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By Ezra K. Fieser

AJOLA, QUETZALTENANGO - People in

the U.S. know well Guatemala’s aromatic
coffee and bananas. Everyone, now and again,
comes across a “Made in Guatemala” label on a
shirt or pants. But in small towns throughout Gua-
temala, the most valuable thing the country grows
has nothing to do with agriculture or sewing fac-
tories. The money migrants living in the U.S. send
home is more beneficial to local economies — es-
pecially in poor towns — than any product.

By signing the Central America Free Trade
Agreement, the countries cemented Guatemala’s
future as an export economy; the mass produc-
tion of products for foreign markets is supposed
to create jobs and opportunities that will lift peo-
ple out of poverty.

Neither supporting growth in the export sec-
tor, nor opening the economy to foreign invest-
ment has done much for the poor. The truth is that
family provides the greatest economic tie between
the U.S. and Guatemala. It provides the greatest
legal source of foreign income for Guatemalans.
And it has supplied the building blocks of pros-
perity to hundreds of thousands of poor people.

One in three Guatemalans receives money
from someone living abroad. Most of it goes to
people in the poor Highlands, populated by in-
digenous Maya.

Across the country, people in small towns
and big cities line up monthly at the post office
to receive a money order from a family member
living abroad.

A majority of the estimated 1 million Gua-
temalans living in the United States send re-
mittances each month. With it, families build
homes, they buy cars, they construct lives that
offer a glimpse of something more than the
delicate balance of poverty and family. The
money provides some hope.

CAFTA does not address migration. Free

trade agreements deal with goods and services,
not people. But for countries such as Guatemala,
the worker is its most important export.

In February, I attended a two-day confer-
ence on migration. It brought together dozens
of prominent minds from across the Americas.
Six Nobel Peace Prize laureates spoke. Former
presidents. Current vice presidents.

The conference featured a stale, but impor-
tant, message: The United States needs com-
prehensive immigration reform. Included were
speeches by two undocumented immigrants
who were deported after the raid on a meat-
packing plant in Postville, Iowa. Their hard-
luck stories drew standing applause.

None of it stood out, except the message of
a handful of Catholic bishops and priests who
work in areas heavily transited by migrants.
They pointed out that products flow across
borders freely, but Guatemala is put at a dis-
advantage because its largest “product” is re-
stricted.

“Today, the rights of migrants are being
punished by anti-immigration policies,” said
Reverend Monsignor Pablo Vizcaino Prado,
president of Guatemala’s Catholic Bishops
Council.

“We’d like the Guatemalan migrant to be
seen as a richness, the greatest richness that
Guatemala exports.”

I wondered what would happen if Gua-
temalan labor could really move freely to the
United States. Would local Guatemalan com-
munities fair better or worse?

As such a community does not exist, I
found a close second.

NESTLED IN A SMALL valley in the
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a dirt path behind his house. The
path separated fallow cornfields
from a row of newly constructed
concrete block homes.

“Almost no concrete houses
were here when I left” for the Unit-
ed States, he said.

Jiménez decided to leave his
small town because “there was
nothing here. There were no jobs.
Nothing. And I was a kid, you
know. You get that ‘oh, my town
sucks, I gotta get out of here’ thing
when you're a kid.”

He left on a Tuesday evening
with a group of friends from the
town who had scraped together

Eduardo Jimenez (center), in his office in Cajola, talks to students whose parents can'’t for a down payment to the coyote
afford to buy the notebooks they need to keep them in an otherwise free school. who led them into the Mexican
desert and across the California
highlands about six hours west of Guatemala City, Cajola | border to Los Angeles.
is one of hundreds of towns built on migration.

He shared a one-room apartment with six other men,
By all appearances, Cajola is a typical Maya town. (Lo- | squeezed in there “like we were little sausages in a can. It
cated in an area predominantly populated T
by Qechi Maya, Cajola is one of eight small MEXICO ,\/
towns inhabited by the much smaller Mam =
linguistic group.) Agriculture has long been &
its backbone, with families raising enough
corn, beans and chickens on small plots of
land to feed their families. They supple-
ment their harvests with purchases at the
town’s teeming market, which opens two " MEXICO
days per week.
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I metJiménez early in the morning on
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was pretty gross,” he said.

Jiménez stuffed flyers under car windshield wipers by
day and worked odd jobs at night. After paying rent and
for food, he had enough left over to send something home
every month.

“That was the idea. I didn’t want to live in the U.S.
I just wanted to go up there, make some money, build a

house and buy a car and then come back to my family,”
he said.

He spoke no English and had little idea of how to
acclimate himself to his new life. He recalls distributing
flyers one afternoon when a UPS driver came walking to-
ward the parking lot. “Man, I threw those flyers up in the
air and when sprinting,” he said. “I ran all the way home
and locked the doors. I told one of my roommates not to
go the window because the federales were looking for me.
I didn’t know the U.S. didn’t have federales like they do in
Mexico. I mean, they were dressed in that brown suit, so I
figured they were officers.”

A few years later, he followed a cousin to New Jersey,
where, he was assured, jobs were plentiful in construction.
There, he earned more, enough to send home hundreds of
dollars a month.

While he was in the U.S., hundreds, then thousands,

of other Cajola residents followed his path. It was an exo-
dus repeated throughout Guatemala and throughout Cen-
tral America. Migration experts say some 20,000 to 30,000
Central Americans attempt to migrate each year.

“After a while, Cajola started losing its young men,”
Jiménez ’s 70-year-old mother told me over lunch. “They
just kept leaving and leaving. Their wives would get preg-
nant and they’d leave to find work. We had babies. We had
women. We had old people, like me. But we didn’t have
young men. We had some, but it wasn’t the same.”

Demographics weren't the only thing changing in Ca-
jola. The town was undergoing a physical transformation.
Monthly $400 money orders began piling up. Residents
tore down adobe homes and went to work on two-story
concrete-block homes with tiled floors, wraparound decks
and arched windows.

Cajola immigrants, working construction jobs in the
bristling U.S. real estate market, were paying for a mini
housing boom back home. Shops peddling hardware to
new homeowners opened on a burgeoning main street in
the town'’s center. Cement-block dealers began competing
with each other, driving down prices. In a town where au-
tomobiles were once a rarity owned only by a handful, car
washes sprung up.

The U.S. was the principal benefactor of this growth.

Cajola seen from a nearby ridge.
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Two Mayan women walk past an old adobe home which sits next to a new concrete-block home.

It seemed that everyone was getting a money order in the
mail.

The same thing was happening across the country and
throughout Central America. During those years, remit-
tances become a fundamental part of Guatemala’s econo-
my. In 2008, migrants sent home $4.3 billion, a sum worth
roughly 12 percent of the country’s gross domestic prod-
uct. For comparison, the value of the country’s famous cof-
fee, its largest agricultural export, was worth $646 million.
And foreign investors spent $724 million in Guatemala in
2007, according to the World Bank.

Economies of developing countries around the globe
rely heavily on the money migrants send home. Few are
tied as directly to the U.S. as the economies of Central
American countries, where hundreds of small towns, such
as Cajola, grew dependent on remittances in recent years,
the World Bank’s lead economist for the region, J. Hum-
berto Lopez, told me.

“For the past 25 years, the growth rate of remittances
has been fantastic,” he said, noting that the flow of funds
to Latin America increased from $2 billion in 1980 to more
$60 billion last year.

Remittances, on average, in Latin America and the Ca-
ribbean represent 2 percent of GDP. In Central America,
it's nearly 11 percent, Lopez said. “I think it’s fair to as-
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sume that in some areas [in Central America] remittances
can account for fifty percent of the economy.”

For a small town, the injection of cash can cause over-
night changes. Such was the case in Cajola when Jiménez
returned. In 2005, Jiménez was shot in the face in New Jer-
sey in a case of mistaken identity. Although he had gained
legal residency, he decided to return to the town.

When he got back, the town was nearly unrecogniz-
able.

“It was like bam, overnight there was something
there,” he said. “We went from nothing. This place with
a bunch of cornfields to a little town. I mean nobody had
even seen a computer when I left. Now, we have two In-
ternet cafes.”

Determined not to let the town’s newfound wealth
start and end with concrete homes and new cars, Jiménez
opened Grupo Cajola, an organization that pushes for so-
cial changes and plans development projects.

“It was important to me that we do something that
would help with the poverty,” Jiménez said. Despite the
improved livelihoods marked by solid homes, more than
90 percent of the town was living in poverty in 2005, ac-
cording to government statistics. As in many other Latin
American countries, remittances in Guatemala help to im-
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prove the quality of life for recipients, but they don't al-
leviate poverty entirely.

The group started a scholarship fund. Only one Ca-
jola resident had graduated university, Jiménez said. Now
there are three students enrolled in programs. It also con-
vinced the government to open a free primary school. It
operates out of a classroom next to the cooperative school
where the federal government, the town and the families
each pay a portion of the expenses.

The changes had a downside, too. Some of the town’s
residents with whom I spoke blamed a rising crime prob-
lem on the absence of fathers.

Economists say that remittances can become a disin-
centive to work or plan for a family’s future in small towns.
That was evident on the days I was in Cajola. Residents
were planning giant parties every night, complete with a
freshly butchered cow and copious amounts of alcohol.
It wasn’t a holiday week. In fact they weren’t celebrating
anything save for maybe the end of a Tuesday, as joyous
as that might be.

“It's hard to get them to understand the value of saving
and planning because they’ve never had money before,”
said Caryn Maxim, a New Jersey resident who met Jiménez
years ago and now regularly visits Cajola to assist with so-
cial projects. “They treat money like its food or water; ese it
until it’s gone. It's understandable that they’re like that. But
it’s also frustrating because you can’t change their minds.”

AN ESTIMATED 80 PERCENT OF THE money
sent home by migrants goes to poor families. The send-
ers are predominantly males between the ages of 20 and
44 working in construction. Roughly 70 percent are in the
United States illegally.

AS in other Latin American countries, residents pay for
basic necessities, such as food, transportation, communica-
tion and appliances with the money received. Despite the
way Cajola residents appeared to misspend the money, Gua-
temalans have more of a tendency to invest the money than
recipients in other countries. A 2005 study by the World Bank
found that some $500 million had been spent on housing
construction and that some 300,000 recipients are business
owners using the money to supplement their income. One-
third of those businesses operate in agriculture, an industry
shunned by financial institutions but key to the many rural
communities, the report notes. What's more, families that re-
ceive remittances spend more of their household budget on
education than families that do not receive remittances.

Economists say remittances have become both an im-
portant part of the country’s macro picture as well as a
foundation of local economies. And because of the depen-
dence on remittances, they are likely to continue to grow.

I was curious as to where remittances fit in the coun-
© INSTITUTE OF CURRENT WORLD AFFAIRS

try’s economic picture, in particular how it related to the
strategy of export growth the country was pursuing.

Vince MclIlhenny, an economist who has studied the
relationship, said migration and remittances are key to the
overall health of Central American economies. As countries
pursue economic changes, which include the signing of
CAFTA, remittances will become more important, not less.

Why? He says governments promote migration as a
de facto social policy because it helps to fill the macroeco-
nomic void being created under their newly liberalized
economies. The money being sent home helps to equalize
the trade deficit being created by open markets.

Not surprisingly, the Guatemalan government says it
does not support illegal migration to the United States, but
it does recognized the benefits of the remittances being sent
home.

Economic numbers supports Mcllhenny’s theory.

As I have written in previous newsletters, the signing
of CAFTA has opened Guatemala’s doors to duty-free U.S.
imports. In turn, the trade surplus it long enjoyed with the
U.S. — its largest trading partner — has eroded and has
now been reversed.

In the period since the end of its civil war, Guatemala’s
trade balance with the U.S. grew rapidly, peaking in 2002
when it exported $752 million more worth of goods than
it imported. In 2008, U.S. saw a $1.3 billion trade surplus
with Guatemala, thanks in large part to CAFTA.

Remittances rose sharply as the trade deficit expand-
ed. In 2005, the last year in which Guatemala saw a trade
surplus, migrants sent home roughly $3 billion. By 2008, it
had risen to $4.3 billion, an increase of 43 percent, a jump
that far outpaced the growth from 2002 to 2005.

Of course, the average Guatemalan is not keeping an
eye on the trade balance.

Guatemalan economist Eduardo Ordofiez, a professor
at San Carlos University in Quetzaltenango, said the fac-
tors fueling the growth in remittances are the same factors
that have fueled a growth in migration. Since the end of
the civil war in 1996, the country’s economic shifts have
damaged the agricultural sector, particularly on small
farms, fueling an increase in migration and, therefore, an
upswing in remittances.

Per capita agricultural production underscores Or-
dofiez’s point. The year after the end of the civil war, the
index that scores per capita output of agricultural products
peaked. Since then, it has fallen steadily, recently reaching
levels not seen since the early 1960s when the land dispar-
ity in Guatemala was arguably at its worst.

The point made by both Ordofiez and Mcllhenny is
5



that the Guatemalan economy relies on remittances as
much as the people of small towns do.

Remittances are not part of the government’s econom-
ic strategy, per se, but one government official told me it
would be impossible to replace the economic benefits de-
rived from that flow of cash.

A snapshot of what life without remittances might
look like has recently been on display, thanks to the falter-
ing U.S. economy.

JUST AS IT GREW UP SOLELY ON remittances,
Cajola is now suffering the effects of being overly reliant
on a single source of income.

According to Guatemala’s central bank, the flow of
money dropped this year for the first time since 2000. Re-
mittances sent home in February were down 11 percent
compared to a year earlier, to $282 million.

Lopez, the World Bank economist, said remittances
to Central America will likely fall 10 to 15 percent this
year. It would be the first annual decline since the bank
began tracking the flow of remittances 15 years ago.

“What we're seeing is directly tied to the U.S. labor
market,” he said. “The sectors where migrants were work-
ing have been hardest hit. The workers are now struggling
to take care of themselves. There’s not extra money to send
home.”

In Cajold, Jimenz estimates the average amount a fam-
ily receives fell from $400 to $100 in the past year.

“Remittances were the pillar of our economy, the basis

for the progress we’d made. Without them, everything is
harder,” Jiménez said.

The effects have been widespread. On a recent week-
day, out-of-work construction hands lined up on street
corners hoping to find a job for the day. A local cement
block dealer said he hadn’t made a sale in a week. An el-
ementary school teacher dropped by Grupo Cajold’s office
looking for notebooks. Parents, who couldn’t afford the
$3 for materials, had threatened to pull their kids out of
school, the teacher said.

Physically, the town is a disarray of boarded-up, half-
built block homes pierced with rusting iron rebar.

At one of the few still-active construction site, dozens
of men pass by each morning looking for work.

“We go day by day,” said Ruben Majia, who is over-
seeing the construction of the single-family home for a
cousin, who is in New Jersey. “People come every day,
but I can’t hire them. We don’t have enough money to pay
them.”

In a neighboring town, men who once worked steadi-
ly at local construction site gather in groups, looking for a
job for the day. Two years ago, the groups didn’t exist, the
men said. “There was enough work in my town. I didn’t
need to come here,” said Carmilo Morales, a 46-year-old
who earns about 50 or 60 quetzales (about US$7) on the
days he gets work. “I used to work at a concrete block fac-
tory. Now people stopped buying the blocks.”

I'met Julia de Huinil, a 24-year-old woman raising an 8-
year-old son in a shabby room behind her parents’” house.

Her husband, Fredy, went illegally to Georgia six years
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Cajola, a small town
in western Guatemala,
has been transformed

by the remittances

migrants living in the

United States send

home. But as that
money dried up, the
town has been left
with dozens of half-
constructed homes.
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Concrete blocks stack up at a nearby factory. The drop in
remittances has effected every part of the area’s economy,

most directly those related to construction.

ago with plans to send home money to build a house like
the neighbors did. Now, she’s relying on her family and
friends to feed her child.

“We don’t have anything now. At least when Fredy
was here we had a family,” she said. “He hasn’t seen his
son in six years. Only pictures.”

I reached Fredy by phone at an apartment he shares
with other Guatemalans in Chamblee, Georgia, on the out-
skirts of Atlanta.

“She has no job. There’s no work for her. The money I
sent was the only money they had,” he said about his wife
and son.

Huinil, who earns $6 per hour
stocking shelves at an Asian grocery,
said he used to send home the mon-
ey he earned working extra hours in
landscaping. Those jobs have dried

up.

“Now I send $100 or $200 every
two months or maybe every three
months. After I pay for my rent and
food there’s not much left.”

THE EXAMPLE OF CAJOLA
SHOWS the migrant workforce can
improve lives for Guatemalans. It
can also be the source of pain. For
many Cajold families, things have
crumbled just as quickly as they im-
proved.

Jiménez reminded me of the
two faces of the economic benefits of
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remittances just as I was readying to leave
his office.

He began to recall his journey north at
the age of 16.

“You know, now that I think about it,
the worst thing about it wasn’t the trip. I
was scared, but I was also excited. And I
was a kid, so I didn’t know any better,”
he said. “The worse thing was when I was
there and settled, there were all these ru-
mors that because of the end of the war
all Guatemalans, no matter where, had to
come home. And I wanted to come home,
I did. Everyone was excited and proud be-
cause the war was over and Guatemala was
in the news all the time. But I remember
thinking that I couldn’t go and I couldn’t
be there with my family because if I went
home, I couldn’t make the money to send
home for my father to pay off the coyote for
my trip. He put up his land as collateral for my trip.”

He pointed out to the plot of land, a postage stamp of
churned up dirt and a few overturned rotting corn stalks.
The concrete-block homes Jiménez had built around it
were one of a hundred examples I'd seen of progress Ca-
jola residents had built with remittances. Set off the side,
however, one house sat unfinished. Weeds grew taller
than the open door frame. His brother, struggling to find
work, stopped sending home money a year ago and start-
ed drinking heavily.

“We built a life here off the United States and now
we're suffering the consequences. It’s like having a little
part of the U.S. economy right here.” u

Day laborers, a scene more familiar to residents in the United States living in areas
populated by many migrants, line up on a town street to wait for a job for the day.
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