details are in the anal-
ysis of specific value chains below). On the consumption side, the fact that food prices of export and
imports are increasing implies that the impact on consumers (as different from Guatemala’s trade bal-
ance), particularly the poor and vulnerable needs to also be monitored and countered with stronger so-
cial assistance programs (see the section on Policy Conclusions). In other words, while the increase in
food prices may be neutral (and even mildly positive) for Guatemala’s trade balance, the situation at the
consumer level may be more negative (see the analysis of inflation for food in general and for several
food products). The final effect will also depend on how the growth and trade effects translate into em-
ployment and incomes. This analysis would require a specific simulation with an economy-wide model

of Guatemala, which is not attempted here.
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This section includes a more detailed analysis of some food value chains, to determine whether the
pandemic and the policies applied to control it, may have affected those products. At the same time, as
noted in the introduction, the country has been hit by the hurricanes Eta and lota, and, recently, it is
feeling the impact of RUC. Therefore, the narrative includes references to those other developments as
well. The focus is on seven products: maize, beans, poultry meat and eggs (updating the analysis in the
previous report), plus sugar, wheat and products, and bovine meat (which were added to this report).

Table 5. Analyzed Products

Calories (kcal/cap- | % total Proteins (g/cap- % total

ita/day) ita/day)
Maize and products 832.0 33.2 21.7 315
Beans and pulses 139.0 5.5 9.1 13.3
Poultry 69.0 2.8 5.9 8.6
Eggs 49.0 2.0 3.7 54
Sugar 469.0 18.7 0 0
Wheat and Products 290.3 11.6 9.1 13.2
Bovine meat 43.0 1.7 4.8 7.0
Subtotal 1891.3 75.5 54.3 79.0
TOTAL 2506 100 68.6 100

Source: authors with FAOSTAT database

Table 5 shows the importance of those products in food consumption in Guatemala, using calories
(measured in kcal/capita/day) and proteins (grams/capita/day): they represent about 75% of the calo-
ries and 79% of the proteins in the consumption of that country. The food value chains analyzed were
selected both because of the importance in the diet, but also because they have a large domestic pri-
mary production component, except for the case of wheat that is all imported (although part of the prod-

uct is also reexported).

In what follows there is a description of the value chains selected and the channels through which the
pandemic have impacted those products, and some references to the climatic and geopolitical events.
Then, there is a discussion of the evolution of prices in domestic markets, and finally some policy con-
siderations. Production in all value chains have fared relatively well notwithstanding the pandemic, but
some were affected by the hurricanes at the end of 2020. In general, food and agricultural production is
among the least affected industries in Guatemala and one with the highest potential to generate eco-
nomic development going forward. Currently, the increases in the prices of some food products and fer-

tilizers need to be also considered, and some observations are included in the following sub-sections.

40



This brief description of target value chains for Guatemala focuses on the most affected functions of
each value chain by COVID-19. These functions are access to inputs, technologies, dealing with pro-
duction conditions and limitations that were induced by social distancing and other infection prevention
practices. Other areas shocked by the pandemic are demand and changes to commercialization

schemes as well as support services.

6.1. Maize/corn

The maize value chain has the largest number of actors of any food value chain in Guatemala distrib-
uted across the country. It also has the most diverse type of farmers in scale, source of inputs, planting
dates and length of cycle and most of them are under-subsistence farmers. Also, there is a clear divi-
sion between white maize (for human consumption mainly in tortillas) and yellow maize (used in animal
feed formulas). Because of the different characteristics, understanding the effects of COVID-19, or

other effects, in this specific sector requires separating the analysis into white and yellow maize.

Considering only the primary product, Guatemalan production meets over 95% of the national demand

of white corn, but only 16.5% of the yellow corn demand (Escobedo Aguilar, 2018).

However, trade data does not separate both types of maize, and it also includes maize products. Next
Chart 24 shows the percentage of imports over domestic consumption of maize and products (without

distinguishing between white maize and yellow corn.
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Chart 24. Maize Imports as % of Domestic Consumption
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Guatemala has a total of 3,856,000 hectares in agricultural land (FAOSTAT, 2019), divided into
2,045,000 hectares for crops and 1,811,000 hectares in pastures (and meadows). Total area harvested
with corn (FAOSTAT, 2019), which does not distinguish between white and yellow, was about 865,000

hectares. Therefore, this product represents some 22% of total agricultural area and 42% of crop area.

White maize is a heritage crop grown mainly for household consumption, which highlights its im-

portance in national food security.

Table 6. White maize

Value Chain

Function

Critical value chain character-
istics

COVID-19 effect
(March 2020-Pre-
sent)

Climate Change
Extreme Events
Effect (Eta and
lota from Novem-
ber 2020-May
2021)

Russia-Ukraine
Conflict -RUC
(February 2022 to
Present)

Input supplies and

production

Largest number of actors of any
food value chain in Guatemala
which makes it difficult to reach
and coordinate. Data from 2011
indicates that 1 million farmers
cultivated corn/maize. It was es-
timated that 40% are commercial
farmers and 60% are subsist-
ence ones. Production levels

National t programs
to support produc-
ers face sizable
challenges to reach
most, spatially dis-
persed farmers.

From 22 depart-
ments in Guate-
mala, 16 were af-
fected by both
storms, with dam-
age being concen-
trated in Alta Ve-
rapaz, lzabal,
Quiché,

Production costs for
maize have been in-
creased significantly
since the Ukrainian
invasion. In Jan 2020,
production costs re-
vised in both coun-
tries revealed that the
share of expenses for
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vary across different regions dur-
ing three different planting cycles
based on the rainy seasons
along the year. It is widely docu-
mented that most maize is
grown under hillside agriculture
with low levels of technology
such as improved genetics and
irrigation. Peten and Alta Vera-
paz are the dominant production
regions (Escobedo Aguilar 2018,
ICTA 2020).

Guatemala is not completely
self-sufficient in white maize pro-
duction, yet it manages to export
roughly 2,700MT of white maize
(in grain and tortilla-ready flour)
to different countries (Trademap,
2018 reported by Escobedo,
2018).

Huehuetenango,
Petén, Zacapa
and Chiquimula.
About 5 million
people were af-
fected in these ter-
ritories where 60%
of the second pro-
duction season of
maize was wiped
out.

The two natural
phenomena also
caused damage in
the eastern de-
partments of Olan-
cho and El Para-
iso, the latter
through which lota
entered; and to a
lesser degree in
Comayagua and
Francisco Mora-
zan, in the center;
and Choluteca
and Valle, in the
south. Two major
floodings in two
weeks and over
800ml of rain
wiped out circa
50% of the second
production season
of the year.

fertilizers was circa
18%. In late April
2022, the share of to-
tal production costs
for fertilizers in maize
went up to 42%.

ICTA, the national ag-
riculture research ser-
vices of Guatemala,
reported retracted
area of seed produc-
tion due to fertilizer
costs.

Hillside agriculture practiced by
most smallholder farmers with
limited access to improved
seeds and fertilizers.

Change in cost of
inputs, particularly
fertilizers. The
change in cost due
to pandemic-related
inflation was circa
12% according to
several sources and
ICTA Guatemala.

Seed scarcity for
the next season in
2022 as the prev-
alent practice by
small-scale farm-
ers is to produce
their own seed.

Fertilizer prices have
affected some in
hillside agriculture,
but not everyone.
Small-scale farmers
do not rely heavily on
mineral fertilizers,
while medium-scale
and large-scale maize
producers rely on hy-
brid seed and a tech-
nology package heav-
ily focused on mineral
fertilizers and pesti-
cides.

Limited access to seed of im-
proved varieties released by the
National Agricultural Research
Institute (ICTA). Only less than
5% of white maize farmers ac-
cess improved varieties.

Less farmers ac-
cess seed of im-
proved varieties

due to social dis-
tancing, logistics

The entrance of
Eta and lota to the
region did not af-
fect seed planting
of maize which

ICTA’s budget for
seed production dou-
bled as a result of in-
creased fertilizer
prices.
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limitations and over-
all increase of cost
of living.

starts in late No-
vember (the dry
season).

Highly vulnerable to climate
change, particularly with severe
droughts typical between July
and September.

2020 was a good
cropping cycle
given the rainfall
pattern and avoid-
ing food scarcity
during COVID-19
restrictions.

2021 second sea-
son was affected
in 16 of 22 depart-
ments reducing
output by 60% of
maize in the sec-
ond season of
2020. In Hondu-
ras, the national
output was re-
duced by 50%, but
leading maize pro-
ducing depart-
ments like Olan-
cho lost 80% of
their output due to
Eta and lota.

Absence of contract-farming has
enabled a system of intermediar-
ies that do not provide any ser-
vices such as financing or tech-
nical assistance.

Commercialization

All links of food
value chains de-
clared essential
workers, so the
commercialization
of white maize has
been uninterrupted.

There were local-
ized disruptions
where the hurri-
canes hit harder

Latest data (April
2022) on inflation in
transportation costs
was higher than for
the overall CPI: an
annualized increase
of 8.8% against annu-
alized total inflation of
4.6% (INE)

12-18% increase in
market price associ-
ated to COVID-19.
This increase has
been due in part to
increased produc-
tion and logistics
costs.

Source: Authors

Chart 25 shows the price of maize tortilla (data from the “Canasta Basica Alimentaria” reported by INE;

last data from April 2021).1°

15 INE standardizes the quantity in 460 grams and reports the price in Quetzals for that amount. The same happens with the other products

discussed immediately, although the weight changes in some products.
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Chart 25. Corn Tortilla (Q/460grs)

Corn Tortilla: Q/460grs
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It should be noted that this is the consumption of the product already processed (tortillas), and not the
price of the primary product (white maize). Nevertheless, the discrepancies in the evolution of both the
processed and the primary product cannot be large. In any case, the chart shows that the consumer
price of this key product (representing about one third of the consumption of calories and almost 32% of
proteins; see Table 6) has not changed much from the average during the period considered (since last
guarter of 2017), except for the price spike in 2018. In other words, the pandemic does not seem to
have registered at the level of consumer prices of tortillas (although this can be a combination of lower
supply and lower demand, and not that there were no problems in the value chain). However there has
been an acceleration of the price of tortillas in the early 2022, which may reflect the impact of the global

geopolitical turmoil on world food prices.

The last price reported by INE at the time of this writing (April 2022) was 3.77 Q/460 grs, about 5.6%
above the average since 2017 of 3.57 Q/460 grs. It should also be noted that compared to the value in
2017, the increase is almost 10% in nominal terms, when the cumulated inflation since 2018 and until
2021, is about 21% (therefore in inflation-adjusted quetzales, the price of tortilla in April 2022 was lower
than in 2017).

Moving to yellow maize (see table 7), it was noted that is mostly imported and the domestic production
is mainly by medium to large producer.
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Table 7. Yellow Maize

Critical value chain characteris-
tics

Value Chain
Function

COVID-19 effect
(March 2020-Pre-
sent)

Climate Change
Extreme Events
Effect (Eta and
lota from Novem-
ber 2020-May
2021)

Russia-Ukraine
Conflict -RUC
(February 2022 to
Present)

Guatemala imported on average 1.2
million MT of yellow corn during
2016-2020.

Getting access to
corn in 2020 was
difficult as other
countries with large
poultry sectors
(China, U.S. and
Brazil) were also
buying feed more
aggressively than
usual.

There was some
decline in domes-
tic production in
the areas affected
by the hurricanes.

See white corn on the
impact of prices of
fertilizers, energy and
transportation costs.

Input supplies and production

Change in cost of
inputs, particularly
fertilizers

Nearly 83% of yellow maize con-
sumed in the country is imported
from the U.S. and Brazil.

Commercialization

COVID-19 has cre-
ated strong compe-
tition for available
stocks. While this is
positive for produc-
ers, it is not for
small countries try-
ing to stock for the
next few months of
feed. The year 2020
has been a good
year for interna-
tional yellow maize
sales (Gantz, 2021)

The large majority
of the yellow corn
is imported.
Therefore, the im-
pact of the hurri-
canes on domes-
tic supply was
marginal (the de-
cline in domestic
production was
compensated by
imports)

Prices of yellow corn
jumped almost 140%
in May 2022 com-
pared to two years
before, below the in-
creases leading to the
2008 global food cri-
sis, and in the 1970s.
The price of yellow
corn adjusted by US
inflation is still below
the period from 1960
to early 1980s, and
the peaks in 1996,
2008, and in 2011-
2013.

Source: Authors

A main consideration for the supply of corn (especially yellow) is the impact of the price of fertilizers and
of energy on production costs. An indicator is the relation of the price of the product compared to the
price of fertilizers and of energy. If the ratio goes down it means that the input (fertilizers or energy) is
getting more expensive compared to the price of the product, signaling a cost push, and, potentially,
leading to a reduction of profit margins. However, as there are other components of production costs,
these ratios give only a partial idea of the pressure on profit margins. With those caveats in mind, the
next Charts 26 and 27 present those ratios using world prices, which given that Guatemala is a rela-

tively open economy can give an indication of the domestic ratios.
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Chart 26. Ratio Corn price / Fertilizers Cost

Ratio of price of corn to cost index of fertilizers
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Chart 27. Ratio Corn Price/Qil price

Ratio of price of corn to price of oil
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The ratio of the price of corn to fertilizers is close to the low values of 2008 and are clearly below the
long-term average, signaling a cost pressure. In the case of oil, it is declining but above the average
since the 2000s. The charts suggest the need to continue monitoring the impact of fertilizer and energy

prices on production costs.

6.2. Beans

Chart 28 shows the percentage of imported beans in domestic consumption. Basically, Guatemalan
consumption of these products depends on domestic production. Table 8 discusses the main charac-

teristics of this value chain.

Chart 28. Beans Imports as % of Domestic Consumption

Imports as % of Domestic Consumption
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Table 8. Beans
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Input supplies and production

270,000 ha planted with differ-
ent beans (7% of all the agri-
cultural area in Guatemala,
and some 13% of cropland;
FAOSTAT, data for 2019).
ENA reports a total production
of 136,363MT, but the US Dry
Bean Council estimates the
2020 production levels at
251,304MT, consistent with
the last four-year average (US
Dry Bean Council 2020).6 Be-
cause more than 42% is culti-
vated in association with
maize both crops undergo
similar challenges accessing
inputs, technology and mar-

kets.

Farming families planted
the first season under
normal conditions. No of-
ficial numbers on total
area planted are availa-
ble, but markets are
flushed with local pro-
duction while prices in-
creased circa 13% above
the normal changes from

season to season.

Most of the area planted is
low-tech, low-yield, hillside ag-
riculture throughout three
cropping cycles: 37% first sea-
son from May-August, 39% in
the second season from Au-
gust/September to October;
and 24% planted in November
and December and harvested
in February of the following
year. The departments of Pe-
ten, Alta Verapaz and Jutiapa
are the main producers where
most of the area geared to the
market is produced.

Change in cost of inputs,
particularly fertilizers in
areas like Peten, Alta
Verapaz and Jutiapa
where more technology

is used.

As in the case of maize, the
National Agricultural Research
Institute (ICTA) has worked for
decades releasing improved
varieties. Unfortunately, there
is no national system or pri-
vate sector involvement in the
dissemination of those varie-

ties. As a result, less than 5%

COVID-19 restricted ini-
tially the ability of farm-
ers to access quality
seed of improved varie-
ties. It was feared that
the progress gained in
dissemination of bean
varieties would be lost

during that period. Yet

70 thousand
tons of beans
that could be at
risk of being lost,
reported the Su-
perior Council of
Private Enter-
prise (COSEP).

No effect rec-
orded yet as the
first production
season was
planted in late
May to early
June 2022.
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of bean growers plant quality

seed of improved varieties.

yields do not seem to
have suffered in 2020.

Beans are highly susceptible
to drought, pests, and dis-
eases. Uneven rain patterns,
droughts and higher tempera-
tures have turned bean pro-
duction into a more expensive

crop.

2020 was a good crop-
ping beans which has
helped keep prices only
10-15% above last year's

prices.

No known national organiza-
tion of bean producers has
been identified. Most farmers
sell at farm gate and the few
cooperatives function under
asymmetric market infor-
mation between. High price
variation along the year as pe-

riods of scarcity precede the

All links of food value
chains declared essential
workers, so the commer-
cialization was not inter-
rupted.

Guatemala faced an un-
certain situation with
black bean availability in

May given the world’s

than in local markets. 2019.
Amounts still undetermined for
2019 and 2020.

_E next harvesting cycle. Since limited stocks of dry
E March 2020 world stocks of beans. It was a fortunate
-‘f—‘j dry beans (all market classes) | year in terms of the even
E have been historically low due | rainy season during the
§ to Mexico and Argentina’s bad | year except for areas
crops. that received excessive
Historically, Guatemala has rainfall during two tropi-
imported between 500,000MT | cal storms (Eta and lota).
and 1.5 million MT per year
from multiple origins, but
mainly 60% from China and
circa 20% from the United
States (Ortiz Izaguirre, 2015,
ICTA 2020).
Guatemala imports black 10-15% increase in mar- | Processing con- | There has not
beans every year from China, | ket price associated to tinued from been institutional
Argentina and other sources. COVID-19. This increase | China, Argentina | purchasing of
o Multinational retailers and has been due in part to and the U.S. beans, thus set-
% food processors prefer to buy | increased production and | (North Dakota ting prices for the
§ beans abroad as prices and logistics costs. and Michigan). end of the cur-
a volumes are more constant rent season.

Bean prices have
been on the rise
(see Chart 29).

Source: Authors
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Chart 29 shows the evolution of the price of beans (“frijoles”) also as registered by INE in its calcula-

tions of the Canasta Basica Alimentaria.

Chart 29. Beans (Q/460grs)

Beans: Q/460grs
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While the price of corn tortillas did not change much during the pandemic, beans (about 5% of calories
and 13% of proteins in average national consumption) have become more expensive since mid-2020: a
jump of about 17% over pre-pandemic levels; and although prices declined somewhat in the first

months of 2021, they are still about 12% above the average values for the period 2017-2019.

This behavior in prices was explained by some level of panic demand in several countries, and short-
ages in world markets during the pandemic: although as mentioned the supply of beans in Guatemala
is mostly domestic, supermarkets also import some amounts to smooth availability for consumers, and
there were supply problems in world markets. The world's largest producers and exporters of dry beans
are the USA (North Dakota, Michigan, and Idaho), China, Argentina, Brazil, and Ethiopia. Inventories
were running low due to strong sales in early 2020, while the next harvest in the US and China started
later in October 2020; and in Argentina and Brazil with the harvesting season being only in April 2021,
both countries were hit by droughts affecting supplies (there is no reliable information for Ethiopia on

available inventories or next season forecasts).
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The combination of these factors led to world prices in mid-2020 jumping some 20% above the 2019
levels, and, while declining since then, have maintained prices of beans in 2021 still above the pre-pan-

demic levels.”

RUC led to a further acceleration of the price of beans in Guatemala that reached 7.89 Q/460 grs in

April 2022 (the latest INE data), about 13% above the average of 6.96 Q/460 grs since 2017. Also, the
accumulated inflation in the price of beans since 2017 has been about 17.6% when total inflation since
2018 and until 2021, has been about 21%. Therefore, in the case of beans, as in the corn tortillas men-

tioned before, the inflation-adjusted price is lower than the values of 2017.

6.3. Poultry meat and eggs

Chart 30 shows the percentage of poultry imports on domestic consumption.

Chart 30. Poultry Imports as % of Domestic Consumption

Imports as % of Domestic Consumption
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Close to 2/3 of the national consumption of poultry meat is supplied by domestic producers. However,

the national industry depends almost entirely on imports for genetic material and animal feed (see Ta-

7 The prices estimated from inquiries with traders were a) Ethiopia red and black US$ 975 / TM; b). Michigan Polished Red US$ 1190 / MT;
and c) Argentina Red $ 950-1000.00 / TM.
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ble 9 below). On the other hand, the supply of eggs for human consumption in Guatemala comes basi-

cally all from domestic producers (the average percentage of imported eggs with respect to domestic

human consumption is less than 0.4%).

Table 9. Poultry

VValue Chain Function

Critical value chain characteris-

tics

COVID-19 effect
(March 2020-Present)

Climate Change
Extreme Events
Effect (Eta and
lota from Novem-
ber 2020-May
2021)

Russia-Ukraine
Conflict -RUC
(February 2022 to

Present)

Input supplies and production

The country's production is esti-
mated at 572 million pounds
(USDA and FAO estimates, inter-
viewee did not provide source)
and about 5.6 billion eggs. Guate-
mala has an estimated 264 million
poultry with a total of 156 million
birds slaughtered for 2019.

In face of COVID-19
demand forecasts, the
poultry sector cut pro-
duction by 18%. Coinci-
dentally, the price of
feed went up 18% in a
matter of weeks, a phe-
nomenon not seen in
over a decade. Futures
purchases of grain (yel-
low maize and soy) do
not point out prices will

come down.

According to the data available
from FAO, Guatemala had a pro-
duction of around 5.4 billion eggs
in 2017, equivalent to 273,400
metric tons. The country's per
capita consumption would be esti-
mated at 323 eggs per person
and with a similar projection for
2018.

Cutting down produc-
tion in April meant not
replenishing herd
stocks which took place
in the last three weeks
of April, but operations
returned to normal in
May 2020 in response
to steady demand.

No change associ-
ated to this value

chain.

Soybean, a major in-
gredient in animal
feed, registers a
30.1% increase in
price imported in
Guatemala. Yellow
maize increased
38% in the same pe-
riod. Overall, prices
are up 12% from
June 2021 to May
2022.

Commercialization

Guatemala is a net importer of
chicken, mainly from the United
States with more than 90% of the
total. The growth rate of imports in
value for 2014-2018 was 11.3%.
with an estimated 5,250 42,000-
pound containers per year. The

country also imported about 1,000

Market prices of
chicken and eggs have
also creased from 15%-
18%. The influx of Mex-
ican eggs has alarmed
the poultry sector, but it
only happens some

months out of the year.

No change associ-

ated.

The poultry and egg
value chain con-
tracted 20% during
the first two months
of the pandemic, but
increased production
(to 2019 levels) as
early as June 2020.
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containers of mechanically The shock of in-

deboned chicken paste, which creased commodity
serves as raw material for the prices used in feed
sausage industry. Leading import- has been the major
ers are Pollo Lindo and Pollo source of price in-

Rey1® creases (still under

computation), pri-
marily in the Feb-
March 2022 window.

Source: Authors

Consumer prices for poultry meat and eggs reported by INE are shown in Chart 31.

Chart 31. Poultry (Q/460gr) and Eggs (Q/648gr)

Poultry Meat (Q/460gr) and Eggs (Q./648gr)
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Poultry represents 2.8% of the consumption of calories and 8.6% of proteins, while eggs account for
2.0% of calories and 5.4% of proteins. The price of poultry meat at the consumer level was in fact de-
clining during the pandemic, but started to climb again in 2021, and further accelerated during the early
part of 2022. The price of eggs shows greater variations: it was increasing at the end of 2019 before the
pandemic, which accelerated in mid-2020 peaking about 14% above the values of 2018-2019; then it

18 Food and Agriculture Organization (FAO) d and MINECO 2019
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declined to that average, only to have increase afterwards. Those cycles have been influenced by the
strategies of producers (discussed elsewhere in this report) that first cut production estimating declines
of demand, while on the demand side there was some shifting towards eggs as a source of protein rein-
forced by a certain amount of panic buying. With the economic conditions stabilizing, also the gyrations
in the market for eggs seem to be moderating. There may have been some impacts from the illegal

trade with Mexico (discussed in other parts of this report).

Currently (April 2022, last data from INE as of this writing) is 13.39 Q/460grs, about 7.8% above the av-
erage from 2017 (12.42 Q/460grs), and about 7.6% above the price in 2017 (compared to accumulated
inflation of some 21% since then). In the case of eggs, the price in April 2022 is 13.27 Q/648grs, about
3.2% above the average of 12.86 Q/648grs for the whole period since 2017, and about 9.5% above the
starting price of 2017 in INE’s database. Again, this accumulated inflation for eggs is below the total in-
flation since 2017 of about 21%: therefore, for both poultry meat and eggs, currently, even with the ef-

fect of RUC, prices of these two products appear lower in inflation-adjusted terms than those in 2017.

Another consideration is related to production costs: next Chart 32 shows a ratio of the price of poultry

and the price of corn in world markets.

Chart 32. Ratio Poultry Price/Corn Price
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As shown before, a lower ratio would indicate loss of profit margin (the price of poultry would be lower

compared to the price of corn). Currently, the ratio is in middle level values, considering history.

6.4. Wheat

Chart 33 shows the percentage of wheat and wheat products on domestic consumption.

Chart 33. Wheat Import as % of Domestic Consumption

Imports as % of Domestic Consumption
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This is a product completely imported. The fact that imports exceed domestic consumption is because
part of the product is reexported (or processed as wheat products) and exported. Table 10 discusses

the main issue for this value chain.

Table 10. Wheat

. Climate Change Russia-Ukraine Con-
(8] .
= Extreme Events flict -RUC
o o ) . COVID-19 effect (February 2022 to Pre-
£ C Critical value chain characteris- Effect (Eta and
T o ) (March 2020-Pre- sent)
S = tics lota from No-
p sent)
5 vember 2020-
<
> May 2021)
w < Guatemala imported circa 2 million | COVID-19 brought No specific The combined effect of
o
% S | MT of wheat in 2021. Domestic about significant change associ- the crisis on price of
% '§ production is negligible, making changes not experi- | ated to climate. wheat has resulted in a
‘g _E— Guatemala a net importer of wheat. | enced before in the 175% increase in wheat
£ G bakery sector. Sales prices from May 2020 to
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stayed stable, but June 2022. Comple-

new areas of ex- mentary ingredients
penses to deliver such as vegetable oll
bread to consum- and sugar also in-

ers. The price of creased in price, further
bread was among contributing to the in-
the first ones to suf- crease in the final prod-
fer the impact of uct (see below).
COVID-19-related

price hikes.

As in other sectors
dealing directly with
customers, hygiene
is high up the list of
customer concerns
as a result of coro-
navirus. Although
this is not a direct
problem for wheat
importers, it is an

added cost for

Commercialization

wheat millers and
their network of cli-
ents being forced to
increase prices or

reduce bread size.

Source: Authors

Wheat and products represent about 11.6% of the consumption of calories in Guatemala and 13.2% of
proteins. But as they are basically imported, this value chain depends on what happens in world mar-
kets. Before (Chart 22) it was shown the evolution of world prices. Here, the next Chart 34 presents the
evolution of domestic prices in the Canasta Basica Alimentaria tracked by INE for bread (solid line,
measured on the left axis from the reader) and pasta (broken line on the right axis) (INE standardizes

most values, with some exceptions such as eggs, for 460 grs).
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Chart 34. Bread and Pasta Prices Evolution

Bread and Pasta (Q/460 grs)
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Price of bread stayed stable but the one for pastas increased during the pandemic. They were clearly
affected further by RUC, as shown by the increases in early 2022. The current (April 2022) price of
bread (“pan francés”) and of pasta (average of all types) are respectively 8.06 Q/460grs and 7.56
Q/460grs, when before the invasion they were 7.47 and 4.70 (representing increases of almost 7% and
about 4.5% respectively). The averages for both products during 2017-2022 have been, also respec-
tively, 7.30 Q/460grs and 6.81 Q/460grs. Therefore, current prices, are about 9-10% above the aver-
age, and increased some 12.4% and 15.5%, correspondingly, since 2017. The smaller increase in the
final price when compared with the big jump in world prices reflect that the incidence of the primary

commodity (wheat) in the final products is relatively small.

6.5. Sugar

Guatemala is a world exporter of sugar. However, the country imports sugar products, which, converted
into the raw equivalent, amount to less than 4% of domestic consumption (but that coefficient has been

increasing; see Chart 35).
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Chart 35. Sugar Imports as % of Domestic Consumption
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Table 11 shows the main issues related to this value chain.

Table 11. Sugar

2019

s Climate Change | Russia-Ukraine Con-
2 Extreme Events flict -RUC
S o . ) COVID-19 effect (February 2022 to Pre-
L Critical value chain characteris- Effect (Eta and
c ) (March 2020-Pre- sent)
s tics lota from No-
S sent)
e vember 2020-
>
T>:s May 2021)
Guatemala is the fifth largest ex- Labor transportation | There are limited | Processing information
o porter in the world and the second and social distanc- reports on the on the impact of the ferti-
g in Latin America by volume (2.5M ing affected the sec- | impact of climate | lizers and the energy
()
< metric tons in 2021 alone). It em- tor in the first change on sugar | costs crises for the sec-
=
g ic ploys more than 60,000 direct jobs | months of the pan- production. tor. Although the pro-
;.% and circa 400,000 people indirectly. | demic. cessing of sugar is fed
g by electricity generated
c
8 with burning of crop de-
bris, sugar transportation
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and packaging still de-

pends on imported com-

modities and petrol.

Source: Authors

Sugar represents about 18.7% of calories consumed but 0% of proteins. Chart 36 shows the evolution

of the price of sugar to the consumer.

Chart 36. Sugar Price Evolution
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It remained stable since 2017 and until the pandemic, when it experienced a small increase. Then, it
jumped, starting before the Ukrainian invasion, stabilize since then at the current price of 3.66
Q/460grs. This is about 13% the average since 2017 of 3.24 Q/460grs. The cumulative increase in

price since 2017 has been about 16.2% (below the accumulated inflation since 2017).

On the production side another consideration since the Ukrainian invasion is the relations between the
price of the product and the price of fertilizers. Chart 37 shows the ratio using the index of nominal

prices of fertilizers calculated by the World Bank.
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Chart 37. Ratio Sugar Price/Fertilizers’ Price
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The ratio is close to the worse values for sugar during the period considered.

Chart 38 shows the percentage of imports over domestic consumption.

6.6. Bovine meat
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Chart 38. Bovine meat Import as % of Domestic Consumption
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The supply of bovine meat is mostly domestic: imports in 2019 represented less than 12 % of domestic

consumption, but with an increasing trend: the percentage about double since 2010.

Table 12. Bovine Meat Value Chain

c Climate Ukrainian Crisis
2 Change Ex- (February

e COVID-19 ef-

= treme Events 2022 to Present)
L " . . fect

< Critical value chain characteristics Effect (Eta and

© (March 2020-

5 lota from No-

o Present)

= vember 2020-

©

> May 2021)

The bovine inventory of Guatemala reported in the | Effects on production have not been recorded given

year 2003 it was approximately 1.8 million heads. | the long life-cycle of bovine production. Eta and lota

In 2019, the inventory increased to 2.9 million were responsible for some cattle losses in the depart-
heads, of which 49% are used for dual purpose ment of Izabal (the third most important by heads of
(meat and milk), 35% are meat producers, and cattle), but this did not make it to the reports.

16% are dedicated to the specialized production
of milk. About 8% of the bovine livestock is raised | Bovine production is vastly non-stabled, with 78%

by households owning up to 20 heads, while 92% | grass-fed, and the rest with mixed feeding methods.

Input supplies and produc-
tion

is raised in circa 108,000 farms throughout the The sector is dominated by mid-size herds in three
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country. The highest concentration of bovine live-
stock is in the departments of Peten (18%), Es-
cuintla (13%) and Izabal with (9%). INE’s National
Livestock Census reports livestock raising activity
in every department with 90% dedicated to meat

and dairy production (double-purpose breeds).

major departments, it is not input intensive (like swine
or poultry) and only less than 5% of farms have ac-

cess to improved genetics.

Producers buy inputs retail

and without guarantee of quality. The farms show
low productivity indexes, especially small and me-
dium producers who lack the technology and ade-
guate means to produce, given the resources that
they have available on their own farms. They also
display deficiencies in their management models
for cattle farms.

The herds lack health care, no

there are public or private services that monitor,
prevent, or certify the presence of diseases. Live-
stock production models are extensive and do not
consider elements of

environmental conservation.

Commercialization

It is estimated that livestock contributes about 500
million dollars per year in direct income. This in-
come comes from 1.4 million liters of milk pro-
duced per day, in addition to half a million head of
cattle sold for meat.

There is no direct relationship between the ranch-
ers and the formal processing industries. Transac-
tions are made

through intermediation and informality, with fiscal
implications. The business decisions of selling the
production of live cattle and raw milk area carried

out without updated information on market prices.

Although it is an important food sector in Guatemala,
the bovine production system is mainly for domestic
consumption and around 17,000MT in exports to
Mexico and the Central America region (INE 2021).
The Guatemala National Statistics Institute (INE) re-
ported slaughtered bovine livestock for the domestic
market in 2020. The report uses secondary data from
municipalities which are officially deputized by the
Ministry of Health to handle those facilities. Unfortu-
nately, this is the only year such information is availa-
ble at this level of detail in Guatemala. The twelve
months of 2020 offer a glimpse at the national con-
sumption every month capturing two months before
COVID-19 and the first signs of recovery. Total pro-
cessed meat (reported in hundred-weight units
(c.w.t.) is passed to metric tons.

In Jan, for instance, 5,576MT were processed with
February showing a 3.8% decrease. Using the month
of February as the last normal month for consumption
prior to the pandemic restrictions, it is documented
that March decreased 11% while April declined 28%
with respect to February. The decreasing trend in vol-
umes consumed continued in May (18.5%, (June
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16.8), July (12.3%) and August (9.3%). December
2020 was the first month to show an increase (5.3%)
in consumption with respect to pre-pandemic condi-
tions driven most likely by higher expenditures in food
typical of the end of the year.

November, which is the month of the tropical storms
Eta and lota, only showed a 3.1% decline. See chart
40.b for details on the information reported by INE
(2021).

Source: Authors

Bovine meat represents about 1.7% of the calories consumed in Guatemala, and about 7.0% of the

proteins, below the consumption of poultry.

Chart 39 shows the evolution of the price of bovine meat (with and without bone), since 2017, with in-

formation of INE for the Canasta Basica Alimentaria.

Chart 39. Bovine Meat Price Evolution
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The prices have been declining in nominal terms from 2017 to 2019, stabilized during first year of the
pandemic (2020), and started to climb since 2021, accelerating even before the Ukrainian invasion. In

the case of bovine meat without bone, the price in April 2022 reached 29.39 Q/460 grs, about 5.6%
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above the average price of 27.83 Q/460 grs for the whole period covered in the Chart. Accumulated in-
flation since 2017 has been only 3.45%, significantly below the cumulative inflation since 2017 (which,
as noted, has been 21%). In the case of bovine meat with bone, the price in April 2022 reached 17.38
Q/460 grs, or 6.5% above the average price for the period in the Chart (16.32 Q/460 grs). Accumulated
inflation since 2017 has been only 3.33%, again significantly below the cumulative inflation since 2017
(which, as noted has been 21%). Therefore, the inflation-adjusted price of bovine meat has been de-
clining in Guatemala, which may be related to the increasing competition of poultry as well as the larger

imports of beef shown in Chart 38.

6.7. Some considerations about the operation of the selected value

chains during the first year of the pandemic (2020)
The business climate during the first two years of the pandemic for the food value chains considered in
this assessment can be divided into several periods that capture the changes faced by the producers
and industry representatives interviewed. From April to June 2020, reports on disruptions in production
costs and supply flows were limited as many industries were still grappling with what the pandemic re-
strictions meant to their business. From July to September 2020, data started emerging on the strug-
gles faced by producers, processors, and retailers as the first assessments were written and published
by the local newspapers. By the last quarter of 2020 and afterward, with the reopening of the economy,
and increases in mobility of the population (discussed before), the record-setting toll on the tourism and
hospitality industries, international travel, foodservice, and other jobs in the informal economy has been
abating. The programs implemented by the government, with the help of international organizations,

also supported incomes and employment.*®

Although the news of nation-wide support programs was well received by the private sector, decision-
making among operators of the value chains analyzed relied on market reaction within their immediate
geographic scope. In the case of the value chains analyzed the biggest impact from COVID-19 on the
Guatemalan market came from decreased demand as international and national travel (business and
tourism) came almost to a halt. In addition, many jobs were lost, and households had to adjust to tighter
food purchasing budgets in a matter of three months, initially with minimum hope of relief programs

from the Government.

19 For example a World Bank program in 2020 included the following components: a) expanding safety nets, including extending the wage
replacement program for formal workers furloughed in the private sector and scaling up coverage of cash transfers programs from 5 to 10
percent of the households (from 166,000 households in 2019 to 330,000 in 2022); b) broadening access to health services for all students
enrolled in pre-primary and primary public schools and provide school meals at home while schools are closed, as well as food rations to vul-
nerable households; c) adopting comprehensive screening measures to prevent increases in malnutrition and food insecurity for 50,000 at-risk
children; and d) providing temporary liquidity through working capital financing to at least 4,500 micro, small and medium enterprises, of which
2,000 women owned.
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On the supply side, increased production costs on most inputs in the first part of the pandemic were es-
timated at 10 to 18% and up to 30% in areas further away from major cities and major ports (particularly
in densely populated areas such as Alta Verapaz). This increase in costs was combined with delayed

logistics that forced producers and processors to opt for more expensive inputs, incurred expenses into

idling personnel, and added indirect costs by abruptly shifting production plans.

As noted, there were different phases, and, towards the end of 2020, clear signs of recovery began to

emerge showing the resiliency of those value chains.

Government of Guatemala’s immediate focus on food security was favorable for all value chains

It was mentioned before that the government strengthened social and food safety nets through a variety
of mechanisms. For decades, Guatemala has faced chronic malnutrition in rural and urban populations
(FANTA 111 2018. Global Nutrition Report 2018). Limited access to food in the minimally required caloric
intake and the dietary mix has been worsened by the effects of COVID-19 on the economy as increas-
ing prices on basic staples force the poorest economic strata to spend more on carbohydrates (cereals
and fats) and less on meats and vitamin and mineral-rich fruits and vegetables (see the analysis of di-
ets in the section with the simulations with IFPRI’s model). This level of awareness (and the fear of se-
vere food scarcity) among government institutions prompted a government led campaign to promote
food production right at the onset of the rainy season in 2020.

A focus on boosting food security by planting more basic grains was the most accessible tool the gov-
ernment had to prevent hunger. Other links in the chain were also set on high alert to respond with pro-
cessing, logistics and retailing capacity. For instance, while Guatemala imposed social distancing re-
strictions just weeks before the major production season for maize, beans, and other important food
staples started, all food handling personnel were declared “essential workers.” As a result, maize,
beans as well as poultry producers (chicken and eggs) and other food producers adopted social dis-
tancing protocols but did not stop working. Therefore, all value chains have been able to continue with

production and processing activities, although under new schedules and standards.

COVID-19 impact on the maize and beans value chains

While some of the value chains analyzed experienced adjustments in production due to lower demand
and increased production costs, the most serious effects initially feared during the period of uncertainty
in the weeks at the onset of the pandemic (April to June 2020) did not materialize. Because the produc-
tion activities are mostly seasonal (with the exception of a few large-scale producers), the positive fac-
tor that boosted confidence in the sectors was the even rainfall pattern throughout the first production
season (April-Aug) which produced above-average yields of maize and beans. The expectation during
the beginning of the cycle was that there was going to be a long drought in July and August threatening
yields and household food security. Information on harvested amounts was inaccurate. However, the
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outcome of the harvest was good; the second production season was also important for grain produc-
tion across the country even when heavy rains affected northern areas of the country during the ETA

and IOTA tropical storms.

Cultivated areas for maize increased in 2020 from 925,000 ha to 1,261,000 ha while beans went from
182,000 ha to 193,000 ha in the 2020 agricultural year. Overall grain production increased by more
than 8% in 2020 with respect to 2019 (ENA 2020, reported by Prensa Libre, 2020).

Poultry chicken and eggs gained market share during the first year of the pandemic

Microeconomic information about this sector is rarely published by the leading producers. The effects of
other policies by the government of Guatemala that influenced food production by commercial farming

and processing operations in poultry meat and eggs are still under-reported.

Interviewees in the sector were open about their own efforts and strategies to face the pandemic. One
of the first reactions at the beginning of the pandemic was to cut back production in response to an ex-
pected drop in consumption. At the same time, poultry operators rushed to secure several months’
worth of feed supplies (soy and yellow corn) before bigger players in world markets induced a price

hike with increased purchasing.

Fortunately, the reduction in production only lasted during the last three weeks in April 2020. By early
May 2020, urban and rural markets were buying chicken and eggs at higher-than-expected rates. By
early May, slight increases in demand compared to 2019 where registered, explained by consumer

preference for lower-cost chicken and eggs as opposed to beef and pork. Orders to halt the purchase
of fertile eggs were reversed and feed and other supply purchases were placed more aggressively to
prepare for the upcoming months. By then, China and the big poultry players of the world were also

buying soy, micronutrients, yellow maize, vaccines and other inputs leading to rising input prices (see

more details in Diaz-Bonilla, Flores, Paz, Pifieiro, and Zandstra, 2021).

Interviewed in the first months of 2021, some poultry operators confirmed that the biggest challenge
during COVID-19 was securing the feed supply (soy, yellow corn and micronutrients), packaging (paper
and plastic), and fertile eggs. These are inputs that are mostly imported, and Guatemalan producers
compete against the big poultry players in China, Brazil and the U.S (AHO 2020).

Mexico’s illegal trade of chicken meat and eggs has increased during the pandemic

Mexico is not legally allowed to export poultry products to Guatemala due to animal health measures
agreed upon. Regardless of the prohibition, the illegal trade of chicken meat and eggs has happened
for decades and seems to have increased during the pandemic. Mexico competes with lower costs and
being contrabanded products, they do not pay import taxes. The amounts imported are hard to deter-

mine, but it was estimated at 5-7% during several periods along the year. It is important to note that this
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illegal trade, while may be affecting Guatemalan poultry producers and benefiting the Mexican counter-

part, also lowers prices for Guatemalan consumers.

Small, medium and large poultry growers face similar situations

The key informants contacted in medium or large companies mentioned increases in costs, market
shifts, and the cost of inputs. On the other hand, small players in rural areas do not seem to have felt
the effects on COVID-19 at the same rate. In rural areas, markets have been buying more and at higher
prices; municipalities have emerged as new players on the purchasing side, trying to maintain supply

for their population.

The overall picture has so far suggested a situation of resilience in the food value chains analyzed,
which are showing signs of slow, but steady market recovery. Although the government launched sev-
eral programs supporting farmers and micro, small and medium enterprises (MSMES), none of the in-
terviewed producers (whose cases are discussed in more detail in Diaz-Bonilla, Flores, Paz, Pifieiro,
and Zandstra, 2021), had the experience of applying to any of these funds or were aware of what hap-

pened to those programs in the poultry business.

6.8. Further considerations about the operation of the selected value

chains in 2021 and early 2022.
During 2021, all value chains started to normalize their supply operations (they were recovering from
the pandemic and also, from the impact of the hurricanes). As noted, the reopening of the economy and
the domestic stimulus package, plus the strong monetary and fiscal measures in developed countries
especially the United States, resulted in higher world growth, more exports and remittances, all of which
benefited the Guatemalan economy: as a result, the economy rebounded strongly in 2021 (8% growth
for total GDP) and growth projections are still high in 2022 (4%) (see Table 2).

The main problem in late 2021, which started before RUC, was an acceleration of global inflation, prod-
uct of the still lingering effects of the pandemic on the supply side due to strained logistic systems and
workers reluctant to return to work, and the acceleration of demand because of the enormous fiscal and
monetary stimulus in developed countries (especially, as noted the United States). In fact, the world
economy grew at 4.8% in 2021, the highest growth in GDP per capita of the last of more than six dec-

ades.
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With the war, there was a jump in the prices of fertilizers, already discussed. Here we present the ratio
of the prices of three important products for the Guatemalan economy (coffee, banana, and palm oil)
with respect to the cost of fertilizers. All those products experienced price increases in world markets.
They are not as relevant from the point of view of the consumption of calories and proteins as the prod-
ucts discussed before, but they are important for production and exports.

The next Charts 40, 41, and 42 show those ratios. As before, a lower ratio indicates some decline of
profit margins, at least in relation to the price of fertilizers (other components may move in different di-

rections).

Chart 40. Ratio Palm Oil Price/ Fertilizers’ Price
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Chart 41. Ratio Banana Price/Fertilizers’ Price

Ratio of price of product to nominal index of fertilizer prices
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Chart 42. Coffee Price/Fertilizers’ Price
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In all three cases, although the ratios are not the lowest in the period shown in the Charts (since 1967

until May 2022), they are getting closer to those values, indicating a cost pressure from fertilizers

prices. Therefore, it is important to monitor the evolution of the prices and availability of fertilizers and

ensure an adequate supply of those products (more on this in section 7 on Policy Considerations).

6.9. Final comments

The combined effect of COVID-19, Eta and lota and the latest rise of fertilizer prices has been limitedly

analyzed in recent months. Nevertheless, the following effects of these phenomena on value chains un-

der study can be summarized as follows.

A drop in production during the first months of the pandemic, followed by an increase in input
and transportation costs that affected most value chains (known in media outlets as the con-
tainer and logistics crises).

A drop in household incomes that led families to prioritize the purchase of basic foods at the ex-
pense of processed foods and less essential items. This was rapidly addressed by a series of
laws and regulations easing the delivery of food vouchers and negotiating average prices for the
basic basket of foods with the leading, organized food industry.

Reactions by MAGA to adverse market conditions were interrupted by Eta and lota in November
2020, destroying 30-40% of the expected maize and bean harvest during the most important
season of the year in 16 of the 22 departments, increasing the risk of seasonal food insecurity in
key hotspots in the country. The effects of Eta and lota are still felt in Guatemala in the form of
increased vulnerability to food security and lack of seeds for subsequent cropping cycles of
basic grains.

Higher-than-normal inflation rates affecting the cost of inputs, transportation and services were
passed down to food prices during the June-September 2020 period but were quickly stabilized
by increased production. This outlook changed for maize and beans with Eta and lota in No-
vember 2020.

Official government responses to the effects of the Ukrainian invasion by Russia are starting to
be documented. Upon further data review, it was established that fertilizer prices started in-
creasing in September 2021 with the rise of natural gas, the transportation crisis and weather
events affecting manufacturing of the most demanded granular formulas. The Russia-Ukraine
Conflict exacerbated this issue jumping prices even further. In July 2022, urea fertilizer in Gua-
temala has increased about 300% over the cost in July 2021. The Government, however, has
not reacted to the problem with subsidies to fertilizer prices, as other countries like the Domini-

can Republic have been doing.
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The next section presents policy suggestions with costs and financing related to the different problems

analyzed in the previous sections.

In this section, we discuss some ideas about policies and investments needed to complete the transi-
tion from the pandemic and address, on one hand, the shocks coming from RUC while, on the other
hand, improving welfare conditions in Guatemala, especially for the poor and vulnerable, in the middle

to longer term.

7.1 Health Issues

As noted in the initial report (Diaz-Bonilla, Pifieiro, and Laborde, 2021), the original simulations by
LSHTM based on epidemiological considerations estimated a larger number of deaths absent health
mitigation measures than what seems to have occurred in Guatemala with the mitigation measures ap-
plied and during the period considered. Therefore, a preliminary conclusion in that report was that the
health measures implemented in Guatemala would have had the beneficial result of reducing the death
toll (the actual numbers reported for the country during a comparable period have been less than 20%
of the original projections by LSHTM). The IFPRI report also noted, however, that the difference could
have been not because of the mitigation measures applied but due to a) the original model overesti-
mated the number of deaths in the unmitigated case; or b) the number of true deaths has been higher

than officially recorded.

Moving to the present, the indicator of accumulated deaths as proportion of the population?® shows that
Guatemala has one of the lower indicators in LAC, but it is about in line with the values for upper mid-
dle-income countries and higher than lower-income ones (with Guatemala being in between those in-
come brackets). As noted, the number of deaths has been declining in Guatemala, as in the whole
world, due to the advances in vaccination, increases in “herd immunity,” better treatments, and, also,
perhaps because the more vulnerable population was affected and died in the early waves. Yet, within
that declining trend, the current (late May 2022) daily rate as a proportion of the population is somewhat
higher in Guatemala than for other comparators shown in Chart 10 (South America, the world, and low-
income countries). The fact that Guatemala is still above other comparators on deaths rates may be re-
lated to the relatively lower vaccination rates compared to other countries in the region (Chart 4), and

the fact that it spent less on health measures related to the pandemic than the average and median in

20 Sometimes measured as deaths per 100,000 people, while other times is presented per 1,000,000 people.
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LAC (Table 1).2! Obesity, urbanization, living in slums, and employment in the urban informal sector,
are other factors that may influence the impact of the pandemic. However, in some variables, such as
obesity and urbanizations, Guatemala is below the levels of LAC, while is higher in the proportion of
people living in slums and there are not adequate comparable numbers for employment in the informal
sector. A more detailed analysis would be required to determine the combination of factors that made

the pandemic have greater impacts in some countries than others.

However, given what we know there are some things that can be done. First, Guatemala may need to
accelerate the vaccination rate (the country last data shows a full vaccination rate of about 34% of the
population against a simple average of 58% for LAC; Chart 4). Second, Guatemalan population may
also benefit for a stronger program of contact tracing and improvement of treatment protocols. This
should be part of the general strengthening of the health system: currently, Guatemala spends about
271 US dollars per capita (current 2019; World Bank, WDI database), which even when it is in line with
the average of expenditures for developing countries, it is still below the average for LAC (662 US dol-
lars/person). Guatemala’s expenditures as percentage of the GDP are about 6.2%, below LAC’s aver-

age of almost 8%, but above developing countries in general (about 5.3%).

For example, increasing health expenditures to reach the same average percentage of the GDP as
LAC would represent additional expenditures of about 1.8% of the GDP. Of course, the definition of the
health program and its costs requires a more detailed analysis, which is not intended here.

7.2 Poverty, Nutrition, and Social Protection

a) Background

Guatemala was suffering from poverty and nutrition problems before the pandemic. Table 13 presents

some indicators.

Table 13. Poverty and Nutrition Indicators

World World
Guatemala average | median
Gini index 48.3 37.7 36.8
Poverty headcount ratio at $1.90 a day (2011 PPP) (% of population) 8.8 13.0 3.1
Poverty headcount ratio at $3.20 a day (2011 PPP) (% of population) 24.4 25.6 114
Poverty headcount ratio at $5.50 a day (2011 PPP) (% of population) 49.1 41.3 33.0
Prevalence of stunting, height for age (modeled estimate, % of children under 5) 46.1 20.6 18.5
Prevalence of wasting, weight for height (% of children under 5) 0.8 5.7 4.7
Prevalence of undernourishment (% of population) 16.8 10.3 7.1

2L Although it was noted that in a separate exercise for all LAC countries it was not found a correlation between the number of cumulated
deaths per million of population with health expenditures as percentage of the GDP. In the text now we are talking about the latest daily
deaths per million.
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Prevalence of obesity (men) 15.7 17.7 18.3

Prevalence of obesity (women) 275 24.9 23.9

Source: Data on prevalence of obesity is from the database of the Global Nutrition Report and correspond to 2016. All other data is an aver-
age from 2010 to the latest current data (usually 2020) from the WDI of the World Bank.

Guatemala is one of the most unequal countries in the world, it has higher poverty levels than the
global average at the poverty line of 5.5 PPPUSD/capita/day, and shows higher levels of undernourish-
ment and children stunting. At the same time, the rates of obesity have been increasing, and in the
case of women, Guatemala is above the world average and median. One of the impacts of the pan-
demic, due to lower incomes or no incomes, as argued in the simulations of the first IFPRI report, has
been the consistent decline in food purchases in general and to some shifting of purchases towards
cheaper and less nutritious products (buying starchier and calorie-intensive products and less of those
rich in proteins, vitamins, and minerals) (Headey and Ruel. 2020). Those problems may be leading to a
simultaneous problem of overweight and lack of basic nutrients, particularly in poor households. Diets
need to be monitored at a more granular level and their long-term effects on human health evaluated.
The combination of lower quality and quantity of diet, along with limitations in nutritional and health ser-
vices, problems with water and sanitation, and population density in low-income urban areas, would
weaken individual immune systems increasing the vulnerability and chances of dangerous contagion

among the poor and vulnerable (Headey and Ruel, 2020).

b) Social safety nets before the pandemic??

This section focuses on social assistance (cash transfers and other non-contributory programs) and not
on the contributory programs of social protection (also called social insurance programs). 2% It uses ba-
sically data from household surveys from the database ASPIRE (World Bank). That data may differ
from administrative data (i.e. governmental data not from household surveys). Descriptions of the main
programs in Guatemala are in Annex A showing administrative data, translated directly from ECLAC,
2022).

Before the pandemic, Guatemala had the lowest levels of expenditures on social assistance programs
in Latin America and the Caribbean (about 0.35% of GDP in the last data available in 2013) (Chart 43).

It would be important to have more recent information.

22 This section draws on Diaz-Bonilla, Eugenio; and Centurién, Miriam. 2022.

2 Social protection is a broader concept including contributory and non-contributory programs for the whole society, while social assistance
refers basically to non-contributory programs focusing on the poor and vulnerable.
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Chart 43. Social Assistance Expenditures (% GDP)
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4.50
4.00 3813 78
3.50
3.00 2.77
2.50 222518
. 1.84
2.00 Lso 1.71 o1
271,511, 501.481.481.461.434 3 1.48
1.50 13
1 224 45 1.19
0.99
1.00
0.50 0430 35
0.00
SN P® PELLRREE S PP € NS F RS
/\5& co\o@ ’b@% & & & @@Ib & & 0& '@Q. ("% Q @6\. NS ,&‘0 & Sy &
¥ & & FN RT & QP R PR ARSI
B S LaMgFS > g NP
& S A R
N 9 F

Source: authors with data from ASPIRE, World Bank

The next Tables and Figures show different indicators to evaluate the performance of those social pro-
grams. Tables 15 and 16 compare Guatemala with averages and medians for three groups of coun-
tries: all the developing countries in the ASPIRE database (125 countries?4); then for LAC as a whole

(22 countries); and then for the Central American subregion (6 countries).

Table 14 shows the coverage of social assistance programs: the percentage of population participating
in those programs (including direct and indirect beneficiaries). The indicator is reported for the popula-
tion in poverty (at the PPP$1.9/day/person) and for the poorest 20% (poorest quintile) and richest 20%

(richest quintile).?®

Table 14. Coverage of Social Assistance Programs

Country Year PPP$1.9 aday | Poorest Richest
(poverty line) quintile quintile

Guatemala 2014 68.4 71.6 28.1

Developing Countries-Average 2005-2019 | 51.2 52.4 215

24 ASPIRE does not include developed countries.

% The indicator in the case of quintiles is computed as (Number of individuals in the quintile who live in a household where at least one mem-
ber receives the transfer)/(Number of individuals in that quintile). In the case of poverty, is (Number of individuals under poverty live who live in
a household where at least one member receives the transfer)/(Number of individuals under the poverty line).
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LAC-Average 2005-2019 | 68.1 68.6 21.9
Central America- Average 2005-2019 | 76.6 74.8 24.6
Developing Countries-Median 2005-2019 | 56.2 52.8 171
LAC- Median 2005-2019 | 74.9 76.9 18.1
Central America- Median 2005-2019 | 79.6 77.7 20.1

Source: authors with data from ASPIRE, World Bank

Guatemala appears to have more coverage of the poor (on average and as the median) than develop-
ing countries and is more in line (or somewhat below) when compared with LAC and Central America.

But the country seems to have a larger coverage of the rich as well.

Table 15 shows the adequacy of the social assistance programs defined as the total transfer amount
received by all beneficiaries (direct and indirect) in a quintile (or under the poverty line) as a share of

the total welfare (consumption) of beneficiaries in that quintile (or under that poverty line).

Table 15. Adequacy of Social Assistance

Country Year PPP$1.9 a Poorest Richest
day (poverty quintile quintile
line)

Post Transfer Post Transfer | Post Trans-
fer

Guatemala 2011 12.8 9.9 1.2

World-Average 2005-2019 | 30.5 20.1 7.1

LAC-Average 2005-2019 | 36.9 19.6 4.6

Central America- Average 2005-2019 | 29.2 18.8 4.5

World-Median 2005-2019 | 23.7 17.3 4.1

LAC-Median 2005-2019 | 32.1 17.9 3.3

Central America- Median 2005-2019 | 25.9 18.2 3.6

Source: authors with data from ASPIRE, World Bank

While as noted, coverage of the poor was in line or somewhat better than the comparators, Guatemala
shows very low values of adequacy compared to the other groups of countries (i.e. the poor are in-

cluded in the programs but the actual support is small).

The latter is evident in Table 16 that shows the impact of social assistance programs on three key indi-

cators: the reduction in the Gini inequality index due to those programs as percentage of pre-transfer
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Gini index;?% the poverty headcount reduction due to those programs as percentage of pre-transfer pov-
erty headcount;?” and the poverty gap reduction due to those programs as percentage of pre-transfer
poverty gap.?® Poverty gap is the average difference between the income (or consumption) of the poor

compared to the poverty line (i.e. how far below those individuals are compared to the poverty line).

Table 16. Impacts on poverty and inequality of Social Assistance

Country Year Gini Inequality In- | Poverty Head- Poverty Gap
dex (% reduction) | count (% reduc- (% reduction)
tion)

Guatemala 2011 0.41 1.48 4.12
World-Average 2005-2019 2.89 9.40 18.43
LAC-Average 2005-2019 1.84 7.71 14.77

Central America- Average 2005-2019 1.36 6.41 12.29
World-Median 2005-2019 1.64 7.15 14.69

LAC- Median 2005-2019 1.66 6.92 13.90

Central America- Median 2005-2019 1.26 5.91 12.74

Source: authors with data from ASPIRE, World Bank

In line with the lower adequacy, Guatemala's social assistance programs have minimal effects in reduc-
ing inequality, the poverty headcount, or the poverty gap compared to the three country groups used as
benchmarks. Chart 44 shows the beneficiaries and benefits incidence by quintile to evaluate the preci-
sion of the targeting. Beneficiary incidence by quintile refers to how the total number of persons receiv-
ing transfers are distributed by quintile. That is, the percentage of people in each quintile who have
benefitted from a social assistance program, compared to the total population that have received those
benefits (they must add to 100% for all quintiles). Benefit incidence refers to how the value of the total
transfers is distributed by quintile. That is, of all the amount of money that was distributed by the social
assistance programs, what percentage of that value was received by each quintile (which also have to
add to 100% for all quintiles). The percentages are presented for each country separately and for the

last survey with data on both aspects (beneficiaries and benefits).

% (Gini inequality pre-transfer- Gini inequality post transfer) / Gini inequality pre-transfer, transformed in percentages.
27 (Poverty headcount pre-transfer - poverty headcount post transfer) / poverty headcount pre-transfer, transformed in percentages.

28 (Poverty gap pre-transfer — poverty gap post transfer) / poverty gap pre-transfer, transformed in percentages.
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Chart 44. Guatemala: Distribution of Beneficiaries and Benefits of Social Assistance Programs
(by quintiles; 2011).

Guatemala: Distribution of Beneficiaries and Benefits
(by quintiles; 2011)
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The main point to be noticed is that about a quarter of the beneficiaries and benefits of social assis-
tance programs involve people in the two richest quintiles, indicating targeting problems. In Diaz-
Bonilla, Flores, Paz, Pifieiro, and Zandstra, 2021 it was shown that the country has fewer beneficiaries
in the first quintile than some comparators, and more in the third and fourth. The problem seems to be
more pronounced in rural areas. Unfortunately, the numbers for this country are based on old house-
hold surveys. It is important to update the information to have a clearer view of the coverage of current
social programs.

Chart 45 shows how social assistance programs are divided across the different categories of pro-

grams, using expenditures measured as percentages of the GDP (the values are rounded to one digit).
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Chart 45. Guatemala: Public Spending on Social Assistance Programs (% of GDP)
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For Guatemala, conditional cash transfers and school feeding are the main programs. However, as the
country has very low levels of expenditures for social assistance programs in general, each one of the
individual programs is at or below 0.1% of the GDP. Overall, then, a problem is the low level of expend-
itures on social assistance programs, which then are further fragmented into smaller programs (which

may or may not cover the same population).

Finally, Table 17 shows another indicator but now for all social protection (which includes social assis-

tance and social insurance) and labor programs: the average transfer to beneficiaries in PPP dollars

per capita and day.

Table 17. Guatemala: Social Protection and Labor Programs: Average per capita transfer
(daily PPP$/person)

Countries/Regions Average per capita transfer

(daily PPP$/person)

Urban Rural
Guatemala (2011-2014) 0.356 0.050
World-Av 2005-2019 2.98 1.83
LAC-Av 2005-2019 2.94 1.17
Central America- Av 2005-2019 2.30 0.86
World-Median 2005-2019 1.78 0.86
LAC-Median 2005-2019 1.78 0.73
Central America- Median 2005-2019 1.73 0.81

Source: Authors with data from ASPIRE
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Clearly, the per capita transfers in Guatemala are below the comparator groups, which is another rea-
son behind the lower levels of expenditures on social programs, and therefore, the limited impacts in

reducing inequality and poverty shown in Table 17.

Summarizing the information presented, it appears that in Guatemala there are at least two problems
with the social protection programs. First, the country is not spending a high percentage of GDP in so-
cial assistance when compared to other countries (and this appear related to lower levels of support per
capita rather than coverage). Second, the distribution of benefits among the different income quintiles
suggests that the poorest groups receive relatively fewer transfers than in other comparable countries
(and, on the other hand, higher-income sectors receive comparatively more funds). Therefore, the im-
provements regarding poverty and income distribution are limited, indicating that with the same amount
of public funds, if the targeting is improved, there could be some room for increasing the government-
provided social assistance. Further, in addition to better targeting with the same levels of spending, the

previous analysis also suggests the need to increase the levels of spending in social assistance.

Beside these two adjustments, a third aspect to consider is the reconceptualization of the operation of
social assistance programs (and conditional cash transfers or CCTs, in particular) to address not only
the livelihood challenges affecting particularly the poor and vulnerable, but also to focus on aspects
such as improvements in nutrition, reduction of migration, and other possible side effects including re-
duction in crime. These topics will be analyzed later. Before doing that, it is important to consider other
social programs related to humanitarian interventions both pre-COVID19 and during the pandemic.

¢) Humanitarian interventions before and during the pandemic

A topic that is getting more attention is the link between social assistance programs (discussed in the
previous sections) and humanitarian programs, which differ from social assistance programs on several
accounts. First, humanitarian programs are in principle, a temporary response to negative shocks such
as natural disasters, wars and violence, and pandemics. Second, they tend to be financed by different
types of humanitarian donors (such as international organizations, philanthropic and charitable founda-
tions, and NGOs) through specific funding campaigns. Third, humanitarian assistance programs are
implemented by different non-governmental channels, including international humanitarian agencies,
and international and national charities, and NGOs. In contrast, social assistance programs, are re-

sponses to more permanent social problems, and are financed and executed by governments.

Recent humanitarian programs in Guatemala before the pandemic have been related to major humani-
tarian crisis. The first was the eruption of the Volcan de Fuego in 2018 (with transfers to about 300
households that lost their homes and to some 10,000 people affected by the eruption). The second was

related to the hurricanes Eta and lota in 2020 (in the latter case was through social assistance pro-
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grams that existed since 2008 -Bono Social-, and the Bono Familia utilized during the COVID19 pan-
demic). Further, as noted before, Guatemala implemented a strong expansion of cash transfers in re-
sponse to the pandemic (about 1.2% of the GDP) through the “Bono Familia” and removed conditionali-

ties in the existing “Bono Social.”

From the operational point of view, the sequence of natural disasters in Guatemala (and other Central
American and developing countries), and lately the pandemic, have led to some convergence between
the existing social assistance programs and the humanitarian ones along several dimensions: the types
of beneficiaries; the instruments (based on cash transfers or vouchers); and in many cases the chan-
nels through which that assistance is being dispensed, with more presence of international organiza-
tions such as the World Food Program and a variety of humanitarian organizations and NGOs. There
have been also institutional innovations such as the Cash Working Groups (CWGSs), as coordinating
mechanisms between the many international humanitarian agencies -mainly from the UN system- and

NGOs related to cash transfers and related social interventions.

The interaction of permanent social assistance programs and the eventual humanitarian ones may take
place along a continuum of options. These can range from stand-alone humanitarian programs com-
pletely separate from national systems of social assistance to fully integrated arrangements, led by, or
entirely run through, the more permanent national systems, which then can be scaled up during emer-

gencies (see a discussion in Seyfert, Barca, Gentilini, Luthria, and Abbady, 2019).

A question is what dimensions or topics to consider in the potential alignment. For instance, Seyfert,
Barca, Gentilini, Luthria, and Abbady (2019) consider the following dimensions: 1) Financing; 2) Legal
and policy framework; 3) Setting eligibility criteria; 4) Setting transfer type, level, frequency, duration; 5)
Governance and coordination; 6) Outreach; 7) Registration; 8) Enrolment; 9) Payments; 10) Case Man-
agement; 11) Complaints and appeals; 12) Protection of beneficiaries; 13) Information Management;

and 14) Monitoring and Evaluation.

Problems of integration can occur along all or some of those dimensions (Chapman et al, 2022). Quot-

ing extensively from Diaz-Bonilla and Centurion (2022) some examples include:

“*The legal and normative frameworks for disaster response may be separate from social assistance
programs, and the ministries or agencies working on the latter may not have a mandate for emergency

response or may not contemplate the possibility of scaling up under emergencies.

*There may not be legal norms that would allow governments to officially collaborate with the United

Nations, and international and national NGOs in the case of humanitarian emergencies.

*The governmental institutions dealing with emergencies and those working on social assistance are

usually different and may not coordinate their work within the public sector. Governments may lack a
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strong internal coordinating mechanism (such as the designation of a specific Ministry) to centralize de-
cisions, ensure collaboration, and implement sectoral and territorial responses in ways that avoid dupli-

cations and gaps in coverage.

*This lack of coordination would be even more acute between public sector institutions and NGOs and
other humanitarian and charitable organizations. Information about current and potential beneficiaries,

and the risks and vulnerabilities that affect them is fragmented and incomplete.

*The processes and criteria to identify the population in need of support may be different across institu-

tions of the public sector, and even more in regards with NGOs and humanitarian organizations.

*A unified database (with strong data management capabilities) of the people supported usually does
not exist, and even there may be legislation or regulations impeding sharing that information across the

government, UN agencies and NGOs.

*There may not be budgetary lines that can be scaled up both horizontally (new beneficiaries) or verti-

cally (additional cash, voucher or in-kind support) in case of emergencies.

*The government may not have monitoring and evaluation systems, or they do not operate together

with those of NGOs and humanitarian agencies (which also may be weak in this regard).

*Qperational procedures, and cash or vouchers delivery modes in the public sector may be very differ-
ent from those utilized by NGOs and humanitarian agencies (including the persistence of physical, in

hand, delivery of cash and vouchers)” (Diaz-Bonilla, and Centurién, 2022).

On the positive side, governments can take advantage of the extensive network of UN and NGOs al-
ready operating in their territories with humanitarian programs and use them to implement permanent
social assistance programs. This has created strong networks of institutions with significant experience
and operational capabilities on the ground, which can be leveraged for the programs discussed below
(Diaz-Bonilla and Centurién, 2022). Also, the ideal would be the integration of humanitarian programs
with social assistance programs run by the government into a more unified system, that considers per-
manent conditions of social vulnerability but can be quickly scaled up (both in terms of beneficiaries and
of the type of support delivered) when negative shocks occur (in what has been called “shock-respon-

sive social assistance”).

d) The redesign of social assistance programs

In addition to the integration of social and humanitarian programs, it may be necessary to consider is

the reconceptualization of the operation of social assistance programs (including mainly the CCTSs).
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The debate about such reconceptualization has led to the development of models of social assistance
that consider the specific characteristics of peasants, small farmers, informal workers, and vulnerable
people in rural areas, while also broadening the focus towards productive and technological ap-
proaches that can contribute to improving the economic and environmental sustainability of the families
involved (see, for example, de la O Campos et al, 2018; FAO, 2016, 2017 and 2018).

The combination of CCT and programs with support for livelihood activities have been shown to in-
crease household productivity and income, diversify income, and help families to accumulate assets
(see the brief review of programs in Peru, Colombia, Ethiopia, Lesotho, Malawi, Brazil, and El Salvador
in Andrews et al, 2021). However, to achieve those enhanced results, the programs need to be well de-
signed and effectively coordinated to provide a combination of interventions that address the multiple

constraints faced by the vulnerable participants (Andrews et al, 2021)

Those programs can also be combined with public works for the development of community infrastruc-
ture (such as irrigation systems, road maintenance, cleaning, and environmental protection activities).
Such programs can improve the natural habitat, lower transaction costs, improve market access, and
increase incomes for small farmers and non-agricultural SMEs. These initiatives were found to provide
additional incomes to households and, when well designed, to reduce migration as well?® (see Diaz-
Bonilla and Centurion for a review of different types of programs). They can also help to provides the

youth with initial employment opportunities and reduce violence (also decreasing migration).

Further, the direct and indirect impacts of a combination of large-scale social assistance and livelihoods
programs may generate spillover effects in the larger rural economy through general economic multipli-
ers (Andrews at al 2021). Broader territorial development can improve the welfare of the population in

the areas benefitted, diversifying rural employment opportunities especially for women and young peo-

ple.

In summary, it seems relevant the analysis and creation of an instrument for the rural areas that can
combine the social, productive, and environmental dimensions, with a percentage of cash transfers re-
lated to poverty levels. Another percentage can be used to cover the additional cost of implementing
sustainable adaptation and mitigation technologies while another for environmental, forest, biodiversity,
and ecosystem protection/restoration services. This instrument should also include other forms of pro-

ductive, organizational, and commercial support for poor and family producers.

2 According to the Migration Policy Institute, using data from the 2017 US Census, there were somewhat more than 3.5 million migrants from
Central American countries, and the largest number were from El Salvador (about 1.4 million), Guatemala (some 960,000) and Honduras
(about 660,000).
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This would help in a whole series of dimensions for the economic and social development of rural in-
habitants with a focus on strengthening assets (human, financial, technological, natural, physical, so-

cial, political) in the hands of vulnerable populations, reinforcing the resilience of rural communities.

Besides enhancing the welfare of the families involved, these programs would address some of the as-
pects that can help reduce migration (Diaz-Bonilla and Centurién, 2022) and coping with environmental
shocks. They may also help to reduce crime, thus addressing another of the drivers of migration (see
Machado, Rodrigues, Rasella, Lima Barreto, and Araya (2018), Lance, (2014) and Meloni, O. (2014)).

More generally, recent work by the World Bank has expanded the framework for social inclusion, both
in rural and urban settings, by defining multidimensional programs with social safety nets, livelihoods

and jobs, and financial inclusion (see Chart 46, from Andrews et al. 2021).

Chart 46. A Broader Framework for Social Assistance and Inclusions Programs

Source: Andrews et al, 2021

Additionally, the emergence of the “new poor” from the current pandemic should also lead to expansion

and reconfiguration to the urban programs.

Further, these policy instruments can help address food (and nutrition) insecurity, which has been a
chronic problem in Guatemala for decades. Efforts to address the problem have been a considerable
part of the public sector agenda for the last presidential periods. The results, however, appear to have
been minor improvements with limited sustainability. The government of Guatemala has the opportunity
to learn from the pandemic to understand systemic causes of chronic hunger and malnutrition and pro-

vide systemic solutions.
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e) Possible costs

As discussed in the section describing the social security and assistance programs, Guatemala spent
before the pandemic a lower percentage of its GDP compared to other countries in the region and the
transfers per capita were smaller than the comparators as well. Further, the distribution of benefits
among the different income quintiles indicates that the poorest groups receive relatively fewer re-
sources than in other comparable countries (and, on the other hand, higher income sectors receive
comparatively more funds). Therefore, Guatemala showed smaller improvements in the indicators of
inequality and poverty. It was mentioned that these problems suggested at least three types of adjust-
ments a) better targeting with the same spending levels; and b) increases in the level of spending; and
¢) a reconceptualization of the programs of social assistance. In particular, given the low coverage
mentioned of the current small and fragmented programs, the main limitation to achieve impact is that

they do not have the adequate scale to address the problems they intend to solve.

Diaz Bonilla and Centurion, 2022 present a more detailed proposal for Guatemala (and other countries
in Central America) about the legal, operational, financial and institutional aspects of an expanded pro-
gram of social assistance.®° It includes the elimination of poverty at 3.2 PPP USD/capita/day (including
a livelihood/environmental component); and support to the youth (from 15 to 24 years) not in education,
employment or training (NEET), a condition that makes them vulnerable to sexual exploitation, violence

and also is a driver for migration (see for instance Isaacs, 2019; Clemens, 2017; and ILO, 2020).

Based on the number of people to be included in the programs3! and the amount and duration of cash
transfers per person, Diaz-Bonilla and Centurion (2022) estimate that the whole program would cost
1490 million USD annually (1.9% of GDP). To those values, there would be an addition of administra-

tive costs that need to be included in the costs.

7.3. Food value chains

The report has discussed the situation of several value chains in Guatemala (maize, beans, poultry
meat and eggs, sugar, wheat, and bovine meat), during the COVID-19 pandemic, and, also, there were

considerations related to climate events and the recent disruptions generated by RUC. During the pan-

%0 There are other estimates of social assistance programs for Guatemala. For instance, Filgueira and Espindola (2015), estimate various
models of social assistance, but the more relevant here would be the one that considers an allowance equivalent to the poverty line for the first
child and then 0.66 for the second and third, and no additional payments for the fourth, for children under 15 years and for households with
incomes below 1.8 of the poverty line. The costs estimated are about 4% of the GDO in Guatemala. Ortiz and others (2017) consider a differ-
ent program of social protection, reaching about 3.7% of the GDP. It includes the cost of a child benefit of 25% of the poverty line to all chil-
dren (less than 5 years old); Cost of a benefit of 100% of the poverty line to all orphans; Cost of a benefit of 100% of the poverty line over 4
months to all mothers with newborns; Cost of a benefit of 100% of the poverty line to all persons with severe disabilities; Cost of a benefit of
100% of the poverty line to all persons aged 65 and more.

31 Estimated in about 4 million below the poverty line, or about 24% of the population; some 890,000 households supported with livelihood/en-
vironmental payments; and close to 990,000 NEETSs.
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demic, one of the most atypical years for the recent history of the country, the food value chains consid-
ered have shown a level of resiliency that was not initially expected. Actors in the value chains have

shown they can adapt to difficult conditions and move towards their gradual recovery.

Addressing COVID-19 disruptions and building better for the future involves addressing market failures

that were already the norm prior to COVID-19, particularly for the basic grains sector.

Because of the mixed structure of target food value chains in this assessment, defining specific policy
responses to each of them is impractical. Instead, a summary of policy recommendations is presented
in table 18, with some indications about their timeline and target actors, covering basic grains, meats

and eggs and sugar as the main source of carbohydrates and proteins for the Guatemalan population.

Table 18. Prioritization of Policy Responses and Investments to Address Current Problems

Area of Recommendation (in general to all

food value chains)

Timeline (when)

Main Actor (who)

Short Medium
Term Term

Long
Term

Private

Public Sector Sector

COVID-19

1.

Modernization of the seed system featuring
public-private partnerships (SP1) to in-
crease maize and beans. This is not entirely
for import substitution purposes, but to im-
prove the capacity of rural households to
feed themselves for more weeks per year.

Major

Invest-
ments

Investments and Insti-
tutional Strengthening

Enable and incentivize private sector in-
volvement in modern contract farming ar-
rangements

Major

Invest-
ments

Incentives and Regu-
lations

Support for institutional food procurement of
commodities following the experience of
IHMA in Honduras in the purchase of strate-
gic reserves of maize and beans.

Moderate

Invest-

Incentives
ments

CLIMATE CHANGE

4.

Introduction of climate-resilient technologies
using FAQO’s experience and borrowing
models already in use by modern horticul-
ture production present in the region.

Major

Invest-
ments

Investments and
knowledge

Rehabilitation of access to better avian and
bovine genetics in rural areas (40% of poul-
try meat, eggs and bovine meat is produced
by smallholders).

Major

Investments

FERTILIZER PRICE CRISIS

6.

Develop a long-term national fertilizer strat-
egy for exploitation of minerals available in
the region thereby reducing reliance on im-
ports of non-nitrogen fertilizer.

Knowledge

Support for collective purchasing of mineral
fertilizers by coops and other organized
groups.

Major

Invest-

Investments
ments

Promotion of climate smart fertilizer substi-
tution programs.

Major

Invest-
ments

Investments and
Knowledge

Support high-value agriculture programs
where reliance on own staple food produc-
tion is minimized. Both countries have expe-
rience and success stories on this aspect.

Major

Invest-
ments

Incentives and Regu-
lations

10.

Facilitating learning from more advanced
countries on how they will be coping with in-

Knowledge
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creased fertilizer prices now and in the fu-
ture through the adoption of different mech-
anisms ranging from subsidies to national
production and distribution of some fertiliz-
ers.

Source: Authors. Expected impact: Major Moderate Limited. In approximate terms, short term is within the next 2 years, medium term is within
the next 4 years, and long term is within the next 7 years. SP denotes strategic priority.

Further, there are several policy responses for the period of reconstruction once the pandemic is under

control. The following reflections are based on the evidence gathered through this assessment.

a) Policies focused on commodities grown locally

The time elapsed since the onset of the pandemic has shown the resilience of basic grains to some fac-
tors, but their vulnerability to others (e.qg., fertilizer prices). This means different value chains have ac-
tors that are more vulnerable to sudden changes in cost and availability of inputs and transportation
costs. The best example has been learned with agricultural commodities grown by tens of thousands of
smallholder farmers (namely maize, beans, chicken meat, eggs and grass-fed beef) which felt less the
effects of the pandemic in the beginning. This was documented in the first part of this assessment from
September 2020 through February 2021. At that time, Guatemala encouraged smallholder farmers to

expand the production area and increase output to avert a potential food crisis.

These value chains have been experiencing higher than usual demand. Except for the second season
in 2020 affected by Eta and lota, production cycles were favorable. It was only until the fertilizer prices
increased unprecedentedly in the first half of 2022 that producers in these value chains have been

placed on alert once again.

Policies focused on these specific value chains are included in the previous table of recommendations.
Turning ideas into policy requires that the Government of Guatemala decides quickly that investing on
improving local capacity to increase local production is the best bet to achieve food security in rural and

urban settings.

b) Policies focused on commodities that must be imported

Wheat and animal feed ingredients (maize and soybean) fall under this category. Together, they affect
several items in the basic basket of foods (bread, eggs, chicken and beef). Key informants report an
overall increase of 30% in the price of maize since March 2020 and an 18% in the price of soybean. But
altogether, energy costs, transportation, eventual scarcity of raw materials have led to a 48% increase
in animal feed which is eventually reflected in consumer prices. Formulating policies for these value
chains is more difficult. International prices are set without any control by small countries leaving only
subsidies and voucher programs as the only choices for indirect and direct support to the food insecure

(see the section on safety nets).
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c) Other general considerations

Chicken meat and egg production has been mainly in the hands of more resource-endowed farmers
and middle-size companies, while basic grain producers are scattered around the country with varying
levels of technology. Benefiting all of them is improbable, but improving access to credit, strengthening
agricultural extension services and access to different technologies through Instituto de Ciencia y

Tecnologia Agricolas (ICTA) can benefit a good proportion of them.

Guatemala needs also to invest more in R&D in agriculture: the country has the lowest levels in LAC
with just 0.14% of the agricultural GDP (see Table 19 average for LAC 0.71%) and only 6.6 full time
employed researchers by 100,000 farmers (average for LAC 71.3 FTE/100,000 farmers) (ASTI data-
base). The additional investment is necessary not only to improve productivity and to adapt and miti-
gate climate change, but also, as the pandemic has shown, to make food value chains resilient to

health shocks.

Table 19 Public expenditures in R&D as percentage of agricultural GDP (average 2010s)

1% or more 0.5-09% Less than 0.5%

Brazil 1.9 Bolivia 0.9 Nicaragua 0.4

Chile 1.7 Jamaica 0.9 Peru 0.4

Uruguay 14 Panama 0.8 Dominican Republic 0.3

Argentina 1.2 Belize 0.7 Paraguay 0.3

Mexico 11 Colombia 0.7 Venezuela 0.3

Costa Rica 1.0 Ecuador 0.2
Honduras 0.2
Guatemala 0.1

Total of developing countries (with data in ASTI database)

Average 0.9 Median ‘ 0.5 |

Source: authors with ASTI database.

More generally, a question is whether the governments in Guatemala are investing enough in the agri-

cultural sector as a whole.

Chart 47 and Table 20 provide a possible answer to that question, using two indicators: the share of
agricultural expenditures in the public budget and the agricultural orientation index of public expendi-
tures. The latter is the ratio of the share of agricultural expenditures in the public budget (the first indica-
tor) divided by the share of the agricultural sector in total GDP: a value equal than 1 would indicate that
the agricultural sector is receiving the same share of public expenditures as its importance in the GDP

(and values less/more than 1 would indicate that the sector is receiving less/more than its importance in
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the GDP). In Chart 47 the share of agricultural expenditures in the public budget is the broken line (and
the axis is the left from the reader) while the AQI is the other line (right axis from the reader).

Chart 47. Agriculture Public Expenditure
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Table 20. Agriculture Orientation Index-Share of Government Expenditure

Average 2010-2020

Agriculture Orien-
tation Index (AOI)

Share of Gov’t expend-
itures

Guatemala 0.17 1.73
Caribbean 0.72 2.96
Central America 0.59 2.30
South America 0.26 1.38
World 0.49 1.99

Source: authors with FAOSTAT data

Guatemala is spending very little in the agricultural sector (0.17; average 2010-2020) compared to the

importance of the sector, and it is below all comparators. Further, the indicators show a declining trend.

It would be important to revert that trend to help lift the constraints of small farmers for the uptake of the

technological advances in general and related to climate-smart approaches in particular.
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Doubling the AOI for public agricultural expenditures would place Guatemala above the average for
South America but still below the world level and the other comparators. This would imply additional ex-
penditures for the sector of approximately 1.7% of total GDP. Besides considering public expenditures
another issue is the level of financing from the banking system, both for producers and their associa-
tions and cooperatives. Chart 48 and Table 21 show indicators for the banking system, similar to the
ones for public expenditures: the share in total credit and the AOI for banking credit (which is calculated
as the AOI for public expenditure but now the share of agricultural credit on total credit is utilized (with
the same interpretation as before: less than 1 means that the agricultural sector is receiving a smaller
share of total credit than the importance of the sector in the whole economy). Chart 48 shows the share
of agricultural credit as the broken line (left axis from the reader), and the AOI as the solid line (right

axis from the reader).

Chart 48. Banking Credit
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Table 21. Agriculture Orientation Index- Agriculture Share of Total Credit

Agriculture orientation
index US$ Share of Total Credit US$

Guatemala 0.55 5.47
Caribbean 0.59 2.48
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Central America 0.70 2.72

South America 0.63 3.84

World 0.59 2.58
Source: authors with FAOSTAT data

Again, the indicators are declining, and, at least with regards to the AOI for the banking system, Guate-

mala is below the comparators.

Guatemala needs to consider a focused effort in aligning the sources of financing with a program to
support agricultural and rural development, and more generally the transformation of the country’s food
system, following the commitments during the United Nations Food Systems Summit (UNFSS) and the
climate change negotiations under the United Nations Framework Convention on Climate Change
(UNFCCQC), including the Paris Agreement and the Glasgow Climate Pact (COP26).

Those events highlighted the importance of food systems (from agricultural production to consumption
and disposal of waste) for the attainment of the SDGs by 2030. Also, food systems have been esti-
mated to represent 34% of all greenhouse gas (GHG) emissions at the global level and 2/3 in the case
of Latin America and the Caribbean (Crippa et al, 2021; estimates for 2015 with the latest data availa-
ble). Therefore, their climate-positive transformation is crucial to achieving the Paris Agreement objec-
tives. Finally, at the next COP27 in Egypt special attention will be placed on agriculture and food sys-
tems in relation to achieving the climate change mitigation and adaptation objectives of the Paris

Agreement and the commitments in the Glasgow Climate Pact.

Both UN processes consider two types of operational approaches to implement the commitments: a)
national programs: the “national pathways” discussed under the UNFSS, and the Nationally Determined
Contribution (NDCs) and National Adaptation Plans (NAPSs) for the climate change negotiations; and b)
thematic coalitions which were formed both at the UNFSS and during COP26. Guatemala presented a
“national pathway” under the UNFSS?3? and also its NDC3* and NAP34. It should be noted that the NDCs
are obligations under the climate change negotiations, while the NAPs are voluntary, with the objective

of quantifying the financial requirements.

T The current design of the national pathways is, in general, very preliminary, with many qualitative as-
pirations, but lacking the definition of quantitative objectives, policy instruments and investments, costs,
financing, and institutional aspects for their effective implementation. Further, it is not clear how (or

whether) those national pathways are coordinated with the NDCs and NAPs.

32 https://summitdialogues.org/explore-countries/?cl_pathway_uploaded=yes
33 https:/lwww4.unfccc.int/sites/NDCStaging/Pages/All.aspx

34 https:/lwww4.unfccc.int/sites/NAPC/Pages/national-adaptation-plans.aspx
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Guatemala needs to consider the design of the national programs for food systems transformations as
it is undertaken during the UNFSS follow up process: the final agreements at this summit included the
commitment to present in two years the advances in the implementation of the needed transformation
of food systems aimed at achieving the nutrition, health, employment, environmental, social inclusion,
and related Sustainable Development Goals (SDGs) that were discussed at the UNFSS. But those na-
tional pathways need to also consider the NDCs and NAPs of the UNFCCC. Although the latter docu-
ments cover more than food systems it should be noted that for the LAC region the importance of food
systems in GHG emissions is even more relevant than at the global level: they represent 2/3 of its total

emissions, while, as noted, at the global level food systems represent one third (Crippa et al 2021).

Within that exercise it is also important to analyze the financing sources to implement that integrated
plan: international development funds (multilateral and bilateral); public sector budgets; banking sys-
tems and capital markets (Diaz-Bonilla, Swinnen, and Vos, 2021). Bilateral and multilateral funds, as
well as public sector budgets in many countries are constrained, but they can be used more strategi-
cally to mobilize the resources of the other two sources, to support small farmers and scale up produc-
tivity enhancing technologies, which also help with climate adaptation and mitigation, improving resili-

ence.

In particular, there is an increased interest from the private sector in investments that, in addition to lev-
els of returns considered adequate, they also fulfill environmental and social objectives. One of the
problems, however, is the lack of projects and investable opportunities designed for small farmers and
structured in ways that can attract financial resources (Sadler et al. 2016). Adequately structuring these
opportunities is a complex task, involving small and family farms with very site-specific constraints; op-
erating in local communities that have a variety of social and productive profiles; including, in the case
of water projects, complex issues of water rights and environmental sustainability; and needing other
services and infrastructure support to produce and market the incremental production, among other
challenges. Furthermore, involving private investors and the banking system would necessitate struc-
turing the investment opportunities (as projects but possible as other type of investable vehicles too) to
make them attractive at reasonable rates of return and risk profiles. All that work would require a cadre
of specialists with the specific task of developing the needed pipeline of specific projects and investable
opportunities, working with small farmers and their associations and the public and private organiza-
tions related to the sector, and linking the work to a solid base of science and technology (see a more

detailed discussion in Diaz-Bonilla et al, 2018).

In what follows we discuss some aspects of the funding related to the public sector alone.
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8.1. General considerations

Table 22 shows the evolution of fiscal and debt indicators in Guatemala. The important jump in 2020
(about 5 percentage points of the GDP from 26.5 to 31.5% of the GDP) to confront the pandemic was
divided into an increase of about 1.7 percentage points in external debt and some 3.3 percentage
points in domestic debt. The IMF estimates that the debt will stay higher than before the pandemic but
still at a very manageable rate of about 30% of the GDP. Also, the low levels of revenues show that
Guatemala has fiscal space if there is the political decision to address the social problems that pre-ex-

isted the pandemic and have been greatly exacerbated by it.

Table 22. Fiscal and Debt Indicators (% of GDP)

Estimated. Projections

2019 | 2020 2021 | 2022 2023 2024 | 2025 | 2026 2027
Central Government Finances
Total revenue 11.2 10.7 12.4 12.3 12 11.8 11.7 11.6 11.6
of which: tax revenue 10.6 10.1 11.8 11.6 114 11.2 11 11 11
Expenditure 13.5 15.6 13.6 14.6 14 13.8 13.6 13.5 13.5
of which: capital 2.7 3 24 2.7 2.6 2.5 2.5 25 2.5
Primary balance -0.6 -3.2 0.6 -0.6 -0.3 -0.2 -0.2 -0.1 -0.1
Overall balance -2.2 -4.9 -1.2 -2.3 -2 -1.9 -1.9 -1.8 -1.8
External financing, net 1.2 1.7 0.8 1 0.7 0.6 0.5 0.4 0.3
Domestic financing, net 1.1 3.2 0.4 1.3 1.3 1.4 1.4 1.4 1.5
Central Government Debt
General government gross debt 26.5 315 30.9 30.6 30.7 30.5 30.4 30.2 30.1
External 11.8 13.5 12.9 13.3 13.3 13 12.6 12.2 11.8
Domestic a/ 14.7 18 17.9 17.3 17.3 17.5 17.8 18 18.3

a/ Does not include recapitalization of obligations to the central bank.

Source: IMF April, 2022 https://www.imf.org/en/News/Articles/2022/04/08/guatemala-staff-concluding-statement-of-the-2022-article-iv-mission

Fiscal, monetary, and exchange rate policies will have to be managed in a consistent manner to ensure
a sustainable macroeconomic path going forward. One of the potential problems for growth and em-
ployment in Guatemala has been the persistent pattern of appreciation of the real exchange rate (as
shown in Chart 16).
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8.2. How can those programs be financed? %

Before it was suggested that recovering form the pandemic and at the same time addressing the seri-
ous pre-existent problems of poverty, food insecurity and malnutrition, would require strengthening, re-
conceptualizing, and expanding programs related to health, safety nets, and agricultural/rural develop-
ment and food systems. The detailed design of those programs is not intended here (although several
ideas were presented in the previous sections), nor we will provide a granular analysis of the existent
and potential financial sources and their mobilization. Here we just outline some approaches and possi-

bilities related to some financial sources.

Overall, there are two main approaches to finance the costs of the programs considered. The first one
is to rationalize expenditures within the current fiscal envelopes, allocating more funds to the desired
objectives, while reducing resources for other public programs or activities considered less relevant. If
that is not enough to finance the programs prioritized, then the next step would be to increase revenues
and/or take up additional debt. For the part of the programs that represent recurrent costs, it would not
be advisable to finance them mainly with debt. But those components related to capital investments (for
instance those related to production and environmental improvements with quicker returns on growth
and employment) can be financed with additional debt, and Guatemala seems to have the fiscal space
to do that. Also, there is a very valid argument that the recurrent expenditures of poverty programs with
health and education conditionality help build up human capital, and therefore they are also invest-
ments. Therefore, this is a strong argument if countries want to start those programs with loans from

multilateral banks, but eventually the funding has to transition to local revenues.3¢

The first approach (streamlining expenditures within the current fiscal envelope) should be based on
rigorous public expenditure reviews. In what follows there are just some examples of areas to consider

for a broader public expenditure review.

*Reallocating expenditures

It was shown before that an important part of the benefits of social assistance, which is supposed to fo-
cus on poorer and more vulnerable people, went to quintiles 3" and up. Table 23 shows the numbers

for Guatemala in the last survey conducted with the relevant information.®’

3 This section draws extensively on Diaz-Bonilla, Eugenio; and Centurién, Miriam. 2022.

36 There may be a (small) percentage that can be money-financed in Guatemala, if certain amount of the seigniorage is assigned to finance
those programs (but this option is not considered here).

87 Guatemala 2011.
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Table 23. Percentage of Benefits for Higher Quintiles

Quintiles Guatemala
3¢ 20.0
4th 13.7
5th 10.0
Total 43.8

Source: Authors with data from ASPIRE, World Bank

About 44% of the benefits go to quintiles 3 and higher. This suggests the possibility of reallocating at
least part of those benefits to the poorest and most vulnerable quintiles within the same budget enve-
lope. For, instance, assuming that half of the benefit of the 3" quintile and all of the amounts now going
to quintiles 4" and 5™ could be reallocated to the lowest two, that would imply that about 1/3 of the ben-
efits could be shifted within the same budget envelope, which would amount to about 0.12%% of the

GDP in Guatemala.

There are other possibilities of reallocation public expenditures. A specific case are fossil fuel subsidies,
which are shown in Table 24 (they include explicit subsidies and foregone revenue of taxes not col-

lected using the database of Parry, Black, and Vernon, 2021).38

Table 24. Fossil Fuel Subsidies

Explicit plus Revenue Foregone Million USD % GDP
Guatemala 289 0.4

Source: authors using the database of fossil fuel subsidies by Parry, Black, and Vernon, 2021

There may be similar options to reallocate other public expenditures, applying criteria about their effec-

tiveness, efficiency, and equity.

*Options for scaling up revenues and expenditures

Table 22 showed fiscal information about revenues, expenditures, deficits, and public debt as percent-
age of the GDP.

Guatemala, which shows fiscal indicators well below comparators such as low-income countries in
LAC, which have average revenues in 2021 of 18.9% of the GDP; expenditures, 22.2%, and debt
42.4%, compared to 12.4% (revenues), 13.6% (expenditures) and 30.9% (debt) in the case of Guate-
mala (IMF Fiscal Monitor, 2021).

38 pParry, Black, and Vernon (2021) also calculate the costs and pricing of externalities related to the use of fossil fuels, such as climate change
and health effects. The potential revenues of a possible carbon tax are discussed below.
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As noted by the IMF Guatemala 2021 “fostering inclusive growth requires that ...fiscal policy scales up
in the near-term cash transfers for health, education, and nutrition interventions commensurate with the
deterioration in social indicators. Over the medium term, the authorities should create fiscal space to
address sizable social and infrastructure needs through improved tax collections, spending efficiency,
and disaster risks and debt management.” Therefore, the IMF (2021) suggests several adjustments in
revenues and expenditures. Priority areas on the revenue side include: “(i) rationalizing tax exemptions;
(i) strengthening the clearance process and imports valuation controls in customs; (iii) enhancing the
control of medium and large taxpayers, and those under special tax regimes; (iv) implementing a com-
prehensive plan on VAT credit control; (v) updating the taxpayer register; and (vi) automatizing core
revenue administration processes.” (p.16) On the expenditure side: “(i) a reform of laws on civil service
and salaries to align compensations with an effective provision of public services and to promote re-
cruitment based on merit; (ii) an integral reform of the procurement law to reinforce transparency and
accountability of public spending, and ensure an adequate balance between agility and competition; (iii)
enhancing public investment management through multi-year budgeting; and (iv) strengthening results-

based budget management with medium- and long-term planning.” (p.15)

Taxing carbon emissions related to climate change can also collect additional resources for about 1.2%
in Guatemala (using the implicit costs related to climate change as calculated in the database to Parry,
Black, and Vernon 2021).3°

*Some concluding thoughts on costs and financing

Table 25 summarizes the general estimates of costs for the possible health, social safety nets, and ag-

ricultural interventions suggested before.

The brief analysis mentioned above shows that there is margin to finance the needed programs related
to health, social safety nets, and agricultural/rural development, through a combination of better use of

current expenditures and some increases in revenues.

Table 25. Costs as Percentage of the GDP

% GDP
Health 1.8
Social Safety Nets 1.9
Agriculture and Rural Development 1.7

54

Source: Authors

3 Parry, Black, and Vernon 2021 also calculate the costs of other externalities related to health and transportation. Focusing only on the cost
of the carbon tax, it has been argued that can be rebated to low-income households through cash transfers of the type discussed above (see
for instance Zuluaga, Vogt-Schilb and Robles. 2019).
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The previous sections on possible costs and sources of funds of the programs related to health, social
safety nets, and agricultural/rural development, show that it is possible to finance them through a com-

bination of better use of current expenditures and increases in revenues.

Another aspect to be considered is that the social assistance and productive programs outlined before
would help reduce other costs such as those related to crime, humanitarian crisis linked to migration
and environmental disasters, while also contributing to growth that would generate additional fiscal re-

sources at current tax rates.

Currently the private sector identifies crime and related problems as serious constraints to their opera-

tions. Table 26 shows results from the Enterprise Surveys of the World Bank.

Table 26. Importance of Crime for the Operations of Private Firms

Cost of crime as % of sales | Percent of firms identifying crime,
theft and disorder as a major con-
straint

Guatemala 10.1 38.0
LAC 7.5 25.3
All Countries 9.0 16.7

Source: Enterprise Surveys, World Bank

The percentage of firms identifying crime, theft, and disorder as a major constraint, and the related
loses as percentage of sales are worse than for LAC and all countries included in the Enterprise Sur-
veys of the World Bank. The cost of crime is the sum of the answers related to how much are paying
the firms as percentage of sales for security, plus the costs of theft and vandalism at the establishment,
plus the costs of theft with merchandise in transit. That is an implicit tax that can be compared to their
operating margins (usually EBITDA% margins over revenues of 10% are considered “good”; see com-
ments in Diaz-Bonilla and Centurion, 2022; and Wiblin 2021, and INVESTOPEDIA TEAM. 2022).
Therefore, losses related to crime of the magnitude indicated above as percentage of sales would ab-
sorb a good portion of the EBITDA margins in those countries. Therefore, the private sector should con-
sider that increases in taxes that help finance adequate programs that besides helping to support the
poor and vulnerable can also reduce crime and increase economic growth (such as the programs out-

lined before) would represent a good bargain.

The programs discussed before could also benefit from more focused concessional and grant financing

from multilateral and bilateral development agencies to help them attain full scale. Table 27 shows dif-

40 Earnings before interest, taxes, depreciation and amortization.
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ferent type of developmental flows as average for 2015-2020 (WDI/WB database): net aid by Develop-
ment Assistance Committee members, both total value and the amount corresponding to the United

States; net flows by multilateral development banks (concessional and non- concessional) and funds

related to UN agencies.

Table 27. Net Development Flows (million USD) (annual average 2015-2020)

Net bilateral aid
flows from DAC do-
nors, Total (current
USs$)

Of which, United
States (current US$)

Net financial flows,
multilateral banks
(NFL, current US$)

Net official flows
from UN agencies,
Total (current US$)

Guatemala

3115

170.0

-3.7

135

Source: WDI/WB

Net flows in the case of grants are also basically equivalent to the gross amount of financing received,
but in the case of loans the repayments of capital have to be subtracted (as is the case of most of the
operations with multilateral banks). For instance, Guatemala has negative flows with the multilateral
banks, because the country is repaying more than what was receiving in new loans from them. Bilateral
aid, which is basically in grant form, is the main source of developmental funds for Guatemala, with

United States as the main bilateral donor.

In analyzing whether the United States could increase financing for the programs discussed, a similar
reasoning as it was argued for each individual country would apply: the economic costs of dealing with
migration at the border and inside the United States (and not counting the humanitarian and political
costs of the crises for this country as well) may justify using grants for several years to finance in part
the programs mentioned above. Further, a region that is more stable politically and that is growing
faster, would also provide economic opportunities for US exports and investments (see for instance,
Diaz-Bonilla, E., V. Pifieiro and S. Robinson, 2018). In particular, the US can consider a more intelligent
use of the “Special Drawing Rights” issued by the IMF to help guarantee a scheme of “zero hunger
bonds” or “pandemic recovery bonds,” as explained in Diaz-Bonilla 2021.4* This multiplies several
times the financial impact (4 to 7 US dollars per 1 US dollar in the guarantee fund; see the explanation
in Diaz-Bonilla, 2021), and that use of the SDRs does not cost the US anything. The current opposition
in some Senators to the use of SDRs may be more related to the current uses considered by the IMF

for the Resilience and Sustainability Trust Fund, and perhaps a use in Guatemala, and more generally

4 The specific dedsign will have to be discussed with potential private and institutional investors, but some features to consider were dis-
cussed in Diaz-Bonilla, 2021: the “zero hunger bond” can be a console or perpetual bond; issued in dollars; paying an adjustable rate with a
cap (say 5%); and callable, with call protection (for example, until 2050). It is suggested that 2% of the new allocation of SDRs of 650 billion
dollars (13 billion dollars) can be assigned to a fund, which could be set up within the IMF, to guarantee the interest rate payments of zero
hunger bonds issued by countries with programs to end hunger and recover from the pandemic.
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in Central America and LAC, addressing food security, crime, migration, and other problems in the re-

gion may be of greater interest to the Senators currently opposed.

This document is the third and last of the work on the impact of COVID on food conditions in Guate-
mala. The report recapitulates the relevant parts of the previous documents (Diaz Bonilla, Laborde and
Pifieiro, 2021, and Diaz-Bonilla, Flores, Paz, Pifieiro, and Zandstra, 2021) and includes brief additional
considerations related the effects of the Russia-Ukraine Conflict (RUC). It also presents several ideas
about the reconstruction post-pandemic, while addressing some of the long-standing problems of Gua-

temala regarding poverty and food insecurity.

Guatemala, as most countries in the world, reacted with restrictions to mobility and other health-related
policies. Those were implemented together with a variety of economic and social policy initiatives trying
the mitigate the negative impact on families and firms of losses of incomes and employment (expanding
programs such as cash transfers, food aid and subsidies, unemployment compensation, and the like).
There were also policies shoring up the supply or availability of food, such as declaring the people
working in the food value chains as essential personnel exempt from mobility restrictions and some
support through reductions in interest rates, postponement or waiving of VAT and other taxes, farm in-
put subsidies, and the like.

To finance those policies, countries in LAC region have increased their public expenditures and injected
additional liquidity through monetary policies. Guatemala has been in between LAC countries in terms
of the size of the total fiscal package, but it was on the low-side in terms of the health component, and
the vaccination rate has been slower than in many other countries in LAC. Yet, it has been less af-
fected, compared to the average of LAC countries, in terms of the economic decline and the number of
accumulated deaths as proportion of the population since the start of the pandemic. This is one of the
various puzzles that need to be analyzed further and in a comparative perspective. Obesity, urbaniza-
tion, living in slums, and employment in the urban informal sector are factors that may have influenced
the impact of the pandemic. And, in some of those variables, such as obesity and urbanizations, Guate-
mala is below the levels of LAC, which may help explain part of the differences. Now, the current pro-
portion of daily deaths, although declined significantly, is above comparators, which may be more in

line with the lower levels of health expenditures and the lagging advance of vaccination.

A more detailed analysis would be required to determine the combination of factors that made the pan-

demic have greater impacts in some countries than others.
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Regarding economic conditions, the return to mobility and the expansionary fiscal and monetary poli-
cies have reignited growth in 2021 and 2022. The agricultural sector did better in 2020 than other eco-
nomic sectors, even in the context of declines of total GDP, and was growing in 2021 (not data yet for
the agricultural sector in 2022). The relatively strong performance of the agriculture sector in 2020 was
related to governments’ support to the sector and to the fact that food production and distribution were
considered essential activities and so faced fewer mobility restrictions. However, impacts on the de-
mand for agri-food products were larger, due to declines in incomes and employment (see, for exam-
ple, Graziano da Silva et al. 2021). Given the impacts on services, the pandemic seems to have af-

fected more the commercialization of products rather than the primary production and processing.

Trade of agricultural and food products also performed better than other sectors. Part of that increase
has been explained by the increase of prices of a series of agri-food commodities even before the pan-

demic.

Currently, the RUC is affecting a variety of products. From the point of view of Guatemala’s balance of
trade, considering only changes in global prices in food products and fertilizers, we estimated that they
would be neutral or mildly positive for the country. However, the impact of energy prices would be more
negative at that level, but the jump in remittances (resulting from growth in the US) can finance the gap.
The overall impact on Guatemala’s international accounts requires a more specific analysis using an

economy-wide model. This exercise is not conducted here.

The effects on the international accounts are separate from the impacts on consumers, which need to

consider changes in prices, but also incomes and employment.

Regarding prices, inflation in general was subdued in 2020, despite the fiscal and monetary stimulus,
because primary food supply was not much affected (as noted) and demand was constrained by the
losses in employment and incomes. The important expansion of safety nets during the pandemic
(which the World Bank considered the larger in Guatemala history) softened the impact on demand for
food. However, there have been an acceleration of inflation in late 2021, due to a series of factors pre-

war,%? and in early 2022 as a result of the invasion of Ukraine.

The global acceleration in inflation is leading to the phasing out of the current expansionary monetary
policies in the United States and other countries, which may have a negative impact on many develop-

ing countries, if it leads to sustained increases in interest rates and a sharp slowdown in global growth.

“2 In the second half of 2021 the impact of the expansionary fiscal and monetary policies followed by many countries, led to further increases
in global prices, driven by energy (whose production had been curtailed during the pandemic due to lack of demand), climatic events that inter-
acted with energy prices to push oilseed prices high, and the African swine fever in China, among other factors. Also, some of the delayed
effects of the pandemic were felt in disruptions in value chains (such as temporary closures of ports, lack of truck drivers), which in the context
of expanded demand for goods, have increased the costs of transportation.
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The economic rebound in 2021 and 2022 in Guatemala should have helped to reduce poverty and mal-
nutrition, but the acceleration of food inflation will work in the opposite direction. Previous study by
IFPRI also calculated the impact of COVID-19 on the affordability of three types of diets,*® considering
that one of the negative consequences was the deterioration of the quality of the diets. Also, IFPRI's ex
ante projections and the actual estimates by World Bank and ECLAC showed that the number of peo-
ple in poverty and those that cannot afford healthy diets increased as a result of the negative shock of
the pandemic. Further, the World Bank showed the important ameliorating effect of the expansion of
safety nets, which, however, did not completely counter the damage of COVID-19 on poverty and nutri-

tion (with perhaps the exemption of Brazil in 2020).

Therefore, the pandemic deteriorated the already inadequate conditions of poverty and food security in
Guatemala. Even though food value chains appeared to have weather better than other sectors the
negative impact during the pandemic and were growing after that, they continue to be affected by tradi-

tional productivity and competitiveness problems, particularly small farmers.

Therefore, the report suggested the strengthening, reconceptualizing, and expanding of programs re-

lated to health, safety nets, and agricultural/rural development and food systems, both to recover from

the pandemic, and to address the serious problems of poverty, food insecurity and malnutrition, which
existed before and were aggravated by COVID19. A detailed design of those programs was not in-

tended here, although the report presents several concrete ideas about what can be done.

Regarding health, it is important to accelerate the vaccination rate (the country last data shows a full
vaccination rate of about 34% of the population against a simple average of 58% for LAC), as part of a
general strengthening of the health system considering that Guatemala spends per capita only about
40% of the average health expenditures per person on average in LAC and some 1.8% of the GDP less
than the average for LAC countries. If the objective were to be defined as to reach the same level of
GDP expenditures, then health expenditures will have to be adjusted up by that percentage points of
the GDP.

Considering social safety nets, properly designed social assistance programs through cash transfers

and related instruments can not only reduce poverty and increase resilience for a significant percentage
number of vulnerable populations in Guatemala but can also diminish international migration. In order
to achieve those results, they need to be implemented at a scale that makes a difference. Small and
fragmented programs will not improve much on the current situation. Also, it is important to integrate

the more permanent social assistance programs and the humanitarian programs that are implemented

43 Following the analysis in FAO, IFAD, UNICEF, WFP and WHO (2020) three different of diets were utilized. The “energy sufficient diet” (ade-
quate calories for energy balance for work each day, using the least cost diet from the cheapest starchy staple available in a country ); the
“nutrient adequate diet” (adequate calories plus minimum levels of all essential nutrients); and the “healthy diet” (following nutrition recommen-
dations).
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in response to individual crises, in a more unified systems that has been sometimes called “shock-re-
sponsive social assistance” (or social protection). Several dimensions of the possible programs were
analyzed with costs and financing following Diaz-Bonilla and Centurion, 2022. The programs included
the elimination of poverty at 3.2 PPP USD/capita/day (also with a livelihood/environmental component);
and support to the youth (from 15 to 24 years) not in education, employment or training (NEET), with
further support and education for the first job. Based on the number of people to be included in the pro-
grams and the amount and duration of cash transfers per person, Diaz-Bonilla and Centurion (2022)
estimated that the whole program would cost 1490 million USD annually (1.9% of GDP). To those val-

ues, there would be an addition of administrative costs that need to be included in the costs.

Moving to the programs strengthening the support to agri-food systems, and considering the low levels

of expenditures in Guatemala for agriculture in general and for R&D in the sector, in particular, it was
suggested to double expenditures for the sector: this would place Guatemala somewhat above the av-
erage for LAC countries, but below other comparators. Such objective would cost about 1.7% of the
GDP.

However, it is not only public expenditures that need to be considered. Another problem is the lack of
financing, both for agricultural producers and their associations and cooperatives, and for the public

and private institutions working in the sector, as discussed in the previous sections.

Overall, Guatemala needs to consider an integrated program to support agricultural and rural develop-
ment. More generally, it needs to pursue the transformation of the country’s food system, following the
commitments during the United Nations Food Systems Summit (UNFSS) (articulated in the “national
pathways” for food systems transformation) and the climate change negotiations under the United Na-
tions Framework Convention on Climate Change (UNFCCC), including the Paris Agreement and the
Glasgow Climate Pact (COP26) (which are embedded in the Nationally Determined Contribution
(NDCs) and National Adaptation Plans (NAPs)). Guatemala presented a “national pathway” under the
UNFSS and also its NDC and NAP.

The current design of the national pathways in many countries is very general, lacking the definition of
guantitative objectives, policy instruments and investments, costs, financing, and institutional aspects
for their effective implementation. Further, it is not clear how (or whether) those national pathways are
coordinated with the NDCs and NAPs. Therefore, Guatemala needs to consider the design of the na-
tional programs for food systems transformations aimed at achieving the nutrition, health, employment,
environmental, social inclusion, and related Sustainable Development Goals (SDGs). But those na-

tional pathways need to also consider the NDCs and NAPs of the UNFCCC.
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Within that exercise it is also important to analyze the financial sources to implement that integrated
plan: international development funds (multilateral and bilateral); public sector budgets; banking sys-
tems and capital markets (Diaz-Bonilla, Swinnen, and Vos, 2021). Bilateral and multilateral funds, as
well as public sector budgets in many countries are constrained, but they can be used more strategi-
cally to mobilize the resources of the other two sources. This will, in turn, support small farmers and
scale up productivity enhancing technologies, which also help with climate adaptation and mitigation,

improving resilience.

The report did not provide a detailed analysis of the existent and potential financial sources and their
mobilization but outlined several approaches to mobilize different financial sources. It was argued that
the costs are financeable, and that the programs suggested, besides alleviating poverty, increasing re-
silience, and reducing migration, will have further positive effects such as encouraging growth (and
therefore helping increase revenues), and reducing other expenditures (such as those related to reduc-
ing crime and addressing humanitarian crises).Hopefully the ideas outlined here can be an initial step in
an integrated program for reducing poverty and food insecurity, improving nutrition, and ensuring envi-

ronmental sustainability and resilience in Guatemala.
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ANNEX A

FIGURE A. 1 Guatemala: Distribution of Beneficiaries and Benefits (by quintiles; aver-

age 2010-2019)

Guatemala: Distribution of Beneficiaries and Benefits

(by quintiles; average 2010-2019)
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Benefits

It is a conditional cash transfer program coordinated by the Ministry of Social Development (MIDES),

aimed at families living in conditions of poverty and extreme poverty. It seeks to increase the schooling

rate of children, as well as to improve their health and nutrition. This program supports the National

Strategy for the Prevention of Chronic Malnutrition.

Beneficiaries: Families in a situation of poverty and extreme poverty with children between 0 and 15

years old, pregnant and lactating women, girls and adolescents who are victims of sexual violence, and

pregnant women or mothers aged 14 or younger whose cases have been prosecuted by the legal sys-

tem.

44 Directly from ECLAC 2022- Database of non-contributory social programs
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It is implemented at a national level, prioritizing municipalities that fall under poverty, emergency, natu-
ral disaster, or other similar criteria. Beneficiaries should be registered in the Registro Unico de Usu-
arios (RUU).

This program replaces Mi Familia Progresa and is also known as Mi Bono Seguro.

The Public calamity bonus is a category within the Social Bonus program, which identifies the health
and/or education bonuses granted to beneficiaries who live in places declared under any of the states
of exception, so that they can receive the health and education bonuses without co-responsibility. The

amount of the health and/or education bonus can be increased by up to 50%.

In 2020, due to COVID-19, the program suspended the conditionalities for education and health. Chil-

dren between 6 and 15 years old should be registered and attend regularly to school.

In October 2018, two different scales were established regarding the amount of the transfer, which var-
ies between GTQ $300 (USD 40) and GTQ $500 (USD 70), depending on the department. GTQ $300
(USD 40) for the departments of Huehuetanango, Quiché, Alta Verapaz, Chiguimula, Totonicapan, San
Marcos, Solol4, Baja Verapaz, Jalapa and Juiapa. GTQ $500 (USD 70) for the departments of Sacate-
péquez, Chimaltenango, Escuintla, Suchitepéquez, Retalhuleu, Santa Rosa, Petén, Izabal, Progreso,

Zacapa and Quetzaltenango.

The responsible institution and the executing agency is the Ministry of Social Development. The financ-
ing has been supported by different International Financial Institutions.
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2015 2016 2017 2018 2019 2020
Budget
uss$ 48,205,004 | 66,498,867 | 39,100,829 34,465,464 | 43,369,455 43,288,366
Education Transfer 32,046,887 | 43,091,883 | 30,325,607 28,926,737 | 40,617,340 26,661,523




Health Nutrition Transfer 16,158,117 | 23,406,984 8,775,223 5,538,727 2,752,115 16,626,843

%GDP 0.08% 0.10% 0.05% 0.05% 0.06% 0.06%

Budget Execution

uss 32,536,012 | 66,492,708 | 28,768,612 37,039,953 | 30,426,228 44,894,135

Education Transfer 22,592,172 | 43,088,686 | 26,712,593 28,925,541 | 27,647,205 23,232,366

Health Nutrition Transfer 9,943,839 | 23,404,023 2,056,019 5,538,129 2,294,919 16,617,316

Growing healthy transfer 2,576,284 484,104 5,044,453

%GDP 0.05% 0.10% 0.04% 0.05% 0.04% 0.06%

People Coverage

Effective 4,002,424 3,907,569 936,960 931,482 781,020 771,705

% Population 24.63% 23.56% 5.54% 5.40% 4.44% 4.31%

Cash Transfers (US$)

Min amount per house-
hold 78.2 78.4 68 67 39 38.9

Max amount per house-
hold 98.2 98 885 864 845 842

Programa Bolsa Social

Conditional cash transfer program that aims to increase access to products of the basic food basket for

individuals and families living in poverty and extreme poverty, residing in urban and rural areas.

Beneficiaries: Families in urban areas in poverty in the municipalities of Guatemala with children under
18 years of age, pregnhant women, lactating mothers, older adults (over 65y/0) and people with disabili-

ties.

The family receives an in-kind transfer (food package composed of beans, rice, mosh, corn flour, vege-
table oil, sugar, salt and incaparina). The cost of the package of food in 2015 was GTQ 191 (USD 9). In
2016 it was replaced by a debit card.
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The second component of the program is a monthly money transfer equivalent to GTQ 250 (USD 32.5)
in 2021. The family has an education responsibility (enrollment in a public education center endorsed
by the Ministry of Education for children between 6 and 15 years of age) and information and aware-

ness (participation in activities planned by the Subdireccién de Bolsa de Alimentos).

The Program started as "My Safe Bag" through the Ministerial Agreement 02-2012. In 2016 it was mod-
ified (Ministerial Agreement DS-24-2016) to change the food delivery mechanism using a debit card. In
2018, through Ministerial Agreement number DS-149-2018, the name of the program was changed to

Bolsa Social.

The responsible institution is the Viceministry of Social Protection. The executing agency is: Subdirec-

cion de Bolsa de Alimentos.

2015 2016 2017 2018 2019 2020
Budget
uUss$ 11,836,400 | 1,453,959 | 7,697,669 8,031,145 5,885,673 | 5,866,654
%GDP 0.02% 0.00% 0.01% 0.01% 0.01% 0.01%
Budget Execution
Uss 5,917,877 | 1,145,273 | 2,941,403 6,550,728 5,885,673 | 5,866,654
%GDP 0.01% 0.00% 0.00% 0.01% 0.01% 0.01%
People Coverage
Effective 1,487,156 48,288 139,464 157,228 163,114 144,045
% Population 9.15% 0.29% 0.82% 0.91% 0.93% 0.80%
Cash Transfers
(US$)

25.0 32.9 34.0 33.2 325 324

Programa Vida

Social program of conditional cash transfers aimed at promoting attendance to health services by preg-
nant girls and adolescents or mothers, under 14 years of age, victims of sexual violence, whose cases
have been prosecuted by the legal system. The program promotes attendance at pregnancy controls

and check-ups of their children.
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This program is part of the Institutional Agreement to Strengthen Care for Pregnant Girls and Adoles-
cents Under Fourteen (14) Years of Age, which aims to guarantee comprehensive care for victims by
State Institutions. The institutions included in the Agreement are the Ministry of Public Health and So-
cial Assistance (MSPAS), the Ministry of Education (MINEDUC), the Public Ministry (MP), the Attorney
General's Office (PGN), the Secretariat against Sexual Violence, Exploitation and Human Trafficking
(SVET), and the Ministry of Social Development (MIDES).

The program does not use a socioeconomic assessment method for admission. The pregnant girl or
adolescent or mother is identified by institutional actors, local or community authorities, civil society or

religious organizations, among others.

The responsible institution and the executing agency is the Ministry of Social Development. The financ-

ing is provided by the Government of Guatemala.

2017 2018 2019 2020
Budget
uss 146,980 164,779 207,362 147,637
%GDP 0.00% 0.00% 0.00% 0.00%
Budget Execution
uUs$ 164,779 118,687 147,637
%GDP 0.00% 0.00% 0.00%
People Coverage
Effective 567 714 1,000
% Population 0.00% 0.00% 0.01%
Cash Transfers
(US$)

199.5 194.9 194.3
Total of Conditional Cash Transfers Programs-Guatemala

2015 2016 2017 2018 2019 2020
Budget
uUss$ 60,041,405 67,952,827 46,945,478 42,661,388 49,462,490 49,302,657
%GDP 0.10% 0.10% 0.07% 0.06% 0.06% 0.06%
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Budget Execution

Uss$ 38,453,888 67,637,981 31,710,015 43,755,459 36,430,589 50,908,426

%GDP 0.06% 0.10% 0.04% 0.06% 0.05% 0.07%

People Coverage

Effective 5,489,579 3,955,856 1,076,424 1,089,277 944,847 916,751

% Population 33.78% 23.85% 6.36% 6.32% 5.37% 5.12%

Cash Transfers
(US$)-Monthly

Min amount per
household (1) 25.0 32.9 34 33 325 324

Max amount per
household (2) 98.20 98 885 864 845 842

Source: ECLAC 2022- Database of non-contributory social programs
(1) The family only receives food support.

(2) The family receives, food and education transfer and since 2017 the family may receive in addition the calamity bond if they comply with
the requirements.

Labor Programs
Programa Beca Social

It replaces many of the programs described below that ended. The Social Scholarship program is
aimed at the population living in poverty or extreme poverty in the country, in urban and rural areas who
are in the following ages: Social Scholarship Middle Education for adolescents and young people be-
tween 11 and 24 years of age; Higher Education Social Scholarship aimed at young people between 16
and 28 years old; First Employment Social Scholarship aimed at young people between 18 and 25

years old; and Artisan Social Scholarship for adults, preferably women.

The objective of the program is to facilitate access, continuity and permanence in formal education,
training, and the formal labor market, via secondary and higher education, productive training and em-
ployability for adolescents, youth and adults living in poverty or extreme poverty in urban and rural ar-
eas of the country. The beneficiaries receive monetary transfers in the form of scholarships via bank

channels and they are subject to compliance with co-responsibilities by program participants.

The responsible institution and the executing agency are the Ministry of Social Development. The fund-
ing is provided by the Government of Guatemala.
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Beca Mi primer Empleo

It ended in 2018. The program tried to promote the integration into the formal labor market of adoles-
cents and young people between the ages of 16 and 25 from urban and rural areas, in situations of
poverty, extreme poverty and unemployment, through temporary hiring as apprentices. The program

has a total duration of eight months and is divided into two phases:

1) Training of 5 hours per week for a maximum period of 60 hours. The Instituto Técnico de Ca-

pacitacion Productiva will be the organization providing the training. After finishing, the benefi
ciary will get a job certificate.
2) Take an internship in the assigned company to finish the training. The beneficiary will need to

comply with 35 hours per week.

If the users comply with the established co-responsibilities, the Ministry of Social Development deposits
GTQ 2,000 (USD 300) to the employer, who will, in turn, pay to the beneficiary the equivalent of 40% of

the current minimum wage plus an incentive bonus of GTQ 250 (USD 35).

The young population of the whole country is eligible, but they should be registered at the Sistema de

Administracion de Becas (SAB).

The responsible institution and the executing agency are the Ministry of Social Development. The fund-

ing is provided by the Government of Guatemala.

2014 2015 2016 2017
Budget
uUss$ 413,852 623,216 589,677 1,117,551
%GDP 0.0007% 0.0011% 0.0009% 0.0016%
Budget Execution
uUs$ 316,079 383,317 579,071 1,098,234
%GDP 0.0005% 0.0007% 0.0009% 0.0016%
People Coverage
Effective 299 1,014 345 704
% Population 0.0019% 0.0064% 0.0021% 0.0043%
Cash Transfers (US$)-Monthly
Max amount per capita 215 215 215 215
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Mi Beca Artesano

This program also ended in 2018. The objective of the program is to strengthen and develop people's
skills through training in handcrafted products to improve their family income. This scholarship has a
duration of 3 to 6 months of training and technical assistance. The program is especially oriented to ru-
ral areas and to the organization of groups so that the training process contributes to improving their
productivity. The amount of the scholarship is between GTQ 1,200 (USD 170) and GTQ 1,800 (USD

260). The program tries to empower families to establish their own business.

The beneficiaries are adults, preferably women, in a situation of poverty or extreme poverty, without for-
mal employment, who have skills for handicrafts. The people will have to comply with 80% of the train-
ing and have made samples of the product they will try to produce for sale. Even though it is a national

program, it targets neighborhoods with extreme poverty levels.

The responsible institution and the executing agency is the Ministry of Social Development. The funding

is provided by the Government of Guatemala.

2014 2015 2016 2017
Budget
uss 736,646 705,629 1,800,782
%GDP 0.0013% 0.0011% 0.0026%
Budget Execution
uUss$ 823,695 559,330 670,252 1,767,055
%GDP 0.0014% 0.0010% 0.0011% 0.0026%
People Coverage
Effective 4,934 3,183 4,000 10,441
% Population 0.0316% 0.0200% 0.0246% 0.0631%
Cash Transfers (US$)-Monthly
Min amount per capita 170 170 170 170
Max amount per capita 260 260 260 260

Programa de generacion de empleo y educacién vocacional para jovenes en Guatemala

The objective of the program is to improve the standard of living of young people in Guatemala, from 14
to 29 years old, by providing them with quality job opportunities. The program supports the creation
and/or improvement of technical skills, strengthen the institutional framework of a national youth em-

ployment system and promotes independent work through SMEs.
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It is aimed at facilitating the inclusion of young people into productive activities in existing companies,
as well as through the creation and/or strengthening of Micro, Small and Medium Enterprises (MSMES).
This component incorporates an innovative model of Business Development Offices (ODE) at the local

level.

It also gives technical assistance to the Employability Services under the direction of the Ministry of La-

bor along with the SMEs program under the Ministry of Finance.
There is no quantitative information about this program in the table below.

The responsible institution and the executing agencies are The Ministry of Finance, Ministry of Educa-
tion and Ministry of Labor and Social Welfare. The funding is provided by the Government of Guate-

mala.

TOTAL LABOR PROGRAMS-GUATEMALA

2014 2015 2016 2017
Budget
uUss$ 413,852 3,645,422 3,486,822 5,263,350
%GDP 0.0007% 0.0062% 0.0055% 0.0077%
Budget Execution
uss 1,139,774 2,133,015 3,414,904 5,180,967
%GDP 0.0019% 0.0036% 0.0054% 0.0075%
People Coverage
Effective 5,233 8,990 10,633 18,147
% Population 0.0335% 0.0565% 0.0655% 0.1097%

Source: ECLAC 2022- Database of non-contributory social programs

It includes Programa Beca Social Primer Empleo, Beca Social Educacion Media, Beca Social Educa-
cion Superior y Beca Social Artesano.
Social Pensions

The Economic Contribution of the Elderly was designed to protect the elderly or disabled population
who lack economic resources and who are left without the right to other types of pensions. Also, both
preventive and curative medical care is offered to the beneficiaries of this program, under the responsi-

bility of the Ministry of Public Health and Social Assistance.

Beneficiaries: people older than 65 years old.
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The institution responsible is the Ministry of Labor and Social Welfare. It is financed by the Government

of Guatemala.

2014 2015 2016 2017 2018
Budget
uss$ 65,971,549 66,447,919 69,917,443 65,579,094
%GDP 0.10% 0.10% 0.09% 0.08%
Budget Execution
uss$ 63,112,425 | 64,234,080 65,329,488 67,467,914 | 65,246,068
%GDP 0.11% 0.10% 0.10% 0.09% 0.08%
People Coverage
Effective 107,038 107,824 103,167 103,083 101,673
% Population 60+ 11.19% 10.98% 10.14% 9.79% 9.34%
Cash Transfers (US$)
Monthly contribution 51.73 52.25 52.63 54.13 53.20

Source: ECLAC 2022- Database of non-contributory social programs
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