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Foreword 
 
In Central America, most of the poor are found in rural areas and much of the rural 

population is poor. Ongoing debate revolves around the underlying causes of persistent rural 
poverty and the most appropriate mix of interventions to promote broad-based, poverty-reducing 
growth.  The World Bank’s recent Rural Development Strategy for the Latin America and 
Caribbean Region has underscored the fact that governments and donors need information about 
tradeoffs between growth and poverty reduction.  Should public investments be targeted towards 
more favored areas in the hope that synergisms and economies of agglomeration create 
conditions for self-sustaining rural growth?  Or, should less-favored regions receive a larger 
share of this investment to compensate for historical under-investment in these areas?  Which 
regions and households are best able to take advantage of the emerging opportunities? What 
should be done to support those who cannot? 
 

This Central American regional study is part of ongoing efforts by the Environmentally 
and Socially Sustainable Development Department and the Central American Department in the 
Latin America and Caribbean Region of the World Bank  to address these fundamental questions 
and to strengthen analyses and strategies for rural development. This regional study encompasses 
three Central American countries: Nicaragua, Guatemala and Honduras. The focus of this report 
is Guatemala.  The study complements other World Bank-supported economic sector work 
currently being carried out by other sectors in the Latin America and Caribbean Region.  
 

The study is also motivated by several other factors: First is the recognition that sub-
national regions are becoming increasingly heterogeneous and economically differentiated as 
part of ongoing processes of development and diversification, with some areas advancing and 
others being left behind.  Second is the acceptance that one rural strategy does not fit all; design 
of an appropriately tailored rural strategy requires understanding the assets, markets, and 
institutions that frame household opportunity sets and livelihood strategies. Third, rural 
heterogeneity requires identification of sufficiently homogeneous areas and household types to 
facilitate policy formulation, investment strategies, and project design. Fourth, there is a need to 
bridge the gap between conceptual strategies and their timely implementation in order to obtain 
tangible and sustainable results. To this end, it is necessary to identify the appropriate sequencing 
and complementary of investments in assets needed to drive growth and reduce poverty. 
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DRIVERS OF SUSTAINABLE RURAL GROWTH AND POVERTY REDUCTION IN 
CENTRAL AMERICA 

 
GUATEMALA CASE STUDY 

 

Executive Summary 
 
Study Objectives 
 

For millions of people in Central America, the question could not be more important: 
which priorities for public investments in rural development can best achieve sustainable growth 
and poverty reduction in the region?  Should scarce public investments be targeted toward more 
favored areas that have better prospects for self-sustaining rural growth?  Or should less-favored 
regions receive a larger share of this investment to compensate on equity grounds for historical 
under-investment in these areas?  Which regions and households are best able to take advantage 
of the emerging opportunities?  What should be done to support those who cannot? 
 

This Central American regional study is part of ongoing efforts by the Environmentally 
and Socially Sustainable Development Department and the Central American Department of the 
World Bank to address these fundamental questions and to strengthen analyses and strategies for 
rural development. This regional study encompasses three Central American countries: 
Nicaragua, Guatemala, and Honduras. The focus of this report is Guatemala.  The study 
complements other World Bank-supported economic sector work currently being carried out by 
other sectors in the Latin American and Caribbean region. 
 

The objective of the study is to understand how broad-based economic growth can be 
stimulated and sustained in rural Central America. The study identifies “drivers” of sustainable 
rural growth and poverty reduction. Drivers are defined as the assets and combinations of assets 
needed by different types of households in different geographical areas to take advantage of 
economic opportunities and improve their well-being over time. The study examines the relative 
contributions of these assets, and identifies the combinations of productive, social, and location-
specific assets that matter most for raising incomes and exploiting prospects for poverty-reducing 
growth. By examining the role of assets in achieving development objectives, it is hoped that 
subsequent policies and investments will have a sustainable impact on poverty reduction in rural 
areas. 

 
Sub-objectives of the study include to: 

• Examine recent changes in well-being for different areas of the country and different 
population sub-groups 

• Describe the asset bases of rural households and understand how assets and 
combinations of assets contribute to well-being and rural growth potential 

• Examine how the Bank’s current portfolio of Environmentally and Socially 
Sustainable Development and other sector projects can better contribute to improving 
the asset bases of rural households 

• Provide guidance for strategies and investment priorities in Central America. 



 x

Conceptual Approach 
 

This study adopts an asset-based conceptual approach. The range of assets includes 
natural, physical, financial, human, social, political, institutional, and location-specific assets.  
The study focuses on how households deploy their assets within the context of policies, 
institutions, and risks to generate a set of opportunities.  Households respond to opportunities by 
allocating their assets and selecting livelihood strategies that ultimately determine their well-
being outcomes.  Assets enable better risk management, empower people to participate in 
political and social life, and have impacts on levels of household well-being, incomes, and future 
growth potential. Through these outcomes and subsequent investment decisions, the household’s 
future asset base is determined. 
 

The study is not trying to identify particular enterprises or sub-sectors that might 
stimulate growth and poverty reduction.  Instead, it analyzes the quantity, quality, and 
productivity of assets needed by households in different geographical areas to exercise their 
potential for generating long-term growth and improving well-being under a particular enterprise 
or development path. The asset-based approach is well-suited for understanding and analyzing 
the Guatemalan rural economy because of the unequal distribution of assets, high exposure to 
natural, economic, and social risks, and ongoing economic, political, and institutional reforms---
all of which influence prospects for rural growth and poverty reduction.  
 

The study's focus on assets is appropriate given historically stark inequalities in the 
distribution of productive assets among households in the region. Such inequalities are likely to 
constrain how the poor share in the benefits of growth, even under appropriate policy regimes. 
Because of these inequalities, policy and market-based reforms alone cannot quickly level the 
playing field between the asset poor and those who possess the complementary assets necessary 
to exploit economic opportunity. Indeed, some growth-oriented investments can bypass poor 
households and deepen inequalities without targeted interventions to build and strengthen the 
asset bases of the poor. The focus on assets also helps delineate public and private roles in 
building and strengthening asset bases. 

 
Major Findings 
 

Guatemala faces major obstacles to stimulating broad-based economic growth and 
reducing poverty. Poverty is a serious problem, even though the 1996 Peace Accords have 
provided a more stable context to facilitate progress toward poverty reduction.  Economic growth 
has been relatively steady for the past half-century, but has not produced substantial declines in 
poverty.  National growth rates mask sectoral differences, problems in lagging rural areas, and 
areas affected by conflict prior to 1996.  The Government of Guatemala recognizes that the 
poverty problem is not being solved with standard economic tools, and several provisions of the 
Peace Accords embody this knowledge.  
 

Rural poverty in Guatemala is characterized by three important features.  First, 
geographic isolation, caused by varied topography and inadequate transport networks, is an 
important correlate of poverty.  Rural poverty rates increase with isolation.  Potential poverty-
reducing income-generating opportunities are more readily found in densely populated areas near 
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urban centers.  Many of these income-generating opportunities are found outside of agriculture in 
the formal and informal sectors. However, experience with non-traditional export agriculture and 
other forms of agricultural intensification suggests that agriculture can be a viable strategy for 
exiting poverty in many rural areas.  In fact, agricultural dynamism can build income bases and 
local demands necessary to stimulate non-agricultural enterprises. 
 

The second dominant feature of rural poverty is ethnic exclusion. Poverty rates are far 
higher among indigenous groups and groups whose primary language is not Spanish. The 23 
ethno-indigenous groups in Guatemala suffer from historical exclusion from public services and 
economic opportunities, and are frequently geographically isolated. Exclusion results in weak 
asset bases, uncertain property rights, and limited ability to exploit economic opportunities.  
Access to land is a particularly serious problem of the indigenous in the Western Altiplano.  

 
Third, rural poverty is concentrated in particular areas: that is, it has a particularly strong 

spatial dimension in Guatemala. The highest poverty rates are found in the remote municipios 
(municipalities) in the Western Altiplano, in the larger municipios in Northern Region, and in 
scattered areas along the Honduran and Salvadoran borders. However, parts of the Western 
Altiplano and the East with the highest rates and densities of poor households also have 
relatively good prospects for economic growth. Because asset ownership is skewed in these 
areas, the poor are not participating in the benefits of growth. An important rural development 
issue is to identify factors preventing the poor from raising their incomes and taking advantage 
of prospects for poverty-reducing growth in these areas. Some of these factors could be missing 
assets, others could be poorly functioning institutions, and some could be related to policy 
shortcomings. 

 

Considering these factors, some specific findings follow:  

• Well-defined areas of higher economic potential exist, with good agricultural 
potential, relatively good access to infrastructure, and high population densitiesAs 
with other countries in Central America, growth has been concentrated in areas where 
agro-ecological conditions favor export agricultural production.  Road networks and 
other infrastructure were primarily built to support production in coffee and banana-
producing areas of Guatemala and Honduras, in coffee and cattle-producing areas of 
Nicaragua, and in other high export-potential areas around the region. In Guatemala, 
higher potential zones are found in the South Coast, in scattered areas of the Western 
Altiplano, near Guatemala City, and along the Salvadoran border. The combination of 
high population densities, relatively good infrastructure, and relatively good soil 
quality found in these areas suggest that they may have greater economic potential.  

 
• The high degree of overlap between high poverty rates and high poverty densities in 

areas such as the Western Altiplano means that investments there should reach 
significant proportions of the country’s rural poor  

Poverty densities are highest in the Western Altiplano, in the areas around 
Quetzaltenango and Huehuetenango moving west toward the Mexican border.  These 
areas have high proportions of indigenous populations and also very high poverty 
rates. Conditions for growth often include better agricultural potential, higher 
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population densities, proximity to intermediate and final markets, and relatively good 
access to transportation. These conditions are frequently absent in places where 
poverty rates are highest---but are more likely found in areas with high poverty 
densities. Such considerations suggest that in some countries tradeoffs exist between 
poverty reduction and economic growth and that investment decisions should 
consider these tradeoffs. However, the geographic correspondence between high 
poverty rates and high poverty density in parts of the Western Altiplano indicates 
little or no tradeoff in targeting high poverty areas for poverty-reducing interventions. 
Strategies targeted to such areas will reach many poor people and leakages to the 
noon-poor will be minimal.   

 
• Despite economic potential in parts of the Western Altiplano, measures of well-

being are lagging far behind potential 
The Western Altiplano is an obvious target for poverty-reducing investments, 

and is especially promising because of its relatively high economic potential.  
Persistent high rates of poverty, however, show that this potential is not being fully 
realized---and even where it is being realized, the poor are not participating.  Despite 
high population density and road densities, lack of feeder roads within these 
mountainous municipios keeps the poor from participating more fully in the market 
economy while reducing prospects for poverty reduction in the region. 

 
• To generate substantial gains in poverty reduction and broad-based growth, 

complementarities between productive, social, and location-specific assets must be 
addressed 

Education, infrastructure (especially access to roads), social capital, 
landholding size, and other location assets were found to be the most important 
assets, but other productive assets also play key roles. For example, lack of 
information about markets and opportunities, and limited access to public services 
can represent major constraints to broad-based growth. Not all assets are equal in 
importance; some are effective only in combination with other assets. Thus public 
investment strategies should be coordinated across sectors. Asset bases and returns to 
these assets vary substantially depending on the household’s location.  Such variation 
suggests that a spatially differentiated “territorial” rural investment strategy is 
appropriate.   

 
• Access to land is a determinant of well-being in rural Guatemala, but the quality 

and location of land are also important    
Although landless households experience higher rates of poverty, increased 

landholding is not necessarily associated with lower poverty rates.  Livelihood 
strategies, especially if they include rural non-agricultural activities, also matter. The 
relationship between landholding size and economic well-being depends, among 
other things, on land quality, its proximity to markets, and the availability of other 
complementary assets, especially education and infrastructure. Education leads to 
increased productivity of existing lands, and better-educated farmers are able to reap 
benefits from larger holdings. The amount of land under irrigation is statistically 
significant and positively associated with farm-household well-being, according to 
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the multivariate analysis.  Farmers using modern seed and chemical inputs were also 
better off, holding all else constant, than those who did not use these inputs. 

 
• Assets can complement and substitute for one another 

No unique minimum or optimal asset bundle applies to every household or 
region. For example, road access substitutes for landholding size in remote areas, but 
distance from services makes education even more important. Infrastructure 
investments are more effective when directed toward areas with better land security 
and access. Households with low education (and lacking other assets) do not benefit 
as much from better roads.  Social capital of communities compensates for lack of 
location-specific assets. 

 
• Strong local level institutions and social capital can compensate for lack of physical 

assets 
Strong local level institutions are key to managing community affairs such as 

provision of basic services, regulation of natural resource use, mediation of conflicts, 
and coordination of community development.  Water committees, school committees, 
credit associations, sharecropper associations, and churches are commonly found in 
communities throughout rural Guatemala. In the absence of formal institutions in 
isolated rural areas, these organizations fill a critical role. Much of the potential for 
poverty-reducing growth lies in the dynamism of communities, their local level 
institutions and social assets.   

Evidence from the multivariate household analysis and qualitative studies 
shows that social capital can substitute for location disadvantages. Strong 
communities make greater and more intensive use of their natural capital. They 
increase productivity and facilitate social action in the face of crises. These actions 
can generate social innovation and lead to greater participation and interaction with 
external agents and more coordinated demands to the government. By strengthening 
their productive, economic, and social organizations, communities enhance their other 
assets. 

 
Recommendations 
 

• Move from geographically untargeted investments in single assets to a more 
integrated and geographically based approach of asset enhancement with proper 
complementarities 

Investments in single assets (e.g. roads, education, agricultural technology) 
need to be complemented by provision of other assets to achieve broad-based poverty 
reducing growth. If complementary investments are not made, the benefits from 
investments can bypass households without complementary assets.  Investments in 
education, roads, and other infrastructure related to access to markets intensify the 
positive effects of investments in agriculture and other land-based production 
strategies, which by themselves have limited impacts on growth and poverty 
reduction. Complementary investments resulting from increased cross-sectoral 
cooperation is necessary to realize highest levels of project impacts.  A multisectoral 
and spatially differentiated investment program is required to upgrade and improve 
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access to household assets. The appropriate roles of the public and private sectors in 
providing access to assets needs to be carefully considered during formulation of the 
investment strategy.  At a minimum market failures and information asymmetries 
should be addressed through public actions and barriers to asset accumulation should 
be identified. 

 
• If the development objective is to reach the largest number of poor, invest in a 

variety of social and productive household assets in high potential areas with the 
high rural poverty densities 

Policymakers in Guatemala have the opportunity to take advantage of the high 
correspondence between rural poverty rates and poverty densities in parts of the 
Western Altiplano and other areas with relatively good agricultural potential and 
access to infrastructure.  Although such interventions can benefit large numbers of 
poor people, interventions can bypass some the poor, especially indigenous peoples, 
if it is not recognized that missing assets prevent them from taking advantage of 
economic opportunities. Despite high population density and proximity to major road 
networks, lack of feeder roads within parts of the Western Altiplano increases 
transaction costs and makes it difficult for poor households to participate in the 
market economy, reducing prospects for poverty reduction in the region. Small land 
holding sizes and inadequate access to technical assistance and productivity-
enhancing technologies also limit agricultural growth in many areas.  Asset bases of 
the poor in this region need to be strengthened to ensure that they benefit from 
growth-related spillovers.    

 
• Strategies are needed to confront exclusion of indigenous population and redress 

their low levels of productive assets and returns on assets 
Indigenous rural households have mean levels of consumption about 30 

percent lower than non-indigenous households, controlling for levels of education, 
language ability, land holding, and other productive assets. This finding holds across 
all regions of the country and is an important indication of the persistent economic 
and social disadvantages faced by indigenous households. It underscores the strong 
and longstanding exclusion of the indigenous population from public services and 
economic opportunities. Some efforts, such as strengthening property rights and 
providing more transparent rules of access to institutions, will benefit all, but will 
have a particularly strong impact on excluded groups.  Other efforts should be more 
carefully targeted to assist members of excluded groups and strengthen their ability to 
overcome historical structural problems. With peace and a revitalized sense of 
cultural identity, the former conflict areas have potential for the development of 
ecologically and culturally sensitive tourism. These activities could be an important 
source of jobs and markets. 

 
• In areas of higher agricultural potential, access to major infrastructure, and 

population density, agriculture should form an integral part of the rural growth 
strategy 

High reliance of rural households on agricultural and related income means 
that any strategy targeted to these areas will have to build upon the economic base 
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created by agriculture. Broad-based agricultural growth is constrained by unequal 
access to land, degradation of natural resources such as water and soil fertility, 
absence of technologies for productivity enhancements, and weak institutions for 
technical assistance and dissemination of market information.  The extent to which 
agricultural growth will lower rural poverty depends on how these critical 
shortcomings are addressed.  Although past performance of the agricultural sector has 
been erratic, several bright spots exist, including the non-traditional export sector. 
Forward and backward linkages to agricultural production and marketing can be a 
strong catalyst of broad-based growth, but agricultural growth itself needs to be 
broad-based if linkages are to reach their potential.  

 
• The highly differentiated spatial distribution of economic potential implies a need 

for differentiated rural strategies according to an area’s specific assets, markets 
and institutions   

Heterogeneity of areas and households limits the appropriateness of “cookie-
cutter approaches” to rural strategies, policies and programs designed to foster broad-
based growth.  Investment strategies should be formulated on a broad regional basis, 
but options within regions should be tailored to local asset bases and other conditions. 
The need for geographic adaptation implies a greater role for local decision-making. 
Central government should provide guidance for investments and national priorities, 
but seek local input and analysis before deciding on the final form of such 
investments.  Public investment programs should contain a menu of alternatives, and 
the ultimate decision about the optimal alternative will depend on local assets and 
regional conditions: 

 
- In the Western Altiplano, the focus should be on land access and 

productivity enhancements, improved market and technical information, and 
diversification into high value-added activities.  Market-based land access 
programs need to consider these complementary assets and their role in 
enhancing land productivity. A critical component of these actions would be 
mainstreaming environmental improvement programs such as forestry and 
water management.  Improving feeder roads rather than constructing primary 
or secondary ones should also be a priority. To reduce the constraints to 
broader participation in the market economy, public interventions should 
enhance the effectiveness of public services, reduce transactions costs 
associated with low-quality and scarce transport and communication 
infrastructure, increase access to technical assistance, and reduce market-
related risk (also associated with poor information). Assistance in these areas 
should also focus on promoting non-agricultural activities such as services, 
especially those with close linkages to agriculture.  Finance and technical 
assistance for such activities should be considered. 

 
- In the isolated areas of the Northern and Peten regions, access to basic 

education should be expanded, as should access to basic services such as 
water and sanitation, transportation, and electricity.  Investments should be 
focused around market towns and areas where population densities are 
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highest; in this region, the tradeoffs between reducing poverty and generating 
rural growth are most pronounced.  The quality of the natural resource base 
should be sustained and programs to enhance economic returns from 
environmental resources should be explored. 

 
- In the most highly indigenous areas which include most parts of the 

Western Altiplano and some areas of the isolated Northern region, 
programs are needed to lower barriers to access basic services and economic 
opportunities.  Investments to promote basic literacy and language skills are 
needed.  Productive investments should be delivered through existing 
community groups and local governments, building on and enhancing local 
strengths.  Access to key assets such as land and public services should be 
promoted through forceful public action.  Proactive public efforts are needed 
to lower barriers created by discrimination.   

 
- In the higher potential areas of the Southern Coast, Central, and East 

regions, agriculture should help form the backbone of a broad-based growth 
effort.  Small- and medium-scale exporters will benefit from macroeconomic 
stability, exchange rate stability, and improved access to market-related 
information.  Among traditional large-scale exporters, agricultural services 
such as technical assistance, finance, group organizations, can be self-
financed.  Public efforts should address problems of small- and medium-scale 
producers.  These producers can be strengthened by supporting formation of 
producer groups, providing technical and market information, and supporting 
value-added innovations (such as dairy production, elaboration of non-
traditional exports).  Necessary supporting investments depend on the 
enterprise in question. 

 
• There is need for more strategic convergence in linking investments and impacts of 

sectoral projects backed by the World Bank and other donors in the diverse 
geographical regions of the country  

Investments in the environmentally and socially sustainable development 
sectors in themselves have limited growth and poverty reduction impact unless they 
can build on complementary basic assets, especially in education, roads, and other 
market-related infrastructure.  The Bank must improve the complementarity of Bank-
supported investments and increase cross-sectoral cooperation in order to be more 
effective in using the existing and proposed lending program to leverage more 
substantial gains in the policy, regulatory, and institutional reforms sought in the 
country.   
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Chapter 1. Introduction 
 
1.1. Context for the Study 
 

Central American countries have been characterized by dualistic agricultural sectors and 
pervasive rural poverty throughout their history (Hereford and Echeverría 2003; de Ferranti and 
others 2004).  Even though the region has experienced a process of urbanization, most of the 
poor can be found in rural areas.  Structural sources of rural poverty include unequal distribution 
of assets, inadequate investments in infrastructure and other public goods, ineffective delivery of 
public services such as health care and education, weak institutions, and policy biases against 
rural areas. 

 
Since the early 1990s, many anti-rural policy biases in Central American countries have 

been reformed. During the 1990s, agricultural growth contributed to increased incomes and 
marginally lower rural poverty rates.  This growth was largely driven by increasing prices of key 
agricultural commodity exports (notably coffee). Since the late 1990s agricultural prices have 
fallen dramatically.  Lower agricultural prices have generated a sense of crisis in rural areas.  The 
crisis is compounded by recurring natural disasters, which have negatively impacted rural 
populations and weakened their economic base.  Potential policy changes, such as the Central 
American Free Trade Agreement (CAFTA), further contribute to the uncertainty, but also create 
opportunities for growth. 

  
Traditional policy and market-based reforms cannot quickly resolve decades of structural 

constraints, including highly unequal access to productive and social infrastructure and skewed 
asset distributions.  The human and economic cost of inequality and poverty is particularly stark 
among indigenous peoples, populations of African descent and women, many of who already 
belong to the poorest of the poor.  Most of these social groups also have endured historical 
patterns of exclusion, which persist to this day.  The violence and crime endemic to the Region 
compound the challenge.  Although this violence is born of long-standing social, economic, and 
political inequalities, its influence has infiltrated the societies of almost every country in the 
region, retarding economic and social development, and undermining the confidence of citizens 
in government and public institutions. 

 
Most vulnerable among the rural poor are those with small landholdings and landless 

farm workers who live in ecologically fragile areas, such as hillsides and sub-humid, drought-
prone lands.  Many of these areas lack basic transportation, communication, and social 
infrastructure.  Households in such areas have limited assets and opportunities.  They tend to 
have lower levels of education and larger families, yet have strong communal traditions and 
cultural values that are not always well understood in the context of the market economy.  They 
are often net purchasers of food, producing primarily for subsistence or the local market.  Their 
productivity has not kept pace with other sectors of the economy, and many see migration as 
their best opportunity to escape poverty. 
 



 2

 Analysts acknowledge that new strategies are needed to promote sustainable poverty-
reducing economic growth in rural Central America.1  A central theme is that agriculture cannot 
serve as the sole engine of poverty-reducing rural growth, and that a balanced and integrated 
multi-sectoral, spatial approach is needed.  Such an approach will consider linkages between 
agricultural and non-agricultural activities, linkages across space, and relationships between 
household and community actions.  Differences in environmental conditions and access to 
infrastructure and services dictate a differentiated rural strategy that considers differences in 
household and spatial assets, together with the spread and concentration of formal and informal 
institutions.  The strategy should encourage asset accumulation and be responsive to local 
conditions. 
 
1.2. Study Objectives  
 

The objective of the study is to understand how broad-based economic growth can be 
stimulated and sustained in rural Central America. The study identifies “drivers” of sustainable 
rural growth and poverty reduction. Drivers are defined as the assets and combinations of assets 
needed by different types of households in different geographical areas to take advantage of 
economic opportunities and improve their well-being over time. The study examines the relative 
contributions of these assets, and seeks to identify the combinations of productive, social, and 
location-specific assets that matter most to raise incomes and take advantage of prospects for 
poverty-reducing growth. By examining the role of assets in achieving development objectives, 
we can help ensure that policy has a sustainable impact on poverty reduction.  
 

Sub-objectives of the study include to: 
   

• Examine recent changes in well-being for different areas of the country and different 
population sub-groups 

• Describe the asset bases of rural households and understand how assets and combinations 
of assets contribute to well-being and rural growth potential 

• Examine how the Bank’s current portfolio of Environmentally and Socially Sustainable 
Development (ESSD) and other sector projects can better contribute to improving the 
asset bases of rural households 

• Provide guidance for strategies and investment priorities in Central America. 
 

This study adopts an asset-based conceptual approach. Assets are defined to include 
natural, physical, financial, human, social, political, institutional, and location-specific assets.  
The study focuses on how households deploy their assets within the context of policies, 
institutions, and risks to generate a set of opportunities.  Households respond to these 
opportunities by allocating their assets and selecting livelihood strategies that ultimately 
determine their well-being outcomes.  Assets enable better risk management, empower people to 
participate in political and social life, and have impacts on levels of household well-being, 
incomes, and future growth potential. Through these outcomes and decisions to further invest in 
asset accumulation, the future household asset base is determined. 
 
                                                 
1 See, for example, de Janvry and Sadoulet (2000); Echeverria (2001a); IFAD (2002); Valdes and Mistiaen (2001). 
The approach is reflected in the World Bank’s new rural strategy for Central America (World Bank 2002a). 
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The study is not trying to identify particular enterprises (such as cut flowers, broccoli, or 
snow peas) or sub-sectors (crop, livestock, forestry) that might stimulate growth and poverty 
reduction.  Instead, we analyze the quantity, quality, and productivity of assets needed by 
different household types in different geographical areas to exercise their potential for generating 
long-term growth and improving well-being. The asset-based approach is well-suited for 
understanding and analyzing the Guatemalan rural economy because of the unequal distribution 
of assets, high exposure to natural, economic and social risks, and ongoing economic, political, 
and institutional reforms--all of which influence prospects for rural growth and poverty 
reduction.  

 
The study's focus on assets is appropriate given historically stark inequalities in the 

distribution of productive assets among households and geographical areas in the region. Such 
inequalities are likely to constrain how the poor share in the benefits of growth, even under 
appropriate policy regimes. Because of these inequalities, policy and market-based reforms alone 
cannot quickly level the playing field between the asset poor and those who possess the 
complementary assets necessary to exploit economic opportunity. The focus on assets also helps 
delineate public and private roles in building and strengthening asset bases. 

 
Indeed, some growth-oriented investments can bypass poor households and deepen 

inequalities without targeted interventions to build and strengthen the asset bases of the poor. A 
critical case in point for the region is agriculture--often the only livelihood strategy open to low-
asset households. Land--perhaps the most unequally distributed asset of all--is a key asset for 
mobilizing other assets that help guarantee subsistence consumption and generate the basis for 
further income-generating activity. Land concentration limits these mobilization effects. Unless 
large-scale concentrated holdings are especially absorptive of labor, the allocation of resources 
will remain inefficient, with low productivity of both land and labor.  

 

1.3. Study Audiences 
 

The primary audience of the study includes:  Central America World Bank operational 
staff and management (ESSD and other sector units); government officials (policymakers and 
strategy implementers) in national planning and sectoral ministries; management and technical 
officers from donor organizations working on the rural sector in the Central America countries; 
and officials from major nongovernmental organizations (NGOs) and farmer groups promoting 
rural sector growth and poverty reduction. 

 
The secondary audience includes World Bank staff from LAC and other regions, where 

the conceptual and analytical approaches may be of relevance, and academicians who are 
carrying out rural sector analytical studies. 
 

The chapter continues with a presentation of the asset-based conceptual framework 
employed in the subsequent analyses.  The analytical framework used for applying the asset-
based approach to Guatemala is then presented, with a roadmap outlining major components of 
the study. These components include a geographical information systems (GIS)-based mapping 
exercise, an analysis of the determinants of household well-being using a nationally 
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representative household survey, and qualitative livelihood studies and participatory 
assessments.  
 
1.4. The Asset-based Conceptual Framework  

 
The conceptual framework used in this study is anchored to an asset-based approach.2 

The approach provides insights that are particularly appropriate for examining rural poverty and 
the potential drivers of growth.  The framework includes the following components: assets 
(productive, social, location-specific), the context (policies, institutions and risks), household 
behavior (livelihood strategies), and outcomes (measures of household well-being). Household 
and community decisions determine outcomes such as household well-being, environmental 
preservation, and community prosperity.  The welfare-generating potential of assets depends on 
the asset-context interface. Policy reforms and building of assets need to be considered in tandem 
(see figure 1.1).  

 
A household’s assets consist of the stock of productive, social, and location-specific 

resources used to generate well-being3 (see Moser 1998; Siegel and Alwang 1999; Rakodi 1999). 
Household assets are drawn from individual, household, community, and national and global 
levels.  Assets include human factors such as age, education and family structure; natural capital; 
physical capital such as land, equipment, and housing; financial assets; location-specific factors 
such as access to infrastructure and social services; and social, political, and institutional assets 
that include social and political networks and social inclusion. According to the asset-based 
framework, the poor are “asset-poor,” few limited assets, hold assets with low welfare-
generating potential, or are unable to exploit their assets effectively. 
 

Certain assets are effective only if combined with others; asset complementarity matters.  
For example, access to high-quality land has different implications for well-being depending on 
its location relative to markets and other infrastructure, on access to credit, and on high-quality 
inputs. Education may have markedly different implications for welfare generation depending on 
location and the functioning of labor markets and related institutions. Good transport and market 
infrastructure are essential for successful adoption of higher-productivity agricultural technology. 
Other important determinants of asset productivity include regulatory and legal systems, which 
determine the security and transferability of assets, and the existence of means of exclusion. 
These factors are part of the context.   

 

                                                 
2 See appendix 1 and Siegel (2005) for a more detailed presentation. 
3 Natural assets include the quantity and quality of land, water and forest resources, agro-ecological conditions 
(elevation, slope, climatic factors), and soil conservation investments. Physical assets include durables such as 
livestock, machinery and equipment, the household’s dwelling and other buildings. Human assets include size and 
composition of the household, education levels, training and technical assistance received, and ethnicity. Financial 
assets include savings, credit, transfers (remittances and other cash transfers), and liquid stocks. Social and political 
assets include membership in various types of organizations, participation in collective action, social and political 
networks and social inclusion, voting rights, and participation in community, local and national elections. Finally, 
location-specific assets are related to the geographical location of the household and include access to population 
centers, markets, roads and public services, and population density. 
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The context in which households operate helps determine the welfare-generating 
potential of assets and prospects for improved well-being.  The political, legal, and regulatory 
contexts affect how household assets are managed and the extent to which successful livelihood 
strategies can be undertaken (Zezza and Llambi 2002). Exposure to risk is also a part of the 
context. Risk has both an intrinsic and instrumental cost.  Risk creates fluctuations in 
consumption and lowers household well-being.  The instrumental cost of risk is due to its impact 
on household responses. The costs of risk management include lower growth due to risk-
avoidance behavior and risk-reducing activities, and costs associated with coping activities 
(Siegel and Alwang 1999). Domestic and international policies, institutions and markets, and 
forces of nature shape the context.  In response, households allocate their assets and select 
livelihood strategies to manage risks associated with the prevailing context.  
 

The opportunity set for households to achieve levels of well-being depends on the 
interface between assets and the prevailing context.  Strategic management of household asset 
portfolios defines its behavior or livelihood strategy (Chambers and Conway 1992; Ellis 1998).  
Livelihood strategies refer to activities such as land and labor use decisions, investments in 
education, migration, participation in social capital building and other assets.  Asset holdings 
determine the ability to undertake a given enterprise and the productivity of resources allocated 
to that enterprise; this ability and the potential returns of the strategy depend also on the context.  
Livelihood strategies include a range of on- and off-farm agricultural and non-agricultural 
activities (Berdegue, Reardon, Escobar 2001; Corral and Reardon 2001).  In the asset-based 
approach, asset accumulation and changes in livelihood strategies are important drivers of 
sustained improvements in well-being.   
  

Ultimately, we are concerned with outcomes that reflect household well-being and 
prospects for growth over time.  The asset-based conceptual framework leads us to consider a 
variety of measures of household well-being and to use quantitative and qualitative analyses. In 
addition to income and consumption, poor rural households are concerned about food security, 
health status, vulnerability in general, empowerment and self-esteem, participation in community 
affairs, environmental quality, and hopefulness toward the future (Narayan and others 2000).   

 
1.5. Study Analytical Components and Organization of the Report 
 

The asset-based framework is amenable to a number of analytical techniques, but 
experience shows that simultaneous use of complementary methods deepens understanding of 
the relationship between assets, policy, and growth potential.  This study combines graphical 
mapping techniques, quantitative household analysis and qualitative analyses of assets and 
livelihoods.  The combination generates a description of rural space that recognizes the 
differential effect of policies on different households and regions.  

 
The case study for Guatemala has the following components: 

 
Chapter 1: Introduction 
 
Chapter 2: Characterization of the rural economy of Guatemala, the policy context, and recent 
agricultural and rural strategies 
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Chapter 3: Spatial overview of rural Guatemala, using geographical information systems (GIS) 
techniques, descriptive statistics and graphs, and regression analysis 
 

Maps are created to illustrate the distribution of factors such as population, poverty, road 
infrastructure, agricultural potential, climatic risks, and economic growth potential. The maps 
and descriptive analyses are combined with a simple analysis of economic potential to identify 
which geographical areas are likely to be amenable to growth-oriented interventions and whether 
the poor are likely to benefit.  The spatial distribution of poverty provides information on 
historical impacts of regional interventions on poverty reduction. The subsequent analysis of the 
relationship between spatial assets and household well-being highlights the degree of 
heterogeneity of conditions across rural areas.   
 
Chapter 4: Analytical results   

• Household-level analyses: Descriptive and econometric micro-level analyses using 
household-level data to better understand household characteristics, assets, livelihood 
strategies, and levels of well-being. The assets and asset combinations affecting 
household well-being, and impacts of potential policies on household well-being are also 
examined. The household-level analyses draw heavily upon the nationally representative 
2000 ENCOVI sample survey of households,4 along with data from the recent Population 
and Housing and Agricultural Censuses. 

• Qualitative analyses: Recently completed livelihood studies provided additional insights 
about household assets, the context, and livelihood strategies. These include qualitative 
livelihood information from the recent Guatemala Poverty Assessment, from preparation 
of the proposed Western Altiplano Natural Resources Management Project, and from the 
Food and Agriculture Organization of the United Nations.  

 
As a part of the study, rapid participatory asset and livelihood assessments were carried 
out in 21 communities in the Departments of San Marcos and Huehuetenango in April 
2004.  Livelihood studies were also conducted in six communities in eastern Guatemala.  
A project stocktaking with beneficiaries of the World Bank’s Land Fund Project was 
carried out in February 2003 in the Department of Quetzaltenango.  The qualitative 
exercises contribute to understanding the role of assets in generating community and 
household well-being, perceptions of obstacles to adoption of successful livelihood 
strategies, and priorities for investments. 

 
Chapter 5: Main conclusions and implications for priority setting of investments and other 
appropriate interventions

                                                 
4 The ENCOVI sample survey, conducted in 2000, was combined with census and space-specific data to undertake 
this analysis.  A complete description of the ENCOVI survey is found in World Bank (2004a). 
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Figure 1.1. The Asset-based Approach:  Assets, Livelihood Strategies and Well-Being Outcomes 

Assets…   .….within a given context 

       …determine the opportunity set   

Productive assets Social assets Location assets o Policies and institutions Risks 

o Natural resources 
(private and 
commons) 

o Human capital 
(education, skills, 
health status, 
household 
composition) 

o Physical capital 
(equipment, housing, 
transport) 

o Financial capital 
(savings, stocks of 
grains and livestock, 
access to credit) 

o Social networks  
o Political networks 

(human rights, 
participation in 
political decisions) 

 
 
 
 
 
     

o Access to infrastructure 
and  services 

o Distance to urban centers 
o Agro-ecological zone 

(soil quality, climatic 
conditions) 

 

f 
 

O  
P 
T 
I 
O 
N 
S 

o Macroeconomic and trade policies 
o Sectoral policies and institutions 
o Political and market liberalization, 

decentralization, privatization 
o Legal and regulatory systems, 

property rights and contracts 
o Human rights, labor laws 
o National and local governments 

and institutions 
o Private sector development in 

factor and product markets 
o Social protection and safety nets 

o Price and market risk 

o Droughts and floods   

o Natural disasters 

o Diseases and pests of 
animals and plants 

o Human diseases 

o Physical insecurity 

o Discrimination  

 

Well-being outcomes …  for Livelihood strategies (behavior) 
o Income and consumption 

o Savings 

o Food security 

o Health and nutritional  

status 

  

o Self-esteem 

o Leisure and recreation 

o Empowerment 

o Environmental quality  

o Hopefulness about the future 

 o On-farm activities agricultural activities 

o Off-farm agricultural, non-agricultural activities 

o Commercial activities, microenterprise 

o Migration, receipt of remittances 

o Activities to strengthen social, environmental assets   

o Participation in social assistance and safety nets 
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Chapter 2. Characterization of the Guatemalan Rural Economy and Policy 
Directions 

 
Chapter 2 presents a characterization of the rural economy of Guatemala and the policy 

context, including key sectoral issues and policy directions employed to combat rural poverty. 
 
2.1. Rural Poverty in Guatemala 
 

With over 11 million people, Guatemala is the most populous country in Central America 
(table 2.1).  It also has the highest proportion of rural residents and indigenous populations.  
Although per capita income is relatively high compared to other Central American countries, 
malnutrition rates are among the worst in the world; life expectancy, infant, and maternal 
mortality rates are the worst in the Latin America and Caribbean region; and educational 
attainment is very low---average education is 4.3 years and illiteracy exceeds 30 percent.  Major 
social indicators more closely resemble those of Nicaragua and Haiti, where average incomes are 
far below those in Guatemala (World Bank 2004a). 

 

Table 2.1. Selected Data for Central American Countries, 2000 
 Population 

(million) 
Average 
annual 

population 
growth (%) 

Share of 
population in 
rural areas 

(%) 

Per capita 
GNI 

(US$) 

Agriculture as 
a share of 
GDP (%) 

Life 
expectancy 

(years) 

Costa Rica 3.8 1.6 42 3,820 11 77 
El Salvador 6.3 2.0 40 2,000 10 70 
Guatemala 11.4 2.6 60 1,700 23 65 
Honduras 6.4 2.6 48 860 16 66 
Nicaragua 5.1 2.6 45 370 32 69 
Source: World Bank, World Development Indicators database. 

 
Nationally, about 56 percent of the population is poor and 16 percent is extremely poor.   

The rural poor account for 81 and 93 percent of all poor and extreme poor, respectively (table 
2.2). Relatively high per capita income together with low social indicators is attributable to high 
inequality in the distribution of wealth, as 20 percent of the population controls 62 percent of 
income, and less than 1 percent of farmers own about 70 percent of the land (World Bank 
2004b). 
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Table 2.2. Population and Poverty, by Ethnic Group and Household Headship 
 Number of people Number of poor Number of extreme poor 
Total 11,385,411

(100%)
6,397,903 

(56.2%)
1,786,682 

(15.7%) 
Rural 6,987,587

(61.4%)
5,205,352

(81.4%)
1,663,099 

(93.1%) 
Indigenous 4,844,032

(42.6%)
3,687,600

(57.6%)
1,281,674 

(71.7%) 
of which:  

K’iche 1,073,324
(9.4%)

691,009
(10.8%)

204,493 
(11.5%) 

Q’eqchi 736,163
(6.5%)

614,315
(9.6%)

279,377 
(15.6%) 

Kaqchiquel 1,011,802
(8.9%)

633,523
(9.9%)

137,603 
(7.7%) 

Mam 940,865
(8.3%)

844,308
(13.2%)

321,545 
(18.0%) 

Other indigenous 1,081,878
(9.5%)

904,445
(14.1%)

338,656  
(19%) 

Female-headed households 1,668,859
(14.7%)

798,251
(9.2%)

164,064 
(9.2%) 

Source: World Bank 2004a, pp. 258--59. 
 

Poverty in rural Guatemala is generally related to insufficient access to high-quality 
productive assets, and is characterized by three important features.  First, geographic isolation, 
caused by varied topography and inadequate road networks, is an important correlate of poverty.  
Rural poverty rates increase with isolation.  Poverty-reducing income-generating opportunities 
are more readily found in densely populated areas near urban centers.  Many of these income-
generating opportunities are found outside of agriculture in the formal and informal sectors. 
However, experience with agricultural intensification and non-traditional export agriculture 
suggests that agriculture can be a strategy for exiting poverty in rural areas.   
 

The second dominant feature of rural poverty is ethnic exclusion. Poverty rates are far 
higher among indigenous groups and groups whose primary language is not Spanish. The 23 
ethno-indigenous groups in Guatemala suffer from historical exclusion from public services and 
economic opportunities, and are frequently geographically isolated (box 2.1). Exclusion results 
in weak asset bases, uncertain property rights, and limited ability to exploit economic 
opportunities.  Access to land is a particularly serious problem of the indigenous in the Western 
Altiplano (AVANSCO 2001).  
 

Third, rural poverty has a particularly strong spatial dimension in Guatemala, and is 
concentrated in particular areas. The “poverty belt” of Guatemala, spanning the Western 
Altiplano and the Northern region, contains approximately three-quarters of the country’s poor 
(see chapter 3).   
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The country faces major obstacles to stimulating broad-based economic growth and 

reducing poverty. Poverty continues to be a serious problem, even though the 1996 Peace 
Accords have provided a more stable context to facilitate progress toward poverty reduction (box 
2.2).  Economic growth has been relatively steady for the past half-century (averaging 3.9 
percent annually between 1950 and 2000), but has not produced substantial declines in poverty.  
National growth rates mask sectoral differences, problems in lagging rural areas, and areas 
affected by conflict prior to 1996.  The Government of Guatemala recognizes that the poverty 
problem is not being solved with standard economic tools, and several provisions of the Peace 
Accords embody this knowledge.  
 
 
 
 
 
 
 

Box 2.1. Indigenous Groups: A History of Exclusion and Repression 
 
Indigenous groups in Guatemala belong to three distinct ethnic groups: Mayas, Xincas, and 
Garifunas. The former two have Asiatic roots and the latter, Afro-Asiatic roots. Mayans share a 
common cultural heritage, but are separated into 30 different linguistic communities residing in 
Guatemala, Mexico, Honduras, and Belize. The major Mayan linguistic communities in 
Guatemala are the K’iche, Q’eqchi, Kaqchiquel, and Mam, which together account for one-third 
of all Guatemalans.  A fourth major ethnic group is the mestizos (or ladinos), who have mixed 
Spanish and indigenous roots.  
 
An important aspect of Mayan culture is close attachment to the natural resource base, based on 
cultural and social norms and communal custodianship, as opposed to more economic 
considerations and private ownership. Land is considered basic for Mayan identity, existence, 
and well-being (broadly defined to include physical sustenance, social, religious, and spiritual 
dimensions).  Access to land is considered a basic human right. Since colonial times, the 
Mayans have repeatedly been dispossessed of their land as part of an ongoing conflict.  This 
conflict has pushed them to more marginal and remote areas, such as the highlands.   
 
The past 500 years of Mayan history in Guatemala have been characterized by social and 
political exclusion, and only limited economic integration.  Mayans historically served as 
laborers on plantations or in mines.  These enterprises operated under feudal-like systems.  The 
proliferation of large coffee plantations beginning in the late 19th century is the latest chapter in 
a long history of dispossession and exploitation.  In the case of coffee, foreigners obtained land 
rights to large areas of the highlands that had served as a refuge for Maya during previous land 
grabs.  The indigenous were then employed (sometimes forcibly) at low wages and under 
repressive conditions.  The lengthy civil war was largely a response to this long history of 
dispossession, exclusion, and repression. 
 
Sources: World Bank 1998b; Plataforma Agraria 2003 
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2.2. Agriculture and Other Livelihood Strategies in Rural Guatemala 
 

Agriculture accounts for about one-quarter of GDP, over 60 percent of employment, and 
about 60 percent of exports. Major crops are maize and beans for domestic consumption and 
coffee, sugar, bananas for exports (table 2.3).5  Guatemala also produces and exports a diverse 
mix of products including plantains, tobacco, and horticultural products.  In recent years, the 
value of agricultural exports has declined, while the value of imports has increased (table 2.4). 

 

Table 2.3. Area and Production of Major Crops, 1990—2001 
 1990  1995  2001  
 Area (000 

hectares) 
Production 
(000 tons) 

Area (000 
hectares) 

Production 
(000 tons) 

Area (000 
hectares) 

Production 
(000 tons) 

Coffee 244 202 266 211 273 276 
Maize 634 1,272 546 1,062 593 1,091 
Bananas N/A 506 N/A 740 N/A 867 
Beans 130 118 121 90 129 95 
Sugar 112 9,603 139 15,444 182 16,935 
Sorghum 53 86 38 45 42 51 
Cotton 39 111 9 21 1 3 
Wheat 16 32 12 26 5 10 
Rice 14 44 11 31 15 45 
Note: N/A means “not available.” Source: ECLAC 2003. 
 
                                                 
5 Four traditional export crops–coffee, sugar, bananas and cardamom–account for about 35 percent of the value of 
agricultural production (World Bank 2002c). 

Box 2.2. The 1996 Peace Accords 
  
Peace talks between the guerilla movement and the Government of Guatemala began in the early 
1990s and centered on the major problems affecting many Guatemalans, especially indigenous 
groups.  These included poverty, inequality, exclusion, and human rights violations.  The Peace 
Accords were signed on December 29, 1996 and marked the end of a 40-year violent conflict that 
caused the death of over 300,000 people. The lengthy civil strife impacted many indigenous 
communities, with the social fabric torn apart and inter-ethnic trust severely damaged.  The conflict 
centered in areas with large indigenous populations, notably the Western Altiplano Departments of 
San Marcos, Huehuetenango, and Alta Verapaz in the Northern region. 
 
The Peace Accords outline the Government’s intent to include indigenous population in the nation’s 
development. They state that the problem of rural poverty must be addressed to achieve a lasting 
peace, and call for a reduction in social inequities, increased participation of indigenous and other 
groups in economic growth, sustainable management of natural resources, and regular dialogue with 
civil society. The Government agreed to expand bilingual education and decentralize control of 
primary school curriculum as part of the Accords. Although the Peace Accords ended most of the 
(overt) conflict and established a framework for development, peaceful community relations and 
organizations are only slowly re-emerging.  Suspicion of local and national institutions persists. 
Implementation of the Accords has been hindered by a lack of institutional and technical capacity 
and financial resources. 
 
Sources: World Bank 2002a; 2002b; 2003a. 
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A major factor influencing Guatemala’s agricultural growth prospects are its terms of 
trade, which have declined dramatically since 1997 (table 2.5).  A major source of this decline is 
the collapse in international prices of coffee that began in 2000 and is associated with the 
regional rural “coffee crisis” (Varangis and others 2003). The collapse of coffee prices has had a 
major impact on exports, rural employment, and incomes (table 2.6).  A further contributor to the 
decline in agriculture’s terms of trade is the steady appreciation of the Quetzal during the 1990s, 
partly due to increased remittance flows from Guatemalans living abroad.  With high dependence 
on agricultural commodity exports, the Government is increasingly interested in diversification 
of production and exports. New arrangements under the Central American Free Trade 
Agreement (CAFTA) will undoubtedly have an impact on agricultural production patterns and 
trade, and, as a result, future competitiveness in agriculture will have a major impact on the 
composition and dynamism of the rural economy. 
 

Table 2.4. Value of Agricultural Exports and Imports (US $000) 
 1996 1999 2002 

Ag exports 1,287,778 1,476,713 1,221,516 
Ag imports 464, 013 600,400 821,236 
Balance of trade 823,765 876,313 400,280 
Source: FAOSTATS.      
 

Table 2.5. Terms of Trade, 1994--2003 ((FOB/FOB, 1997 = 100) 
1994 1995 1996 1997 1998 1999 2000 2001 2002 2003a 

94.8 105.4 92.5 100 99.4 91.9 89.3 87.5 86.6 85.0 
a. Value for 2003 is estimated 
Source: ECLAC 2003.  
 

Table 2.6. Select Indicators for the Coffee Sector, 2000 
Country Share of 

exports 
(%) 

Number of 
producers 

Number of labor 
force 

Share of rural 
labor force 

(%) 

Estimated reduction in labor 
income due to “coffee crisis” 

(in US$ millions) 
Costa Rica 5% 73,000 200,000 28% 12.7 
El Salvador 11% 24,000 160,000 17% 16.3 
Guatemala 21% 63,000 700,000 31% 62.0 
Honduras 26% 90,000 300,000 26% 36.7 
Nicaragua 27 30,000 280,000 42% 10.7 
Source: Varangis and others 2003. 

 
Rural Guatemalans follow many income-generation strategies.  These include small-scale 

agriculture (self-employment), agricultural wage labor, and employment in non-agricultural 
occupations such as services, commerce and manufacturing.6 Most rural poor depend on 
subsistence farming and agricultural labor, while the non-poor tend to receive more of their 

                                                 
6 Rural households allocate their labor as follows: agriculture (56 percent), commerce (15 percent), manufacturing 
(10 percent), public and community services (8 percent), construction (6 percent), transport (3 percent) and financial 
services (1 percent) (Vakis 2004). 
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income from non-agricultural activities. Land access, agro-ecological conditions, soil quality, 
and location factors are all important determinants of rural household well-being (Vakis 2004). 
The highly unequal structure of land ownership that characterizes rural Guatemala can be traced 
to the colonial and post-colonial past (Plataforma Agraria 2003).  

 
Because of its dominance in the economy, the agricultural sector could serve as an engine 

of rural growth in Guatemala.  However, subsistence agriculture is widespread, particularly in 
poorer areas, and productivity is low.  Growth in agriculture has lagged behind other sectors. 
Growth is constrained by extreme inequality in access to land, limited credit, weak public 
support institutions, and infrastructure deficiencies (AVANSCO 2001; World Bank 2004a; GoG 
2004). The sector is plagued by risks and environmental degradation such as deforestation, soil 
erosion, and fertility loss.7 Key sources of vulnerability facing agriculture and the rural sector are 
worsening terms of trade, job loss associated with the coffee crisis, and natural disasters.  
 

Some agricultural sub-sectors have significant growth potential (Mellor 2003). 
Opportunities exist in traditional exports such as coffee, sugar, and bananas. To be 
internationally competitive, these sectors require improvements in productivity, quality, and 
marketing strategies, especially strategies to penetrate specialty niche markets.8  The livestock 
sector, particularly dairy, has potential, particularly in supporting domestic demands.  Some 
potential exists to utilize forest resources (World Bank 2003a).  
 

The non-traditional agricultural export sector has grown rapidly since the early 1980s.  
This sector accounts for more than 15 percent of exports and provides income and employment 
for over 100,000 small-scale, often indigenous, producers. Other potential rural activities include 
ecotourism, rural manufacturing, and improved management of local and national protected 
areas. However, major investments in infrastructure are needed to promote agricultural growth 
(Mellor 2003). Investments in research and extension, and an expansion of rural financial 
services, are also needed.  Problems with post-harvest technologies and storage infrastructure, 
marketing chains, and networks also need to be addressed.   
 
2.3. Macroeconomic and Agricultural Sector Policies and Reforms 
 

Like most other Central American countries, since the late 1980s Guatemala has 
embarked on structural adjustment and macroeconomic stabilization programs, supported by 
market and trade liberalization, and government decentralization (World Bank 2002c). 
Macroeconomic reforms have been geared toward economic stabilization, liberalizing trade, 
streamlining the bureaucracy, reorganizing public agencies, and modernizing the economy. The 
country has moved toward an outward-looking, export growth-led model with more flexible 
exchange rate arrangements, financial market liberalization, and agricultural trade liberalization.   
 

Agricultural sector policy reforms in the 1990s reduced the role of government, with 
reductions in public support for research, extension, and agricultural credit. Subsidies on staple 

                                                 
7 Approximately 2.8 million poor people live in “critical watersheds,” where more than 20 percent of the area is 
covered by forest margins on steep slopes (Chomitz and Deichmann 2002).  
8 Although Guatemala’s coffee sector has some potential to be competitive, all Central American countries are 
following similar strategies to improve coffee quality and target niche markets. 
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foods and guaranteed producer prices for select commodities were withdrawn. Agricultural 
policy underwent a subtle shift from promotion of food security and traditional exports to 
encouragement of sector competitiveness and production of non-traditional exports.  The role of 
the Ministry of Agriculture and Livestock (MAGA) evolved as research and extension services 
were privatized, and the ministry adopted a role of advocacy on agricultural and rural policy 
issues and coordination of projects funded by international development agencies. In some cases 
international agencies funded projects with support services formerly provided by MAGA using 
market-based or community-driven delivery mechanisms.9  The private sector has assumed an 
expanded role in providing support services, particularly under contract farming arrangements.  
 

Since the mid-1990s, macroeconomic and agricultural reforms have been overtaken by 
the Peace Accords and subsequent events such as Hurricane Mitch in 1998, the coffee crisis 
since 2000, recurrent droughts, and declining terms of trade (World Bank 2002c). In response to 
the sharp decline in international coffee prices, the GoG created a $100 million fund designed to 
help coffee producers (mostly small- and medium-scale) with debt rescheduling and incentives to 
promote diversification. It also provided subsidized seeds and fertilizers to ensure food security 
among semi-subsistent farmers.  

 
The Peace Accords identified reduction of poverty, particularly among rural and 

indigenous people, as essential for redressing underlying causes of the conflict and for achieving 
a lasting peace.  The Accords include a number of policy actions and outcome targets covering 
economic, social, and human development, rural development, and public sector reforms.  They 
required major increases in public spending on basic infrastructure and services.   

 
Since 1996, a major preoccupation of MAGA has been land issues. In fact, several 

analysts have argued that the manner in which land issues are addressed in Guatemala will, to a 
large extent, determine whether agricultural growth will lead to broad-based rural poverty 
reduction (de Valle 2002).  The World Bank-financed ESSD Land Administration Project 
(World Bank 1998a) is developing a legal and administrative framework for land registry and 
cadastre services.  Its first phase is focused in the Peten region.  A proposed follow-up phase will 
support land titling. The World Bank-financed ESSD Land Fund Project (World Bank 1998b) 
helps smallholders and landless farm laborers purchase land. The GoG established a fund 
(assisted by the U.S. Agency for International Development) to finance the land purchases, while 
the World Bank-financed ESSD Land Fund Project (World Bank 1998b) provides training, 
technical assistance, investment credit, and infrastructure.    
 

Although Guatemala is not a Highly Indebted Poor Country, a Poverty Reduction 
Strategy (ERP) was prepared in recognition of high poverty rates and pressing need to formulate 
a comprehensive poverty reduction strategy (GoG 2003).  The ERP identifies a set of policy 
priorities for the agricultural sector, with the following objectives:  increased food security (by 
supporting small-scale farmers with programs of technical assistance, fertilizer and seed 
distribution, and incentives for crop diversification); and increased competitiveness to stimulate 
agricultural development (such as investments in infrastructure and private sector development).  
Renewed attention by GoG to food security issues among small producers is noteworthy.   
                                                 
9 For example, with IADB funding, MAGA is strengthening institutions providing technical assistance services 
through training, accreditation, and creation of markets for technical assistance.   
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Widespread environmental degradation has led to growing awareness of the need to 
coordinate environmental and natural resource management with programs for agricultural and 
rural development. The Ministry of Environment and Natural Resources (MARN) was created in 
2000, and the National Strategic Environmental Agenda 2000--2004 proposed a framework for 
integration of agriculture and other sectors with projects to maintain biodiversity, reduce 
desertification, and manage drought.  A relatively strong set of natural resource policies has 
evolved, with the notable exception of water law and policy (World Bank 2003a).   
 

Decentralization is another key component of the Peace Accords. Guatemala has 
progressed faster than other Central American countries in transferring budget resources to local 
governments, but implementation of other components of the Decentralization Law has been 
slow. Major limiting factors include poor coordination between central government and 
Departmental units, and lack of technical capacity at local levels (World Bank 2003a; 2003b).  
Central government transfers to municipalities have been mostly used for financing 
infrastructure and servicing municipal debt.   

 
2.4. Rural Growth and Poverty Reduction Strategies 
 

The National System for Public Investment (SNIP) was established to improve the 
planning process and to create a decentralized system of prioritizing investments.  The 
Secretariat for Planning (SEGEPLAN) coordinates stakeholders involved in public investments 
in rural areas. In 2002, SEGEPLAN and MAGA formulated a rural poverty reduction strategy, 
whose major components were increased productivity of subsistence crops for food security, 
diversification into horticultural field crops and tree crops, and diversification into forestry and 
ecotourism.  Four priority areas have been identified to promote agricultural development:  
productive and commercial development; a focus on limited-resource producers; natural resource 
management and environmental preservation; and strengthening public and private agricultural 
institutions (GoG 2004). 

 
Since the mid-1990s, Guatemala’s agricultural and rural development strategies have 

focused primarily on poverty reduction and response to emergencies. Until recently, they only 
indirectly considered economic growth as an important target. It is widely acknowledged, 
however, that the country must raise its growth rate if it is to make progress in reducing poverty 
and achieving key development and peace targets (Plataforma Agraria 2003; World Bank 
2004a).  SEGEPLAN and MAGA are re-evaluating their rural development strategies and 
attempting to identify areas and sectors with high potential for poverty-reducing growth.  The 
GoG has adopted a “territorial approach” to rural development planning, whereby specific needs 
of geographical sub-areas will be considered in the planning process.   
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Chapter 3. Spatial Analysis of Rural Guatemala 
 

Chapter 3 contains a description and analysis of the economic geography of rural 
Guatemala.  A number of maps and map overlays are presented; these maps illustrate the 
distribution of people, economic potential and activities, and well-being outcomes across the 
rural space. Historical forces including public investment decisions, conflict, and social 
exclusion have helped shape economic potential and performance of sub-regions.  But the maps 
conceal much of the heterogeneity within areas, so they are complemented with an analysis of 
household assets and their relationship to household well-being. The household-level 
information, together with the broader picture of the rural landscape, generates a number of 
analytical themes investigated in chapter 4. 
 
3.1 Spatial Analysis of Rural Assets and Well-being10 
 

The spatial analysis sets the stage for the in-depth analysis of determinants of rural 
growth in chapter 4. The analysis begins by presenting the distribution of population and 
transportation infrastructure, indicating that more densely populated areas have better roads and 
other forms of infrastructure.  These population distributions are compared with areas of 
economic potential, as determined by the overlay of agricultural potential and access to 
transportation infrastructure. The spatial distribution of poverty illustrates the relationship 
between population density, economic potential, and well-being outcomes. 

 

Findings indicate no stark spatial conflict between growth potential and poverty 
reduction. Many of the areas with the highest rates and densities of poor people have relatively 
good prospects for economic growth. However, because asset ownership is skewed, the poor are 
not participating in the benefits of growth. An important issue for public investments in rural 
areas is to identify which combinations of productive, social, and location-specific assets can 
affect the ability to take advantage of an area’s potential and best contribute to increase their 
household well-being.  
 
Economic potential has a strong spatial pattern 
 

Guatemala is politically divided into 22 Departments (Departamentos), which in turn 
consist of Municipalities (Municipios).  The National Statistics Institute (INE) has aggregated 
Departments into eight regions (figure 3.1 and table 3.1).  Guatemala City is the only population 
center whose population exceeds 1 million, but other population centers with more than 100,000 
inhabitants are scattered around the country. 

                                                 
10 See appendix 1 for a detailed description of this analysis of economic geography of rural Guatemala. Data for the 
analysis come from a variety of sources, the main one being the Geographic Information System of the Ministry of 
Agriculture (MAGA-SIG).  These data are supplemented with data from the 2002 population census and the 
vulnerability assessment conducted by MAGA and supported by the World Food Programme  (GoG/WFP, 2002).  
The ENCOVI household data are also employed at various points of the analysis.  The data overlays used to create 
many of the maps were produced by the Drivers of Growth team in coordination with MAGA-SIG. For more 
information, see http://www.maga.gob.gt/sig/.  Jose Miguel Duro, Director of MAGA-SIG, provided helpful insights 
and access to the maps and data. 
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Figure 3.1. Guatemala's Regions and Departments 

 
 

Metro Region 
1. Guatemala 
 
North Region 
2. Alta 
Verapaz 
3. Baja 
Verapaz 
 
Northeast 
Region 
4. Zacapa  
5. Chiquimula 
6. El Progreso 
7. Izabal 

Southeast Region  
8. Jutiapa 
9. Jalapa 
10. Santa Rosa  
 
 
Central Region 
11. Sacatepéquez 
12. Escuintla 
13. Chimaltenango 

Southwest Region  
14. Quetzaltenango  
15. Totonicapán  
16. San Marcos 
17. Suchitepéquez  
18. Retalhuleu 
19. Sololá 

Northwest Region 
20. Quiché 
21. Huehuetenango 

Peten Region  
22. Petén 

 
The most densely populated rural areas are those surrounding the capital city and in the 

Western Altiplano (figure 3.2), especially near the western border with Mexico.  The Western 
Altiplano includes the Northwest and Southwest Regions and is among the poorest areas in 
Central America.  Areas along the Pacific Coast and along the Honduran and Salvadoran borders 
are also relatively densely populated.  Road networks stretch westward out of Guatemala City 
into the coffee-producing regions of the Western Altiplano and south toward the productive 
agricultural areas along the Pacific Coast (figure 3.3).  A major road network runs eastward 
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through coffee-producing areas in the eastern highlands and tropical fruit-producing areas of the 
eastern coastal plain.  Areas of low population density in the North and Peten regions are 
underserved by transportation infrastructure.  Road density11 follows a similar pattern (figure 
3.4). Relatively high road densities are found in the Western Altiplano, along the southwestern 
coast, and in the southeast. 
 

Table 3.1. Population and Poverty Rates by Region 
Region 

code 
Region name Share of 

population 
(%) 

General 
poverty 
rate (%) 

Extreme 
poverty 
rate (%) 

Share of total 
poor in 

country (%) 

Share of 
extreme poor 

in country 
(%) 

I Metropolitan 21.7 18.6 0.6 6.9 0.9 
II Northern 8.1 84.0 39.1 12.1 20.1 
III Northeast 8.2 51.8 8.9 7.6 4.7 
IV Southeast 8.8 68.6 20.1 10.7 11.3 
V Central 10.7 51.7 8.7 9.8 6.0 
VI Soutwest 26.5 64.0 17.0 30.1 28.6 
VII Northwest 12.9 82.1 31.5 18.8 25.9 
VIII Peten 3.3 68.0 12.9 4.0 2.9 

Total Guatemala 100 56.2 15.7 100 100 
Source: World Bank 2004a. 
 

                                                 
11 Defined as kilometers of quality-adjusted roads per land area in the municipio.  The densities are adjusted to 
account for differences in population densities. 
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Figure 3.2. Roads, Urban Centers, and Population Densities 

 
Source: Census of Population and Housing 2002. 
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Figure 3.3. Agricultural Land Use 

 
           Source:  MAGA-SIG. 
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Figure 3.4. Population-adjusted Road Densities 

 
             Source:  MAGA-SIG. 
 
 

Population change between 1994 and 2002 did not follow a uniform spatial pattern; areas 
near Guatemala City grew most rapidly, but other high-growth municipios are spread around the 
country (figure 3.5).  The northern portion of the country experienced higher rates of population 
growth, largely because of lower base population densities in 1994, but in-migration also 
contributes to the gains.     
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Figure 3.5. Population Change, 1994--2002 

 
             Source:  MAGA-SIG and Censuses of Population and Housing, 1994 and 2002. 

 
A regression of the determinants of population change sheds light on the sources of 

population growth (see appendix 1).  Inter-censal population growth was higher in more densely 
populated municipios and lower where the share of total agricultural land to perennials crops 
such as coffee and cardamon was higher.  Population growth was significantly lower in areas 
with higher potential lands.  This finding might be explained by higher rates of land titling in 
high-potential regions.  While land quality is high in these areas, access to it may be out of the 
reach of many, and the result is out-migration. Since coffee regions generally have higher quality 
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lands and higher proportions of such lands planted to perennials, some population decline in 
high-potential, high-density area is probably due to the coffee crisis.  These regions experienced 
significant out-migration between 1994 and 2002 (box 3.1). 

 

 
 
Economic potential varies dramatically over space, but there are well-defined areas of higher 
economic potential, given their underlying agricultural potential, relatively good access to 
infrastructure, and high population densities 
  

Varied topography, limited road coverage, and historical investment patterns that favored 
certain areas all cause economic opportunities in rural Guatemala to be heavily influenced by 
geographic space.  As with other countries in Central America, growth has been concentrated in 
areas where agro-ecological conditions favor export agricultural production.  Road networks and 
other infrastructure were primarily built to support production in coffee and banana-producing 
areas of Guatemala and Honduras, in coffee and cattle-producing areas of Nicaragua, and in 
other high export-potential areas around the region. 

 
The commercial agricultural areas of the Pacific and Atlantic Coast clearly have high 

agricultural potential (figure 3.6).12  The densely populated Western Altiplano has highly sloped 
land, but relatively deep volcanic soils.  Soils in this area are moderately productive, but do not 
have the same productive potential as those in the coastal regions.  Internal accessibility is made 
difficult by the mountainous terrain.  The Northern and Peten Regions have moderate to high 
productivity soils, as do several areas in eastern Guatemala, but these areas have limited access 
to infrastructure.  A measure of economic potential was obtained by overlaying the map of 

                                                 
12 This map uses a composite of variables representing soil type and quality, soil depth, and slope. Data are 
aggregated to the municipio level and the aggregation masks important intra-municipio hetereogeneity. See appendix 
1 for further details. 

Box 3.1. Internal Mobility and Population Change 
 
Population change is caused by the natural rate of increase (births minus deaths) plus net 
migration.  The natural rate is not likely to differ significantly by region or Department, but rural 
Guatemalans have a long history of internal and international migration.  Seasonal migration, 
where families seek temporary work, usually in agriculture, is common, and destinations include 
the southern coast and eastern plantations.  An estimated 800,000 to 1 million Guatemalans 
migrate on a seasonal basis each year.   
 
Permanent migration occurs as well; the main internal destinations are Guatemala City and the 
Peten Region.  About 40 percent of recent permanent migrants reside in Guatemala City.  
Regional urban centers attract many migrants.  These include Quetzaltenango, Huehuetenango, 
and Tononicapan (Western Altiplano); Antigua Guatemala (Central Region); Salama (Baja 
Verapaz); Puerto Barrios and Jalapa (East). Migrants to urban centers are generally employed in 
the informal sector, in maquillas, in construction, and in services.  Migrants to Peten generally 
head there in search of agricultural land, encouraged by resettlement policy in the 1980s.  
 
Source: SEGEPLAN 2002.  
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agricultural potential with the map of road densities and is shown in figure 3.7.  High potential 
zones are found in the South Coast, in scattered areas of the Western Altiplano, near Guatemala 
City, and along the Salvadoran border.13  The combination of high population densities, 
relatively good infrastructure, and relatively good soil quality found in these areas suggest that 
they may have greater economic potential.  

 
Patterns of the distribution of well-being differ sharply by region 
 

The study analyzed the spatial distribution of household vulnerability to poverty using the 
entire distribution of well-being.  The density--or percentage--of households at each level of 
well-being was obtained from the ENCOVI sample.  Regions with more “bunching” of 
households near the poverty line may experience large fluctuations in measured rates of poverty.  
These regions are likely to have large proportions of transient poor—households that move into 
and out of poverty over time.  The distributions of household well-being also help describe local 
growth potential. Regions with large proportions of people just above the poverty line and few 
people far above the poverty cutoff may possess different attributes and have different potential 
than those with higher percentages of people well above or below the poverty line. 
 

The well-being distributions in the Metropolitan, Northeast, and Central regions are 
centered to the right relative to that of the overall rural distribution (figure 3.8).14  This rightward 
position indicates that the density is greater at higher levels of well-being:  relatively more 
households are better off in these regions compared to the rural average.  In particular, the 
Metropolitan density is sharply lower (the density difference is negative) below the poverty line 
and sharply higher above (to the right of) the line, indicating proportionately much fewer 
households below the line and many more above it compared with the entire rural sample.  
Differences in the Northeast and Central regions are less pronounced, but for both regions, 
smaller percentages of households are far below the poverty line and higher percentages are far 
above the line. As this analysis suggests, differences in poverty rates do not adequately describe 
the degree of difference in household well-being between regions. 

                                                 
13 The analysis overlays two factors—road access and agricultural potential—to categorize economic potential.  
Other variables can help define an area’s economic potential and are not included.  In addition, aggregation to the 
municipio level masks many intra-municipio differences. 
14 Non-parametric Kernel density smoothing techniques are used to create these density differences (see Alwang, 
Mills, and Taruvinga 2001).  The density differences shown in figure 3.8 represent the difference in the density 
(roughly, the proportion of households at each point along the distribution of well- being) between the entire rural 
sample and each rural region.  Above the horizontal line proportionally more households are at the corresponding 
level of well-being compared to the region of comparison. See appendix 2 for more details. 
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Figure 3.6. Agricultural Potential 

 
                Source:  MAGA-SIG. 
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Figure 3.7. Economic Potential 

 
     Source:  Original analysis, using MAGA-SIG data.  This map involves an overlay of agricultural potential (figure  

3.6) and road density (figure 3.4).  See appendix 1 for further details.  
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Figure 3.8. Differences in Density of Well-being, by Region 

-.4
-.2

0
.2

.4
.6

-.4
-.2

0
.2

.4
.6

-.4
-.2

0
.2

.4
.6

6 7 8 9 10 11

6 7 8 9 10 11 6 7 8 9 10 11

metropolitana norte nororiente

suroriente central suroccidente

noroccidente peten

D
en

si
ty

 D
iff

er
en

ce
 fr

om
 A

ll 
R

ur
al

Log PC Consumption
Graphs by REGION POLITICO ADMINISTRATIVA

 
Note: Each Region density is subtracted from that of the entire rural sample. 
Source:  Original analysis using ENCOVI data.  

 
Assets help determine poverty status  
 

Ownership of common household assets is significantly correlated with household 
poverty status.  Table 3.2 presents a description of key assets in rural areas.  The poor have 
access to different assets than the non-poor. Poor rural households have more members, higher 
dependency ratios, and lower levels of education than the non-poor.  Poverty and social status 
are closely intertwined: the poor are more likely to be indigenous and non-Spanish speaking.  Far 
higher proportions of the non-poor are primarily monolingual Spanish speakers or bilingual, and 
the poor are more likely to speak only indigenous languages. The poor are also less likely to 
access credit and have formal savings.   

 
Physical and financial assets are closely related to well-being and poverty.  Poor rural 

households are significantly less likely to have access to potable water supplies, sanitation, and 
electricity.  Ownership of specific consumer durables is also significantly related to household 
poverty status, as are the total value and number of household durables.  

 
Rural households are characterized by major differences in location-specific assets such 

as agro-ecological conditions, and access to infrastructure and public services. Farther distances 
to key infrastructure are positively associated with rural poverty. Travel times to post offices, 
banks, and markets are all substantially higher for poor households (as is physical distance).  
Access to infrastructure can enable poor households to build assets and improve the efficiency of 
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use and productivity of assets such as education and land.  These synergies are explored in more 
detail in chapter 4 and appendix 2. 
 
Location is a key determinant of asset productivity  
 

Assets and their impacts on well-being vary substantially depending on location. To 
investigate the relative impact of the access to, compared to the returns on, assets in each region, 
the study used a decomposition technique (see appendix 2).  Low levels of assets in the North 
and Northwest rural regions explain a large part of the lower mean levels of well-being there, 
compared to the Metropolitan region.  Lower mean assets levels accounted for about 40 percent 
of the lower levels of well-being in the North and Northwest.  Low levels of assets in Peten also 
help explain the low levels of mean consumption there, but the effect is much smaller compared 
to the North and Northwest.  Mean asset holdings in the Northeast, Southeast, and Central 
regions, in contrast, are relatively larger than in the Metropolitan region, and mean levels of 
living in these regions would actually be somewhat lower if asset holdings were reduced to those 
in the Metropolitan region (table 3.3). 

 
Aggregate returns to assets are lower in Northeast, Southeast, and Central regions 

compared to the Metropolitan rural region.  Mean consumption in the Central region would be 
approximately 20 percent higher than it actually is if the returns to assets found in the 
Metropolitan region prevailed in the Central region.  Higher aggregate returns to assets in the 
North and Northwest regions somewhat compensate for the low mean asset levels there.  Results 
for Peten are somewhat troubling as low returns to assets compound the problems of low mean 
asset levels.  Higher returns to all assets in North and Northwest regions might induce asset 
migration into these areas, but few incentives exist for the private market to improve asset bases 
in Peten.  Aggregate returns in Peten to these assets are sufficiently low, most likely because 
many households in the region lack complementary assets to raise returns to existing ones. 
 
The spatial distribution of human and physical assets is of interest for policy design. An 
important issue for targeting public investments is to identify the combinations of productive, 
social, and location-specific assets that best enable households to take advantage of an area’s 
potential and contribute to improvements in their well-being. If physical and infrastructure assets 
contribute to economic growth, then growth-oriented investments should be targeted toward 
areas with more favorable distributions of complementary assets.  These areas are likely to be 
found in more densely populated areas. 
 

In more isolated areas with less infrastructure and longer travel times to markets and 
population centers, growth-oriented investments might not be as effective.  As a result, growth-
targeted investments might bypass such areas.  However, isolated areas also tend to have higher 
poverty rates, and if investments are only targeted to high-potential areas, the targeting might 
exacerbate regional inequalities and increase social problems.  On the other hand, many poor 
households may not be able to exploit opportunities even in well-endowed areas. 
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Table 3.2. Key Assets and Measures of Well-being, All Rural Households 
  

Asset type  All rural Poor Non-poor 
Human assets  
Household size (number of people) 5.64 6.40 4.19 
Dependency ratio 1.24 1.46 0.82 
Male-headed (%) 85.3% 86.9% 82.3% 
Head literate (%) 64.4% 58.1% 76.5% 
Head’s education    

Completed primary school (%) 46.0% 42.2% 53.3% 
Completed secondary and above (%) 5.5% 2.4% 11.4% 

Highest education in household (years) 28.44 26.88 31.43 
Percent of household that are poor (%) 65.6%   
Percent households    

Non-indigenous 50.9% 41.5% 69.0% 
Monolingual Spanish 54.9% 45.5% 72.9% 
Monlingual indigenous 12.1% 16.4% 3.9% 
Bilingual 33.0% 38.1% 23.2% 

Financial assets    
Percent receiving credit 2.09% 1.10% 3.99% 
Percent having savings 6.89% 2.27% 15.72% 
Physical assets    
Percent with    

Sanitary water 58.4% 56.6% 61.8% 
Good sanitation 14.3% 7.0% 28.3% 
Electricity 56.3% 46.9% 74.3% 

Percent owning    
Microwave 1.2% 0.0% 3.4% 
Refrigerator 11.1% 3.2% 26.2% 
Radio 73.9% 70.9% 79.5% 
Television 33.6% 23.1% 53.6% 
Automobile 1.0% 0.2% 2.6% 
Other vehicle 7.6% 3.0% 16.3% 
Bicycle 28.9% 21.9% 42.2% 
Telephone 4.2% 0.7% 10.9% 

Total value durables (Quetzales) 3,546 1,297 7,841 
Number of durables 3.63 2.53 5.74 
Spatial assets     

Time to post office (min) 43.04 47.38 34.76 
Time to bank (min) 40.03 42.01 36.24 
Time to market (min) 51.34 57.52 39.55 

Natural assets  
Distance to fuel wood (those who collect fuel wood) (km) 1.75 1.76 1.71 
Distance to water source (those who haul water) (meters) 278 313 195 

Social assets 1.48 1.48 1.48 
Social capital (number of committees) 1.75 1.76 1.71 
Note:  The percent poor refers to households in poverty, not people. Source:  ENCOVI data, original analysis.  
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Table 3.3. Percentage Difference in Well-being between Each Region and the Rural 
Metropolitan Region Due to Differences in Assets and Differences in Returns 

 Percent difference due to 
Region ∆Assets ∆Returns 
North 41.3 -3.2
NE -9.1 12.7
SE -6.7 20.9
Central 1.5 13.4
SW 15.5 6.6
NW 39.7 -9.1
Peten 17.0 38.7
Note: Comparison region is rural metropolitan. 
Source:  Authors’ computations based on  regression results in appendix 2. 
  
Poverty rates are highest in the North, Peten, the Western Altiplano, and parts of the 
Southeast  

The highest poverty rates are found in remote municipios in the Western Altiplano, in the 
larger municipios in Northern Region, and in scattered areas along the Honduran and Salvadoran 
borders (figure 3.9).  However, parts of the Western Altiplano and the East with the highest rates 
and densities of poor households also have relatively good prospects for economic growth. 
 

Poverty rates are much lower along the Pacific Coast, around Guatemala City, and in 
Eastern Guatemala approaching the Atlantic Coast.  The latter areas have low road densities and, 
at best, medium “agricultural potential.” However, aggregate poverty is low because people there 
have sufficient assets (particularly land). Rural areas southwest of Guatemala City have extreme 
poverty rates below 10 percent.  The combination of good infrastructure access and high 
agricultural potential appears to be reducing poverty.  However, select groups, such as seasonal 
agricultural workers, suffer high rates of poverty in these areas. 
 

Many municipios along the Honduran and Salvadoran borders in southeastern Guatemala 
have relatively high infrastructure access and agricultural potential---yet high poverty rates. 
These areas might be targeted for high labor demand investments (inside and out of agriculture), 
since despite having good spatial conditions, measures of well-being are lagging far behind 
potential.  Some areas in the Western Altiplano have similar characteristics—relatively high 
infrastructure access and good lands, but high rates of poverty.   

 
The spatial distribution of poverty noted above is confirmed by an examination of the 

regional distribution of household asset ownership (table 3.4).  The highest poverty regions are 
the North, the Northwest, and Peten, while the rural Metropolitan, Central, and Eastern regions 
have lower poverty and generally higher levels of well-being.  Differences in household asset 
bases clearly reflect these differences.  In particular, levels of education are much lower in the 
poorest regions and indigenous households are heavily concentrated in North and Northwest 
Regions.  Literacy rates are also low in these regions.  Sanitary services and electricity coverage 
is far lower in these poorer regions, and ownership of household durables reflects lower 
standards of living.   
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Figure 3.9. Extreme Poverty Rates by Municipio 

 
   Source:  MAGA-SIG. 
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Table 3.4. Assets by Region, Rural Guatemala 
Variable Metro North NE SE Central SW NW Peten 
Household size 5.5 6.0 5.0 5.4 5.3 5.7 6.2 6.1 
Dependency ratio 1.0 1.3 1.2 1.2 1.2 1.4 1.4 1.4 
Male-headed (%) 91.5 91.1 83.0 85.1 85.7 82.9 84.2 91.9 
Head literate (%) 80.3 49.0 70.0 70.8 77.7 66.3 47.4 67.8 
Head’s education (years) 22.0 14.7 21.5 21.0 24.2 19.9 12.8 18.9 
Percent households   

Non-indigenous 59.4 17.1 84.7 96.3 57.1 45.0 17.2 69.8 
Monolingual Spanish 60.4 16.1 84.7 99.5 60.7 55.3 17.4 69.9 
Monlingual indigenous 0.9 51.7 3.5 0 3.2 4.6 26.8 5.2 
Bilingual 38.7 32.1 11.8 0.5 36.1 40.0 55.7 24.9 

Percent with credit 3.5 1.0 1.0 1.8 5.1 2.0 1.3 3.2 
Percent with savings 11.9 3.8 15.0 8.2 9.9 4.4 3.5 6.7 
Percent with sanitary water 65.2 50.9 62.9 64.7 58.8 56.5 65.3 18.8 
Percent with good sanitation 21.0 4.9 25.0 12.9 24.6 15.7 4.8 2.2 
Percent with electricity 86.0 20.5 46.3 58.7 74.4 68.9 47.9 13.6 
Percent owning   

Microwave 3.8 0.7 2.6 0.9 1.5 0.9 0.2 0 
Refrigerator 26.1 4.1 19.5 12.3 14.0 11.5 2.8 3.6 
Radio 76.8 72.4 79.8 64.5 69.6 75.7 77.2 67.2 
Television 68.8 10.2 41.0 33.9 49.7 39.1 15.1 8.6 
Automobile 5.2 0.3 1.4 0.5 2.1 0.7 0.3 0.2 
Other vehicle 19.8 4.6 10.2 6.4 9.0 7.9 3.4 4.8 
Bicycle 43.6 18.0 32.6 22.6 43.9 33.4 12.6 36.2 
Telephone 8.6 0.3 10.4 2.0 4.5 5.6 0.5 0.2 

Total value durables (Quetzales) 7,523.1 2,124.4 4,706.9 2641.1 4,008.0 3,868.1 2,157.1 2,701.5 
Number of durables 5.9 2.4 4.9 3.3 4.4 3.9 2.2 2.9 

Time to post office (min) 50.5 97.4 45.6 57.8 46.5 51.3 79.6 82.9 
Time to bank (min) 53.8 112.3 51.6 63.6 49.2 51.1 79.3 97.9 
Time to market (min) 57.6 74.7 55.1 66.2 46.5 50.1 67.6 91.4 

Distance to fuelwood (km) 1.23 2.31 1.35 1.90 2.02 1.48 1.89 2.04 
Distance to water (meters) 260 457 472 280 100 200 308 230 
Social capital (no. of  committees) 1.4 1.7 1.5 1.3 1.5 1.5 1.4 1.4 
Source: ENCOVI data, original analysis
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The high degree of overlap between high poverty rates and high poverty densities in areas 
such as the Western Altiplano means that investments there should reach significant 
proportions of the country’s rural poor  
 

Poverty densities are highest in the Western Altiplano, in the areas around 
Quetzaltenango and Huehuetenango moving west toward the Mexican border (figure 3.10).  
These areas have high proportions of indigenous populations and also very high poverty rates.  
The geographic correspondence between high poverty rates and high poverty density indicates 
little or no tradeoff in targeting high poverty areas for poverty-reducing interventions.  Strategies 
targeted to such areas should reach many poor people and leakages (resources intended to benefit 
the poor that instead go to the non-poor) should be minimal.   
 

Low population densities along the Honduran and Salvadoran borders lead to far lower 
poverty densities than the Western Altiplano. Because of high poverty rates, investments need 
not have an explicit targeting mechanism; leakages to the non-poor are likely to be reduced in 
high-poverty areas.  On the other hand, because population densities are low, targeting of 
projects is complicated; productive investments may be compromised by lack of labor or other 
inputs and distance to final markets.  For social investments in these regions, costs of delivery 
over space need to be considered.  Investments should be placed so as to guarantee a reasonable 
standard of access, even in low population areas.  Low poverty density means that relatively few 
poor people will be reached by fixed infrastructure compared to high-density areas, even if 
leakages to the non-poor are also small. 
 
Despite good economic potential in parts of the Western Altiplano, measures of household 
well-being are lagging far behind potential  
 

The Western Altiplano is an obvious target for poverty-reducing investments, and is 
especially promising because of its relatively high economic potential.  The combination of high 
population densities, relatively good infrastructure, and relatively good soil quality suggest that 
they may have greater economic potential. Persistent high rates of poverty, however, show that 
this potential is not being realized---and the extent that it is being realized, the poor are not 
participating.  Despite high population density and proximity to major road networks, lack of 
feeder roads within these mountainous municipios increases transaction costs and makes it 
difficult for poor households to participate in the market economy, causing high poverty in the 
region.  Small holding sizes, limited availability of agricultural services, and lack of other assets 
compound the access problem. 
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Figure 3.10. Poverty Densities15 

 
 
               Source:  Original analysis using MAGA-SIG and Census of Population, 2002. 
 

The main conclusion from the spatial analysis is that the rural landscape is complex and 
highly differentiated with respect to access to public and private assets and differences in returns 
to such assets.  This heterogeneity, together with historical factors, affects economic potential 
and performance of sub-regions.  Conditions for growth often include better agricultural 

                                                 
15 The poverty density is the number of poor per land area. 
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potential, higher population densities, proximity to intermediate and final markets, and relatively 
good access to transportation.  These conditions are frequently absent in places where poverty 
rates are highest, but are more likely found in areas with high poverty densities.  Such 
considerations suggest that tradeoffs may exist between poverty reduction and economic growth 
and that investment decisions should consider these tradeoffs. 
 

Policymakers in Guatemala have the opportunity to take advantage of the high 
correspondence between rural poverty rates and poverty densities in parts of the Western 
Altiplano and other areas with relatively good agricultural potential and access to infrastructure.   
However, poor internal access due to lack of feeder roads in the topographically complex 
municipios of the Western Altiplano leaves many people isolated even though the region as a 
whole is served by a major road network.  
 

The high degree of overlap between high-poverty rates and high poverty densities in the 
Western Altiplano means that rural development interventions in these areas will reach 
significant proportions of the country’s rural poor, with minimum leakages to the non-poor.  
Although such interventions can benefit large numbers of poor people, interventions can bypass 
the poor, especially indigenous peoples, if they do not recognize the missing assets preventing 
them to take advantage of economic opportunities in these areas and improve their well-being 
over time. Hence, an important issue for rural public investments is to identify which 
combinations of productive, social, and location-specific assets best contribute to improvements 
in household well-being.  
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Chapter 4. Summary of Multivariate and Qualitative Household-level 
Analyses 

 
The spatial analysis in chapter 3 set the stage for a more in-depth analysis of the 

determinants of rural household well-being and rural growth potential. It identified areas with 
high economic potential, those with high poverty, and areas of overlap. But the aggregate nature 
of the spatial analysis can mask substantial intra-regional differences. Thus household-level 
analysis is needed to investigate the combinations of productive, social, and location-specific 
assets that matter most to raise incomes and take advantage of an area’s prospects for poverty-
reducing growth.   

 
This chapter presents the findings of this quantitative household-level analysis. The study 

also used qualitative information from livelihood studies and participatory assessments to help 
ground-truth results from the quantitative household analyses and assess stakeholders’ 
perceptions of the issues investigated by study. This chapter synthesizes the findings of these 
analyses.   
 
4.1.  Assets and Exits from Poverty  
 

The household analysis used the 2000 ENCOVI nationally representative survey of 3,852 
rural households to analyze the determinants of well-being in rural areas (see box 4.1 and 
appendix 2 for complete details).  The analysis includes descriptive statistics, as well as graphical 
and multivariate techniques. The participatory assessments used rapid appraisal methods to 
examine links between assets and livelihood strategies and identify priority investments to 
enhance households’ portfolio of assets (see box 4.2 and appendix 3 for a full description). 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Box 4.1. Quantitative Household Analysis 
 
Multivariate household analyses have the advantage of separating the effects of specific 
assets (such as education or land owned) on an outcome such as household well-being while 
holding levels of all other assets constant.  Important caveats exist in interpreting these 
results.  Often it is difficult to infer causality. For instance, when a positive association is 
found between participation in social capital activities and household well-being, one cannot 
immediately conclude that increased social capital will improve well-being.  It may just be 
that better-off people are more likely to participate.  This study notes these issues of 
causality where appropriate and tries to interpret the strength of the causal findings.  When 
possible, instrumental variable techniques are used to verify the strength of the causal 
inference (see appendix 2 for details) 
 
An additional issue relates to the time horizon:  ENCOVI surveyed households at a single 
period.  Determinants of static well-being may not affect growth over time.  Quantitative 
surveys cannot capture many important concepts and relationships, and, as a result, 
multivariate statistical results often mask critical subtleties. As an example, the outcome 
variable representing household well-being is consumption expenditures per household 
member.  Household well-being may be affected by other outcomes such as quality of life, 
or strength of family and social ties.  The qualitative results help overcome these liabilities 
and enrich the quantitative results.  Results reported here summarize the statistically 
significant findings. 
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The quantitative and qualitative analyses yielded a powerful result: To generate 

substantial gains in poverty reduction and broad-based growth, complementarities between 
productive, social, and location-specific assets must be addressed. Education, infrastructure 
(especially access to roads), social capital, landholding size, and other location assets are found 
to be the most important assets, but other productive assets play key roles. For example, lack of 
information about markets and opportunities, and lack of access to public services can represent 
major constraints to broad-based growth. Not all assets are equal in importance; some are 
effective only in combination with other assets, so public investment strategies should be 
coordinated across sectors. Asset bases and returns to these bases also vary substantially 
depending on the household’s location.  Such variation suggests that a spatially differentiated 
“territorial” rural investment strategy is appropriate.   

Box 4.2. Livelihood Studies and Participatory Assessments 
 
The objectives of the livelihood studies and participatory assessments were to identify key assets 
for growth and poverty reduction, better understand the complementarity of key assets, examine 
links between assets and livelihood strategies, and identify priority investments and actions to 
enhance households’ portfolio of assets. Two exercises were carried out. A project stocktaking 
with beneficiaries of the Land Fund Project in Quetzaltenango was conducted in February 2003. A 
general asset and livelihood assessment in San Marcos and Huehuetenango was conducted in 
April 2004.  Both activities included community workshops and a regional workshop attended by 
community representatives.  
 
Discussions were organized around a set of standard and simple questions about livelihood 
strategies, assets, risks, outcomes, opportunities, and limitations of different projects, and the 
performance local government and other institutions. Visualization techniques were used to elicit 
views from participants during community visits and regional workshops.  The results are 
summarized in appendix 3. During the exercise, two broad household typologies were identified.  
Group I included households producing agricultural products primarily for self-consumption, with 
periodic sales.  Group II was better off and included households producing agricultural products 
with significant product sales.  

 The Participatory Framework   
 

Guía de facilitación

¿Que actividades 
realizan para ganarse la 
vida? 

Estrategia de Vida
¿ Cuales recursos han 
utilizado en la realización?

Recursos Disponibles

¿Que beneficios  han 
obtenidos de estos 
actividades?

Resultados Obtenidos 
de Bienestar

¿ Cuales 
son los 
peligros, 
temores y 
riesgos con 
esta 
actividad?

¿ Cuales 
normas y 
reglas 
regulan el 
acceso al 
recurso ?

RiesgosPoliticas e 
Instituciones

Contexto
Cambios 

en las 
Comunidades
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Human assets and education 
Household dependency is strongly related to well-being 
 

The household analysis shows that human assets are important determinants of well-
being.  Household structure, education, and ethnicity all help explain levels of well-being.  
Higher dependency is strongly related to lower well-being, with a 1 percent increase in the 
household dependency ratio16 leading to about a 0.25 percent decrease in well-being. The 
participatory analysis identified many problems associated with higher dependency ratios, 
including spreading household resources (particularly land) over more children.   
 
 

 
 
 
 

                                                 
16 The dependency ratio is defined at the number of dependents (children under 16 and adults older than 60) divided 
by the total number of household members. 

Box 4.3. Migration as a Livelihood Strategy  
 
Migration is an important livelihood strategy in rural Guatemala. Seasonal internal migration is 
associated with temporary work in large coffee and sugar farms, also known as fincas, located in the 
Southern Coast and in the Highlands.  This pattern of migration has been common for well over a 
century when coffee, sugar, and other export crops demanded cheap labor.  Much of this labor was 
provided by landless peasants and small-scale farmers from the Altiplano and Northern regions.  
Today seasonal laborers are attracted to fincas because they provide income during the off-season or 
during emergency periods.  Although salaries are low, seasonal migration has the advantage of 
being relatively flexible, offering jobs that last for one or more months, and employing the whole 
family.  Work conditions are not ideal, and are especially harsh for women and children.   
 
Migration to fincas has recently diminished as large farms have become mechanized, and production 
of crops like bananas has been passed on to medium- and small-scale farmers.  Recent declines in 
coffee prices forced many large farms to eliminate as many as 500,000 jobs (OIM 2003).  In 
response, some seasonal migration has shifted to provide labor in medium and small farms in micro-
regions of the Altiplano. Another shift is toward large farms and urban centers in Mexico.  Almost 
90,000 farmers temporarily migrate to Mexico; the strategy is particularly important for farmers in 
San Marcos, Huhuetenango and Quetzaltenango (SNU 1999).  Salaries and working conditions in 
these areas are reported to be better than on local farms, in part because not all migrants work in 
agriculture.  Bilateral treaties regulate cross-border labor movement and working conditions.   
 
International migration to Mexico and the United States is becoming increasingly important, with 
more than 1 million Guatemalans living permanently outside Guatemala (OIM 2003).  Migration to 
the United States is complicated by its frequent illegality.  Another negative aspect of long-term 
international migration is family disintegration.  Stories of people who leave for the United States 
illegally and are never heard from again are not rare.  Nevertheless, migration to the United States. 
has a large pay-off.  Most migrants send remittances in cash or kind, and remittances accounted for 
about 10 percent of GDP in 2003. 
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Female-headed households are generally better off because of migration-based livelihood 
strategies 
 

On average, male-headed households have 22 percent lower consumption per capita than 
female-headed households; this difference is consistent with other findings from Guatemala, but 
distinguishes it from the rest of Central America, where female-household headship is generally 
associated with lower well-being (Hereford and Echeverria 2003).  Female household headship 
in the Western Altiplano is associated with migration-based livelihood strategies (appendix 3).  
Males in this area migrate in search of short-term or seasonal employment (box 4.3).  Although 
migration is often associated with difficult conditions borne by the migrant and his family, such 
strategies show higher levels of well-being compared to levels that would exist without 
migration. 
 
Indigenous people in rural Guatemala face unique barriers to participation in the economy  
 

Indigenous rural households have mean levels of consumption that are about 30 percent 
lower than non-indigenous households.  This finding holds across all regions of the country and 
is an important indication of the persistent economic and social disadvantages that indigenous 
households face. Even controlling for level of education, language ability, land holding, and 
other tangible and productive assets, indigenous households have access to fewer opportunities 
than the non-indigenous.  This result is clearly a product of social exclusion. Opportunities for 
indigenous groups merit special attention when designing growth-oriented investments and 
special efforts must be taken to strengthen the ability of these groups to overcome market-related 
disadvantages. 
 
Education matters in all areas and for each type of household 
 

Education has important impacts on well-being, both directly, by improving household 
consumption, and indirectly, by influencing the household livelihood strategy.  Education clearly 
improves household well-being (figure 4.1).  The density of well-being for households headed by 
someone with no education is centered far to the left of the entire rural sample.  The regression 
results quantify the impact of education. Households whose head had some primary education 
have 14 percent higher mean consumption per capita (compared to households whose head had 
no education).  The payoff to secondary school is even higher.  Households whose head had 
secondary or higher education have mean levels of well-being that are 46 percent higher than 
those whose head had no formal education, and 27 percent higher than those whose head had 
only primary school education.  Even among self-described farm families, returns to primary and 
secondary education are strong. 
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Figure 4.1. Differences in Density of Well-being Attributable to Education of the Household 
Head 
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Note: Density of the entire rural sample is subtracted from that for each household head’s education level. The 
vertical line represents the poverty line. The horizontal line represents the zero point where the density of each 
distribution is identical to that of the comparison distribution. 
Source:  Original analysis of the ENCOVI data. 
 
Impacts of education on household well-being vary substantially by region of residence  
 

The distribution of well-being for households headed by someone with primary education 
is shifted rightward in the Metropolitan, the Northeast, and the Central regions compared to all 
rural households (figure 4.2).  Particularly in the Metropolitan region, primary-educated 
households are generally better off than all rural primary-educated households.  The North, 
Northwest, and Peten distributions are located to the left of the entire rural distribution.  
Relatively more households with this education level are well below the poverty line and fewer 
are well above the poverty line in these regions compared to rural areas as a whole.  The density 
for Peten also has relatively large proportions of primary-educated households well above the 
poverty line, indicating that low levels of education are not as constraining in this region 
compared to other rural areas. 
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Figure 4.2. Differences in Density of Well-being for Households Headed by Someone with 
only Primary School Education, by Region of Residence 
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Note: Density of the entire rural sample for households headed by someone with primary education is subtracted 
from that for each region with the same head education level. Vertical line represents the poverty line. Horizontal 
line represents the zero point where the density of each distribution is identical to the density of the comparison 
distribution. 
Source:  Original analysis using ENCOVI data.   
 

The multivariate analysis shows highest returns to primary education are found in North, 
Southeast, and Southwest regions.  The lowest returns are found in Central and Northwest 
regions, where the coefficient on primary education is small and statistically not different from 
zero.   In other regions, well-being improvements for households headed by someone with 
primary education (above those with no formal education) are between 9 and 12 percent.   

 
These findings provide some support for targeting a primary versus secondary education 

strategy.  In high-poverty areas,17 the emphasis should be on promoting primary school 
enrollment, while in better-off areas, and in those areas where households have complementary 
assets, the emphasis should turn to retaining students through secondary school.  However, the 
analysis of location-specific returns to education is complicated by mobility, since better-
educated youth from low-return regions are likely to migrate to other regions.  This propensity to 
migrate is likely to lead to overstatement of returns in high-return regions and understatement of 
returns in low-return regions.  Migration helps justify a nationally funded education program, 

                                                 
17 The results for the Northwest, a high-poverty area with low measured returns to primary education, complicate 
this generalization, but the qualitative findings indicate that high-quality primary education is a strongly perceived 
need among the poor in the Western Altiplano. 
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because areas do not necessarily reap the benefits of their investments in human capital. Out-
migration can lead to underinvestment in education in the poorest areas, implying a Central 
Government role in allocating education expenditures. 
 

Returns to secondary education in rural areas are substantial in every region except the 
Metropolitan region; they vary from a low of 28 percent (above no education) to more than 70 
percent, depending on the region of residence.  Returns were lowest where secondary education 
is less common and poverty is highest: the Northwest and Peten regions.  In general, these areas 
lack economic activities that reward higher levels of education.  Findings of relatively low 
returns to higher levels of education may indicate that better-educated people quickly leave these 
areas and those who stay are not rewarded to the same extent as residents of other regions.  
 

The differential return from primary to secondary education is also low in the North and 
Peten.  In the North, the welfare of secondary school-educated households, on average, is only 8 
percentage points higher than primary-school educated households (whose premium over non-
educated heads is approximately 20 percent).  Household heads in the Northeast, Southeast, and 
Central regions receive secondary education premiums of as much as 58 percentage points over 
the Metropolitan rural area.  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
 
Physical assets 
The relationship between land access and household well-being is ambiguous  

Access to land is an important determinant of well-being in rural Guatemala, and landless 
rural families constitute the most prominent group at risk of being poor. Although landless 
households experience higher rates of poverty, increased landholding is not necessarily 
associated with lower poverty rates.  Livelihood strategies, especially if they include rural non-
agricultural activities, also matter. The relationship between landholding size and economic well-
being depends, among other things, on land quality, its proximity to markets, and the availability 
of other complementary assets, especially education and infrastructure. Education leads to 
increased land productivity, and better-educated farmers are able to reap benefits from larger 

Box 4.4. The Role of Education  
 
The participatory analysis reinforced the quantitative findings of the importance of education.  
Members of the best-off group all stated that their children’s education is a major priority.  Many 
identified education as an important inter-generational pathway out of poverty.  Participants noted, 
however, that although indicators of education coverage, such as number of schools, have improved 
since the Peace Accords, substantial unmet demand for higher-quality education exists, especially in 
more isolated rural areas.  Many identify implicit costs associated with sending a child to a 
neighboring urban center or town for secondary education as being a major obstacle to further 
investments.  Others discussed the appropriateness and quality of existing curricula; there is demand 
for vocational education, basic business skills, and even language skills. In several communities in the 
Western Altiplano, respondents noted the importance of basic etiquette and Spanish language skills; 
temporary migration to Mexican tourism areas is a promising livelihood path.  Similar basic skills 
education might be appropriate for Guatemalan tourism areas such as the Peten and Northern regions. 
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holdings.  The amount of land under irrigation is statistically significant and positively associated 
with farm-household well-being, according to the multivariate analysis.  Farmers using modern 
seed and chemical inputs were also better off, holding all else constant, than those who did not 
use these inputs (the variables are associated with about a 7 percent higher level of household 
well-being). 
 

Households headed by males have larger holdings, on average, while dependency and 
education of the head are negatively associated with land holding sizes. The statistical 
relationship between higher dependency (more children and elderly household members) and 
smaller holding sizes confirms the process of parcelization of lands found in the qualitative 
analysis.  Inter-generational transfer of lands is constraining agricultural growth because of the 
fragmentation of holdings, particularly in the densely populated Western Altiplano, where mean 
land holdings are less than 1 hectare per household.  Households with higher educational 
attainment adopt non-agricultural livelihood strategies and have smaller land holdings, all else 
held equal.  Households in more densely populated municipios have smaller holdings, while 
those in municipios whose population grew faster between 1994 and 2002 have marginally larger 
holdings.  
 

The participatory analysis reinforces the notion that both quantity and productivity of 
land are jointly important as determinants of household well-being. Households with larger land 
holdings and especially more productive lands tended to specialize in market-oriented 
production, while those with smaller holdings generally followed less economically rewarding 
strategies, including seasonal migration.  For households with insufficient land holdings in the 
Western Altiplano, strategies such as internal and international migration have been more 
economically rewarding than small-scale agriculture.  The quality of land, determined by 
location, slope, rainfall, and human-controlled variables such as soil, water, and forest 
management activities, also create conditions for more effective agriculture-based livelihood 
strategies.   
 
Natural assets 
Other natural assets have strong impacts on household well-being 
 

Access to natural assets such as potable water, forest products and fuelwood, and land 
quality was found to be critical to well-being in the participatory and stocktaking exercises. 
Access to water fluctuates for many households according to rainfall conditions.  During periods 
of drought, many travel long distances to secure water supplies, at a significant cost in terms of 
time and effort.18  Drought also affects productivity of agriculture. Despite the prevalence of 
drought in the Western Altiplano, few drought-resistant varieties are being used.  Respondents 
were unsure about the availability of these varieties, as formal agricultural extension does not 
reach the area. 
 

                                                 
18 Nearly half (44 percent) of rural households report hauling water, according to the ENCOVI data.  The mean 
distances to water supplies were highest in the North and Northeast regions: more than 400 meters.  The mean 
distance in the Northwest (the location of the participatory analysis) was about 300 meters. 
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Searching for fuel wood entails costs in terms of time, and the process of deforestation 
increases these costs.19 The participatory analysis noted that lack of access to water, due to 
recurrent droughts compounded by inappropriate management of forest resources, together with 
declining soil fertility, represent major constraints to increased participation in market-oriented 
production.  The presence or absence of other household assets affects the impact on welfare of 
limited access to fuel wood. For instance, households with mules were less affected by fuel wood 
shortages and could haul fuel wood as a business opportunity.  
 
Location-specific assets 
Access to markets and infrastructure directly affect livelihoods and well-being 
 

Accessibility to markets directly affects incomes and is a major determinant of livelihood 
strategies.  Even minimal access--through a dirt road--has a significant positive impact. 
Relatively close access to a rural road or highway--even a minor one--was more important than 
being directly connected to a major road or highway.20  

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
 
 

                                                 
19 More than 80 percent of rural households report hauling fuel wood, according to the ENCOVI data.  The national 
average distance to fuel wood is 1.8 km.  Distances are highest in the North (nearly 2.5 km) and Peten (about 2 km). 
20 Most literature finds that infrastructure investments, especially roads and irrigation, have strong effects on 
productivity in agriculture and rural economic growth.  See Zhang and Fan (2004) for a summary. 

Box 4.5. Simulation of Improvements in Dirt Roads versus Paved Roads 
 
A simple simulation exercise was conducted to examine the differential impacts on well-being of 
improvements in paved rural roads versus dirt (unpaved) roads.  Both investments have subtle effects on 
the distribution of well-being (see below), shifting it to the right and leading to a general improvement 
in well-being.  Slight differences in impacts are evident in the right-hand panel of the figure, where the 
investment in dirt roads is seen to have a stronger impact at the low end of the welfare distribution, and 
shifts the distribution of well-being to higher levels above the poverty line.  This result shows that an 
improvement in existing dirt roads will have a stronger impact on well-being for worse-off households 
(whose access, to start with, is worse).  However, the differences are not large. 
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Source:  Original analysis, using ENCOVI data. See appendix 2. 
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This finding is confirmed with a simple simulation exercise, using results from the 
quantitative analysis; the results are presented in box 4.5.  Improvements in dirt access roads 
benefit more households at the lower end of the well-being distribution compared to better access 
to a major road.  The household analysis confirmed the importance of access to markets, as a 1 
percent reduction in distance from the nearest mail services is associated with a 0.05 percent 
increase in household well-being.21  The regression models confirmed that internal access had a 
consistently strong positive impact on well-being. 
 
Access to technical information and other communication infrastructure are critical missing 
assets 
 

The participatory exercises identified lack of access to technical information through 
extension and other services as a major constraint affecting the adoption and success of different 
livelihood strategies. Participants spoke about a general lack of access to communication 
infrastructure and information, and noted that land telephone lines and electricity were rarely 
available (box 4.6).  Inadequate communication infrastructure is associated with poor 
information about intra-season prices for horticultural and non-traditional export crops, limited 
means of managing plant and animal diseases, and increases in risks faced by producers.  The 
household analysis showed that more than 75 percent of rural households own radios and that 
more than 30 percent own televisions.  However, respondents in the participatory exercise noted 
that broadcast media rarely provide price, technical, or other messages that producers need.  
Technical information for agricultural producers has been lacking in rural areas since the demise 
of the public agricultural extension service in the early 1990s. 

 
 

 

 

 

 

 

 

 

 

 

 

 
 
 
 

                                                 
21 Other measures of internal remoteness, such as distance from banks and market centers, were examined and the 
results are virtually identical to those reported here. 

Box 4.6. The Role of Electricity and Other Productive Infrastructure 
 
The participatory exercise and the quantitative household analysis both identified access to 
electricity and other productive infrastructure as important to improved livelihoods.  
Electricity access had a strong positive impact on consumption expenditures in the household 
analysis.  Rural households with electricity are 24 percent better off than those without 
electricity. Families reported being satisfied by the convenience afforded by electricity for 
lighting and television. However, without complementary investments to exploit electric 
power the presence of electricity in a village does not affect incomes. Widespread installation 
of monophase versus triphase electricity limits the economic contribution of rural 
electrification. One village in the study, for example, had several sawmills and woodworking 
shops; these enterprises clearly exploit the availability of electricity.  Discussions with village 
members indicated that the community had a tradition in working with wood before electric 
power was introduced. The skills and experience already existed in the village, so access to 
electricity complemented existing assets and allowed for additional income-generating 
activities. 
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Social capital assets 
Investments in social capital have strong positive effects on household well-being 
 

Much of the potential for poverty-reducing growth lies in the dynamism of communities 
and their social assets. Evidence from the multivariate household analysis and the livelihood 
studies and participatory assessments show that social capital can substitute for locational 
disadvantages, and can also complement location-specific assets. Strong communities make 
greater and more intensive use of the natural capital. They increase productivity and social action 
in the face of crises. This can generate social innovation and lead to greater participation and 
interaction with external agents and coordinated demands to the government. By strengthening 
their productive, economic, and social organizations, communities enhance their other assets (see 
box 4.7).   

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Box 4.7. Social Capital in Guatemala 
 
Social capital refers to social bonds created through relationships, shared values, norms, and 
institutional arrangements to promote collective action.  Social capital manifests itself through trust 
and reciprocity, formal and informal institutions, personal relationships, and between communities.  
Social capital can be important to a household, particularly when it must act with others or receive 
assistance from the outside.   For example, cooperatives can be used to market member’s products, or 
obtain credit or technical assistance.  Relationships with neighbors, friends, or churches are also 
important during hard times.  Community organizations are often instrumental in linking households 
to public institutions and NGOs.  In Guatemala, social capital is a driving force behind farmer 
cooperatives, enabling small-scale producers to penetrate non-traditional exports and coffee markets.  
Without cooperatives, it would be difficult for farmers to market their products because production 
levels are relatively small.  Jointly, farmers can attain minimum marketable volumes.  
 
Local level institutions are key to manage community affairs such as provision of basic services, 
regulation of natural resources, mediation of conflicts, and coordination of community development 
(World Bank 2001a).  Water committees, school committees, credit associations, sharecropper 
associations, and churches are commonly found in communities (Ibañez, Lindert, and Woolcock 
2002). In the absence of formal institutions in isolated rural areas, these organizations fill a critical 
role.  They are especially deeply rooted in the Mayan communities of the North and Western regions.  
Evidence suggests that community bonds, solidarity, trust, and reciprocity are stronger in indigenous 
communities (Keefer and Knack 1997; Katz, 2000) and related to ethnic and cultural heterogeneity.   
 
Social capital is not uniformly good.  Costs of reciprocity can be prohibitive, and norms and rules can 
be established for the benefit of a few.  These factors can discourage participation among the less 
fortunate.  Capture of social capital by elites is another negative consequence.  For instance, men are 
often considered community leaders and women are barred from participating in community 
decisions.  Discrimination against the most vulnerable is exacerbated by cultural practices in 
indigenous communities.  In some of them, for example, women cannot inherit land directly and must 
have a husband or other male relative to administer it for them (Ibanez, Lindert, and Woolcock 2002).   
 
The long running civil war strongly impacted indigenous communities in the Western Altiplano. In the 
struggle between the army and the insurgency, the social fabric was torn apart, inter-ethnic trust was 
severely damaged, and community organizations and local power structures were destroyed. The 
signing of the Peace Accord ended most of the overt conflict and established a framework for 
development. While peaceful community relations and organizations are slowly re-emerging, there is 
still little trust in public institutions (World Bank 2003a). 
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The multivariate analysis shows social capital to be a statistically significant determinant 
of well-being. 22 Participation in social capital-building committees varies according to the 
poverty status and demographic compositions of the household.  Non-poor families are more 
likely to engage in fundraising and donate to charity. Poor rural households are more likely than 
the non-poor to share work communally and participate in public works programs (table 4.1).  
 

Table 4.1. Social Capital Participation by Household Poverty Status 

 
Activity 

Share of poor households engaged 
in activity (%) 

Share of non-poor households engaged 
in activity (%) 

  
Fundraising 10.83 15.20* 
Information dissemination 8.16 7.09 
Political organizations 7.68 8.43 
Donate to charity 18.35 26.54* 
Work for charity 14.68 17.06 
Share work (communal) 32.95 24.97* 
Share child care (communal) 2.50 2.76 
Participate in public works 53.09 46.05* 
* Difference in means is significant at 5 percent level. 
Source: ENCOVI data, original analysis. 

 
Participation in activities to build social capital varies substantially by region. The effects 

are strongest in Northwest, Southeast, and Peten regions, where committee participation is 
associated with an approximately 6 percent higher level of well-being (table 4.2) .  The density 
of committees (number of committees per area) also had a positive impact on household well-
being, holding other factors constant.  Households living in areas with greater levels of local 
organization were significantly better off. 

                                                 
22 Social capital is a difficult asset to measure, but it can be a key component of a household’s asset portfolio. The 
analysis measures social capital investments by the number of local committees and programs in which a household 
participates. Causality is clearly an issue when evaluating the impacts of social capital on household well-being.  
Based on household-level (participation) variables and cluster-level variables, the analysis found similar results 
which suggest that more access to social-capital types of activities improve household and village-level well-being. 
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Table 4.2. Disaggregated Social Capital Participation, by Region 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Source:  ENCOVI data, original analysis

Variable Metro North Northeast Southeast Central Southwest Northwest Peten All Rural 
Mean number of 
committees 

1.49 1.77 1.65 1.42 1.56 1.57 1.45 1.48 1.55 

 Percent of households participating 
Fundraising 15.88 16.09 10.73 17.36 15.48 10.80 10.07 9.82 12.67 
Information 
dissemination 

6.07 15.39 11.10 5.52 8.93 7.57 6.12 6.88 8.33 

Political 
organizations 

7.13 6.45 11.07 10.00 8.44 7.15 7.15 8.90 7.96 

Donate to charity 20.50 23.10 25.56 27.07 30.63 18.72 12.80 26.91 21.34 
Work for Charity 32.97 14.63 14.08 10.15 21.96 15.96 16.92 15.25 16.65 
Share work 
(communal) 

18.52 39.93 43.41 27.48 19.74 34.37 30.12 32.43 32.00 

Share child care 
(communal) 

12.83 3.95 2.30 1.33 2.63 1.73 2.13 1.57 2.76 

Participate in 
public works 

35.49 57.07 47.23 42.78 48.36 60.47 59.20 46.60 53.52 
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4.2. Livelihood Strategies and Well-being Outcomes 
 
The most successful livelihood strategies are non-agricultural, but in many areas self-
employed agricultural producers are doing well 
  

Different livelihood strategies are associated with better well-being outcomes depending 
on the region of residence.  For example, households with members who are predominantly 
engaged in agricultural employment (as opposed to self-employment in agriculture) tend to have 
lower levels of well-being, lower incomes, and higher rates of poverty and extreme poverty.  
Rural households specializing in non-agricultural activities have the best indicators of well-
being, including higher incomes and consumption and lower poverty rates.  Rates of extreme 
poverty fall dramatically if the household has at least one member working in communications, 
transportation, or other professional endeavors.  Households with transportation workers and 
other professionals have consumption levels nearly double and incomes more than double those 
of households who only have workers engaged in agriculture.  
 

Specialization in one or two activities (either self-employment in agriculture or off-farm 
employment) is associated with the highest levels of household well-being.  Non-farm 
specialization yields higher average well-being than specialization in agricultural activities, but 
many farmers are doing quite well.  These findings were confirmed by the participatory analysis; 
the most successful household typology was identified as farm families specializing in market-
oriented agricultural production.  While the norm in rural Guatemala is multiple job and income 
sources, mixed farm/non-farm employment strategies are associated with generally lower levels 
of well-being than specialized strategies.  However, not all specialization is good; households 
specializing in agricultural wage employment have far higher rates of extreme poverty.   
 
Assets and public investments help determine household livelihood strategies 
 

Asset bases have strong impacts on household well-being through their effect on 
decisions such as adoption of an income-earning strategy.  This finding was clearly documented 
in the household analysis. 
 

Households with higher dependency ratios are more likely to adopt agricultural wage-
oriented strategies, while lower dependency ratios are associated with more frequent use of 
agricultural self-employment and employment in non-agricultural activities.  Lower dependency 
has the strongest positive impact on adoption of non-agricultural wage and self-employment 
strategies, which, as noted, are associated with better household welfare outcomes.  Higher 
education of the household head enables rural households to participate in non-agricultural 
activities, while lower education increases the likelihood of agricultural-oriented strategies, 
particularly low-paying agricultural wage strategies. 

 
Access to more land significantly lowers the probability of adopting an agriculture wage 

strategy and also lowers the predominance of adoption of specialized non-agricultural strategies.  
It is associated, instead, with more specialization in agricultural self-employment.   
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Access to public and private assets also affects livelihood strategies.  Access to electricity 
is associated with less frequent agricultural wage employment and more frequent non-
agricultural wage employment, while distance from local facilities increases the likelihood of an 
agricultural-based strategy and decreases the likelihood of non-agricultural activities.  Access to 
electricity and location near a post office are associated with participation in more remunerative 
income-earning strategies.  
 

Distance to markets strongly affects livelihood strategies. The farther a household is from 
a market, the less likely it is to adopt specialized non-agricultural strategies---strategies clearly 
associated with higher levels of well-being. The household analysis found that such strategies 
were not viable unless households were close to a market center. The participatory analysis also 
showed that minimal access to roads and infrastructure was necessary for success in agricultural 
and other businesses.  Households with adequate land and complementary assets tend to 
specialize in self-employment in agriculture, while those without land work as agricultural 
laborers or migrate. 
 

Indigenous households, holding other assets constant, are more likely to engage in 
agricultural wage labor as their dominant income-earning strategy, the least remunerative 
livelihood strategy.  Ethnicity does not have a strong statistical impact on other choices of 
employment, but non-indigenous households are relatively more likely to engage in non-
agricultural self-employment (associated with highest levels of well-being).  Inability to speak 
Spanish prevents many from engaging in non-agricultural wage activities, but outside this effect 
it has a negligible (not statistically significant) impact on employment choice. 
 

Access to social capital has an important influence on the choice of livelihood strategy.  
Households that participate more intensely in local committees are much less likely to be 
dependent on income from agricultural wage labor.  Households that depend on agricultural 
wages tend to be socially excluded and do not participate as frequently in political and social 
committees.  As a result, these households may be less able to manage risks and benefit less from 
the positive influences of investments in social capital.   
 

The analysis of livelihood strategies sheds light on the possible paths by which 
households can improve their well-being over time.  Investments in education, for example, 
increase well-being over time, and their effect is mainly mediated through choice of 
employment.  Lower impacts of education in areas where average levels of education are low are 
due to labor market effects:  opportunities do not exist for employment in more remunerative 
activities.  Under such conditions, migration may be the most viable strategy. Programs to foster 
entry of indigenous households into more remunerative livelihood strategies include adult 
education, reform of business licensing and regulatory process, and enhanced access to land and 
credit.   
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Chapter 5. Conclusions and Recommendations 
 

The overall study objective was to better understand how prospects for growth and 
poverty reduction can be stimulated in rural Central America. In Guatemala, the study employed 
complementary quantitative and qualitative methods of analysis, driven by an asset-based 
approach, to generate a number of key findings with important strategic implications for 
selecting and targeting rural development investments. The study also identified a number of 
analytical gaps and steps needed to improve the effectiveness of asset-based planning.   

 
5.1 Findings 
 

Guatemala faces major obstacles to stimulating broad-based economic growth and 
reducing poverty. Poverty is a serious problem, even though the 1996 Peace Accords have 
provided a more stable context to facilitate progress toward poverty reduction.  Economic growth 
has been relatively steady for the past half-century, but has not produced substantial declines in 
poverty.  National growth rates mask sectoral differences, problems in lagging rural areas, and 
areas affected by conflict prior to 1996.  The Government of Guatemala recognizes that the 
poverty problem is not being solved with standard economic tools, and several provisions of the 
Peace Accords embody this knowledge.  
 

Rural poverty in Guatemala is characterized by three important features.  First, 
geographic isolation, caused by varied topography and inadequate road networks, is an important 
correlate of poverty.  Rural poverty rates increase with isolation.  Poverty-reducing, income-
generating opportunities are more readily found in densely populated areas near urban centers.  
Many of these income-generating opportunities are found outside of agriculture in the formal and 
informal sectors. However, experience with agricultural intensification and non-traditional 
export agriculture suggests that agriculture can be a viable strategy for exiting poverty in many 
rural areas.   
 

The second dominant feature is ethnic exclusion. Poverty rates are far higher among 
indigenous groups and groups whose primary language is not Spanish. The 23 ethno-indigenous 
groups in Guatemala suffer from historical exclusion from public services and economic 
opportunities, and are frequently geographically isolated. Exclusion results in weak asset bases, 
uncertain property rights, and limited ability to exploit economic opportunities.  Access to land is 
a particularly serious problem of the indigenous in the Western Altiplano.  

 
Third, rural poverty is concentrated in particular areas: that is, it has a particularly strong 

spatial dimension in Guatemala. The highest poverty rates are found in the remote municipios in 
the Western Altiplano, in higher-population municipios in Northern Region, and in scattered 
areas along the Honduran and Salvadoran borders. However, parts of the Western Altiplano and 
the East with the highest rates and densities of poor households also have relatively good 
prospects for economic growth. Because asset ownership is skewed in these areas, the poor are 
not able to benefit from the region’s economic potential. An important rural development issue is 
to identify the factors preventing the poor from raising their incomes and taking advantage of 
prospects for poverty-reducing growth in these areas. Some of these factors could be missing 
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assets, others could be poorly functioning institutions, and some could be related to policy 
shortcomings. 

 
Well-defined areas of higher economic potential exist, with good agricultural potential, 
relatively good access to infrastructure, and high population densities 

As with other countries in Central America, growth has been concentrated in areas where 
agro-ecological conditions favor export agricultural production.  Road networks and other 
infrastructure were primarily built to support production in coffee and banana-producing areas of 
Guatemala and Honduras, in coffee and cattle-producing areas of Nicaragua, and in other high 
export-potential areas around the region. In Guatemala, high potential zones are found in the 
South Coast, in scattered areas of the Western Altiplano, near Guatemala City, and along the 
Salvadoran border. The combination of high population densities, relatively good infrastructure, 
and relatively good soil quality found in these areas suggest that they may have greater economic 
potential.  In such areas, analysis is needed to identify the factors inhibiting agricultural growth 
and missing assets. 
 
The high degree of overlap between high poverty rates and high poverty densities in areas 
such as the Western Altiplano means that investments there should reach significant 
proportions of the country’s rural poor  
 

Poverty densities are highest in the Western Altiplano, in the areas around 
Quetzaltenango and Huehuetenango moving west toward the Mexican border.  These areas have 
high proportions of indigenous populations and also very high poverty rates.  Conditions for 
growth often include better agricultural potential, higher population densities, proximity to 
intermediate and final markets, and relatively good access to transportation.  The geographic 
correspondence between high poverty rates and high poverty density in parts of the Western 
Altiplano indicates little or no tradeoff in targeting high poverty areas for poverty-reducing 
interventions. Strategies targeted to such areas should reach many poor people and leakages to 
the noon-poor should be minimal.   

 
Despite good economic potential in parts of the Western Altiplano, measures of well-being are 
lagging far behind potential 
 

The Western Altiplano is an obvious target for poverty-reducing investments, and is 
especially promising because of its relatively high economic potential.  Persistent high rates of 
poverty, however, show that this potential is not being fully realized---and even where it is being 
realized, the poor are not participating.  Despite high population density and road densities, lack 
of feeder roads within these mountainous municipios keeps the poor from participating more 
fully in the market economy and reduces prospects for poverty reduction in the region. 
 
To generate substantial gains in poverty reduction and broad-based growth, complementarities 
between productive, social, and location-specific assets must be addressed 
 

The quantitative and qualitative analyses found that education, infrastructure (especially 
access to roads), social capital, landholding size, and other location-specific assets are the most 
important assets, but other productive assets also play key roles. For example, lack of 
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information about markets and opportunities, and access to public services can represent major 
constraints to broad-based growth. The role of government in providing these assets needs to be 
explored more fully, but all of them contain a public good dimension, suggesting that 
government intervention is needed.  Not all assets are equal in importance; some are effective 
only in combination with other assets. Thus public investment strategies should be coordinated 
across sectors. Asset bases and returns to these bases vary substantially depending on the 
household’s location.  Such variation suggests that a spatially differentiated “territorial” rural 
investment strategy is appropriate.   
 
Access to land is a determinant of well-being in rural Guatemala, but the quality and location 
of land are also important   
 

Although landless households experience higher rates of poverty, increased landholding 
size is not necessarily associated with lower poverty rates.  Livelihood strategies, especially if 
they include rural non-agricultural activities, also matter. The relationship between landholding 
size and economic well-being depends, among other things, on land quality, its proximity to 
markets, and the availability of other complementary assets, especially education and 
infrastructure. Education leads to increased productivity of existing lands, and better-educated 
farmers are able to reap benefits from larger holdings. The amount of land under irrigation is 
statistically significant and positively associated with farm-household well-being.  Farmers using 
modern seed and chemical inputs were also better off, holding all else constant, than those who 
did not use these inputs.  Public steps to provide these inputs are needed and should be combined 
with technical assistance and steps to enhance access to land. 

 
Assets can complement and substitute for one another 
 

There is no unique asset bundle that applies to every household or region. For example, 
road access substitutes for landholding size in remote areas, but distance from services makes 
education even more important. Infrastructure investments are more effective when directed 
toward areas with better land security and access. Households with low education (and lacking 
other assets) do not benefit as much from better roads.  Social capital of communities can 
compensate for lack of location-specific assets. 
 
Strong local level institutions and social capital can compensate for lack of physical assets 

 
           Strong local level institutions are key to managing community affairs such as provision of 
basic services, regulation of natural resources, mediation of conflicts, and coordination of 
community development.  Water committees, school committees, credit associations, and 
churches are commonly found in communities throughout rural Guatemala. In the absence of 
formal institutions in isolated rural areas, these organizations fill a critical role. Much of the 
potential for poverty-reducing growth lies in the dynamism of communities and their local level 
institutions and social assets.   

  
Evidence from the multivariate household analysis and qualitative studies shows that 

social capital can substitute for location disadvantages. Strong communities make greater and 
more intensive use of their natural capital. They increase productivity and facilitate social action 
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in the face of crises. These actions can generate social innovation and lead to greater 
participation and interaction with external agents and more coordinated demands to the 
government. By strengthening their productive, economic, and social organizations, communities 
enhance their other assets. 
 
5.2 Recommendations 
 
Move from geographically untargeted investments in single assets to a more integrated and 
geographically based approach of asset enhancement with proper complementarities 
 

Investments in single assets (e.g. roads, education, agricultural technology) need to be 
complemented by provision of other assets to achieve broad-based poverty reducing growth. If 
complementary investments are not made, the benefits from investments can bypass households 
without complementary assets.  Investments in education, roads, and other infrastructure related 
to access to markets intensify the positive effects of investments in agriculture and other land-
based production strategies, which by themselves have limited impacts on growth and poverty 
reduction. Complementary investments resulting from increased cross-sectoral cooperation is 
necessary to realize highest levels of project impacts. A multisectoral and spatially differentiated 
investment program is required to upgrade and improve access to household assets. The 
appropriate roles of the public and private sectors in providing access to assets needs to be 
carefully considered during formulation of the investment strategy.  At a minimum market 
failures and information asymmetries should be addressed through public actions and barriers to 
asset accumulation should be identified. 
 
If the development objective is to reach the largest number of poor, invest in a variety of social 
and productive household assets in high potential areas with the high rural poverty densities 
 

Policymakers in Guatemala have the opportunity to take advantage of the high 
correspondence between rural poverty rates and poverty densities in parts of the Western 
Altiplano and other areas with relatively good agricultural potential and access to infrastructure.  
Although such interventions can benefit large numbers of poor people, interventions can bypass 
some the poor, especially indigenous peoples, if it is not recognized that missing assets prevent 
them from taking advantage of economic opportunities. Despite high population density and 
proximity to major road networks, lack of feeder roads within parts of the Western Altiplano 
increases transaction costs and makes it difficult for poor households to participate in the market 
economy, reducing prospects for poverty reduction in the region. Small land holding sizes and 
inadequate access to technical assistance and productivity-enhancing technologies also limit 
agricultural growth in many areas.  Asset bases of the poor in this region need to be strengthened 
to ensure that they benefit from growth-related spillovers.    
 
Strategies are needed to confront exclusion of indigenous population and redress their low 
levels of productive assets and returns on assets 
  

Indigenous rural households have lower levels of well-being, are less likely to receive the 
benefits of public investments and are less able to participate in market-based activities. This 
result underscores the strong and longstanding exclusion of the indigenous population from 
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public services and economic opportunities.  Some efforts, such as strengthening property rights 
and providing more transparent rules of access to institutions, will benefit all, but will have a 
particularly strong impact on excluded groups.  Other efforts should be more carefully targeted 
to assist members of excluded groups and strengthen their ability to overcome historical 
structural problems. With peace and a revitalized sense of cultural identity, the former conflict 
areas have potential for the development of ecologically and culturally sensitive tourism. These 
activities could be an important source of jobs and markets. 
 
In areas of higher agricultural potential, access to major infrastructure, and population 
density, agriculture should form an integral part of the rural growth strategy 
 

High reliance of rural households on agricultural and related income means that any 
strategy targeted to these areas will have to build upon the economic base created by agriculture. 
Broad-based agricultural growth is constrained by unequal access to land, degradation of natural 
resources such as water and soil fertility, absence of technologies for productivity enhancements, 
and weak institutions for technical assistance and dissemination of market information.  The 
extent to which agricultural growth will lower rural poverty depends on how these critical 
shortcomings are addressed.  Although past performance of the agricultural sector has been 
erratic, several bright spots exist, including the non-traditional export sector. Forward and 
backward linkages to agricultural production and marketing can be a strong catalyst of broad-
based growth, but agricultural growth itself needs to be broad-based if linkages are to reach their 
potential.  
 
The highly differentiated spatial distribution of economic potential implies a need for 
differentiated rural strategies according to an area’s specific assets, markets and institutions   
 

Heterogeneity of areas and households limits the appropriateness of “cookie-cutter 
approaches” to rural strategies, policies and programs designed to foster broad-based growth.  
Investment strategies should be formulated on a broad regional basis, but options within regions 
should be tailored to local asset bases and other conditions. The need for geographic adaptation 
implies a greater role for local decision-making. Central government should provide guidance for 
investments and national priorities, but seek local input and analysis before deciding on the final 
form of such investments.  Public investment programs should contain a menu of alternatives, 
and the ultimate decision about the optimal alternative will depend on local assets and regional 
conditions: 
   

In the Western Altiplano, the focus should be on land access and productivity 
enhancements, improved market and technical information, and diversification into high value-
added activities.  Market-based land access programs need to consider these complementary 
assets and their role in enhancing land productivity. A critical component of these actions would 
be mainstreaming environmental improvement programs such as forestry and water 
management.  Improving feeder roads rather than constructing primary or secondary ones should 
also be a priority. To reduce the constraints to broader participation in the market economy, 
public interventions should enhance the effectiveness of public services, reduce transactions 
costs associated with low-quality and scarce transport and communication infrastructure, 
increase access to technical assistance, and reduce market-related risk (also associated with poor 
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information). Assistance in these areas should also focus on promoting non-agricultural activities 
such as services, especially those with close linkages to agriculture.  Finance and technical 
assistance for such activities should be considered. 
 

In the isolated areas of the Northern and Peten regions, access to basic education 
should be expanded, as should access to basic services such as water and sanitation, 
transportation, and electricity.  Investments should be focused around market towns and areas 
where population densities are highest; in this region, the tradeoffs between reducing poverty and 
generating rural growth are most pronounced.  The quality of the natural resource base should be 
sustained and programs to enhance economic returns from environmental resources should be 
explored. 

 
In the most highly indigenous areas which include most parts of the Western 

Altiplano and some areas of the isolated Northern region, programs are needed to lower 
barriers to access basic services and economic opportunities.  Investments to promote basic 
literacy and language skills are needed.  Productive investments should be delivered through 
existing community groups and local governments, building on and enhancing local strengths.  
Access to key assets such as land and public services should be promoted through forceful public 
action.  Proactive public efforts are needed to lower barriers created by discrimination.   
 

In the higher potential areas of the Southern Coast, Central, and East regions, 
agriculture should help form the backbone of a broad-based growth effort.  Small- and medium-
scale exporters will benefit from macroeconomic stability, exchange rate stability, and improved 
access to market-related information.  Among traditional large-scale exporters, agricultural 
services such as technical assistance, finance, group organizations, can be self-financed.  Public 
efforts should address problems of small- and medium-scale producers.  These producers can be 
strengthened by supporting formation of producer groups, providing technical and market 
information, and supporting value-added innovations (such as dairy production, elaboration of 
non-traditional exports).  Necessary supporting investments depend on the enterprise in question. 
 
There is need for more strategic convergence in linking investments and impacts of sectoral 
projects backed by the World Bank and other donors in the diverse geographical regions of the 
country  
 

Investments in the environmentally and socially sustainable development sectors in 
themselves have limited growth and poverty reduction impact unless they can build on 
complementary basic assets, especially in education, roads, and other market-related 
infrastructure.  The Bank must improve the complementarity of Bank-supported investments and 
increase cross-sectoral cooperation in order to be more effective in using the existing and 
proposed lending program to leverage more substantial gains in the policy, regulatory, and 
institutional reforms sought in the country.   
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