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I. Introduction

ciety, with the help of the international com-

munity, have made an effort to achieve peace
agreements that orient the country towards sustained
economic growth. This makes Guatemala an ex-
cellent option for foreign investment in Central
America. It is critical to stop and analyze a sector
that perhaps does not come to the investor’s atten-
tion, like the co-operative sector. Its level of inte-
gration, its achievements in socio-economic devel-
opment and its presence in a wide variety of sectors
in the economy, make it worthy of consideration
by any investor, contractor or co-operative from
another country that is looking for business oppor-
tunities.

In recent years all segments of Guatemalan so-

As in our other publications, the Alianza
Cooperativa Internacional is pleased to present
this guide for doing business with the co-opera-
tives, a sector with a great potential for investment
projects, strategic alliances and other forms of ex-
change or co-operation. Without a doubt the time is
ripe: Guatemala has opened its doors to foreign in-
vestment and commercial exchange by means of
fundamental reforms in legislative, tax, political and
economic matters, including itself in the waves of
globalization and modernization that are prevalent
throughout the world.

To reach this goal, the present document analyzes
in Chapter 2 the main advantages offered by the Gua-
temalan co-operatives to the investor paying atten-
tion to this country. In Chapter 3 we consider some
general aspects of its economy, checking tenden-
cies and revealing investment incentives available
in the country. Chapter 4 consists of a look at some

important sectors of the Guatemalan economy, with
an emphasis on those where there are greater op-
portunities for investment with co-operatives. Then
in Chapter S we analyze the various ways by which
one can invest or conduct business in the country,
explaining not just the different legal structures to
start a project, but also those activities in which a
foreigner may be involved.

The following chapters are a synthesis of informa-
tion about important aspects of doing business in
the country. In Chapter 6 we present some general
concepts, including geographical, climatic, popula-
tion and socio-cultural data, with the objective of
giving a general impression of the country and its
people. Chapter 7 details aspects of the banking
and financial system and the rle that the co-opera-
tives play in this sector. In Chapter 8 we explain the
tax system and in Chapter 9, Guatemalan labor poli-
cies, to end, in Chapter 10 with the political-legal
structure of the country. We present in Chapter 11 a
list of key contacts for those who hope to enter the
Guatemalan marketplace, including government
agencies, banks, enterprises and key organizations
within the cooperative sector.

In summary, our hope is that this guide serves to
orient those who already have identified Guatemala
as a possibility for investments, commercial alliances
or operations, and also to motivate those consider-
ing the co-operative sector as a viable alternative
for receiving investments or conducting business.

For those who have not considered Guatemala nor
its co-operatives, we hope to awaken a serious and
well-informed interest in this country that has man-
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aged to overcome a series of adversities, creating
an environment of stability and a promising field
for business, opening its borders to initiatives from
individuals, enterprises and cooperative organiza-
tions world-wide.

Finally, this preface cannot end without expressing
our thanks to the sponsors who have made possible

the creation and publication of this document: the
Centro Cooperativo Sueco and the Desarrollo
Internacional Desjardins.

Juan Diego Pacheco
Regional Director
Alianza Cooperativa Internacional



II. Reasons to pursue business opportunities in |
the Guatemalan co-operative sector

uatemala has one of the most solid econo-
G mies of Central America. Historically it

has stood out for its productive capacity,
principally in the agricultural sector and in services,
and in recent years, with a renewal of the industrial
sector. Due to changes experienced recently, this
country appears as a real base for establishing com-
mercial ties, where the co-operative sector shines
as a real alternative for the development of produc-
tive and safe activities.

As an entry point to this economy, the co-operative
sector makes the ideal medium, since it has a series
of advantages. It is vital that this be known by the
investor interested in doing business in Guatemala.
Through this sector arise possibilities for joint in-
vestment and alliances that may produce greater
benefits, as well as the experience and infra-struc-
ture developed over many years by the Guatemalan
co-operative sector. So we shall understand why it
is strategically important to enter the economic life
of Guatemala.

»  Constitutional nature of co-operativism

» Low production and intermediation costs.
+  Strategic Alliances and Co-investments

+ - Idle capacity.

- bution.

Table I1.1 Main advantages of the guatemalan co-operatives

= Easy access to resources through external technical and financial assistance.

~»  Fastand direct access to the most important market segments of the country.

«  Highly positive and beneficial ideals and goals for economic democratization and wealth distri-

The constitutional nature of co-operativism

Facing the new world economic order, businesses
must change their way of acting so as to be able to
compete successfully. Guatemala, like the other
Latin American countries, has embarked on this ir-
reversible process of economic opening. This re-

quires being more efficient and competitive.

In this new order, the cooperative sector becomes
an excellent choice to confront the new economic
process. The Constitution of Guatemala establishes
that the State must «stimulate and protect the cre-
ation and functioning of co-operatives and give them
the necessary technical and financial help». Since

3



the action of the co-operatives includes implicitly
their social character, they are seen as a higher pri-
ority for the State when it undertakes projects that
are strategic for the country.

Easy access to resources using external
technical and financial help

It is well known that the world-wide co-operative
movement, from its birth in 1844 in England (1),
has enjoyed constant success in all countries, where
it has found a way to promote the productive sector
by means that implicitly include methods of asso-
ciation and community integration with the aim of
improving the quality of life of its citizens. Interna-
tional organizations and developed countries that
channel resources towards less-developed countries
recognize the success of co-operative organization,
and are aware that it is one of the most effective
ways to channel such resources. In the particular
case of Guatemala, the benefits arising from inter-
national co-operation in the co-operative sector have
been substantial. Currently Co-operatives are widely
recognized, as shown by relations with entities like:
Sociedad Canadiense para el Desarrollo
(SOCODEVI), Alianza Cooperativa Internacional
(ACI), the Confederacién de Cooperativas de Centro
América (CCC-CA), the Programa Regional de
Fomento de las Cooperativas en el Istmo
Centroamericano (PROCOOPA), the Centro
Cooperativo Sueco (SCC), Fundaciones Alemanas
Friedrich Nauman y Friedrich Ebert, Banco
Interamericano de Desarrollo (BID) and the Banco
Centroamericano de Integracién Econémica (BCIE),
among others.

Fast direct access to the most important market
segments of the country

The Guatemalan co-operative sector, after many
years of work by its members, has managed to be
located in the most remote corners and in the liveli-
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est domestic sectors. The level of organization has
improved over the years, to the point where coordi-
nation and communication are progressively more
efficient. Taking advantage of this organization and
infra-structure in the co-operative sector, the inves-
tor obtains a competitive advantage for the distribu-
tion of his products in the national market.

Low production and middleman costs

The co-operatives, because they are enterprises
working in the national interest with constitutional
support, are exempt from some taxes, making them
more competitive. The new legislation passed within
the framework of the Economic Adjustment Pro-
gram, establishes that the co-operatives are exempt
from the value-added tax (VAT) on machinery, tools
and supplies used in production and for the exclu-
sive use of the co-operative. In the current fiscal
scheme, the profits of the co-operatives that are de-
rived from transactions with its associates and with
other co-operatives, federations and co-operative
federations are exempt from income tax.

Strategic Alliances and joint investments

The challenges of a marketplace that is more com-
petitive as time goes by may be faced by the co-
operative sector in various ways. Nowadays the
norm in business is the joint venture among enter-
prises, where each one offers what it knows best
how to do. In common terms, comparative advan-
tages are exploited. The co-operative sector appears
to be the most appropriate way to establish this kind
of alliance, due to the following factors:

»  The spirit of cohesion that facilitates the orga-
nization of businesses and the formation of al-
liances.

« There exists a solid and efficient structure at
the level of federations and confederations that
enables the establishment of international ne-
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gotiations and alliances.

» Different sectors of production are involved,
permitting the establishment of strategic nego-
tiations among the members of the co-opera-
tives themselves, whether the product of one
supplies the other or vice versa.

Idle capacity

With the mindset of being ever more efficient in the
use of resources, it is essential that the large capac-
ity for processing and storage of the co-operatives
be taken advantage of completely. This is why a
short-term priority is the identification of new mar-
kets to increase production volumes. For investors
this presents an attractive opportunity to do busi-
ness in Guatemala with the co-operative sector.

Highly positive and beneficial ideals and aims
for economic democratization and distribution of
wealth

Since the government of Guatemala recognized, as
aresult of the 1976 earthquake, that the reconstruc-
tion of the country must be based in the organiza-
tion of the people, it was at that time that the co-
operative sector became strong to play an impor-
tant role in the country’s economy.

The co-operatives of Guatemala have managed to some
extent to insert the less-favored part of the population
in the national economy, where the participation of
women and youth has been significant. Objective pro-
posals by representative entities to solve national prob-
lems have been welcomed by the government.






III. An overview of the guatemalan economy

uatemala has been characterized in Cen-
G tral America by the importance of the agri-

cultural and service sector in the gross do-
mestic product (GDP). Similarly, in the last few
years the industrial sector has also become a strate-
gic sector in the formation of the GDP. While the
Central American Common Market (CACM) was
in effect, Guatemala was one of the countries that
obtained greater benefits, especially economically,
as opposed to the other countries of the region.

Background

Economic activity in Guatemala decelerated nota-
bly in the period 1981-1986 because of the political
instability that effected all the countries of Central
America. The economic problems derived from this
situation have had repercussions in commerce, par-
ticularly among the countries of the Central Ameri-
can Common Market (CACM) and in the decrease
in private investment.

During the 80°s, considered by many Latin Ameri-
can countries “the lost decade”, a generalized crisis
was undergone that hit Guatemalan society hard.
Consumption levels declined, investment was dis-
couraged and inflation raged. Also social inequali-
ties were exacerbated, wealth concentration in-
creased, spending power decreased, there was a de-
valuation, and unemployment and poverty increased.

In this context, during the first part of the 80’s, GDP
growth was minimal, and in some cases negative.
In 1987, thanks to reforms that started to be applied
in economic policy, Guatemala left behind the re-
cession, reaching a growth of 3.5% in its GDP. This

change was influenced principally by three sectors
that traditionally have been strategic in the Guate-
malan economy, namely: agriculture, which showed
an average annual growth during the period 1987-
1990 of 3.6%; manufacturing, which during the
same period grew 2.2% and construction, which
during that period experienced an average annual
growth of 7.5% (this average includes a decrease of
7.9% in 1990) (see Table II1.1)

Despite the conflicts and social problems that the
country has confronted during past decades, the
government of Guatemala has been improving its
economic and social indicators using correct poli-
cies. In this respect we cite the unemployment per-
centages, which have maintained a 7.5% average
from 1990 to 1994 (2), despite the year-to-year in-
crease in the number of people who look for work
for the first time. The difference is due to the abso-
lute increase in the economically active population,
a reflection of a consistent productive sector that
absorbs the new need for employment.

The state of the economy

The form in which Guatemala conducts its devel-
opment policies towards more competitive levels is
very notable. Starting in 1994, constitutional re-
forms were introduced based on consensus and re-
vealing a change in the balance of power in the new
Congress, which resulted from a better understand-
ing among the various branches of the State. It is
clear to Guatemalans, as well as to the international
community, that this type of events has influenced
positively the economic and social expansion of the
country. Actions like this, along with the economic
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Table II1.1. Guatemala: Gross Domestic Product
(Relative Growth)

GDP 84 85 86 87 88 89 90 91 92 93 94 95
Total GDP 05 -06 01 35 39 39 31 37 48 39 40 40
Agriculture 16 04 08 39 45 31 41 31 30 21 19 25
Mines and

quarries -18.9 -14.1 296 01 26 35 -52 84 293 120 NA NA
Manufact 05 08 07 20 22 23 22 24 31 27 27 28
Construc. 284 -84 3.1 145 157 78 -79 14 215 -19 -19 30

Source: IDB. Progreso Econdmico y Social en América Latina. Informe 1994.

Figure 3.1. Guatemala: Rate of Growth of GDP

Source: "Progreso Econdmico y Social en América Latina". IDB, 1994.
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indicators presented, are unequivocal messages of
an excellent place to do business. Table I11.2 Guatemala:
Real Relative GDP growth
In 1993 the GDP of Guatemala grew at a 4% rate,
economic growth based on the expansion of inter-
nal spending, where private consumption and, par- Year Relative
ticularly, investment are important. Consumption Growth (%)
was favored by a growth in real wages arising from
a moderate rate of inflation, from increases in mini- 1988 39
mum salaries in 1992 and from raises granted to 1989 39
public employees during 1993. Real private invest- 1990 3.1
ment grew by 13.5%, favored by greater foreign 1991 37
private investment (3). 1992 48
1993 39
1994 4.0(1)
The important role of 1995 4.002)
co-operatives Source: BID, 1994 and CEFSA., 1995
(1) Preliminary figures.
In Guatemala there exists just one apex organiza- (2 ) COPADES forecast, March 1995.
Table II1.3 Guatemala: Economic Indicators
1991-1995
Indicator 1991 1992 1993 1994 1995
Nominal GDP (US$ Millions) 47,302 53,985 63,734 74,491 85,990
Population (Thousands) 9.466 9,742 5.542 10,320 10,621
Per capita GDP (US$) 4,997 5,542 6,356 7218 | 8,096
Real GDP growth (%) 37 48 39 4.0 4.0
Consumer price index (%) 10 14.2 11.6 116 11.0
Rate of open unemployment (%) 7.5 79 7.6 7.8 79
Bank rate of exchange 5.07 53 5.86 5.67 58
Fiscal deficit (% of GDP) 0 0 1.5 1.7 - 1.5
Commercial balance (US$ Millions) (621) (1,248) (1,236) (11.5) | (1,066)
Exports (US$ Millions) 1,230 1,284 1,363 1,436 1,800
Imports (US$ Millions) 1,851 2,532 2,599 2,591 2,866
Total private debt (US$ Millions) 2403 2,252 2,086 2,150 2,140
Net international monetary
reserves (RMIN) 556 531 737 796 846

Source: CEFSA. “Situacién de la economia en Centroamérica

. 1994 and forecasts for 1995.
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tion, the «Confederacion Guatemalteca de Fede-
raciones de Cooperativas, R.L.» (CONFECQOP),
founded May 19, 1977. There are ten federations
affiliated with CONFECOOP : one for savings and
loans, one for housing and services, one for fisher-
ies, one for consumers. one for artisanry, one for
marketing and services and four for farming.

To emphasize the important role that the co-opera-
tives have played in Guatemala, we must mention
their direct contributions to the solution of social

problems, especially in the distribution of weaith
generated by the productive apparatus of the coun-
try. The total of associates in the co-operative sec-
tor represents 8.9% of the economically active popu-
lation (PEA) of Guatemala (4).

Among the agro-industrial products produced by the
co-operative sector, parchment coffee is important.
Co-operatives produce 43% of its total sales. Co-
operatives in the agricultural sector make up 48.7%
of the total in Guatemala. and are dispersed through

Table I11.4 Guatemala: Federations affiliated with CONFECOOP

Full name Acronym Field of activity

1. Federacién Nacional de Cooperativas de | FENACOAC,R.L. Savings and loans
Ahorro y Crédito y Servicios Varios de Gua-
temala, R.L.

2. Federacién Nacional de Cooperativas de | FENACOVL R.L. Housing
Vivienda y Servicios Varios, R.L.
(FENACOVI,R.L)

3. Federacién de Cooperativas Pesqueras del | FEDEPESCA,R.L. Fisheries
Pacifico, R.L.

4. Federacién de Cooperativas de Consumo | FEDECCON, R L. Consumption
R.L.

5. Federacion de Cooperativas de Produccién | ARTEXCO, R.L. Industry and
Artesanal R.L. Artisanry

6. Federacién de Cooperativas para el | FECOMERQ,R.L. Marketing and
Mercadeo y Servicios Varios, R.L. services

7. Federaci6én de Cooperativas Agricolas | FECOAR,R.L. Agriculture
Regionales, R.L.

8. Federacién de Cooperativas Agricolas de | FEDECOAG, R.L. Agriculture
Guatemala, R.L.

9. Federacién de Cooperativas de las | FEDECOVERA,RL. | Agriculture
Verapaces, R.L.

10. Federacién de Cooperativas Agricolas de | FEDECOCAGUA,R.L. | Agriculture
Productores de Café de Guatemala, R.L.

Source: Confecoop, April 1995.
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Table HI.5. Distribution of Associates and Co-operatives by sector: 1992

Sectors Associates % Co-operatives %

Agricultural 39,659 1991 340 48.71
Savings and Loans 129,702 65.10 146 2092
Artisanry 2,185 1.10 30 4.30
Fisheries 349 0.18 12 1.72
Transport 1,767 0.89 23 3.30
Housing 6,530 328 41 5.87
Consumption 14,185 7.12 89 12.75
Other 4,846 243 17 244
Total 199,223 100.00 698 100.00

Source:  CCC-CA. Cooperativismo de Guatemala en cifras. Censo Cooperativo Guatemala, 1992.

Figure 3.2. Percentage distribution of the co-operatives' members,
by economic sector
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99% )
all the Departments of the country. They account
for 19.9% of the total of associates. Nevertheless,
it is interesting to see the case of the Credit Unions
which make up 21% of the total, but 65.10% of the
total of associates (5) (see Figure I11.5: Distribution
of associates and co-operatives by sector).

It is very interesting to refer to the importance of
the Credit Unions, since one of the principal limita-
tions on the region’s productive sector has been for
a long time the poor access to credit, especially for
small and medium-sized producers. The structure
behind this type of co-operative in Guatemala helps
alleviate one of the most critical problems of the
members of the co-operatives. Moreover, we must
add that growth of the Credit Unions has been stra-
tegic, given that they are located throughout the
country, making access to credit even easier.

The co-operative sector has proven itself to be strong
in the face of the adjustment measures that have been
applied in recent years in Guatemala. The agricul-
tural sector has been benefited by the freeing of
prices increasing their incomes. Other sectors, de-
spite not enjoying the success of the agricultural co-
operatives, are conscious of future challenges, for
which they must decide their goals in the intensifi-
cation of levels of integration, since by joining up
with other units, be they co-operatives or not, their
bargaining power will be stronger and they will be
able to gain benefits from their scale.

Investment and export incentives

Since 1982, with the exhaustion of the import sub-

stitution model, Guatemala centered its attention on
increasing its exports to alleviate a large negative

balance of payments and an increase in the external
debt that threatened the economic heaith of the coun-
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try. So it introduced an incentive system to stimu-
late exports and established mechanisms to attract
foreign investment. Next we explain the different
incentives that investors must take into account when
evaluating the possibility of doing business in Gua-
temala.

Special opportunities for residents

Decree 58-73 of the Congress offers the opportu-
nity for retirees and pensioners or other foreigners
who possess another source of income to establish
themselves in the country. They can enjoy a series
of benefits like exemption from customs duties for
more than US$47,000.00 in domestic goods and for
the entry of a vehicle. These persons must have a
monthly income of US$4,250.00 or more originat-
ing outside Guatemala and may work only as advi-
sors in those activities considered useful for the
country, following the rules of the Economics Min-
istry. Anyone interested in making use of this law
must send his request to a Guatemalan Consulate.
Those people who already live in the country may
obtain the application forms in the offices of the
Guatemalan Tourist Commission. Hundreds of for-
eigners use this law to live in Guatemala.

Free trade zones

This incentive was put forward by Law 65-89. Its
objective is to stimulate and regulate the establish-
ment of free trade zones in Guatemala. In general
terms this law establishes that free trade zones may
be public or private. These constitute an area of
land subject to a special customs code where activi-
ties related to export or re-export (production or
commercialization or associated services) may take
place. Those activities related to traditional export
products are excluded.

Before operating in a free trade zone, one must com-
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plete a qualifying procedure in the Economy Min-
istry. Operation in a free trade zone allows a series
of fiscal incentives and benefits, like an income tax
exemption for 15 years, depending on the type of
enterprise.

Among the obligations of an enterprise operating in
a free trade zone are the payment of ten U.S. cents
monthly per square meter to the Finance Ministry,
obeying the laws of Guatemala and putting up a
deposit to guarantee the fulfilment of its obligations.

Zona libre de industria y comercio -ZOLIC-

This free trade zone is located in an area outside
customs on the Atlantic coast. Its objective is to
promote industrial and commercial development in
the country. Enterprises that operate in this zone
are exempt from the payment of taxes, duties, con-
tributions, tariffs and fiscal or municipal rates, cur-
rent or future. They are also 100% exempt from the
payment of income tax for the first twelve years.
Foreign individuals or corporations may not take
advantage of this benefit when they are subject to
the same taxes in their native country and the laws
of that country allow them to deduct taxes paid in
Guatemala from their taxes payable there.

Goods manufactured in the free trade zone may be
destined for import, export or supplying other zones
and free ports within the country and legally estab-
lished bonded warehouses.

All merchandise or other items of commerce, raw
malterials, materials, semi-processed products, in-
termediate products, tools, spare parts, accessories
and other goods for use in the operations that enter
the free trade zone are also exempt from the pay-
ment of taxes, duties, contributions, tariffs and fis-
cal or municipal rates, current or future, not only on

entry, but also during their stay there. Storage,
caretaking, stowage, cartage or any other type of
service which the entity performs must be paid by
the user.

Other incentives

External import incentives

Commercial trade has advanced the signing of vari-
ous bilateral and multilateral treaties by the Gov-
emment of the Republic so that exporters may en-
joy a series of tax preferences that essentially con-
sist of a significant reduction in import taxes pay-
able on the entry of the products into the relevant
country. These treaties are the following:

General System of Preferences (GSP)

This has as its fundamental aim to exonerate the
duties payable on imports to the industrialized coun-
tries of products originating in developing countries,
without requiring any reciprocity on the part of the
latter.

This treaty is applied in Europe, the U.S.A. and
Australia. To enjoy its benefits, the exporter must
present a form designed for this purpose, typewrit-
ten in English or French, to the DIGECOMEX
Delegation at the «Ventanilla Unica» (the special
wicket where all the paperwork is handled) for ex-
ports. This form must be accompanied by a copy or
photocopy of the commercial invoice and bill of lad-
ing, or otherwise, a sworn declaration to subse-
quently provide DIGECOMEX the bill of 1ading.

Textiles, industrial and agricultural products are
among those eligible under the General System of
Preferences. This should be checked out with the
DIGECOMEX Delegation.

13
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Table IIL6. Principal export lines
(Millions of Dollars)
PRODUCTS 1991 1992 1993 1994 1995
I. Traditional 606.2 566.9 623.3 599.1 887.2
Coffee 280.8 2529 276.4 317.6 546.0
Sugar 141.1 136.5 158.4 159.2 206.3
Banana 80.1 110.9 102.7 9.6 494
Cardamom 37.8 328 394 422 435
Petroleum 19.1 20.0 272 222 31.5
Meat 258 13.3 15.3 8.2 10.5
Cotton 215 0.5 39 —_ —
II. Non Traditional 299.8 321.3 3221 362.1 387.5
III. Exports
to Central America 324.0 3954 417.8 475.8 525.0
TOTAL 1,230 1,283.6 1,363.2 1,436.1 1.799.7

(1) Preliminary figures, subject to modification by the Banco de Guatemala
(2) COPADES forecast, March, 1995.
Source: CEFSA. Consejeros Econémicos y Financieros, S.A.

Grfaico 3.3
Figure 3.3. Evolution of the exports by: traditionals, non traditionals and exports to Central America
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An overview of the guatemalan economy

International commerce and free
trade agreements

Partial treaties with Mexico, Venezuela and
Colombia

These agreements provide for Guatemalan products
to enter Mexico, Venezuela and Colombia duty-free
or with reduced import duties.

As a prerequisite for enjoying these benefits, the
exporter must present the Certificate of Origin is-
sued by the DIGECOMEX Delegation, typewritten
in Spanish and accompanied by a copy or photo-
copy of the invoice.

Special regulations for access to the border strip
of the South of Mexico

This special agreement permits the entry of most Gua-
temalan products into the border strip, with substan-
tial reductions in import duties. This strip extends 20
km north of the international border into Mexico.

To enjoy its benefits, the exporter must present the
Certificate of Origin from the Guatemalan Cham-
ber of Commerce, which he can buy from the repre-.
sentative of this Chamber at the «Ventanilla Unica»,
and then subsequently present a photocopy of this
Certificate of Origin to the DIGECOMEX repre-
sentative with a copy of the invoice to be autho-
rized.

Triangular Seal

This agreement is valid for traditional manufac-
tured products to be exported to the United States
of America. To enjoy its benefits, the exporter
must present the original invoice to the
DIGECOMEX branch, so that the Head of this
branch may stamp the triangular seal on the back
with his/her signature.

Certificate of handicraft textiles for Australia
This agreement with Australia applies only to manu-

factured handicrafts. The certificate of artisan pro-
duction is presented on the appropriate form.
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IV. Key sectors, opportunities with co-operatives

uatemala is well-known for its exotic and
G varied attractions. It features the founda

tions and the ruins of one of the most in-
credible cultures of history, the Mayan civilization.
Every year thousands of people arrive in this coun-
try to know and study the lifestyle of a culture that
will never be forgotten, and how a people maintain
their customs and defend their Mayan cultural heri-
tage with pride.

But besides their impressive cultural contribution,
Guatemala is famous for the hospitality of its people.
This characteristic, along with a highly productive
economy with many products to offer, has helped
increase tourism.

Sectors included in this chapter
Sector Page
TOUFISIN ...covcrrrsrcnriresrissinisisesrsssseseessens 17
Agricultural SECLOT .......cccvvererrereseerererans 17
AZoiNAUSITY ....cceeerececncrererereeeerssssanss 20
Industrial and Artisan Sector ... 23
Retailing and consumer products........... 24
Savings and loans..........cccccererereene 26
INSUTANCE ...ccinniererinanesnnccncnincrsssssaenianes 29
Tourism

Even though there are no co-operatives clearly iden-
tified with this sector, those that work in the textile
and artisan sector have a strong relation with this

activity, as well as the agricultural co-operatives
which could start some tourist projects, given that
they own large plots of land with much tourist po-
tential. For this reason we are including a summary
of this activity.

During 1988 a total of 405,200 tourists entered the
country, leaving a total of US$ 62,100,000. In 1990,
the flow of tourists increased 25%, reaching 508.000
tourists, and their spending nearly doubled, reach-
ing US$ 117,900.00, an 89% increase (6) For Gua-
temala tourism represents an important source of
foreign exchange, so the government is inclined to
support projects of this type. Nevertheless, on
checking the country’s hotel capacity, one sees that
in 1990 this reached 6408 rooms (7), not enough to
take care of the growing demand of tourists arriv-
ing in the country. We must add that this total num-
ber of rooms includes all types of hotels. This pan-
orama reveals an ideal and easily-accessible market
for investors, because the country’s policies are to
support this type of action. The rate of increase in
the number of visitors has been steady. Guatemala
is currently undergoing a series of reforms that seek
to send the country along the road to international
competitiveness. A very interesting aspect for the
businesspeople who would like to work in this sec-
tor is the increase in spending from 1988 to 1990
which is nearly four times greater than the increase
in tourist numbers.

Agricultural sector

On the subject of the search for investment alterna-
tives for foreign businesspeople who wish to deal
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Doing Business with the Co-operatives of Guatemala

Table IV.1. Distribution of agricultural production in the co-operative sector
(sales figures in thousands of Quetzals and of US$)
Product % Value Value
(thousands Q) (thousands US$)

Toasted coffee beans 20.3 32913 6,210.3
Green peas 119 19,146 36125
Tomato 11.8 19,100 3,603.8
Com 8.1 13,132 24717
Sugar cane 6.7 10,813 2.040.2
Onion 6.5 10,464 19743
Ripe coffee 6.1 9,818 1,852.5
Beans 42 6,817 1,286.2
Gum 34 5,553 1,047.7
Others (1) 21.0 33,710 6,3604
Total 100.0 161,466 30,465.3

(1) Includes all those products whose individual annual sales amounted to less than Q10 thousand.

Source: Census of co-operatives, Guatemala, 1992.

Figure 4.1. Distribution of the agricultural production
by co-operative sector, 1992.
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with co-operatives, the agricultural sector cannot be
ignored. Agriculture is a mainstay of the country’s
economy: its share of the GDP in 1990 was 25.8%
(8), generating 75% of the exchange earnings and
employing about 50% of the work force. Due to its
geographical location and mountainous topography,
Guatemala has a variety of climates, allowing it to
produce virtually any crop one wants. The tempera-
ture varies between 15° and 25° Celsius. There are
just two seasons: rainy (from May to November)
and dry (from December to April).

The co-operative agricultural sector has taken ad-
vantage of this to diversify successfully, strongly
supporting national production and proving attrac-
tive to the investor who wishes to do business in
this sector (see Table IV.1).

One may note that the principal sales product is
toasted coffee beans, amounting to a fifth of the sales
of agricultural products. Concerning exports car-
ried out by the co-operative movement, out of the
total of US$38.9 millions exported, 98% (9) corre-
sponds to agricultural exports. Another interesting
aspect for the investor is the image designed for
Guatemalan agricultural products in Central
America, where they are considered highly com-
petitive (see Table IV.2).

Key sectors, opportunities with co-operatives

«Cuatro Pinos» Agricultural Co-operative: good
business potential

In Guatemala the «Cuatro Pinos» Co-operative, lo-
cated in a region with great agricultural potential
about 35 minutes from the capital, is prominent in
this sector. It is noted for its success as a business
exporting non-traditional agricultural products to the
North American and European markets.

With a large proportion of small-scale farmers, tra-
ditionally producers of basic grains and some veg-
etables for the domestic market, the co-operative has
become a source of employment and marketing for
new non-traditional crops (green peas, sweet peas,
green beans, zucchini) whose popularity is growing
in the United States and Europe.

Its main activity is to serve as a bridge in the com-
mercialization of the production of the local small-
scale farmers to the export markets, for which it
performs the services of partial processing and pack-
ing of the product, guaranteeing quality and volume
sufficient to maintain its profitability.

Like many agricultural commodities, the prices of
exported goods are highly volatile and continuously
varying due to saturation or shortage in the market.
The Co-operative can support the producers in times

*  Geographical position and climate
»  Highly diversified production
»  Competitiveness within Central America

» Increase strength in the financial sector

.

Table IV.2. Guatemala:
Advantages offered to the investor wishing to do business with agricultural co-operatives

*  Receptivity to free-trade measures, leading to greater export competitiveness

Source: Information compiled from «El estado de las cooperativas en Guatemala 1993» and interviews.
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of low prices and capitalize in times of high prices,
achieving in this way that the member receive ad-
equate prices to maintain his supply year-round.

The product’s characteristics allow its harvest
through most of the year, so the enterprise can main-
tain a constant income, achieving stability, both for
the Co-operative and for its members in terms of
cash-flow.

In Central America, where there have been strikes
and failures in many small and new enterprises dedi-
cated to non-traditional crops, the «Cuatro Pinos»
Co-operative has developed the capacity to sell new
products, in a semi-processed state, permitting a
guarantee of quality control and fulfilling the strict
sanitary requirements of the North American mar-
ket.

With the initial help of Cooperacién Internacional
Suiza, the «Cuatro Pinos» co-operative was born
as an alternative to the region’s agricultural devel-
opment, and as a reply to the economic and social
deterioration of the city of Santiago de Sacatepequez
after the destruction of the principal settlements in
the 1976 earthquake.

With nearly 200 workers, counting packers, admin-
istrative employees and 2,000 associates, the Co-
operative currently exports a monthly average of 520
thousand pounds of its principal products. The
market for its final product is essentially export. Its
production is sent 85% to the north American mar-
ket, 10% to Europe and 5% to satisfy domestic de-
mand, which is satisfied with items rejected for ex-
port.

The main comparative advantage of the region is a
very fertile land and suitable climate for its main
crops as well as the existence of family labor of a
proportionately lower cost compared to other coun-

tries. The principal competitors in these product -

varieties are Mexico and some regions of Califor-
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nia, which nevertheless cannot maintain a constant
production year-round because of the climate.

The newest area, with great future prospects in re-
lation to the co-operative’s planning, is the Produc-
tion Department. Its work is directed by a group of
agronomists who fix the criteria for sowing, deter-
mine the rules and volumes and recommend the
credit distribution among the products. This plan-
ning takes place according to the purchase contracts
and demand estimates that the enterprise carries out.

The address and telephone numbers of this co-op-
erative are:

Cooperativa Agricola Cuatro Pinos
Santiago de Sacatepequez, Guatemala
Tel. (502)-9 30 3259 - 30 3817

Fax (502)-9 30 3818

Contacto: Sr. Miguel Angel Socop,
Gerente General

Agroindustry

Agroindustry is an area of huge potential in Guate-
mala, above all when we see how much the co-op-
eratives have developed in the agricultural sector
(nearly half the total of co-operatives belong to this
sector). They may rapidly and efficiently join up
with the industrial side. An example of this is the
Xelac co-operative, described in the following ac-
count.

Xelac. Export-quality dairy products

The name XELAC is made up of XE from Xelaji, a
municipality in Quetzaltenango county, and LAC
from «lacteos» (dairy products). This co-operative
was formed in 1974 by 20 farmers living in the com-
munities of Quetzaltenango and Totonicapan. It
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received technical assistance from the Swiss Asso-
ciation of Technical Assistance.

This supervisory international body was in charge
of fund-raising with which it managed: land pur-
chases; design and construction of the dairy plant;
purchase and installation of the plant equipment;
personnel training in dairy products; personnel train-
ing in veterinarian medicine; subsidizing of operat-
ing, service and management.

In 1982 the Swiss technicians withdrew, but agreed
to leave behind the goods in use for the co-opera-
tive and leave the management to the board. The
co-operative had to struggle many years to survive.
Not till 1987 did the co-operative start to show a
profit. Right now it is preparing a long-term plan (5
years) whose objective is that the co-operative
achieve the economic and social viability to become
self-sufficient.

Strategic planning helped to overcome difficulties
and to organize the work necessary in four specific
areas: production, industry, sales and management.

To correct the situation diagnosed, the co-operative
had to start to resolve each and every one of the
irregularities noticed, a very beneficial and positive
experience. A large industrial reconversion plan was
implemented with much success. Here are some
examples of what was achieved in each area:

Production: educational meetings; organization of
the members in local groups; recruitment of new
members; start of basic infra-structure for ware-
houses; definition of which services whose cost will
be paid by the co-operative; conservation of services
and the creation of new services that are profitable
and used by 80% of the members; training in milk
production; exchanges inside and outside the co-
operative; creation of a savings plan calculated by
milk sales and by use of credit; a competitive price

for the member and incentives for better quality;
economic incentives for members who reach their
goals; payment of a year-end bonus; payment of
profits at the Regular General Meeting; a prize for
the best producer, male and female; establishment
of commercial relations with individuals.

Industry: Manufacture for sale of profitable prod-
ucts of the best quality; updating of sanitary records;
wrapping and packaging; development of new prod-
ucts; improvements in the maintenance and effi-
ciency of equipment; renewal and expansion of the
equipment and the refrigeration system; change and
maintenance of the electrical systems; retraining,
promotion, job security and wage increases for the
personnel.

Sales: market research; plans for the national and
regional market; goals for salesmen; sale of profit-
able products; adequate transportation for distribu-
tion and sales; sufficient salesmen; updating of
routes; an adequate refrigeration system; market
growth; personnel training; promotion and public-
ity; improvements in salaries or commissions, pro-
motions and job security.

Management: The Annual General Meeting is
called to evaluate the previous year’s results, approve
the operating plan of the current year, elect officials
and decide on profit-sharing. The Board of Direc-
tors works as a group according to its authority, work
plan and its own budget. The Oversight Committee
works according to the statutes. The manager’s of-
fice works as an executive within its jurisdiction to
determine long and short-term plans; efficient finan-
cial management to determine costs, supplies, de-
preciations and reserves; relationship with the State
and its institutions; knowledge and updating of in-
formation available internationally and nationally
in the field of dairy products.

A report on the plan’s progress was written and in
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four years the co-operative became economically
and socially viable and had been able to achieve
autonomy, as shown by the following indicators:

* A substantial increase in the volume of busi-
ness, reaching approximately Q3 million (some
US$520 thousand) annually.

e A profit of more than Q1.7 million (some
US$300 thousand) in the five years of rebuild-
ing 1988-1992.

« Anincrease in the co-operative’s assets to more
than Q4 million (some US$695 thousand).

«  Anincrease in the members’ capital.
* A wage increase for the workers.
*  Areal distribution of profits to the members.

*  Adecrease in external financial support, reach-
ing zero in 1993,

Future projects for XELAC are:

+  To establish a partnership with the Ministry of
Agriculture and Livestock (MAGA) to acquire
the PROLAC plant which has a capacity of
about 25,000 liters of milk a day. It has equip-
ment to dehydrate milk, though it needs a fur-
ther investment to install the equipment neces-
sary to dehydrate milk instantly. For this project
they are looking for partners.

*  With the objective of guaranteeing the supply
of raw materials for the above project, they or-
ganized a co-operative (Cooperativa UJIAPA)
in the Asuncién Mita region with 50 producers
and a production capacity of 9,000 liters daily.

*  With government help they plan to install a pro-
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cessing plant in Petén. Xelac will participate
in one of two ways: as a co-owner or by charg-
ing the government for the plant installation
services. An investment of Q 3 million
(US$531,000) is required for this project. Here
again a partnership with a co-operative or in-
terested private investor is possible .

»  Aparmership with the private-sector enterprise
FORMOS is taking shape to install an ultra
pasteurization plant with UHT technology to
distribute this type of product throughout the
country. With the capacity to be installed they
will help out other food producers who can use
this type of container for items like fruit juices,
drinks, tomato sauce or whatever other product
that may be packed with this technology. The
investment required for this project is Q 9.04
million (US$1.6 million) and they are also in-
terested in possible partnerships.

» Export of fancy cheeses to external markets.
For this they make excellent cheeses, using the
“know how” acquired from the Swiss aid in the
production of the following types of cheeses:

— Sbrinz (Parmesan)
- Gruyere

— Tilsit

— Emmental

Even though they also produce cheeses like Moz-
zarella (Ttalian) and Camembert (French), the larg-
est production capacity corresponds to the Sbrinz
and Gruyere types. For export they are ready to
hear offers from representatives in other countries
or receive information requests concerning export
prices and quantities. Also they make other prod-
ucts: yogurt, sour cream and whipping cream.

The address and telephone numbers of this co-op-
erative are the following:
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XELACRLL.

Km 189.5 San Cristébal Totonicapén,
Quetzaltenango

Tel (502) 9-63 9503

Fax (502) 9-63 9681

Apdo 144, Quetzaltenango

Contact: José Alberto de Paz, General
Manager

Gabriel Gramajo, Executive President

Industrial and Artisan Sector

The Guatemalan industrial co-operative sector is
made up principally of artisan production co-opera-
tives . Most of the members working in this sector,
50% or more, are in Quetzaltenango department.
Next in order are the departments of Guatemala City
and Huehuetenango with 16.3% and 15.8% respec-
tively. The three departments have a great tourist
potential, so it is hardly surprising that most mem-
bers are located there, given that they represent ex-
cellent markets for the retailing of artisanry.

The principal article traded by this sector is typical
fabric, making up 30% of total sales. Typical clothes
and other typical products like artisanry made with
clay and wood are also important. All this work is
done, fundamentally, by native women, and hence
the high rate of female participation in this activity.

Nearly half the sales of the industrial co-operatives
are native handicrafts, many of which have invaded
diverse markets in Central America, the United
States and some European countries, with modern
and creative designs.

Federacion de Cooperativas de Produccion
Artesanal R.L. (ARTEXCO)

This Federation has considerable experience sell-

ing overseas and has established several stores within
the country. Artexco started operations in 1972, Its
headquarters is in Quetzaltenango Department. It
was founded at the initiative of the representatives
of four artisan co-operatives, with the goal of mar-
keting their products. Even though at the begin-
ning they were supported by international aid, cur-
rently they try to implement programs based on their
own financing possibilities.

From 1972 t0 1978 ARTEXCO increased its member-
ship to 30 co-operatives, when the total number of ar-
tisan co-operatives in the country was 42. In those
years ARTEXCO managed to promote its artisanry in
international markets with really strong salesmanship.
This yielded significant economic growth for this Fed-
eration and its affiliated co-operatives.

From 1979 to 1982 ARTEXCO suffered a period of
instability caused by the social and political crisis
that swept the country. From 1983 the political cri-
sis started to decline and a period of relative calm
began, allowing ARTEXCO to start its recovery with
a reorganization process of its co-operatives. They
started a period of direct assistance for those co-
operatives considered the most suitable to compete
in external markets, a period which was extended
for the rest of the 80’s and then till the present day.
Currently ARTEXCO is made up of 14 active co-
operatives and 6 potential co-operative groups lo-
cated in the Departments of Quetzaltenango, Solol4,
San Marcos, Huehuetenango, Totonicapan,
Chimaltenango and Quiché. Of the people associ-
ated with the co-operatives belonging to ARTEXCO,
55% are women and 45% men. Regional native
groups make up 98% of these people.

Production at ARTEXCO supplies not just a source
of permanent employment to more than 2,800
people, but also guarantees a decent income for
them, avoiding their emigration to the capital, other
cities or to the sugar cane, coffee and cotton planta-
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tions of the southern coast. Moreover it takes care
of the members’ needs by way of its programs of:

a) Retailing: to sell its products;

b) Loans of materials: distribution of raw materi-
als as a loan;

¢) Training: for co-operative development and
human development at educational events and
in scholarships for training in textiles and tai-
loring;

d) Technical assistance: in techniques for textiles,
marble, embroidery, shoe-making, quality con-
trol; and

e) Social support: medical days; social, sport and
cultural activities.

Right now ARTEXCO is working on the following
projects:

+  Industrial dying. Based on market research, it
was found necessary to improve the quality of
the textile dyes used by the artisans in the manu-
facture of clothing. Due to this, Q 2 million
(US$354 thousand) was invested in the pur-
chase of an industrial dyeing establishment that
could guarantee the quality required. In addi-
tion, the purchase of a boiler to operate there
was required. Once in operation it will offer
services to 10 of the 14 affiliated co-operatives.

» Tailoring. The «Monja Blanca» co-operative is
dedicated to tailoring. For them a technical train-
ing project is underway that allows them to fulfill
export market requirements. In this way export
requests arriving at ARTEXCO that need high-qual-
ity items would be channeled to this co-operative.

*  Quality improvement. Based on a program of
quality management and steady improvement,
the product quality of all the affiliated co-opera-
tives should be increased. For this a counseling
program in this aspect should be established. The
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member should be made aware of the vital rle
that he plays in the provision of quality products
which must meet export standards.

The address and telephone numbers of this Federa-
tion are the following:

ARTEXCO :
Federacién de cooperativas d
produccion-artesanal

P.O. Box 139. 7a, Av, 1597, Zona 5
Quetzaltenango, Guatemala, Central
America

Tel (502) 9-614380

Fax (502).9-630080

Contact; Luis A, Samayoa, General
Manager

Retailing and consumer products

In order to furnish the infra-structure necessary for
those co-operatives that have developed primarily
in agriculture, the federations are developing projects
to furnish the necessary link in the commercial chain.
So it happens that both Confecoop and Fedeccon
have managed to advance in this sense, as will be
explained in the following.

Co-operative Integral Development Project for ex-
ports: COOPEX

This is an initiative developed by CONFECOOQOP
(Confederation of Co-operative Federations) and
supported technically and financially by
PROCOOPCA, by means of which a commercial
infra-structure should be created to be used by small
co-operative agricultural producers so they can com-
pete in this way more successfully than now.

In the first phase of the project, professional technical
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assistance in the areas of co-operative organization,
agricultural production and commercialization has been
provided, the latter oriented to export markets.

Following 10 months of technical assistance, export
of green beans has been started to Miami, New York
and Los Angeles.

In parallel, commercial production of celery, lettuce
and garlic has been started; while at the same time
an evaluation continues of other products with ex-
port potential.

The project involves more than 280 families of co-
operative members, anticipating that other co-op-
erative organizations located in the area of influ-
ence join up.

Current export level: 11,000 pounds per week of green
beans

Short-term forecast: 36,000 pounds per week
Installed capacity: 2.5 million pounds per year

The pilot organization is the «Justo Rufino Barrios»
Co-operative, where operations have been centralized.

The main interest of the organizations participating
in the project is to distribute their products by means
of trustworthy enterprises in Europe and North
America, ideally using joint partnerships.

The address and telephone numbers of this co-op-
erative are:

Cooperativa Justo Rufino Barrios
Tejutla, San Marcos, Guatemala

Tel y Fax: (502) 9-60 0158

Sr. Catalino Barrios, General Manager

Consumers’ Union “Alianza, S.A.”’

With the aim of consolidating the consumers’ sec-
tor within the Guatemalan co-operative movement,
at the end of 1994 the project “Consorcio de
Consumo Alianza” was designed, under the guise
of a limited company belonging to the co-operatives
and federations.

This project originated in FEDECCON (Federacién
de Cooperativas de Consumo de Guatemala) and
has enjoyed the support of the SCC (Centro
Cooperativo Sueco) in coordination with
CONFECOOP. The participating organizations in
the project are the Credit Unions HUNAHPU R.L.,
PARROQUIAL GUADALUPANA R.L., UNION
PROGRESISTA AMATITLANECA R.L., NUEVO
MUNDO R.L., the consumers’ co-operative
EEGSSAR.L. and the federations FEDECCON and
FEDECOAG.

A supermarket chain will be established under the
name “SURTIMERCADOS”. A large variety of
staple items will be offered, using a purchase and
distribution policy that allows for discount prices.
A strategy will be introduced based on carrying out
wholesale operations, initially in a concentrated
manner, to spread the medium-term benefits into the
country’s interior. Co-operatives and federations
from other fields, who will be the owners of the
chain, will participate.

During its first year of operations, starting in June
1995, it will open its first supermarket. An agree-
ment was reached with FEDECCON for its Guate-
mala City supermarket to become the chain’s first.
It hopes to establish four supermarkets in that first
year, with sales of Q 5 million (US$885 thousand),
concentrating at the start on the metropolitan Gua-
temala City area, while over time the country’s in-
terior will be covered and further services will be
offered.
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Their goal is to add, during the second and third
year, 4 supermarkets to the chain in addition to those
of the first year, reaching sales of Q 18.5 million
(US$ 3.3 million). At the end of the fifth year they
hope to be running 8 supermarkets with sales of Q
28 million (about US$5 million) and generating a
profit of 50% of the investment.

The SURTIMERCADQOS represent a new challenge
for the co-operative movement, where the business
point of view plays a fundamental role. The profit
aspect will also play an important réle, while not
prejudicing the social aspect. Specialization in the
services and technology applicable in this field will
be the basis for competing properly in the market.

The establishment of a supermarket chain like this
will allow the Guatemalan co-operative movement
to develop a favorable position with their suppliers,
improving their bargaining position, obtaining bet-

¢ ter prices, advertising support, direct deliveries to
the supermarkets and financing of inventories, all
of which will benefit the prices and service offered
the consumer.

This project will help consolidate the Guatemalan
consumers’ co-operative movement, showing off
better the participation of the co-operatives in the
national economy.

The telephone numbers and address of this excel-
lent project are included in the following

Proyecto Alianza de Consumo S.A,
“SURTIMERCADOS”

25 Calle 0-07, Zona 1, Guatemala
Tel (502) 517096

Fax (502) 519645

Contact: Rolando Baquiax Gomez,
Fedeccon
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Savings and loans

The first credit unions were formed with the encour-
agement of the Catholic church. Hence the major-
ity of the co-operatives in this sector take their names
from saints like San Cristébal, Santa Maria
Asuncion, etc.

FENACOAC (Federacion Nacional de Cooperativas
de Ahorro y Crédito y Servicios Varios de Guate-
mala, R.L.) was founded in 1963, with the joining
of five co-operatives, two urban and three from the
western plateau. Its history is generally divided into
four stages:

1. Promotional stage (1963-1970). It received
much international support.. The emphasis was
on the founding of co-operatives and the train-
ing of these in co-operative principles.

2. Consolidation stage (1970-1975). Itreceived a
donation from AID for institutional support.

3. Project stage (1975-1988). This was the stage
where there was a strong emphasis on the man-
agement of projects like fertilizers, transporta-
tion, bookstores, commerce and others. Dur-
ing this stage it was thought that the Federation
had to pursue projects in various economic ac-
tivities. Nevertheless around 1982 it was de-
cided to specialize in just savings and loans.

4. System modernization stage (1988 on). This
stage arose to support the efforts made by the
Programa de Fomento Cooperativo (PFC), en-
dorsed by AID. The Federation adopted a strat-
egy of blacklisting with the aim of making its
finances healthier, along with those of the af-
filiated co-operatives. The procedures for the
analysis of overdue loans became stricter.
Hence, any co-operative overdue 12 months or
more is wound up. This means its expulsion as
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a co-operative member (for the associate) or
the latter with respect to FENACOAC.

It now boasts 30 years of uninterrupted success on
the Guatemalan financial market. Itis a secure, solid,
solvent and trustworthy organization with much ex-
perience in the Guatemalan financial market.

FENACOAC has the most prestigious Credit Unions
of the country as members. Among the services
offered are the following:

»  Administration of reserves. Part of the savings
deposits of the affiliated co-operatives are
handled so as to guarantee the members’ with-
drawals.

*  Advance payments. They grant cash advances
to the affiliated co-operatives that need them,
using the backing of their reserve deposits.

«  Special advances. They offer cash advances to the
affiliated co-operatives of up to 50% beyond the
reserves on deposit to guarantee the liquidity nec-
essary for the withdrawals of members’ savings.

e Savings accounts. They offer passbook sav-
ings accounts with attractive interest rates.

» Time deposits. They offer fixed-term savings
certificates with a good yield for up to 90 days.

« Investment certificates. They have more prof-
itable fixed-term instruments, with higher
yields, for terms over 90 days.

e Short and medium-term loans. They grant loans
to member co-operatives to help them give cred-
its to members for agriculture, commerce, hous-
ing and small and medium enterprises.

Among the more advanced services, we note the

following:

«  Contingency fund for savings. This protects
the members’ deposits against all risks.

¢ Compaiiia de Seguros Columna S.A. A busi-
ness that offers insurance for various needs (see
the following item in this chapter).

» System-wide credit card. This is a financial
instrument that agilizes the transactions of those
who use the service.

»  Services between the systems FENACOAC and
Co-operatives. This is an agile and efficient
mechanism for financial operations.

Two cases that illustrate the work of co-operatives
in this sector are those of the Cooperativa UPA
(Unién Progresista Amatitlaneca, R.L.) and the
Cooperativa Parroquial Guadalupana, R.L.

Cooperativa Union Progresista Amatitlaneca, RL.

This Co-operative is located in the city of Amatitldn,
some 45 minutes from Guatemala City by an excel-
lent highway. It has more than thirty years’ experi-
ence delivering financial, consumer and other services.

At the end of their 1994 fiscal year, its most impor-
tant economic indicators are shown in table I'V.3 (in-
cluding goals for 1995).

With respect to its services, the co-operative is proud
of its motto: “satisfy the member, know his needs
with plans of service that please them with simplic-
ity, respect and attention”.

They work in four basic areas:

Marketing / Education: its main function is the plan-
ning and execution of the marketing and advertis-
ing strategies of the Co-operative; educational and
training programs that help strengthen co-operative
and technical knowledge in various areas directed
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to youth, to women and to men, motivating them to
strengthen and create the habit of saving; give edu-
cational talks in the UPA School and different el-
ementary and high schools; help the General Busi-
ness Plan to strengthen the image of the institution.

Retail Store: every day this department has been
promoting the importance of supplying necessary
staple products to its affiliated consumers under fa-
vorable terms of price, quality and quantity. In 1993
its sales reached Q 8.4 million (US$1.5 million) and
in 1994, Q 12.5 miltion (US$2.2 million), meaning
an increase in sales of 48.8%

Financial area: the movement of savings deposits
and contributions has become the main force be-
hind the co-operative’s growth, serving as a primary
source of funds to be loaned to members.

Accounting area: This helps with the administra-
tive duties of the three other areas already mentioned.

There are other complementary activities in the field
of education which the UPA Co-operative performs
for its members. So there exist technical training
courses in areas like: orientation and courses in co-
operative theory; beauty; confectionery; electricity;
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cooking; handicrafts and others.

Its address and telephone numbers are the follow-
ing:

Cooperativa Union Progresista
Amatitlaneca, UPA

2a. Av. 3-71, Amatitlan, Guatemala

Tel (502) 0330473 - 0331 303

Contact: Lic. Felipe Godoy Diaz, General
Manager

Cooperativa de Ahorro y Crédito Integral
PARROQUIALGUADALUPANA,R.L.

This is located in the capital, Guatemala City. This
organization was founded in January 1965, moti-
vated by the economic needs that would require a
new vision of development, taking as a base mutual
support by way of savings so as to anticipate the
future.

So it is that through 30 years of service, Guatema-
lans have found in this co-operative an option for
new and efficient services oriented to satisfy their
needs in the field of savings and loans.

Table IV.3 Most important indicators

(1994 real, 1995 projected)

Cooperativa Unién Progresista Amatitlaneca

Description Projected Actual % Forecast % over
1994 achieved 1995 1994
Members 12,701 11,860 93% 13,200 39
Savings (in Q) 8,037,449 | 10,218,802 | 127% 15,500,000 520
Contributions (in Q) 10,487,800 | 11,464,231 109% 13,600,000 18.3
Net loans (in Q) 16,324,492 18,63846 | 114% 23,500,000 26.3
Total assets (in Q) 24,226,494 | 29,309,504 | 121% 36,100,00 232

Source: Memoria de la Cooperativa, 1994.
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The co-operative offers the following services:

Ordinary savings deposits. They offer savings ac-
counts paying interest rates considered to be the
highest available in the country with options of
monthly, quarterly or semi-annual compounding.

Children’s savings. With the aim of creating the
habit of saving from an early age, this option is of-
fered. Children over age 12 may operate their own
account without adult supervision.

Life and other insurance. The co-operative has
made inroads into this field, offering the possibility
of underwriting life insurance as well as insurance
for businesses and real estate.

Loans. The co-operative offers its members the
option of receiving loans for purposes like mort-
gages, commerce and unexpected expenses.

The loans approved in 1994 are detailed in the fol-
lowing:

Table IV.4 Loans approved
Cooperativa Parroquial Guadalupana, 1994
Approved Line of Amount

applications credit (Quetzals)
271 Housing 2,391,395
201 Commerce 1,470,544
417 Personal Expenses| 1,320,088

5 Agriculture 27,199

894 Total 5,209,226

Some of its future objectives are:

1. Greater penetration into the demographic mar-
ket to win new members

&

Achieve greater training in savings

Achieve greater efficiency in credit allocation.

4. Strengthen the institutional capital of the co-
operative, by means of capital reserves

S. Establish rates following the financial market
for savings

6. Improve the services offered by the Co-opera-
tive in various zones of the capital

7. Actively participate in activities developed by
FENACOAC

8. Achieve greater efficiency in debt recovery

W

The address and telephone numbers of this co-op-
erative follow:

Cooperativa de Ahorro y Crédito Integral
PARROQUIAL GUADALUPANA, R.L.
14 Av. 1-65, Zona 14

Guatemala, C.A.

Tel and Fax (502) 68 1800 - 636662 - 63
6672

Contact: Regino AdriAn Hernandez P.,
General Manager

Insurance

As a consequence of the expansion of the Credit
Unions that has taken place in Guatemala, the ex-
isting federation in this sector, FENACOAC, spon-
sored the creation of an enterprise specializing in
the insurance field.

Columna Compafiia de Seguros S.A.
This is an enterprise set up under the laws in force
for insurance companies (following the contents and

regulations of Decree 473).

In this decree it is mandated that profit-making in-
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surance companies must be set up as limited com-
panies, so that Columna is governed by the Com-
mercial Code of the Republic.

Despite the above, its backers are the Credit Unions
grouped under FENACOAC. So it is undeniable
that Columna is an enterprise established within the
Credit Union movement.

The co-operatives involved are:

« FENACOAC,R.L. of Guatemala

« ELPORVENIR, R.L., of Puerto Barrios Izabal

»«  GUAYACAN,R L., of Guastatoya, El Progreso

»  EMPLEADOS DE BANDEGUA, R.L., of
Morales, Izabal

« SANTIAGO DE COATEPEQUE, R.L,, of
Coatepeque, Quetzaltenango

« COBAN, R.L. of Coban, Alta Verapaz

« UNION POPULAR, R.L., of Tiquisate,

Escuintla

» SAN MIGUEL GUALAN, R.L., of Gualan,
Zacapa

»  SANTA MARIA ASUNCION, R.L. of Tactic,
Alta Verapaz

« TECULUTAN, R.L., of Teculutan, Zacapa

The enterprise was founded with an authorized capi-
tal of Q 8 million (US$1.4 million), which allows it
to operate in the future in all insurance fields. In
Guatemala the law requires for insurance compa-
nies the backing of complementary capital, equiva-
lent to 25% of its minimum capital. So in practice,
to operate in all fields, Q 10 million (US$1.8 mil-
lion) are necessary. On the other hand the insur-
ance laws allow enterprises to start operations in just
one insurance field with a paid up capital of Q 3
million, plus 25% more as complementary capital.
Columna has decided to start operations in the life
insurance field, so its capital initially subscribed is
Q 3 million along with Q 750 thousand of comple-
mentary capital (US$ 500 thousand and US$ 132

30

thousand respectively).

In their application to set up the enterprise, the back-
ers declared the following:

“Our co-operatives are interested in establishing an
insurance company basically to give the coverage
needed by the co-operatives and their members, and
even third parties, for the development of their ac-
tivities, sharing with them the co-operative spirit and
philosophy. It should be noted that the co-opera-
tives, especially those located in areas far from the
capital, do not always have access to get the neces-
sary coverage. This is why we wish to establish an
insurance company, to facilitate insurance services
for the co-operatives, for their members and even
for third parties, going to wherever they may be”.

Based on the foregoing, the fundamental objective
of the enterprise is to provide insurance services
principally to the co-operative movement, though if
it helps society’s goals, it could also provide ser-
vices to the market in general.

From the business point of view, Columna had its
origin in the insurance operations carried out by
FENACOAC over the last few years, which made
up its starting point. These operations have been
principally in the branch of life insurance, and within
this, group plans. For this reason and due to limits
concerning minimum capital required to operate in
all insurance fields, the following development strat-
egies have been defined:

1. Initial Operations. During the first year of op-
erations, Columna will dedicate itself to attract-
ing all the portfolio of group and individual in-
surance policies that FENACOAC maintains
with co-operatives and their members. In ad-

. dition they will enter more strongly the market
of similar organizations, especiaily non-govern-
mental organizations which channel resources
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to small business. Its address and telephone numbers are included in
the following:
2. Columna inherits an important market from

FENACOAC, namely that of the Credit Unions

and their members. Nevertheless, as a legally Columna Compaiiia de Seguros S.A.
set up insurance company, not only can it work 4 a. Calle 4-55, Zona 9, Guatemala C.A.
more efficiently in this market, but also expand Tel and Fax (502) 60 7306

its market within other non-profit organizations Contact: Lic. Carlos Roberto Quevedo
and other similar enterprises like associations, Meléndez, General Manager

trade unions and other groups.

31






V. Types of investment and business with-
guatemalan co-operatives

or every businessperson who wishes to in
Fcrcase his/her sales volume of his/her

competitiveness within the market, it must
be clear in the first place that his/her quality levels must
at least be consonant with those internationally. Guate-
mala, like its neighbors, is in the midst of a process of
tax reductions leading to worldwide economic integra-
tion. This must give pause to any businessperson, given
that the better use of scarce resources will produce an
advantage over his/her competitors.

Duc to the foregoing, various ways and alternatives
are presented which are used nowadays to negoti-
ate, in particular, with co-operatives.

In Guatemala there are an infinity of ways to do
business and invest correctly. Among them, there is
one we wish to emphasize: the co-operatives. Let
us see which ways, in general, can be used to do
business in Guatemala:

Table 5.1. Guatemala: basic methods of
investment and business

«  Incorporation

« Import or export of goods or services

»  Joint ventures

*  Passive investment ( stock market)

»  Consortia

»  Co-operation between co-operatives of
different countries

Incorporation

Among the advantages of establishing an enterprise
there is the fact that foreign investors may own any
business in whole or in part, and enjoy complete
freedom to run their business. Their employees and
managers may or may not be residents of Guate-
mala. There are no minimum requirements of busi-
ness ownership by Guatemalan citizens.

The government offers guarantees for all enterprises
with foreign capital. The law grants equal treat-
ment to national and foreign enterprises; the latter
may be set up as a

limited company,

stock company,

joint company,

a simple limited partnership, or
a limited partnership with shares.

N I

Import/ Export of goods or services

As is customary, the relationship between both par-
ties does not require a permanent structure in the
form of an association and legal incorporation. What
is important is that it be governed by contracts or
another mechanism that international law specifies.
It is well-known by all that the majority of coun-
tries are now looking for bargaining mechanisms
and standard rules, and Guatemala is heading in this
direction. The Center for International Commerce
(CIC) collaborates with developing countries to es-
tablish effective national programs to promote com-
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merce and export development with the aim of ex-
panding exports and improving import operations.
For further information, contact:

Center for International Commerce
UNCTAD/GATT

Palais des Nations

1211 Geneva 10, Switzerland
Telephone: (41-22) 730 01 11

Fax: (41-22) 7334439

In the case of Guatemala, there are very well de-
fined customs norms, like tariffs and legal proce-
dures that must be obeyed each time an importation
of foreign goods is carried out. It is important to
note that countries are progressively coming to
agreements to uniformize these mechanisms of in-
ternational trade(17) , so it is hoped that in the fu-
ture these activities will be easier.

In general, in most countries contracts are agreed
upon based on commissions for sales carried out, in
addition to other elements like product distribution,
etc.. Moreover the form of distributor, concession-
aire, agents or representatives may be used, depend-
ing on the investor’s interest. If the relationship is
long-term, some of the previously mentioned de-
vices are recommended.

Joint ventures

This method is one of the most accepted worldwide
and of great use by successful businessmen, and by
those who realize that «together we stand». Let us
understand throughout that a joint partnership means
« what is produced when businesses or individuals
from two countries agree to sell a product or ser-
vice, each one using its competitive advantages but
without modifying its capital structures...»(18). We

34

Doing Business with the Co-operatives of Guatemala

conclude that this instrument does not require an
association that commits one or the other organiza-
tion to a binding legal contract. In fact this type of
relationship allows entry into new markets , access
to new technologies and the receipt of information
in a relatively easy and economical way(19). Since
the co-operative sector enjoys certain advantages
over other types of business, due to its level of or-
ganization, distribution through the country and a
certain degree of diversification in its production,
investors who wish to do business in Guatemala have
a great opportunity in this method.

Passive investments (Stock market)

Guatemala has two stock exchanges; it is the coun-
try with the largest number of brokers in the region:
72 in total. In Central America there is a recogni-
tion of the urgency of accelerating the integration
of the exchanges, with the aim of increasing the
volume of business and attracting the resources of
foreign investors. (See table 5.2)

It is interesting to note the predominant rdle of the
Guatemalan Stock Exchange in exchange activity,
especially in future contracts, principally on the
exchange rate.

The Consortium

Besides the methods already presented, there exist
other instruments of association that allow access
to markets that are not possible alone. The consor-
tium may be a very useful instrument when one
wants to do business between private sectors and
co-operatives. Nowadays, given the conditions re-
quired by markets to satisfy demand, the efforts that
unite co-operatives among themselves will be pri-
mordial. The co-operative consortium is governed
by the same norms and regulations as the other co-
operatives.
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»  Standardization of technological resources

«  Operations using custodial systems

activities

*  Entry into foreign investments

«  Recent development of investment funds

Table 5.2. Guatemala: aspects in which Central American integration of Stock Exchanges
has progressed

«  Amalgamation and alliances between exchanges

» Relationships with higher-level foreign exchanges

»  Formulation and reforms of laws that promote development and regional integration of exchange

«  Advising of foreign exchange commissions

«  Greater availability of information at the regional level

Source: taken from the weekly Central American magazine «Panorama» of May 15 to 22, 1995.

Co-operation between co-operatives of different
countries

We have mentioned the different ways to do busi-
ness with the co-operatives in Guatemala, includ-
ing joint partnerships, the consortium, among oth-
ers, but it is interesting to emphasize the advanta-
geous position of the co-operative sector. This sec-
tor has an enviable trajectory of having developed
an organizational structure at the international level
allowing it to be able to establish agile relationships
of co-operation among co-operatives. Simulta-
neously they have to identify market segments, learn
new technologies and take other strategic actions
that mark the difference in the context of an ever
more competitive marketplace. Some organizations
that fulfil to perfection this integrating role at the

international level are: the International Co-opera-
tive Alliance, and the regional and sectorial co-op-
erative confederations.

On the other hand, the natural unity that exists in
the so-called “northern triangle”, made up of Gua-
temala, Honduras and El Salvador, offers an op-
portunity to create an adequate climate for the cre-
ation of co-operatives among the different coun-
tries. There already exists the case of COCAHSA,
Cooperativa Centroamericana Honduro-
Salvadorefia (see the booklet “Doing business with
the co-operatives of El Salvador”, p. 27), which
was formed to use the competitive advantages of
the two co-operative unions located in this geo-
graphical region.
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VI. The republic of Guatemala:

General information

Table VL1 General Data

Population 10 million

Urban Population 36.9%

Rural Population 63.1%

Native Indian 41.9%

White 59.1%

Birth rate 39.3 per thousand
Geography and Climate

The Republic of Guatemala is situated in the north-
>m part of Central America between 13° 44' and
18° 30’ latitude north, and 87° 13" and 92° 13' longi-
ude west. Its area is 108,889 km? with a popula-
ion estimated at 10,029,414 in 1993 (10)

The Republic of Guatemnala is made up of three prin-
cipal hydrographic regions: that of the Pacific, of
the Caribbean and of the Gulf of Mexico. The Pa-
cific slope is made up of 18 principal valleys with a
total area of 23,990 km? of surface draining an av-
erage of 729 m3 per second. The Caribbean slope is
made up of seven valleys occupying an area of
34,096 km? and draining a flow of 508.9 m? per sec-
ond. The Gulf of Mexico slope has the longest val-
leys in the country (10 in total) with the longest riv-
ers with the largest flow. It covers a total area of
50,803 km? draining an average of 2,721 m? per sec-
ond (11) The predominant winds are the trade winds
from north/northeast to south/southeast, with a dif-
ferent direction in some zones of the Republic due

0NN AW

Alta Verapaz 9. Izabal

Baja Verapaz  10. Jalapa
Chimaltenango 11. Jutapa
Chiquimnula 12. Petén

El Progreso 13. Quetzaltenango
Escuintla 14. Quiché
Guatemala 15. Retaluleu
Huehuetenango

16. Sacatepéquez
17. San Marcos
18. Santa Rosa

19. Solold

20. Suchitepéquez
21. Totonicapin
22. Zacapa

Table V1.2, Average temperatures in

Guatemala
Place Maximun] Minimum
Guatemala City 25 15
Quetzaltenango 22 05
Puerto Quetzal 31 22
Zacapa 36 22
Huehuetenango 25 09
Flores, Petén 31 21
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to their topographical configuration or other spe-
cial conditions. The maximum wind speed normally
docs not exceed 80 km per hour (12)

The coasts of both oceans, as well as the interior
lowlands in the north and northeast of the country,
are intensely hot,

The central plain, with an altitude between 950 and
1,829 m above sea levcl, offers a very agreeable cli-
mate, that only drops to 18° C at year-end. The
rainy scason starts in May and ends in October in
most of the country.

Infra-structure

A most interesting feature of Guatemala is its high-
way nctwork and means of communication. Since
its productive apparatus has been dispersed, it has
been able to develop so that nowadays business and
industry have easy access to transportation for their
products, as well as being able to choose among the
most suitable alternatives (surface, air). The inves-
tor who decides to do business in the country will
be able to count on the following:

Transport

a. Highways: The network of paved roads directly
joins the Pacific and Atlantic Oceans, Mexico
and Central America.

b. Rail: There are 723.1 miles of narrow-gauge
railway in the country. It extends from Puerto
Barrios in the northeast to Guatemala City and
continues to the southern ports of San José and
Champerico and to the Mexican border.
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c. Air transport: Air transport has enjoyed an in-
crease of between 20% and 25% in recent years.
The «La Aurora» international airport handled
about eight hundred thousand (800,000) pas-
sengers in 1989, (445,000 foreigners); the cargo
processed in the same year was 22,000 metric
tons, of which 13,500 were for export. It is
located 10 minutes from the capital city.

d. CEDEXCA: The «Centro de Exportacién de
Carga Aérea Internacional» is the installation
for the management, dispatch and customs su-
pervision of export air cargo. It has an area of
4,104 m? under roof, and boasts mechanical and
electronic scales, along with 4 gates in the un-
loading dock, office installations for airlines and
freight agencies, administrative infra-structure
including the specialized personnel necessary
in the areas of the gate, ramp, pallets, scales
and dispatch, along with a guard service to take
care of the freight.

e. Other facilities: Guatemala has airports and
landing strips throughout its territory, allowing
fast and safe alternatives for reaching market.

For investors who wish to introduce or send prod-
ucts to distant markets in the world, Guatemala en-
Jjoys a strategic location on choosing the most suit-
able route, given its coasts on the Pacific and Atlan-
tic, with an infra-structure allowing easy handling
of any type of freight.

On the Pacific: Puerto Quetzal, Puerto Champerico,
Puerto de San José, Puerto de Iztapa. On the Atlan-
tic: Puerto Barrios and Puerto de Santo Tomas de
Castilla.



VII. Banking and finance system

The Central Bank

Its functions are to be the State bank, issuer

of currency, fiscal agent, adviser to the gov-
ernment and administrator of the international mon-
etary reserves. The higher organs of the Bank of
Guatemala are:

T he Bank of Guatemala was founded in 1945.

The Monetary Board is made up of its President and
Vice-President, and those of the Bank of Guatemala,
chosen by the President of the Republic. Ex-officio
members are the Ministers of Finance, Economics
and Agriculture. Other representative are from the
University of San Carlos; private banks whose capi-
tal is principally Guatemalan; commercial associa-
tions and chambers; of the industrial, agricultural
and livestock sectors with one regular and one
supplementary member.

The Presidency studies and prepares bases and
norms for the monetary, exchange and credit poli-
cies of the institution and proposes the Monetary
Board.

The Manager directs the operations and internal
administration of the Bank of Guatemala.

The Superintendent of Banks exercises vigilance and
permanent control of the Bank of Guatemala, the
system’s banks and the other institutions that the
law may place under its control. It depends directly
on the President of the Republic.

The Bank of Guatemala Securities Regulation Fund

is administered by a Securities Commission made
up of the Ministers of Finance and of Economics
and the President and the Bank Manager. It is
formed with contributions from the State, idle funds
coming from surpluses or balances unused by the
national treasury and net profits of the institution.
It stabilizes the price of securities issued or guaran-
teed by the State or public entities.

Monetary and exchange policy

The Guatemalan economy has passed through a se-
ries of financial reforms in order to stabilize the
currency (the quetzal). Starting in 1984 its tradi-
tional parity with respect to the United States dollar
was abandoned and in November, 1989 the exchange
rate was liberalized.

Like all the Latin-American countries, Guatemala
has been experiencing a series of problems in its
financial system, obliging it to take urgent and pre-
cise corrective measures. Next we present some
aspects of interest concerning the current form of
operation of the Guatemalan financial system, which
every citizen must know and which the investor
should surely take into account:

Since the freeing of the bank market for currencies,
the volume of transactions using it has increased
notably, due to the incorporation of the majority of
those who previously used the unofficial market. At
the same time the exchange rate margin was reduced
to less than 1% (14)
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Points of interest
Nominal exchange rate
Interest rates

Currency exchange

Exchange controls

Reserve rate (13)

How it works

The rate to be applied for the purchase and for the sale of cur-
rency is dictated by the market.

In the national currency they are free; in foreign currency they
are not free.

All purchases of currency generated by any activity and by the
sale of goods and services produced in the country are taken
care of in the exchange market,

For export to the rest of the world a license must be requested in
reasonable time.

Also an export permit is needed for edible oils and fats, cotton
and its seeds, sugar, cocoa, coffee, shrimp, eggs, leather and skin,
cardamom, scrap iron, basic grains, peanuts, sunflowers and
tobacco.

Since November 15, 1994 the reserve rate is 14% and the obliga-
tory investment rate is 19.5%. Like all Latin-American coun-
tries, the financial reforms introduced in Guatemala aim to im-
prove the economic situation of the country, to give better in-
centives for investment, so that businesspeople may compete in
a market free of distortions and with reasonable and stable inter-
est rates

Stock market

The Stock Exchange of Guatemala (BNV) started
operations in 1987. Its real boom started in 1991
with securities transactions in that year of 1,200
million dollars. From 1991 to 1994 it grew 4.33
times, reaching 5,200 million dollars.

Among the exchanges operating in Guatemala,
one of the most successful is the Corporacion
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Bursatil formed by the amalgamation of the old
Bolsa Agricola and the Bolsa Global. It enjoys
the technological support of the Albert Stock Ex-
change. It has become one of the most modern
exchanges in the Central American area. It is
important to underline that this exchange trans-
acted 1,378 million dollars during 1994, signify-
ing more than a quarter of the stock market busi-
ness in Guatemala.



VIII.  Tax system

central feature of any economy is its tax
A policy, because tax collection generates the
revenues that will take care of the normal
expenses of government. Over the years countries
have realized that tax reforms are required to make
tax collection more efficient and the tax system more
just. Following this path, Guatemala carried out a
series of reforms to lay out a new scheme for its tax
work.

General provisions

Like in other countries, in Guatemala operating en-
terprises pay taxes only on those profits generated
within the country. Enterprises or any independent
business must pay the corresponding percentage for
social security. The employer must pay 10%, plus
further contributions totaling 2% (1% for the
«Instituto de Capacitacién» and 1% for the «Instituto
de Recreacion»).

Businesses

Businesses with a capital between Q 2,000 and Q
5,000 may do their accounting by themselves or by
other persons. But if their capital exceeds Q 5,000
it must be done by an accountant registered with
the «Direccién General de Rentas Internas». The
calculation of taxable income, application of the
tariffs and settlement of income tax are performed
annually.

Income tax for corporations

All businesses, except those covered by special regu-
lations, must pay a rate of 30% plus 10% definitive

withholding taxes on income resulting from inter-
ests.

Individuals with business or professional activities
will pay a rate of 30% on their taxable income, like
corporations.

Income tax for individuals

The tax rate has three ranges: 15%, 20% and 25%.
Incomes below Q 24.000 are exempt for people who
are exclusively employees.

Sales tax

This tax is generally 7% on the net price paid by the
consumer. Like in most countries, this must be cal-
culated monthly on the previous month’s sales. less
the amount paid as tax in the same month to suppli-
ers.

Official paper and fiscal stamps

This tax is paid on opening to the public a business,
an establishment, an office, a practice, a clinic, etc.
among those specified by the law. The system of
payment may be:

1) in cash or by check in January, April, July and
September, for income from the previous quar-
ter or

2) by paying the fiscal stamps on every receipt is-
sued.

Immigrants or foreigners may obtain permission to
carry out business activities, and enjoy the same
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rights as Guatemalan citizens with respect to land
purchases, except less than 16 km from the border
if the land is not in an urban center. Also they enjoy
the same rights to exploit agricultural enterprises,
industries, water permits, mines, petroleum and other
underground grants.

Non tariff regulations

Non-tariff regulations current in 1991 include pro-
hibitions and authorizations on imports and exports.
The most protected items are:

1. Fresh and manufactured foods. The restrictions
on the export of animal foods protects the pro-
duction of certain fresh foods (milk, meat, etc.),
while the restrictions on the export of cereals
and other fresh foods protect the production of
processed foods.

2. Textiles and cotton.

3. Manufacturing from wood and wicker basketry.
4. Manufacturing from leather and skins.

5. Manufacturing from metal.

6. Paper

Tariffs

The customs tariff has approximately 1,990 items
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and its structure is:

PartI: Everything notin parts II and III (altogether
90% of the total tariff)

PartII: Textiles and clothing

Part ITII: Automobiles, petroleum and its derivatives
and spirits

Since March 9, 1990, Guatemala has started reduc-
ing the protection established by the customs tariff.
Before March, 1990 it covered a range from 0% to
100% plus a 3% surcharge. Since then more than
1,000 tariff items have been modified, which in 1988
represented about 33% of total imports. In part I1I,
nearly half of these items correspond to petroleum
and its derivatives, which now stay under a 0% tar-
iff, while the rest are between 5% and 37%. The
tariffs for automobiles is between 15% and 40%.
After the change no item stayed with a tariff over
40% and the latter corresponds to certain automo-
biles. In Parts I and II no item stayed with a tariff of
more than 2%.

Alegally constituted foreign company aiming to do
business in Guatemala or to found a branch must:

a. Be inscribed in the «Registro Mercantil»;
b. Be inscribed in the «Direccién General de
Rentas Internas».



IX. Labor policy in Guatemala

uatemala has been characterized by its com-
Gpetitive manual labor, which has become

specialized over time into highly produc-
tive sectors for the country, especially in the agn-
cultural and industrial sectors. Right now the cost
of manual labor in the textile industry is US$1.2715,
a very competitive cost in the isthmus’ market, con-
sidering the workers’ quality.

Working hours and minimum wage

The maximum workday may not exceed eight hours
nor forty-eight hours weekly. Night shifts may not
exceed six hours. A mixed shift may not exceed
seven hours, it being understood that the night por-
tion not be longer than three hours.

Concerning the minimum wage for Guatemalans,
this is based on the cost of living for the population,
which is calculated on the basis of the minimum
staples needed to live.

The salary must only be paid in legal currency. Ag-
ricultural and livestock workers may receive up to
30% of their salary in food or articles for their im-
mediate personal consumption, at cost price. The
average industrial salary for a worker is 348 quetzals
(US$ 60.8) monthly. The country has the advan-
tage of having acceptable costs for manual laborers
with excellent levels of efficiency.

Holidays

Like the other countries of the isthmus, in Guate-
mala the employer is obliged to pay and respect the
holidays decreed by law (see Table I1X.1).

Holiday pay must be calculated according to the
daily average of salaries, both regular and overtime,
earned by the worker during the week immediately
preceding the respective holiday.

+ January 1
»  Maundy Thursday and Good Friday
« Mayl
*  June 30
- Augustls
e  September 15
»  October 20
» November 1
e  December 24 and 25
— ¢ December 31

Table IX.1. Obligatory Holidays

New Year's Day

Easter Week

May Day

Revolution Day

Assumption Day

Independence Day

Commemoration of the 1944 Revolution
All Souls' Day

Christmas

New Year's Eve
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Social security system
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tered who is exposed to risks or contingencies at
the workplace or away from it.

Concerning the social security system for workers, A
Guatemala has the «Instituto Guatemalteco de  The employers contribute 10% of wages and pay-
Seguridad Social», which protects everyone regis-  ments (except for the Christmas bonus) and the em-

Concept

1. Workday

2. Minimum Wage

3. Unemployment Insurance
4. Redundancy Notice

5. Social Costs

6. Strikes

7. Employment of foreigners

Table IX.2. Aspects of greater interest concerning labor legislation

How it is Applied

Day Shift: No more than 8 hours
Night Shift: No more than 6 hours
Mixed Shift: No more than 7 hours with at most 3 hours at night.

Average Minimum Industrial Wage Q 348 monthly
(Rate of Exchange: US$5.75)

This is paid to the worker while he remains unemployed
To let the worker know the end of employment ahead of time.

For unjustified firing, the employer must pay the employee as
compensation one month's salary for each year of continuous
service

Before six months of continuous service: One week's notice
From six months to one year: ten days

From six months to one year: ten days

From one to five years: two weeks

Over five years: one month

10% employer deduction for social security plus 2% for the in-
stitutes of recreation and training, totaling 12%.

The right to strike is recognized. It must be supported by 2/3 of
the respective enterprise.

The employers are prohibited from employing fewer than 90%
Guatemalan workers and paying these less than 85% of the sal-
ary total in the enterprise.
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ployees pay 4.5% of their salary. The program in-
cludes disability insurance, when the insured indi-
vidual is declared disabled; old age insurance, valid
after at least 180 monthly contributions or reaching
60 years of age and survivor benefits, that is, the pay-
ment to the family of the deceased individual 16.

Social expenses and other reserves
As mentioned in the previous paragraph, both the

employer and the employee must make monthly
payments to the «Instituto Guatemalteco de

Seguridad Social». In total the employer must pay
10% as his share of social security while the em-
ployees must pay 1%. In addition, the employer
must pay 1% to the «Instituto de Capacitacién» and
for the Christmas bonus, annual bonus and worker’s
compensation: 8.33% each.

In table IX.2 we present a summary with aspects of
interest already mentioned about labor legislation
and others of interest to investors who wish to do
business with the co-operative sector and in general
in the country.
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X. Political and legal structure

hen an investor wishes to do business in

s ’s / a certain country, it is of the highest im-
portance that he be familiar with its po-

litical system. Guatemala in this respect is a free,
independent and sovereign state, organized to guar-
antee its inhabitants the enjoyment of their rights

and freedoms.

Political system

Its governmental system is republican, democratic
and representative. Sovereignty resides in the
people, who delegate it in practice to the Legisla-
tive, Executive and Judicial branches.

The Legislative power rests in the Congress of the
Republic, made up of deputies directly elected by
the people by universal suffrage, using a system of
national lists, and it is responsible for promulgating
the laws of the country. The law establishes the
number of deputies corresponding to each district
in proportion to its population.

El Executive branch is made up of: 1) The Presi-
dent of the Republic who is the Head of State and
represents both national unity and the interests of
the people of Guatemala. 2) The Vice-President of
the Republic, Ministers and Vice-Ministers of the
state and civil servants. The President and Vice-
President of the Republic are elected by the people
by universal suffrage and for a period of five years.

The Judicial Branch is in charge of justice, in con-
formity with the Constitution and the laws of the
Republic. The courts have the power to judge and

execute their decisions. The Magistrates and judges
are independent in the exercise of their functions
and are only subject to the Constitution of the Re-
public and its laws. The jurisdictional function is
exercised with absolute exclusivity on the part of
the Supreme Court of Justice and by the other tribu-
nals that the law may establish. The Magistrates,
whatever their category, and the lower-court judges
have a five-year term, and the former may be re-
elected and the latter may be re-appointed. The
Magistrates of the Supreme Court of Justice are
elected by the Congress of the Republic for a pe-
riod of six years.

Legal system

A. The Political Constitution

La constitution of the Republic of Guatemala es-
tablishes that the State be organized to: protect the
person and the family; guarantee its citizens private
property as an inherent right of human beings; to
participate in political activities; free expression;
freedom of thought by any means of broadcasting,
without censorship nor prior restraint; freedom of
movement, understood as the freedom to enter, stay
in, cross and leave the country. All these aspects
mentioned previously are rights both for Guatema-
lans as for residents in Guatemala.

B. Special legal codes
In Guatemala, after the Constitution, there are a se-

ries of laws regulating the life of its inhabitants.
There are special codes by subject that guarantee
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freedom, independence and national sovereignty,
namely: the Civil Code. a Civil and Mercantile Le-
gal Code, the Law of Family Courts, the Law of the
Judicial Branch, the Code of Commerce, the Penal
Code, the Labor Code, among others.

C. Some legislation of interest
PUBLICS DOCUMENTS AND NOTARY LAW

In Guatemala, the Notary has the legal authority to
authenticate and authorize acts and contracts to ful-
fil the law or at the request of an interested party.
To exercise as a Notary, one must be a native-born
adult Guatemalan and have obtained the appropri-
ate degree in the Republic of Guatemala or incor-
poration according to the law, have registered the
degree or incorporation at the Supreme Court of
Justice and be clearly honest.

In order for the document in question to be valid, it
must be inscribed in a protocol, which is an ordered
collection of original documents, of acts of
protocolization and legal certifications of signaturcs
and documents registered by the Notary, following
this law (Code of Notaries). Public documents must
contain: Order number, place. day, month and year
of issuing; names and surnames, age, civil status.
nationality, etc. and identity certificate of the people
involved.

CONTRACT

In Guatemala commercial contracts are not subject
to special formalities in order to be valid. Whatever
their form or the language in which they are writ-
ten, the parties remain obliged in the way and with
the terms that appear to be what they wanted. Con-
tracts signed within Guatemala for purposes within
the country will be written in Spanish.

Contracts requiring special treatment according to
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the law may receive an exemption from this clause

In commercial contracts the arbitration clause and
the pact of submission and impartial arbitrage will
be valid even when not included in the public deed.

CONSTITUTION OF MERCANTILE C OMPANIES

Beyond the legal aspects that have been mentioned
as important for the investor who wishes 1o do busi-
ness in Guatemala, it is of much interest to know
how to form companics, since the person or per-
sons that legally appear as founders must do this by
themselves or in place of another, where in this case
they need to be accredited in a public deed. This
must be presented to the Public Mercantile registry
within a month of the deed’s date.

A foreign enterprise to be inscribed in the Mcrcan-
tile Registry must complete the following require-
ments:

»  Show that the enterprise is legally constituted
following the laws of the country in which it
was founded;

»  Copy the certificate of its deed of constitution;

»  Show that the directors of the enterprise are duly
authorized to operate in Guatemala and have
the legal procedure authorized to obtain the
permit.

«  Register a representative agent, with wide pow-
ers to carry out all acts and judicial affairs of
his business and to legally represent the com-
pany, in or out of court, with all the special pow-
ers according to the law.

« Constitute a capital assigned to its operations
and be expressly obliged to respond not only
with the goods that it owns in the Republic,

but also with those overseas, to back all acts
and businesses conducted in the country

+ A declaration where the enterprise submits to
the courts and laws of Guatemala in relation to
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its acts and operations in the country and that
neither the company nor its representatives or
employees will invoke rights as foreigners.

A declaration that the enterprise, before with-
drawing from Guatemala, will fulfil all legal
requirements.

To be registered before the «Direccién General de
Rentas Internas» the following requirements must
be satisfied:

The documentation for inscription before the
«Direccién de Rentas Internas», as a requirement
due to the income tax law, is the same as required
for inscription before the Mercantile Registry.
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XI. List of key contacts

Co-operatives and co-operative
organizations

INACOOP

Instituto Nacional de Cooperativas
Address: 4 Av Calle 4-37, Z8, Guatemala
Phone (502)-2 32 5402 - 32 1156

Fax (502)-2 32 5402

CONFECOOP R.L.

Confederacion Guatemalteca de Federaciones
Cooperativas

Address:12C 1-73, Z9 Of 201, 01009, Guatemala
Phone (502)-2 31 4556 - 31 4557

Fax (502)-2 2 31 4556

FEDECCON R.L.

Federacion de Cooperativas de Consumo

Address: 25C 0-07, Z1 Edificio Fedeccon, Guatemala
Phone (502)-2 51 7096

Fax (502)-2 51 645

FEDECOCAGUA R.L.

Federacién de Cooperativas Agricolas de
Productores de Café de Guatemala
Address: 29 Av 31-59, Z5, Guatemala
Phone (502)-2 35 6539 - 35 5740

Fax (502)-2 35 6094

FEDECOAG R.L.

Federacion de Cooperativas Agricolas de Guatemala
Address: Manz F-1, Lote 14 Ay B, Z4, Mixco, Col
Valle del Sol

Phone (502)-9 92 0967

FENACOAC, R.L.
Federacion Nacional de Cooperativas de Ahorro y
Crédito y Servicios Varios de Guatemala

Address: 5a. Calle 0-55, Zona 9, Guatemala
Phone: (502)-2 60 2546 - 61 4707 - 61 4717 - 61 4897
Fax: (502)-2 32 6484

FENACOVI, R.L.

Federacién Nacional de Cooperativas de Vivienda y
Servicios Varios

Address: 7a. 8-34 Z1, Edif. Morales, 2do. Nivel, Of.
205, Guatemala

Phone (502)-2 51 3645 - 26 140

Fax (502)-2 26140

FEDEPESCA, R.L.
Federacion de Cooperativas Pesqueras del Pacifico
Address: Aldea Buena Vista, Puesto [ztapa, Escuintla

ARTEXCO, R.L.

Federacién de Cooperativas de Produccién
Artesanal

Address: 7a. Av 15-97, Z5, Quetzaltenango
Phone (502)-9 61 4380

Fax (502)-9 63 0080

FECOMERQ, R.L.

Federacién de Cooperativas para el Mercadeo y
Servicios Varios

Address: 2a. Calle 1-73, Zpma 2, Chimaltenango
Phone (502)-9 39 1176 - 39 1486

Fax (502)-993 1176

FECOAR, R.L.

Federacién de Cooperativas Agricolas Regionales
Address: Calzada Roosvelt, 43-53, Zona 11, Guatemala
Phone (502)-2 95 4128 - 95 4370

Fax (502)-2 95 4370

FEDECOVERA, R.L.

Federacién de Cooperativas de las Verapaces
Address: Finca Chimax, Cobén, Alta Verapaz
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Phone (502)-9 51 1035
Fax (502)-9 51 1035

XELACR.L.

Lacteos de Xelaji

Address: Km 189.5 San Cristébal Totonicapén,
Quetzaltenango

Phone (502)-9 63 9503

Fax (502)-9 63 9681

Cooperativa Unién Progresista Amatitlaneca, R.L.
Address: 2a. Av 3-71, Amatitlan
Phone (502)-9 33 0473 - 33 1303

Parroquial Guadalupana R.L.

Cooperativa de Ahorro y Crédito Integral
Address: 14 Av 1-65, Zona 14, Guatemala

Phone y Fax (502)-2 68 1800 - 63 6662 - 63 6672

Columna Compaiiia de Seguros, S.A.
Address: 4a. Calle 4-55, Zona 9, Guatemala
Phone y Fax (502)-2 60 7306 10 09

Cooperativa Agricola Cuatro Pinos, R.L.
Address: Santiago de Sacatepequez, Guatemala
Phone (502)-9 30 3250 - 30 3817

Fax (502)-9 30 3818

Government Agencies

Biblioteca Nacional
Address: 5 Av 7-26, Zona 1, Guatemala
Phone (502)-2 53 9071

Centro de Capacitacion Ocupacional
Address: 13 Av 29-29, Zona 5, Guatemala
Phone (502)-2 31 0609

Direccion General de Aduanas
Address: 10 Calle 13-92, Zona 1, Guatemala
Phone (502)-2 80 651 to 53

Direccion General de Comercio Exterior

Address: Ministerio de Economia, 8 Av 1043, Zona 1,
Nivel 3, Guatemala

Phone y Fax (502)-2 53 3895
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Direccién General de Migracién
Address: 41 Calle 17-36, Zona 8, Guatemala
Phone (502)-2 71 4670 - 71 4660 - 71 4682 - 71 4684

Direcciéon General de Servicios Agricolas
DIGESA

Address: 12 Av 19-01, Zona 1

Phone (502)-2 238 01 to 04

Empresa Eléctrica de Guatemala

Phone (502)-2 51 8777 t0 86 - 53 6191 - 53 6197

Ferrocarriles de Guatemala

Address: 9 Av 18-03, Zona 1, Guatemala
Phone (502)-2 830 30 to 39

Fax (502)-2 51 2006

Empresa Guatemalteca de Telecomunicaciones
Asesoria Juridica

Address: 8 Av 13-18, Zona 1, Guatemala

Phone (502)-2 51 5398 - 51 4498 - 53 8498
Gerencia

Address: 7 Av 12-39, Zona 1, Guatemala

Phone (502)-2 83 380 - 84 781

Relaciones Piiblicas

Address: 7 Av 12-39, Zona 1, Guatemala

Phone (502)-2 51 2998 - 26 598

Instituto de Ciencia y Tecnologia Agricola

ICTA

Address: Carretera a Amatitlan, Km 21.5, Bércenas
Phone (502)-2 31 2008 - 31 2009

Instituto Guatemalteco de Seguridad Social
Phone (502)-2 26 001 to 26 009 - 80 575 - 51 4376 - 81 048

Instituto Guatemalteco de Turismo

Address: 7 Av 1-17, Zona 4, Centro Civico, Guatemala
Phone (502)-2 31 1333 to 47

Fax (502)-2 31 2127

Mercado de Artesania

Phone (502)-2 72 0208

Divisién de mercadeo

Phone (502)-2 32 2731

Fax (502)-2 31 4416
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Instituto Nacional de Comercializacion Agricola
INDECA

Address: 5 Av 12-31, Zona 9, Guatemala

Phone (502)-2 32 0124 - 73 0007

Instituto Nacional de Electrificacion
INDE

Address: 7 Av 2-29, Zona 9, Guatemala
Phone (502)-2 34 5706 - 34 5711

Instituto Nacional de Transformacién Agropecuaria
INTA

Phone (502)-2 80 881 to 80 885 - 80 975 to 80 979
Fax (502)-2 51 6359

Instituto Técnico de Capacitacién y Productividad
INTECAP

Address: Calle del Estadio Mateo Flores, 7-51, Zona S,
Guatemala

Phone (502)-2 31 0117 - 31 0613 - 31 0677 - 31 3342
Fax (502)-2 31 6672 - 32 5994 - 34 7202

Ministerio de Agricultura, Ganaderia y
Alimentacion

Address: Palacio Nacional, 6 Calle 6y 7 Av, Zona 1,
Guatemala

Phone (502)-2 39 3280 - 39 3320

Ministerio de Comunicaciones, Transporte y Obras
Piiblicas

Address: Palacio Nacional, Nivel 3, Guatemala

Phone (502)-2 21296 - 72 0440 - 72 1414

Ministerio de Cultura y Deportes
Address: 6 Av 3-11, Zona 4, Guatemala
Phone (502)-2 31 433 - 31 4336

Ministerio de Economia
Address: Palacio Nacional
Phone (502)-2 83 331 - 83 339 - 21 212 ext 410, 407

Ministerio de Educacién
Address: Palacio Nacional
Phone (502)-2 21 212, ext 353, 355, 365

Ministerio de Relaciones Exteriores
Phone (502)-2 39 333 ext 475 - 51 3944 - 82 827 - 26 748
Fax (502)-2 51 6745

Ministerio de Trabajo y Previsién Social
Address: 14 Calle 549, Zona 1, Edificio Nasa,
Guatemala

Phone (502)-2 51 5644 t0 49

Fax (502)-2 30 1366

Registry Offices

Registro de Ciudadanos
Address: 1 Calle 1-53, Zona 2, Guatemala
Phone (502)-2 50 0034 - 50 0036 - 50 0038

Registro de la Propiedad Industrial

Ministerio de Economia

Address: 6 Av 11-43, Zona 1, Edificio Pan Am, Nivel 3,
Guatemala

Phone (502)-2 23 541 - 23 618 - 25 514 - 51 4329

Fax (502)-2 23 139

Registro General de la Propiedad

Address: 9 Av y 14 Calle “A”, Zona 1, Guatemala
Phone (502)-2 51 1655 - 53 0611 - 53 8511 - 53 9170
Fax (502)-2 26 739

Registro Mercantil de la Propiedad
Address: 9 Calle 3-49, Zona 1, Guatemala
Phone (502)-2 20 481 - 20719 - 20 151

Barnks

BANAMEX

Banco Nacional de México S.A.

Address: Centro Empresarial Torre 1, Nivel 11, Of
1101-2

5 Av 14-45, Zona 10, Guatemala

Phone (502)-2 33 7094 - 37 7095

BANCASOL

Banco Privado para el Desarrollo S.A.
Address: 7 Av 8-46, Zona 9, Guatemala
Phone (502)-2 34 3345

Fax (502)-2 31 6347
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BAM

Banco Agricola Mercantil

Address: 7 Av 9-11, Zona 1, Guatemala

Phone (502)-2 21 601 - 51 9506 - 51 1116

Fax (502)-2 25 406

Banco Continental

Address: Plaza Contnental, 6 Av 9-08, Zona 9,
Guatemala

Phone (502)-2 39 2001

Fax (502)-2 39 2091

Banco Corporativo S.A.

Address: 6 Av 4-38, Zona 9, Guatemala
Phone (502)-2 34 3468

Fax (502)-2 31 9108

Banco del Comercio

Address: 6 Av 8-00, Zona 9, Guatemala
Phone (502)-2 39 0504 to 08

Fax (502)-2 39 0552 - 39 0555

Banco de l1a Republica

Quetzaltenango

Address: 2 Calle 14-36, Zona 3

Phone (502)-2 061 4335 - 061 4546
Guatemala

Address: 3 Av 10-06, Zona 1

Phone (502)-2 29 971 - 81 676 - 51 4317

Banco del Ejército
Address: 5 Av 6-06, Zona 1, Guatemala
Phone (502)-2 30 0856 - 53 2146

BT

Banco de los Trabajadores

Address: 8 Av 10-67, Zona 1, Guatemala
Phone (502)-2 24 651 to 08 - 24 341 t0 46

CITIBANK

Address: Av Reforma 15-45, Zona 10, Guatemala
Phone (502)-2 33 6574

Fax (502)-2 33 6860

Deutsch-Sudamerikanische Bank
Address: 5 Av 1545, Zona 10, Guatemala
Phone (502)-2 33 7205

Fax (502)-2 33 7208
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Banco del Agro

Address: 9 Calle 5-39, Zona 1, Guatemala
Phone (502)-2 29 485 - 80 697

Fax (502)-2 30 0322

BI

Banco Industrial S.A.

Address: Centro Financiero 7 Av 5-10, Zona 4,
Guatemala

Phone (502)-2 34 5111

Banco Inmobiliario

Address: 8 Av 10-57, Zona 1, Guatemala

Phone (502)-2 51 9222 to 24 - 51 9028 - 51 9031
Fax (502)-2 84 842

Banco del Café

Address: Av La Reforma, 9-00, Zona 9, Guatemala
Phone (502)-2 31 1311

Fax (502)-2 31 1418

BANORO

Banco del Nor-Oriente S.A.

Address: 5 Av 12-60, Zona 1, Guatemala
Phone (502)-2 51 8311

Fax (502)-2 51 1640

Banco Empresarial S.A.

Address: 7 Av 8-92, Zona 9, Guatemala
Phone (502)-2 39 0484 10 93

Fax (502)-2 314766

BQ

Banco del Quetzal
Address: 7 Av 6-26, Zona 9
Phone (502)-2 31 8333

Fax (502)-2 34 0612 10 13

Banco de Crédito Hipotecario Nacional de
Guatemala

Address: 7 Av 22-77, Zona 1, Guatemala
Phone (502)-2 50 0112 - 50 0132

Banco G&T

Address: 7 Av 1-86, Zona 4, Guaternala
Phone (502)-2 31 2333

Fax (502)-234 7913 - 32 5376 - 32 6864
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BI

Banco Internacional

Address: 7 Av 11-20, Zona 1, Guatemala
Phone (502)-2 51 2021 to 24

Fax (502)-2 51 2260 to 63

Banco Metropolitano

Address: 5 Av 8-24, Zona 1, Guatemala
Phone (502)-2 25 361 to 68

Fax (502)-2 84 073

PROMOBANCO

Banco Promotor S.A.

Address: 10 Calle, 6-47, Zona 1, Guatemala
Phone (502)-2 51 2928

Fax (502)-2 51 3387

BANEX

Banco de Exportacién S.A.

Address: Av de la Reforma, 1149, Zona 10, Guatemala
Phone (502)-2 31 9861 - 34 6919

Fax (502)-2 32 2879

BANCOR

Banco Reformador

Address: Av Reforma y 8 Calle, Zona 9, Guatemala
Phone (502)-2 34 1270

Fax (502)-2 32 2431

organiSMos Internacionales

AID

Agencia para el Desarrollo Internacional
Phone (502)-2 32 0202 - 32 0322

Fax (502)-2 31 1151

BCIE

Banco Centroamericano de Integracién Econémica
Phone (502)-2 34 1744 - 31 6821 - 322722

Fax (502)-2 31 1457

BID

Banco Interamericano de Desarrollo
Phone (502)-2 35 3319

Fax (502)-2 31 8167

INCAE

Instituto Centroamericano de Administracién de
Empresas

Phone (502)-2 31 1053 - 31 7454 - 34 0451

Fax (502)-2 34 0451

ICAITI

Instituto Centroamericano de Investigacién y
Tecnologia Industrial

Phone (502)-2 34 0208 10 12

Fax (502)-2 31 7470

INCAP

Instituto de Nutricién de Centroamérica y Panama
Phone (502)-2 72 3762 to 67 - 71 5655 to 59

Fax (502)-2 73 6529

IoCA

Instituto Interamericano de Cooperacién para la
Agricultura

Phone (502)-2 31 6304 - 34 6903 - 32 6306

Fax (502)-2 32 6796

OEA

Oficina de la Organizacién de los Estados
Americanos en Guatemala

Phone (502)-2 324743 - 34 1037 - 31 8124
Fax (502)-2 32 4454

ONU
Organizacién de Naciones Unidas
Phone (502)-237 0611 to 16 - 37 3316 - 33 5416

PARLACEN

Parlamento Centroamericano

Phone (502)-2 31 2154 - 31 2179 - 31 2184
Fax (502)-2 31 2286 - 34 6670

PNUD
Programa de las Naciones Unidas para el Desarrollo
Phone (502)-2 37 0611 to 16 - 37 3316

SIECA

Secretaria Permanente del Tratado General de
Integracién Econémica de Centroamérica
Phone (502)-2 68 2151

Fax (502)-2 68 1072 - 37 3750
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UNICEF
Fondo de las Naciones Unidas para la Infancia
Phone (502)-2 33 6773 - 33 6380
Fax (502)-233 6717

Chambers of Commerce

Camara de Comercio de Guatemala
Address: 10 Calle 3-80, Zona 1, Guatemala
Phone (502)-2 51 0551 - 82 681 - 53 1439

Camara de Comercio Guatemalteco-Alemana
Address: 6 Av 20-25, Zona 10, Guatemala
Phone (502)-2 68 2971 - 33 6036 to 38

Camara de Comercio Guatemalteco-Americana
Address: 12 Calle 1-25, Zona 10, Torre No. 1203,
Guatemala

Phone (502)-2 35 3355 - 353372

Medellin. Phone. (57) 4-4414141 / Fax (57) 4-2570576
Santafé de Bogota. Phone. (57) 1-3440166
Fax (57) 1-2694225
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Camara de Exportacion de Guatemala
Address: 11 Calle 5-66, Zona 9, Guatemala
Phone (502)-2 31 2213

Camara de Industrias de Guatemala
Address: 3 Calle 6-11, Zona 4, Guatemala
Phone (502)-2 31 5404 - 31 3768 - 31 3806 - 31 8554

Camara de Turismo de Guatemala
Address: 7 Av 1-17, Zona 4, Guatemala
Phone (502)-2 31 7872

Camara del Agro de Guatemala
Address: 15 Calle Av 7-65, Zona 9, Guatemala
Phone (502)-2 31 7824

Camara Guatemalteca de la Construccion
Address: Rt 4 3-56, Zona 4, Guatemala
Phone (502)-2 31 8052 - 34 8107 - 31 8138

Camara Oficial Espanola de Comercio de
Guatemala

Address: 12 Calle 1-25, Zona 10, Guatemala
Phone (502)-2 35 2829

Fax (502)-2 353380-35273
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Dear reader:

In order to obtain fedback about our program “Doing business with the co-operatives in Latin
_America”, we want to konw your opinion and your interest about the document that you just read.
Please fill out the form and send it to our adress (see below).

1. We are preparing guides about the following countries. Mark with and “x” the countries that
you'd like to receive the correspondent guide:

[ Costa Rica (] Guatemala ] Chile ] Peru
[JEl Salvador (] Mexico [ Uruguay [} Bolivia
[ Nicaragua [1Colombia [ ] Haiti [] Ecuador

2. Would you like to obtain a guide from another Latinamerican country not included above?
so, what country?

3. What topics not included in this issue would you like to read in future publications?

«  Directory about information and co-operative comercial activities.
«  “Who is who” in co-operative sector of each country.

< Other financial and production data about co-operatives.

«  More “Case studies” about success co-operatives.

*  Another topics (explain)

4. How did you get this guide?

Name: Mail adress:

Zip code: Country: Fax:

Please send us the information requested to the following adress:

International Co-operative Alliance

. Regional Office ROAM
P.O. Box: 8-6310-1000
San José, Costa Rica




DOING BUSINESS WITH THE CO-OPERATIVES
OF GUATEMALA

The document that you have in your hands is intended to be a practical guide for
investors, businessmen and co-operatives interested in learning more about invest-
ment options in Guatemala, especially the numerous opportunities found in the co-
operative sector of this country.

Among the topics and information included in this manual of opportunities:

. The most important advantages of beginning relations with
Guatemalan co-operatives.

An overview of the economy, incentives and benefits oriented towards the promotion of investment
and exportation, as well as the most relevant commercial accords.

Profiles of the most dynamic sectors and the opportunities with related co-operatives.
How to do business with co-operatives: an explanation of potential modalities.

A sample of the most successful co-operatives in Guatemala.

General Information About Guatemala:

History Geography and Climate
Population and Standard of Living Infrastructure

A summary of the financial/banking system, and the opportunities with related co-operatives.
A summary of the tax system, including the fiscal advantages of co-operatives.

A summary of Guatemalan labor law.

A summary of the political and legal systems of Guatemala.

A list of key contacts for doing business with the co-operatives in Guatemala.



