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GUATEMALA

BACKGROUND: After a multidecade guerrilla war that killed more than 200,000 people ended in 1996, 
macroeconomic and political reforms attracted foreign investment in Guatemala. Political neophyte 
Jimmy Morales began a four-year term as president in 2016, but his administration was plagued by serious 
allegations of corruption. Alejandro Giammattei of the center-right Vamos party was elected to succeed 
him in an August 2019 election that was marked by low turnout and focused on public corruption, inclu-
sive economic growth, and job creation to forestall emigration pressures. More than half of the population 
lives in poverty, and 50 percent of children under five years of age are chronically malnourished. Rampant 
insecurity related to drug trafficking and gang violence continues to impede economic development.

Guatemala’s economic freedom score is 64.0, making its economy 
the 73rd freest in the 2020 Index. Its overall score has increased by 

1.4 points, primarily because of a higher business freedom score. Guate-
mala is ranked 14th among 32 countries in the Americas region, and its 
overall score is above the regional and world averages.

The Guatemalan economy has slowly been climbing the ranks of the 
moderately free for the past decade, and that improvement has been 
matched by healthy GDP growth.

The challenge now is to expand economic freedom more rapidly in order 
to improve the prospects for more substantial and broad-based growth. 
To achieve those goals, the new government will need to liberalize the 
financial system and prioritize reforms in such institutions as the courts, 
the prosecutors, and other law enforcement agencies. Improvements in 
the property registration system are also needed to avoid conflicts over 
land ownership.

POPULATION: 
17.3 million

GDP (PPP): 
$145.6 billion
3.1% growth in 2018
5-year compound 
annual growth 3.5%
$8,436 per capita

UNEMPLOYMENT: 
2.7%

INFLATION (CPI): 
3.8%

FDI INFLOW: 
$1.1 billion

PUBLIC DEBT: 
24.5% of GDP
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Although the government maintains a registry system for 
real property, defects in titles and ownership gaps in the 
public record can lead to conflicting claims of land ownership, 
especially in rural areas. The judiciary is hobbled by corrup-
tion, inefficiency, capacity shortages, and the intimidation 
of judges and prosecutors. Corruption and mismanage-
ment remain widespread, especially in the customs and 
tax agencies.

The top individual income and corporate tax rates are 31 per-
cent. Other taxes include value-added and real estate taxes. 
The overall tax burden equals 12.4 percent of total domestic 
income. Government spending has amounted to 12.1 percent 
of the country’s output (GDP) over the past three years, and 
budget deficits have averaged 1.4 percent of GDP. Public debt 
is equivalent to 24.5 percent of GDP.

The fees and minimum capital requirements for starting a 
business have been lowered, but bureaucratic hurdles and 
confusing regulations can still impede private businesses. 
There is an education mismatch, with secondary and tertiary 
education focused on social science careers at a time when 
technical and managerial workers are in short supply. There 
are few price controls, but poorly targeted subsidies (for 
example, for electricity) continue.

The total value of exports and imports of goods and services 
equals 45.8 percent of GDP. The average applied tariff 
rate is 1.4 percent, and 30 nontariff measures are in force. 
Foreign investors technically receive national treatment, but 
regulatory hurdles can serve as barriers to investment. The 
financial sector is dominated by bank-centered financial 
conglomerates, and the five largest banks account for over 60 
percent of total assets.
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