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PRBPACB

The field work for this report was carried out primarily
during November, 1989, by a team composed of Robert C. Vogel (team
leader), Robert P. Christen, John J. McGuire, Juan Carlos Protasi,
Antonio M. Salas, and Michael Saperstein. In addition to the roles
of these individuals, the report was made possible by the
assistance of numerous Guatemalans from both the public and private
sectors who willingly gave interviews and provided other
information on which the report is based. A large number of
USAID/GUatemala staff also contributed greatly to the report
through their useful comments and suggestions as well as the large
volume of information that they provided.

In addition to the omission of certain issues that some
readers of this report may believe ought to have been included,
there is one major intentional omission. There is no discussion
of the Guatemalan Government's agricultural development bank,
BANDESA. Although BANDESA clearly plays an important role in
Guatemala's rural financial markets, there have already been so
many studies and reports in recent years focusing on BANDESA that
it was mutually agreed that BANDESA not be included. Nonetheless,
the resolution of BANDESA's problems could have a major impact on
the functioning cf rural financial markets in Guatemala.
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CHAPTBR I

IR'l'RODUCTION, RECBNT DEVELOPMENTS, AND THE IMPACT 0]11 LIBBRALIZATION

Introduction

The Guatemalan economy is presently experiencing serious
macro-economic imbalances that have forced the economic authorities
to liberalize both the financial system and the foreign exchange
market. While it is not the purpose of this report to analyze the
appropriateness or the repercussions of the measures recently
taken, except in so far as they affect the capacity of the
financial system to provide credit and other financial services to
the private sector, especially in rural areas, the macro-economic
situation is nonetheless one of the main elements in the
development of the financial system, which makes it necessary to
discuss briefly certain key features of the macro-economic
environment. In particular, the financial system is currently
facing difficulties due to a balance of payments situation that
is threatening the internal and external stability of Guatemala.
The main factors giving rise to this situation are a substantial
fiscal deficit -- which has worsened during 1989 -- an overvalued
exchange rate and a persistent deterioration in the terms of trade,
due especially to the falling price of coffee. The price of
coffee, which was largely responsible for the improvement in the
economic situation during the coffee boom in 1986, has been falling
continuously throughout the past two years.'

The Balance of payments

Since 1987 the trade balance has been deteriorating rapidly,
from a deficit of US$ 268.5 million in 1987 to US$ 339.8 million
in 1988. with large expenditures on foreign tourism by
Guatemalans, mainly as a consequence of exchange rate
overvaluation, the service account has been deteriorating as well.
In fact, despite Guatemala's receipt of transfers amounting to
about US$ 200 million each year, the current account in the balance
of payment recorded negative figures for both 1987 and 1988.
Because of a positive balance in the capital account, mainly
consisting of private capital inflows to finance imports, an
overall positive balance was achieved in 1986. However, capital
inflows were insufficient to counterbalance the current account
deficit during 1987 and 1988, so that the Central Bank lost

'The price of coffee, which peaked at US$ 205 p/qq during the
second quarter of 1986, has dropped systematically to reach a low
of US$ 87 p/qq in the third quarter of 1989.
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international reserves. Table 1.1 shows the evolution of the
balance of payments over the past three years.

At the beginning of 1989 the foreign exchange balance showed
signs of instability that can be attributed mainly to negative net
flows of official and banking capital resulting from debt payments
by the public sector and the Central Bank. Nonetheless, the
remaining items of the balance of payments achieved positive
results. The second quarter, however, vas marked by growing
expectations of a future devaluation, so that imports began to
expand rapidly and exports to contract. As a result, there was a
significant decline in international reserves. In an attempt to
reverse these tendencies, the Monetary Board began to require
advanced deposits (in quetzales) for foreign exchange purchases
for tourism and authorized the Central Bank to swap gold reserves
amounting to nearly US$ 75 million for foreign exchange. These
measures, aimed at maintaining a constant exchange rate, did not
have lasting effects, however, as the monetary authorities
continued to lose international reserves. Table 1.2 shows the
monthly evolution of the Central Bank's net international reserves.

Table 1.1: The Balance of Paymen~s

(millions of US$)

1986 1987 1988

Current Account - 25.2 -365.9 -417.8

Trade Balance 168.1 -268.5 -339.8
Services -268.4 -288.8 -302.1
Transfers 75.1 191.4 224.1

Capital Account 64.1 267.6 353.7

Private capital 95.2 222.1 460.2
Official Capital - 31.1 45.5 -106.5

Errors and omissions 10.0 24.8 -19.2

Change in
International Reserves - 48.9 73.5 83.3
(+ indicates loss)

Source: Central Bank, Department of Economic Studies.
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~able 1.2: Net International Reserves
(millions of U5$)

1988 1989

January
February
March
April
May
June
July
August
September
October
November
December

26.3
2.7
2.0

-16.6
-38.0

4.6
-39.6
-63.9
-27.4
-66~4

-88.4
-59.7

- 44.8
- 50.2
- 68.7
- 65.6
- 70.9
-125.6
-170.9
-197.5
-158.2
-191.7

Source: Central Bank, Department of Economic Studies

The Monetary and ~isoa1 situation

The deterioration in the balance of payments was essentially
a consequence of the fiscal deficit that originated in the
expansion of credit to public sector. As shown in Table I.3, the
sources of monetization changed significantly between the first
nine months of 1988 and 1989. The expansion in the total means of
payments in 1989 more than doubled from the previous year, due
mainly to a large increase in credit to the Central Government and
to the repayment of long term loans and domestic pUblic debt. As
long as the exchange rate was held fixed, the expansion of the
money supply in excess of demand caused reserve losses for the
Central Bank, as shown above.

The increased financing' requirements of the Central Government
were caused by the increase in the fiscal deficit, shown in Table
1.4 for the first nine months of 1988 and 1989. The fiscal
situation deteriorated largely because the tax reform failed to
increase tax collections, while the government expanded investments
along with the higher operating expens~s that resulted from wage
increases. The fiscal deficit was mainly financed by increasing
the floating debt (e.g., amounts owed to domestic suppliers) Which,
together with import arrears, contributed to expectations of
instability, as forced mechanisms to finance the fiscal deficit
threaten to increase future monetary expansion.
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Table 1.3: Source. of Monetization
(changes in millions of Quetzales

to September of each year)

1988 1989 Difference

External Sector 63.8 100.3 36.5

Central Gov. Credit -308.4 32.5 340.9

Pub. Sec. Credit 5.4 24.0 29.4

Private Sector Credit 274.0 229.6 45.4

Fin. Company Credit 90.1 55.5 34.6

Net Assets 214.8 114.1 - 100.7

Hed. , Lq. Term Loans - 45.2 34.0 79.2

Others 4.2 46.4 50.6

Tot. Means of payments 162.7 387.8 225.1

Source: Central Bank, Department of Economic Studies

Table 1.4: The Piacal Deficit
(millions of Quetzales

first nine months)

1988 1989 Change Percent

Revenues 1.543.6 1.627.4 84.0 5.4

Expenditures 1.548.3 1.885.7 337.3 21.8

Current 1.313.6 1.565.7 252.0 19.2
Investment 234.7 320.0 85.3 36.3

Deficit(-) 4.7 - 258.0 -253.3

Financing - 18.7 284.1 301.4

New Debt 150.7 169.4 18.7
New Floating Debt -168.0 114.7 282.7

Change in Cash - 23.4 26.1 48.1

Source: Central Bank, Department of Economic StUdios
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The Lib.r.Ji••t~.OD Bfforts

In this context of macro-economic imbalances, the Monetary
Board first liberalized interest rates in August and then the
foreign exchange market in November in efforts to correct the
balance of paymeints disequilibrium. The liberalization of interest
rates, which was expected to reverse private and banking capital
outflows, did nc)t have the expected impact on financial markets or
the balance of payments as the bankers' association agreed to
maintain interest rates fixed at prevailing levels.

The subseQ~ent liberalization of the foreign exchange market
was intended to allow a more flexible exchange rate, to insulate
the economy from external shocks and to avoid the sharp
devaluations that had occurred in the recent past -- ana thereby
create more c10nfidence in exchange rate stability and reduce
expecta.tions of devaluation. The liberalization of the fcreign
exchange market did indeed have an immediate impact on the exchange
rate and the ballance of payments. However, due to negative foreign
exchange posi'tion of most banks, the initial exchange rate
devaluation damaged bank solvency.

In short, the liberalization efforts were undertaken in the
face of strong pressure on the balance of payments and not as part
of an ove:t'all new strategy for economic policy. The existing
macro-economi,c imbalances, the lack of Central Bank independence,
the limited range of monetary instruments available to the Central
Bank and the solvency problems facing many commercial banks
together undermined the expected desirable effect~ of the
liberalization efforts on saving performance, the availability of
finance for investment and the overall health of the banking
system. Nevertheless, given the macro-economic imbalances, the
liberalization efforts undertaken are preferable to the policies
of exohange control and financial repression that have prevailad
in Guatemala in the past.
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CHAPTER II

POLICY um LBGAL BNVIRONHEN'l'

The present context, including the policy and legal
environment, reveals several kinds of constraints that appear to
be relevant in explaining the allocation of credit, and financial
services in general, to the ll1ral sector and in indicating
potential future developmen~s. Many of these constraints are not
specifically related to finance in rural areas, but as long as they
affect credit in general, they inhibit the provision of adequate
financial services in rural areas. Thera main types of constraints
are:

general macro-economic conditions,

the solvency of the banking system, and

legal and banking regulations.

General Xacro-ecoDomic conditions

Macro-eeODomic Imbalances. Potential financial imbal~nce3

along with balance of payment problems inhibit the granting of
credit by the banking system. In the present context in which the
demand for the monetary base is dropping in both nominal and real
terms, an increase in credit to the private sector is only possible
if the public sector is contractive; otherwise, the Central Bank
will simply lose international rese~es. Until the fiscal deficit
is reduced, any increase in credit to the private sector will only
worsen the present situation, as each increase in domestic credit
not supported by incrsased demand to hold domestic financial assets
will leak out to bUy foreign goods thereby reducing
international reserves -- or will ~ppear as increased demand for
domestic goods -- thereby increasing prices. The expansion of
domestic credit based on foreign loans will not change the
situation significantly until the demand for money begins to
recover, as the borrowed funds will either end up outside the
country or result in higher prices, a higher exchange rate and
inflation.

From the macro-economic perspective, the essential element
for the development of more expansive credit poliQY is to restore
the demand for money and other financial assets in Guatemala. This
cannot be achieved through relying only on the liberalization of
interest rates and the exchange market. It is also essential to
correct the fiscal deficit. i'he deficit of the public sector
crowds out the private sector's access to credit from the banking
system, as interest rates paid on "Bonos de Estabilizacion" are
sUfficiently attractive for banks to place credit with the

6
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government rather than with the private sector. Moreover, the
measures recently implemented give rise to uncertainty, related not
only to general uncertainty from the adaptation to new rules but
also to the fact that economic agents know that these measures were
undertaken in an emergency to attempt to escape from the prevailing
crisis and the uncertain future. On tho other hand, the bankers'
association has so far kept interest rates from varying freely.
This has been beneficial for some banks (e. 9 ., in helping to
maintain their solvency) but it has not enhanced the demand for
money in quetzales but has rather stimulated the holding of foreign
exchange.

Taking these considerations into account, the following is
recommended:

implement a structural adjustment program to correct existing
macro-economic imbalances. Unfortunately, the pre-electoral
period does not bring conditions supportive of this objective.
As long as credit to the pub~'c sector is not constrained,
either by a smaller deficit or by a greater placement of debt,
credit to the private sector will need to be restricted.

Develop an active monetary policy as required by the pres'~nt

floating system for interest rates and the exchange rQ'i.~e.

For this to be possible, the Central Bank must have sufficinnt
autonomy to act rapidly in the money market by execut.il19 apert
market operations. This would permit control of the system's
liquidity and would thereby help to attain equilibrium
interest rates in the money market.

Nonetheless, monetary policy alone cannot achieve monetary
stability as long as monetary pressures resulting from fiscal
imbalances ere not removed.

Trade Barriers and Bxchange Rate Ove::valuation Undermine
J1inancial Intermediation for Agriculture. Trade barriers, together
with overvaluation of the exchange rate, distort relative prices 
- thereby affecting the profitability of both export and domestic
activities, including agriculture in particular. This situation
has undermined the demand for credit and savings mobilization in
rural areas. The demand for credit is related' to the cost of
credit (e. g. , interest ratAs, surcharges, taxes, etc. ) and to
expected future returns, so that the amount and allocation of
credit in rural areas, as elsewhere, will be related mainly to
these two factors. The discussior. in this section focuses 011
expected future returns.

Farmers • real incomes have a strong effect on fin')ncial
intermediation in rural areas, inclUding not only the demand for
credit but also the supply of deposits. In the case of
agriculture, which is largely open to international trade, real
income is related to world prices, import protection, export taxes

7



and the real exchange rate. Pric9a send signals to farmers to
arrange their production, and hence the allocation of resources,
in the direction of the greatest mar9inal benefIts to the economy
from produclng a given commodity. These benefits are measured by
world prices, converted into domestic prices at an appropriate
exchang'! rate. By now it is well accepted that protection to other
sectors of the economy can penalize producers of exportables and
of import-competing products in agriculture. A direct penalty of
a policy that protects industry (i.e., through tariffs, import
quotas, export taxes and various non-tariff trade restrictions in
the case of Guatemala) is to raise the cost of importable inputs
such as fertilizers, maChinery, etc. For example, import quotas
have been used by the Central Bank since 1983 as a rationing
mechanism, and the effect of such quotas on the agricultural sector
has been to reduce the use of imports, especially fertilizers, and
to diminish activity in the agricultural sector which has, in turn,
lowered rural incomes.

An indirect, and probably more important, penalty of
pro'Gection is that it adversely affects incentives in agriculture
because of its effects on the exchange rate. The exchange rate
that balances the external account at a high rate of protection
for industry will be below the equilibrium rate at lower levels of
protection. The final result is that the domestic prices of
tradeable agriCUlture products will be lower relative to protected
industrial goods and non-tradeables. This drives up the prices of
labor and other inputs for the rural sector relative to output
prices, thereby reducing the profitability in the production of
tradeables goods in the agriCUltural secter. A similar effect on
the real exchange rate and the profitability of agriCUltural
production results from heavy dependence on foreign assistance.
As long as Guatemala receives transfers, it does not require a
higher level of the real exchange rate to balance its external
accounts. Given the level of protection, the real exchange rate
is a key signal for resource allocation among sectors. Since most
agriCUltural products are tradeable, the main impact of the real
exchange rate will be intersectora1 resource flows toward or away
from the non-tradeable and non-agricultural sectors.

In the c~~e of Guatemala, the overvalued level of the real
exchange rate has stimulated the production of non-tradeable goods
and has acted as an implicit tax on agriCUlture, thereby hindering
its oompetition for export markets and with imported food products.
The following table shows the average effect of world prices and
the overvaluation of the exchange rate on the level of real income
for the main agriCUltural activities in Guatemala; that is, Table
11.1 computes the "real price" as the domebltic export price (world
price times the nominal exchange rate) deflate1 by the CPI (with
the first quarter of 1985 as the statistical ~ase) and thereby
measures the purchasing powe~ capacity of one unit of production
with respect to that period.
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Table 11.11 aeal and World Priae. for 8.1.~t.4 Aqricu1tural Go04s
(in US$/qq)

Coffee

World Price
Real Price
Percent Difference
Real Price Index

cotton

World Price
Real Price
Percent Difference
Real Price Index

Sugar

World Price
Real Price
Percent Difference
Real Price Index

Banana

World Price
Real Price
Percent Difference
Real Price Index

World Price
Real Price
Percent Difference
Real Price Index

1985

114.4
174.7
52.7

100.0

55.7
83.2
49.3

100.0

9.9
13.7
38.3

100.0

10.0
15.1
51.0

100.0

50.0
74.8
49.6

],00.0

1986

174.5
191.4

9.7
109.6

37.4
40.7
8.8

48.9

9.2
9.4
2.0

68.6

10.0
10.9
9.0

72.2

67.4
67.4-.-
90.1

1987

107.2
96.1

- 10.3
55.0

46.5
41.7

-10.3
50.1

8.1
7.2

-10.6
52.6

10.0
9.0

-10.0
59.6

74.2
66.6

-10.2
89.0

1988

120.0
101.9

- 15.1
84.9

56.1
47.7

- 15.0
57.3

9.0
7.7

-14.9
56.2

11.1
9.4

-15.3
62.2

73.2
62.1
-15.2,
84.8

1989 (*)

120.6
98.2

-18.6
56.2

52.4
42.8

-18.3
51.4

10.2
8.:3

-18.7
60.6

11.0
8.9

-19.0
58.9

71.7
58.4
-18.6
78.0

(*) first semester

Source: Central Bank and own estimates

These examples show clearly that farmers' real incomes
deteriorated sharply, as measured by real prices, during the period
1985-89. Dc!terioration in real incomes was related both to
overvaluation and to world pro ces. World prices had different
patterns for different products: there was a coffee boom during
1986, a meat boom the year after, while cotton experienced a major

9



depression. For thEl main produc,\::s, however, the level of world
prices in 1989 was n,ot very different from those in 1985, except
in tl1le case of meat. The comparison of world prices and real
prices isolates the effect of overvaluation and sbows clearly that
from 1987 on real prices were systematically below worl~ prices,
implying that overvaluation acted as an implicit tax on farmers'
real incomes. In the case of coffee, which is the most important
export good, profitability was reduced by more than 40 percent.
Similar losses were experienced by sugar and banana farmers, but
most damaged were the cotton farmers, as their world price was
reduced along with the real exchange rate. In the case of meat,
since the world price increased substantially after 1986, real
income fell by only 22 percent.

Credit expansion during the same period presents a simi,.lar
pattern to roeal incomes for the different agricultural activities.
The following table shows the amount of '.:redit given by private
banks to selected crops and livestock.

Table 11.2: Credit to crops and Liv.,atock by Private Banks.
(millions of quetzales)

New Loans Disbl.'lrSed

1985 1996 1987 lSC:S

Croprs 254.5 261.8 2'56.7 263. ~I

Fruits 7.0 6.6 6.3 15.3
Coffee and Sugar 91.5 112.7 134,.1 136.2
Cotton 130.5 102.8 71.5 62.7
Others Crop;:; 25.5 39.7 5~\ .8 49.1

Livelstock 64.6 65.4 76.1 84.7

Total Crops and Livestock 319.1 327.2 342.8 348.0

Source: Superintendency of Banks

Credit for crops during the period remained almost constant
in nominal terms at its 1985 level/ implying a sharp reduction in
real terms, similar to that experienced by real incomes. During
the last two years livestock credit increased by 30 percent in
nominal terms, but declined in real terms. Coffee credit increased
sharply during the coffee boom, while cotton fe~l to half its level
of 1985 in nominal terms. Banana credit doubled in 1988, largely
as a result of the increased international price. (Figures in real
terms are shown in Table A1 of the statistical Ap~endix.)
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The effects of protection and overvaluation seem to be among
the most important restrictions for increasing agricultural credit.
In this respect, pOlicy recommendations are fairly obvious: non
tariff trade barriers should be removed, and a reduced and uniform
rate of protection -- together with a more realistic level of the
real exchange rate -- should be attained to promote agricultural
production and exports. The Guatemalan Government is planning to
implement~ a trade reform in the near future, but it is not clear
if such reforms can be properly implemented in a pre-election
period. In addition, although the government recently liberalized
the exchange market to allow a more market determined exchange
rate, this does not mean that the level of the real exchange rate
will necessarily restore competitiveness and increase the real
incomes of farmers.

To the extent that the real exchange rate is negatively
related to trade protection, the level of government expenditures
(which are mainly for non-tradeable goods), transfers from USA1D,
remittances from non-residents, and external indebtedness, it is
not sufficient to liberalize only the foreign exchange market to
attaining competitiveness. Several reforms will need to be taken
in addition in order to reach the goal of promoting agricultural
production. Reforms should include the reduction and equalization
of tariffs lev~ls, a simultaneous reduction of transfers from US~1D

and external indebtedness, and a reduction in the level of
government spending -- not ju~t the fiscal deficit.

Credit Rationing and Subsidized Credit Practices. The
Monetary Board is empowered through the redisoount mechanism to
establish ceilings on loan portfolios by sector and by type of
loan, and these can even differ from bank to bar.lk. LimitE.~ on
credit expansion to the private sector inhibit the.development of
credit capacity and, at the same time, promote undesirable
practices related to credit-rationing and subsidized credit, with
negative effects for income distribution and resource allocation.
The allocation of credit to different sectors is shown in Table
11.3. Figures on credit allocation by economic activity are always
somewhat suspect because of the fungibility of credit and, in
addition, the difficulty of knowing overall credit allocation by
economic sector due to the importance of the infoT.':!!al sector.
Nonetheless, according to the figures in Table 11.3, o' redirection
of credit from agriculture and livestock to commerce has taken
place. Credit to agriculture declined steadily after 19&0, as
already discussed in preceding section, as co~mercial bank~

reoriented their portfolios in favor of more profitable and less
risky activities such as commerce. Rediscount .policies at the
Central Bank tried to reorient credit allocation to priority
activities such as agriculture, including the subsidization of
interest rates even in the recent context of liberalization.
However, the results suggest that this policy did not induce the
desired response from the banking system.
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Table 11.31 Len4iD9 struoture of the BankiDg system by BcoDomio
Seotors

(New Loans in Percentages)

Agriculture Industry Commerce Other

1981 21.0 31.8 21.8 25.4
1982 19.2 32.9 22.1 25.8
1983 18.2 29.9 23.0 28.9
1984 15.6 30.0 :l3.3 31.1
1985 14.5 34.9 25.3 25.3
1986 13.7 30.4, 31.2 24.7
1987 11.4 32.9 27.0 28.7
1988 11.9 33.5 25.9 28.7

Source: Superintendency of Banks

crov4iDg out the Private Sector. Credit ceilings have had a
negative impact on the allocation of credit to the private sector
wh:Lch has declined steadily since 1984, as shown iri Table 11.4
below. At the same time, however, banking system credit to public
sector also declined sharply in 1986 as a consequence of the
stabilization plan implemented at that time. Credit to private
sector is mainly financed through bank deposits, which have been
declining since 1984 and thereby restraining the capacity of banks
to extend more credit -- an important point to be discussed in
detail later. On the other hand, public sector debt {exclUding
Central Bank debt), though declining in recent years, remains high.
The public sector has reduced its requirements for financing from
the Central Bank through selling debt to pUblic institutions, banks
and pUblic in general. In addition, the government has increased
its floating debt (e.g., arrears to domestic suppliers). Since
interest on public sector debt is tax exempt, public debt is more
attractive, as well as appearing less risky, than loans to the
private sector. Banks have therefore often preferred holding
public debt instead of lending to the private sector, as in 1989
when banks increased their public debt holdings from 88.3 million
Quetzales in December 1988 to 312.6 million Quetzales in April
1989.
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Table 11.4. Allocation of Banking syste. Cre4it
Bet.een the privat8 aD4 Public Sector.

(percent of GDP)

Private Publ.:l.c Total Pub. Sect.
Sector Sector Total Deposits Debt *

1984 19.9 16.6 36.2 22.0 35.4
1985 18.4 15.4 33.8 20.6 32.5
1986 14.1 8.1 22.2 18.5 25.0
1987 16.0 5.7 21.7 20.1 24.0
1988 15.9 4.3 20.2 18.5 22.4

* including pUblic sector external debt but not including Central
Bank debt.

Source: Central Bank, Department of Economic Studies

Since credit to the pUblic sector is made availablA mainly by
the Central Bank (commercial banTcs ccntribute a relatively small
proportion), it is useful to co:npare the amount of credit the
Central Bank has providc;.d to the pUblic sector with the amount it
has provided to the banking system for on-lending to the private
sector. until 1919, the amount of credit provided to the public
sector was similar to that provided to the banking system, about
1.75 percent of GDP. From then on, however, credit to the banking
system has tended to decline in real terms and by 1988 was only 20
percent of its former peak. In addition, commercial banks have had
to maintain increasing reserve requirements at the Cen'tral Bank.
In fact, commercial banks have become net lenders to the pUblic
sector through the Central BanK, thereby crOWding out credit to the
private sector. Table 11.5 shows how net lending to the pUblic
sector has gradually approached net lending of con~ercial banks to
~he Central Bank.

Table I1.~: LoaDS from the central Bank ~o commercial Banks
and commercial Bank Reserve.

(millions of Quetzales)

commercial Banks
Loans Rese,:ves Net Lending

Public Sector
Cr~dit

1984
1985
1986
1987
1988

157.3
125.3
134.1
121.5
156.8

322.9
571) .1
743.5
637.0
855.6

165.6
450.8
609.4
515.5
699.6

1535.2
1592.0

978.6
774.1
887.2

Source: Central Bank
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._discount operatioDs. Rediscount operations basically
consist of restoring liquidity for loans already made by commercial
banks.. To do this, the Central Bank either uses domestic resources
(i.e., monetary em.ission) or external credit lines from
international agencies. In the case of external lines, the Central
Bank. provides funds according to the conditions negotiated with the
corresponding agency for each credit line. Rediscounts are not
given in advance, but after the loan is made, the financial
institution can request liquidity from the Central Bank under the
following conditions: (1) credit is for priority sectors as defined
by the Monetal~ Board (e.g., basic grains, medicines, small and
medi:um enterprises, exports, construction bonds, etc. ) ; (2)
appropriate (real and collateral) guarantees have been used; (3j
credit is not for transnational or foreign enterprises; and (4)
credit is not for land acquisition. Financial institutions have
not made great use of rediscount lines, and during the past few
years they have even decreased in importance. Two facts are mainly
responsible for this decrease: (1) the limits imposed on credit
expansion to private sector in order to allow more funds for the
central government; and (2) the lengthy bureaucratic process
involved in rediscounting.

CUrrent rediscount policies in Guatemala have some significant
negative effects. First, they discourage resource mobilization
efforts by commercial banks as banks have access to cheaper funds
from the Central Bank. Second, they promote inefficier!cy in
resource allocation as the cost of funds is lower than the
opportunity cost. A,fter liberalization, the interest rate on
rediscounted loans was set three points below the market rate for
loans, thereby implying that the Central Bank is SUbsidizing either
the intermediary or the final user. Moreover, although rediscount
operation& had not been allocated accordirlg to specific activities
in the past, in 1985, when the new adminis~ration took office, it
decided to allocate credit by priority sectors. Two factors are
ger9rally tak~n into account in establishing priorities: income
distribution and resource allocation. However, this is a
problematic way to allocate credit for several reasons:

(1) Preferential lo~'1 interest rates for small enterprises in
the agricultural sector have not improved the distribution of
income, as thd distribution of credit has tended to be highly
skewed toward large loans to relatively wealthy farmers -- a
typical pattern in developing countries. 2 During the last
quarter of 1988, the last available data, the forty largest
loans for agriculture from private banks accounted for more
than 80 percent of total credit to agriculture given out
during that period. It therefore does not appear that the

2J • Hanson and R. Vogel, "Low Interest Rates as Offsets to
Real Distortions," World Bank Working Paper.
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Guatemalan authorities have succeeded in their objectives of
improving income distribution.

(2) With respect to resource allocation, preferential low
interest rates do not change the available technolog~es, nor
the lack of infrastructure which raises costs, nor the prices
paid for inputs and received for outputs. All that is changed
is one component of the price of capital, which is reduced for
individuals with access to credit at preferential interest
rates. Those individuals will be encouraged to select more
capital intensive activities, as well as activities which
would have been undertaken even without preferential low
interest rates. Because of the essential fungibility of
credit, preferential low interest rates are an ineffective way
to redirect the allocation of resources in favor of a sector,
even with a diligent and costly program of supervision such
as the Monetary Board has tried to implement through its
regulations.

As shown in Table 11.3, rediscount policy has not been
successful in creating the desired pattern of credit allocation.
It has, moreover, favored a small group of large farmers. In
addition, the reserve requirement mechanism has made the banking
system a net lender to the public sector, thereby crowding out the
private sector from credit. For th(!se reasons, and to be
consistent with the liberalized framework now being put in place
in Guatemala, it is recommended that:

1. the Monetary Board should cease to apply its preferential
redi~count policies, including the allocation of funds to
priority sectors on a subsidized basis; and

2. until the fiscal deficit can be reduced, global ceilings
on credit to the private sector could be maintained as part
of the monetary program of the Central Bank.

This means that the Central Bank should employ appropriate monetary
instruments to keep credit expansion under centrol, but should not
impose quantitative credit restrictions on the banks as it did when
interest rates were fixed. Under a liberalized regime with free
interest rates, the Central Bank should use open market operations
to sterilize the excess supply of funds. The demand for credit
will then be restrained through the prevailing market interest
rate. Whenever the fiscal deficit is high, interest rates will
rise, so that fewer projects will be profitable and the demand for
credit (inclUding the demand for foreign exchange) will be reduced.
When the fiscal deficit begins to be reduced, interest rates will
decline and credit to the private sector will expand again. In
addition, reserve requirements could be reduced alt>ng with the
elimination of preferential rediscounts to avoid financing the
fiscal deficit by crOWding out the private sector from credit.
This point will be more fully analyzed below.
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Lower Domestic saviDg Mobilization UD4ermiD8s Credit Policy
for Aqrieulture. Saving mobilization in Guatemala has been poor
compared to other countries in the region, such as Costa Rica, and
to developing cQuntries elsewhere. The ratio of gross national
saving to GNP was 10 percent -- the region's lowest -- for the
period 1965-72. It improved to 15 percent in 1973-78, benefiting
from the favorable price of coffee, but then fell back to about 10
percent in 1979-84. Moreover, as shown in Table 11.6, financial
deepening -- measured as M2 relative to GDP -- has declined after
1984, from 26.4 percent to 23.3 percent in 1988, r~flecting the
reduced ability of the formal banking system to intermediate
financial resources. Since deposits are the main source of funds
for credit expansion by the banking system, the system is steadily
losing capacity to expand credit to the private sector. In
addition, the declining share of quasi-money in M2 and the
increasing participation of currency and demand deposits (M1) are
symptoms of a greater degree of liquidity preference. by the pUblic,
possibly related to the increasing development of the informal
financial system. Rural finance, constituting a part of the
financial system, is undoubtedly affected in a similar way, but
there is no available information to analyze the behavior of
deposits in the rural areas, except for 1986 when the
Superintendency ran a special survey of the banking system -- and
this information will be fUlly analyzed below.

Saving performance can be improved through increasing deposit
mobilization by the formal financial system which, in turn,
requires the ability to stimulate a higher demand for money. For
this reason, it is important to know t.he main determinants of the
demand for money.

DetermiDants of the DemaD4 for PiDancial Assets. While many
factors can affect the demand for financial assEits, the main
determinants in the case of Guatemala are substitution between
quetzales, foreign currency and goods -- together with a strong
shock absorber effect and income changes to a lesser extent. 3 Long
run semi-elasticities for inflationary expectations (-2.9 and -3.8,
respectively, for Ml and M2) are extremely high, reflecting the
strong substitution between money and goods. This effect explains
most of the reduction in the demand for financial assets, as the
Guatemalan economy became more inflationary with the financing of
the increased fiscal deficit. Substitution between dollars and
quetzales is strongly influenced by the rate of acceleration in the
appreciation of the quetzal -- which has a negative effect on the

3The demand for financial assets and the determinants of time
deposits are investigated econometrically in J.C.Protasi, "Macro
economic Resource Mobilization in Guatemala," World Bank, June
1988.
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Table II.6S ~iDaDcia1 D••peninq
(millions of Quetzales and percents)

(annual averages)

1984

CUrrency

Millions of Quetzales 411.6
percent cf M2 16.4

pemand peposits

1985

532.8
18.8

1986

717.0
19.6

1987

807.0
18.4

1988

915.7
19.1

Millions of Quetzales 335.1 418.4 590.5 690.0 740.4
percent of M2 13.4 14.7 16.1 15.8 15.4

Means of Payments eMl)

Millions of Quetzales 746.1
percent of M2 29.8

Quasi Money

951.2 1307.5 1497.0 1656.1
33.5 35.7 34.2 34.5

Millions of Quetzales 1754.4 1889.7 2344.7 2885.0 3135.0
percent of M2 70.1 66.5 64.2 65.8 65.4

Total Deposits

Millions of Quetzales 2089.5 2308.1 2935.2 3575.0 3875.4
percent of M2 83.5 81.2 80.3 81.6 80.9

Means of Payments eM2)

Millions of Quetzales 2501.1 2840.9 3652.2 4382.0 4791.1
percent of GDP 26.4 25.4 23.0 24.7 23.3

Source: Central Bank, Department of Economic Studies

demand for time and saving deposits. The demand for M2 is mostly
determined by real interest rates as influenced by expected
inflation -- and not by nominal interest rates 'on quetzal time
deposits or external interest rates. The demand for time deposits
is greatly affected by the substitution between foreign dollar
deposits and deposits in local currency. Time and saving deposits
are highly sensitive to external rates of returns, as measured by
the arbitraged rate of interest, and to increases in the real
exchange rate -- as a proxy for future devaluations. The complete
results of these econometric estimations are shown in an appendix.
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The implications of poor saving mobilization and a declining
demand for money for credit policies in general and for
agricultural credit in particular are basically three. First,
according to these trends, if saving performance does not improve
in the future, the banking sy'stem will become increasingly
constrained in financing investment and even in providing short
term credit to the private sector, including agriculture,
especially considering the increasing importance of credit to the
public s~ctor. Second, the use Qf external credit lines to expand
credit to the private sector will either leak out as international
reserve losses by the Central Bank or will push up domestic
inflation. Third, credit pOlicies that rely on subsidized credit
are highly inappropriate for the promotion of saving, as the
subsidized interest rates now in place for rediscount operations
discourage deposit mobilization.

In this situation, the main recommendations for improving
access to Clredit for the agricultural sector must be based on
increasing the demand for money and hence deposit mobilization.
An increase in deposits in real terms will require a more stable
and predictable monetary policy that will contribute to reducing
inflationary expectations. A more s'table monetary policy cannot
be implemented in the present fiscal situation, so that fiscal
adjustment is a prerequisite for increasing the demand for
financial assets. In particular, the Government will need to: (1)
define a monetary program and announce that program and how the
fiscal deficit will be financed; (2) take the necessary actions to
demonstrate to economic agents that it is willing to maintain an
anti-inflationary program. In addition, an appropriate arbitrage
of interest rates is required to avoid capital flight, along with
the elimination of expectations of devaluation through a realistic
exchange rate that encourage saving and the holding of domestic
financial assets.

Lack of competition within the Banting System. The lack of
competition among financial institutions reduces the potential
benefits from financial liberalization such as increased saving and
investment and greater efficiency. in financial intermediation.
Prior to the liberalization of interest rates, the formal system
was forced to keep interest rates below the ceiling established by
the Monetary Board -- a level that was often lower than inflation
and expectations of devaluation (Which were exacerbated by the
continuing overvaluation of the exchange rate). As a reSUlt, the
formal banking system began to lose its market share in the overall
financial system, especially relative to informal financial agents.
However, even after liberalization was implemented, the banks and
financial companies were able to hold interest rates at an agreed
level -- a clear indication of the oligopolistic behavior of the
regulated banking system. Such behavior limits the beneficial
effects of liberalization and, in partiCUlar, inhibits the formal
banking system from competing with the informal system to increase
its market share and from attracting savings to be allocated to
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investment.

Among the reasons that Guatemalan banks have been drawn to
control the level gf interest rates are:

1. the possible insolvency of many of the banks in the system,
increasing the likelihood of a generalized increase in
int.erest rates that would cause loan portfolios to deteriorate
further and the whole aystem to go bankrupt;

2. with the concentration of loan portfolio, higher interest
rates would imply an increase in the cost of funds for
enterprises connected to banks;

3. liberalizaticm was initiated without first defining
fundamental policdes regarding problem banks, with the result
that banks have argued that a deposit insurance system should
have been implemented before interest rates were freed to
vary; and

4. many financial agents do not request a liberalization of
interest rates for the banking system, as they operate in
informal markets at higher interest rates while also avoiding
taxes.

More recently the bankers' association has agreed to increase
the interest rate on overdue loans. This is an important first
step in increasing interest rates since, for a new loan from any
bank, d,ebtors will now be willing to accept any rate not higher
than the 3 percent per month that they would have to pay. In
addition, the CeJ:ltral Bank has approved a flexible regime for
adjustiJ.'lg interest rates on existing loans and has allowed the
creation of an interbank deposit market. The power of any banking
cartel '",ill be reduced further when new banks enter the sy,stem,
especially when foreign banks begin to participate actively.4 The
Central Bank could also start to intervene more aggressively to
weaken any banking cartel by, for example, competing for the
savings of the public though open market operations at higher
.interes't: rates than those offered by t.he banks -- which would not
only stlerilize more resources as part of a contractionary monetary
program but would also ~orce banks to offer higher interest rates
for dep,osits.

SOlV8DCY of the Banks

lack of adequate loan recovery and foreign indebtedness have
left some banks with ~lestionable solvency that could put pressure

'In the past few months, seven new banks have been licensed,
including Citibank.
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on 'the Cen'tral Bank 'to bail ou't 'these problem bankEt. Any such
ac'tion by 'the Cen'tral Bank co',uld have a substan'tial impact on
mone'tary stabili'ty and infla'tion. In addition, the poor quality
of some bank loan portfolios reducos possibilities of expanding
cr4'di't.

The growth of the banking system has been hampered by its
decreasing capitalizat.ion. Between 1960 and 1988 the system I s
rat.io of capital and reserves 'to total asse'ts has declined
persistently from 17.6 percen't 'to 7.7 percen't -- and with respect
to t.ot.al deposi'ts from 56.7 percent. to 10.3 percen't. Moreover,
these solvency coefficien'ts are lower for private banks t.han for
public ones. In addition, 'the Superin'tendency has been waving
capi'tal cons'traint.s by grant.ing exemptions from capi'tal
requiremen'ts 'to a growing number of collateralized operations.
This loss of capital and t.he presen't solvency condit.ion of 'the
banking syst.em is unsat.isfactory and, in particular, inadequa'te t.o
allow a credit. policy more supportive of the priva'te sect.or. Banks
are presen'tly facing two kinds of difficult.iel3 wit.h respect to
solvency -- negat.ive posit.ions in the foreign exchange and loan
portfolios of questionable quality. Nonetheless, t.he syst.em has
not. faced collapse because the Central Bank has t.aken ove·.. t.he
losses of t.he privat.e banking syst.em t.hrough exchange rate
differen'tials. This, however, const.it.u'tes a 'threat t.o t.he
financial system from the monet.izat.ion tha't will resul't from t.he
t.ransfer of t.he loses of private banks to the Cent.ral Bank.

Tbe Foreign CUrrency Position. According 'to 'the rules of t.he
Central Bank, commercial banks are forced to record asset.s and
liabilit.iea in foreign currency at. an exchange rat.e of 1 US$ = 1
Q and t.hen 'to register the exchanga rat.e differentials in separate
accoun'ts which are reflected in asse'ts and liabili'ties. Table 11.7
shows an overall negat.ive posit.ion of US$ 197 million in fOl:'eign
currency for the commercial banks, and t.hey have held net negative
posit.ions for some t.ime. These posi'tions generat.e losses each time
t~a exchange rate J.ncreases. The result.ing capit.a1 losses would
be extremely significant if t.he Central Bank were no't willing t.o
absorb t.he exchange rate difference. The monet.ary expansion and
the increase in foreign deb't implied by this policy would be t.he
same if 'the Central Bank instead bails out. 'the banks. If for any
reason t.he Cen'tra1 Bank is unable t.o absorb this cost, 'the entire
financial system would become inso1ven't. The Cent.ra1 Bank has only
'two a1'ternat.ives : either i't 1et.s 'the banks go bankrup't or it
monet.izes 'the losses as it has been doing, leading to the loss of
it.s in'terna'tional reserves. In real it.y , 'there is only one
alt.ernat.ive because if it. let.s t.he banks go bankrupt., it. will have
t.o monet.ize anyway.
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Table 11.71 .et ~oreign currenoy positions of Banks a. nf 9/30/89
j (in millions of U8$)

Assets Liabilities Net Position

Private Banks 70.2 164.8 - 94.6
Foreign Banks ~.6 17.4 - 14.8
state Banks 2.0 89.8 - 87.8

Total 74.8 272.0 -197.2
..

Superintendency of BanksSource:

As long as the banking system is formally the debtor obligated
for these liabilities, its capital is clearly insufficient, but an
accurate estimate of the banking system's capital would require an
adjustment of its remaining assets for monetary devaluation.
Although this capital loss is not a recent phenomenon, the fact
that the foreign exchange system has been modified implies that now
for each Quetzal increase in the price of the dollar, the banking
system loses -- due to exchange rate differences -- an amount
approximately equal to its accounting capital. After the foreign
exchange market was liberalized, the Central Bank no longer
guaranteed the exchange rate, so that banking institutions must now
obtain foreign currency in the market in order to pay their new
foreign obligations. However, the Central Bank has recently
decided to absorb the exchange rate losses by providing the banks
with the necessary amount of foreign currency to cover their
foreign obligations. In any case, under present conditions of
questionable solvency, it would be risky for the banking system to
expand its activities, given that it may not have sufficient
capital to respond to its depositors and other providers of funds.

Loan Portfolio Delinquency. On the average, loan delinquency
is 14 percent of private bank portfolios. Although this includes
some banks with over· 40 percent and others less than 1 percent, 14
percent is nonetheless a high average. Moreover, the way of
measuring delinquency is inadequate. As shown elsewhere in this
report, bank reserves and interest accrued but not received
indicate that loan delinquency is even higher. ~,ck of recovery
of loan portfolios not only constitutes a limit to credit expansion
for agriculture, and in general, but also introduces other
distortions in credit markets.

At present, the solvency of many banks in Guatemala is highly
questionable. Moreover , insolvent iT~stitutions continue to operate
because of lack of transparency, weak banking supervision and the
poor quality of information. Although the situation is not the
same for all banks, only two or three banks may be fully solvent
with adequate capital. Insolvent banks can undermine the
profitability and future health of the system if they undertake

21



overly-aggre.sive oompotition for deposits, thereby pushing up
intera8t rat.s and adver.ely attuctinq the liquidity condition and
portfolio qua!.ity ot healthy banks. This possibility was not taken
adequately into account when inter.st rate. were liberalized. In
any oa.e, under pre.ent oonditions tree interest rate. can act as
an indicator tor depositors and investors ot thB solvency ot banks.

In Short, questionable solvency constr.ains credit expansion
by the banking system tor various reasons, among them:

banking institutions become more conservative and reluctant
to assume new risks -- which is particularly important for
agriculture because of its higher risks compared to most other
activities;

the amount of loanable funds is reduced and a significant
portion of portfolios immobilized in loans to inefficient
sectors;

poo~ performance in loan collection reduces the operating
i~l,~oz:te of financial institu.tions, and to compertsate the

~,i.cient sectors of the economy are penalized through an
. .'.,cease in the interest rates on their loans;

unproductive loans are refinanced and new credits are granted
to help debtors to delay their bankruptcy -- Which may in the
end ruin the lender as well as in the case of some insolvent
institutions presently operating;

the prellent system of free interest rates may increase
deposits in banks with solveney p:r:'oblems as they increase
'their J.nterest rates, and this wil:" redirect resources fr.om
healthy banks to fragile banks and from efficient sectors to
inefficient ones, thereby increasing the risks of the banking
system.

because of present regUlations pertaining to minimum capital,
bank equity must be increased in order to grant new credits.

Given the present circumstances, before promoting a policy of
credit expansiol: JlY banking institutions, it is recommended to:

1. require problem banks to increase capital as a prerequisite
for developing a sound credit ~olicy;

2. allow mergers among banks so that insolvent institutions
can be absorbed by stronger ones if this does not create
excessive concentration or negotiate their sale to applicants
for new bank charters (but in neither case would the Central
Bank be responsible for the deposits of insolvent
institutions); otherwise, insolvent banks will have to be
taken over and liquidated;

22



3. change accounting norms for the valuation of assets and
liabilities to show clearly the effective net worth of each
inatitution (which will require changes in the law of the
Central Bank with respeot to the valuation of assets and
liabilities in foreign ourrency)1 and

4. authorize new banks to enter in the system, but only with
high initial equity , to try to promote competition while
reducing the risk of insolvency (which can be a particular
problem for new banks trying to expand aggressively).

Leqal and Bankinq Regulations

'1'be stamp Tax. There is a stamp tax of 3 percent on all
credit contracts, and this has important implications for financial
activities. First, it increases the effective spread and, second,
it makes short-term credit unaffordable. Fo~ example, a 30 day
loan renegotiated on a monthly basis would be charged 42.6 percent
per year in tax alone, compared with an interest rate of about 16
percent plus commissions and surcharges. Because of such excessive
taxes, credit operations in agriculture that would normally be
short term will require users to maintain credit lines if only to
avoid these costs. Moreover, since collateral requirements are
more stringent for longer maturities, short-term credit lines are
also used to bypass the requirements for mortgages or similar
guarantees. In addition, as the initial loan can be rolled over
many times, the numbers in Table 11.8 may not reflect the effective
maturity of loan portfolios.

The stamp tax also introduces other distortions that, while
not specific to rural financial markets, affect credit allocation
in general including the agricultural sector.

1. It discourages intermediation through the hanking system
for new credits and for credit expansion for old borrowers.
However, there are several ways to evade the stamp tax in the
case of old borrowers (e. g., by referring to the original loan
document but without referring to the amount of the loan).

2. It in~4bits pro~pt increases in bank capital, as the stamp
tax De paid on authorized capital, and this restrains
credit expansion in the long run because of the 10 parcent
capital requirement for loan portfolios.

3. It inhibits competition among banks as borrowers have to

5There are some exemptions to the stamp tax such as loans
funded with external credit lines from the lOB, USAID, the World
Bank, etc. and loans from BANDESA for less than 30,000 Quetzales.
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pay the 3 percent tax when switching frnm one bank to another,
which encourages a slow turnover in bank portfolios.

Borrowers in rural areas "'lso avoid the stamp tax by demanding
credit in informal financi,', markets. In fact, ':he stamp tax is
one of the most important letJal restrictions that promotes informal
financial markets and inhibits competition. It should be
eliminated and, if revenue shortfalls are a serious constraint,
repl4ced by other taxes not affecting financial intermediation.

Table 11.81 Term Di.~ribution of Bank Agricultural Cre4it as of
December 1989 (in millions of Quetzales)

Maturity
state
Banks

Priv.
Banks

Fin.
Compo

Total
Agric.

-----~-------------------------------------~--~-------

Less than 1 year 7.1

Between 1 and 5 years 3.0

More than 5 years 0.4

27.5

1.3

1.0

1.13

0.1

36.9

6.1

1.5

Total 10.5 29.8 4.2 44.5

Bxc••sive .e.erve .equirement.. Excessive reserve
requirements induce higher spreads, restrain the demand for credit
and undermine savings mobilization. Reserve requirements are high
in Guatemala, more than 20 percent of total deposits on average.
At present, required reserves for demand deposits are 41 percent,
but only 13 percent for savings and time deposits. As a
consequence of this differential treatment, a change in deposit
structure favoring saving deposits has been observed as ban~s and
deposit~"}r.... collaborate to reduce the average reser.ve ratio. At
the same time, estimates from the Superintendency indicate that
the majority of bank loans, though being medium term loans, are
registered as short term credit, often in the form of revolving
loans, in order to avoid the stamp tax and collateral requirements.

Reserve requirements drive a wedge between borz'owing and
lending rates and thus act as an implicit tax on financial
intermediation. This wedge develops because the reserve
requirement allows only a fracti\n of deposits to be lent.
Therefore, the lending rate must ex~eed the deposit rate in order
to cover the total :..nterest d'ae on deposits. In particular,
reserve requirements generate a constant proportional relationship
between deposit and lending rates, and 'Chis has an important
implication for the absolute spread as the interest rate on
deposits increases. When the deposit rate is low, the impact on

24



the spread is small, but when the deposit rate becomes high, the
reserve requirement can raise the cost of loanable funds
sUbstantially. This may in fact happen in Guatemala as the deposit
rate increases with interest rates free from control -- as long as
reserve requirements continue to be high.

Table 11.9 shows actual spreads compared to the minimum
spreads implied by the prevailing deposit rate and reserve
requirement ratio. Actual spreads increased during the period
along with the deposit rate and reserve requirement coefficient.
However, the difference between the actual and minimum spreads
remained more or less stable. This might be considered a
surprising result in light of the questionable condition of bank
loan portfolios. However, the fact that interest rates were fixed
during the period restrained banks from adjusting the lending rate,
thereby affecting profitabllity and perhaps leading toward
decapitalization in some cases.

Table 11.9: Minimum and Actual Banking syste. Spreads
(percent)

Reserve Deposit Actual Minimum oif.
Requir. Rate Spread Spread

(1) (2)

1983 15.9 9.0 5.5 1.7 3.8
1984 15.2 9.0 4.9 1.6 3.3
1985 17.5 9.0 5.7 1.9 3.8
1986 21.1 9.0 6.3 2.4 3.9
1987 19.9 9.0 5.8 2.2 3.6
1988 20.7 13.0 6.9 3.4 3.5

(1) computed as deposit rate(res.req./1-res.req.).
(2) computed as arithmetic difference in percentage points.

Source: superintendency of Banks and our calculations.

Reserve requirements constitute a source of finance for the
fiscal deficit. As the fiscal deficit became larger, the
government tended to seek low cost sources of finance such as
Central Bank credit. Under these circumstances, the Central Bank
responded by increasing reserve requirements in order to capture
at low cost more of the resources mobilized by the financial system
-- thereby instituting a non-transparent source of finance. In
addition, as discussed above, banks are required to allocate a
certain proportion of their loan portfolios to priority activities
at preferential rates of interest. The impact of such forced
investments on spreads is similar to that of reserv~ requirements.
However, the interest received on forced investments does
contribute to covering the costs of mobilizing deposits, so that
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forced investments do not increase spreads as much as non-interest
earning .reserve requirements. At present, the interest rate
subsidy on forced investments is three percentage points.

The most important difference between reserve requirements
and forced investments is that forced investments are like an
earmarked tax whose benaficiariea are the recipients of the low
interest forced investments of the financial intermediaries. This
difference has important implications for the cost of credit, as
well as for income distribution. Favored borrowers receive a blend
nf low-cost forced investment loans and higher cost non-priority
loans, reducing their average cost of credit below the cost of a
non-priority loan. As indicated above, large farmers are the main
beneficiaries of low-cost loans, while most medium and small
farmers have to pay cost of non-priority loans.

Although the effect of reserve requirements and forced
investments on spreads is unambiguous, the effect on deposit and
lending rates will depend on the respective interest rates
elasticities of the supply of deposits and the demand for credit.
As with explicit taxes, reserve requirements and forced investments
reduce resource mobilization by the formal financial system and
encourage financial intermediation to move to the informal market.

According to foregoing considerations, and especially in a
liberalized framework as is now being put in place in Guatemala,
resel,'ve requirement.s should be eliminated. However, given the
present macro-economic imbalances, it cannot be recommended to
remove reserve requirements until the fiscal deficit is under
control. Under this constraint, a second best alternative could
be to reduce reserve requirements gradually while simultaneously
eliminating preferential rediscounts credit lines and selling
public debt through open market operations. As Table 11.5 shows,
the elimination of preferential rediscounts would allow a reduction
of almost 20 percent in the average reserve requirement
coefficient. Through open market operations, the Central Bank
could keep the money supply under control, while deficit financing
would become more transparent. Although the cost of deficit
financing will be higher, so that government expenditures will
increase, the benefits from increasing lending capacity and
lowering spreads will stimulate financial intermediation and thus
economic activity.

Collateral Requirements. The banking law establishes minimum
guarantees from borrowers according to loan maturity. For example,
loans with maturities over one year must be secured by assets such
as government bonds or morr.gages, but for short term loans only
fiduciary guarantees are required. From Table 11.10 it can be seen
that eleven types of guarantees are in use for loans from private
and government banks, though some of them are rarely used. Most
of these guarantees represent some combination of three basic
categories: mortgage over real property, fiduciary and mortgage
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over personal property ("prer,da") •

Agriculture is usually considered a risky activity so that
banks tend to want greater protection. For that reason,
agricultural loans from private banks are more frequently required
to have mortgages (of one type or the other) than lORns to other
economic sectors. On the other hand, Table II.I0 shows that at
private banks 39.4 percent of agricultural loans are allowed to
have only fiduciary guarantees as compared to 56.6 percent for
other sectors. These numbers indicate that, except in the case of
agriculture, guarantees at private banks are dominated by
confidence and faith. As will be shown below, loan portfolios are
concentrated in large loans, implying that private banks lend
predominately to large borrowers in whom they have particular
confidence.

It is easy to see from Table II.I0 that government banks are
more conservative in general than private banks. However, for
agricultural loans, government banks less frequently require real
property mortgages than for other economic sectors. This is
related to the fact that the Government· s housing bank, which
appears in the other sectors column~ lends based on real property
mortgages, while BANDESA lends mainly to small-scale farmers who
often do not have property that can be mortgaged. Nonetheless,
BANDESA more frequently requires personal property mortgages than
do the private banks and makes relatively little uses of fiduciary
guaretntees.

'!'ab1e 11.10: Collateral Requirements
(percents)

Private Banks state Banks
Agric. others Agric. Others

Mortgage* 27.5 13.3 24.5 76.8
Gov. Bonds 6.6 21.8 -.- 3.7
Mortgage F.H.R. -.- -.- - - -.-.
Red. Com. Paper 1.6 3.3 3.4 2.5
Red. Gov. Bonds -.- -.- -.- -.-
Other Obligations -.- -.- -.- -.-
Fiduciary 39.4 56.6 16.7 12.8
Prend. & Fiduciary 0.9 1.2 7.1 0.7
Mort. & Fiduciary 0.7 0.4 0.7 -.-
Prenda* 15.4 2.0 30.3 2.2
Prend. & Mortgage 7.9 1.4 17.3 1.3

Total 100.0 100.0 100.0 100.0

* Mortgage refers to real. property mortgage and prenda refers to
personal property mortgage.

Source: Superintendency of Banks.
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Collat.eral requirement.s should not. be imposed by law, and
banks should be free t.o demand guarant.ees according t.o t.he capacity
of the borrower and t.he feasibilit.y of t.he project.. If enforced,
t.hese requirement.s can constitute a serious constraint to efficient
resource allocat.ion and growth potential in the agricultural
sector. Sq.ch guarantee requirement.s can, in particular, hamper the
access to credit by small and mediu~ scale farmers. The figures
in Table 11.10 may indicate t.hat the possibility for credit
expansion t.o agriculture in general and small and medium scale
farmers in particular is effect.ively const.rained, or t.hey may
indicate that. collateral requirements can be avoided and in fact
serve mainly to provide an excuse for not making loans that. bankers
would not want to make in any case.
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CHAPTER III

RURAL PINANCXAL INTERMEDIATION

Financial intermediation in rural areas may be described in
terms of credit flows to agricultural activities and deposits
mobilized outside of Guatemala city, thereby considering as rural
areas all departments other than Guatemala city. In this section
of the report three kinds of issues will be analyzed: (1) credit
allocation by area and type of crop; (2) concentration of deposit
mobilization by area; and (3) bank deposits as a source of funds
for agriculture finance.

Cr.4i~ Allooation

Reoent Evolution of Credit. Agricultural credit currently
represents approximately 12 percent of credit generated by the
private and state banking system, having declined from 18 percent
in 1983 to 12 percent in 1988. Measured in real terms, credit to
agriculture has almost been cut in half as compared to its level
in 1983, and its growth rate in real terms has been systematically
negative over the past four years. The reduction in agricultural
credit has been especially significant at the private banks, while
the government's bank, BANDESA, increased its agricultural lending
although its share is still quite low. (See Table Al, A2 and A3
of the statistical Appendix.) The phenomenon of declining credit
for agriculture was, as discussed above, related to several issues,
among them: (1) declining real incomes of farmers; (2) credit
constraints due to the tightened monetary policy imposed by the
current administration; (3) crowding out of the private sector from
credit as the fiscal deficit increased the requirements of the
public sector; and (4) various banks' diminished capacity to expand
credit due to problems of loan recovery and solvency.
Nevertheless, the output of the agriCUltural sector grew by 3.6
percent in 1987 and 4.1 percent in 1988 in real terms. Although
credit for agriCUlture from the formal banking system has been
contracting, agriCUlture has managed to grow with the help of other
sources of finance such as informal finance and self-finance.

Cre4i~ Allooation J)y Ao~ivi~y. The bulk of the loans to
agriCUlture, both in value and number go to crops, followed by
livestock, While forestry, hunting and fishing represent a very
small percentage. As Table A1 in the Statistical Appendix shows,
the activities most affected by the reductions credit allocation
were those related to basic grains Which diminished dramatically
in both real and relative terms. Nonetheless, there was an
increase in BANDESA's credit activities. In any case, the
reduction in credit to the farming sector seems not to have
affected production during 1988. Crops for domestic food
consumption increased by 3.5 percent, While those used as
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industrial inputs grew by 9.1 p~rcent. The least dynamic
activities were export oriented, which grew only by 1.7 percent.

stratification of Credit. Table A4 in the statistical
Appendix shows credit allocation by size of loan. Private bank
portfolios a~e concentrated in large loans, especially in the case
of agriCUlture. By contrast, BANDESA makes more small loans,
presumably to small-scale farmers, but BANDESA's market share is
so small compared to private banks that its corresponding
stratification is meaningless. According to these nUmbers, small
scale farmers do not have access to credit from the private banking
system. This could be a constraint to expanding basic grains
production, as small-scale farmers harvest the larger proportion
of Guatemala's output of basic grains, which in turn represents the
most important component of Guatemalan's food intake. In addition,
the potential of small-scale farmers to participate in production
for export may be limited. When interest rates become freer in
the future, and if collateral requirements are removed, the
availability of credit for small farmers should be greater. In
the meantime, however, it ~ill be difficult to solve this problem
through the formal financial system.

The Banking Network and Credit AJ.location by Areas. Credit
allocation to the agriCUltural sector is basically related to two
main factors: the banking network in the countryside and the
production orientation in different areas. The private banking
network, reflecting the concentration in population and especially
in economic activity, has 109 of its 262 agencies in Guatemala
City, followed by Escuintla and Quetzaltenango with 21 agencies
each. For the rest of the country, each department has an average
of only 5.8 agencies. This skewed distribution implies that in
Guatemala City there is approximately one agency for each 16,000
people, but in the rest of the country there is one agency for each
49,000 people.

Table AS in the statistical Appendix summarizes the allocation
of credit to different agriCUltural activities in each area. In
the same table, some indicators of the relative importance of
credit activity in each area are also given. From 'Table AS it can
be seen that:

1. The central zone receives 43 percent of total agriCUltural
credit from the private banking system, followed by the south
zone that receives 28.5 percent. Concentration in the central
zone is mainly related to popUlation concentration (28 percent
ot total popUlation) and banking concentration (45 percent of
total agencies and branches). In this respect, many farmers
borrow in Guatemala City rather than where their farms are
located.

2. Although it has only 10 percent of the banking agencies,
the south zone is the most intensive agriCUltural borrower
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from the privat6 banking system, as measured on a per capita
basis or a per agency basis. The predominant factor in this
zone is the production orientation. The south zone inclUdes
the departmentG of Escuintla and Santa Rosa where coffee,
cotton, sugar and livestock are the predominant activities.
As can be seen in Table A6, Escuintla is the largest borrower
on a per capita, per agency and per economic establishment
basis, reflecting the high level of economic activity.

3. The central and western zones follow in terms of intensivn
use of credit, related to the production of coffee, sugar,
cotton and livestock. However, compared to the South, the
levels are much lower on a per capita, per agency and per
economic establishment basis.

(Tables A6, A7, A8, A9 and A10 in the statistical Appendix provide
detailed information on credit allocation by department and
activity. )

Deposit,MobilisatioD by Area

The determinants of deposit mobilization and the demand for
financial assets have already been discussed, so that this section
will describe only the structure of deposits by area, especially
in relation to population and the banking network.

concentration of Deposits. Based on a survey conducted in
1986 by the Central Bank (See Tables All and A11a in. the
statistical Appendix) 87 percent of all demand deposits were in the
Department of Guatemala, followed by 2 percent in Quetzaltenango.
Nine provinces accounted for only 1 percent each and the remaining
11 provinces for less than 1 percent each. The structure is rather
similar for saving dELJ'=Isits. In the case of time deposits, which
represent only 4.8 percent of total deposits, the Department of
Guatemala accounts for an even higher proportion of deposits, 92
percent. Table A11b in the statistical Appendix ranks the
departments according to the amount of deposits.

In summary, Guatemala and Quetzaltenango are the main centers
for demand and saving deposits, while Guatemala and Izabal attract
most of the time deposits. One reason that the distribution of all
types of deposits is concentrated mainly in Guatemala is because
most resources and facilities are in the cap!tal. This is a common
phenomenon in countries with similar socio-economic conditions to
Guatemala. In addition, Quetzaltenango, as the second largest city
in the country, has mOl"e resources than other rural cities.
Another important reason for the skewed distribution of deposits
is that companies that do open accounts in rural bank offices or
branches still perform all major operations in Guatemala city and
use the rural offices only f~r payroll payments and similar
services.
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I'er capita and Par Agency Deposits. Tables A12 llnd A13 in the
statistical Appendix show per agency and per capita deposits for
each departlilent. Apart from the Department of Guatemala, the most
efficient agencies in terms of the amount of deposits per agency
are located in Jutiapa, zacapa, Sacatepequez and Huehue~enango.

In per capita terms, Zacatepequez, Chiquimula and Quetzaltenango
show the highest aRounts. These table~ show that deposit
mobilization is quite closely related to population and the number
of agencies in the department. The Spearman rank correlation
coefficient between deposits per capita and per agency has a
statistically significant value of 0.82. However, there is
considerable dispersion in both per agency and per capita deposits.
In the case of per capita deposits the coefficient of variation is
2.28, compared to 1.30 per agency, indicating that other factors
such as the level of income or wealth may be affecting deposit
mobilization, as discussed earlier in this report. Since there is
no information available on income or wealth by area, the number
of economic units or establishments has been used as a proxy for
the level of activity in each department. The simple linear
regression for deposit per agency in each department is highly
significant with respect to the populition of the department and
the number of economic establishments.

Bank Deposits and Agricultural Cre4it by Area

Deposit mobilization need not be a bir.\1ing constraint for
credit expansion in rural areas. However, it can restrain credit
pOlicy in those areas that are more agriculturally oriented. Table
111.1 shows private bank deposits and credit to agriculture by
agency. An examination of Table 111.1 can be useful to see how
bank deposits can contribute to financing agricultural credit in
each department. These figures indicate that the banking system
only uses 27.4 percent of the deposits captured in rural areas to
finance agriculture. Credit diversion to other economic activities
is a common policy applied in almost every area. Even when
Guatemala City is excluded, the average of agricUltural lending
relative to deposits increases to only 36.5 percent. There are a
few departments, mainly in the south and west (indicated by an
asterisk in the table), where average lending per agency is higher
than deposits. These departments are as follows:

Chimaltenango, principally oriented to coffee and livestock;

~he simple linear regressions are as follows:

Dep/Ag. = -653.1 + 12.1 Pop.
Dep/Ag. = 2051.9 + 1.99 Estab.
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Santa Rosa and Escuintla, produoing coffee and cotton;

suohitepequez and Retalhuleu, producing coffee and livestock;
and

San Marcos, mainly producing coffee.

Tab1. 111.11 Depo.i~. an4 Agriou1~ur.1 Cre4i~ per Agenoy
in .aob Department a. of Deoember 1988.

(thousands of Quetzales)

Zone Department Deposits Credit Cred./Deps.
(percent)

Center Guatemala 24,873.5 1,305.8 5.2
" El Progreso 1,577.5 414.3 26.3

" Sacatepequez 5,387.0 705.1 13.1
II Chimaltenango 1,097.0 1,907.7 173.9

South Escuintla 2,094.9 3,849.8 183.8
" Santa Rosa 3,651.4 4,297.8 117.7

West Solola 1,265.0 131.6 10.4
" Totonicapan 290.5 90.0 31.0
" Quetzaltenango 3,651.5 608.2 16.7
" Suchitepequez 3,076.3 2,767.9 90.0
" Retalhuleu 2,401.9 2,638.7 109.9

" San Marcos 1,322.6 1,354.7 102.4
" Huehuetenango 5,046.8 205.8 4.1
" El Quiche 1,307.4 18.6 1.5

North Baja Verapaz 1,38f',5 333.5 24.1
" Alta Verapaz 3,003.8 710.2 23.7

" El Peten 1,196.1 137.0 11.4

" Izabal 3,527.1 851.2 24.1

East Chiquimula 3,644.9 115.8 3.2
" Jalapa 1,556.4 45.2 2.9

" Jutiapa 8,073.3 93.7 1.2
II Zacapa 5,723.6 753.0 13.2

Total Av. per Ag. 3,870.6 1,060.7 27.4
Total Av. per Ag. exc.Guat. 2,870.5 1,049.0 36.5
Total Av. per Ag. exc. (*) 4,469.3 407.4 9.1

Source: Superintendency of Banks and our estimates.

*
*
*

*
*
*

By excluding those departments in which private banks lend
more to agriculture than their deposits, the average declines
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sharply to a surprisingly low 9.1 percent. Moreover, all these
figures indicate that there is no statistically significant
correlation between deposits and credit to agriculture.
Nonetheless, it would be a mistake to conclude that deposit
mobilization has nothing to do with credit expansion in rural
areas. There is an aggregation problem derived from the fact that
some rural departments are not agriculturally orienfced such as
Quiche, Progreso, Chiquimula, Jalapa, etc. in which bank deposits
cannot be allocated to agricultural activities. If instead only
those ~,partments are included that are more agriculturally
oriented (indicated by an asterisk in Table 111.1) then
departments ranked according to the level of credit to agriculture
approximately corresponds to the rank resulting from deposits
mobilized by the banking system, and the Spearman rank correlation
coefficient is 0.77. Thus deposit mobilization, though not a
binding restriction for credit allocation to agriculture,
restraints credit policy. Dep.osit mobilization and credit
allocation are mutually dependent. 8 Effective saving mobilization
based on positive real interest rates permits financial
intermediaries to capture resources that might otherwise be
allocated to unproductive investments such as inflation hedges.
Recent liberalization reforms that permit positive real interest
rates will encourage savings mobilization in rural areas and
thereby stimulate agricultural credit.

7Defined as those departments that use more credit from the
banking system: this is an operational definition and not a
technical one.

BAS R. Vogel has pointed out in "Savings Mobilization: The
Forgotten Half of Rural Finance," saving mobilization by the
banking system improves credit allocation.
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CRAPTIR IV

THI ROLlO. THI BANKING SYSTIH IN RURAL .INANCB

Mark.t, Legal and structural constr.aints

There are numerous market, legal and structural factors that
inhibit bank agricUltural lending in Guatemala to varying degrees.
Some of these constraints are common in most developing countries,
While others are typical of agricUltural lending even in a
developed country such as the united states. These are discussed
in detail below.

Poor CODUllun~.cationsl The Impac't of Telophon. and Data
Transmi.sion. Most banks in Guatemala are highly computerized.
Their accounting depends on reliable electronic data transfer among
offices. Telephone selvice to many rural locations is poor or non
existent. This implies that a bank that operates agencies in such
rural areas cannot maintain Jots financial records current on a
daily basis. However, this is not necessarily a cr:itical
constraint since daily radio communication or less frequent mail
service presents a viable lllternative. MO"'~over, accounting
information from a small l~~:al branch is not likely to have a
significant impact on the consolidated financial statements of a
typical bank. Daily changes should typically be inconsequential
and thus not materially distort the financial statements of the
bank. For these reasons, poor communications should not be a
critical factor inhibiting agricUltural credit.

Domicil. of AgricUltural Producer. in Guatemala city. Many
agricultural producers, especially large and medium scale ones,
have their farms in rural areas but maintain their residences and
even their offices in Guatemala City. Although they gen~rate

economic activity in rural areas, they conduct their banking
transactions in Guatemala city, withdrawing cash to take to rural
areas to pay workers, etc. This cash oventually works its way back
into the banking system as workers pay for purchases from merchants
who make deposits in their banks. Moreover, as more banks decide
that it is viable to establish offices in rural communities, more
banking activity will take place in the region to which the
underlying economic activity pertains. In fact D numerous new
agencies have been opened by private banks during the last two or
three years and more are planned. (See Exhibits B and C.). At
present, location may even facilitate rather than inhibit the
availability of agricUltural credit, especially for larger scale
producers. Such borrowers will frequently be able to offer
collateral in the form of urban real estate to secure loans that
might not otherwise be available. In addition, borrowers are able
to visit their bankers more conveniently to provide required
information, which is particUlarly important since all banks but
one have their headquarters in Guatemala city.
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oonoentration of Deai.ion Matin; at Bank Headquarter••
Clo.ely related to the previous point is the fact that all
Quatemalan commercial bank., except tor the Banco da Occidente,
and all fivo of the finance companies are headquartered in
Q',.ust....ala City. The only city with anything more :l.mportant than
an agency is Quetzaltenango. The Banco de Occid.nte has it.
headquarters th.re, although its management i8 tor the malt part
located in Quatemala city, and the Banco Agrioola Marcantil
operate. a branch in Quetzalt.nango. Agenoie. are office. that do
little more than acoept deposits, cash checks, and provide a
limited range ot non-oredit service.. It i. unusual to find any
author!ty to filake loans at an agency. Decision making, espeoially
with regard to oredit, is thus almost totally conoen'trated in
Guatemala City.

Potential for looDomioa'lv Viable Deposit.. The potential
for banks to generate dep~ " in signifioant amounts in rural
markets can be limited by several factors. Th~se oenter around
the oosts of establishing the infra-structure to gather deposits
as compared to the value of those deposits to the bank. The costs
of gathering deposits include the physical facilities (office,
furniture, equipment, eto.), the staff, and the transaction costs
involved in processing deposits and withdrawals and in conducting
the relevant bookkeeping involved in maintaining accounts. The
benefits to a bank from any given deposit derive from the bank's
ability to: (1) lend the funds gathered at a favorable spread o'/er
the costs (not only the interest paid but also the costs of
administering the accounts); and (2) earn income in the form of
service charges.

The spread necessary to make deposit gathering worthwhile
depends, among other things, on reserve requirements. The higher
are reserve requ~,rements in general or on the partiCUlar type of
deposit that a bank might want to emphasize (e.g., passbook
savingy) the greater will be the required spread. In order for a
bank to cover the cost of deposit funds and its other operating
expenses and make a profit, the rate paid on deposits must be lower
or the rate charged on loans must be higher. Until the recent
liberalization, the rates on deposits and loans were fixed by the
monetary authorities, thereby -- together with high reserve
requirements -- limiting possibilities f~r profitable deposit
mobilization in rural areas. Liberalization of interest rates,
especially if accompanied by changes in reserlTe requirement policy,
can provide an important stimulus to expand branch networks in
rural areas based on the increased profitability of mobilizing
deposits.

Occasionally other factors, such as competitive pressures,
may induce a bank to enter a market where it may not be able
initially to conduct profitable operations. Implicitly, the bank
is trying not to lose even more through the loss of existing
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oustomers and/or market .hare. An interesting example ot this in
Guatemala i. the Paoitio ooastal region in Esquintla Department
where .everal banks have reoently opened branches and others are
following. However, this sort ot oompetitive pre.sure im unlikely
to cau.. the banking system to expand into rural areas where no
bank ottice. ourrently exist, even though it may SUbsequently
enhance oompetition.

Seoau.. ot regulations imposed by the monetary authority,
banks in Guatemala do not ourrently impose many of the types of
servioe oharges that oould relJult in significant non-interest
income. For example, in the United states banks typically impose
monthly servioe charges on ohecking accounts with balances below
a given amount, but this sort ot charge is not imposed in
Guatemala. Therefore, a bank has no way to offset transaction
costs on accounts with small balances that may be typical in rural
areas. Removal of regulations against servioe charges f most of
whioh were imposed to prevent the circumvention of interest rates
oontrols that have now been removed, could thus help in rural areas
to promote deposit taking in particular and branching in general.
In addition, there are other government policies discussed
elsewhere in this report, such as the availability of cheap
rediscount lines for priority sectorlJ, that discourage deposit
mobilization and thereby inhibit the mOl"e aggressive bank branching
that could provide a full range of financial services in rural
area.s.

Costs to Borro.ers of Changing Len4ers. If a borrower in
Guatemala deoides to change his rel~tionship from one financial
institution to another, there are costs involved. These will
include in particular the stamp tax imposed by the Guatemalan
Government on all promissory notes and certain other types of debt
instruments. Such costs might also include, in the case of
borrowing supported by real estate collateral, new appraisals and
legal fees for preparing and registering mortgage documents. A
borrower who changes his borrowing relationship to another institu
tion expects to receive benefits that are greater than the costs
associated with the change. The lel3s the costs associated with the
change, the greater is the incentive for the borrower to make a
change that he considers beneficial. If the costs are relatively
high, then they serve as a disincentive to competition.

One cost of borrowing in Guatemala that is particularly
onerous with respect to changing lenders is the stamp tax. If a
borrower wants to discontinue his relationship with his bank and
change to another bank, the cost of such a decision is 3 percent
of the amount of his borrowing due to the documentary stamp tax
that is imposed on debt instruments. The amount of the tax is 3
percent of the amount specified on the promissory note or other
debt instrument. Guatemalans have, however, developed a few loop
holes to minimize the imp~ct of this tax. For example, when a loan
is renewed with the same lender, a document is prepared that makes
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reference to the original promissory note, specifies the ~::hangel!l

in term., but, refrains from mentioning an amount. In this way, the
tax doe. not have to be paid again on a renewal of part or all of
the loan. Thi. procedure is said to work as well for li.nes of
credit even though the barrower may not be continuously in debt to
the lender throughout the year. However, there is no loop hole to
avoid this tax if a borrpwer changes banks and has to eXeC1.:lte new
documentation to support borrowing from that institution.

Although this type of tax is not unusual in Latin ~meri.ca, or
even in the united states, the rate of the tax in Guatemala serves
as a 8ignific~nt deterrent to changing banks. (A Aimilar tax in
Florida is 0.15 percent with many exceptions fox,' international
financing and other transactions that the state wishes to
encourage.) In Guatemala the impact is to reduce competition among
banks, as the borrowers have a strong disincentive to shop around
for better service, lower interest rates, or mor,e lJ.beral terms.
A significant reduction in the tax could stimul"t~ borrowers to
seek more f&vorable financing and thereby increase competition
among banks and improve credit terms and service to all sectors,
including agriculture. The reduction in revenues to the Government
from a reduction in the rate of this tax would also be at least
partly offset by increases in total taxable borrowings as borrowers
change lenders more frequently. Moreover, if a borrower can easily
change lending institutions, he can more readily obtain better
terms. For example, a common complaint in Guatemala is that banks
are very conservative with respect to the amount of credit they
will extend as a percentage of the value of collateral. Although
this is not a simple issue, it is reasonable to assume that in a
more competitive environment, a less conservative approach would
prevail.

PerformaDce of Pormal :rinancial IDstitUtiOD8 in providiDg :rinancial
Service. to tbe AgriCUltural Sector

Banking Office .etv~rk8. The Guatemalan banking system is
hj:~ly centralized in Guatemala City. As of December 31, 1988, a
total of only 56 cities and towns were served by public or private
sector banks. Table IV.l illustrates this. Notwithstanding the
present degree of concentration, certain areas are experiencing
growth. For example, the Pacific coastal area, which is a
relatively prosperous low altitUde agriCUltural region, is
developing rapidly, and several banks have opened offices in
Escuintla while others have plans to do so. Banking office
networks in more popUlous and prosperous rural areas will continue
to increase. This should result in substantial increases in the
number of people in the interior who will have reasonably
convenient access to the banking system and who wi.l1 maintain
deposit accounts. This, in turn, will result in increased
capturing of deposits in rural areas -- much of which will be
reinvested in those same areas as more people enter the formal
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banking economy and reach creditworthy status. However, the
process will not necessarily be rapid, and more remote areas will
continue to be served only by the Central Bank and/or BANDESA, if
at all.

Table IV.l

LocatioD of Banking Office. in Guatemala

Government Private Finan-
City / Town Banks Banks cieras Total

Guatemala 18 105 5 128

Quetzaltenango 3 11 14

Escuintla 4 8 12

Suchitepequez 4 4 8

Alta Verapaz 3 5 8

Retalhuleu 2 4 6

Chiquimula 3 3 6

Sacatepequez 2 3 5

H1lehuetenango 2 3 5

rzabal 2 3 5

Zacapa 3 2 5
~

,It all others 48 39 87

Total 94 190 5 289

* Includes 45 other cities and towns having less than
five banking offices. The Central Bank and/or BANDESA
are the only providers of banking service in 18 of those
45 cities.

Dank Agricultural credit Through other ChaDnels. AgricUltural
credit from banks is probably much greater than the reported
figures indicate since many providers of credit to agricUlture are
suppliers and exporters who, in turn, obtain bank credit to finance
the loans that they provide to agricUltural producers. An
interesting example, discussed in detail later in this report, is
the case of foreign owned coffee exporters, many of whom finance
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coffee growers. The coffee exporters provide crop financing,
taking murtgages and crop liens in the same fashion as a bank, and
obtain credit from local banks in order to support this activity.
Such loans are typically secured by standby letters of credit
(effectively serving as bank guarantees) opened by the coffee
exporter's head office in a foreign country through a bank in that
country and in favor of a local (Guatemalan) bank which extends the
credit.

According to various interviews conducted, it is widely
believed that credit in Guatemala, especially agricultural credit,
is mostly available to large wealthy produce·,s, particularly those
who a1:e shareholders or directors of banks. Most bankers, however,
report 'this to be a myth and state that, in fact, the largest
producel's do not tend to use bank credit to any extent. Such
produce~a are said either to finance their agricultural needs with
their own capital or, in some cases, to obtain credit from foreign
banks or financial institutions doing business in Guatemala (but
not within the regulated system) in u.s. dollars collateralized by
their deposits at these banks. Although detailed information is
unavailable, it is reported that a significant amount of
Guatemala's banking activity is of this nature.

participation in special Agricultural Credit Programs. A few
banks and finance companies participate enthusiastically in
refinancing facilities offered by international donor agencies
through the Central Bank. A current example is the Inter-American
Development Bank's "Programa de Credito Agropecuario, BID 529/0C
GU." Those institutions, and perhaps some others that might be
induced to move into this type of lending, could likely absorb more
credit through this type of program. However, because of the
foreign exchange risk involved (for the lender if not for the
borrower) it is questionable if such credit should be made
available to borrowers who do not produce for export.

Institutional Restraints in practice

Bconomic Justification of .ev Banking Offices. Private
financial institutions will only enter a new market, e.g., invest
in a new branch or agency in a rural community, if the institution
perceives the likelihood of generating marginal profit or, at
least, the need to defend its l'egional customer base from
competition. When new branches and agencies are mainly a response
to competitive pressures, the most economical approach is often for
banks to offer in rural areas only those classes of accounts that
involve minimal transaction costs and pay modest interest rates.
Savings accounts are usually the product of choice if a bank wants
to offer attractive deposit services and minimize costs. Checking
accounts irivolve too many administrative costs in the form of paper
processing, accounting (computer time), overdraft loss risks, and
other operating risks from bad checks, forgeries, etc.
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certificates of deposit or other types of time deposits usually pay
the highest interest rates. Moreover, savings accounts can be
especially beneficial to the smaJ.l rural customer since he is
accustomed to settling his obligations in cash and is not
accustomed to checking accounts. Bank savings accounts can also
provide a safer and higher yield alternative compared to other
savings choices.

Lack of serviae Charge. for Hon-Credit serviaes. Banks need
to broaden their base of non-interest income. This should
logically come from establishing fees for services that are
currently provided without charge and from increasing fees for
services with low charges. An appropriate fee structure should at
least cover transaction costs and, ideally, provide a profit margin
consistent with the bank's opportunity cost. If such a fee
structure existed, it could offset any implicit losses in providing
deposit services to low income people in rural areas. Nonetheless,
the installation of a fee structure as described above would be
painfUl, and the first bank to do it would undoubtedly lose
customers. Once the necessary changes have been made in banking
regulations, probably the easiest way to initiate a fee structure
quickly would be through an agreement among banks so that customer
loss from one bank to another would be minimal.

Collateral Requirements for Credit. Many people have argued
that banks are too strict regarding collateral requirements for
agricultural loans. However, when specifics were disoussed,
bankers' responses indicated prudence rather than discriminatory
practices. Banks are supposedly unwilling to take into considera
tion as eligible collateral as high a percentage of the value of
rural real estate and improvements, personal property (equipment,
etc.), and crops as they might in the case of urban areas. This
is unquestionably true, but the underlying criteria for collateral
requirements are nonetheless the same. The problem is not only
that agricultural lending is often particularly risky but also that
the value of rural property is SUbject to similar risks. In..,'
partiCUlar, a prudent banker must take into consideration the f~~~

that the market for agricultural real estate is more limiteo. than
for developed urban real estate. Its value fluctuates JP.r:.ch more
than urban real estate for several reasons.

Crops fluctuate greatly in price according/ to prevailing
market for the type of commodities producea on a given farm.

/

Machinery and equipment is subject/to hard use, theft and
other disappearances.

Crops are subject to disease~/pests, weather damage, etc.

Guerrilla activity at times in some regions exacerbates these
problems.
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For these reasons, appraisals of rural real estate and other
agricultural assets must bo made on a conservative basis if a
lender is to maintain a reasonably healthy portfolio.

Lack of project ADalyais Capability among commercial Banks.
only five finance companies (ltfinancierasU ) and a few banks are
reported to have any meaningfUl ability to analyze a project and
evaluate it for purposes of long-term financing. since few banks
have the ability to perform project analysis, they usually do not
attempt to develop feasibility studies -- nor do they require them
from thei.r customers. However, in the case of most refinancing
facilities at the Central Bank, feasibility studies are required.
Nonetheless, the private banks typically do not attempt to the
analyze studies submitted by their clients but rather pass them on
to the Central Bank with little analysis and comment of their own.

Few of the applicants for loans under refinancing facilities
have the ability to develop well-conceived feasibility studies and
instead rely on their experience and instinct to make their
investment decisions. Consequently, most applicants for Central
Bank credit lines must hire consultants to prepare the studies.
There are reportedly about a dozen independent consultants in
Guatemala who will attempt to produce feasibility studies, and
several of these consultants generate good quality studies, but
others do not. In any case, the Central Bank's Credit Department
has seen fit in most such cases to involve itself in re-evaluating
the feasibility studies, even though they come as part of a package
of information in support of loans already approved by the private
banks. This results in delays as the studies are re-analyzed and
questions are resolvea with the banks which, in turn, have to
contact the applicants to clarify or seek additional information.

The Cost of Projeat Pina~c. Compa1"ed to TraeSitional Bank
credit. Even if Guatemalan banks were willing and able to perform
better project financing, there are cost deterrents for the
borrower. If traditional financing methods are used, the borrower
must confront the front-end costs of borrowing for a long period
only once. The most significant of these costs are an appraisal
of the collateral, the legal costs to prepare and register the
documentation, especially the mortgage, and the documentary stamp
tax of 3 percent on the amount of the credit. This kind of credit
can be renewed indefinitely without having to incur any additional
costs, except perhaps for minor legal fees for preparing the
renewal document.

If, on the other hand, project financing is sought and the
loan is to be amortized over time, then other costs must be
incurred. If the funds are provided by an international donor
agency, then a feasibility stUdy will typically be required. This
is an especially riSky expense for the borrower because it must be
incurred before a loan is approved and with no assurance of
approval. The current rate for a feasibility stUdy prepared by an

42



independent consultant in Guatemala is reported to range from about
1 to 3 percent of the amount of the proposed credit. since
Guatemalan banks do not routinely analyze the cash generation
capability of a borrower, feasibility studies are of no ~elevance

to them except as they might be required to obtain aocess to
certain refinancing facilities at the Central Bank.

OVer the long term, tradltional credit may be periodically
renewed with minimal cost, while project financing with
amortization disappears over time so that the borrower then has to
go through the process and expense of a new loan. However, it
should be noted that prudent lending practices would result in a
repetition of some of these expenses in any case. For example, a
bank that lends against collateral and renews the loan without
significant amortization should require periodic updating of the
appraisal -- something that does not appear to take place routinely
in Guatamala. In any case, it is clearly less costly for a
borrower to obtain a credit facility collateralized by real estate
or other assets and then to periodically renew the facility.
However, this can lead to what are known as "evergreen loans" on
the books of banks, as banks cannot know if their loans are liquid
or could be amortized over a reasonable time if required.

Table IV.2 provides estimates of the various costs for
traditional bank credit as compared to project financing.
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Item

Feasibility
study

Appraisal

Legal Fees

Collateral
Registration

Documentary
stamp Tax

T'lble IV.2

C08t8 of Borrovinq

Traditional Approach
Reg. Cost (estimate)

No N/A

Yes 1 percent or more
of collateral

Occurs at time of
original credit

Yes Unknown

Minimal for
renewals

Yes Unknown but
occurs only at
inception of
credit facility

Yes 3 percent of
credit at
inception of
facility

Project Financing
Reg. Cost (estimate)

Yes 1-3 percent
of amount

Yes 1 per. or more
of collateral

Repeats if new
financing is
requested

Yes Unknown

Repeats if new
financing is
rec;uested

Yes Unknown but is
repeated if new
financing is
obtained after
project loan is
repaid

Yes 3 percent

Repeated on
future loans

Traditional Credit AttitUdes of Guatemalan Bankers.
Traditionally, granting of credit is based on three factors, often
referred to as the three "C's" of credit, i.e., "character"
(personal integrity and reputation of the borrower), "capital" (net
worth of the borrower), and "capacity" (ability of the borrower to
generate income to service credit). In Guatemala considerable
emphasis is placed on character and capital. In some cases
character is heavily based on family name, but this does not appear
to be as important as it used to be. When evaluating capital,
banks typically look for real estate that can be taken as
collateral. For most part Guatemalan banks pay little attention
to capacity. There are a few noteworthy exceptions, inclUding most
finance companies and a few banks. Development credit and project
lending require evaluation of capacity, but many of the more
traditional Guatemalan bankers appear to have no interest in
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learning how to evaluate capacity. This may be due to the fact
that, with previous government policies of controlled low interest
rates, there was no incentive to evaluate capacity because it is
relatively expensive to evaluate and enough low risk borrowers were
available who could qualify for loans on the basis of character and
capital.

aequirement. for Information or R.l~,1atara. of I'armers.
AgriCUltural producers, especially medium and small-scale ones,
keep limited records and are rather unsophisticated in their
business practices. They are unable and unwilling to provide the
extensive financial and business information required to support
a credit request for medium or long-te~ financing. Most of those
willing to go through the process of obtaining a bank loan under
a relending program such as the BID 529/0C-GU facility have had to
hire independent consultants to prepare the required feasibility
stUdy and supporting financial information.

Bankers report that such applicants typically do not seek to
obtain long-term project financing from any source. They are
accustomed to borrowing on the strength of their names and
available and acceptable collateral. They manage their farms by
experience and instinct and not by the use of extensive and
sophisticated financial and management planning and control
techniques. They tel1d to be resistant to extensive paper work and
to disclosing details about their finances. One can sympathize
with this attitude since it takes time to educate this type of
borrower to convince him that the rewards of this type of financing
outweigh his perceptions of its disadvantages. Nonetheless, the
fact that many agricultural producers do not like paper work and
personal financial disclosure is not a valid reason for lenders to
eliminate reasonable and prudent information requirements for loan
applicants. Banks must rather work with those applicants who are
willing to conform to information requirements and patiently
educate other potentially creditworthy borrowers.

The Condition of Banks and Ability to Take Additional Risks

A review of recent financial information on banks and the
comments of various individuals interviewed indicate that the
banking system in Guatemala may be in poor financial condition ~nd

getting worse. There are various reasons for this, not the least
being the decreasing value of the Quetzal, imminent interest rate
increases, and bad loan portfolios. The condition of individual
banks varies greatly, but several are technically bankrupt. This
greatly diminishes their ability to take additional credit risk in
their loan portfolios -- unless such banks adopt strategies of
extreme risk taking because their owners have nothing left to lose.

There is considerable evidence to suggest that portfolios of
many Guatemalan banks are replete with problem loans, i.e., loans
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that are not paying as agreed, are uncollectible, or have already
been sUbject to jUdicial action. This situation has considerable
significance with respect to the ongoing ability of the banking
system to respond to the It.agitimate credit needs ot the entire
economy, not just the agricultural sector.. In a healthy system
there is constant turnover in loan portfolios, interest is
collected, loan losses are minimal, and bank capital grows enabling
the system to increase lending. In an unhealthy system
characterized by bad loan portfolios, bank capital is eroded
through lack of profits and excessive loan losses. Bankers become
fearful and more conservative in their lending practices than they
might otherwise be -- unless, again, they adopt strategies of
extreme risk taking for the reasons noted above.

The costs to the pUblic increase as banks are intervened by
the banking authorities and are kept in operation or liquidated
and depositors paid off. If a bank reaches the point where it must
be intervened by the Contral Bank, problem loans will increase, and
likewise the cost to the pUblic of managing or liquidating the
bank. The circumstances of intervention are never optimal for
effective bank management, and many marginal borrowers will take
advantage of the situation to avoid repayment of their loans. On
the other hand, to allow unhealthy banks to continue to operate
runs the risks that losses will mount even more rapidly, especially
if bank owners adopt a high risk strategy. Moreover, such banks
need to by replaced by banks that makes sound loans that
appropriately serve all sectors of the economy, including even
higher riSk sectors such as agriCUlture.

In order to quantify the extent of loan portfolio problems,
several interviews were conducted with Superintendency staff and
with certain bankers. These confirmed that the portfolios of
several banks have serious problems, although comments were
generally based on intuitive notions as opposed to quantified data.
Several individuals also readily agreed that the Superintendency
lacks adequate supervisory power to take timely action with problem
banks. If a bank is intervened, it is only after the damage is so
severe that all capital has been dissipated and a considerable
infusion of money has to be made -- or has already been made -- by
the Central Bank. The Banco Inmobiliario is an extraordinary case
in point and will be discussed in more detail below. The
inadequacy of supervisory power derives from several causes, and
a brief discussion of these causes follows.

Independent: Audit:. of Banks. Independent bank audits are not
mandatory ln Guatemala, and, in any case, the quality of most
independent bank audits is weak. The large banks typically use a
quasi-independent firm to audit their books, where such firms are
not completely independent because their only client is one bank.
Only a few banks use the services of a major public accounting firm
to audit their books, to prepare financial statements, and to
render an opinion on the financial condition of the bank and its
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conformity with generally accepted accounting principles. One
major ind~pendent public accounting firm audits five banks,
including one pUblic sector bank and four private sector banks.
Of the private sector banks, one is in formation and not yet
operating, one is considered very sound and w~~l managed (and is
the only one for which the acoounting firm issues a 'clean'
opinion), one is in extremely poor condition, and the other is
somewhere in between. Betw~en the lack of high qual i ty independent
audits and the lack of authority of the Superintendency to mak6
their loan classifications effective, it is not possible to rely
on the quality and accuracy of financial statements for Guatemalan
banks.

Loan Clas.ifiClation ProCledure.. In the United states and many
other countries, bank loan portfolios are subject to periodic
independent review and classification utilizing uniform industry
wide criteria. Such independent reviews are conducted by banking
regUlatory authorities during the course of their periodic
examinations of banks, independent pUblic accounting firms in the
course of their annual audits of banks' financial statements, and
by internal credit review depar.tments organized with clear mandates
and independent, direct to the board of directors reporting chains.
In the case of small banks in the United states, independent credit
reviews are frequently performed by outside consultants hired for
this express purpose by their boards of directors. Findings of
independent credit reviews are usually taken seriously by bank
management and by regulatory authorities. In most cases the
classifications and criticisms of loans and lending practices
cannot be over-ruled in a self-serving manner by bank management.

The purpose for such credit reviews is obvious. Periodic,
independent reviews of lending practices and individual loans
provide a vehicle to facilitate the maintenance of healthy banks
and the banking system as a whole. It facilitates the
identification of unsound or unsafe practices and the detection of
problems in time to permit the bank to take action to protect
itself -- or for a· regulatory authority to take prompt and
effective action to discipline or intervene a bank with severe
problems. It also facilitates the identification of incompetent
or corrupt or poorly trained loan officers and bank managers.

In Guatemala, the Superintendency has the power and authority
to perform periodic examinations of banks. Its examiners review
loan portfolios as part of their routine examinations. They
classify loans as "normal," "doubtfUl," or "loss," apparently using
standard criteria. However, if the Superintendency classifies a
loan as "doubtful" or "lOSS," and the bank's management does not
agree to charge-off the loan, then there is an appeal process, and
the bank does not have to charge-off the loan until its appeal has
been heard and lost. Since such appeals are heard by the Monetary
Board (an inappropriate function for the highest monetary authority
in the country) appeals may not be heard until months or even a
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year atter the examination. By the time such appeals are
oonsidered, the bank may have colleoted the loan or, more likely,
the loan will have deteriorated even turther. For a bank with many
bad loans and many appeals, the long delays inherent in this
process permit a bad bank to beoome hopelessly insolvent. The
pUblic cost at intervening a bank therefore becomes muoh higher
than it might have been if the Superintendency had been able to
make its classification stick at the time of the examination so
that the exte~t ot portfolio problems would have been more obvious
sooner.

Accoun1:inq for uncollectible Loans. In the United states and
many other countries, the generally accepted accounting practice
is to create an allowance (reserve) for uncollectible loans by
periOdic charges to income which are credited to the allowance.
Such charges are, within limits, tax deductible. This provides a
financial incentive for banks to create and build an allowance that
can absorb losses. This allowance can also provide clues as to the
condition of the bank's loan portfolio. Allowances for loan losses
can be created in Guatemala, but charges to earnings for this
purpose are not tax deductible. A loss can be charged to earnings
only after all legal remedies for collection of the loan have been
exhausted, collateral has been repossessed and sold, and the
original borrower or guarantor have been pursued for any
deficiency. In other words, it is a difficult and lengthy process
to make a tax deductible charge to earnings for a bad loan.
Allowance for loan losses are thus not a good indicator of -- nor
an adequate cushion for -- loan losses in Guatemala.

~inancia1 Da1:a and Indicators of Loan Portfolio Quality. A
limited analysis was conducted of the most recent financial data
availanle from the Central Bank, the "balances analiticos" of the
banks as of September 30, 1989. The purpose was to attempt to have
an indication of the scope of the problem. Several tables and
exhibits containing the data analyzed, together with some relevant
ratios, are shown in an annex to this report. However, before
discussing the actual data, ratios, indicators and conclusions, the
logic of the analysis of loan portfolio problems needs to be
discussed. The flow of the process from when a loan, that
eventually becomes uncollectible, is initially disbursed until cash
is received from the sale of foreclosed collateral is described
below. Balance sheet categories are listed as shown on the
"balances analiticos" submitted to the Superintendency, and the
most comparable accounting terms in the United states are shown in
parentheses.
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Comment

A lo~n, discount or export docu
ment that is registered on the
books ot the bank, presumably
with the expectation that it will
be paid by the customer as
agreed.

A loan, discount or export docu
ment that becomes past due. The
problem is that it cannot be
determined from readily available
information just how long an item
in this category has been past
due.
To be considered past due, the
loan need only be 1 day past due.
Many loans have month-end billing
dates. Many of these might be
paid a few days after the
beginning of the following month.
These do not necessarily repre
sent problems.
On the other hand, a loan that is
90 days past due is most likely
a problem.

Interest has been registered as
income, but not collected. Since
banks in Guatemala are on cash
accounting, not accrual
accounting, this category repre
sents income that has been re
gistered but is potentially
uncollectible.

A loan is classified, either
internally or by Superintendency
examiners, as loss or doubtful.
When an allowance ."',s created in
this category, it ~s considered
to be a serious situation with
little hope of recovery.

Legal action to collect the loan
has been initiated and completed

(Past-due loans and
discounts)

Productos por cobrar:
Intereses sobre pres
tamos
Intereses sobre docu
mentos descontados

(Interest income rece
ivable)

Estimaci6n: prestamos /
documentos descontados
/ documentos a cobrar
en moneda extranjera de
dudosa recuperaci6n

(Al~owance for loan and
discount losses)

Activas extraordinarios

2

3

4

5

Pha.. Balance Sheet Category

1 Inversiones en pr4stam
os y en Documentos des
contados

- and -
Dooumentos a oobrar en
moneda extranjera

(Loans, Discounts, Reo.
ceivables in foreign
currency)

Prestamos vencidos
- and 

Documentos vencidos
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6

(Other a.sets owned)

Deudores por ventas de
activas

(Receivables from sale
of other assets owned)

and oollatera1 has been repos
••s.ed. This is tor m08t part a
non-earning 'lllset, typically real
••tate. A relatively large
amount ot oth'iJr a.seta owned
constitute. a burden tor a bank
since such assets typically yield
little, it any, inoome and cause
expenses tor maintenance, repair,
and disposal.

Other assets owned that have been
sold and short-term credit has
been granted to the purchaser.
The quality of such receivables
is not known. Reportedly, when
longer term credit is granted to
a purchaser of such assets from
a bank, then the credit is trea
ted as a loan and is documented
and registered on the books of
the bank as a loan.

pr:-

By examining the amounts in these categories on a bank's
balance sheet, it is possible to estimate the extent of loan
portfolio problems and to what degree these problems have advanced.
Unfortunately, a detailed system of loan grading and classiflcation
and an ageing of past due loans is not available for portfolios as
it would be in the United states. For this reason, conclusions as
to gravity of the situation in any particular bank are somewhat
tentative.

If a bank has a significant amount of past due loans, but only
modest amounts in allowances for uncollectible loans and discounts,
then problems may be at an early stage. Instead, however, -the bank
may be rolling over poor quality loans so that - they cannot be
identified as problems. If a bank has a significant amount in its
allowan-.:::es for uncollectible loans and discounts, then it can
reasonably be assumed that the bank (or, mClre likely, the
Superintendency examiners) has classified a substantial amount of
loans as loss or doubtful. This is a sign of existing problems and
worse problems to come.

If a bank has a substantial amount of other assets owned, it
is an indication that the bank has had (and perhaps still has)
serious loan problems that have led to legal actions to foreclose
on loan collateral. This can become a potentially crushing load
for a bank to carry, as explained above. Once the bank has
obtained title to collateral (and registered it as other assets
owned), these assets must be sold. Once this has been
accomplished, the bank either receives cash (ideal), grants short-
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term oredit whioh i. registered a. reoeivabl•• trom aalo ot other
as.eta owned, or grants long-term finanoing and registers this as
a loan. A substantial amount in reoeivables trom male ot other
"s.et. owned mayor may not repre.ent a problem, depending on the
oollect1bility ot 'the receivable, the agreed upon period tor its
repayment, and the amount ot interest earned, if any.
Neverthel..s., a large quantity in this o~'tegory is an ind~.cator of
t.he extent ot previous bad loans, as it is the most advanced stagQ
i!or bad loans. In all cases what constitutes oonsiderable or
substantial or large amounts must be related to the bank's net
worth, as this i8 the cushion for absorbing losses.

Consider three oases.

1. The Banco Inmobiliario was intervened by the Central Bank
some time ago. It is generally acknowledged to be the
Guatemalan bank in the worst condit.ion. Past due loan~

represent nearly half (46 percent) of its total portfolio and
are nearly twice (190 percent) its total net worth (capital
accounts). Its allowances tor uncollectible loans are very
modest, but many of the bad loans have already gone though the
legal process. other assets owned represent an incredible 79
percent of its net worth -- to which no other bank comes
close. Receivables from sale of assets represent 61 percent
of net worth. If all ~lestionable accounts, i.e., past-due
loans, interest income receivanle, other assets owned and
receivables from sale of other assets owned are compared to
net worth for the Banco Inmobiliario, they amount to 330
percent of capital plus allowances for uncollectible loans.
From this it should be clear why the bank was intervened and
is considered to be the worst in the country.

2. At the other extreme might be the Banco de Exportaciones.
It is a relatively new bank and, by all reports, a very
healthy and well-managed institution. Past due loans
represent 20 percent of its portfolio and 108 percent of its
net worth, but with a reasonable explanation for even this
level. Many of this bank's loans are for the financing of
exports, the repayment of whi~h derives from remittances from
foreign purchasers that are used to liquidate lonns to
exporters. It is alleged, credibly, that the bank's past due
loans are typically only a few days past due. Moreover, it
has no allowance for uncollectible loans, no ether assets
owned and no receivables from sale of other assets owned.
Thus ~he total of all questionable accounts is only its past
due loans (plUS &1'1 insignificant amount of interest
receivable) •

3. An example of a bank that is n~t in good condition but has
not yet been intervened is Banco del :Ejercito. Past due loans
represent a relatively modest 15 percent of its portfolio and
116 percent of its net ~orth. However, other assets owned
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r.epresent 8 percent of its net worth c and receivables from
sale ot other assets owned represent another 56 percent. The
total of all it.s questionable accounts is 184 percent of
capital plus allowances for uncollectible loans.

with the above examples as a guide, the data in EXhibits F and G
can be reviewed to draw one's own conclusionfl. It seems clear that
severa1 banks are in serious financial condition due to high levels
of problem loans. Moreover, these banks may deteriorate quickly
and substantially in an environment of free interest and exchange
rates.

~'ith free interest t'~t',es it can be assumed that interest ratea
will e~entually rise. Theoretically, deposit ratas should rise so
that l'eal x'ates of return on deposits equal alternative rates on
dollar denominated deposits -- plus an additional risk factor to
compen,sate for tne perceivad risk in depositing funds in a bank, in
Guatemala. The point here is not to attempt to quantify how much
rates trdll rise, but only to indicate that they will rise. As thiS!.
happens, the least healthy banks, as perceived by depositors, will
have to pay the highest rates to compete w:l.th the more healthy
banks. This is due not only to risk perceptions but also to
liquidity issues. Good banks attract good customers, both
depositors dnd borrowers, and have a wider base of alternative
deposits with which to :lund their lending activities.

As rates rise for deposits, they will also rise for loans.
Banks will adjust interest rates on existing portfolios as fast as
underlying loan documents and maturity d=1tes permit. However,
there is a significant difference between interest expense for
deposits and interest income for loans. A bank must pay interest
on all interest bearing deposits, but it can only collect interest
on loans to those bor.rowers who have the ability and willingness
to pay. The implications of higher interest rates for weak banks
are that interest expen~e will go up, inter~st incume may go up,
but the difference (net interest income) may decrease~ This may
not happen for those weaK banks that a~e not highly dependent on
interest bearing deposits ,1)S opposed to demand deposits. The
degree to which net interest ,income decl ines, or even becomes
negative, depends on just how high rates go and just how bad a
particular loan portfolio is. Based on the data analyzed, there
is good reason for concern with respect to certain banks. Table
IV.3 illustrates the basis for this concern. As can be seen, it
is not just the degree of past due loans in the portfolio, but
rather the aggregate effect of all of the accounts that indicate
problems.
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I
Past-due loans
and discounts
/ total loans
+ discounts

(percent)

Tabl. IV.3

Indicativ. Ratios for Bank. with Qu••tionabl. Loan portfolios

Past due loans + Interest
receivable + other assets
owned + Receivables from sale
of other assets owned / Net
worth + Allowance for losses

(percent)Bank

Cafe

Ejercito

Granai & Townson

Inmobiliario

26.6

14.4

20.3

45.8

204.8

184.5

220.3

329.9

Metropolitano 20.5 263.2

BANDESA 25.0 168.2
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CJlAP'J'ER V

'l'BE ROLE 01' COOPERATIVES III RURAL I'INANeE

si.e and Kember.bip ot tbo cooperative Hovement

The Guatemalan cooperative movement i~ fundamentally rural
based, with over 74 percent of cooperative members and almost 80
percent of cooperatives located outside of metropolitan Guatemala
city. OVer 170,000 families, approximately 10 percent of the rural
population, belong to rural based cooperatives (Tables V.l and
V.2). These numbers are even higher when it is noted that two of
the major creGit unions listed in metropolitan Guatemala City, and
accounting for almost half of urban credit union members, are
actually rural based credit unions located just outside the city
limits.

Credit unions dominate the cooperative movement. Almost 60
percent of all cooperative members are credit union members (Table
V.3). Agricultural cooperatives are the next most important in
terms of total membership, representing 24 percent of tot~l

cooperative members. Eleven percent of cooperative members belong
to consumer cooperatives and slightly more than 6 percent belong
to production, housing, transport and other types of cooperatives.
Credit unions also tend to be much larger than other types of
cooperative~, as they have almost 60 percent of total cooperative
membershi.? but only represent 20 percent of the total number of
cooperatives. Agricultural cooperatives represent almost half of
the total number of cooperatives, but have only 24 percent of total
membership. Consumer, producer, housing, transport, and other
cooperatives represent 31 percent of the total number of
cooperatives but only 17 percent of total membership.

In rural areas, 94 percent of all cooperative members belong
to credi.t unions or agricultural cooperatives. sixty-three percent
belong to credit unions although only 17 percent of the rural
cooperatives are credit unions, and 31 percent belong to
agricultural cooperatives although almost 60 percent of the rural
cooperatives are agricultural cooperatives.

Con4itioD of the cooperative Movement

Although Guatemala has a sizeable cooperative movement with
over a thousand coo~eratives throughout the county, the movement
cannot be considered healthy. Moreover, firm data about the
overall health of the cooperative movement ar.e diffi~ult to find.
Nonetheless, a good analysis was done in 1985 by Peter Marion who
analyzed the financial viability of eighty affiliates of the
Guatemalan Credit Union Federation (FENACOAC) and concluded that
only sixteen (20 percent) could be considered type A credit unions.
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Table V.l ;=

HEHBERSHIP IN COOPERATIVES, BY TYPE, BY RESION, 3HO-1999

REGIONS ASRICULT. CRE. UNIONS PRODUCTION CONSUHPTION HOUSING TRANSPORT OTHER TOTAL

I HETROPOL 11AN 1,196 23,897 456 19,042 5,797 1,941 238 52,537
II NORTE '. 8,462 1l,979 133 691 91 142 21,479
III NOR-ORJENTE 2,630 23,119 1t7 ~O aop 26,194
IV SUR~ORIENTE 3,S07 6,722 1t3 230 24 99 10,924
V CENTRAL 9,539 10,321 326 It59 1,059 73 20 • 21,797
VI SUR-OCCIDF.NTE 14,ISB 26,599 1,247 2,106 1,126 25 45,261
VII NOR·DCCIDENTE 10,961 25,356 667 493 401 37,779
VIII PETEN 1,636 820 170 2,626

TOTAL RESIDUES 52,279 129,803 2,919 23,271 9,796 2,279 2SS 219,595

-

Source: CONFECOOP

Table V.2

NUHBER OF COOPERATIVES, BY TYPE, BY REGION, 31-10-1998

REGIONS AGRICULT. CRE. UNIONS PRODUCTION CONSUHPTION HOUSING TRANSPORT OTHER TOTAL

I HETRDPOLlTAN 22 67 13 44 37 23 4 210
II NORTE 77 10 6 15 3 3 0 114
111 NOR-ORIENTE 36 21 2 2 2 0 0 63
IV SUR-ORIENTE ~It 10 2 4 1 2 0 63
V CENTRAL 75 11 9 11 10 2 I 119
VI SUR-OCCJDENTE 102 1t6 24 46 14 1 0 233
VII NOR-OCtIDENTE 93 32 16 12 6 1 0 160
VIII PETEN 36 7 0 3 0 0 0 46

TOTAL REGIONES 495 204 72 137 73 32 5 1,009

Source: CONFECOOP
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(Type A credit unions are classified as solvent and well
functioning.) He concluded that thirt~'-seven (46 percent) credit
unions were insolvent and sUbject to liquidation and the remaining
twenty-seven (34 percent) were salvageable given the right kind of
support (Table V.4). These results were informally corroborated
by technicians in various cooperative support and regUlatory
institutions. Most agreed, off-the-record, that no more than 10
to 15 percent of all cooperatives were well-run, viable
institutions, though many others, according to these informants,
could be rehabilitated with the right assistance.

The "Beat 100" cooperative.

After in depth but informal discussions with technicians from
several organizations, a list of the "Best 100" cooperatives in
Guatemala was developed, and the recent financial performance of
these cooperatives was examined as a base for understanding the
potential of the cooperative movement for financing rural
development activities. This list is neither scientific nor
representative in a statistical sense. Nonetheless, the
cooperatives that were put on this l.:J.st had been mentioned by
technicians from different organizations so that the list does have
validity at least in terms of representing informed opinions from
different sources.

Total membership of the "Best 100" cooperatives (122,041)
compared to total membership of all 1008 cooperatives in Guatemala
(218,595) shows that 56 percent of all cooperative members belong
to the "Best 100" cooperatives (Table V.5). In fact, the "Top 40"
cooperatives, which represent only 4 percent of the cooperatives
in Guatemala, have a membership that equals 40 percent of total
cooperative membership. Moreover, of the 84,886 members of the
"Top 40" cooperatives, only 3,165 (3.7 percent) are members of
urban cooperatives. If 122,041 members belong to the "Best 100"
cooperatives, then 96,554 members belong to the other 909
cooperatives for an average of 106 members per cooperative. If,
according to most informed estimates, 35 percent of all
cooperatives are completely insolvent and unsalv~geable, then about
37,400 members would have to be subtracted from total cooperative
membership of 218,595. This would leave 59,154 members in the
remaj,ning cooperatives. If, as more pessimistic informed sources
indicate, 50 percent of all cooperatives are completely insolvent,
then there would be only 43,130 members in the remaining
cooperatives. This implies that the "Best 100" cooperatives
represent anywhere between 67 and 74 percent of the membership of
viable cooperatives.

Total A.sets of the "Be.t 100" cooperative.. The total assets
of the "Best 100" cooperatives were valued at approximately 83
million quetzales using available year-end balance sheet data from
1988 (Table V.6). Credit unions dominate, accounting for 50
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'J~able V.3

- P~RCENTAGE DISTRIBUTION OF CODPERATIVES AND "EKBERS FOn URBAN
AND RURAL CUOPERATIYES, BY TYPE, J909

AGRJCULT. CRE. UNIONS PRODUCTION CDNSUHPTIO~ HOUSING TRANSPORT OTHER TOTAL

TOTAL KEKBERS
\

52,279 12B,B03 2,919 23,271 e,786 2,279 aSB 210,595
m 24 59 I 11 4 1 0 100

URBAN 1,196 23,897 456 19,042 5,7B~ 1,941 239 52,537
m 2 4S I 36 11 4 0 100

RURAL 51,093 104,916 2,463 4,229 2,999 338 20 166,OSB
00 31 63 I 3 2 ° 0 100

TOTAL COOPERATIVES 495 204 72 137 73 32 5 1,00B
m 49 20 7 14 7 3 0 100

URBAN 22 67 13 44 37 !i3 4 210
IX) 10 32 6 21 IB 11 2 100

RURAL 463 137 59 93 36 9 1 799
m 59 17 7 12 5 1 0 100

Table V.4

CLASSIFICATION OF CREDIT UNIONS AFFILIATED WITH FENACOAC

RESIONS HU"BER OF EACH TYPE OF CREDIT UNION
A B C OTHER TOTAL

I 3 5 6 .. 17("

11 4 3 7 0 14
III 1 6 2 2 11
IV 3 8 10 1 22
Y 3 It 3 0 10
YI 2 0 3 0 5

TDTAL 16 26 31 6 ...79

PERCENT 20 33 39 8 100

SDurce: "ariDn, 1985
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Table V.S

HEKBERSHIP OF COOPERATIVE nOVEHENT AHD "BEST 100" COOPERATIVES, BY REGION, 1900

HunDER OF COOPERATIVES TOTAL HEHBERSHIP
REGIONS GLOBAL DEST 100 GLOBAL BEST 100

(I) III IX) (I) (I) m

I "ETROPOL IT AN '. 210 14 1 52,537 1~,299 27
II NORTE lilt 9 7 '21 ,~41 10,344 ~9

JJI NOR-ORIENTE 63 12 19 26,194 26,330 101
IV SUR-ORIENTE 63 3 5 10,924 2,679 25
V CENTRAL 119 21 19 21,797 13,193 60
VI SUR-OCCIDENTE 233 30 13 45,261 • 30,427 67
VII NOR-OCCIOENTE 160 0 5 37,779 24,424 65
VI! I PETEN 46 3 7 2,626 35b 14

lOTAL REGI0HES I,OOB flq !(1 210,55B 122,041 56

Source: C~.paratlve Balance She.\ and Intole State.ents of cooperatives

Table V.6
:

TOTAL ASSETS OF "BESl 100' COOPERATIVES, BY TYPE, BV REGION, 1989
lin thousands of Quetzales)

REGIONS AGRICULl. CRE. UNIONS PRDDUCYiON CONSUKPTlON HOUSING TRANSPORT OTHER TOTAL lSI

I nETRDPOLITAN ~,424 7,330 1,329 1,685 14,769 IB
11 NORlE 19~ 6,179 35 43 6,~50 B
111 NOR-ORIEHTE 2,037 16,265 19,102 23
IV SUR-ORIENTE 1,556 916 2,372 3
V CENTRAL 9,313 3,397 1,267 13,967 17
VI SUR-OCCIDENTE 5,613 B,69:, 65 465 1,730 16,56' 20
VII HDR-OCCIDEHTE 2,413 7,220 SS 9,6B9 . 12
VIII PETEN 44 160 18 222 0

TOTAL REGIOHES 26,394 5~,.O47 65 I,B84 4!~2 43 IB 83,133 100

Source: COlpantive Balance Sheet i"d IncoI! Shhlfnts of cooperatives
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million quetzales in assets (60 percent), while aqricultural
cooperatives accounted for more than 26 million quetzales in assets
(32 percent). All other types of cooperatives accounted for only
6.7 million quetzales in assets (8 percent). Rural cooperatives
had assets totalling 68 million quetzales (82 percent) •
Considering only aqricultural cooperatives and credit unions, 86
percent of their assets are located in rural areas. In the case
of credit unions, this figure is probably even hiqher due to the
two large Guatemala city credit unions already mentioned that are
actually rural based. If the "Best 100" p;election represents
between 67 and 74 percent of the members of viable cooperatives,
then the total assets of the viable cooperative movement would be
somewhere between 112 and 124 million quetzales.

Total Loan Portfolio of "Be.t 10011 CoopAratives. The total
loan portfolio of the "Best 100" cooperatives equaled 42.7 million
quetzales at year-end 1988 (Table V.7). Again, rural cooperative
predominate, accounting for 38 million quetzales (87 percent) of
the total. Credit unions had a total loan por~folio of 29 million
quetzales (69 percent), while agricultural cooperatives had a total
of 10 million quetzales (24 percent). All other cooperatives had
a total loan portfolio of 3 million quetzales (7 percent). Again,
if the "Best lOa" cooperatives represent between 67 and 74 percent
of the members of viable cooperatives, then the total loan
portfolio of the viable cooperative movement w'ould be somewhere
between 58 and 64 million quetzales.

Other than commercial banks, the major formal lender in rural
areas for prDductive activities is BANDESA, Guatemala's
agricultural development bank. BANDESA has a portfolio of almost
200 million quetzales, of which 110 million quetzales can be
classified as fully performing on time portfolio. Another 34
million quetzales has been classified as portfolio with some late
payments. The remaining 56 million quetzales are problem loans,
much of which BANDESA states is ultimately recoverable. The total
loan portfolio of the "Best 100" cooperatives amounts to almost 40
percent of the value of BANDESA'S healthy portfolio. Table V.8
shows the distribution by region of BANDESA'S healthy loan
portfolio in comparison with the "Best 100" total loan portfolio.
BANDESA lent over 95 million quetzales during 1988, with almost one
third going to the sixth Region (Quetzaltenango). The pattern of
lending durinq 1988 closely reflects the distribution of the entire
portfolio as can be seen from Table V.9. The total lent by the
'RBest 100" cooperatives was not available.

Liabilities and capital structure of "Best 100" cooperatives.
In the sample of the "Best 100" cooperatives, member share capital
and undistributed earnings are equal to about half of total
liabilities and capital. In other words, about half of total
cooperative assets are financed by member share capital.
Liabilities constitute the other half (Table V.10) • While the
capital structure does not vary siqnificantly by type of
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Table V.7
TOTAL LOAN PORTFOLtO OF IDEST 100' COOPERATIVES, BY TYPE, BY REGION, 1909

11n thDullnds of qUltzl1.11

REGIONS AGRICULT. CRE. UNIONS PRODUCTION CDNSUHPTION HOUSING TRANSPORT OTHER TOTAL UI

I t1ETROPOL ITAN
\,

343 4,190 62 1,006 5,601 13
II NORTE 49 2,129 17 15 2,210 3
JJJ NOR-ORIENTE 1,029 7,722 9,750 20
IV SUR-ORIENTE 951 376 1,327 3
Y CENTRAL 3,BB4 2,451 709 7,044 16
YI SUR-OCCIDENTE 2,302 6,005 11 35B 935 9,611 23
YII NOR-OCCIDENTE 1,592 6,349 °

7,941 19
VIII PETEN 15 153 45 213 0

TOTAL REGIONES 10,164 29,375 II 437 2,650 15 45 42,697 100

Sources Co.parative Balance Sheet and Inco" State.ents of c~op,ratives

Table V.8

COHPARISON OF BANDESA "HEALTHY' PORTFOLIO AND 'BEST 100' COOPERATIYE PORTFOLIOS

BAN D E 5 A "BEST 100' COOPERATIVES
REGIONS IQ 0001 m IQ 0001 IX III coopslX AG. Coops

I "ETROPOL ITAN 17,023 .. 15 5,601 13 3
II NORTE 9,303 B 2,210 5 1
III NOR-ORIENTE 10,77B 10 8,750 20 10
IV SUR-ORIENTE 18,059 16 1,327 3 9
V CENTRAL 25,448 23 7,044 16 3B
Vi SUR-OCCIDENTE 12,179 11 9,611 23 23
VII NOR-Dec1DENTE 11 ,212 10 7,941 19 16
YIIJ PETEN 6,163 II 213 0 0

TOTAL REGIOHES 110,165 100 It2,697 100 100

t hOle office loans to other regions included

Source:, BANDESA, 10-1989
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LOANS GRANTED BY BANDEBA DURING 1900, BY REGION

F IDE CO" I 9 0 BANCARIO T 0 T A L .
R£810N9 10 0001 lXI 10 000) IX) 10 000) I~)

I K£TROPOL ITAN
\

503 1 1,246 e 1,749 2
'II KORTE 3,164 B 5,457 9 0,621 9 . '

- III HOR-ORIENTE 3,103 9 6,7B9 12 9,991 10-
IV 9UR-ORIENTE 5,699 15 15,305 26 21,004 22
V CENTRAL 3,290 9 7,3B5 13 10,615 11
VI SUR-OCCIDENTE 13,239 35 16,029 29 29,269 31
VII NOR-OCCIDENTE 5,992 16 3,509 6 9,500 10
VIII PETEN 2,447 7 2,192 4 4,629 5

TOTAL REGIONES 37,/,37 100 57,900 100 95,337 100

Source: BANDESA, 1989

Table V.10
CAPITAL AND LIABILITIES STRUCTURE DF "BEST 100" COOPERATIYES,

OY COO~ERATIYE TYPE, 1988

AGRICULT. CRE. UNIONS CONSUMPTION HOUSING OTHER TOTAL

LIABILITIES 12,574 25,638 547 3,774 60 42,593

LOANS 8,720 13,741 31 3,171 25,664

SAYINSS 214 8,903 64 11 B 9,200

OTHER 3,640 2,994 452 592 51 7,729

CAPITAL 12,820 24,003 1,336 1,169 93 39,420

DONATIONS 945 369 24 67 23 . 1,427
..

SHARE CAPITAL 11 ,345 20,059 1,055 S24 ~O 33,323

UNDISTR. EARNINGS 530 3,576 257 277 30 4,670

TOTAL CAPITAL AND
LIABIllTIES 25,394 49,61t1 1,883 4,942 153 82,013

SDUTce: CDoperatives Balance sheet and inco•• state.ents
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cooperative, the liabilit:l,es structure does. For agrioultural
cooperatives, loan. to cooperatives constitute almost 70 percent
ot total liabilities, whila for credit unions loans constitute only
54 peroent. While member savings are insignificant for
agricultural cooperative,.. (2 percent), they constitute a vital
lource of funds for ored,it unions (35 peroent). This difference
is even more marked when it is noted that other liabilities are
mostly goods on oonsignment. Adjusting for this, 98 percent of
agricultural cooperative liabilities oome in the form of loans,
while only 65 percent of credit union liabilities originate from
external lenders.

Ixternal WiDaDoe for the cooperattve Movement

According to CONFECOOP, tho confederation of Guatemalan
cooperative federations, the Guatemalan Government has invested
over 51 million quetzales in the cooperative movement (Table V.11).
Approximately 30 million quetzales has been channelled through
BANDESA, 11.5 million quetzales through BANVI, almost 9 million
quetzales through CORFINA, and 0.7 million quetzales through CHN.
Almost the entire CORFINA portfolio (98 percent) is currently in
arrears and under renegotiation While almost the entire BANVI and
CRN portfolios (98 percent) are healthy. Both BANDESA and CORFINA
lend for productive purposes, mostly for agriCUlture and mostly to
agriCUltural cooperatives. Credit unions currently receive outside
funding from the IDB through COLAC in a US$6 million loan which
begins to be amortized during 1990.

BANDESA has been the primary lender to the agricultural
cooperative movement during most of the last 15 years. Table V.12
tracks total loans made by BANDESA to the cooperative movement
since 1971. Clearly, the peak years were between 1976 and 1981
with a brief upsurge again in 1984. During each of these years,
BANDESA disbursed between 3 and 8 million quetzales to
cooperatives, but in later years this amount has fallen to less
than 2 million quetzales annually.

CUrrently, 13 percent of the entire BANDESA portfolio is
placed with the cooperative movement (Table V.13). Approximately
32 percent of BANDESA's cooperative portfolio is in arrears,
oompared to 27 percent of its total portfolio, so that on average
BANDESA's cooperative portfolio performs only slightly worse than
its entire portfolio. In addition, it appears that BANDESA direct
loans to cooperatives are more risky (44 percent in arrears) than
loans made to federations and other qroup organizations (25 percent
in arrears). Nevertheless, BANDESA loans to cooperative
federations and other groups are relatively recent and long term,
while loans to cooperatives are relatively older. Since BANDESA
does not consider a loan to be delinquent unless its term has
expired, the BANDESA loans to cooperative federations and other
groups may not necessarily perform better in the longer run.
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Table V.ll
STATE FINANCING OF COOPERATIVE tlOVEHEtlT, 31-4-1990

lH9T nUTI ON TOTAL CURRENT LATE LOAN
PORTFOLIO LOSSES

'. (thouslnds of Qu.tzll.s)

BANDE9A 30,277 13,057 12,069 5,152

~ORFINA 8,762 165 8,285 312

BANVI 11,461 II ,266 195 °
CHN 719 719 °. °
TOTAL 51,219 2~,207 20,540 5,464

Source: CONFECODP

Table V.l2

TOTAL LOANS TO COOPERATIVE "DVE"ENT BY BANDESA

YEAR NU"BER (D 000) AVERAGE

1971 13 613 1t7
1972 ~6 1,~97 9~

1973 19 1,7,90 94
1974 39 3,290 I)~

1975 37 3,91" '06
1976 55 8,160 149
1977 29 3,326 115
1978 35 6,632 1S9
1979 20 6,~62 323
1980 20 2,783 139
1981 25 3,633 145
1982 25 1,275 51
1983 33 2,4110 75
198~ 33· ... 5,895 179

::. ''I9B5 55 1,02.B:. 19
1986 132 1,~22 11
1987 78 2,0" 26

TOTAL 664 56,227 85
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A more detailed analysis of BANDESA's cooperative p~rtfolio,

carried out in May 1988, indioates that only 23 peroent at loans
were effectively an time (Table V.14). M.~nwhile, 22 percent had
be.n given tim. ext.naion. to be on time, while 3 peroent ne.ded
both more time and new financing to be on time. Fully 51 percent
were oonsidered to be problem loans, more than halt of whioh were
'IIith~r already being written otf or tn the proo••s of X'.,cov~ry
through legal mean8.

Potential of cooperative. for Win.noing Rural Dev.lopment

Rural areas in Guatemala havo enormous finanoial potential,
in spite of the g~nera1ly low incomes of most families. Rural
Guatemala may have even greater levels of liquidity than rural
aroeas in most other Latin American countries because of the
importance of remittances from family members who work outside 0:
the country, uain1y in the United states. Preliminary data from
4 marketing sludy undertaken for FENACOAC a!filiat~s show that in
some areas liS many alii 40 percent of rural fam1lies reoeive
remittances (Table V.15). Remittances averaged Ql, 598 annually for
the eight a~eas stUdied, and on average 20 percent of families
stUdied received this type of support. To put this in perspective,
average loan sizes for credit rmion members in the same eight
CloDWlunities was 01,918, and 34 .:.~ercent of members currently had
loans.

Small borrowers in rural Guatemala do not have many options
to fi~'!ance productive 3ctivities. This same marketing stUdy
rev.ealed that even credit union members had to resort mostly to
internal finance through savings or to borrowing from informal
lenders to pu~chase farms or to start microbusinesses. Non-credit
union me~ers had virtually no alternatives other than self
generated savings or informal lenders. Almost 70 pe:ccent of credit
union memhers financed their land purchases with personal savings
(56 percent), l~ans from private individuals (6 percent) or other
sources (7 percent). E.ighty-six percent of non-credit union
members financed their land purchases with personal savings (78
percent) or other sources (8 percent) (Table V.16) • Only 10
per~ent of credit union members and non-members financed such
purchases through BANDESA, and virtually none (2 percent) had
access to private bank loans (Table V.17).

Of the forty-five credit union members who had loans for
agriCUltural production, twenty-eight borrowed from credit unions
and only four borrowed from banks. Eleven (24 percent) borrowed
from informal lenders. Of the twenty-six non-members, fourteen (54
percent) borrowed from informal lenders and ten (39 percentj
borrowed from banks (Table V.17) • Even less formal credit is
available outsid,. of credit unions for the start-up of
mic~obusinesses. Of the 62 individuals with loans for the start
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Tabla V.13

RELATIVE PARTICIPATION AND PERFORHANC£ OF C.OOPERATIVE PORTFOLIO WmlJN on~~E9A

TOTAL PORTFOLIO, al-9-99
(Ilillon, of Qu.tzll.l)

o

TO TO TO
COOPS FEDERATION GROUPS

6 11

10 1~

STATUS i9TAL OANDESA LOANS TO COOP
PORTFOLIO 1l0VE"ENT
\

CURRENT 140 10

IN DEFAULT 51 0

TOTAL PORTFOLIO 1'11 26

DEFAULT PERCENT 27 32

S9urce: BANDESA

44 25 25

Table V.14
STATUS OF BANDESA LOANS TO COOPERATIVES, BY PROGRA" FUND, 31-5-1gee

PROGRAll FUND A B C D E NE TOTAL
ON-TIllE EXTEND TI"E HORE TillE LEGAL LOAN LOSSES NOT LOANS

NEW FINANCE PROCEEDINGS WRITTEN OFF INCLUDED

030 1 0 1 0 0 0 2
036 Ie 21 1 14 10 18 ! 82
050 3 1 1 0 0 2 7
204 0 1 0 0 1 0 2
460 2 2 0 4 2 1 11
520 2 7 0 6 10 7 32 tt
630 3 5 2 1 1 4 16
BANe 3 2 0 0 5 1 11 r::;-

BID 10 1 0 2 0 0 13 -
DNA 0 0 0 0 3 3 6 L

COOP 0 It 1 1 0 0 6
FEER 11 I 0 1 0 0 13
FE 0 3 0 1 3 0 7
UC 2 4 1 3 2 0 12
SCleAS 0 1 1 3 1 16 22 i;"

TOTAL LOANS 55 53 e 36 38 S2 242
PERCENT 23 22 3 15 16 21 100 t='

DUTSTANDI~6 BALANCES 3,000 .' 2,727 693 1,112 1,449 1,004 9,985
PERCENT 30 27 7 11 15 10 100

Source: Dilgnostico de 11 Clrter. BANDESA-lloviliento CooperltivG! CONFECODP, INRCODP, BNADESA
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RE"ITTANCEB RECEIVED FRO" FAHILV "E"BERG WoRKINB AND LIVING OUT OF THE RURAL 110"£, OCTOBER 19B9

REOIDN'HUNICIPIo AVERABE REHITTANCEB AV~RAOE LOAN BIZE PERCENT FAHILIEB PERCENT "£I1B :.

RECEIVINB REKITTANCEG RECEIVINB LO

VI SAlCAJA \ 1,207 1,865 38 49
VI HOlOLA '00 655 13 67
VI HAZATENANOO 2,422 2,050 9 21

V TIQUISATE 1,040 902 56 12

"KAT mAN 1,176 2,1'33 22 9

III TECULATP~ 4,210 I,S97 6 59
III ESQUIPULAS 1,356 5,539 20 34

I~ COBAN 275 930 6 20

TOTAL AVERAGE 1,599 1,919 19 34

Source I Richards, 1999
-
-

Table V.l6

SOURCES OF CAPITAL FOR LAND PURCHASE IN RURAL GUATEI1ALA, 1999

SOURCE C.U. "EKBERS NON-KEI1BERS

PERSONAL SAVINGS 30 39

LOANS
COOPERATIVE 11 1
BANDESA 5 5
PRIVATE BANK 1 I
INFO~AL LENDERS 3 2

OTHER 4 2

TOTAL SOURCES 54 50

....
. .

~Durce: Ric~aid5, 1989

AVERAGE LOAN
(Q 000)

I,OB2
1,525
3,625

850
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up of microbusiness, 24 (39 peroent) borrowed from credit unions
and 34 (55 percent) borrowed from informal lenders. The remaining
4 (6.5 percent) borrowed from banks or other cooperatives (Table
V. 17) • Of the 291 microbusinesses included in the study, 75
percent were started exclusively with the personal savings of the
owner.

In rural areas, BANDESA's portfolio for agricultural
production (198 million quetzales) is far greater than the
cooperative movement's (between 26 and 35 million quetzales).
BANDESA's infrastructure for capturing time and savings deposits
is also far greater. In many small rural towns, the BANDESA branch
offices exists solely for the purpose of receiving deposits and is
the only viable formal financial institution that exists. Time and
savings deposit data for BANDESA show that it has mobilized savings
of over 117 million quetzales, 70 percent of which come from rural
branch offices (Table V.18). Time and savings deposits finance 60
perc~nt of BANDESA's loan portfolio.

The "Best 100" cooperatives had mobilized only 9 million
quetzales in member savings, apart from the almost 40 million
quetzales in cember share capital. However, share capital should
not really be considered as voluntary savings since it represents
a claim on future services (e.g., a latent demand for loans).
Nevertheless, the cooperative movement, especially the IIBest 100 11

cooperatives, represents an important contribution to agricultural
lending for small borrowers. What may be even more important,
however, J.s the role cooperatives play in :inancing non
agricultural rural activities, many of which al'~'! productive.
Development specialists have long underestimated the importance of
non-farm productive activities. In the FENACOAC marketing study,
the author actually found more non-farming productive activities
than farming activities. There are virtually no other formal
financial institutions besides cooperatives available in rur'al
areas to finance these non-farm activities.

A strategy for Deepening Rural FinaDcial Xarket. Through
Cooperative.

Guatemala possess from one to two hundred well functioning,
solvent cooperatives in rural areas. These cooperati"·es account
for a sizeable percentage of rural lending by formal financial
intermediaries and have the potential, with the right kind of
support, to reach even greater numbers of small borrowers. This
support must, however, be car.efully crafted and jUdiciously applied
and should be 9iVen only to those who are truly ready and
interested in receiving it. Those who wish to provide effective
assistance will have to distance themselves from the official
cooperative movement, which is not healthy, and focus on those
individual cooperatives within the movement t:hat are healthy. Only
then will the cooperative concept be able to survive and prosper.
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Table V.I?
SOURCES OF LOANS FOR POOR BORROWER'S PRODUCTIVE ACTIVITIES IN RURAL G

SOURCES A9RICULTURAl PRODUCTION KleRD-BUSINESS
START-UP

c.u. ~KBERSNOH·KEnBERS

\
CREDIT UNION 29 0 24

OTHER COOP 2 2 2

BANKS 4 10 2

INFORKAL LENDERS II H 34

TOTAL SOURCES 4S 26 62

Sourcel Richards, 1999

Table V.18
SAYINGS AND TIKE DEPOSITS IN BANDESA, BY REGION, 31-9-1999

SAYINGS ACCOUNTS TInE DEPOSITS TOTAL DEPOSITS
RES IONS NUNDER (Q 0001 NUKBER (II 0001 NUKBER 10 0001

nETROPOLITAN 906 481 570 793 1,476 1,274
Central Office 5,524 23,065 4,760 13,567 10,294 36,632

II NORTE 6,099 5,209 760 1,300 6,859 6,509
III NOR-ORIENTE 11,029 16,0'6 960 1,91't 11,998 17~970

IV SUR-ORIENTE H,609 20,B31 1,090 2,189 15,699 23,020
V CEMTRAL 6,726 7,'18 829 2,423 7,S5~ 9,BItI
VI SUR-OCCIDENTE 7,892 7,429 1,524 2,402 9,'t16 9,831
VII NOR-cJCCIDENTE 3,772 ,. ,630 645 786 ",417 5,416
VIII PETEIl 2,351 1,885 656 1,188 3,007 3,073

TOTAL REGIONES 58,906 87,004 11,794 26,562 70,700 113,566

Sourct: BAHDESA
"
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First, the best cooperatives must be identi~ied on the basis
of several factors. The best cooperatives have a strong
participation base in which the iIlembers share common economic
interests and a desire to work in commcn to advance those
interests. They have a clear focus and are no~ distracted by a
myriad of interesting, but not central, services that often cost
more than they generate in revenue.

One clear example of this in Guatemala is the relativG success
of the fertilizer cooperatives associated with FECOAR. These six
cooperatives are all included within the "Best 100" cooperativas.
The best of these six cooperatives, the "12 de Octubra," does
almost everything right that is necessary in order to have a
healthy institution. The "12 de Octubre" is managed like a
business and actually shows a profit. The "12 de Octubre" feels
its role is to provide a service and provide it well. That service
is the provision of fertilizer and a better quality for a good
price. Although it also provides minimal threshing services and
sales of agricultural inputs, management expresses reservations
about expanding these services. They feel comfortable with what
they are doing -- which is ultimately the best support any
institution can provide to its clients.

Management claims a zero default rate for loans granted during
the four years since the cooperative took drastic actions to
improve its portfolio performance. It has achieved these results
by sticking to the basics and by incorporating an effective,
community based borrower selection and loan repaYment mechanism.
The cooperative formed solidarity groups on a community level that
approve loans to group members and collect paYments, pressuring for
repayment in the case of tardiness. The group does not receive a
new loan if it has not repaid its prior obligation in full. If
someone does not repay, the group pays that person's part and may
then eliminate him from future loans. This mechanism is effective
because the group chooses its own members and approves the loans.
Membors of a rural community are far more capable of evaluating a
member's willingness and ability to repay than is a city based
agronomist or community worker. This mechanism has successfully
been used around the world in microbusiness credit programs which
reach landless rural poor or urban street vendors with no
collateral.

The credit union movement has some of the best cooperatives
in Guatemala. Some of these are even sometimes referred to as
banks. Technicians claimed that two or three of the best credit
unions had actually driven the banking competition out of their
respective t,,')wns. This inpl ies that these credit unions have
understood their nature as financial intermediaries, mobilizing
savings and making loans, putting together net savers with net
borrowers. Most credit unions fail because members wish to be net
borrowers, and the credit union is unwilling to implement the
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policies nece'Jllary to attract the savings of net savers among
member:l, preferring instead to seek external financing through the
inter.,ational cooperative movement or the public sector.

If development institutions wish to strengthen the cooperative
movement then they must jettison those cooperatives that do not
understand the fundamental principles of sound cooperativism.
cooperatives must grow from the ground up and not as a result of
some external offer of free or low cost resources. start up or
bailout funds should be used with extreme caution and only where
succef'JS is virtually guaranteed because of the strength of the
cooperative group and the broad base of participation ~njoyed by
its membership.

Each actorahould stick to fundamentals. Cooperatives are
simply businesses that have been formed to provide services Which,
for specific reasons, have not been provided by individualistic
market forces. Cooperative federations are groups of cooperatives
banded together to lobby on behalf of their members. Cooperative
confederations are groups of federations banded together 'to lobby
on behalf of the entire cooperative sector. Federations and
confederations are essentially ?olitical organizations, not
financial intermediaries. When they are used as financial
intermediaries, they will frequently make distributive choices
about the funds that they manage on political bases and not on
technical merit. Financial intermediaries should be technical
organizations that decide distributive questions on strict
technical merit. There are no independent, technically managed
financial intermediaries in Guatemala for cooperatives.

Organizations, such as INGECOOP, that are created to regulate
cooperatives must have the power and the political support to carry out
their functions effectively. Cooperatives that act as financial
intermediaries by mobilizing savings and making loans cannot be expected
to regulate themselves, as they can be SUbject to the same potential
problems as banks if left unregulated and unsupervised. Nonetheless,
the government institutions that may be assigned the roles of regUlation
and supervision for credit unions and other types of cooperatives have
no particular reason to provide financial services to them. A lender
of last resort function is possible, like that normally carried out by
central banks, but considerable caution must be used not to fall into
the trap of attempting to bailout insolvent financial institutions as
so many central banks have.

Donors Who wish to deepen rural financial markets through the
cooperative movement should realize that infusions of capital into the
movement is not necessa~ily the best alternative. In the first stage,
donors should focus attention on projects designed to modernize the
cooperative sector and strengthen the already strongest among the
cooperatives. Even the relative strongest are typically less well
managed than an average bank or finance company. Once there is a solid
management base, a workable understanding on the part of cooperative
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membership ot basic philosophical and management principles, and
involved and dynamic leadership, then external financing can be
etfeotive. However, such external finanoing should never exceed a
pr.d.termin~d percentage of member oapital and savings in order not to
undermine the basic incflntives that maintain a well-furlotioning group
free of opportunistic behavJ.or.

In summary, the c~operative movement in Guatemala has important
potential for deepening rural financial markets, and this potential can
be effectively supported if donor agenoies focus on the best among those
operating outside of Guatemala City. The process will be medium term
(three to five years) and politically difficult since it will mean
providing minimal support to the most needy. The potential of the most
needy cooperatives to survive is nonetheless so limited that the
resouroes would be completely wasted and Ultimately the best
cooperatives would be dragged down with the mediocre ones. Moreover,
those oooperativel:l that are viable within the cooperative movement
probably represent the only signifioant formal seotor financial option
in rural areas that is; available for many development activities
involving small scale producers.
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CDPTBR VI

IKrORHAL rIHAHCI IN LARQIR RURAL CINTIRS

Introducstion

As a number of studies on informal financial markets have
indicated, informal financial activity in urban areas (Guatemala
City) is well developed and widespread. Whether informal financial
markets have the same importance in rural areas outside the capital
was yet undetermined. Thus this study attempted firstly to
discover whether informal financial markets play the same important
role that they apparently play in urban areas. As to determine
the extent and magnitude of info~al financial markets the
investigation team of this segment of the informal financial
markets assessment sought to find larger informal financial
institutions, i.e. those institutions making relatively large
numbers of transactions (at least 100 per year) and lending
relatively large amounts ( lending in thousands of quetzales). For
these reasons the study concentrated on locating informal financial
institutions in the larger towns and citiem of rural Guatemala
including capitals of departments and representative economic
capitals of certain regions.

Additionally, in an attempt to discover any inter-regional
differences in the degree of informal financial activity and the
modes of operation of informal financial institutions the study
assumed a broader scope by selecting towns and cities from various
different regions and departments of the country. Consequently,
the study investigated informal financial institutions of towns and
cities in four regions of Guatemala: the west, the north, the east,
and the central. From the western region Quezaltenango, Almolonga,
and coatepeque were recognized as representative capitals. In the
North near the Peten, Coban and Salama were studied. The Eastern
portion of the study included Jutiapa, Asuncion-Mita, Jalapa, and
El Progreso. In the central region, in the department of Santa
Rosa, Barbarena, Cuilapa, and Chiquimulilla were visited.

Information was collected through a series of interviews with
both clients and operators of informal financial institutions.
Ggnerally, initial interviews were held with individuals who had
used informal financial services themselves or individuals who had
knowledge of others who had used informal financial services. with
the information obtained during initial interviews, operators of
informal financial institutions were then located and interviewed.
Specifically, among those inter\riewed were marketing agents,
marketing representatives of exporters, farmers, government
workers, professional moneylenders, microentrepreneurs, lawyers,
accountants, and local merchants.

Clients and past clients of informal financial institutions
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rarely hesitated to give information about their transactions with
informal agents. In certain towns, however, arrangements of
interviews with operators of informal financial institutions were
made more difficult a8 some feared the consequences of disclosing
information concerning their operations despite assurances that
there would be no consequences. In many cases, however,
particularly in the eastern region, operators were quite open in
revealing information concerning their operations. Thus the
process of collecting info~ation varied somewhat from region to
region illJ that information from certain areas .:oeflected more the
experiences of clients as opposed to operators. These differences
will be indicated throughout the chapter.

Initial questions posed in interviews were generally open
ended in order to facilitate a non-bias response. Each question
was phrased differently in accordance with the appropriate
situation but essentially the initial question asked, How do
individuals finance themselves when they do not use the services
of formal banks? This question typically produced a lengthy
response explaining all alternatives that existed. Additional
questions were then asked based on prior responses given that asked
for more details in describing the financial transactions.
Additional questions focused specifically on terms and conditions
of loans, techniques employed by lender in client selection and
loan recovery, sources of financing, and factors that contributed
to the attractiveness of the transaction for the client.

Marketing Agents

Coffee constitutes 60 percent of the total annual exports of
Guatemala. Costs of production are relatively substantial. Crops
must be shaded and pruned, fertilizers and chemicals must be
applied and product must be harvested. Consequently, most coffee
producers seek financial services during each planting season. A
significant number of these financial services are provided by
marketing agents. Every marketing agent interviewed offered
informal credit to producers. Financial services provided by
marketing agents are important not only to producers but also to
marketing agents because in providing financial services they
attract more producers to sell to them that provides them with
substantial supply at harvest. For purposes of comparison, this
section will first discuss coffee marketing agents and then
discuss non-coffee marketing agents.

Coffee Marketing Agents. Information concerning marketing
agents in Salama was collected from various individuals who had
worked in government programs and also for BANDESA to finance
producers in Salama. Though they had been involved in formal
finance, they had extensive knOWledge from working closely with
producers of the informal channels of financing that existed for
producers in Salama. Informal financial transactions in Salama
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provide good example. of the flow ot capit.&l trom exporters to
marketing agents to producers that occurs frequently in coffee
produoing sectors of ~uatemala. The flow in!tiatelil when larqe
exporters provide finanoing to independent marketing agents.
Interest rate. on these loans vary between 20 percD ,to; and 24
peroent annually over the total amount of the loan. Loans are paid
back in kind with one payment at the harvest. Amounts of the loans
from .xporters to marketers varied between 20, 000 and 100,000
Quetzales. Independent marketing agents who receive these loans
are predominantly medium to large scale marketing agents most of
whom own processors that process ripe coffee into pergamino.

Exporters determine whether a marketing agent is creditworthy
based upon the history of their working relationship with the
marketing agent. In the majority of cases these working
relationships have been well-established over a number of years.
Knowledge of dependability tounded on an established working
rela'tionship is one form of guarantee for the exporter. In
addition, in cases where loans are larger, exporters demand a title
of property worth at least the value of the loan. In certain
cases, when exporters have virtually no information about a
particular marketing agent who is asking for a large loan exporters
demand titles worth double the amount of the loan.

Marketing agents then lend these funds to medium and small
scale producers at interest rates between 3 percent and 5 percent
compounded monthly over the initial principal of the loan. Loans
are given out in one paYment at the beginning of the planting
season. Cespite the monthly charge loans are not repaid in monthly
installments but are paid back in one paYment in kind at harvest.
Amounts of the loans ranged between 5,000 and 20,000 Quetzales.

Methods of client selection used by marketing agents focus on
what is locally termed confidence which is an alternative way of
stating that marketing agents, because of their pre-established
economic and social relationship with their clients, already have
the vital information necessary to determine whether a client is
worthy of credit. In certain cases, particularly in cases when a
working relationship had not been SUfficiently developed or in
cases when loans involved larger sums, marketing agents would ask
to retain a title to the producer's farm for the duration of the
loan. In some isolated cases, when risk was unusually high because
of lack of sufficien'... information about clients and amounts of
loans were large, marketing agents would require signed blank
checks.

Marketing agents select cli9nts based on information received
during years of buying from the same producers. Interviewees
indicated that if producers are not producing expp.:_.ted quantities
of product perhaps because they have not used the proper
fertilization techniques and have not been applying necessary
chemicals, marketing agents know. In addition, marketing agents
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ar. primarily buyers and .ellers of produot and consequently have
.ubstantial knowledge to draw upon in evaluating the quality and
market value of orop.. Marketing agents a180 gather information
about potential clients by word of mouth. The colleotion of
aocurate information i8 cruoial to the suocess of the informal
lending operation and in many ca.8S marketing agents have already
obtained it through the knowledge they have from being primarily
marketing agents.

In Quezaltenango, the largest oity in the we.torn region of
Guatemala, interviews ooncerning coffee marketing agents were held
with several individuals who had experience in oonduoting financial
transactions with marketing agents or who had relativeR or friends
who had negotiated with marketing agents. The marketing agents
discussed in interviews operate similarly to marketing agents in
other regions, but their lending technique includes one significant
difference. In Quezaltenango, marketing agents provided credit to
producers but with an added component. Similar to those in other
regions, interest rates on loans are 5 percent monthly over the
total amount of the loan but in addition to the interest rate a
pricing mechanism is included. Producers paying back loans in kind
at harvest are obligated to sell their coffee to the buyer who lent
to them at a certain amount of quetzales per quintal below the open
m4rket price for coffee. The pricing mechanism enables marketing
agents to protect themselves from the risk of potential losses due
to coffee price fluctuations by guaranteeing that they receive
coffee at a low price.

The pricing mechanism is put into place by a written contract
which in some cases also inclUdes information concerning the
quarantee for th~ loan, the title of property. In these cases,
lenders would retain the title for the duration of the loan.
Amounts of the loans given to medium scale and some small scale
producers ranged between 10,000 and 50,000 quetzales. Loans are
processed quickly as an application for a large loan is processed
in one day.

Marketing agents are able to lend quickly because their
systems for gathering information on potential clients are
efficient. In most cases information is already obtained because
marketing agents know their clients from buying their product year
after year. Marketing agents thus E\xperience significant economies
of scope in lending to producers because they obtain through their
primary marketing business, information about poten~ial clients
concerning cash flow and other vital borrower characteristics such
as dependability. New clients need references from another
producer who has a history of borrowing from the same agent. Thus
marketing agents in Quezaltenango have fairly developed systems of
risk management with one of the important factors in this system
being the flexible pricing mechanism.

In coatepeque, another western town located closer to the
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ooast than Quezaltenango, interviews wore held with cott••
marketing aqant. who lent to medium and large 80ale produoer••
Interview. were also held with members of BANDESA .taft who had
extensive knowledqe ot the operation. ot marketing agent. in and
near coatepeque. Queations to marketing agent. initially oonoerned
the operationa ot the marketing agenta thema.lvera. Marketing
agents stated that in fact many marketing agents operated in the
same manner that they had.

In Coatepeque, large marketing agent_, tho•• who ••11 directly
to exporters, have developed another meohaniam through whioh to
manage risk. since the beginning ot 1989, certain marketing agents
have been giving loans exclusively in U. S. dollars. Some marketing
agents in coatepeque receive their tunds for lending from exporters
in dollars. Marketing agents must then repay these loans in
dollars. Marketing agents were lending thie money to produoers in
quetzales at the planting season. At harvest when it was time for
the producers to pay back the loans, the fluctuations in the value
of the quetzal against the dollar made it so that marketing agents
had received all repayment tor the loans in quetzales, but when it
walll time to pay the exporters baok tor their loane in do11nrs
marketing agents had fewer quetzales with which to pay back the
exporters. Because of this, many marketing agents experienced
losses from their lending operations. Consequently, tQ prevent
suoh a soenario from oocurring again, marketing agents have stopped
lending in quetzales entirely. Producers borrow in dollars at an
interest rate of 22 percent annually. Loans are paid back in one
payment in kind at harvest. The durations of these loans is on the
average one year. As guarantee, when marketing agents were lending
larger amounts they required a title for land worth at least the
amount of the loan.

In addition to the financial services provided by marketing
agents, some ooffee marketing agents in Coatepeque also offered
another complimentary service where producers could store coffee
in the marketing agents warehouse until they wanted to sell their
product i.e. when market prices were most favorable. Thus there
is flexibility in the repayment schedule in that the producer makes
the decision as to when he will sell his product and pay back his
loan. These services offered by certain marketing agents are an
outgrowth of competition that exists among marketing agents for
supply from producers.

In Barbarena, one of the larger towns in the department of
Santa Rosa, interviews were held with two coffeo marketing agents
both of whom had knowledge of how other marketing agents in
Barbarena operated. Marketing representatives of exporters in
Barbarena finance small producers and other smaller independent
buyers who have the technology to process ripe coffee into
pergamino. They give loans in quetzales at an interest rate of 24
percent annually. Guarantees for marketing representatives is a
otitle of land worth twice the amount of the loan. Marketing agents
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retain the dooument until the loan is fully repaid. Client
.election is based on the intormation marketing repre.entative.
have received trom other well-known clients and trom their own
experienoem with the client during their marketing transaction••

..az-Jcetinq Agent. tor Other orop.. In Jutilllpa, interviews were
conducted with BANDESA otficials, with producers who had borrowed
from marketing agflnts, with long-time individual citizens of
Jutiapa who had substantial knowledge of the finanoial operations
of olients and with a rice marketinq agent who also did some
profe.sional moneylending. In Jutiapa, rice and bean markoting
agents finance amall producers. These marketing agents typically
land small amounts to producers at an interest rate of 10 percent
a month over the total amount of the loan. Marketing agents of
rice lent only amounts which corr••ponded to the amount of rice to
be sold. For example, if a fftrmer had five manzanas he would be
eligible for a loan of no more than 500 quetzales. In lending only
appropriate amounts to clienta lenders increased loan recovery
rates.

To ensure that loans would be repaid, perhaps because small
farmers did not have titled land, this lender used a letra de
cambio which is a common legal document used for many types of
transaotions in Guatemala. The document states the amount of the
loan and the amount of interest to be paid. In most oases, one
letra is made for each payment Which is monthly. To avoid stating
the actual interest rate paid on the loan, which are too high
aocording to the civil commercial code of Guatemala, the amount of
the loan is made larger than it aotually is to compensate for the
lower interest rate that must appear on the letra to make it
legally binding. Those who do not pay back loans transacted
through letras de cambio are to be arrested forty-eight hours after
a breach in the arrangement has occurred, although it is not clear
whether this is actually enforced. Modification of the numbers on
the document to avoid stating the actual rat~ of interest on loans
is a manifestation of regulatory avoidance, testimony that the
regulations in the civil commercial code Which state that interest
rates in civil transactigns may not exceed 6 percent annually are
not being observed and should be considered for change to
facilitate financial activity.

In Almolonga, a town in a valley near Quetzaltenango
recognized by many as home to a large number of non-coffee
marketing agents, there is a significant amount of informal
financial activity. Interviews here were conducted directly with
various marketing agents. The informal financial arrangements they
described involved relatively larger amounts of capital than was
discovered elsewhere.

Informal lenders are primarily prosperous grain truckers with
surplUS capital. The most common loan discussed was for capital
to purchase a truck. The amounts of the loans varied between
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20,000 .nd 80,000 quetzal... The int.rest rate on loans ranged
b.twe.n 3 perc.nt and 5 peraent monthly over the total amount of
the loan and the duration wa. flexible. The guarantee for loans
was a titlQ of pro~.rtv worth the amount ot the loan and in 80me
04'£8e. an amount just below the amount of the loan (if the
!ndividual'. tit1. was 01,•• to the amount of the loan h. would
granted an axaapt10n). In other ca.e.. when lenders knew 'Very
little about clienta or their past credit history the qua~ahtees

wera doubl. the amount. of th" loan. The differtlliioes in the
guarantee. were attributed to the varying degrees of confidence the
1end.r had in the borrower.

In addition t~ providing financial services to fellow
mark-ting ilgants, marketing agent* in Almolonga also provide
financial servic•• to medium saale and small scale producer.. The
interest rate~ on loans to prvducers varied between 3 percent and
5 percent depending on the £amount lent. For amounts more than 5000
quetzals.. the interest rate was 3 percent monthly over the
princ:l.pal of the loan. A loan betweer., 1000 and 5000 quetzales
would have an int6rest rate of 4 percent monthly over the principal
..::t the lo~.n. tf the amount were less than 1000 quetzales the
interest rate would be 5 percent monthly over the principal of the
loan. Interest rates were staggered in such a manner in order to
cover the fixe1 costs of th6 loan.

l.arge producers also finance marketing agents. Loans for
marketing agents from producers were eBpecially frequent in cases
whore marketing agents had exhausted their capital on the purchase
of their vehicle and conseyuently needed loans for working capital
to purchase prnduct. In cert ~in cases, producers wanted their
produce to be transported to El Salvador or Mexico but had no
marketing agent to buy and transport this produce. Thus a producer
would give produce with a guarantee that the agent would bring back
a fixed amount. The amounts of these loans that were made in kind
W8J:G ger. 'J!'ally between 2('10 and 4000 quetzales. In ot:her cases
producers would lend to marketing Agents in cash. The amounts of
loans we~e the same, between 2000 and 5000 quetzales. Interest
rates charged by producers ~er~ 3 percent monthly over the
principal of thA loan. In lending to marketing agents producers
eire guaranteeing the. sale ot their product. Loans between
producers and marketing agents are an outgrowth of the economic
relationship producers have with marketing agents, because both
lenders and borrowers ben&f!t from the transaction.

Input: I',,:~~pli.r.

Beeause of the int\lrust marketing agents have i~. .1igh yields
from tbeir producers, marketing agents in the majority of case~

are ale~ ~ro~ide~s of inputs for their producers. Inputs are sold
on credi~·. to producers under the same conditions as cash loans.
In some cases the vl\lue of the inputs is included in a m1,x,jd loan
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which also include. a cafJh portion. In soml: other cae.s cash loana
are Qiven with the expectation that funds will be u••d tor inputs.
The terms of mixed loans, those whoa. value is the cOmUination ot
inputs sold on credit and cash, are the same as tho•• that apply
to the overall loans. In addition to marketing agent. that tinance
the purchase of inputs, input .tore. finance purohase. of inputs
by ••11ing to medium and (~mall 8cale producers on credit, but they
are not the primary providers at inputs.

In Chiquimulilla, one of the larger towns in the department
of Santa Rosa, employe~8 working at input stores were interviewed.
According to one employee there are six input steres in
chiquimuli1.111 that each dC' approximately 150,000 quetzales of net
sales annually. Input stores offer mostly short-t.erm credit
between 15 and 45 days only to clients whom they have kno"'n for
years through conducting business and consequently have compiled
characteristics conoerning their dependability. No interest is
paid on the loans. The reason given for charging no interest was
~o stimulate sales. Their personal knOWledge of the client and
the type of purcharles the client has made in the past are
information that is useful to the store manager in analyzing
whether the client is worthy of credit. The value of the inputs
sold on credit range between 100 and 2000 quetzales.

Input stores in Coatepeque also sellon credit to small
producers. The duration of repayment on the loans is 15-30 days
and no interest is charged. No physical guarantees or written
documents arA required, but the manager of. the store only gives
credit to those who he knows well. The guarantee in this case
rests entirely on client selectJ.on and the information the lender
has regarding the borrower. The amount of the loans averaged
between 500-800 quetzales.

In Quetzaltenango, input stores offel'ed credit with longer
periods of repayment, up to four months. C,srtain stores demanded
that a physical guarantee, usually an amount of product such as one
quintal of coffee from the prior ha~est worth at least the value
of the loar., be l~ft aG a deposit. The Illtore then charged an
interest '. ~te of 2 percent monthly over thE' total amount of the
purchase. storeowners only created such an ,arrangement if it was
made with a long term patron of the store about whom they had
sufficient info·emation. Input suppliers thus do ofier credit to
producers but only to producers with whom they have oonduc'ted a
SUfficient number of transactions.

In El Progreso marketing agents suppli~~l inputs under a
guarantee that a producer would sell h~s anticipated product to the
agent at harvest I..~t a set lewer price. The price at which
anticipated product would be sold varied between two or five
quetzales below per unit. This type of arrangement most frequently
occurred when in the middle of the growinv ~eason a producer would
be in need of some herbicide but had no 1i&EunS to purchase it. In
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·om. of th... arrangements contraots wera used to guarantee the
sal. ot a certain amount of produot at a certain prioe. Client
••l.ction by the marketing agent is based on the confidence that
the marketing agent has developed in the producer from the previous

rears at making transactions. The important aspect of this loan
• that it is made quickly when the producer needs the loan and not

atter he ne.ds the loan which would b:t"ing great losses to the
producer. By giving producers quick access to c~edit, marketing
agents are not only allowing producers to avert disaster but are
also assistiny their own marketing business by contributing to the
size of their own supply at harvest. Thus common interests hotween
marketing agents and producers result in quick necessary
transactions.

One of the points worth noting with regards to input supplying
in rural Guatemala is that in the vast majority of cases it is one
of the services that marketings agent provide and not a separ.ate,
autonomous operation. Because marketing agents' princip16 concern
is marketing they ~re consequently inclined to provide easy access
to inputs so that their supply at harvest will be greater and their
revenues higher. It is because this provider of inputs is
principally a marketing agent that the incentives to give quick
credit exist. Input supplying thus is, as financial services also
are, a complimentary service provided by marketing agents,
Marketing agents input supplying operations and financial
operations are sustainable bacause they are dictated not by
benevolence but rather by the desire of the marketing agent to
achieve efficiency and profitability in all their operations
combined. This includes covering total costs of all transactions,
being flexible to demands ot his producers so that they may
continue to purchase their supply from their producers, and
maintaining sound techniques of client selection to reduce risk and
losses.

Ron-regulated Pinanoial In8titutions and Individual Honeylenders

In the towns and cities essentially two types of moneylending
operations were identified. One type is the highly formaliz~d,

nun-requlated ~inancial institutions (NFlIs). These types of
operations t:~ually transact a relatively bigh volume of loans,
opert'lte out of Offices, have working staff members and more
freq"ently mobilize deposits from nigher income individuals in
their areas. The second type are tbe traditional individual
moneylenders who typically have smaller portfolios, lend smaller
amounts and operate more frequently in the field, i.e., these
lenders may be seen on the streets or in farming villages seeking
out new clients and collecting from current ones. An important
point to note with regards to both types of operatioh~ is that they
both engage priRarily in the providing of financial services as
compared to marketing agents whose primary ~ctivity is marketing
and whose complimentary activity is financial services.
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From initial working capitaJ tor entrepreneurs to consumer
tinance, NFI. and individual moneylenders provide services tor a
wide spectrum of purpOSQs. Their list of clients includes
microentrepreneurlJ, agricultu'ral producers, government workers, and
medium sized merchants. In lending to a wide speotrum ot the
population, the.~ informal len~~~s make a substantial impact on
their local economies. Their services are typically tast,
convenient, freqlently used and consequently playa vital role in
the economies of rural towns in Guatemala.

In Quezaltenango several operators ot NFIs and their clients
were interviewed. Because of the legal restrictions against them,
NFls are compelled to maintain operations underground. Despite
this it was discovered that they do operate but behind the name of
Oficina de ~ramite, office of transactions. There are a
SUbstantial number of these offices in operation in Quet~altenango.

All institutions visited lent small and large amounts from
200 to 25,000 quetzales. Although these officea had the capacity
to lend large amounts, most of the offices were negotiating a high
volume of smaller loans. Offices appeared to have a significant
degree of activity as the interviews always kept clients waiting.
~hey lent at interest rates of 3, 5, and 10 percent monthly over
the total amount of the loan depending on the size of the loan.
If the loan were less than a thousand quetzales, the interest rate
would be 10 percent monthly over the total amount. If the loan was
between 1000 and 5000 quetzales, then the interest rate would be
5 percent monthly over the total amount of the loan. Loans of more
than 5000 had interest rates of 3 parcent monthly over the total
amount of the loan. The system of differing interest rates was
designed to cover the fixed costs of maintaining a lending
operation, i.e., costs of loan processing, legal counsel and staff.

Guarantees were similar in that they also varied with the
amount of the loan. For loans of less than 1000 quetzale.s, the
quarantee was two checks, one from the borrower and one from a co
signer, each for the total amount of the loan. Guarantee for loans
exc~zding 1000 quetzales was a title to property worth at least the
value of the loan. If there was an ad"led risk because the "'FI was
lending a large amount of money, th( ~equired value of the title
be double the amount of the loan. This aspect of the loan was
contingent upon the level of confidence the lender had in the
borrower. Confidence as stated previously is developed through the
completion of successful transacltions with the lender. Most
lenders if they were not lawyers themselves had close ties to
lawyers as to facilitate the completion of the legal work involved
in the use of real guarantees.

The source of fin~ncing for so~e NFl's was funds accumulated
from depositors. Cepositors rece!ved 2 percent monthly for the use
of their funds. NFl's would th~n take these funds and lena them
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at 3, S, and 10 percent monthlr. In other cases NFl'. would serve
a8 a link between thos. indivlduala in need of capital and those
in need of an investment. In 'chese cases depositors would only
dep08it their money when there was a loan to be made. The
intermediary would then lend the amount to the borrower at 5
percent monthly over the principal of the loan with the money he
had recently received from the investor at 3 percent. The
intermediary WQuld thus earn 2 percent for his efforts as an
intermediary. Individuals who deposited funds into NFl's were
individuals seeking a better. investment than the ones offered by
the formal financial institution~. In other oases managers of
informal institutious stated that they were using their own
capital. The role of informal financial institutions as financial
intermediaries is fairly developed in Quezaltenango

Traditional moneylenders that did not have offices of
transaction in the commercial zones of Quetzalten~ngo existed.
These moneylenders generally operated on the streets, in the
farming villages and out of their homes. Most of these lenders
lent at a 5 percent monthly interest rate. These lenders did not
require real guarantees but instead required a check for the amount
of the loan if the client had successfully completed loans before
and two checks for the amount of the loan if the client was new.
Loans were given mostly to clients about whom lenders had prior
knOWledge because of previous transactions. New clients had to
prove that they had a good credit history by giving references.
If they did not have references lenders might lend to them a small
amount, 1000 quet~ales, to see if they could repay. If they repay
those loans then they will qualify for larger loans and so forth.
One of the important characteristics of this operation is managing
risk without turning away clients because they do not have real
guarantees. The requirements are necessary requirements to control
risk and not restrictive ones that exclude clients from having
access to financial services.

Another lender who also lent at 5 percent monthly over the
total amount of the loan had his own means of charging more for hiG
money by arguing that because the quetzal was going to depreciate
this should be calculated into the loan. This lender calculated
the es,timated future foreign exchange rate into the amount of the
loan before he charged the 5 percent interest rate. For example,
if the client~ wanted a loan of 5000 quetzales and the current
exchange ra'te aqa.inst the U. s. dollar was 2.7 quetzales per dollar,
tr.!en the lender predicted that during the three months that was th-o
duration of thA loan the dollar would increase .3 quetzales. From
this estimate ~he lender then increased the value of the loan from
5000 tv approxim3tely 5500 quetzales. The 5 percent interest a
month over appl:oximately 551)') quetzales was then charged to the
client.

Financial services of informal financial institutions allow
investment by entrepreneurs in Quetzaltenango. One government
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worlcer, who a180 owned a small general store, a meat :market, and
a typewriting school, had purohased typewriters but needed them
modi tied tor Spanish. The ce;,st ot the moditict.tion was 1500
quetzale.. The bank, he stated, would have taken months to give
him a loan it it would give him a loan at all. Through the
services of an intormal lender hili was able to receive finuncinq
nscessary to qat his sohool tunctioning quickly.

MioroentreprenElurs benetit from the servicEI" ot in~~ormal

tinanoial institutions as well. In a small Indian villaqe on the
outskirts of Quetzaltenango an individual wanted a corn processor
to prooess corn into dough to make tortillas. with the processor
he had hoped to start a business selling the douqh to his village.
He had heard that there was one for sale for 800 quetzales. He
needed 500 quetzales to make the transaction. The informal
financial institution lent him 500 quetzales at 2 percent monthly
over the total amount of the loan. He paid back the loan with no
problems and now owns c piece of machinery that serves him and his
community. Now villagers do not spe~'d productive time walkinq to
town to get douqh for tortillas. In supporting microentrepreneurs,
informal financial institutions give opportunities that without
them would not exist.

Informal financial activity was more difficult to encounter
in Caban, but some operations similar to the ones discovered in
Quetzaltenanqo were found. Informal lendinq operations could be
found in some oficinas de tramite. One Client, a manaqer of a
r~1atively larqe stQre in Coban, used the services of one of the&e
ofi~ices to pay medicine suppliers for a pharmacy whi.ch was also
owned by the store. In this case 10,000 quetzales was borrowed at
7 percent interest monthly over the principal of the loan. All of
the interest was paid in advance. The effective rate is thu.s
higher than 7 percent because the borrower only received 9,300
quetzales at the beqinninq of the transaction and the interest rate
was charged over 10,000 quetzales. Clients were also obliqated to
pay all leqal fees associated with the transaction.

The guarantee used in the transaction was two checks for the
total amount of the loan which were post-dated to the date that the
final payment was to be made. Thouqh che~ks were used for this
transaction, this lender more commonly used titles of property as
guarantee. The title was required to be legally sold to the lender
with a sale and repurchase agreement document before a lawyer. The
title is legally registered in the name of the lender. After the
loan was recovered then legal arrangements would be made to place
ownership back in the hands of the borrow<gr. Most of the cl.ients
of this lender were not large stores in need of funds to OV11rcome
cash-flow problems but rather we~e medium and small scale produc~rs

of coffee, cardamon, and livest,.,':k whose farms were located north
of Coban. Loans were made at 10 percerlt monthly over the principal
of the loan. Amounts of loans made to producers ranged between
10,000 quetzales and 50,000 ~letzales. Further information
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regarding the souro.. of financing was never discovered as this
lender successfully evaded the inv.stigation team.

other smaller 80a1e lenclers could be found in anc1 noar Coban
that lend to varioua individuals amounts between 2000 and 500
quet2al•• at 10 percent monthly over the total amount ot the loan.
Guaraptaes for loans were largely baaed on personal knowledge the
lender had of the borrower. If a lender did not know a cliRnt he
would rar.ely lend to him. It hG knew the client personally, for
example, it they had grown up in the same village, then the
confidence level was higher and this would facilitate a
transaotion. Sources ot tinancing were provided by savings
deposits. Some lenders were offering 10 percent monthly to
investors for amounts between 5000 and 10,000 quetzales. These
type of savings and lending operation~ also existed in outlying
Indian villages.

Informal financial institutions in Jutiapa provide an example
of the potential for more savings and lending institutions in rural
areas. Individuals in Jutiapa -- mainly lawyers, accountants, and
prosperous businessmen -- seek better saving opportunities than
those offered by formal financial institutions. They invest in the
informal financial market through lending their money to individual
moneylenders at 2.5 percent to 3 percent monthly over the principal
of the loan. The rates of interest they receive in the informal
market are considerably more attractive than the formal interest
rates. The quarantoe on these investments for the investor is his
knowledge of the individual moneylender au well as a real
guarantee, a Ititle to the moneylender' S propert~.,r, The value of the
property must exceed the value of the loan.

Individual moneylenders then lend the funds acquired at 2.5
and 3 percent at 5 pfflrc~nt mo~tnly to indivi~uals in their
immediate areas, includin~ producers. If moneylenders do not have
sufficient knowledge of ~ Client, guarantee is a title of property
worth the value of the loan. In some ~,:t'rangements, if moneylenders
have no information regarding a client they will demand that the
title be worth double the amount of the loan. Individual
moneylenders act as financial intermediaries between those seeking
~ore attractive savinq mechanisms and those seeking access to
credit. Informal financial institutions, in addition to providinq
financial services to many who otherwise would not have them, are
also significant for their prevention of capital flight. Through
informal financial arrangements, hiqh income individuals in Jutiapa
maintain their capital in Jutiapa which ultim,.tely c:ontribu+:~s to
the local economy.

Informal financial services provided by the funds acquired
through savinqs deposits contribute to the overall development r~

Jutiapa, particularly throuqh their impact on microenterprise
finance. An aspiring en':crepreneur who wanted to build three carts
to be used by locals to transport goods, often agricultural
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produoe, to and trom the markett>lace and begin a cart rental
s ..rvice went to an informal finanoial sourca and borrowed 1000
quetzal.. at f5 peroent monthly over the prinoipal ot the loan that
was to be paid in ten payment. of 150 quetzale.. The entrepreneur
built hi. three cart., r8nted each one out tor 5 quetzal•• a day
and brought in 15 quetzal.. a day. He paid baok the loan and
oontinue. to manage hi. mioroenterpri... In this manner, informal
lenders are an impor'-" -'I'\t .ouroe ot as.istanoe tor
microentrepr.neur* in Jutit

In Jalapa, a town in the QAmtern region of Guatemala, various
operator. of NFl's were located and interviewed. The.e operators
were very open in int_rviews. NFl's are an irtegral oomponent of
the local economy. Thes. informal financial operations have
impressive portfolios with large numbers ot clients and large
amounts of capital and are managed mostly by local merohants and
attorneys. It is important to note that these individuals are
highly respected members of the community, father-like figures to
the community known and greeted by seQmingly every individual in
their part of town. In some cases they are asked to be godfathers
of their clients' children although they have no pernonal
relationship other than the one created by their transactions.
The prestige they have in their community emanates from their
providing of financial services when clients are in dire need of
funds for medical emergencies or other unexpected traumatic
occurrences. Managers of these operations will often lower the
interest rate on loans made for medical emergencies.

Loans made by NFl's varied between 2000 and 40,000 quetzales~

cert:ain lenders focused on smaller loans and others on larger
loans. One NFl that lent between 2000 and 15,000 quetzales had
approximately 121 current clients and had approximately 250,000
quetz~les out in loans. Interest rates charged on loans were 5
percent monthly over the principal ~f the loan unless the loan
invo1v'ed a medical emergency in whiCl:. case interest rates were
lower~d to 2 percent monthly.

This partirular lender used co-signers as qua 'antees for all
loans. Co-signers must write a check equal to th~ amount of the
loan. If borrowers do not repay the loan, then the check is
deposited in the lender's account. Client selection was based upon
the prior information the lender had received about the client from
years of living in the same community. The duration of loan
processing was usually one day. The longest a client would wait
for a response was three days. Efficiency in loan processing is
one attractive feature of informal financial services.

Other lenders particularly ones lending larger amount~ use
real quarantees. Another lender, a businessman, who specialized
in lending amounts between 5000 and 40,000 quetzales used real
guarantees. The title of property u~ad as guarantee was required
to be worth at least the value of the loan. This property w~s
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regiatared by a lawyer in 'the name ot the lender. This lender had
approximately !500,000 quetzales currently out in loans to 715
clients. Inter••t rat•• on loans were 4 perc.nt monthly over the
total amount ot the loan. Loan. were proce.sed quickly, as the
lender was capable ot lending 40,000 quetzales in as tast aa two
hours it the borrowers brought the right papera. Rapid loan
processing occurs because client selection is ettioient. Client
selection essentially ralie. on the personal knowledge ot borrowers
Which may be obtained trom other clients with good oredit
historie.. The source of capital tor lending was his own funds
whioh he had obtained trom his busines8 and his prior tinancial
transactions.

The volume ot services provided by intormal finanoial sources
,in Jalapa is extensive. Though no accurate assessment without more
comprehensive stUdy can be made with regards to the actual volume
of these services, it may be stated that their services make a
signiticant impact on their community. After a preliminary
investigation it beoame apparent that without these services many
individuals, particularly owners of small and medium enterprises,
would encounter extreme diffiCUlty initiating and maintaining their
businesses. Not only do informal services provide financing for
inventories of enterprises, but they also provide consumer finance
to many individuals that are potential customers. Theae informal
financial inatitutions located in the offices of attorneys and
busiLesses are for many individuals in Jalapa the primary source
of financing.

Rotating Savings and Credit Associations (ROSCAs)

ROSCAs, known more commonly in Guatemala as "cuchuvales", are
common arranqements found throughout Guatemala. ParticiparJts
include teachers, employees of government agencies, and employees
of medium and large enterpriBes. Most cuchuvales operate in a
system wherein each member deposits a predetermined amount each
month and in a predetermined month they are qiven the total amount
deposited by that group for that. month. The monthly fund is
allocated to members on the basis of the time that they have
participated in the cuchuvale. In many cuchuvales, upon entering
each mel.'1ber must sign a fO:l:1I1al act which states how much each
monthly payment will be and also to whom the funds will be
allocated each 11l0nth. If there is a necessity to change the
rotation, perhaps because of some type of emergency, the decision
to change the rotation must be approved by the group. CUchuvales
were known and discussed in interviews in Quetzaltenango, Coban,
Jalapa, which suggests that cuchuvales among professionals are most
likely widespread. Although the amounts involved in them may
sometimes not be large, their existence sugqests a demand for
liquidity management.
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Regional Ditfereno••

Ess,mtially, there were three levels of informal finance in
the study. In the Eastern region in the cities of Jutiapa and
Jalapa informal finance app8are~ to be quite wideapread. In these
towns moneylenders and operators of non-regulated financial
institutions were very open about their aotivities. Informal
financial institutions were easily located. citizens of these
towml respected 1nformal financial agent. beoause they provided
many important fi,nancial services to the oommunity. Informal
financial institutions appeared to be more astablished. For these
reasons, if the possibility of linking formal financial
institutions to informal financial institutions is pursued, then
this region should be investigated as a prospective location for
the initiation of such an undertaking.

In Coban, perhaps because of the conflict in tho area or
because of its distance to the capital, informal financial activity
took a different shape. First, informal financial agents seemed
to be more scarce. When the investigative team interviewed
in~ividuals in Coban, five of the interviewees, each of whom had
different occupations and incomes, spoke of one moneylender who
operated out of her home. In all other regions rarely was t.he Bame
lender mentioned more than once, suggesting that therCII were a
larger number of lenders and NFl' s in those regions. Also informal
financial agents were more apprehensive about discussing their
transactions. When the team arrived to be granted its pre
scheduled interview, the one moneylender that had been continually
discussed in interviews was nowhere to be found. Fear of
interference appeared to be great'9r in Coban, for informal
financial institutions were more clandestine in their operations.
In addition, interest rates chargee.' on loans in Coban welre
considerably higher than in any other r~gion of the country as all
moneylenders were charging in most cases 10 percent monthly over
the principal of the loan. Reasons for higher interest rates could
be the distance to Guatemala city that could make capital more
scarce and consequently more expensive~ In addition there could
be higher risks involved in operating in an area with more
conflict.

The western region appeared to be in between the two other
regions in terms of volume of informal financial activity.
Quetzaltenango appeared to be more similar to Jutiapa and Jalapa
than to Caban. Loans being transacted on the whole by NFl' s
appeared to be smaller than the ones being given by the·NFI's in
Jalapa and Jutiapa, but the volume of activity was equal to that
of Jalapa and Jutiapa. The differences between informal financial
transactions between the eastern region and the western region are
significantly less pronounced than the differences between Coban
and the other two regions.
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OODoluaioD.

There are thr••••••ntial points concerning informal financial
markets in rural Guatemala. First, it i8 evident tr.om the atudy
that ind.ed informal financial markets are wid.spread in rural
areas. The ab••nce of formal tinancial in.titution8 in certain
areas doe. not necessarily indioate that no financial services are
demanded in the area. Financial services are instead supplied by
intormal financial institutions. These servioes are provided by
agents who, in the case of marketing agents and input 8uppliers,
are not primarily engaged in financial transactions. There are
also, however, non-regulated finanoial institutions and individual
moneylenders located in the larger cities and towns whose primary
activity is finanoial.

Second, one of the most notable features of informal financial
institutions in rural, areas is their ability to remain in operation
serving the financial needs of producers, microentrepreneurs,
consumers, and other individuals despite the fact that they are
oparating in unstable environments influenced by fluctuations in
prices, rates of inflation and exchange rates. Several importmnt
characteristics and techniques contribute to this viability, and
consequently there are many lessons to be learned by formal
financial institutions and characteristics to be acquired from
informal financial agents with regards to the providing of services
in rural areas.

Informal financial markets with their pervasive ability to
emerge wherever demand for finane.ial services exists serve in
providing valuable information regarding the management of self
SUfficiency and viability in all financial institutions. Several
charac-ceristies of informal financial institutions ,illustrate this.
Informal financial institutions are flexible in designing effective
risk management systems. Informal institutions make necessary
policy changes even when the changes are immediate. For example,
when it became evident that the Quetzal might begin to fall sharply
against the u.s. dollar, certain marketing agents in coatepeque
took action to protect themselves by stating that all future loans
would be made in dollars. The important aspe~:t of this is that
marketing agents took immediate action to protect themS0lves
against losses. othel,' marketing agents protected themGelves
through guaranteeing that product would be sold to them by their
borrowers at lower prices. other manifestations of flexibility in
riSk management may also be seen in the operations of professional
money lenders in Quetzaltenangc who had three interest rates (3,
5, and 10 percent) for different size loans. Thus part of informal
financial institutions' ability to remain viable is due to the
freedom which they have and util ize to adjust the terms and
cond!ti~~.~ of their loans to the situationa they confront.

In addition, interest rates charged by informal financial
institutions always r~flect the total costs of operations. This
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i. particularly important in the ca... of markoting agents bocaus.
in addition to the financial coat. there are a180 tranaportation
coata in taking the product to the market, and in a country with
the topography of Quatemala tranaportation can ba risky and coat1y.
With reapect to the claim that intereat rate. oharged by marketing
agents are *xc•••ive, when implied transportation coats ara
oon.idered intereat rate. do not appear to be ao high.

Informal financial institution. also demon.trate flexibility
in catering to the need. of their olient.. Producer. may pay back
loans to marJcetinq agent. in kind. certain marketing agents allow
them to aave their product in their warehouse. until mark~t price.
are favorable. Moat importantly, informal financial .ervice. ara
typioa11y fast, timely, and oonvenient. on numftrou. ocoaaions
throughout the study one would hear iteration. ooncerning the
tremendous delays experienced when dealing with formal financial
institutions. At least six weak. and aometim•• six month. to a
year were the most oommon statement. given with regard. to thea
duration of loan prooessing at formal financial institutions.

Timely finanoial services provided by informal financial
institutions are extremely valuable to olients. Timely acoess to
credit is always important for entreprenel,rs who might have a
temporary cash flow prQblem but see an opportunity to purohase an
item or product. at a low price, but in an agriCUlturally dominant
economy timeliness is even more crucial. If a produoer does not
have enough inputs during tne oorrect planting season he will not
m4ximize the returns from his land. If inseots suddenly are
threatening to ruin a producers crops and inseotioide is needed
immediately but there are no funds to purchase inseotioide a
produoer may £2sk th6 ~~rvioes of an informal lender. If it is the
harvest and a proa.ucer disoovers that he does not have suffioient
funds to pay wor:!ters 1eo har'i'I:)st his product at the appropriate
time, he will also seek the timely services of informal lenders.
In these oases ~na Many others, timely aooess to oredit provided
by informal ftnanoial institutions proves to be indispensable to
many individuals in rural dreas of Guatemala.

Despite fast loan processing, loan reoovery in informal
finanoia1 institutions appeared to be high. When asked, informal
finanoial agents stated that they had never had loan reoovery
problems. High loan reoovery is due in part to excellent olient
selection that is based on informal lender,; abi~ i ty to obtain
aoourate information ~bout potential borrowers. :nformation
obtained is time and cost efficient because, in most oases,
informal lenders, espeoially if they are marketing agents, already
have valuable information about olients oash-flow and dependability
from prior transactions with the pot$ntial Q.lien~s. Informal
lenders also obtain information from living in ~ne same oommunities
as their borrowers where they oonsequently learn muoh about their
olients through word of mouth. Informal lenders also obtain
information about potential olients from their ourrent olients.

89



--
Thull it ill tho valuable .S14t ot intormation that informal londora
are ab18 to obtain etticiently whioh contributes to tho maintenance
ot hi;h loan recovery rate••

Though a mora comprehenaivo study would bo r4quired to
determine their actual impaot, tinancial .erviocla provided by
intormal tinancial institution. clearly have a ai;nitioant impact
on their re.peative communitie.. Wi~h the financial servic.a they
provide mioroentrapren.ura in amall Indian villa;.. can r.alize
their opportunitiea and .ub••qu.ntly provide a .ervioe to a whole
villa;.. Small and m.dium IIcale producers can maximize theil"
output by having timely acce.. to credit. In certain ArCUUll,
particularly 1n the e.atern region, high income individuala have
a tinancial inatitution where they can save and receive higher

rieldS tor the .ervices at their capital while at the aam. time
nveat in their own oommunit~· .s opposed to oontributing to capital

flight. If formal institution. could learn from informal
institution", adopt some at the moro valuable charftoteristic8 of
their operations, and create links with appropriate informal
institution. perhaps they also could as.. imt in increasing tho
highly demanded supply of financial .ervice. in rural area.. of
Guatemala. Additionally, legal measure. to enhance and promote,
as opposed to measures that suppress the activities of informal
tinancial agents in rural areas, could be taken to assist in the
development and expansi~n ot financial sorvices in rural area. of
Guatemala.

The third point concerns the p08sibility of future assistance
to informal financial institutions in rural areas. Providing more
financial services to marketing agents would make rural financial
markets more compet1.tive as there would be more choices for the
producer. In andition, increasing access to funds for marketing
agAnts would allow financial servic.s to reach individuals who
otherwise would not be reached by formal financial institutions.
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ORA"I. VII

XwrORKAL .XMa.OI AT TaB VILLAal LIVIL

%fttro4uotioD

This ohapter summarize. d.ta oolleoted during a month-long
study of informal finanoial oontraots and markets involvinq small
.oa1. agricultural produoer. in Quatemala. The report ia ba••d on
4ireot interviews with oultivators in five provino8s
(wartomlntgl) r.epros,ntative of four broad 800io-oool09.1.081
rijlon., trie highlands, the bgQO gOlta, the southern or paoifio
coast, and Ea.tern Quatemala n.ar th. Salvadoran border. Th.s.
regions were inve.tigated in varying cleqr••a, with the highJ.ands
r •••arohed moat thoroughly, and the bgcA go.to the leaat.

Methodologioally, the unit ot analysill WlUI usually the village
(aldaa, canton, oas.rio, finoa, (non-oommeroial) paraj.,
••entamiento, polo de de.arollo, eto.). Approximately one hundred
village. wer.e oovered. The study relied primarily on .truotured
interviews, ~onducted with oultivators who were both knOWledgeable
about eoonomic life of their own and nearby communities and who
were also willing to spoak forthrightly.

Thes. informants oon.h,ted of agrioultural ministry (DIGESA
and DIGISEPE), guide. and representatives, "integrated development"
aotivists, labor oontractors; moneylenders, and other personal
contacts. Ir.i. ~.;.:':ii tion, information was obtained from aqricultural
ministry oftiatals and local independent aqronomists.

Within the flexibility affDrded by circumstances, villages
were chosen for diversity. The stUdy covered as many variable. as
possible regarding: technologies (bullocks or lack thereof,
irrigation, tractors, HYV ceeds), crops (maize and beans, Wheat,
plantain, coffee, panel (semi-refined sugar cane), cattle, (very
little), vegetable., fruits, non-traditional crops, and t~nancy

arrangements (attached laborers, sharecroppers, renters, communal
holdings, ~nd independent producers).

Data were collected for all variables concerning input and
output markets, tenancy and distribution of land, production costs
and productivity, income Bources and sizes, consumption items, and
al~ aspects of credit markets and transactions in cash or in kind
(amounts, term structure, purpose, interest rates, collateral
requirements, arrears, defaUlt, and foreclosures). The purpose of
this chapter is to provide a summary of both the broad1y
discernible patterns and points of interest regarding finance and
credit among the small producers in th~ villages stUdied.

Interlinked 'Credit. TenaDcy-tied
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Bighlan48. Tenancy in the marginal highland province
(gepartamento) of focus consists primarily of small scale
independent sub-subsistence basic grain producers, attached
subsistence producers on large scale "non-productive" farms
(co10nos), and landless peasants, with all groups mic;p:ating in
large numbers to work in the commercial export crop harvests on
the southern coast and "boca costa." Land rental is nQt as common
as in Eastern Guatemala, where landlessness is much more
predominant. Attached producers seem never to borrow from their
landlords, and tenancy-tied arrangements appear limited to a few
pockets of share cropping communities. In this l.oegard, it is
interesting to note that the only district ("municipio")
predom~nated by sharecropping is an isolated frontier area
colonized by Ladinos.

While the producers in the approximately twenty villages
examined in this distric.t tend in general to incur cash
indebtedness regularly, tenancy-linked debt contracts are not the
norm. Some villages consisting entirely of sharecroppers reported
no loans from patron landlords.

Sharecropper-borrowers in this di~trict can be broken down
into roughly two groups: a large group of subsistence producers
who are also usually migrant laborers, and a smaller group of small
scale "commercial" sharecroppers, who hire day laborers to work the
land and sell their half of the product (corn) to wholesalers.
These latter may also double as labor contractors or work in the
towns as carpenters.

The former group will tend to borrow up to 1000-ZOOO Quetzales
for Which some type of formal document and collateral is required.
The landlord covers half of fertilizer expenses and recovers either
5 percent or 10 percent over approximate.ly six months depending OD
locale. In one case, the interest rate was 8 percent for those
with flawless credit histories and 10 percent for those with
histories of arrears. These "sharecropping capitalists," in turn,
were likely to make small scale in kind no interest loans of corn
to get their workers (usually landless peasants not fortunate
enough to find land to sharecrop) through the harvest period.

The latter group tended to borrow &llout 50-200 Quetzales,
primarily for fertilizer costs, of Which the landlord also covers
half. While these loans are also generally for the same six month
period, they are frequently rolled over if the harvest does not
meet subsistence needs and are paid upon retuJ~n from migratory
l'.arvest work, with the interest incurred durinc:r that time being
added to the principal.

Sharecroppers with homes on landlords' pro]~erty rarely u~ed

them as collateral, but instead incurred the implicit threat,
rarely executed, of foreclosure on their." share of the harvest,
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which tended to be of greater value than their homes anyway. This
group was more likely to pay only 5 percent monthly interest. In
addition to rendering half of their harvent, these producers are
also generally obligated to perform some additional day labor for
their landlord at wage rates 1/5 to 1/4 below the prevailing rate.

Ba.tern Guatemala. The eastern province of focus is
characterized by landlessness and subsequently by a wide array of
rental and sharecropping arrangements. Only the most technically
advanced and most commercial of districts, however, is
characterized by tenancy-tied credit arrangements. As in the
highlands, credit interlinkage here arises principally in share
contracts, but more frequently between landlords and commercial
renters.

Unlike the highlands, however, interlinked loans are made for
large-scale, highly-technified, non-traditional commercial crop
production. These loans derive originally from one of the few big
export houses which make cash and in-kind loans to the landowners
for inputs, who in turn lend at relatively low interest rates to
sharecropper-capitalists who hire a year round wage labor force and
manage the commercial operation.

In addition, the landowner usually provides use of tractors
and covers half the costs of fertilizer, but not pesticides.
Unfortunately, more detailed data could not be obtained regarding
precise contract terms and repaYment. In general, however, the
entire product is sold to the same buyer, the export house, and
cannot easily be sold anywhere else, thus enhancing substantially
the landowner's ability to monitor borrower behavior. There seem
to be no cases of sharecropper-borrowers absconding, and it would
appear that the threat of non-renewal serves share as the principal
collateral substitute.

InterliDke4 Credits Labor-tied

Higblands. The study of marginal highland communities reveals
that a once extremely bUsy market in labor-tied credit has almost
totally dried up over the last decade. Peak demand for harvest
labor on the cotton, cane, and coffee estates on the boca costa and
southern coast frequently stretches or e~~ceeds available supply,
which is comprised largely of sub-subsistence indigenous producers
from the highland region. Labor contractors, working for or on
behalf of plantation owners, traditionally sought to overcome this
uncertainty, which is compounded by the seasonal variations in the
timing of harvests. They offer -::ash advances to migrants in return
for guarantees to work on a designated estate at the terms
stipUlated in a verbal contract. In the past, this advance might
have ranged from 50 - 300 Quetzales dispersed several months prior
to the harvest with interest and principal discounted (along with
food costs) from the workers' paYments.
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A rough estimate is that in the late 1970s, approximately 85
percent of independent' contracted workers received advances of
this kind. Today, roughly 5 to 10 percent receive these advances.
This study discovered very few villages where migrants had recently
received such large advances made so long in advance. Everywhere
it is said that, although substantial contractor cash advances were
common in the past, they no longer are.

Depending on the village or community , a small percentage
(approximately 20 percent) of migrant workers may receive an
interest-free advance of up to 15 Quetzales within one week or upon
the same day of departure for the harvest. One municipal level
agricultural ministry official reported that in some remote (i.e.
inaccessible) indigenous communities, the practice of labor-tying
advances has persisted in a transformed way. Now, he said, a
reduced number of contractees (approximately 15 percent) who enjoy
th0 contractor's special confidence, receive advances larger than
those previously dispersed, ranging up to 500 Quetzales, and
sometimes renewed over the course of the year.

One knowledgeable non-governmental cooperative/peasant
movement organizer also indicated that year-long contractor loans
were common in some highland areas. Nonetheless, the present
investigation encountered no independent confirmation of this by
anyone with direct and reliable knowledge o~ their own or nearby
villages.

At the micro level, reasons for the collapse of the advance
market are fairly clear: default and noncompliance by contractees.
Sometime between 1977 and 1983, many contractees began failing to
show up for work at their designated plantations, or quitting the
harvest prior to the stipUlated date, and 'then refusing to pay back
the advances received. AlSO, many migrant workers contracted with
two or more contractors simultaneously. Estimates of noncompliance
range between 10 pe~cent and 25 percent. Although most of the
loans were eventually recovered by the contractors through recourse
to the courts, excessive enforcement costs (payments to jUdges and
municipal officials) caJll.e to exceed the commission benefits derived
from attracting contractees with cash advances. Contractors
essentially ended the practice of labor-tied cash advances.
Lending t~ migrants simply became too hazardous, even though the
contractor has direct access to the borrowers' income stream
through the plantation payrolls.

1 Attached laborers, colonos on non-commercial estates, are
obliged to migrate to one of their landlord's commercial estat~s

and work a stipUlated time at below-market wages in order to
maintain their cultivation J:ights.
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Informants offer three basic explanations for the collapse of
the advance market. First, some argue that the increase in default
was due to inflation in the early 1980s. The apparent rationale
here is that ~he implicitly-lower interest rates induced
individuals to borrow beyond their ability to repay. This is not
a particularly convincing explanation.

The second explanation focuses on the political situation
during the period in question. On one hand, the no-shows, quits,
multiple creditors, and default are said to have represented
something of a conscious political or labor action on the part of
the migratory work force~ Such action was likened to a strike or
concerted debtor action which corresponded to general guerrilla
and peasant-movement efforts to interfere with the labor flow and
other aspects of the agro-export harvests.

On the other hand, the perlod in question is precisely when
government repression in the highlands was at its fiercest. Many
people could not pay because they had either been murdered2 or had
sought refuge o,,-tside the country. Likewise, safety risks are said
to have inhibited overall mobility of highland peoples at this
time.

Another explanation is that delinquent workers were simply
responding to noncompliance by contractors with respect to
availability and remuneration of employment opportunities.
Contractors apparently began to indicate that work was available
when in fact it was not, or shipped workers to coffee plantations
for piece work where the unpicked product was sparse or poorly
cared for. This was explained as the result of unscrupulous
business practices, rather than by uncertain agricultural or labor
market conditions. That is to say, contractors were making
promises on Which they knnw they could not deliver. Given that
many contractors borrow their seed money from either landowners or
money lenders, it could be hypothesized that inflation-induced
reductions in implicit interest rates encouraged reckless behavior
among contractors.

A more definitive explanation would require detailed
historical study of contractor-borrowing behavior, contractor
landowner relations, and of labor market, agricultural and
political conditions during the turbulent period in question.
Although labor contracting is not absent from either the southern
coast or eastern Guatemala, substantial cash advances do not appear
to be either historical.ly or currently very relevant in either

2 Contractors did attempt to take widows and surviving kin to
court to collect the defaulted advances, but only had legal grounds
to do so when the couple was formally married. Since common law
marriage is the highland norm, few such collection efforts proved
successful.

9S

I



region. Peasants live close to the plantations and nee~ not be
"tied" in the same way as those travellinq from the north.
However, the one report of a departure day cash advance on the
southern coast indicated that it was much larqer (25-50 Quetzales)
than that received by northern miqrants.

Cr.di~ Tied ~o Kark.~iDg and Inputs

The study revealed two common varieties of marketinq
aqent/small producer credit relations. One is the relationship
between non-traditional export crop producers on contract with one
of the (four of five) commercial export houses, such as ALCOSA and
VERDUFREX. The other is the relationship between small coffee
producers to input (fertilizer) distributors, who are also
frequently themselves either larqe-scale coffee producers or
wholesalers.

Coffe.. The latter arranqement seems to characterize
virtually all the areas where coffee is grown in small scale,
usually interspersed amonq larger plantations in the coffee
producing regions, particularly in the areas surrounding Lake
Atitlan, in the boca costa, and scattered throughout the eastern
part of the country near the Salvadoran border.

Typically, these transactions involve no cash. The fertilizer
is provided as credit in kind at a stipulated price and repaid with
interest after the harvest with the coffee valued at the qoing
mar.ket price. In the boca costa, the going interest rate on these
input loans is 15 percent per month. Accordinq to information
received, harvest values are often insufficient to payoff the
entire debt incurred. In this case, marketinq agents may allow
producers to rollover up to half of the past year's debt, adding
the unpaid half to the principal, to be repaid with interest the
followinq season. This leads to distress land sales on an ann'lal
basis.

In the villages studied most closely, approximately 20 percent
of the families have had to relinquish all of their land holdings
over the past ten to twelve years. Distress sQles are usually made
to members of the same community and have resulted in
differentiation

3
and in substantial accumulation of land by those

more fortunate.

Coffee wholesalers are the only source of in-kind fertilizer
credit, and in most communities, their number is limited to two or
three representatives from surrounding plantations. This may allow

3 Incidentally, the custom in this reqion is for producers to
own their coffee land and rent the land used to meet subsistence
needs.
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an exercise of market power. Small producers unwilling to incur
debt and the risk of land alienation simply choose not to use
fertilizer, which results in substantially lower yields. This
number has grown over time to include up to 35 percent of producers
in some villages. Although they were not studied directly, small
scale commercial vegetable growers in the same region reportedly
engage in similar credit arrangements with input supplier
wholesalers.

In Eastern Guatemala, interest rates for small-scale coffee
producers are much lower, hovering around 24 percent annually.
There it is more ~ommon for export agents, rather than large
producers, to provide the in-kind credit. Unlike the boca costa,
these agents do not provide extensions to debtors in arrears and
terminate future transactions after the first failure to pay up.
When refused credit by exporters, producers turn to intermediaries,
who charge slightly higher interest rates (up to 30 percent
annually) and who sell the purchased product, in turn, to the
exporters. This arrangement has also led to distress sales.
Almost all of the landless families in the eastern coffee community
study (about 10 percent) have lost their land in order to payoff
their coffee debts.

Hon-Traditiona1 Crops. The major commercial export houses
are involved country-wide in providing interest-free and/or free
inputs (and some technical assistance, often in connection with
irrigation projects), to farmers who contract collectively to sell
their harvests of broccoli, brussel sprouts, and other non
traditional and export crops. USAID, of course, has been very
involved in promoting these crops, and is therefore familiar with
their contractual details.

This study revealed difficulties and much dissatisfaction with
these operations in all but one village -- of contract tobacco
farmers on the southern coast. The pattern which emerged was
basically one of success in the first year or two of operation.
This tended to be followed by problems of noncompliance by the
companies in the subsequent years. Farmers oftfm responded to
noncompliance by switching companies, only to encounter similar
noncompliance problems. Frequently, disgruntled contract farmers
either terminated or reduced their participation in any
relationship with the export firms in question.

There were basically two major complaints voiced by
technicians, producers, and municipal-level agricultural officials.
One problem pertains to the percentage of harvest purchased by the
export companies. In addition to the product rejected as
stipulated in the contract (at t.he collection center at the time
of the harvest), the companies rejected, and therefore refused to
pay for, additional quantities of product deemed unsuitable after
the harvest had been taken from the farm. Also, the companies
delayed (at times up to sevgral months) far longer in paying for
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the product than stipulated in the contract, amounting in essence
to interest-free in-kind credit granted by the producers to the
company.

In addition, there were reports of poor coordination and
communication between farmers and collection trucks, which
sometimes arrived too late for the perishable items to be properly
stored for resale. Although these operations pr~bably proved as
lucrative as other available alternatives, high expectations at the
time of the contract were disappointed. In each case, producers
felt that they had legal grounds to recover damages, but they
rejected the possibility of using the jUdicial system which they
were certain would rule in favor of the exporters, independent of
the merits of their case. .

In the case of the southern tobacco farmers referred to above,
some problems with poorly used credit were encountered in the first
(of eight) years of operation, but with the employment of full time
supervisors/technical consultants, these problems have been
resolved and the operation has proved highly lucrative to all
community members with appropriate soil.

Wholesaler credit

Credit to large scale wholesalers was the only reported credit
that was provided to purchasers of peasant produce. In the one
wheat producing area of the highland province of focus, wheat
credit was given in kind to wholesalers by approximately a third
of producers for 10 percent per month, but was usually paid off in
about 15 days; 15 day in-kind credit was also provided to garlic
wholesalers, and some northern corn buyers paid 4 to 7 percent
monthly interest over six months. Maize, which is produced
commercially by small producers in large quantities in the south,
is reportedly never sold on credit to wholesalers.

Cash credit .f[Q1Il fruit wholesalers :t2-s1 jaIl producers was
reported in the south. The wholesalers prvvide from 400-500
Quetzales which is paid pack after one year without: explicit
interest. However, the price per unit for fruit which the
wholesaler-lenders pay is one Quetzal less than the market price,
which amounts to 6.25 percent per year•

••r~ili••r Cr.4i~

Most fertilizer, seeds and pesticides received on credit are
provided by c~~perat:ives, non-governmental and para-statal
development organizations, the development bank and the
agricultural ministry. A few cases of village shops or small
producers offering in kind fertilizer credit were reported. One
in the north made four month-long loans at 10 percent, While an
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eastern village shop required land as collateral and charged 7.15
percent per annum.

COD8umptioD Cre4it

Borrowing maize for consumption from friends, family and
neighbors is very common in both the highland and eastern
communities which were studied. These loans are generally not
Bought on a regular basis, but rather serve an insurance function
to cover unforeseen constraints in bad years. A few cases were
reported of more well-endowed land holders or sharecropping
landlords in highland communities annually providing interest-free
corn loans to those who worked for them. A small number of local
shops sold maize on credit in Eastern Guatemala, usually interest
free, but sometimes at 20 percent interest for a three-month period
(6.7 percent).

In the highlands, corn loans may be paid back with work, corn
of the same color and type or, in some places, with money. Only
loans repaid in cash ever included an interest charged, and this
was usually no more than 2 percent per month, with work valued at
the going market wage.

Eastern Guatemalan informants, however, reported a wide range
of interest rates for borrowed maize. These loans were interest
free in most villages, but in others there were reports of 100
percent in-kind interest over three to six months on loans
averaging one hundred pounds (of maize).

Beans are sometimes substituted for this two-to-one loan. In
the province of focus, a pound of beans currently sells for three
times the value of a pound of maize, which amounts to 200 percent
interest, or approximately 33 percent to 68 percent a month. There
were also scattered reports of 5 percent, 25 percent, and 50
percent in-kind payments in maize, and of forgiveness of interest
payments at the time of principal repayment.

Very few inter-household maize loans were encountered among
the peasants of the pacific coast, who generally sell their entire
corn harvests. In the few reported cases, such loans might be paid
back without interest in either cash or in kind. Most corn loans,
like the more frequent loans of beans (which cannot be grown on the
coast due to cotton pests) are obtained on credit at village shops.
The southern coast is the only place where consumer credit from
village shops was found to be the norm. Payment for household
necessities (maize, beans, sugar, coffee, etc.) can usually be
delayed without charge, or at about 8 to 15 percent per month, for
up to 15 days (the pay period on the cane and cotton plantations).

More durable consumer goods can be purchased from larger shops
at a variety of interest rates depending upon the locale ana term.
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In one group of villages, for instance, bicycles may be purchased
at 12 percent per month if paid in three months or 25 percent per
year if paid within one year.

Moneylenders

Highlands. At least two or three moneylenders reside in well
over half the highland communities studied, and through their
relations with borrowers in neighboring villages they service
approximately three fourths or more of highlands. These lenders
are usually well to do farmers or larger landlords. In only a few
instances were priests or religious ministers encountered who also
made loans r and one of these cases was clearly special, since the
priests, who had been involved in various community development
projects, charged no interest.

Likewise, many highland people travel to the nearest town to
borrow from lenders who tend to dedicate themse~.ves to this
profession alone, or perhaps in conjunction with commercial
activity or labor contracting.

In general most people borrow between 50 and 300 Quetzales
for periods of up to six months in order to purchase fertilizer
and, secondarily, to cover other production costs such as harvest
labor or bullock rental. The other most important loan uses
include loans to contractors to cover transportation and same-day
advances (500-1000 Quetzales), loans to set up marketing businesses
(500-1000 Quetzales) for truck parts and for seed money to purchase
prOduct, cattle loans of up to 2000 Quetzales, and loans of up to
5000 Quetzales to travel to the United states.

This latter appears to be an increasingly importan~ market.
At least one village was encountered where the majority of families
had at least one member who was either working (or looking for
work) in the United states, or who had already been there and
returned. Most of these farmers migrate hoping to earn what they
need to payoff debts they have incurred debts in Guatemala that
they are unable to pay.

Although there were reports of people who had been repeatedly
deported and thus were stuck in a cycle of repeated attempts to
migrate in order to payoff their migration loans, it would seem
that many are successful and have prospered from this investment.
These migrants invariably intend to return to their native land and
tend to use their savings (or remittances) for home improvements,
rather than productive investments. A successful migrant's home
is often recognizable by the American style bricks used to rebuild
his home. Another common practice is for workers to return with
their savings in the form of an automobile, Which can be sold for
a profit.
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Moneylender interest r.ates in the highlands hover around 5
percent per month, rarely going below that figure, but ranging as
high as 10 percent, but never more. In any given case, the
interest rate may vary with the term structure (5 percent per month
for six months, for instance, and 7 percent for twelve), which is
usually 6 months to one year, depending on the purpose of the loan,
and also vary according to with whether the borrower is "known" by
the lender (5 percent if known, for example, and 10 percent if not;
4, 10, 5, 8, 7, and 10 percent are other examples.)

Moneylenders in the highlands almost invariably require some
sort of collateral, preferably a receipt or formal title of land
or house ownership. In some areas, lenders would accept nothing
less than land, and various areas where people were either landless
or did not have formal title were excluded from borrowing. This
includes thousands of previously attached peasants on farms that
their landlords were forced to abandon and distribute in the face
of peasant militancy in the early 1980s. In some neighboring
districts, however, money lenders gladly accept cattle, horses and,
occasionally, pigs -- and one instance of an individual who has
repeatedly offered a mechanical sewing machine as collateral.

Collateral values must always be at least as great as the
principal borrowed, but usually range from 150 percent to 300
percent of principal value. Collateralized loans usually entail
some written document (at least the title or house receipt), and
a few lenders require the presence of one "witness." In addition,
many moneylenders accept the collateral of a co-signer, usually a
friend of the borrower, who may receive a chicken or one day work
in return for the favor.

Very few ~oneylenders refuse to grant more time to borrowers
in arrears. The few cases of strict moneylenders encountered had
in fact accumulated substantial land though foreclosure. In
general, lenders will grant two extensions of roughly three months
prior to taking any action. They rarely raise the interest rate
after the initial loan period and rarely seek recourse through the
courts. About half the moneylenders compound interest and about
half allow for the principal to be paid off independently of the
principal.

In general, while arre:irs are common, default is not high
among borrowers. Most moneylenders appear to have seized the
cattle, land or homes of at least a handful of borrowers, but
lending as a means of land acquisition was limited to a few areas.
In two areas, lenders would allow defaulted borrowers to remain on
their land as "guardians." Guardians are required to sharecrop the
land they once owned and to work one week out of every four on the
lender's property at 3/4 the going market wage. Reportedly few
people chose this option.

101



Cash Loans amoDg wamily aDd PrieDd8

Initially, the distinction between loans from moneylenders
and loans from family and friends can be somewhat artificial, but
informants frequently insisted on distinquishing those who dedicate
themselves primarily to lending. While many reported that smaller
loans of up to 200 Quetzales (but usually more like 15-50
Quetzales) for fertilizer, illness, and other unforeseen
necessities disbursed interest-free, loans from neighbors and
f~iends frequently entailed the same collateral and interest
requirements as loans from moneylenders.

Moreover, the most isolated indigenous highland communities,
where there is little social differentiation, have the custom of
travelling several hours by foot to quarantee inter-household loans
in the municipal office buildings in the presence of official
notaries. This seems to be true whether or not there is interest
charged or collateral required, which there frequently is.

In the south, inter-family loans are much less common, but
are usually larger, averaging 100 Quetzales, are interest free,
and require only a simple written receipt as guarantee. While
there are similarly both villages without inter-familial credit as
well as many interest-free inter-familial loans in the east, they
nonethelass appear to be more commercialized, with six month loans
as low as 100 Quetzales requiring 200 percent collateralization and
monthly interest charges of 20 percent. Unlike moneylenders, there
were no reports in any of the regions of friends or family strictly
enforcing the loan periods, which ranged up to one year. In one
instance in the east, interest rates were successively' lowered from
20 to 15 percent if the borrower was unable to pay at the
stipulated time. Likewise, there were no reported cases of default
or foreclosures.
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CRAP'1'BR VIII

RBVIBW or U8AID RURAL .IRAHCB PROJBCTS

8mall rar.mer Coffee Improvemen~ project'

The main objective of the Small Farmer Coffee Improvement
Project is to increase the incomes of small-scale coffee farmers
through increasinq their production, productivity and product
quality. This is to be achieved throuqh a combination of improved
technical assistance and access to credit from formal financial
institutions (i.e., BANDESA and participatinq commercial banks).
Lack of access to credit, especially lonqer-term credit, is
identified as a key constraint that prevents small-scale farmers
from undertaking investments (i. e. , replanting relatively
unproductive coffee acreaqe with new varieties in accordance with
recommended techniques) that could increase their production,
productivity and product quality and thereby achic'...,e the objectives
of the project. To capitalize the credit compoJ· :'t of the project,
USAID is to provide $300,000 in foreiqn exchanql' ~d the equivalent
of $1,200,000 in local currency, while the GUa' ~malan Government
is to contribute the equivalent of $9,250,000 from PL 480 funds
durinq the first five years of the project.

Loans to farmers are to carry market rates of interest,
initially 16 percent (the maximum rate permitted on commercial bank
loans at the time the project was initiated) with provisions for
adjustments to ensure market rates throuqhout the life of the
project. However, there is no specification of how such
adjustments are to be determined or implemented, as, for example,
under the current situation of no controls over interest rates,
and whether such adjustments would apply to already outstanding
loans -- an important consideration since loan terms are up to
seven years with up to three years of grace on repayment of
principal. Project credit funds are to provide loans to farmers
adequate to finance the renovation of one manzana (1.6 acres) of
old low-yieldinq coffee over a two year period followed by two
years of production credit. In addition, the G'aatemalan Government
and the participatinq commercial banks are to agree to continue to
provide annual production credit to project beneficiaries after
their fourth year of being financed under the project. To be
eligible to participate in the project, a farmer must have no more
than fifteen manzanas of land with at least two manzanas planted
in coffee producinq at relatively low yields, and he must also have
the capacity to absorb the loss of income durinq the renovation

'USAID/GUatemala, Small Farmer Coffee Improvement Project
Paper, 1989.
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period and to meet the obligations impo&ed by the project 10an. 2

In addition, to participate a fal~er must be a member of a coffee
cooperative or of one of the groups formed by ANACAFE, although
neither the cooperatives nor ANACAFE will be lenders under the
project. 31

Project credit funds are to be provided through trust funds
placed in participating banks, as this was judged the only way to
circumvent legally-imposed co11atEtral requirements and to reduce
to acceptable levels the risks pelrceived by commercial banks in
lending to small-scale coffee fanners. Incentives for effective
client selection, credit superviEli,on and loan collection are to be
maintainf~d by the fact that part:Lc:ipating banks will only receive
income when interest is actually c()llected (although participating
banks will still have far greater incentives to attempt to assure
the collection or loans for which principal as w611 as interest is
at risk). Interest earned on project loans (initially 16 percent)
is to be divided as ~"',llowt:l: Ministry of Finance, 0.5 percent;
participating bank, 6.0 percent; ANACAFE, 5 percent; and creation
of reserves for problem loans, 4.5 percent. ANACAFE is not only
to take the lead in providing technical assistance \~o project
beneficiaries but is also to play a maj or role in identifying
borrowers, preparing loan documents, supervising credit use and
collecting loans. The use of trust funds and the ~ole of ANACAFE
are together 't.o overcome the two main barrlers '~hat have been
identified as p~eventing banks from lending to small-scale farmers
-- high costs and high risks. Moveover, banks are said to be less
reluctant to lend to coffee producers because of relatively secure
markets and foreign exchange earnings, together with the existing
involvement of some banks in coffee processing and marketing.
Participating banks are thus supposed to learn through project
lending that it can be less costly and risky to lend to small-scale
coffee farmers than they had initially feared -- in addition to
their commitment to supply short-term production credit to project
beneficia~ies in later years.

2Credit uncar the project is also to be made available for
nurseries to produce high-yielding and disease-resistant seedlings
and to construct or upgrade coffee processing facilities oriented
toward small farmers.

3Two federations of coffee cooperatives, FEDECOCAGUA and
FEDECOVERA, have been identified as potentially useful for
technical assistance under the project. However, because of major
weaknesses, neither these federations nor their affiliated
cooperatives are to be lenders under the project • Given these
weaknesses, it is unclear that the benefits of required cooperative
(or ANACAl<'E group) membership for project beneficiaries will
outweigh the potential for abuse that exists through this approaoh
to rationing access to credit under the project.
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In the design of the credit component of the project
considerable attention has been paid to collaboration between
ANACAFE and the participating banks that is supposed to allow these
banks to reduce costs and risks and thereby remove the main
impediments to lending to small-scale producers. However, shared
responsibility for client selection and supervision has often led
to serious loan recovery problems in credit projects. In addition
to the general problem that when two entities are jointly in charge
of an activity, no one is in fact in charge, the emphasis on timely
credit delivery (Which is indeed highly important) may make it
difficult for participating banks to review applicants adequately
or to deny loans to marginal applicants. Moreover, in spite of the
emphasis in project design on enhancing credit delivery mechanisms
and improving the operational efficiency of public and private
lending programs, it is unclear what is to be done beyond the
involvement of ANACAFE in the lending process. This orientation
is reflected in the focus of proposed project evaluation on the
impact of the project on the farmer beneficiaries rather than on
improvements in the eff~niency of participating banks and their
ability to sustain lendin~ to small-scale producers. In addition,
the reporting requirements under the project that are seen as
necessary for adequate monitoring and evaluation may impose
significant administrative costs on participating banks, as has
often happened in similar projects.

Although the project description focuses substar.tially on th,,,
barriers that have inhibited bank lending to small-sc!ale coffee
producers, project design focuses primarily on channeling credit
to intended beneficiaries, so that the project Ultimately to be
implemented has become highly similar to the types of traditional
directed credit projects that have been criticized in AID's policy
paper on Financial Markets Deyelopment and elsewhere. In spite of
the efforts to induce participation in the project, it remains
unclea~ that the capabilities and incentives for commercial banks
to lend to small-scale producers will be permanently enhanced after
project funds have been exhausted. Commercial banks mayor may not
find small-scale coffee producers to be good clients (i.e., low
cost and low risk) depending on the success of the collaboration
with ANACAFE Which, as noted above, may face some significant
difficulties. One alternative would have been to focus more
directly on reducing lender costs and risks rather than shifting
them to ANACAFE &nd trust funds. Another alternative would be to
make greater use "'if informal sources of credit that already serve
many small-scale coffee producers. Although these sources are
often seen to be high cost and exploitive of small farmers, it may
be possible to enhance cOJlpetition among them by increcsing their
access to credit -- which may be less difficult than enhancing the
access of small farmers to credit directly. Attention might be
paid under the project to marketing and proceti-;ing agents, in
partiCUlar, as potential sources of credit for small-scale coffee
producers as well as for the lessons that they can provide to
formal lenders on client selection and loan recovery techniques.
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Moreover, inadequate coffee marketing and processinq arrangements
have already been identified as barriers to increased producer
incomes, and lower producer incoAlles will undoubtedly have a
negative impact on the recovery of loans made under the project.

Agribu.in••• Develop.eDt projeot'

The objectives of the Agribusiness Development Project are to
increase rural family incomes and exports of non-traditional crops
(e. g. , fruits and vegetables) through improved marketing
opportunities to be achieved mainly by supporting agribusiness
enterprises in rural areas. The projec't, which began in 1984, has
three main components. The Non-Traditional Exporters Guild is to
be supported throu9h a grant of US$l million to strengthen its
export and investment promotion activities and to create a maI:ket
information system. A grant of US$1.3 million has been provided
for cooperative strengthening, especially in the areas of handling
and marketing fruits and vegetables. The largest component is the
credit component which includes a grant of US$0.6 million to the
Central Bank of Guatemala for technical assistance and training to
enhance the ability of participating financial institutions
(including the Central Bank itself) to provide credit services, and
a loan of US$9. 5 million to the Central Bank, of Which US$7. 3
million is for on-lending by participating banks and finance
clompanies, US$1.5 million is for on-lending by BANDESA to
cooperatives, and US$0.7 million is for technical assistance in the
development of rural agribusiness enterprises. Of these amounts,
only US$1.4 million in loans had actually been disbursed by late
1987, with an additional U8$2.5 million projected for early 1988.
Moreover, only limited progress had been made in improving credit
analysis at the level of the participating financial intermediaries
and in facilitating credit operations at the level of the Central
Bank, as little of the training and technical assistance funds had
been used. The following discussion of the project and the
evaluation of the project carried out in late 1987 focuses
primarily on the reasons for the deficiencies in the credit
compon~nt, as reflected in the slow disbursements, and the
recommendations to overcome these deficiencies.

The evaluation presents a variety of reasons for the slQwness
of disbursements under the credit component of the project. Many
potential borrowers are said to lack adequate collateral (for long
term loans, banking law requires real estate valued at 200 percent
of the amount of the loan), but this often appears to be an excuse
rather than a reason as banks are able to find ways around this
requirement when they are particularly interested in making a loan.
Eligibility criteria for access to USAID loans funds at the Central

'Arthur Young, Agribusiness Development Proiact: Mid-Term
Evaluation, 1987
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Bank were also initially quite restrictive as, for exampla,
agricultural processors seeking loans under the project had to bUy
more than half their crop inputs from small farmers. However,
these criteria were later modified so that eligible borrowers had
only to satisfy one from among a number of criteria, such as
generating foreign exchange, creating employment, processing non
traditional products, or transferring technology to benefit small
farmers. In any case, the main roason for slow disbursement seems
to have been a lack of attractivenes~ of the project's credit line
relative to more easily available alternatives, together with a
lower demand for credit for export oriented agribusinesses
activities than had orj'.ginally been anticipated. On one hand,
domestic liquidity was much less tight than when the project was
designed, and a number competing credit lines became available from
other donor agencies and foreign governments. On the other hand,
credit demand seems to have been overestimated because of a failure
to analyze adequately the markets for non-traditional agriCUltural
exports -- which were small, not growing and SUbject to potentially
strong competition from neighboring countries.

In short, the credit component of the Agribusiness Development
Project reflects many of the typical features -- and problems -
of directed credit program9 in general. There often tends to be
an underlying assumption that cheap and abundant credit can
overcome shortcomings in other markets, such as a lack of adequate
demand for non-traditional exports (perhaps stemming from an
overvalued exchange rate). Moreover, attempts to target credit to
specific beneficiaries and activities lead to the kinds of problems
with eligibility criteria noted above, along with other
restrictions such as limits on the proportion of working capital
that can be financed relative to investments in plant and equipment
and restrictions that borrowers not use project loans to refinance
outstanding debts. In addition, a strong tendency arises for the
Central Bank to take on roles in processing loan applications that
delay and SUbstantially increase the costs of lending under
directed credit projects. In partiCUlar, insistence by the Central
Bank on feasibility studies and other detailed information, which
the Central Bank subsequently evaluates, reflects the Central
Bank's view that it has important responsibilities in, the
allocation of project funds (and are not simply due to traditions
of bureaucratic conservatism as the evaluation tends to emphasize) •
On the other hand, however, borrowers and financial intermediaries
not only complain of costs and delays but also express fears of
submitting confidential information to the Central Bank and even
suggest that excessive requirements may reflect an adversarial
relationship. Duplication -- both of effort and responsibility 
- is central not only to the costs and delays but also to the lack
of trust among the various parties -- borrowers, financial
~.ntermediariesand the Central Bank. Moreover, dupl ication and the
reSUlting lack of c:' ear responsibility can later cause serious loan
recovery problems \ something that has not yet arisen in this
project) as each party tries to assign the responsibility for
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problem loans to on~ of the other parties.

As the evaluation points out, USAID's efforts have led to
greater flexibility in Central Bank operations, and efforts have
also been made to enhance communic~' ion with financial
intermediaries and potential borrowers a~out tbe project and
especially about improvements in the operation of the credit
component. Nonetheless, too much emphasis on promoting the
project's credit line, as opposed simply to increasing the
availability of information, can also create subsaquent problems
for loan recovery as beneficiaries become more interested in the
potential grant aspects of the loan rather than the loan itself.
In addition, the evaluation's recommendation to increase spreads
for finanr.:ial intermediaries, while cOMpensating for the high
operating costs of the project's credit l;,ne relative to
alternative sources of funds, does not deal with the basic reasons
for these high costs -- an':! especially for the duplication of
effort and responsibility. In fact, the spread on project funds
of 5.5 percent is already higher than the spread on the Central
Bank's regUlar rediscount lines and does not allow enough for the
capitalization of credit the fund (4.5 percent) to prevent its
erosi,on by inflation, no~: enough for the Central Bank (1 percent)
to cover its administrl.ltive expenses, as long as the rate of
interest is maintained at only 14 percent for proj ect
benefiC'.:ia=ies. Moraovex', other recommendations in the evaluation,
such als creating trust funds or loan g'.4csi:cmtee mechanisms to spe.ed
disbursement of the prc.\j ect ' s c'I:'e.dit fun,ds, not only fail to
address the basic reason~· for slow' disburs6~ment but also run the
risk of adding to the distortions in Guatemala's rural financial
markets rather than contributing tC) refor.m and liberalization. A
recommendation that could instead have received greater emphasis
is more rapid use of grant funds for training and technical
assistance to improve the credit o~lerations of the Central Bank and
participating intermediaries -- aiter first investigating why these
funds have been so slow to disburse.

BANDESA's role in the project's credit component is to provide
loans for cooperatives to support processing and marketing
activities, especially for non-traditional exports, in coordination
with technic;..... assistance b,aing provided to cooperatives under the
project. However, BANDESA's project lending was also very small
at the time of the evaluation -- just one loan from the project's
credit line and two loans from competing sources to cooperatives
receiving technical assistance under tho project. BANDESA's
limited participation in project lending is attributed in part, as
in the case of private-sector financial institutions, to Central
Bank delays, high administrative costs, low spreads on project
funds relative to alternative so,,:,:,ces, and a variety of eligibility
requirements inclUding the need for the borrower to be a legal
entity, to provide guarantees in the form of land, to submit to
joint and sevetal liability and to provide at least 25 percent of
project costs. In ad\:iition, maximum loan size is low for
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cooperatives, many cooperatives are delinquent on prior BANDESA
loans, and BANDESA is said to focus heavily on the political
benefits of its lendinq -- which are said to be few beca,use of the
'small size and low visibility of the project's cooperative credit
component. BANDESA has also been criticized frequently for its
excessive centralization and its lack of adequate field personnel.
Although USAID has made siqnificant efforts to improve BANDESA's
operations, especially its credit delivery system, BANDESA still
has numerous shortcomings, including hiqh operating costs, severe
loan recovery problems, lack of appropriate performance criteria
and incentives for employees, unqualified and unproductive
personnel, and political intrusions into its internal affairs.
Until substantial progress in made in these areas, and especially
in assuring BANDESA' s independence from inappropriate external
interference, qains from support pr~vided by donor agencies are
likely to be limited and transitory.

Agricultural Production and Marketing project6

The Aqricultural Production and Marketing project is a
cooperative aqreement with the American Institute for Free Labor
Development to strenqthen the capacity of Guatemala's National
h'bor Union Confederation and its farm union affiliates to provide
aqricultural services to members. The project is funded by qrants
of approximately U8$320,000 and Q3,100,000 for a three year period
from mid 1987 th:l."ouqh mid 1990. Amonq the project's several
components is a credit component, funded by a grant of 0875,000,
to provide short-term loans to small-scale producers of corn and
sesame. At the time of the evelluation at the end of 1988,
approximately 800 farmers had received loans totalinq about
0125,000, but in value terms only about 40 percent of these loans
had been repaid on time. However, because the date of the
evaluation was just after the due date for loan repayment, it is
still too soon to know if loan repayment problems will plaque this
project as they have so many similar projects. Moreover, little
information is provided in the evaluation about th.e terms and
conditions of project loans, so that 1t is difficult to make any
predictions about the future course of loan recovery or other

5In 1989, the project was amended i.o add US$ 1 million to
grant funds for the cooperative strenqtheninq component of the
project. In addition, because of continuing slow disbursement from
BANDESA's credit line for lendinq to c~opera~ives, approximately
U8$ 0.6 million of these loan funds was transferred to the credit
line for lending by banks and finance company Which, subsequent to
the evaluation of the project, had disbursed more rapidly.

6Consultores Agroindustriales, Report on the Mid-Tern
Byaluation of the AgriCUltural Production and Marketing Project,
1989.
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aspects of the credit component of the project.

Bighlan48 Agricultural Development project'

The objective of the Highland Agricultural Development Project
is to increase agricUltural productivity, especially through
improving the resource base of the rural poor. The first phase of
the project had a rural road maintenance component and 8, natural
res~urce component consisting in small-scale irrigation, soil
conservation and reforestation. In the second phase a variety of
ter-hnica1 and ad.min.istrative services were a\ided to support project
beneficiaries on a more comprehensive basis, with particular focus
on credit, mark~ting, research and increased technical assistance.
The project was initially to be funded with a loan from USAID of
US$7.5 million, a grant of US$1.5 million, and counterpart funds
from the Guatemalan Government equivalent to approximately US$5.8
million, and this was subsequently increased throu'lh a series of
loan and grant amendments to the original project. With the
initiation of the second stage in 1988, a major addition was made
to the project of US$15 million in USAID grant funds, along with
the equivalent of approximately US$ 12.8 million in counterpart
funds from the Guatemalan Government. The following discussion is
based primarily on the evaluation of the project carried out late
in 1987 and focuses on the credit aspects which, consisting in
credit for irrigation facilities, fall within the irrigation
component of the project.

The interest rate on loans to project beneficiaries was
initially set at 6 percent but had been increased gradually to 10
percent as of late 1987. However, evan this rate is well below
the rate on commercial bank agricultural loans, especially if the
effective rate rather than the stated rate is considered, as well
as being below the rates that BANDESA, the project lender, charges
on most of its other loann. In many recent years, moreover, the
rate has been sUbstantially below the rate of inflation so that the
fund for project lending is being decapitalized -- even if loan
repayment is 100 percent on time -- through large implicit
subsidies to the fortunate current recipients of project loans at
the expense of potential future beneficiaries. other terms of
project loans are also highly generous I including terms up to
fifteen years, grace periods up to two years on principal, possible
similar grace periods on interest, and highly flexible guarantee
requirements. The evaluation recommends that some of these terms
be tightened·::tomewhat and, in particular, that interest rates on
project loans oe increased slightly and made flexible because of
the need to compensate for inflation, especially on longe= terms
loans. However, even these interest rates would conti~ue to be

'Associates in Rural Development, Inc., Highlands AgricUltural
Deyelopment llro:r;,l'~ct; Midterm Evaluation, 1987.
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highly s~sidizea (i.e., they would not cover the cost of securing
funds at market rates of interest and on-lending them under the
project) and could even be negative in real terms unless interest
rate flexibility is tied closely to inflation.

The credit component of the project is administered by BANDESA
under a trust fund. Under the terms of the trust, BANDESA is
compensated for its work by being allowed to retain the interest
income collected on project loans. However, it must initially use
its own funds for these loans and is then reimbursed with a lag of
approximately six months. This can present problems for BANDESA
because its difficult liquidity position results in almost total
dependence on trust funds. Although BANDESA had about Q60 million
in savings deposits, thf3 evaluation does not recomme:'.d using these
fun~s for agricultural loans because of the serious mis-matching
of maturi'ties and the risks of lending to small farmers. In any
case, BANDESA's liquidity shortfalls are primarily due to loan
recovery problems which the evaluation attributes mainly to
pressures to lend to the politically powerful, to weak cooperatives
and federations and in areas disturbed by violence, rather than to
shortcomings in BANDESA' s staff and operations. In fact, the
evaluation largely plaisea BANDESA's project lending efforts but
suggests that they muy be too costly to be covered by even the
total inter~st incomfl from the project. Instead of suggesting
increased efficiency in project lending, the evaluation recommends
additional commissions for BANDESA along with support for improved
infrastructure (e.g., vehicles and computers) and greater attention
to savings mobilization. However, such support is unlikely to
accomplish much until BANDESA's high costs and serious loan
recovery problems due to lack of independence in selecting
borrowers are resolved, while savings mobilization, though
desirable in itself, may be dangerous if the funds mobi,lized are
devoted to coveri~g BANDESA's high costs or lent to questionable
borrowers.

During the first phase of the project (inclUding amendments)
approximately US$2. 4 million in USAID funds was available for
,i.rrigation loans, but as of the end of 1987 only about US$O. 4 had
Ioeen disbursed. According to the evaluation, this shortfall is
not due to any BANDESA's shortcomings but rather to the failure of
DIGESA to develop and submit enough loan applications. It is
DIGESA's responsit,ility to develop the loan applications including
preparing feasibility stUdies, organizing participants into groups
and forwarding lists of potentj,al b~rrower.s to BANDES!.. to check for
existing loan delinquency. BANDESA not only facilit&tes rapid loan
approval by dividing large groups into smaller groups if necessary
to avoid the delays from having to send loan applications over a
certain limit to the central office for approval but also
substitutes fami~'y membe~7i3 with no negative credit record for
applicants with delinquent loans. In reviewing loan applications,
moreover, BANDESA has not only stressed quick response Dut had also
approved all applications submitted to it as of the date of the
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evaluation. Although efforts to speed the lending process are
commendable, such easy approval of all loan applications may
subsequently result in serious loan recovery problems, particularly
given the record of similar programs where the responsibility for
landing is divided between two agencies. Borrowers may correctly
perceive that the financial institution will take little
responsibility for loan recovery, especially when the other agency
effe.ctively controls borrower selection. At the time of the
evaluation, little information was yet available on loan recovery
rates because of generous grace periods, but in one case where
information was available (interest paYments at BANDESA I S
Quezaltenango agency) only about 50 percent of paYments due had
b~en collected. On the other hand, the evaluation mentions that
some loans made by other agencies had been prepaid, rp.flecting the
profitability of small scale irri~ation together with some
borrowers' fears of debt.

commercial Land Markets II projectS

The main objectives of the Commercial Land Markets II Project
are to improve the welfare of Guat~~ala's rural poor and, at the
same time, to increase overall agricultural output through better
land utilization. These objectives are to be achieved through
voluntary purchases of agricultural land by the Penny Foundation
for resale in small parcels (2.8 hectares) to farmers having little
or no land and by providing these beneficiaries with
infrastructure, technical assistance and production credit. The
project also includes a substantial research component to enhance
the performance and evaluation of the project and to identify
additional ways in which land transactions can be facilitated and
their financing improved, not. only in Guatemala but alsu in
countries facing similar problems. The project is an extension of
an earlier pilot project that involved a grant of $1 million to the
Penny Foundation in 1984 for a similar program of land purchase and
resale. Bec&use of the apparent success of the pilot project,
additional gr.ants of $1 million were made to the Penny Foundation
in 1985 and 1986, and these grants have since been included as part
of the Commercial Land Markets II Project. The following
discussion focuses primarily on the financial aspects of the
project, that is, the financing of land purchases and sales and the
extengion of production credit to beneficiaries, but it is also
necessary to discuss various aspects of land markets in Guatemala
in order to understand more fully the potential that the Penny
Foundation or alternative institutions or mechanisms may have to
operate programs of this type on a sustainable basis.

In Guatemala, as elsewhere in Latin America, it is widely

8uSAID/GUatemala, Commercial Land Markets II Project Paper,
1987.
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believed that large land holdings are often less efficiently used
than smaller holdings. If this is in fact the case, then
facilitating the transfer of land from large holdings to able
farmers without adequate access to land has the potential to
increase productivity as well as helping the rural poor. However,
past land reform efforts of the Guatemalan Government have
engendered strong political resistance, as well as being at most
marginally successful, so that efforts under the Commercial Land
Markets II project are focused on voluntary market transfers of
land rather than forced expropriations. The main barriers to such
land transactions are said to be information and contracting, on
one hand, and finance, on the other. Information about land
markets, especially potentiall offers to sell, is said to be limited
by the large gap between ri,eh and poor in rural Guatemala and by
past conflicts over land. It is also said to be complex and costly
to undertake and ~dminister the subdivision and selling of a large
farm in small parcels. Finally, there is said to be no commercial
financing of any kind available for rural land purchases in
Guatemala. G:t"ants trJ the Penny Foundation have allowed it to
overcome thesf~ barriers by undertaking the functions of buying
large farms, reselling small parcels and financing the purchase of
these parcels.

To the extent that the Penny Foundation has been successful
in such endeavors, it may be due to its special expertise in these
areas (land purchase, parcelization and financing) that is
unavailable to other agents, thereby allowing the Penny Foundation
to be profitable where others cannot be -- or success may be due
to access to grants from U8AID and other donors. Since expertise
in land purchase, parcelization and financing should be common to
successful land developers in any country, it is important to know
more precisely what the barriers are in rural Guatemala that
inhibit carrying out these functions and exactly how the Penny
Foundation has been able to overcome these barriers. Prospects can
then be more adequately assessed for the continuing viability of
the Penny Foundation's program (without permanent dependance on
donor grants) and for the transfer of this expertise to other
institutions to create similar programs to expand outreach on a
sustainable basis Q An important aspect of this is to separate the
barriers in land purchase and parcelization from those in
financing, since the imperfections implied are in different markets
and hence in need of different remedies. The research component
of t,he project appropriately focuses not only on a thorough
evaluation of the Penny Foundation's activities but also on
identifying imperfections in Guatemala's land and financial markets
and then supporting institutions and mechanisms that can overcome
these barriers and thus provide more adequate markets for rural
land transactions and their financing.

The amount of funding for the project is U8$14 million,
including the U8$2 million in U8AID grants to the Penny Foundation
that occurred in 1985 and 1986, U8$8.5 million in new U8AID
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contribut.ions, and U8$3. 5 million i~l count.erpart. cont.ribut.ions from
t.he Penny Foundat.ion (mainly for t.he payment. of principal and
int.erest. on notes issued in land purchase transact.ions and for the
continuation of tradit.ional Penny Foundation programs). These
funds are divided into six main component.s: (1) land purchase and
resale (U8$5.005 million); (2) farm management (U8$0.822 million);
(3) product.ion credit (U8$4.338 million); (4) improvements in
administrat.ion (U8$ 2.018 million); (5) inflation and contingencies
(U8$1.067 million); and (6) studies (U8$0.750 million). This
breakdown of project funding shows clearly t.hat land purchase and
resale supported by product.ion credit for beneficiaries is the main
act.ivity of the project, with subsidiary support for farm
management, administration and research studies. The level of

.project funding was established based on the object.ive of making
the land purchase and resale activity self supporting at a
designated level of land purchases -- which was later determined
to be 1,350 hectares per year.

In an evaluation of the pilot project carried out in May,
1987, the Penny Foundation's procedures for reviewing farms and
making purchase offers were criticized, but in addition the
requirement of making purchases with at most 50 percent down and
the remaining portion to be paid over five years at 9 percent
interest may not always be optimal to secure the best price. In
particular, the optimal financing offer will depend on the relative
liquidity positions of the Penny Foundation and the other party to
the transaction and the interest rate that each would have to pay
~o obtain additional funds. The price to be paid by beneficiaries
for their 2.8 hectare parcels is based on the cost of the farm plus
surveying and parceling costs. Payment.s are to be made over a ten
year period, wit.h a 10 nercent down payment, but the Penny
Foundation has been flexible with downpayments in order not to
exclude participation by lclndless individuals with few assets. In
addition, production credit is provided to beneficiaries in the
form of inputs (supplied by the Penny Foundation) and in cash (a
subsistence wage for half the work done on the farm by the
beneficiary). It is argued that the Penny Foundation must provide
product.ion credit not only because no other source of such credit
is available, but also because providing short-term credit helps
the Penny Foundat.ion's cash flow situat.ion by complement.ing it.s
long-t.erm loans for land purchase. Loans for both land purchase
and production carry the same interest. rat.e, 12 percent at the time
the project was designed and expect.ed t.o rise to 14 percent.

A more appropriate justification for the Penny Foundation's
role in lend~r.g t.o beneficiaries is the Foundation's comparat.ive
advant.age (i. e. , economies of scope in information and loan
collection arising from its relationships with beneficiaries) that
allows it to lend profitably to beneficiaries while other potential
lenders cannot.. However, interest rates on loans to beneficiaries
must. be adequate to cover the Penny Foundation's costs -- bot.h the
cost. of funds and loan administration (including losses from
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repayment problems) -- in order to avoid decapitalizing the
Foundation while providing unwarranted subsidies to beneficiaries.
The interest rates to be charged to beneficiaries are said to be
competitive with prevailing market rates, but they are certainly
not adequ~te to cover the Penny Foundation's cost of funds and loan
administration -- if. they were, the Foundation should be both able
and eager to expand its lending activities. Moreover, these
interest rates are well below those available even to most large
scale producers and, for this reason as well, represent an
unwarranted subsidy to beneficiaries. If, for either social or
economic reasons, beneficiaries are to receive subsidies, such
subsidies can be more easily justified and more effectively
delivered as technical assistance. In addition, the emphasis in
the project document that these interest rates are positive in real
terms, though currently correct, provides no guarantee that this
will be true throughout the lives of the longer-term loans for
land, as there appears to be no mechanism in the project by which
interest rates on outstanding loans can sUbsequently be adjusted.

The size of the proj ect, that is, the amount of the grant from
USAID to the Penny Foundation, was determined on the basis of the
amount that would be required to make the P~nny Foundation's land
purchase and resale operations sustainable at the designated level
of 1350 hectares each year. In the project discussion, both the
cash flow posltion and the solvency of the Penny Foundation are
mentioned as key constraints to be overcome in the selection of
this level. However, as the foregoing discussion indicates,
interest rates charged to beneficiaries are not adequate at any
level of operations to achieve either solvency or a manageable cash
flow position for either the Penny Foundation or other institutions
that may later be asked to replicate these activities. If the
crops to be planted by the beneficiaries in fact generate high
rates of return that can cover the full costs to the Penny
Foundation of providing credit to beneficiaries, as well as the
initial costs of purchasing and dividing the land, then the
sustainability of the project can be assured if adequate (market)
prices and interest rates are charged (except that a continuing
subsidy for technical assistance may be justified). If returns to
beneficiaries are not adequate to cover these costs, then the
project will never be viable without a perpetual subsidy, and other
approaches to assisting these beneficiaries should be sought.
Given that rates of return for beneficiaries are adequate, the key
elements in the success of the project will, as indicated
initially, be the particular expertise that enables the Penny
Foundation to bUy large farms, resell them in small parcels and
provide credit to the beneficiaries, all in efficient ways that can
be identified and ultimately replicated by other institutions.
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~.nny roun4ation ~ropo.al To Cr.at. a riDaDO. company'

The Penny Foundation has proposed to create a new finance
company that would have the basic objective of providing credit to
low-income px'oducers who are involved in viable, socially-oriented
programs and projects sponsored by the Penny Foundation and similar
non-governmental organizations. In providing credit and other
financial services to assist beneficiaries in the development of
productive activities, highest priority would be given to the
projects of the Penny Foundation, especially its Integrated
Development Program (i.e., USAID's land purchase and resale
project). Moreover, profits earned by the finance company, and not
reinvested, would be ~ransferred to the Penny Foundation to cover
its general expenses. 1 In addition to making 1I1edium and long term
loans, the finance company would provide a wide range of financial
services to its beneficiaries, including: capital investments,
short term loans based on central bank rediscounts; guarantees,
advances and discount operations; housing finance; and stock market
operations, especially involving instruments issued by the Penny
Foundation or by beneficiaries. In order to obtain funds to
provide these services, the finance company would have the usual
powers of a financial intermediary, including: issuing a wide
range of instruments; obtaining foreign and domestic loans;
opErating trust funds; and accessing central bank rediscounts. In
addition, the Penny Foundation argues that the finance company
would need a significant donation of capital to provide a high
proportion of low-cost funds in order to make loans at interest
rates competitive with, or lower than, commercial bank rates and
still operate viably.

In spite of the Penny Foundation's intention that the finance
company should make loans that can be recovered (e. 9 • , for
productive activities in low risk areas) and should operate
profitably, the chances that the proposed finance company would in
fact be viable are slim. The record of efforts to create similar
(i.e., socially oriented, yet profitable) finance companies in
other Latin American countries or elsewhere in the developing world
is not promising. The few finance companies of this type that have
continued to operate have either dropped their social objectives

9penny Foundation, Perfil Sobre la Creacion de una Sociedad
Financiera que de ARayo a las Qperacions de la Fundacion Del
Centavo y otras 0NGS, 1989.

10profits will need to be retained to cover inflation, to
create reserves against problem loans and to allow for further
growth if leverage become too high. Moreover, profits should not
be artificially enhanced by special privileges for the finance
company, such as exemption from taxes because it is owned by the
Penny Foundation and other non-profit institutions, that would
create financial market distortions.

116



and become purely profit oriented or have continued to depend
heavily on grants from governments or donor agencies for their
survival. In addition, the finance company proposed by the Penny
Foundation has elements of potential conflict that will likely
hasten its demise (or its reorientation in unintended directions).
An essential element in the successful regulation and supervision
of financial intermediaries in any country is strong and effective
l.imits over the provision of loans and other services to related
parties, that is, the owners and managers of a financial
intermediary and individuals and entities connected to them.
Involvement in such lending inevitably leads to serious loan
recovery problems as the financial intermediary is neither free to
select clients with the greatest likelihood of repaying loans nor
to press recalcitrant borrowers strongly to repay. The prospects
for the Penny Foundation's proposed finance company are even more
bleak because of almost certain conflicts between the Penny
Foundation and other nongovernmental organizations over priorities
in the provision of loans and other financial services, as well as
between the beneficiaries and the institution in charge of each
program over who will in fact be responsible for allocating loans
and subsequently collecting them.

The Penny Foundation's proposal is also problematic in that
it depends on a large initial infusion of capital to attempt to
insure the future viability of the finance c'mpany and to allow
lending to beneficiaries at pr~ferential rat6u of interest (rates
equal or below those charged by commercial banks to their favored
clients). To be viable in the long run, the finance company must
charge rates of interest that cover the full cost of mobilizing
funds from the pUblic at market rates of interest and then lending
these funds (including costs from the failure to recover loans on
time). If the intended beneficiaries cannot afford to pay such
rates of in"';3rest, then other me(lhanisms and proqrams are needed
to increase the profitability of their activities. Providing loans
at below market rates of interest will instead encourage rent
seeking behavior by unintended recipients and, at best, create a
privileqed class among the intended beneficiaries'as the amount of
the subsidy required limits the outreach of the program. Moreover,
the Penny Foundation's suggestion of a larqe initial qrant to
capitalize the finance company with low cost funds also inverts the
normal financial structure of an enterprise for which equity
capital is the most costly source of funds because it incurs the
greatest risks. The amount of subsidy implicit in a grant of
capital to start a finance company should be compared with the
potential benefits from allocating equivalent resources to increase
the profitability of the activities to be carried out by the
beneficiaries (e.g., through technical assistance and training,
together with efforts to improve the policy environment).

In addition to the foregoing general analysis, the Penny
Foundation's proposal to create a finance company should be viewed
specifically in relation to the USAID sponsored land purchase and
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resale program. The Penny Foundati~n claims that it needs
additional funds to ~xpand this program to an acceptable size and
believes that the new1y created finance company could provide these
funds from its mobilization of resources and its profits. Serious
cash flow constraints have indeed emerged in the land purchase and
resale program as more loans have been long term with the
predominance of permanent crops on the farms being developed and
ospecially as the proqram has been transformed into a more costly
inteqrated development program with complementary infrastructure
and services. In addition, there may be some slippage in loan
collection which may not be readily apparent because of the Penny
Foundation's flexibility in rescheduling loans based on its view
that the initiation of new activities by beneficiaries with limited
assets can be highly risky in the first stages. However, as the
prlBceding analysis sugqests, the proposed finance company is
unlikely ever to have adequate profits to contribute funds to the
Penny Foundation and, in order to mobilize funds successfully from
the public, will need to pay market rates of interest which will
require rates of return on its loans and investments adequate to
cover all its costs. A crucial issue is thus whether lendinq under
the land purchase and resale proqram can be carried out profitably
and, if so, whether more profitably by a newly created finance
company or by the Penny Foundation directly.

Cash flow problems should not be insurmountable if lending is
profitable and if the newly created finance company (o~ the Penny
Foundation itself) is creditworthy and hence can borrow at
favorable rates of interest to finance it~ cash shortfall.
However, continuinq cash flow problems can )'Ie a sign of lack of
profitability rather than just poor matching of cash flows. One
advantage of separating lending activities from the Penny
Foundation and assigning them to a newly created finance company
is that it may be easier to identify sources of lack of
profitability (e.g., the Foundation's land transactions or the
provisi,;:,n of infrastructure and complementary services) and to deal
with them appropriately (i.e., make them profitable, subsidize them
if justified or discontinue them). On the other hand, because of
economies of scope in information and loan collection arising from
the Penny Foundation's relationships with beneficiaries, as noted
earlier, it may be preferable to maintain lending activities within
the Foundation itself in spite of the potential advantaqes from
specialization in the provision of financial services. Moreover,
in spite of the Penny Foundation's apparent lack of enthusiasm for
loan collection ~esponsibility, it may be more effective than a
finance company that is likely to suffer from the problems involved
in lending to related parties also noted above. In any case, for
either the Penny Foundation or a finance company, siqnificant term
transformation cannot be avoided, and this will require adjustable
interest rates on longer term loans and major efforts to enhance
liquidity management teChniques (as well as teChniques to deal with
foreign exchange risk if foreign credits are used).
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The foregoing discussion of the Commercial Land Markets II
Project and the Penny Foundation's proposal to create a finance
company suggests the need for further analysis of the options
available to finance rural land transactions. While the creation
of a new f;l.nance company (or the transformation of an existing one)
may be helpful to finance rural land transactions and provide
related financial services, the Penny Foundation's current proposal
has serious shortcomings. Moreover, the in-depth analyses
contemplated und~~ Commercial Land Markets II Project, not only of
the Penny Foundation's land purchase and resale program but also
of alternative mechanisms to finance rural land transactions, are
likely to be crucial in reaching a judgement on what is workable.
In particular, it will be important to know whether the Ponny
Foundation's cash flow problems are due in part to losses sustained
in certain activities and, if so, which activities (e.g., land
transactions or lending) before appropriate lessons can be learned
from the Penny Foundation's experience to be transmitted to other
non-governmental institutions. In addition, closer analysis of
land transactions and their financing can pinpoint the
imperfections that need to be addressed and can indicate which
mechanisms and institutions are likely to have a comparative
advantage in implementing the necessary innovations that can make
these activities viable. One potentially significant (but
generally neglected) area for such innovation may be savings
mobilization, not only to contribute to land purchase operations
and to the viability of financial institutions but also to provide
important deposit and liquidity services for program beneficiaries
who traditionally have been thought too poor to save.

Private Enterprise Development project"

The objective of the Private Enterprise Development Project
is to strengthen the role of the priv&te sector, especially small
and medium scale enterprises, in the Guatemalan economy and in
policy making through a wide range of activities including
technical assistance, training -and improved access to financial
services. The bUdget for the project during its five year life
from mid 1987 through mid 1992 is approximately US$27.5 million,
including a grant of US$10 million from USAID, a local currency
equivalent of US$10.9 in ESF funds from the Guatemalan Government,
and a local currency equivalent of US$6.6 in counterpart
contributions from Guatemalan p]~ivate sector institutions. The
financial market development component of the project has two
elements: (1) a loan guarantee fund to encourage lending to small
and medium scale enterprises; and (2) support for financial market
research, development, ~romotion and policy dialogue. The loan
guarantee fund is sUPPol~ed by the equivalent of US$5.5 million in

"USAID/GUatemala, Private Enterprise DeyelQpment: Project
Paper, 1987.
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Isr tunds trom the Quatemalan Govornment, the equivalent of US$5.5
million from participating Guatemalan financial institutions, the
equivalent of US$80,000 in ESF funds tor promotional purposes, and
a USAID grant ot US$50, 000 for technical as.istance and staff
training Gt participating banks. The financial market research,
development, promotion and policy dialogua componont is supported'
by a grant of US$500,000 from USAID and the equivalent ot US$50,000
in EOF funds. Although this project and its financial market
components are not oriented specifically toward rural Guatemala"
it is nonethele.8 worthwhile to analyze these components hriefly
to~ the lessons that they can provide for rural financial market
activ,ities.

8mall and medium scale enterprises have been identified as
lacking access to adequate financial services (e.g., credit)
hecause of a variety of financial market distortions, especially
highly restrictive collateral requirements. A loan guarantee fund
has thus been created to substitute for collateral, with initial
participation by three banks. This fund guarant~es 50 percent of
the principal of qualifying lQans (e.q., betwe~n 2,500 and 100,000
quetzales, w'/',th ono year terms for working capital and up to five
years for capital goods) to eligible small and medium scale
enterprises (e.g., 10 to 100 employees, with certified financial
statements and an acceptable business plan). For the guarantee,
a fee of .5 percent is charged on the outstanding principal of t~e

loan, and there are also certain reporting requirements. However,
the significant burden for participating banks is that ~laims can
only be submitted after a loan is six months overdue and after
collection procedures, including legal action, have been initiate,d.
A~ter approval, 50 percent of the outstanding principal is
reimbursed (and any amounts suDsequently recovered are shared 50 -
50 until the entire princi,al has been recovered). In spite of

USAID/Guatemala's efforts to avoid the problems that have plagued
similar programs in other countries, use of the loan guarantee fund
has been quite limited. Because of the long wait and the high
costs of loan recovery efforts, incentives have not been adequate
for banks to participate actively in the loan guarantee program.
Moreover, collateral requirements may not be the main barrier to
lending, as banks are reported to be willing to circumvent these
requirements when they are in fact eager to make loans to
pa;-:'t '~.cular clients.

The component of the Private Enterprise Development Project
devoted to financial ~arket research, development, promotion and
policy dialogue appears to be a model of what might be accomplished
in pinpointing distortions in rural financial markets and then
addressing these distortions through research and policy dialogue
along with related technical assistance and training. Moreover,
the Guatemalan Financial Chamber, which has been designated as the
counterpart institution for this component of the project, appears
to have the support of the different private sector financial
institutions that is necessary for the diaqnosis of financial
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market distortions and tor policy dialogue that could lead to the
implementation ot appropriate reforms. Nonetheless, it must be
remembered that at least some financial markot distortions are the
result af non-competitive behavior by members of the Guatemalan
Financial Chamber, while members of the Chamber may also benefit
from certain other distortions that stem from inappropriate
financial market policies of the Guatemalan Government.
consequently, this component of the project may have a tendency to
lag or to fail to focus on some of the most significant distortions
unless USAID at times provides leadership to ensure that research
and policy dialogue indeed address some of the more controversial
iRsues in depth. On the other hand, the growing importance of non
regulated financial institutions and the competition they provide
to the members of the Guatemalan Financial Chamber may make the
members particularly interested in research and policy dialogue
leading to pOlicy reforms that enhance the members' ability to
compete on equal terms.
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EXHIBIT A

Individuals .. ,t.arviewed

Individual I Title

Roberto Valladares
Sub-Gerente

Edin H. Velasquez
Sub-Gelrente

Justo Roman Ugart.e
Asistente de Gerencia

Percy Anibal Mc~utt

Director I X' - Departamento
de Estudios Econ6micos

Mario Roberto Oliva
Director I
Departament.o do Cr~dito

Willy Zapat.a Lagast.ume
DiI'ector I
Departament.o de Investigaciones
Agropecuarios e Industriales

SaOl Arriaga Ponce
Director -Departament.o
de Relaciones Publicas

Jorge Castillo Arag6n
Jere - Organismos Financieros
Int.ernacionales

Fernando Fernandez
Jere de Seccion
Cr~dito Bancario

Institution

Banco de Guat.emala

Banco de Guat.emala

Banco de Guatemala

Banco de Guatemala

Banco de Guatemala

Banco de Guat.emala

Banco de Guat.emala

Banco de Guat.emala

Banco de Guat.emala

Gloria Lagast.ume de Arroyave Banco de Guat.emala
Sub-Jere - Seccion Bancaria e

Instituciones Financieras Nacionales

Carlos Villeda
Coordinador - Unidad Ejecut.ora
de Cr'dito Agropecuario
Pr'st.aao BID 529-0C-GU

Banc~,de Guat.emala
, '.

Banco de GuatemalaOscar H. Cord6n
Consultor - Programa de Cr~dito

Agropecuario Pr.stamo BID 529-0C-~U

... y



EXHIBIT A

Individuals Interviewed
(continued)

Individual I Title Institution

Mario Guillermo Pa%
Director (Secci6n de Banca)

Guillermo Rodrigue%
Coordinador Area Comercio Exterior

Juan Osberto Hendez
Economista - Analista

Rodolto Ferber Aguirre
Director Ejecutivo

J. Roderico Rossell
Gerente General

Rodolto Castellanos
Gerente Genera,l

Diego Pulido Arag6n
Gerente

Oscar Sa.i.azar
Subgerente Financiero

Robe'rto Ram1rez
Jete Departamento de Pr6stamos

Arturo Romeo Chavez
Asistente Jefe Depto. de Pr6stamos

Roberto Hazariegos Godoy
Director Consejo de Administraci6n
y Gerente General

Egemberto Alvergue Oliveros
Sub-Gerente General

Rodolfo Granai
Sub-Gerente

Sergio Leal Espinosa
Gerente General

Superintendencia de Bancos

Camara Empresarial de
Guatemala

C~mara Empresarial de
Guatemala

Camara d, ' ndus t. ria de
Guatemala

Financiera :adustrial y
Agropecuario. S.A. (FIASA)

Banco Industrial. S.A.

Banco Industrial. S.A.

Banco Industrial. S.A.

Banco Agr1cola Mercantil

Banco Agr1cola Mercantil

Banco Inmobiliario. S.A.

Banco Granai & Townson. S.A,

Banco Granai & Townson. S.A.
. ",

Banc~ Nacional de Desarrollo
Agricola (BANDESA)



EXHIBIT A

Individuals Interviewed
(cont.inued)

Individual I Title Institution

Oscar Alvarez MarroquLn
Gerente General

and
Presidente

Rafael Viejo RodrLguez
Gerente General

Irene Arroyave G. de Asturias
Jefe del Departamento Financiero

Alfredo Gil Spillari
Gerente

Arturo Aldana
Managing Partner

Banco de la Construcci6n. S.A.

Asociaci6n de Bancos

Banco de Exportaci6n. S.A.

Banco de Occidente

Consejo Nacional del Algod6n

KPMG Peat. Harwick



EXHIBIT B

Geographic Distribution of Banking Offices in GuateDl8.1a
(as of December 31. 1988)

Public Sector Banks Private
Department Guatemala C.H.N. BANDESA BANVI Banks Tolal
Gualemala 4 8 2 5 110 129

El Progreso 1 1 2

Sacalepequez 1 1 3 5

Chimallenango 1 2 1 4

Escuinlla 2 2 3 14 21

Santa Rosa 1 2 2 5

Solola 1 1 1 3

Tolonicap6.n 1 1 2

Quezallenango 1 1 2 1 18 23

Suchitepequez 1 1 ? 7 11

Relalhuleu 2 1 4 7

San Marcos 3 1 3 5 .l:!

Huehuetena.ngo 1 1 3 5

El Quiche 1 1 2 1 5

Baja Verapaz 1 1 2

Alla Verapaz 1 1 3 5 10

El Petttn 2 1 3 1 7

Izabal 2 2 5 9

Zacapa 1 1 1 4 7

Chiquimula.. 1 1 2 3 7

.'
.Jalapa 1 1 1 3

.Jut.iapa -l. .J. ~ -.-§.

Tot.al 31 18 39 6 190 284

1
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EXHIBIT C

Private Banks - Total Banking Offices
(includes 1.eadquart.ers. branches and agencies)

Granai & Townsen

del Agro

Inmobil iar io

del Cafe

del Occidente

del Ejercito

Induslrial

Inter~·.acional

AgrIcola

Hetropolilano

Trabajadores

Lloyds Bank

Guatemala City Other Cities

13 10

8 13

11 5

6 10

6 10

5 10

10 4

10 2

4 8

7 3

6 3

5 3

Total Offices

23

21

16

16

16

15

14

12

12

10

9

8

~: ..~ ..
Construcci6n

del Quetzal

Bank of America

de Exportaci6n

4

4

2

2

..........~~~,~ <, ••,.~•.

2 6

2 6

2

2

Promotor

Tolal

J

105 85

_2
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EXHIBIT D

BALANCE SHEET DATA FOR 20 GUATEMALAN BANKS
(all figures in
thousands of
quelzales as of
Seplember 30, 1989>

Bank Loans
Past-due Allowance for

Loans loan losses Discounts

Allowance for
Past-due losses:

Discounts discounts

~

-----------------------------------------------------------------------------------~----
Agricola Mercanlil 214,113 10,471 993 1,995 1.045 230
Agro 114,092 41.604 1.406 717 451 106
Cafe 102.336 36.697 1.051 7,135 2.338 500
Construccion 71.333 11.671 336 798 1.307 54
E.jercilo 115.954 19.684 1.504 9.003 1.333 314
Banex 90.275 25.468 0 12.174 138 0
Granai & Townsor. 228,193 57.145 979 2,467 1.428 603
Induslrial 390.357 12.051 450 4,916 540 0
Inmobiliario 77.341 64.816 190 2,755 2.950 342
Inlernacional 124.878 30,471 769 2,445 729 40
Melropolilano 117.657 29.428 351 810 1.157 15
Occidenle 356.449 33.011 0 2.986 900 0
Promotor 44,511 121 50 9.328 101 0
Quelzal 56,358 2,530 246 4.604 166 27
Trabajadores 53,557 9.557 1.033 161 1.072 401
Bank of America 35.962 9.089 0 0 0 0
LLoyds 108,446 21.567 98 3.418 0 0
Bandesa 63.929 17.603 7.825 15 3.724 3.724
BANVI 87.596 4.243 420 105 661 114
C.H.N. 167.966 22.527 3.012 4.973 2.466 1.411

Tolal: 20 banks 2.623.305 459.754 20.713 70.627 22.528 7,861
====================================================================================~===
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EXHIBIT 0

BALANCE SHEET DATA FOR 20 GUATEMALAN BANKS
(all fiaures in <continued)
t.housands oC'
quet.zales as .oC Allowance for Interest Receivable
Sept.6mber 30.; 1989) Receivables losses: -------------------

in Foreign receivables in Net loans + Loan Discount
Bank Currency foreign currency discounts Interest Interest
---------~~~---------------------------------------------------------------------
Agricola Mercantil 939 0 227.340 4.123 576
Agro 60 0 155.412 4.627 96
CaCe 713 165 147.503 2.027 31
,Const.ruccion 146 0 84.865 2.665 352
Ejer-cito 33 33 144.155 3.405 822
Banex 1.521 0 129.576 80 4
Granai & Townson 14 0 287.665 3.207 36
Indust.rial 2.990 0 410.406 5.689 27
lnmobiliario 0 0 147.330 1.726 5
lnt.ernacional 166 0 157.902 1.463 110
Met.ropolit.ano 0 0 146.686 8.392 459
Occident.. 4.643 0 397.989 3.831 117
Promot.or 70 0 54.061 50 5
Quet.zal 0 0 65.365 132 2
Trabajadores 0 0 . 62.933 5.794 1.206
Bank of America 0 0 45.051 409 0
LLoyds 0 0 133.335 8a 0
Band.sa 0 0 73.722 14.952 3.464
BAWl 0 0 92.071 5.812 1.261
C.R.N. 6a8 0 194.219 12.164 1.284

Tot.al: 2~:banks 12.005 198 3.159.627 80.658 9.857
.=••••cc.&.~=====================================================================



EXHIBIT 0

TotalOtherDoubtful

Receivables
from Sale
of Assets

BALANCE SHEET DATA FOR 20 GUATEMALAN BANKS
(continued)

Other Asset.s

Total Doubtful OverdraftsBank

(all figures in
t.housands of
quetzales as of
Sept.ember 30. 1989)Other Assets Owned

---~-----------------------------------------------------------------------------------
Agricola Mercantil 127 (7) 706 0 (259) 958 1.405
Agro 529 0 2.460 331 (54) 1.382 4.119
Cafe 517 0 1.607 0 (666) 4.975 5.916
Construccion 933 0 589 3.084 (12) 489 4.150
Ejercito 1.396 (25) 0 10.234 (278) 918 10.874
Ba.nex 0 0 1.162 0 0 611 1.773
Granai & Townson 1.128 193 97 1. 250 (58) 1.206 2.495
Indust.ria.l 0 0 1.539 1.238 0 909 3.686
Inmobiliario 28.156 0 1.208 21.613 0 934 23.755
lnternacional 177 0 37 762 (57) 469 1.211
Metropolilano 75 0 671 2.880 (10) 7.083 10.624
Occidente 219 0 122 895 0 362 1.379
Promotor 0 0 0 0 0 85 85
Quetzal 0 0 0 0 (48) 185 137
Trabajadores n.a n.a 40 5.258 (43) 535 5.790
Bank of America. 0 0 13 1.170 0 848 2.031
LLoyds 0 0 413 5.413 0 61 5.887
Bandesa 4.140 27 0 451 (750) 2.380 2.081
BANVI 297 0 68 624 (46) 24.105 24.751
C.H.N. 2.622 (1640) . 0 2.284 (144) 3.489 5.629

Tot.al: 20 ba.nks 40.316 220 10.732 57,487 (2,425) 5~.984 117.778
=======================================================================================

/-

~

'II'



(a.ll figures in

EXHIBIT 0

BALANCE SHEET DATA r:OR 20 GUATEMALAN BANKS
(continued)

thousands
quet.zales
Sept.ember

Bank

of
as o£ Capital Accounts
30. 1969)-----------------------------------------

Capit.al Capital Retained
St.ock Reserves Earnings Net Worth

Net. Wort.h +
Allowances
£or losses

<;Jo

Agricola Mercantil 5.000 17.157 3.861 26.018 27.241
Agro 10.000 11.276 5.785 27.061 28.573
Ca£e 9.150 2.807 6.641 18.598 20.314
Construccion 9.916 141 3.397 13.454 13.844
Ejercito 9.761 6.949 1.424 18.134 19.985
Banex 7.500 4.715 11.538 23.753 23.753
Granai & Townson 13.000 10.337 4.219 27.556 29.138
Industrial 25.000 19.123 2.862 46.985 47.435
Inlllobiliario 35.000 619 (5063) 35.619 36.151
Int.ernacional 11. 000 5.452 ~.649 19.101 19.910
MetropolitanC? 14.854 885 (362) 15.739 16.105
Occidente 5.000 35.690 13.556 54.446 54.446
Promolor 5.666 21 405 6.092 6.142
Quetzal 5.000 1.150 362 6.512 6.785
Trabajadore~ 21,502 17 (7767) 21.519 22.953
Bank ot America 3.000 2.997 1.001 6.998 6.998
LLoyds 5.220 6.280 5.061 16.561 16.659
Bandesa 22.986 0 (8173) 14.813 26.362

.BANVI 60.293 0 (18732) 41. 561 42.095
C.H.N. 11.533 10.743 4.589 26.865 31.288

Total: 20 banks 290.381 136.559 67.350 467.385 496.177
=========================================================================
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EXHIBIT D

BALANCE SHEET DATA FOR 20 GUATEMALAN BANKS
(all figures in (continued)
t.housands of
quet.zales as of
Sept.ember 30. 1989) Rank by Total

Net loans + Tolal Tolal ----------------------
Bank discounts Deposit.s Assets Loans Asset.s Deposits
-------------------------------------------------------------------------
Agricola Mercantil 227.340 374.078 451.279 4 4 4
Agro 155.412 269.963 342.183 7 6 6
Cafe 147.503 279.914 374.605 9 5 5
Const.ruccion 84.865 137.621 224.192 15 15 13
Ejercito 144.156 191. 499 240.464 11 14 11
Banex 129.576 125.587 252.394 13 13 15
Granai & Townson 287.665 443.971 541.151 3 3 3
Induslr·ial 410.406 613.921 855.436 1 1 1
lnmobiliario 147.330 223.682 324.800 10 7 8
Int.ernac iona.:l 157.902 241.712 294.840 6 9 7
Metropolitano 148.686 194.930 267.361 8 11 10
Occidenle 397.989 5~8.507 752.145 2 2 2
Promo·tor 54.081 83.506 101.071 19 19 17
Quetzal" ".. : 65.385 89.883 107.311 17 18 16
Trabajadores 62.933 72.564 112.030 18 17 19
Bank of America 45.051 70.534 88.355 20 20 20
LLoyds 133.335 174.241 253.996 12 12 12
Bandesa 73.722 133.521 183.905 16 16 14
BANVI 92.071 75.132 294.428 14 10 18
C.H.N. 194.219 217.122 300.964 5 8 9

Total: 20 banks 3.159.627 4.601.888 6.362.910
======================~==================================================



EXHIBIT E

BALANCE SHEET RATIOS FOR 20 GUATEMALAN BANKS
(Percentages as of
September 30. 1989)

Past due loans
and discounts
I Total Loans

Bank and discounts

Allowance for
loan and dis
count losses

I Total Loans
and discounts

Allowance for
loan and dis

count losses !
Past due loans

ana discounts

Past due loans
a."'ld discounts

I Net Worth

~

~

Agricola Mercantil 5.0 0.5 10.6 44.3
Agro 26.8 1.0 3.6 155.4
Ca.fe 26.2 1.1 4.4 209.9
Conslruccion 15.2 0.5 3.0 96.5
E.jerc i t.o 14.4 1.3 8.8 115.9
Banex 19.8 0.0 0.0 107.8
Granai & To~son 20.3 0.5 2.7 212.6
Industr illl . 3.1 0.1 3.6 26.8
Inmobiliario 45.8 0.4 0.8 190.3
Internaciot:lal 19.7 0.5 2.6 163.3
Metropol i".~:ano 20.5 0.2 1.2 194.3
Occidente 8.5 0.0 0.0 62.3
Promotor 0.4 0.1 22.5 3.6
Quetzal 4.1 0.4 10.1 41.4

. Trabajadores 16.5 2.2 13.5 49.4
Bank of America 20.2 0.0 0.0 129.9
LLoyds 16.2 . 0.1 0.5 130.2
Bandesa 25.0 13.5 54.2 144.0
BANVI 5.3 0.6 10.9 11.8
C.H.N. 12.6 2.2 17.7 93.1

Weighted average: 15.1 0.9 6.0 103.2
(all banks)

=================================================================================
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EXHIBIT E

Interest
Receivable I
Total Loans

and discounts

Interest
Receivable I

Net Worth

Interest
Receivable I

Past Due Loans

Total
Allowances

I Net Worth

BALANCE SHEET RATIOS FOR 20 GUATEMALAN BANKS
<continued)

Bank

(Percentages as of
September 30. 1989)Past due loans and

discounts I Net
worth + Allowance

for loan and
discount losses

------------------------------------------------------------------------------------------------
Agricola Mercantil 42.3 4.7 40.8 18.1 2.1
Agro 147.2 5.6 11.2 17.5 3.0
Cafe 192.2 9.2 5.3 11.1 1.4
Conslrucc ion· 93.7 2.9 23.2 22.~ 3.6
Ejercit.o 105.2 10.2 20.1 23.3 2.9
Banex 107.8 0.0 0.3 0.4 0.1
Granai & To~son 201.0 5.7 5.5 11.8 1.1
Industrial·' 26.5 1.0 45.4 12.2 1.4
Inmobi 1 iar.io 187.5 1.5 2.6 4.9 1.2
Internacional 156.7 4.2 5.1 8.3 1.0
Ketropolitano 189.9 2.3 28.9 56.2 6.0
Occidente 62.3 o.t 11.6 7.3 1.0
Promotor 3.6 0.8 24.8 0~9 0.1
Quetzal 39.7 4.2 5.0 2.1 0.2
Trabajadores 46.3 6.7 65.9 32.5 11.'1
Bank of America 129.9 0.0 4.5 5.8 0.9
LLoyds 129.5 0.6 0.4 0.5 0.1
Bandesa. 80.9 78.0 86.4 124.3 22.6
BANVI ~'!..6 1.3 144.2 17.0 7.7
C.H.N. 80.0 16.5 53.8 50.1 6.9

Weighted average: 97.2 6.2 18.8 19.4 2.9
(a.ll banks)

===============================================================================================
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EXHIBIT E

BALANCE: SHEET RATIOS FOR 20 Gl1ATEMALAN BANKS
(cJnlinued>(Percentages as of

September 30. 1989>

Bank

Other Assets
Owned I

Net Worth

Receivables
Sal;e of Other

Assets Owned
I Net Worth

(Past Due Loans +
Interest Receivable +
Other Assets Owned> I

Net worth + llowances

<Past Due Loans + Inler~

receivable + Other asse
owned + Receivables fr
sale of olher assets>
Net Worth + Allowance

Agricola Mercantil 0.5 0.0 60.0 60
Agro 2.0 1.2 165.6 166
Cafe 2.8 0.0 204.8 204
Conslrucclon 6.9 22.9 12~.3 144
EJercllo 7.7 56.4 133.3 184
Banex 0.0 0.0 108.2 108
Granai & Townson 4.1 4.5 216.0 220
Inc!'. ,t rial 0.0 2.6 38.6 41
InmobJ.11arlo 79.0 60.7 270.1 329
Internacional 0.9 4.0 165.6 169
Melropolilano 0.5 18.3 245.3 263
Occidente 0.4 1.6 69.9 71
Promolor 0.0 0.0 4.5 4
Quetzal 0.0 0.0 41.7 41
Traba.]adores 0.0 24.4 76.8 99
Bank of America 0.0 16.7 135.7 152
LLoyds 0.0 32.7 130.0 152
Bandesa 27.9 3.0 166.5 168
BArN I 0.7 1.5 29.. 2 30
C.H.N. 9.8 8.S 131.3 138

Weighted average: 8.6 12.3 123.6 135.
(all banks>

=:===============================================================================================-
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\ ~r'ltl,ol V U.lcu.ntol
tillt.11 ~Inclrlo

1"11•• d. otZI. HI11 ••I
Table Al

_•••........~....._.....•....•....•.•..•......•................•...............

(;It·oorll I~II$ lVII4 lYII~ lYllb lVII1 IYllll
•••..........................•........................•.•..•••.•••............~
AgracuUur. 1~lIb.IlY 1b~2.Ub l:lbb.IIU 'IU41.A!~ IUbU.UU IlJIl.YU

AQrlculturl IJ41.2b 1J41f.9b 'Ib2.'IJ IJ:>J.JJ IIUI.lIu U4.JY
b.nld.rll 2IV.:>:> 24V••Y ~1l~.J~ I/U.tI¥ 2Jll.bY 1/1l•.lI

IJlly, CIZ. V ~'BC' 2b.Utl ~:l.III 111.411 III.bJ IV.lIU 211.2U

Ind. ftlnufaetur.r.& 2bUI.lJ JIII:l.l4 3U~J.)~ 231¥.4~ JU~U.bJ 2J~Y.2~

tonltruce Ion ~n.uu 1~b.Y4 4~II.J3 4:JJ.311 b/3.~:J bU:J.411
Co.trr:ao lOU/.1l1l 2'bl.VY 2212.Y~ 2J/4./J A!:>U4.b~ IlIll.YI:l
IJtrol IVJV.Yl 2~~/.bll IJ4Y.U 14~II.U::l 2UII~.111 14IJ.II:J

lotll Il/u1.IlU IU::lIIO.1l1 8/40.12 Iblb. Yl Y214.::I2 704U.44
Utrol 112U.Y14 81f211.1~2 7./J.Y21 b::lJ~.b::lb lli14.441 112UI.:l44

blltrlbuelon ~orcentual_.•..........~..-_...._-_.__....-....._-..-..._.....-......•..................-
Agncul tura 111.22 15.bl 14.49 13.b7 11.43 11.Y2

Ron cultura 1::I.4U 12.7b 11.02 11.21 Il.b::l 9.UI
&anad.raa 2.~2 2.J6 3.27 2.24 2.57 2.~3

tilly, Caza V ~e5ca u.JU o.~u 0.21 0.22 U.21 0.31

Ind. ftlnufaetureras 2Y.U7 Jo.07 34.Y3 30.45 32.119 33.::11
Construcclon 6.51 6.111 ~.24 5.95 b.11I Il.bu
COllrclo 23.U6 'J.J.27 25.32 31.18 27.01 25.119
lItro5 2'J..21l 24.1/ 2u.01 18.75 22.4'i 2u.01l

lotill lUU.UO lUO.oO IUU.UO lUO.OO lUO.UO Iua.uu

la5a5 d. trecillento
..•......._-_..........__._-........--..._................_---.............-._-
Agncul tura 4.11 -'J.3.J2 -17.t1U 1.111 -'!V.llb

f1qrJ cuHura U.b~ -211.61 -11.34 -b.UtI -'J.U.lltl
banaderu lJ.b4 14•.sY -4U.l'J. J'i.,,1 -2~.JU

~llY, Caza y ~esca lUI.n -b'.811 -Y.YU 11.111 JJ.b't

Ind. ftlnutlctureras 'J.'J..J4 -4.U4 -l4.U4 Jl.~'J. -22.'"
(;onstrucclon ' 'J./.UY -3b,Y::I -1.UII 2b.44 ~.bl

(;DlerUD 22.112 -IO.U I ..B :1.41 -U.'J.'1.
IJtros 31.H:J -31.bl -11l.3b 4b.Ub -J2.22
10tll 21. ::II -l1.JY -U.Ub 21.lb -24.U'f

•••••==========================.==::=========.=======================:
Fu.nte: ~Dletin de ~stadlstlc,S Ilancarlas, IV lrl.lltr. 1'11111.

lndlce Anu~1 de Pretl05 11 Consulldur IYIlII. IN~.

lolll Citra, nOllnales detlat.das en base I l~C de lYU3-UIl.

I
"



~r'lta'OI y U'lCulntol
IICDI. ~r1 VidDS
1"11" de Utzi. HI~1111

Table A2

Citllgoru I¥IIJ IYII4 IY~~ lYtf6 IYlll IYIIII
.......................IlIII..............-.,_..............................................

Agrlculturl 1~0:l.00 1~1I2.Y~ 11/3.~1 lI:.!Y./~ ¥o:>.o:.! :l4l.4b
AQrlCUlturl IlIfJ.Il:l lJO:J.22 I"fl~.~~ Y:lIf.211 b/~.~11 JII/.30

ban.deru 11l:l.J~ UII.II:J A!4~.:l0 I:lJ.YII ~OY.llb 1.1:l.UJ
~llv, C.Zi V ~elti ,::1./11 411.1111 111.24 Ib.4Y IY.U ~:I.IJ

Ind. nanufactureras ~~Jl./O 3104.Y4 2Y/9./11 ~tI.Y •.,6 2Y:J:J.~J 2Ub.bO
(;onstruttlon 4b'f.1l1 :>YIf.21 3bl.311 31Y.79 4J:I.1I0 4J2.J4
COlerCIO IYbO.~1I 241b.ll 2I:J2.1I11 2.'·I1J.III1· :.!1:.!~.bO 1/111.bl
Utros I/J4.1I11 2JO'f.blf 1~~1I.9:> 1~0~.37 t.\~7. 70 IIIlI.9b

.---............."........--........--.........--..--...
Total 8l0/.YII 10UIJ.UI 11241.2~ 721111.76 1I0/Y.b4 b:lIY.911

UIstrlDUtlon ~orcentual
_......._-..---_......_-..._-_.---.......-_...-_........---....._.--.._--..--._.-
Agru:uI tura Ill.S4 15.111 14.,3 15.:>U 11.:.!0 11.110

Agrltultura 1:I.lb IJ.04 11.0b IJ.lb 1I.37 6.2J
banadena l.~b 2.29 2.Y4 2.11 2.bO 2.17

Sllv, Caza y Pesta 0.31 0.4'1 0.22 0.23 0.24 0.40

Ind. nlnutlttureras JO.'I'1. JI.UI Jb.1J JO. :1'1 Jb.~11 J6.bO
Construcclon :>.12 ~.YII 4.39 4.3'1 ~.JY 6.Y~

CDlerclo 2J.1I9 24.13 26.10 JI.61 30.02 lll.M
Utros 21.14 ~J.ol IIf.1 ~ 1/.91 Ib.UO IIf.OO

lotal IOU.OU lUO.OO 10U.00 JOO.OO 100.00 IUO.UO

1••15 de ~retll1entD Nn.,-..--...._-......-...•......•...-....._-_......_-_._-.-_.-......---..._.-.-.._.
AgncuJtura :J.lll -:l~.1111 -J./l -IY.Il'f -JY. :II

Ilgr IcuUura U.1l1l -JU.OY fl. I:.! -:l".~. -42./u
banadena ~J.4~ 'J.'fl -J6.:l0 J6.l'f -.l:l.bb

~lIV, ~aza y ~e5ca llY.bJ -b:l.bll -'i.:JY Ib.llb JO.JY

Ind. ftlnutattureras 22.J~ -4.03 -:l:i.16 32.:14 -'fl..lfl
(;on5trUtCIOn 2/.:14 -3'1.:12 -11.7:J 3b.211 -O./Y
COIl!rCID :.!3.:l4 -IO.YO 7.01 ~.:lll -:l6.~:1

UtrDs 3J.13 -31.64 -1/.3J 4.01 -ll.94
loti! ll.Y9 -17.63 -11.b2 lO.llti -l3.02

==a••=================================================.=========:s=============
FUlntel ~oletln de Estadlstitas ~lncarli5, IV Irlll!stre Ilfllil.

Instltuto National de ~stldlstlca, IndlCI! Anual de Prl!tlos
CIOS al Consulldor. Ilfll~

Nota: Cltrls nDllnales detlatadas en base a IPC de lyaJ-llll.



Table A2 (cont.)

.....•.••..•...•...............•..•. _•...•....••••••...........
I I

Total MUlero Valor Proledio
Destino , Valor 100.0 100.0 Credito
..............................................•..•...••.....•..
Cereales/Leg 241 19762.4 14 .50 7.~O 82.00

Hortalhas 75 2232.9 4.51 0.85 29.77

Fruta. lUI 11412.6 6.08 6.61 112.40

Deb Yhue 820 134178 49.34 50.94 163.63

Plantas Y01eag 97 1157\.9 5.84 4.39 119.30

Plantas Textiles 242 62750.6 14.56 23.82 259.30

Bspeeies 65 0.06 0.02 65.00

OtrOi CultivoB 85 15411.8 5.11 5.85 lSI. 32
•••••....•.......•..........••••••...••..•...•...•.•••••.•.•..•
Agrieultura 1662 263385.2 60.63 73.29 158.47

aanaderia 1007 84479.7 36.74 23.51 83.89

Silvieultura 33 4834 1.20 1.35 146.48

Can 1 Pesea 36 6658.8 I. 31 1.85 184. 97

Otros 14. 7 0.11 0.00 4.90
.............................................

Total 2741 359312.4 100.00 100.00 131.11



Prllt.IOS V URSCulntas
Table A3~lnCDS tltltllil

'nll'l d. IItn. H..11I1

•.•••..............•...........................•..•.....•...•..•............-..
l'i1l3 lYII4 lYII~ I lYllb lYIl7 lY1I1I

Catlvana-..~•.•.....•.........••.......-........•••..•..•......••....•.•.•............•
Avncultura 111.119 b9.11 'i3.~3 -IIU.~O 1~5.0b 'I.Yl.44

AgncuJtura 4/.4~ 44.74 5u.41 -lO~.54 12~.92 241.10
banaderu 34.17 20.b4 42.119 16.YO 28.112 43.'1.7

III!Y, Caza V ~esca 0.30 3.72 0.23 0.14 0.32 1.01

Ind. nanufactureras b3.43 77.21J 73./4 89.52 Y5.14 tl2.63
Conltrucclon 102.19 127.73 95.95 133.bO 137.45 113.14
COlerelo 47.30 45.711 60.U6 70.115 79.oti 41 •.17
OtrDs 20:1.0'1. 241.9Y 17U.11J 122.blJ 72B.17 231. t1~

loti! 4YY.1I2 ~b7.IlO 493.47 328.15 llY4.118 1120.4b

Tasas de CreClllento
.....---.....--.....-..........•.._...-.....-....•......-..__...----...~._.._..
Agncul tura -1.07 2.~6 -14.1U 21./0 18.b4

flqncultura -0.23 l.tl -lb.4b 'I.J.4b 'l.l.lJ~

banadena -Y.1I1 U.42 -3.b2 J.3Y 10.Jb
blIY, ~aza V ~esca I'I..OY -2.'I.U -u.311 O.Y~ 3.30

Ind. nanutactureras -0.0'1. -0.01 1.1'1. -l.Ul O••H
Construcclon -U.4b 2.57 10.b/ -~.1l4 b.4'1.
COlerCIO -0.b2 o./U O.JO O.IY -O.bl
UtrDs -I. :lY 0.0.1 -1.0J 4:l.0~ -lY.:ll
Iota! "0.411 0.24 -1.24 10.YI -I.UI

================================================-==============================
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~rwDtamooo y Uarocuantos
f' 0 r i:. ~1, t. r· iii 1:. C;I ~:ii

i::4Cla. t-'ri Vc1\dc~

(i:.n mIlam dffi UtZG.)
Table A4

---------------~--~-~---------------------------------'1 ~mtano ut.r· C'JElI loti:l!
..._------------"'.._--------..._---------------------,-------

--------------------~--------

1I-11)l)tI
lllC) 1-1 I.lOllU
11lOlll-21111l)t)
211lKll-bUI..)l.H.,l

bUlIlll-1 UlIlllH.I
1OUllC.J1-y "H:H~i

'IO·tiU

UlstrlbuCl0n ~orcentual

" 1
;31.11)
::;'l~ 'J

161:1 /-4

:.u:t!.;':.~

22 ,;!tI:l6

~/b41

eJ:.:!,(,~ t:i
1~9bl)

6:.1.:::14
1/6"'11
~ ].1::1"'1\:;'

2.1tJ 1:111

o:.c!'4-6
16~61.)

61:11.11
1 ",.~ 1\':,:,
~4bll:l

2t)/~b~,

U-IU~,)l,J

lOU1-l0UOO
1 UOU l-:J,UOOlI
~:C,.Ill~1 :l-~:,C.)(JIJO

:'llUUI-IOUUOU
11)l)UI) l-y lIla!5

(,I.I..IU 1. I,(~ 1. :::,"'1
1 • U'7' t',. '..:::.'-1 4. '7'.::,.
1 • \;l'l:J :.:::., U/ :.t.. l.ltJ

b.O'7' ~;,. 1:16 :J. 1::11::1
\;l'.1:I0 / • ~~::J I.'U

~U.'i"'l / I. 1"1 1~.Ub

IIJl). tlU ll,.lU.lJU 11)1).00

"uente: Superlntendencla de Bancos
~~UWA, IV,lrlmestre 1"'Il:Jl:l.



.................
Cutm Cn'IHela
Comll'"o Table ASlral, "had..
AI IlIdltlll
lUlu .1 Qtah,J

.... .,.......................".............................................................................................'
2m CuLral 20u lu, 2m Oee'L Zona h,l. 10" Orlule ToLai

DIIllno • Valor ,. Valor • Valor , Valor , Valor • Valor

................................................".........................................................................
Ceruill/L., m 11411.1 II 1Ua.t It IW,I 11 1121,2 10 17.0 UI II 712.4

MorLailan II 1701.1 m,T '102 ".0 11.5 U m"
I

'ut.. JO .IU .1 14 "'" I' IIn,t n mo" 1020.1 101 If m.•

I•• , hue au 441'0.1 III 41110,1 J04 nyu,. 10 1411, T 12... 110 14lf1

'Iut.. 'Olu, 41 fII'.1 1711 U HZ!. , II 1001,0 ',0 If 11 Ill,' "

Pluta. TuUI•• II 15171.1 10' Ullt U II2fU ',0 0,0 au 51 150.1

IIp.eln &5 0,0 0,0 "
Oh.. Cull h•• II 1317.1 IOU II 1141.1 UU,. II 2U1,. IS II .,1.•
........................................................................................................................

Alrleullm au IlDU.1 ItO mID m 54141.4 .. Jl4ZI.5 U 4141.1 lUI ZU m.1

Ga,,'.rla m IZIU.I lit IUaO.4 Itl 101U.' lot mo.• n IIU•• 1007 14 m.T

IlhleuHm fU,1 m.• n 11If.' IU,I '.0 n UH

Cua r Pma 2Z un 11M 10110t lot Tlo.o II m.•

OhOi 14, , 11,1

......................................................................................................

Total 1151 IIU1I,' an 101m.' It4 71141.1 m 11m•• n '115.' Z741JS1 m.•

'oblacleall ,DOD 1m 1m m m un un lUI 1ZZ1 Itt Itt 1U2 lUI

Cramo/Ca,lh o.n u.n 0.11 lIa.1I 00Z1 13.11 0,17 n,1I 0.0. 1,44 I.U 41.21

A,mla. no no II II U' &I It II II 2Z 112 an

'roll.la/Almla '.It illS." n.n UU.II 10.11 uoa,7Z ',It m,lI J.l1 1OJ.l1 10.41 n 11.15

"tabl.daluto. um nm IUD IUD ml S5DI 1m IItI us us 200n 2DOIS

Cr.t/lltable.h O.Dt n.1I 0.1t n,1I 0.1t n.1I 0,1S 11,1& 0.10 t.U 0.14 If."
...111.1....",.11111111.1111.....11..........1..1111..111...11111,1.110:111Inllllllll..III.............IIIII:.III::II: .lIn.

PI,"l,: hrnlaLn'••rI••, luet., I.ee 10. dl htadlille., \~



~ona Sur
Creditol
Bcol. PrhadoB Table A6
Al 31/dic/88
(Hlles de Quetzalesl

........................."...........................• ~ ....................•...•..•..•....••......, I
Esculntla Santa ROlli Total NUlero Valor Proledio

Dest ino NUlero Valor Nuaero Valor NUlero Valor 100 100 Credlto
•••••••••••••••••••••••••••••••••••••••••••••••••••••• •••••••••••••••••••••• 1•••••••••••••••••••••

Cerealel/Le, 30 3571.0 61.6 35 3632.6 8.97 4.26 103.79

Bortalhas 317.7 0 0.0 317.7 1.03 0.37 79.43

Prutas 11 793.2 3 73.0 14 866,2 3.59 1.02 61. 87

Beb Yhuc 121 23425,9 99 18724.6 220 42150.5 56.41 49.40 191.59 !o....

Plantas YOlea, 7 1716.0 0 0.0 1716 1. 79 2.01 245.14

PlaDtas Textiles 107 35292.4 306.6 108 35599 27.69 41. 72 329.62

Ilpecies 0 0.0 0 0.0 0 0 0.00 0.00 0,00

Otrol Cultivos 1000.0 38.0 2 1038 0.51 1.22 519.00
•••••••••••••••••••••••••••••••••••••••••••••••••••••••••••• v •••••••••••••••••••••••••••••••••••••

"ric-SubTotal : 281 66116,2 109 19203.8 390 85320 63.21 83.37 218.77

aanaderia 177 14030.1 42 2130.3 219 16160.4 35.49 15.19 73,19

Silvicultura 1 361.8 0 0.0 361.8 0.16 0.35 361.80

Can J Pesca 5 338.5 2 155 .0 1 493.5 1.13 0.48 10.50

•••.........••........................•..•..•••.•...........................••..........•.•.•.....

Total 464 80846.6 153 21489.1 617 102335,7 100 100 165,86

Poblacion 49& 496 252 252 748 748

Credito/Capita 0.94 163.00 0.61 85.27 0.82 136.81

',eDcia 21 21 5 2& 26

Credito/A'tncia 22.10 3849.84 30.60 4297.82 23.73 3935.99

BltablecilientoB 1515 1515 565 565 2140 2140

Crdt/Estblt:lts 0.29 51.33 0.27 38.03 0.29 41.82
::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::

Fuente: Superinlendencia de BancoI, Seccion de Betadistica.
,&\



Table A6 (conti)

•••..•....•.....................•.........•...••.•...•........
S S

Total NUlero Valor Proledio
Dutino Nuaero Valor 100 100 Cred ito
••...••...............................................•.......
Cerule./Leg 35 3632,6 8.91 4,26 103,79

Uortalhu 311,7 1.03 0,37 79.43

huhs 14 866,2 3,59 1.02 61.81

Deb Yhue 220 42150,5 58,41 49,40 191.59

Plantas YOleag 1116 1.79 2,01 24'5,14

Plantas Textiles 108 35599 21.69 41.12 329,62

Bspeeies 0 0 0,00 0,00 0,00

Otros Cultivos 2 1038 0,51 1.~2 519,00
••••••...........•.....................•••..•.•••.•••.•.•......
Agric-SubTotal: 390 cl5320 63.21 83,31 218.11

Ganaderia ~19 16160,4 35,49 15,79 13,79

SilviculLura 361.8 0.16 0,35 361.80

Clza ) Pesca 7 493,5 1. 13 0,48 10.50

••••••.•••.....•...•................•.•••.•.••••.•..•••••...•.

Tohl 611 102335.1 100 100 165,86



Zona Norte
Carter. Credltica
BCOB. PrlvadoB Table A7
Al 31/dlc/88

.(Nllel de Quetzalesl
.........••••.....................•...... ~ ................................................•................

Baja Verapu Alta Verapaz Peten habal Total
Destino MUlero Valor NUlero Valor NUlero Valor NUlero Valor NUlero Valor
............................................................................................................
CerealulLeg 0 0.0 150,0 61.5 12 919.1 18 1131.2

Bortaliz&8 0 0.0 3 68.0 0 0.0 0 0,0 68.0

Fruh8 0 0.0 29 3415.2 3.6 2 12.0 32 3430.8

Beb Ybuc 185.6 0 0.0 0 0.0 6 3233.1 10 34 18.1

Plantas YOleag 20.0 11 921.0 0 0.0 3 68,0 21 1009,0

Plantas Textiles 0 0.0 0 0.0 0 0,0 0 0.0 0 0.0

Bspecies 0,0 0 0.0 0 0,0 0 0,0 0.0

Otros Cult ivos 2 444.0 1800,0 0 V,O 2 121.8 2365.8
•.............................................•••••.•.........................•.......••••••••...........•.
Agric-Subtotal: 649.6 51 6354.2 11. I 25 4354.6 89 11429.5

Ganaderia 9.6 13 262,6 34 810.5 59 3188.1 10~ 4330.8

Silvicultun 1.9 2 485.0 17. 3 2 114.9 625.1

C.za , Pesca 0 0.0 0 0.0 0 0.0 2 3.4 3••

.......... __.__.........•......•.........•.•...••...••.....................•••..•..••.•••.•...•............

Total 11 661,1 66 1101.8 41 958.9 88 1661 206 16388.8

PoblacionlJ ,000 110 110 539 539 215 215 297 291 1221 1221

Credito/Capita 0.06 3.92 0.12 13.18 0.19 4.46 0.30 25.19 0.11 13.42

Agencias 2 2 10 10 9 9 28 28

Credito/Agencia 5.50 333.55 6.60 110.18 5.86 136.99 9.18 851. 22 1.36 585.31

BBtableciliento8 134 134 568 568 223 223 451 457 1382 1382

Crdt/BBtabl Clts 0.08 4.98 0.12 12.50 0.18 4.30 0.19 16.16 0.15 11.86
:::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::

fuente: Superintencia de Bancos, Seccion de Estadistica

\~0



Table A7 (cont.)

--------------------~----------~-------------------------~----% "Total Numero Valor Promedio
Destino Numero Valor 100 100 Credito
--------------------------------------------------------------
Cerealeu/Leg 18 '1137.2 20.22 9.95 63.18

Hortalizas 3 68.0 3.37 0.59 22.67

Frutas 32 3430.8 30.96 30.02 107.21

Deb Y Azuc 10 3418.7 11.24 , 29.91 341.87

Plantas Y Oleag 21 1009.0 23.60 8.83 48.05

Plantas Textiles 0 0.0 0.00 0.00 0.00

Especies 0 0.0 0.00 0.00 0.00

Otros Cultivos 5 2365.8 5.62 20.70 473.16
--------------------------------------------------------------
Agric-Subtotal: 89 11429.5 43.20 69.74 128.42

Ganaderia 109 4330.8 52.91 26.43 39.73

Silvicultura 6 625.1 2.91 3.81 104.18

Caza y Pesca 2 3.4 0.97 0.02 1.70

206 163"8.8 100 100



Zona Cenhal
Creditol
Bcol. Prlvadol
Al 31/dic/89 Table A8
(Nilel de Quetzalesl

, , ...............••.•..••.......•...........•••••••.••..•..••....••...•••...•.•......•.••.•...••.•.....•.. -

auateilia Progreso Sacatepequoll Chlilltenango Total
Destino NUlero Valor Nusero Valor Nusero Valor NUlero Valor NUlero Valor
•......•......•..•...............•.......•••.•••............•..................••.•.•..•••.•••.............
Cereaies/Leg 111 11155.0 0 0,0 16.2 10 291.1 124 11462,3,
Uortalhu H 1434. 5 0 0,0 8 181.4 6 85,5 58 1701.4

'ruhl 20 9715.1 0 0,0 20,5 6 81.6 30 9817.2

Beb Yhuc 231 37549.0 1.5 21 1696,8 30 5433, I 283 44680,4

Plantas YOlng 43 7020.3 0 0,0 0 0,0 3 95,9 46 7116,2

Plantas Teltiles 61 15565.6 0 0,0 2 312.5 0 0,0 63 15878,1

Klpecies 0 0.0 0 0,0 0 0,0 0 0,0 0 0

Otros Cultivos 38 5670.4 5 194,1 523,0 0 0,0 51 6387.5
••••....•...•........•........••........••.....•..•......•..••................•....••••.....•.............•
Agric-SubTotal : 548 88109.9 6 195,6 46 2750.4 55 5987,2 655 97043.1

Ganaderia .422 49240,4 12 502,5 11 775.1 17 1638,4 462 52156.4

Silvicultur& 8 593,8 0 130,5 0 0,0 5,3 729,6

Cua J Pesca 22 4375.0 0 0,0 0 0.0 0 0,0 22 4375

Otros 2 14. 7 0,0 0 0.0 0 0,0 14.7
........•..........•.•..••••••...••...•••.•......•..•.•.•.•.•.••..•.•••..•••.•....•..•.•.•

Total 1002 142333.8 19 828,6 51 3525.5 73 7630.9 1151 154318,8

Poblac ion/I, 000 1854 1854 102 102 164 164 298 298 2418 2418

Credito/Capita 0.54 76,71 0.19 8.12 0.35 21.50 0,24 25.61 0.48 63,82

Asenciu 109 109 2 Z 4 120 120

CreditolAgencia 9.19 1305,81 9.50 414.30 11.40 705.10 18,25 1907.73 9.59 1285,99

IltablecilientoB 11245 11245 162 162 435 435 394 394 12236 12236

Crdt/Bstabclts 0.09 12,66 0.12 5.11 0.13 8,10 0.19 19.37 0.09 12.61
:::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::

Fuente: Superintendencia de Bancos, Seccion de Sstadistica.



Table AS ,(cont.)

........_...... ~ .....•...................•....••••............
I I

Total Nuuro Valor Proled io
Dutina NUlero Valor 100,0 100,0 Credito
.....•...................................................•....
Cerealunc. 124 11462,3 18,93 11.81 92,44

Horhlhu 58 1701,4 8,85 1.76 29,33

hut&s 30 9817.2 4.58 10.12 321.24

Beb Yhuc 283 44680.4 43,21 46,04 151,88

Plantas YOleag 46 1116.2 7,02 1. 33 154,70

Planta. Textiles 63 15878,1 9,62 16.36 252,03

BBpecies 0 0 0,00 0.00 0,00

OhOi CuHlvo. 51 6381,5 7,79 6,58 125.25
.................."..............................••.•••.......
Agric-SubTotal: 655 91043,1 56,9i 62.88 148,16

Oanaderia 462 52156,4 40.14 33.80 112.89

SUvicultura 9 729,6 0,78 0.41 81.07

Can, Peac. 22 4315 1.91 2.84 198,86

Otro£ 14. 7 0.26 0,01 4,90
•.•........................•.••••••••...••...

Total 1151 154318.8 100.00 100.00 134,07



Table A9

1"',.1,111."1",,,1,,,1,11,,1.,111,1111111111111111111,11"""1""."1111"1,1,,,,111,,11,1,,1,,111,,,,,

Zona Oriente
Cartara Credltlela
BeOl. Pr1vado8
AI 31/dle/89
(Mile. de Quet~ale81

••••••••••••••••••••••••••••••••••••• 8 ••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••

heapa CbiquilUla Jalapa Jut1apa Total
DesUno MUlero ValJr MUlero Valor NUlero Valor MUlero Valor NUlero Valor
.............•.....•.•.••......•....•.•......•.......•...............,.•..•.•••..•••.•....•.. " ....•....... ~.
Cerealn/Le, 1.3 0 0,0 0 0.0 9 45,7 10 47 I 0

Hortalhu 2 20.5 30.0 0 0,0 2 19.0 69,5

Frutu 1900.5 0 0.0 0 0,0 2 120.0 2020,5

Beb Ybue 134.8 0 0.0 0 0,0 0 0,0 134.8

Plantas YOlea, 0 0.0 0 0,0 6,0 0 0.0 6.0

Plantas TeKtiles 0 0.0 0 0.0 0 0,0 D· 0,0 0 0.0

Elpccies 0 0.0 0 0.0 0 0,0 0 0,0 0 0,0

Otrol Culti vas 11 2471.4 0 0.0 0 0.0 0 0,0 11 2471. 4...~....-............................................. ....•..............•.•................................
Agric-Sublolal 24 4528.5 30 6 13 184.7 39 4749.2

Ganaderia 13 742.7 30.5 6 129,6 11 283.6 33 1186.4

Silvicultura 0 0.0 0 0.0 0 0.0 0 0,0 0 0.0

Cua , Puca 0 0.0 750.0 0 0.0 0 0.0 750,0

•••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••• u •••••••••••••••••••••••••••••••••••

Total 37 5271.2 5 810.5 7 135,6 at 468.3 73 6685.6

Poblacion 297 297 153 153 237 237 177 177 864 864

Credito/Capih 0.12 17.75 0.03 5.30 0.03 0.57 0.14 2.65 0,08 7,74

Agenda 3 3 5 22 22

Credito/Agencia 5.29 753.03 0,11 U5.79 2,33 45.20 4.80 93.66 3,32 303,89

Estableci.ienloB 263 263 156 156 95 95 211 211 725 725

Crdt/E8tablclts 0.14 20.04 0.03 5.20 0,07 1.43 :).11 2,22 0,10 9,22

::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::

Fuer.te: Superintendencia de Bancol,Seccion de Estadistica



Table A9 (cone.)
••••••••••••••••••••••••••••••••••• u ••••••••• u ••••••••••••••••
____________________ M M _

De.tino
TotlAl

Numoro Valor
"Numero

100
"Valor Promedio

100 Credito
----------~--------~-----------------------~-------_.,---------Cereales/Leg

Hortalizas

Frutas

Beb Y Azuc

Plantas Y Oleag

Plantas Textiles

Especies

Otros Cultivos

Agric-SubLotal

Ganaderia

Silvicultura

Caza y Pesca

10

6

9

3

1

a

a

11

39

33

o

1

47.0

69.5

2020.5

134.8

6.0

0.0

0.0

2471.4

4749.2

1186.4

0.0

750.0

25.64

12.8~

7.69

2.56

0.00

0.00

28.21

53.42

45.21

0.00

1. 37

0.99

1.46

42.54

2.84

0.13

0.00

0.00

52.04

71.04

17.75

0.00

11. 22

4.70

13.90

224.50

44.93

6.00

0.00

0.00

224.67

121.77

35.95

0.00

750.00

-------------------------------------------~------------------

Total 73 6685.6 100 100 91.58
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Table AlO (cont. )
_______ ~ ____ M _____ ~~______________ ~_~____ ~ ___ ~ __ M _______ ~ _____

" "'fotal NumeI'o Valor Promedio
Destino Numero Valor 100 100 Credito
-------~------------------~.------~----------------------------Cereales/Leg 64 3483.3 11. 04 6.37 64.61

Ilortal i zas G 76.3 1. 02 0.12 15.2U

Frutas 16 1277.9 3.27 1.97 79.87

Beb Y Azue 304 43793.6 62.17 67.64 144.06

Plantas Y Oleag 22 1724.7 4.60 2.66 78.40

Plantas Textiles 71 11273.6 14.52 17.39 168.78

Espeeies 1 66 0.20 0.10 65.00

Otroa Cu 1 t.i VOH 16 3149.1 3.27 4.86 196.82
--------------------------------------------------------------
Agrle-SubTotal: 489 64843.4 70.46 81.42 132.60

Ganaderia 184 10645.7 26.51 13.37 67.86

Silvieultura 17 3117.5 2.45 3.91 183.38

Caza y Pesea 4 1036.9 0.68 1. 30 259.23

Otros
--------------------------------------------------------------

Total 694 79643.5 10~ 100 114.76



UlltrlbUClon blogratici
U. 101 ~.la05 o. Ulp051to5

Table AllAl Jl/dlC./Ub

(;onlolloaoo 01
)0001 101 ~lnCOI

•..••..•.•.......•.............•....•....••..•...•.........•••..........••.•......•..•.•••...•.••.
II 111 VUtl UI IInorro AI'uzo lotaJ 1'0bJ lCIon flQlnCll1
....•...........••••...••......•••....•......._.............•..........

IUIAL IUI4JJ.0 UlbY:lb.U l:llIUJ.U J14Y4tJ:l.0 1l,1Yb ~bi
•..•.•.•..•......•..........••.•.............••..••..••...•_•...•...•....•..•....•••.•.•..........

U~t'AKIII"~NIU

bUAI~"ALA bUlllb.U lUYUO~b.U IJYUbb,O Ull~O~.O ),/4U 10'/
~L t'KUbK~lIU :1/1.0 2:l1l4.0 0.0 Jl:l:>,O 'IU 'I.
t;AI;Altt'~UU~L bOl4.0 ~OU:>'1.0 :':l.U 2b'fJ:>.0 1:1:> :I
(;H1"ilL I~NIINbU YYU.U JJU3.u 1.0 4J~Il.0 :lYU 4
f.lICUJNILII 104bl.0 321~:>.u 14U.U 4J'IY2.u 4b/ 21 :'
tiANIA HUSA 4'fYb.0 IJlIb.O u:>.U IIIL:>/. U :l4:l ~

tiULULfI 111'/.0 2blb.U U.U 3/'1:>.0 2UI 3
JOIUHICIlt'IIN '14.0 4117.U 0.0 :>Ill.u ~:lll 'I.
(,lUt ItRL ItNANbU l/Ub.O 5b174.U 2b51.0 7bb11l. U 411b 21
IlUCH111:t'fUUH IIYIlJ.o :l44Ilb.0 J/o.u JJIfJY.O Jib 11
RtlRLHUL~U 6:>:>4.0 1011'1,0 140.0 lbUIJ.O 20b 1
IlAN nAHCOIl 3JbO.U 1~012.0 99.U 1:>1171.0 blU 12
HUtHUl:ll:NRNbU 5UJY.0 1'1411.0 7711.0 2~lJ4.0 blu ~

EL UUll;HE Ib2~.0 41111.0 IJ4.0 b:J57.0 4'12 :I
IlAIIA VtKf!I'Al 34/.0 24~4.0 0,0 2/1l.u 161 2
RLIA V~KAPAl YIfUII.O 19'fbll.0 ~b2.0 JUOJII.O ~07 lU
f.L 1'1: r1:.N 3U4J.0 53JO.0 0.0 115/3.0 193 7
JlflllAL bOYO.U lY4Y4.0 6160.0 31/44.0 2/9 y
(;HJYU1P1ULfI 4JIII.O 2U'f40.0 2:Jb.0 25:J14.0 147 7
JALAPR 12JO.0 Y~bll.O 10U.U lUII'I8.0 2:l11 /
JUIIAI'A 3bl~.O 204:1J.0 IJII.O 24220.0 16'1 3
ZAl;APfI JJ4Y.U 2::'11l4.U 11:».0 ~llblll.U JI'f :l

ProlC!dlo J:I:lI'f.7 lUO/bY.4 611bll.J I4JI:l1.4
••==================================c=======:cca=CSDZ:=====aam====================ca==c==.:=======
Fuente: Ilanco ae buatelala.

lN~, buatelala, t'ODlaClon Urbana V HuraJ
~stl.aoa par uepartalento V nunlclploS, 1'111:1-'10.
~uperlntencla oe llanCOS, tIlU~R, IV Irllestre 1'f1l1l.



01mtribUC10n ~wogr~+lC~

Oe low ~~lda~ dm Uwpomltom
t-'crC"Jn 1:; "l\.~I'Ut/l

10\1 :Jl/dl c:. 11:16

Table A1la
(.;Orl 1IlC31 1 daleJl:.> dt:·~

lodom 10$ ~anco5

-~-~----------~--------~---~~--~---~----------------~--~.._------~------

llJ I (·lL lUU 1C)I.) l. C"II.1 11.11,)

l)1::'.1-"(-lk 1(-WII:.I\lILJ
, bUl·\ 11::'./1'1 (.1I .• (-l 1:11 'l:Ib Lf:.~~ l:lb

t::.L. .... liUbt-:l:::.l::ILJ l,.I u l,.I C,)

bf4L;f\ I l::.1-'1:. hll.11:. L. 1 1 '0 1
L;H J.IYlt41. Il::.NI·\J\lbU l,.I 1,,1 U CJ
1::.l:lL;U.lI\III...f.l :I. 1 1..1 1
I:H-\N I (.\ liLI!:j("l .1 1 l,.I :J.

bUt.UI..I\ l) u l) (J

1UILIN.l L;(·\t-'(·\I\I l) u ~,1 C"I

61IJI::~ 11.('''_ II:.NI·W~I·.,U ~::: 'I '..!. :.::'.,,1

l:lU(.;H 1 1l::.""I:,l-JLJI::. L. 1 1 0 1
IiI:. I (.\ '-HI.J U::. \.I 1 l) ~,1 1
l:lHN IYlt~HI~Ul:1 lJ 1 0 1
HUI::'.HUI::. I b.l\lnNbU 1 ] l. 1
l:.l.. I:JIJ1 I..;Hl::. l"I l) 1,,1 (J

1:Cf·l,J ~\ Vt.::,I,«·\I-'n I. lJ U U U
,·\l. 114 Vl:. .~HI-' ,.\ l 1 1 (I 1
1::.1- 1-'1:. I t:.N I) U U I,)

llAJ:;lHL 1 1 .tl· 1
(.;H llJU 1 MlJLr-\ 1 1 I,) 1

'" ''''U~I-'(·\ tI 1I o· C)

!JUI HW(·l l) 1 .... 1
L,I-\(.;I-\I-'f\ (I 1 (,I 1
===~=======~~~~~=======================================================

fuente: ~anco de buatema.la.
lN~. buatemala. Poblaclon Urban. y Rura1
~stlmada por uepartamento y MunlclploID, l~~~-~I"I.

buperlntencla de Bancos, ~~UCR. IV Trlmestre l~~~.



DlltrlbUClun b~DQrltlcl

V. 101 ~lldDI d. VtPO&ltos
Al Jl/dlC,llIb

Conaol1dlldO de
10aOi 10i HanCDS

Table Allb

_ - - , _.....•••..~..••..•....•...................•...- .
AIII Vl&ta VI Ilh0rrD APlaZO lotal
••.•..•.._......•.•••••..•....•.~..•..•...._..

IUIAL 1III , 4J~ l,~lb,Y~b 1~1, IUJ J,14'f,4b.!
•••.••.•..•......•...............•..•..••....•...••.••..............•....

Utt'IlHlllntHIU
bUAlt""L~ btU, lib 1,IIYU,Ulb IJY,Obb l, 111, lUll
HUtHUtltNIlNbU :l,OJY :lb,7/4 0 bl,~IJ

!iUI;HIll:jlI:YUI:~ II,'IIIJ 3:i,lll:l ~:i 41,11,.::0
~IICUINILR 10,4111 ~O,Il:lY ° JI,Ji!b
SANIR HUtlll 4,'fYb 24,411b 740 JO,2l:l IIUIUN1CRIJAN '14 :l~,11l4 7 l:',lll::i
E.L UUJI;Ht l,bll 19,9611 2,b31 24,2l1
JUllAf'A J,blY 19,41' 140 l3,llIb
CHlnRLII:NANbU 9'111 2u,940 II:' 2l,UlJ
SULULR 1,11'f lY,4Y4 J/U lU,YIlJ
~AJA VI:HAt'IiL 341 2u,4~J 0 2u,IfUU
"UETZALltNANbU 17,21b 2,~1l4 lUO IY,YbU
f(1:1 IlLHULI:U 6,5~4 U,l1b 9Y lY,II:lY
AWl VEkAI'AZ Y,IlUII J,JIfJ 6,lbU 19,J:ll
tiRN "AHI;Uli 3,lbU Il,U12 7711 16,5~1J

CHIUUlnULA 4,3JII 10,119 134 14,5/1
EL f'HUbHtl:iU 5/1 9,5bll (/ 10,IJY
UA/lAL b,OYO 2,blb ~:lb 9, un
ZAI;Ilt'A 3,~4'1 4,7£11 U 8,130
JALAPA l,lJO ~,JJU lb2 b,lll:l
SRI;AII:"I:YUI:~ b,U~4 4111 If:! 6,~Yb

EL fll:lcN J,04J 2,4~4 IJ~ ~,bU:l

=====:==:==:============~===:=============.a:=======~:==============_:===

fuente: /lancD de buate,aJa.
IN~, buatelaia, flDbiaCIDn Urbani V kuraJ
~stl.ada por Uepartalento y nunlClplDS, lV~:l·Vu.



UlstrlbuClon beQgr~tlc~

US 10m ~IDldom dW Umpoffiltom
f'or (·\ql,'ml:: 1 i.1,m
IU ..:.~ 11 el1 c: • 11:Ir.:1

Cem Ul t) 1 1 cJ iHJ CI I;H~

'Iedem lo~ ~Qn~o$

Table A12

-------~---------------~---~-~~--~-----~---~-----~-~-~----------------~A la VIsta Va AMDrro
--~---~--~~---~---7-------~-~-----~---------

2~~2.6 ~461.~ b/6.1 l~U~U.l:I

~-----------------------------~------~---~-------~-~-~-------~---------
OJ:. .... ~,-< I f~I"II:.N·1 U

bUH I I:.I"I{-\I_(·\ b'251.9 17.;2•.$9.7 1~10.8 241:11:.$.5
t:.L. f-'HUl.1kl::.bU ~l:lb. b 1:,:~"t~. I) u.() U!ill. b
f::iHL:H I I::. t-'t.::. 1:.1 U1:. L. 1'2C),(~.1:l 'U'Il.1:1 11)."~ ::"~,I:II • I)

CH 11"1HL. It:.NHI\ll:JLl :.:!4'7'.b l::$.i~t:I. l:I J..l::$ 10'7'/.0
E:.~L,;LJlNIL.H ,,~"t1:1. ,,~ 1061.~ .1b. :.:-~ ~1)9'~ • ~
l::lf.lN I ,.) HU~iI·) "t~Y.:J. :'~6.':'\::.'J. 2 1.1.1) .~!.6:·J J•• .t.
bUL.UU~ ~'/'~'. I) 1:I~:2.lJ 0.1.1 1 :4::o~J. I)

I U tUN 1 L;f"'I-~{,U" 4/.1.1 :':::.i~..:.~. b 0.0 :d'7'lI. ~
WUI::.IU\L 1t:."'f'W~I:JU t:$~::.2. I :'Ul).~!,. ~ l~t'"J" 0,::. "::16~i 1 • :"
~UL;H l I t:'.t"l::.l.lLJb., /. 1::116.6 :_~:,~:l6. u .~!,.;~. 6 .:!,Ulf:I • .j
HI::'. 11·~LHUI_l::.IJ '7' ..~,o •..~. 1"~"H;.). 6 :.::u.u :':::'11,.11."1

f::iAN I"lf~HL;L1l:;j ..:.'1..;.~ •.$ l,I)Ol. U 1:1" ..:.\ J...:.~:.:::..~. 6
HIJI:.Hl./1:. I I::'.N(.... I\II:JU 101.1/.1:1 .';:.1::11:1.';:•• I.J' 1::::'::1.6 :',;,0 /+6. I:l •
t:.L IolUll~HI::. ..:.:.;.,;:I.J. I.J "t:::'b.~ :':::6.1:1 J, .;)1.11 • .l.
kl(·\.J (.\ V 1::,K ('l I-'n L. 1 t.::..• ::, 1:':::1:':::.1.1 u.u 1 J,I~::'). b
AL.IH VI::.K(·U...·(·\L "tI:lU.I:I J. '7'"tb. 1:1 :.:!bH~ Stlv.;~. l::I
t:.l_ 1""1::'. I t:.N "I.~,I+. 1 /01. 'f 1.1 " I) 11"'0.1
.1UU:H·)L blb./ :':::J.ob.O 0l:1'+ " I. ..;':~l:..! I. 1 "
L:H J.I:.lU! IYIIJU~ b1b.~ :1."t'-l1 • ,~, ,~.o. 6 .'::,o,(~.tJ,. '7'

,
:' ~

.JHLHI-'H 1/:J.1 1.;:.ob. "t 1 tl •..:.\ 1 :;'~.IO. '7'

..JU I H\t-·(·\ 1:':::1.19. I b1:l1/.1 "~6. IJ I::H)/~ • .~
lAL:{·)I-·f\ b6'7'.1:1 bO ..:\tJ. 1:1 1/.0 :;,/ .., : p

~ ..1"

PromecJlo 86/.u 2t:J1:lI:I.4 110.:2 ~,I:I / (J. '1

~uente: ~anco de l:Juatemala.
IN~, buatemala, ~oblaclon Urbana y Hural
~stlmada per Departamento y Munlcipl0S, lY8b-~U.

~uperlntencla de Bancos, ~~UL;A, lV 'Irimestra l'7'I:l~.



IJ 1 t4 t,. 1 b 1.1 r.:; 1 t':)Fl bf,U;Il,;W ~'\ l' 1 c: ill

IJ~ !O~ ~~ldDW ~W umpowltoW
t-'wr L;ii\P:I. t t:l\
IoU ~11 d 11:, • 1l:lt:,

l;onmrJ.11 a/l,ulo c:ll!!
1edom .1 ow l:Il!\nc~oS!l

Table Al3

-----~~-------------------------------~----------------- t _

A 1& Vl~t~ Urn Mhorro Iota!

-~_.-----------------~-----------""-----------
'I. H. 'f ,,,H'I/I • '.",;

IJI::.""MI-{ IHMt:,N'l U
bUA II::.I"I(',~LJ.\ :~,ltl.l. :2 101:1 1 • :,~, 'I'i.6 :J ~:::Jl. C)

I:.L t-'kUI.:JHl::.l:lLJ b. !:'J '/~ .t~ u.o : 'I ' I ".
..1.1 ... " ' ..''''.,........

~~~t.:14 11::....'l:.l:JlJl:.1.. ,.;!.1::J.9 1 ,~,ll,. 6 o. ":!' l. 1,1•• 1::1

L;H 11"If~L"1 I::.NI·)NI.:IIJ ;:;,\ .:;~ 11 • .t~ 0.1..1 1 Al • "I ,

i::.l::lL;U! N I U\ ~~:.:::. J.~ '1C).~ 1.6 '7 l l. :..::
I:U-)N II·) HUl:;I,) :t.U.6 04 • .tl u. 'I, I::',. 'I
bUL.IJI."H b.I,1 1~.Y u.u :L1:i • ,.'!. ,
I U IUN J. L; I-)I-'I·) fit u. 'I 1.'7 0.1..1 ~~I • :;:,

1:.11./1:'.1 "fo'i•• 1b.J'.1f1l'~bU '.~I to). ~:, 110. H :'.:'. ,+ 1 ::,1 • I:J
l:lUL;Hl I t::t-'l::.lJUt:,l, ~~~I::I.AI II. ::~ J • ~.~ ]. U ... J, "
1"<1:.1 fU••HULI:'.1J ..:!tl • 1::1 4'7.1 1..1.1 1::1 I .0 (t
tmN 1"1~~Ht.:U!::l 61t~ '1 '7. I I). ~:~ ;..~~',. () (

HLII::.HUI::. I I::.I'M,W·\I:JU I::J. ,;!' ..H. I::! 1 •..1, tll."+
I::.L UU.lL;HI::. ..::, ..~~ '-1.1 I). '..:. 1.;:,. ~

l:!t·lJ fol vt:. t't·\I-'(.l L ~:. :e::: 10. 1 u.u 1/. ~ ,.
I-)L 11-\ VI::. t-m I-' i·\ L. 1'7' •.;.\ ~\'i • .t~ IJ. :::, ::J'"I.~

t:.L "'t::.II::.N 10.1::1 '..L1.o u.1,) 4,~·. "+
.1 .l I-tI::i'·)L 21.1::1 0"1."1 ~:'..t:.. 1 1.1,';;'.1::1

l.;H.1 ~u .lIYIULf·~ '..t.'7. Lj. Ilf,'..t.. LJ· 1. I l/:1.b
J/·)LHt-'I-\ t;,. ":1 4:L.O tl. ":1 4/.1::1
JtJ I H\...·(.\ 21. b 1'..L1.1.1 u.t:f 14.1. :1
ll-\L;I~t-'I·) HI.:;' 11::1."1 lI •.~ 1:1'-1 • 'I ..
,"'romeo 1 0 33.0 11)1.5 l::.'ll 1.59.9w. '.'
===============~=======================================================

fouente: l::I,,;,nce df::? t,:;l..latemal a.
IN~~ buatemaJ&, ~Ob.laClon Urban~ ~ Hura.1
~stlmaoa per Uepartamento y Munlclpl0S~ 1~8b-90.

Superlntencla de l::Ianco$, I::.~UGA,IV lrlmestre 1YI::I~.
I



INTEGRACION Dn LA CARTERA DE DEPOSITOS

AL 10 NOYIEMBRE/89
(en miles de Q)

l~o. AGENCIA

01 ANTIGUA
\,j 02, BARBERENA

, 03 JALAPA
04 JUTIAPA

!, I~ 05 GUASTATOYA
06 ZACAPA

, !\ .07 CHIQL1IMULA
. 08. ESQUIPULAS

09 ,PUERTO BARRIOS
:: ~ 10 SALAMA
I" 11 PANZOS
I' 12 COBAN
: 13 ESCUINTLA

, l', 15 CHIQUIMULILLA
16 F.B. DE LAS CASAS

ii, 17 I SANTA ELENA PETEN I

" 18 'CHIMALTENANGO
" 19 LA NUEVA CONCEPCION
il. 20 MELCHOR DE MENCOS,
,'" 21! 1OTONICAPAN
.. 22 SOLOLA
, , 23 SAN ~lARCOS

24 EL TUMBADOR
, 25 MALJ\CATAN

, 26' COATEPEQUE
'~:', 27 RETALHULEU
') 28 MAZATENANGO

30 LA MAQUINA
':' 31 EL QUICHE
-': 32 HUEHUETENANOO

,\' 33, LA REFORMA
'! J 34, QUETZALTENANGO
-,1 36" MORALES IZABAL
~ 37 ASUNCION MITA

~ ','. 38,~' PATZUN CHIMALTENANGO
-, 1 39 POPTUN PET£N

.': ~O " PLAYA GRANDE IXCAN
;~\: ~1',' LA DEMOCRAClA HUEHUET.
4:

rOTALES:

f ,., .... ,
.',' ,,'

Guatemala 17 noviembre 1989

M 0 NET A RIO S AHORROS
No. CTAS MONTO No. CTAS MONTO

128 142.2 77& , 10e.2
181 347.0 2220 )' 4,627.7
153 191,6 2334 3,165.1

I 143 1511.5 ~" 2639 2,e9fJ.O
171 372.0 2441 4,442.1

; 120 264.5 1152 L068.7
j 127 231. 3 820 1,094.0
; ,141 466.2 1175 • 1,833.0
\ 198 359.3 , 2984 ." 4,463.7

\/545.2 ' .
'/' 3,631.1' 240 r ~ 3048

94 182.0 646 375.1
269 307.2 1676 760.0

1,112 • 235.9 ... 409 ' 354.5
3411 567.1 ~' 2568 2,457.9
164 • 370.7 ',' 725 409.7

, 319'" 431.1 549 39&.5•
3491' I'~ 1,279.7 1°'~3203 2,568.9
160 • 667.8 . ,1431 2,074.1/I'

95 237.8 583 415.7
109 234.7 881 734.5

'195 302.9 1054 1.456.3
137 70.8 ",936 971.2

, 77 173.4 740 503.14
,160 ~ 581.° lObO (j09.4

94 87.6 724 1,011.4
'153 338.2 . 918 627.2
157 64.9 483 242.2

72 134.9 849 631.&
'245 ~'641.4 1973 2,480.0
199 189.1 1060 1,884.8

• 578" .... 1~136. ° '''901 . 462.9. .
.398 ;1' 203.4 377 • 539.6

201 73.9 2519 5r 3,45Ll
288 ~. 1~063. 8 f 3889 "8,092.5

," 86 206.0 , 846 938.2
245 382.8 1211 1,071.9

~ 140 199.5 :! 507 i I 136.9
78 40.9 ': 251 ' 141. 2

7117 14,083.5 52957 64,531.9

==~=~=========================~=========================

.. IJ" •

;'" :.SECCION DE OPERACIONES BANCARIAS Y AGENCIAS



lHTEGRACION DE LA CARTERA DE DEPQSITOS
ARO 1988

(En miles de Q.) ..........J
\.,.

~o AGENCIA MONETARIOS AHORROS
N° CTAS MONTO ' N° CTAS MONTO

01 Antigua Guatemala. Sac. 110 891.8 757 5.256.0
02 Barberena, Stat Rosa 134 2.759.0 3156 "35,789.0
03 Jalapa 116 1.079.4 2144 26.175.5
04 Jutiapa 113 4.193.9 2274 23,958.9
05 Guastatoya. E1 Progreso 160 3.279.9 ' , 2222 )1'34,706.1
06 Zacapa 120 3.789.5 1120 9,806.2
07 Chiquimula 121 2,474.7 764 6,937.8
08 Esquipulas, Chiquimu1a 115 2.443.9 .,'. 1063 13,352.9
09 Puerto Barrios 167 2.535.9 2886 37,113.5
10 Salam4, B.V. 192 5.802.2 2922 'v34,595.5
11 Panz6s, A.V. 85 3.229.1 594 4,342.0
12 Cob4n, A.V. 267 4.063.8 1688 . 7,109.4
13 Escuintla 95 1.371.0 472 2,557.7
15 Chiquimu1111a. Stat Rosa 1302 5,589.4 2428 22,856.3
16 Fray Bartolome de las Casas 132 4,.100.9 682 3.452.8
17 Santa Elena, Peten .274 6,225.1 471 3.468.7
18 Chimaltenango -324 12,117.9 . 3100 '35,417.4
19 Nva. Concepci6n. Escuintla 132 4,660.6 1282 17.641. 5
20 Melcnpr de Mencos. Peten 74 1,655.3 525 3,782.8
21 Totonicap4n 92 1,332.3 828 7.421.7
22 So'~ol~ 180 3,173.1 998 12.403.2
23 San Marcos 127 1.100.7 890 6.927.4
24 E1 Tumbador, San Marcos 64 1,628.1 696 4.754.3
25 Malacat~n. San Marcos 138 3,634.7 '" 1058 6.012.6
26 Coatepeque. Quetz. 87 6,549.9 682 7.291. 5
27 Retalhuleu 138 3,152.3 :' 875 5.705.9
28 Mazatenango, Such. 139 1,034.2 477 2.485.3
30 La Maquina, Cuyotenango. Such. 61 3,050.7 765 7.178.4
31 £1 Quiche 202 3,926.3 1875 20.820.5
32 Huehuetenango 175 1.255.3 991 15.754.3
33 La Reforma, Guatemala '547 7.663.6 893 3.578.5
34 Quetzaltenango '375 5.279.0 343 2.352.6
36 Morales. Izaba1 200 5.290.2 2674 27.806.1
37 Asunci6n Mita, Jutiapa 258 13.422.7 3328 .. 56.957.7
38 Patzan, Chimaltenango 74 1.881.6 767 7.811.1
39 poptan, Peten 206 3,598.1 . 1131 9,716.7
40 Playa Grande. Quiche 95 1,084.7 487 1,489.6
41 La Democrar.ia, Huehuetenango 42 858.2 91 479.6

TOTALES: 6233 141,179.0 50399 535,267.0
1:1:11111: ========= .1:1:=== ===-======

Guatemala. noviembre de 1989.
OPERACIONES BANCARIAS YAGENCIAS

'1$1



IN'J'EGRACION DE LA CAf<Tr:HA Dr: Dl~POSI'I'OS

Af)O J.907
(011 mHotJ <.Iu Q)

No. AGENCIA MONETARIOS AHORIWS

No. CTAS MONTO No. C'I'AS MONTO

01 ANTIGUA GUATEMALA 74 117.0, 719 424.5
02 DAH13L:Rr;NA 122 2'/li.l 30110 3,310.3
03 JALAPA 103 10!).ti 2153 2,55&.0

.04 JUTIAPA 91 222.6 2015 2,1211.2
05 GUASTATOYA 149 421•• 7 2048 2.085.9
06 ZACA'PA 115 215.5 1103 1. 027.3
07 CHIQUIMULA 97 99.1 742 614.5
08 ESQUIPULAS 91 113.4 1003 1. 355.1
09 PUERTO BARRIOS 155 240.7 2876 3,593.5
10 SALAMA 155 379.7 2782 3,018.6
11 PANZOS 64 251.4 577 465.5
12 COBAN 211 1,008.0 1727 718.2
13 ESCUINTLA 88 124.6 473 304.7
15 CHIQUIMULILLA 280 11'/0.3 2282 2,115.5
16 F.B. DL LAS CASAS 126 351. 3 642 273.3
17 SANTA ELENA PETEN 221 346.5 363 222.2
18 CHIMALTENANGO 279 1,564.8 2807 2,847.2
19 LA NUr:VA CONCEPCION 126 506.'1 1212 1,629.8
20 MELCHOR DE MENCOS 63 132.5 455 279.9
21 TOTONICAPAN 79 135.9 778 514.7
22 SOLOLA . 162 278.0 907 1,024.5
23 SAN MARCOS 106 56.0 807 588;0
24 EL TUMBADOR 56 203.8 677 439.6
25 MALACATAN 138 229.9 1032 752.2
26 COA TEPEQUr. 81 254.9 670 544.5
2'1 HLTALIJUI.J;U 121 178.'1 030 IIBII.l

28 MAZATENANGO 148 171.7 467 190.0
30 LA MAQUINA 44 191.3 739 482.1
31 EL QUICHE 185 284.2 1818 1,783.3
32 11 UEH UI;'l'I.:N ANGO 175 131. 11 9511 1,293.2
33 LA REFORMA 569 906.9 917 203.2
34 QUETZALTENANGO 558 165.6 317 203.2
36 MORALES lZABAL 186 766.2 2180 2,692.2
37 ASUNCION MITA 214 1,327.6 2956. 4,457.7
38 PATZUN 67 177.4 719 650.7
39 POPTUN PETEN 170 372.7 1059 804.0
40 PLAYA GRANDE 44 48.1 444 124.3

"
, TOTALES: 5713 12,838.6 47306 47,155.5

Guatemala, noviembre 17 de 1989.

SECCION DE OPERACIONES BANCARIAS Y AGENCIAS



~GBA'ION DE LA CARTERA DE DEPOSITOS
A~O 1986

(En miles de Q.)

N° AGENCIA MONETARIOS AHORROS
N° CTAS MONTO N° CTAS MONTO

01 Antigua Guatemala, Sac. 57 80.2 705 346.9
02 Barberena, Sta. Rosa 107 374.2 2971 2,569.9
03 Jalapa 92 131.3 2205 2.408.9
04 Jutiapa 88 142.9 1992 1.837.~

05 Guastatoya, El Progreso 154 548.7 1927 2,396.4
06 Zacapa 112 123.8 1127 970.6
07 Chiquimula 94 83.8 731 506.2
08 Esquipulas, Chiqu1mu1a 83 158.4 978 1,270.6
09 Puerto Barrios 143 244.1 2895 3,202.8
10 Salam4, S.V. 115 347.0 2603 2,360.1
11 Panz6s, A.V. 63 192.2 598 349.2
12 Cob4n, A.V. 211 364.1 1779 728.1
13 Escuintla 75 82.6 507 194.7
15 Ch1qu1mulilla, Sta. Rosa 78 593.1 2294 1,822.4
16 Fray Bartolome de las Casas 119 386.8 635 300.9
17 Santa Elena, Peten 189 183.9 339 191.4
18 Chimaltenango 249 808.6 2672 2,372.7
19 Nva. Concepcion, Escuintla 112 288.0 1142 1,345.3
20 Melchor de Mencos, Peten 58 101. 7 439 290.6
21 Toton1cap~n 84 90.5 841 469.3
22 501016 144 184.8 874 851.2
23 San Marcos 115 71.6 806 483.5
24 El Tumbador, San Marcos 54 261.7 669 449.8
25 Malacat4n, San Marcos 138 204.8 1050 462.7
26 Coatepeque, Quetz. 67 147.0 717 415.1
27 Reta1hu1eu 119 228.9 832 458.7
28 Mazatenango, Such. 137 135.5 484 174.4
30 la M4quina, Cuyotenango, Such. 45 136.5 733 490.2
31 El Quiche 182 310.5 1847 1,590.8
32 Huehuetenango 184 289.4 954 1,298.4
33 la Reforma, Guatemala 563 1,123.1 978 1,527.2
34 Quetzaltenango 341 208.4 310 172,7
36 Morales, Izaba1 251 1,011.3 2079 2,113.8
37 Asuncion Mita, Jutiapa 162 858.8 2709 3,476.1
38 Patzan, Chimaltenango 53 247.0 719 612.3
39 Poptun, Peten 157 362.6 1021 744.7
40 Playa Grande, Quiche 28 44.7 410 101.7

TOTAlES: 5464 11,153.0 46570 41,358.5==== a=r====== ••==== =========



INTEGRACIO~I...Q.tLA CARTERA DE DEPO~l!.Ql

ARO 1985
.. (En miles de Q.)

N° AGENCIA MONETARIOS P.HORROS
N° CT~ MONTO N° CTA§. MONTO

01 Antigua Guatemala, Sac. 49 169.6 737 311.4
02 Barberena, Sta. Rosa 96 189.1 2567 1,810.8
03 Jalapa 89 68.4 2314 2,021,4
04 Jutiapa 82 193.5 1888 1,470.5
05 Guastatoya, El Progreso 138 610.6 1751 1,880.9
06 Zacapa 101 163.2 1116 776.1
07 Chiquimula 82 128.1 742 397.6
08 Esquipu1as, Chiquimu1a 69 109.5 936 1,022.0
U9 Puerto Barrios 156 259.7 2942 2,659.7
10 Sa lam4, B.V• 110 186.3 2482 1,888.5
11 Panz6s, A.V. 51 156.5 558· 174.1
12 Cob4n, A.V. 258 309.0 1814 643.3
13 Escuint1a 73 56.7 545 566.8
15 Chiquimulilla, Sta. Rosa 348 645.7 ,2227 1,534.0
16 Fray Bartolome de las Casas 103 226.8 616 227.6
17 Santa Elena, Peten 166 170.7 318 134.0
18 Chimaltenango 228 1,151.4 2549 1,908.7
19 Nva. Concepci6n, Escuintla 112 343.5 1035 825.6
20 Melchor de Mencos, Peten 55 192.6 471 251.2
21 Totonicapan 80 87.1 921 445.4
22 Solola 128 175.2 834. 687.2
23 San Marcos 114 56.1 817 348.4
24 E1 Tumbador, San Marcos 49 180.7 644 354.0
25 Malacatan, San Marcos 114 400.7 1041 419.1
26 Coatepeque, Quetz. 74 132.7 731 320.3
27 Retalhu1eu 105 265.9 854 1,260.6
28 Mazatenango, Such. 132 49.6 497 168.2
30 La Maquina, Cuyotenango, Such. 39 120.0 716 376.8
31 El Quiche 167 409.7 ' 1865 1,228.4
32 Huehuetenango 180 195.2 931 1,038.3
33 La Reforma, Guatemala 874 1,138.7 839 746.0
34 Quetzal tenango 303 173.4 310 111.6
36 Morales, Izabal 245 715.4 1852 1,576.2
37 Asuncion Mita, Jutiapa 141 749.0 2391 1,480.6
38 .Patzun, Chimaltenango 42 159.2 714 368.1
39 Poptun, Peten 151 283.2 963 699.1
40 Playa Grande, Quiche 17 9.6 387 88.8

rOTALES: 5321 10,632.3 44915 33.221.~
.11111111 .111====== ===::= ====._===

~~:t:mala, noviembre de 1989.

IPERACIONES BANCARIAS YAGENCIAS.


