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General Data of Guatemala 1

 DISTRIBUTION OF INCOME
Lowest |27 20% |37 20% (4™ 20% |Highest |Highest
20% 20% 10%
2.1 5.8 10.5 18.6 63.0 46.6

Source: WB Dev. Report 98/99




General Data of Guatemala 2
e GINI Index

s
Costa Rica | El Salvador | Guatemala | Honduras | Nicaragua
47.0 49.9 59.6 53.7 50.3

Source: WB Development Report 1998/99.



Country Male Female
Costa Rica |5% 3%

El Salvador | 27% 30%
Guatemala | 38% 51%
Honduras |27% 2'7%
Nicaragua |35% 33%

World Bank Dev. Report 1998/99.

General Data of Guatemala 3
e Adult Illiteracy Rate



General Data of Guatemala 3

 Malnutrition 1n Selected Countries

Country Severe Total
Guatemala 98/99 | 21.2 46.4
Hait1 94/95 14.9 31.9
Nicaragua 98 9.2 24.9
Peru 96 8.0 25.8
IBoliVia 98 9.4 26.8

Source: Guatemala, Encuesta Nacional de Salud Materno Infantil 1998/99.



Definitions Used In the Survey

— Micro Enterprise:
Between 1 and 5 Employees
— Micro Enterprise under Expansion:
Between 6 and 10 Employees
— Small Business:
Between 11and 20 Employees



Percentage of Businesses by Number of
Employees
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OWNERSHIPOF THE BUSINESSESS BY
GENDER: 741,168 MICRO & SMALL BUS.
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OWNERSHIP OF THE BUSINESS — Urban
Vs Rural
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Size of Business by Gender

67%

B Micro

[ Expan. -

[ Small

MALE I

13%

B Micro
[ Expan.
[ Small

FEMALE I




Type of Activity By Gender
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Employment Generation
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Businesses Age By Size
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Age of Owners and Managers of SMBs
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Level of Education of SMB Owners (%)
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Time of Residence in Same Place (%)
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Financial Intermediaries
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Loan Size by Business Size
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Loans and TA?
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Salary of Permanent Employees by
Gender-

D
Salario Empleados
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Average Monthly Salary By Gender
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Years Involved in Economic
Activity by Gender-

Tiempo de Estar en la Actividad Tiempo de Estar en la Actividad
-Hombres- -Mujeres-
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Las empresas de las mujeres fueron constituidas en
anos mas recientes que las de los hombres.



40
35
307
251
20
15-
10-

Sales Volume of Business by

0-1,000 1,001 -5,000 5,001 - 10,001 - 25,001 - 50,001 -
10,000 25,000 50,000 100,000

B Masculino [] Femenino

100,001 -
500,000

500,001 - Mas de
1,000,000 1,000,000

Gender

-




Reasons for Business Failures

D
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16%
7%
° 99, 16%
B No existia mercado [0 Mucha competencia

@ Mala situacion econdmica [ Problemas con empleados
@ Muerte socio/prop B Otros




Assistance Need for Surviving

-
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Why Didn’t You Participate in
IA & Training Programs’

—
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[0 No existen programas
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What are the Lessons Learned?
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Vision Statement

Q@ A significant number of micro enterprises at
the national level have access to full financial. s
services, through a network of profitable

intermediaries (PVOs, cooperatives and
banks).
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Main Objectives of the Strategy

@ Improve access to financial services for
micro and small business. o

@ Improve financial deepening by
strengthening and expanding an
institutional system to increase the
outreach of the financial intermediaries in
a profitable manner.

@ Encourage the regulatory authorities to
establish a microfinance regulatory

framework to promote savings
mobilization. 3 5

@ Improve the policy environment for
micro and small businesses
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Market Size

@ Approximately 741,000 micro and
small businesses employ about 60%
of the EAP.

12/30/2004
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Intermediaries

@ About 400 PVOs, 30 provide financial
services. To ensure adequate coverage,
USAID will work with approximately 6 P\ s

& 1 Very Good PVO (creating a bank). i -
® 2 Good PVOs.
> 4 or 5 PVOs with good potential. Ut ke

@ FENACOAC: 31 affiliated cooperatives will i i S
207,714 associates. T e

@ Thirty four banks

> Work with 4-5 four (BANRURAL, BANCAFE,
Banco Empresarial and, BANCASOL) banks. 3 7




¥

Micro Enterprise Clients;
@ Mostly informally organized and family
owned, or a cooperative business. . |
@ Owned and managed by people broadly &
categorized as the working poor including
Mayan women, returnees, demobilized ex-
combatants and internal displaced persons.

*."1%""- LN
St S i

Q@ Persons having low incomes and little

education.
@ Limited or no access to commercial credit.

@ USAID’s Policy: Women entrepreneurs will
receive at least fifty percent (50%) of all

loans.
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PVO Issues (PVOs)

%4Small number of clients and portfolio. 7

L#Inadequate financial policies and interest rz 4':
ceilings. R\

—

Z&High administrative costs. L ' A
Lk ack adequate management and technical staff.

L&Weak controls and inadequate reporting
systems.

L4Limited access to commercial source of funding.

Z4Unregulated intermediary (Cannot mobilize 3 9
resources)



FENACOAC Issues

L4Require additional
institutional development.

L#Inadequate loan
methodology for micro
lending.

LkExcessive liquidity not used
for productive purposes.

L& imited Geographic Coverage

40



Commercial Bank Issues

LkLack of knowledge of
micro and rural
enterprises.

LkPerceived as a high risk
sector.

LkInadequate methodology
for financial deepening.

L&Corporate culture.

41



Micro Enterprise Issues

L4 Limited access to commercial credit at
competitive rates due to inadequate
guarantees.

ZkInadequate marketing information and
business linkages.

zkInadequate access to good quality inputs
in the process of production.

4 Lack of management sKkills.

vk Lack of legal knowledge to deal with the
GOG in areas that involve taxes, labor
and legal registration procedures.

42



Components of the Strategy




PV O Proposed Activities

@ CAMEL Assessment to determine institutiona
development and financial needs.

@ TA for Financial Restructuring
© Strategic Plans
© Adjustment of Financial Policies
© Training of Personnel
< Standardized Accounting System
© Standardized Financial and Mgt Indicators

@ Rating system and self-regulation
@ Credit Bureau 44



PVO Proposed Activities

@ Incentive Fund
© Interest Rate Structure
© Fiduciary Agreement

Q@ GENESIS Transition
Process

@ New Financial Products

& Savings Instruments
® Credit/Debit Card ’
v

-



Proposed Cooperative Activities

Q@ Observations Trips

@ Financial Restructuring
@ TA in Loan Methodology
@ Product Development

@ Strengthen Supervision
Capabilities ’




Proposed Commercial Bank

Activities
@ Observation Trips —
@ TA in Loan Methodology
@ Senior Management Support
for Strategy
@ Product Development

© No Brand Credit Card
& Smart Card
& Savings Mobilization

© Guarantee Agreements

® Financial Deepening 4 7
© Commercial Linkages PVOs ,



Other Proposed

Activities .
@ Micro Finance

Regulatory Framework

@ Legal Issues & Financial
Repression

Q@ Studies & Research
@ Non Financial Services
@ Donor Coordination
48




Regulatory & GOG
Authorities

@ Observation Trips

@ TA to Design Prudential
Supervision Norms and
Manuals

@ Training of
Personnel(Bolivia and
Peru)

@ Regulatory Framework

@ Limited budget support for
opening of specialized
division ’




Legal Issues & Financial

Q@ Registration process of the Repression
loan vs. title of assets used as -@sb
collateral. Y

i
QT.A. to improve efficiency of m 11 ! 2\
public registry.

Q@ T.A. to improve mechanism
of collateral recovery.

@ Taxes

@ Financial Repression (Interest 5()
Rate Ceilings). (9



Studies & Research

@ Microenterprise Study
@ Impact Studies

@ BANRURALS Role

Q@ Policy Issues

@ Supporting Policy Agenda
for the new Vice Ministry of
Small Business. ’




Non-Financial Services

@ Technical Assistance to
Trainers

@ Marketing & E-
Commerce

= Electronic Catalog

< Purchasing and selling of
inputs and final products

© Market Research ’ 5 2



Donor
Coordination

@ Quarterly Meetings

@ Coordinated Financial
Policies (Some issues
with European
Community).

@ Coordinated support for
Microfinance
Regulatory Framework 53




Expected Results

30,000 additional active clients - %
@ 10,000 new jobs
© 6 financially sustainable PVOs Z/4

@ Microfinance Regulatory Framework &
Legislation

@ FENACOAC Lending to PVOs

@ FENACOAC Affiliates with specialized
microfinance programs and products

@4 banks with specialized microfinance
programs and products

@ Training Programs for Micro Enterprises
@ E-Commerce Programs

54



THE END

e

THANK YOU VERY MUCH FOR
YOUR INTEREST!
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