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Country: Guatemala

Social and Economic Background of Guatemala 

According to the World Bank, in 2004, Guatemala had a population of 12.6 million people, 54% of whom were between the age of 15 and 64. The 2004 PPP adjusted GDP per capita in terms of current international dollars was $4,191. Guatemala had an unemployment rate of 1.8% in 2002, according to the World Bank. The World Bank also estimates that the informal sector income accounted for 51.5% of GNI in 2004. From 2003 to 2004, the workers’ remittances in Guatemala amounted to US$2.1 billion based according to the World Bank. The GINI coefficient for Guatemala in 2000 was 0.6. In 2000, 15.9% of the population lived under US$1 per day and 37.4% of the population lived under US$2 per day. The World Bank and the OECD estimate that Guatemala’s M2/GDP ratio was 31% in 2003. In the same year, Guatemala received US$115.8 million current FDI net inflow and US$247 million in foreign aid and development assistance.

The currency of Guatemala is the quetzal (Q). The average exchange rate was Q7.82:US$1 in 2002, Q7.94:US$1 in 2003 and Q7.95:US$1 in 2004, according to the Economist Intelligence Unit (EIU).

Guatemala has completed the World Bank and IMF’s Financial Sector Assessment Program (FSAP).
Doing Business in Guatemala

The World Bank uses several indicators to assess the business environment of a country. In Guatemala, entrepreneurs are required to go through 15 steps to launch a business, at a cost of 62.8% of GNI per capita in 2004. Registering property requires 5 steps. It costs 15% of GNI per capita to create collateral. Guatemala scores 1 on a scale from 0 to 7 on the Disclosure Index, which measures the government protection of investors and business owners.

According to the Inter-American Developing Bank, Guatemala has an official credit registry of business owners and individuals, which was established in 1996. In terms of the World Bank’s Credit Information Index rating, Guatemala scores 4 on a scale from 0 to 6.  

Regulatory and Legal Environment of Guatemala

According to the World Bank, it takes 47 procedures and 1,459 days from the time a plaintiff files a lawsuit to when he or she is actually compensated. The cost of enforcing contracts in terms of legal and court fees reaches 14.5% of debt value. Filing bankruptcy takes about 4 years with a cost of 18% of estate value. The recovery rate for creditors in Guatemala is $0.18 per USD.  

According to the Asian Development Bank (ADB), the Guatemalan regulatory agency for credit cooperatives is a private agency created by the credit cooperative federation. This agency began as a ratings agency and evolved into a regulatory one. The agency acquires strong financial and technical support from CGAP and from the World Council of Credit Unions (WOCCU). Its primary mandate is to collect and provide transparent information.
The US Department of State reports that Guatemala passed a foreign investment law in 1998 to streamline and facilitate foreign investment. There is no impediment to the formation of joint ventures or to the purchase of local companies by foreign investors. Most foreign firms operate as locally incorporated subsidiaries.
Microfinance Institutions (MFIs) and Commercial Banks’ Involvement in Guatemala

According to the World Bank, in 2001, 27 commercial financial institutions were operating in Guatemala.  CGAP states that Banrural is the only commercial bank involved with microfinance, serving 21,000 clients.

The World Council of Credit Unions states that 26 credit unions are officially registered in Guatemala, serving approximately 550,000 clients. The main services provided by these institutions are loans, voluntary saving, training and consulting and health.

According to CGAP, there are 8 MFIs in Guatemala serving 50,187 clients. Genesis Empresaria, the largest MFI in Guatemala, accounts for over 50% of Guatemala’s total clientele. According to Mix Market, MFIs in Guatemala provide mainly loans, voluntary savings, training and consulting, business development, health and education services to the poor.

The SEEP Network reports that there is one microfinance association in Guatemala called Red de Instituciones de Microfinanzas de Guatemala (REDIMIF). REDIMIF was informally established in 2000 and legally registered in 2001.  It aims to improve its member institutions by providing financial and technical products and services. At present REDIMIF has 21 MFI members and provides network services including technical services, information dissemination, and policy advocacy. 

Activities of Guatemala’s National Committee

Guatemala’s National Committee is creating a work plan in the area of microfinance. The National Committee is organizing a 2-day event with over 300 participants, which will be opened by the country's Vice-President and closed by the President.
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