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Introduction 

Incomes, wages, jobs, and unemployment are among the top concerns of poor communities in 
Guatemala .1  As labor is the main productive asset of the poor, understanding the constraints that the poor 
face in generating income and how such constraints may exclude them from participating in the overall 
economic system is a necessary input for devising a poverty reduction strategy.  In addition, given that 
these constraints are directly connected to market failures such as a lack of access to credit and insurance 
and a lack of opportunities, it is important to evaluate how these failures relate to the vulnerability and 
exclusion of people or specific groups.  Finally, since poverty in Guatemala is highly concentrated in rural 
areas, an in-depth analysis of issues related to agriculture, land, and rural livelihoods is vital for designing 
policies. 

This study assesses how these issues affect the welfare of the poor and vulnerable groups in Guatemala in 
order to provide useful information to guide policymakers.  While this work draws mainly from 
microeconomic data, macroeconomic trends and policies are also discussed to provide a more 
comprehensive examination of the context of poverty in Guatemala. The main source of data used for this 
work is the ENCOVI 2000 household survey, but to complement this household-level data, information 
was used from a qualitative survey (QPES) and from the 1994 Guatemalan Census as well as 
macroeconomic indicators collected from various sources. 

Even though the scope of this study is large, an effort is made to link different aspects of labor markets, 
livelihoods, and rural incomes to present a comprehensive description of poverty in Guatemala.  Given 
the large agenda, the main objective of this paper is not to provide an exhaustive and complete analysis of 
each issue, but instead to identify how these issues relate to poverty and to outline a feasible framework 
within which policies and priorities can be set. 

The paper is divided into four parts. The first part presents an overview of incomes, poverty, and income 
distribution in Guatemala.  In Part II, the paper examines a number of issues pertaining to labor markets 
and livelihoods, followed by an examination of income opportunities in the rural areas in Part III.  Part IV 
concludes and offers some guidance for constructing a policy agenda. 

                                                                 
1 See Chapter 2 of the Guatemala Poverty Assessment Report, 2000. 
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I: Incomes, Poverty, and Inequality 

Guatemala: Regional Context and Poverty Characteristics 

Despite relative economic stability in recent years, Guatemala still lags behind other Central American 
countries in its development.  The peace accord signed in 1996 ended a 36-year civil war. Since then, 
Guatemala has attempted to become a more inclusive nation, recognizing that the key to lasting peace is 
to reduce the inequalities, poverty, and exclusion that sparked the conflict. In 2000, Guatemala enjoyed 
single digits of inflation (6 percent), real GDP growth of 3 percent (higher than most of its neighbors), 
and the highest GDP in the region (see Table 1).  Yet, it also has one of the lowest levels of GDP per 
capita in the region, ranks among the most unequal societies in the world, and has weak health and 
education indicators. 

Agriculture and the rural sector are key aspects of both the economy and of the Guatemalan lifestyle. 
During 2000, agricultural economic activity accounted for almost a quarter of GDP and occupied more 
than one-third of the Guatemalan active labor force (Tables 1 and 15). In addition, 62 percent of the 
population – of which three-quarters are poor – reside in rural areas. As this paper will demonstrate, a 
lack of opportunities, discrimination, and a high degree of exclusion is undermining the ability of 
marginal groups such as small-scale farmers or the landless to use markets and to integrate themselves 
into the economy. 

In fact, poverty in Guatemala is highly correlated with rural areas, the indigenous, and non-Spanish 
speakers.  As Table 2 confirms, irrespective of which indicator is used, both extreme and general poverty 
is significantly higher in rural areas than in urban areas.2 Furthermore, most of the extremely poor are 
indigenous. For example, while the headcount ratio for extreme poverty is 8 percent among the non-
indigenous, more than a quarter of the indigenous population is classified as extremely poor. Among the 
indigenous, extreme poverty is most severe in such groups as the Q’eqchi and the Mam. Finally, the 
inability to speak Spanish is correlated with high levels of poverty. More than 90 percent of households 
whose head does not speak Spanish are classified as poor, half of them extreme poor (Table 2). This 
compares with 75 percent for households with bilingual household heads and 42 percent for those with a 
monolingual Spanish household head.  Similarly, in terms of individuals’ language abilities, the ENCOVI 
indicates that one-third of all members of extreme poor households do not speak Spanish (Table 3).  In 
contrast, among the non-poor, of whom only 2 percent are monolingual indigenous, the ability to speak 
Spanish appears to be an important asset. 

Incomes and Income Distribution 

The incomes of the poor are disproportionately lower than those of the non-poor. The average annual per 
capita income for a non-poor person in 2000 was Q9,682,3 more than four times the average of Q2,347 
for a poor individual (Table 4). Similar disparities also exist when the population is disaggregated by 
geographic and ethnic classifications such as between the urban and rural areas or indigenous and non-
indigenous groups. In terms of geographic regions, incomes per capita are the highest in Guatemala City, 
while incomes are the lowest in the North (Norte) and Northwest (Noroccidente) regions. 

Income inequality is high both overall and within specific groups. Almost half of income wealth is 
concentrated in the Metropolitan region whose population only represents 22 percent of the national 
population (Table 5). The Gini coefficient for the Metropolitan region is 54 percent, compared with 57 

                                                                 
2 All comparisons between groups presented in this paper are statistically significant at the 90 percent level or more. 
3 The average exchange rate for 2000 was $1 to Q7.7. 
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percent for the whole country and 47 percent for rural areas. The non-poor population, represented by the 
two highest income quintiles, controls 80 percent of total income in Guatemala. At the other end of the 
spectrum, marginal groups such as the monolingual or bilingual indigenous households that represent 40 
percent of the total population collectively own only 20 percent of the income wealth but have lower 
within-group inequality indicators (Gini) than monolingual Spanish households. 

Within-group inequality, however, is significantly lower among poorer and marginal groups. For 
example, the Gini coefficient for the indigenous is 46 percent compared to 56 percent for the non-
indigenous (Table 5).  This may indicate that, as income-generating opportunities for disadvantaged 
groups are usually scarce (affecting all households unconditionally), there is unlikely to be much 
difference in income levels among them.   At the same time, however, the wide income inequality 
observed within some regions and groups also suggests that, even when opportunities do exist, not 
everyone can take advantage of them. This means that marginal groups are excluded in two ways: (i) they 
are excluded from opportunities altogether; and (ii) they are selectively excluded due to market failures 
such as discrimination in areas where the population is heterogeneous.  This distinction is important as it 
points out not only the diversity of the population but also the need for differentiated policies to address 
the needs of specific groups. 

The heterogeneity of the Guatemalan popula tion is also evident in differences in the sources of people’s 
income.  As Table 6 shows, labor income constitutes almost three-quarters of total income per capita for 
people in the higher income quintiles compared with less than half for people in the lowest quintiles 
(implying that the poor are more dependent than the non-poor on external help, especially public 
transfers).4  Also, while non-agricultural labor income is the most important source of income for the 
higher quintiles, the reverse is true for poorer individuals for whom agriculture is the main source of their 
total income. This pattern is also true for self-employment income and income derived from employment 
in the formal and informal sectors. 

Among private transfers, remittances are an important source of non-labor income for households in all 
income quintile.  Remittances, which represent a crucial way for Guatemalan households to diversify their 
income, account for about 5 percent of per capita income for households irrespective of income quintile 
(Table 6). In fact, as this paper will show later, remittances constitute up to 40 percent of per capita 
income for the households that receive them.  One of the issues addressed below is the effect of a sharp 
decrease in remittances on income and poverty due to recent events such as the US and global economic 
slowdown along with the adverse shocks in the coffee industry. Finally, other types of private transfers do 
exist but are marginally important for incomes (constituting only 1 percent of total income). 

While public transfers represent a high share of total income for the poor, they are regressive in absolute 
terms.  Public transfers represent 16 percent of total income for the lowest quintile while they are almost 
insignificant for the highest quintile (Table 6). However, based on the absolute level of income for each 
quintile, the average person receives Q100, Q144, Q208, Q153, and Q173 (from the lowest to the highest 
quintile respectively). This reveals a worrying government spending pattern in  which the poorest receive 
the least public assistance. At best, these findings suggest that public transfers target the moderately poor; 
at worst, they suggest that public transfer programs are regressive and exclude or miss the poorest 
altogether. 

                                                                 
4  Interestingly, using consumption quintiles and poverty classifications (derived using consumption levels) as in Tables 7 and 8 
indicate a reversal of these patterns. 
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II: Labor Markets 

Labor income is a vital component to ensure any household’s well being.  As shown above, there is a 
great deal of heterogeneity among Guatemalan households in terms of both the level and the sources of 
their labor incomes. This suggests that, in order to increase the incomes of the poor, policymakers need to 
understand how labor markets function and how different labor market mechanisms do or do not enable 
specific groups to take advantage of opportunities and income-generating activities.   With this in mind, 
this section addresses a number of issues related to labor markets and marginal groups in Guatemala. 

The Structure of Labor Force Participation 

The overall participation rate in the Guatemalan labor market is 66 percent (Table 9).5,6  However, 
participation in the labor force is significantly higher for men (89 percent) than for women (44 percent). 
Women’s participation is the lowest in rural areas, among monolingual indigenous women, and among 
younger females. While poor or extremely poor men have higher participation rates than non-poor men, 
the opposite is true for women. One explanation for this pattern may be that the lack of opportunities and 
exclusion (for example, discrimination) are greater for women in marginal groups like the poor than for 
other women. It may also be that poorer women have other time constraints such as childcare and house 
chores that are not classified in survey data as employment per se.  Therefore, understanding the 
determinants of labor force participation is an important first step in exploring possible mechanisms for or 
barriers to entering the labor market and for identifying behavioral patterns related to the poor.  Table 10 
presents the probit estimates of labor force participation models for men and women. 

Box 1: Labor Force Definitions Using ENCOVI 2000 Data 

Employed Unemployed In Labor Force 
A person is employed if he/she:  
a) Worked in reference period 

(previous week) (p10a01=1 
or p10a02=1) 

b) Did not work in the previous 
week but has a job 
(p10a03=1) 

A person is unemployed if he/she: 
a) Did not work in the previous week 

and was actively looking for a job 
(p10a04=1) 

b) Did not work in the previous  week 
but was waiting for a response about 
a new job (p10a09=1) 

A person is in the labor force if he/she: 
a) Is employed (see first column); or 
b) Is unemployed (see second column)  

Note: This analysis uses only the population aged 15 and older. The ENCOVI 2000 did collect labor information for children aged 5-14, but 
these are analyzed separately as “child labor.” 
Numbers in parentheses refer to variable/question codes from the questionnaire. 
Source: World Bank calculations using ENCOVI 2000, Instituto Nacional de Estadística – Guatemala. 

Education is more important for women than men in determining their labor force participation.7 
Education seems to have a fairly small impact on men’s participation in the labor force (Table  10); 
indeed, there is little variance in male labor force participation by education level (as shown in Table  9). 
The estimation suggests that primary and higher education does not affect men’s decisions to participate 
in the labor force (as compared with having no education).  For women, however, education does have an 
impact on their labor force participation.  In fact, the marginal impact of education on women’s labor 
force participation significantly increases with their education levels (Table  10).  This suggests that 
education is a very key component for women in entering the labor market.  As their level of education 
increases, the opportunity costs for other responsibilities (such as childcare) are outweighed by their 
potential to generate income.  

                                                                 
5 See Box 1 for definitions. 
6 Unless otherwise stated, this analysis is for people aged 15 and older. 
7 Alternative specifications for education such as years of education yielded similar results. 
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Adults are more likely to participate in the labor force than younger adults.  Controlling for other 
variables, the probability of joining the labor force increases with age for both men and women, but the 
marginal effects are stronger for those in the middle of the age spectrum  (Table  10).  This concave age 
profile for labor force participation is consistent with similar results in other countries where younger and 
older individuals have lower participation rates than their prime-aged counterparts (Table  9). 

Language ability and ethnicity do not seem to be a deterrent for labor market participation.  Language 
ability – notably the ability to speak Spanish – is usually thought to increase employment opportunities 
for individuals and can thus influence their decisions regarding their labor force participation.  However, 
in the case of Guatemala, language ability does not seem to be a significant correlate to labor force 
participation  (Table  10).  Only bilingual women have a higher probability of being in the labor force than 
monolingual Spanish women.  In addition, indigenous men are more likely than non-indigenous men to 
be in the labor force.  As indigenous and bilingual individuals are significantly poorer than non-
indigenous and monolingual Spanish individuals, these findings may be capturing wealth differentials and 
the fact that poorer people have a greater economic need to work.  

Household composition has a mixed effect on men and women’s participation.  While for men, having 
young children increase the probability of joining the labor force, for women the opposite is the case 
(Table 10).  Having a higher number of young children implies a greater demand both for income and for 
child-care.  The effect of this on men is to cause them to seek work to generate income for the family, 
whereas it requires women to increase the time that they devote to childcare, thus increasing their  
negative probability of joining the labor force. 

Poor men participate more than non-poor men in the labor force.  Using household consumption to proxy 
for poverty status, a strong negative relation with labor force participation for men is found (Table  10).  
This result exemplifies the importance of and need for income-generating activities to counter poverty 
and vulnerability.  Poor individuals need to work for their survival and are, therefore, more likely to 
participate in the labor market. 

Labor market participation is more likely in rural areas for men but in urban areas for women.  Given that 
poverty induces people to seek work, the probability of men pursuing employment opportunities is higher 
in rural areas (Table 10).  While it may be relatively easier for men in rural areas to find employment such 
as day labor in agriculture or in unskilled jobs, women have fewer opportunities in these areas, as 
suggested by the regression results.  This may also be explained by the fact that, as shown below, women 
in rural areas are less constrained than men in their work hours, which implies that other demands on their 
time may have a higher priority (Table 14). Only for better-educated women does it make sense for them 
to consider working outside the home as the opportunity costs are higher. 

Unemployment and Underemployment 

Open unemployment in Guatemala is insignificant.8 While open unemployment rates reached a peak in 
1998 at 5.9 percent, the latest estimates put unemployment rates at 1.8 percent (Table 11). Unemployment 
rates are higher for the non-poor than the poor, in urban areas than in rural areas, and among the non-
indigenous compared to the indigenous. In terms of gender, urban non-poor women have higher 
unemployment rates than men, while among the poor, men are more likely to be unemployed than 
women.  In general, the poor cannot afford to be unemployed, and their low reservation wages mean that 
they may choose to work in unattractive jobs rather than be unemployed. In addition, and as discussed 
further below, many of the legislative distortions (such as minimum wages) are likely to have a bigger 
effect in the urban labor market than in the rural and indigenous areas. 

                                                                 
8 See Box 1 for definitions. 
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Paradoxically, people in Guatemala perceive unemployment as the most important impediment to higher 
incomes and poverty reduction. Information gathered in the ENCOVI survey on people’s perceptions of 
well being and poverty reveals that the main constraints that people face in fighting poverty and 
protecting themselves against shocks are a lack of employment and high unemployment rates.9 Even 
though it is difficult to disentangle the two issues, a lack of opportunities does not necessarily imply a 
lack of employment. In fact, as shown below, many people resort to informal markets and self-
employment as an alternative to unemployment. 

However, underemployment is a widespread phenomenon.  Even with low open unemployment rates, the 
data shows that one-third of employed people work less than 40 hours a week (Table 13).  There is also a 
strong correlation between poverty status and the number of hours worked; more than 40 percent of the 
extremely poor work less than 40 hours a week compared with 31 percent of the non-poor.  There are also 
two important trends in terms of gender and underemployment.  First, women are much more likely to 
work a low number of hours per week than men.  Second, there are more poor men working less than 40 
hours a week than non-poor men.  Both of these findings may corroborate the story that a lack of 
opportunities for specific groups (such as women or the poor) prevents them from being fully integrated 
into the labor market.  However, at least for women, part-time employment may also be a matter of 
choice in that they have other demands on their time such as childcare and the collection of wood.10  
Unscrambling the two hypotheses is vital in understanding whether labor markets are imperfect and in 
what way. 

Upon closer examination, underemployment seems to be more important among the non-poor, male, non-
indigenous population in urban areas. The ENCOVI survey included a question to individuals who 
worked about whether they would like to work more.  As Table 14 shows, 19 percent of the employed 
population would like to work more, which is much higher than the open unemployment rate but also 
much lower than the 30 percent of people that work fewer than 40 hours per week.  Even more surprising 
is the fact that the people who are most likely to be constrained from working more hours are the non-
poor in urban areas who are non-indigenous.  One explanation is that a lack of opportunities (in the sense 
of not being able to work as much as a person would like) is more important for those who are already 
integrated into labor markets than those who are not. 

For most women, working less seems to be more of a choice than a constraint.  Only 17 percent of 
employed women would like to work more than their current number of hours if possible compared with 
50 percent of those who work less than 40 hours per week (Table 14).  This suggests that women may 
have a higher number of other demands on their time than men.  In trying to explain women’s low 
participation rates in the labor force, it is necessary to explore the type of activities that women engage in 
outside work before drawing any conclusions about the need to or the importance of integrating women in 
labor markets.  The next section addresses this question in more detail. 

                                                                 
9 Also see Chapter 2 of the Guatemala Poverty Assessment  Report, 2000. 
10 Which can also be thought of as unpaid work 
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Box 2:Discouraged Workers  

Discouraged workers are people who would like to work but have stopped searching for a job because they believe 
that they cannot find one.  While these people are not counted in the labor force, it is useful to know the 
characteristics of this group. The ENCOVI 2000 data show that there are about 86,000 discouraged workers in 
Guatemala. Most of them, almost 70 percent, live in rural areas and are indigenous (60 percent).  Interestingly, 
more than two-thirds are monolingual in Spanish.  The data also reveal that they are more likely to be poor than 
non-poor (66 percent). Finally almost all have no education or only primary-level education (89 percent). 
Note: Only using the population aged 15 or over and data on the first job worked. 

Occupational Composition 

Agriculture occupies more than one-third of the Guatemalan work force, most of them poor.  About one 
and a half million people, one million of them poor, work in the agricultural sector (Table 15).  In fact, 55 
percent of the poor and more than 70 percent of the extremely poor work in agriculture, which points to 
the link between poverty reduction and the agricultural sector.  In terms of other sectors, 20 percent of the 
working population is employed in commerce and another 15 percent each in manufacturing and 
community services. 

The sectoral profile of employment varies substantially by poverty group and gender.  Commerce and 
community services collectively employ one-half of the non-poor population.  By sharp contrast, 
agriculture employs a significant share of poor workers (55 percent), particularly poor males (Table 15). 
Most women (80 percent) work in commerce, manufacturing, and community services.  In contrast, half 
of all men work in agriculture, and the rest are spread evenly across sectors including community 
services, construction, commerce, and manufacturing.  Finally, while women in poor households are more 
likely than women in non-poor households to work in agriculture, the agriculture sector employs about 
seven times more men than women (in absolute terms).  As this paper postulates below, part of this 
heterogeneity in occupational choice can be attributed to the extent that households are able to diversify 
their income-generating strategies and to take advantage of opportunities and infrastructure. 

Very few public sector workers are poor.  Public sectors throughout Latin America have been shrinking.  
On average, in 1997 the public sector employed 13 percent of the Latin America workforce, down from 
15 percent in 1990. 11  Guatemala’s public sector, one of the smallest by any standards, employs 212,000 
people (about 5 percent of all employed people).12  This compares with 10 percent in Honduras and 17 
percent in Costa Rica.  Only 12,000 of these workers are classified as poor (Table 16).  Low levels of 
public sector participation by the poor may be a consequence of huge human capital differences between 
the two populations (an issue explored below).  No matter what the reason may be, the exclusion of the 
poor from the public sector is a crucial problem that requires special attention. 

Self-employment is the most common type of employment irrespective of poverty status.  More than one-
third of the work force is self-employed (Table 16), while another third have white-collar jobs in private 
enterprises.  However, while self-employment is important to the poor and non-poor alike, the non-poor 
are twice as likely to have white-collar jobs than the poor.  In contrast, the poor are more likely to work as 
blue-collar day laborers or as unpaid workers. Finally, more women are self-employed than men, who are 
more likely than women to be employed as white-collar workers. 

                                                                 
11  See laborsta.ilo.org 
12 Government spending in 2000 was 13 percent of GDP. 
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The Informal Sector 

The dominance of the informal sector in Guatemala is striking.  In the last decade, there has been a rapid 
increase in the informal sector throughout the world. 13  In Latin America, the informal sector has 
increased from 50 percent of the employed to almost 60 percent.14 According to the ENCOVI data, the 
informal sector in Guatemala occupies more than 65 percent of the workforce (Table 17).15 The rates are 
even higher among the poor, with almost 80 percent of the extremely poor working in the informal sector. 
The informal sector is most prevalent in self-employment, blue-collar occupations, agriculture, 
manufacturing, and commerce. Informality is also widespread in both rural (75 percent) and urban areas 
(55 percent).  Finally, people with higher levels of education are least likely to be in the informal sector, 
while indigenous groups have a higher probability of working in the informal sector, which again raises 
the issue of whether they are in the informal sector because they are excluded from the formal sector.  

Box 3: Defining Informal versus Formal Sector Employment 

The following classifications of the ENCOVI 2000 data indicate whether the firm in which the individual works is 
in the informal or the formal sector. 
A person is classified as working in the formal sector if he/she is employed in any of the following situations: 
a) Employee of the government (p10b14=1) 
b) Employee in a private enterprise that has six or more workers (p10b14=2 and p10b12>2) 
c) Day laborer in a private enterprise that has six or more workers (p10b14=3 and p10b12>2) 
d) Owner of a private enterprise that has six or more workers (p10b14=5 or 6 and p10b12>2) 
e) Unpaid worker in a private enterprise that has six or more workers (p10b14=7 or 8 and p10b12>2) 
A person is classified as working in the informal sector if he/she is employed in any of the following situations: 
a) Employee of a private enterprise that has one to five employees (p10b14=2 and p10b12<3) 
b) Domestic employee (p10b14=4) 
c) Day laborer in a private enterprise that has one to five emp loyees (p10b14=3 and p10b12<3) 
d) Self-employed or owner of a private enterprise that has one to five employees (p10b14=5 or 6 and p10b12<3) 
e) Unpaid worker in a private enterprise that has one to five employees (p10b14=7 or 8 and p10b12<3) 
Figures in parentheses refer to variable codes in Chapter X, Section B of the questionnaire. 
Only using the population aged 15 and over and data on the first job worked. 

Women are more likely than men to work in the informal sector.   As women may have other opportunity 
costs for their time, the informal sector may be a desirable employment choice for them because it has 
fewer of the rigidities that characterize the formal sector.  In the commerce sector, for example, more than 
80 percent of the women are in the informal sector (Table 17).  These women may prefer to produce 
handicraft and textiles while looking after their children at home and then go to the market to sell their 
products than to have a formal job that would require them to be physically away from home for most of 
the day.  The informal sector also seems to be an important entry point for women into the labor market. 

Self-employment is not only the most common employment type but it is almost completely submerged 
into the informal sector. Only 5 percent of the self-employed are classified as being employed in the 
formal sector  (Table 17).  The self-employed are usually characterized as small-scale farmers in rural 
areas and as one-person ventures in urban areas that sell food and crafts and low-end consumer products.  
These individuals are not likely to be reached by most labor market policies as both the informality of 
their job and the nature of self-employment itself (being your own boss) make them unlikely recipients 
for any benefits and services that may be provided by the government. 

                                                                 
13 Lora and Márquez (1998). 
14 See laborsta.ilo.org 
15 Based on definitions of firm size and occupation type (see Box 3). 
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The problem with a huge informal sector is not its existence in itself but what it implies for those 
associated with it and for their relationship with the rest of the economy and the government.16 For 
example, it is difficult for the government to collect taxes from informal sector workers, and its labor 
markets policies cannot affect people in the informal sector as enforcement is weak.  At the same time, 
the strong positive relationship between the informal sector and poverty means that there is a need to find 
out more about their causal relation. 

Education provides useful insights on this.  First, as Table 17 shows, education is clearly negatively 
related with employment in the informal sector.  Second, and more importantly, education itself expands 
the opportunities available to people. Thus, while some individuals make an active decision to work in the 
informal sector, many others have no other choice because, due to their level of education, other 
employment opportunities may not be.  This suggests that education is indeed a key ingredient for social 
policy and for reducing poverty. 

Further analysis of the probability of being employed in the informal sector supports these findings.  
Table 18 presents the results of a probability model for the likelihood being employed in the informal 
sector (correcting for selectivity).17  Education decreases the likelihood of being employed in the informal 
sector at all levels.  In addition, job training increases the probability of working in the formal sector for 
both men and women.  Interestingly enough, experience18 increases the chances that a man will work in 
the informal sector. 

Job Training and Informality 

Both private and public job-training programs are one possible way to increase participants’ chances of 
getting a job in the formal sector.  Training also tends to increase labor productivity. As the empirical 
results show, after controlling for other characteristics, attending training programs decreases a person’s 
probability of working in the informal sector (Table 18).  In order to find out if there is a difference in 
these probabilities between training programs sponsored by the private sector and those sponsored by the 
public sector, Figures 1 and 2 map the probability of working in the informal sector based on wealth 
levels, distinguishing between private and public training.  While for women there is no significant 
difference, men who have taken a public program are more likely overall to work in the formal sector 
than men who took a private training program.  While no causal inferences can be made, these findings 
could be interpreted as suggesting that public training programs provide more opportunities for men to be 
employed in the formal sector. 

                                                                 
16 Maloney (1999). 
17 An individual will first decide to participate in the labor force and then decide in which sector to work. Some men and women 
are more likely to participate in the labor force than others depending on their human capital endowments, their regional 
attributes, or their household characteristics.  Thus, individuals will self-select into the labor force.  Without taking this into 
account, the regressions on sector employment choice will be biased.  The selectivity variable corrects for this selection bias 
problem.  
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Figure 1: Public vs. Private Training Programs on the Probability of  
Working in the Informal Sector - Men 
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Figure 2: Public vs. Private Training Programs on the Probability of  
Working in the Informal Sector - Women 
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Understanding Informality 

The large informal sector in the labor market raises an important question: is it a signal of labor market 
rigidities, a lack of opportunities, government policies or the result of individual choice?  Given that the 
informal sector is a key element of Guatemala’s economy, it is important to understand who is involved in 
it but also what may affect or constrain people’s decisions about their sector of employment.  Much of the 
debate on this issue has focused on explaining which of following two competing views hold. The first 
view is that the growth of the informal sector is due to the fact that the formal sector pays higher than 
minimum wages, which forces people to work in the informal sector at lower wages while searching for 
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jobs in the formal (higher-paying) sector. The second view is that the informal sector is a result of a desire 
on the part of workers for flexibility and independence but also for minimizing and evading the costs 
related to the formal sector.19 Other reasons that have been given for the existence of a large informal 
sector include tax avoidance or a lack of employment opportunities in the formal sector.  The implications 
for policy depend on which view is seen as most valid. The ENCOVI 2000 survey data, having been 
gathered for only one period of time, does not permit for testing these hypotheses.  Nonetheless, future 
analysis on this issue is important. Certainly, labor market regulations do not seem to be the explanation 
for the high degree of informality in the economy.  As shown below, minimum wage legislation does not 
appear to be binding (Table 27), while job benefits mandated by law are barely enforced (Table 30). In 
addition, contractual agreements are very limited, implying that these regulations do not deter people 
from working in the formal sector.  Finally, the fact that the supply of labor is not binding (based on the 
observation from Table 14 that few people would like to work additional hours) suggests that a lack of 
opportunities in general may be a more serious problem for employment than rigidities in the formal 
sector.20 

The informal sector in urban areas is very diversified. It is a complex collection of people ranging from 
small-scale farmers and laborers to thriving entrepreneurs.  However, while market rigidit ies may not be 
sufficient to explain the magnitude of the informal sector, there is a significant difference in the 
composition of the sector between urban and rural areas. As Figure 3 shows, the informal sector in urban 
areas is highly diversified in terms of the types of occupations with which people are involved, although 
there is a clear pattern of employment in commerce, community jobs (such as teaching), and 
manufacturing being associated with higher incomes.  In addition, the occupational profile in urban areas 
is very diversified even for poor households.  This heterogeneity in the informal sector could be evidence 
that some people choose to enter the informal sector and that they may be willing to pay a premium for 
flexibility and convenience. If this is indeed the case, then the high wage differentials between the formal 
and informal sectors would be capturing this premium. 

Figure 3: Employment Diversity in the Urban Informal Sector (% of Individuals) a  
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19 See Maloney (1999) for an implementation of this test in the case of the Mexican urban labor market. 
20 Nevertheless, this argument does not altogether refute the hypothesis that labor market policies may be the initial cause of the 
large informal sector. 
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In contrast, in rural areas it may be a lack of opportunities that explains the large size of the informal 
sector.  Agriculture is the dominant occupation for people employed in the informal sector in rural areas 
(Figure 4).  Commerce is the only other sector with significant rural employment but only among the non-
poor.  This dependence on agricultural jobs by the rural poor implies that job opportunities in rural areas 
outside agriculture may not only be scarce but also that the rural poor cannot access them as easily as the 
non-poor can.  Nevertheless, the contrast between the structure of the informal sector in rural areas and its 
structure in urban areas suggests that different policies are needed to address the issue of informality and 
employment opportunities. 

Figure 4: Employment Diversity in the Rural Informal sector (% of Individuals)  a  
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Opportunities and Location 

The household labor allocation across sectors and occupations suggests that the poor are opportunity-
constrained.  Tables 19 and 20 present how households allocate employment among their members.  For 
example, 40 percent of the working members of an average Guatemalan household are self-employed, 35 
percent work in white-collar occupations, 16 percent in blue-collar occupations, 5 percent in the public 
sector, and 4 percent as domestic employees.  In terms of poverty, a clear pattern emerges; the poorer the 
household, the less likely it is that its members will be employed in higher-income occupations such as 
white-collar occupations or the public, community, or financial services sectors.  In fact, poor households 
divide their labor between self-employment, blue-collar work, and agriculture, which are all low-income 
occupations.  Similar trends are found using ethnicity and language classifications to distinguish among 
indigenous people who speak Spanish, those who are bilingual, and those who only speak their ethnic 
language.  Based on the above discussion, it is important to understand how much of this pattern is 
explained by preferences, by human capital differences, or by the fact that poor households cannot find 
employment in high-income jobs. 

Geographic location is correlated with poverty and employment opportunities.  Proximity to a big city 
may have a number of advantages for a household, including access to employment opportunities but also 
to services and infrastructure that are not available in smaller communities.  Using the 1994 census to 
construct municipality populations, Tables 21 through 23 suggest that location is central for employment 
opportunities. First, among households that are located in small municipalities, 75 percent live in rural 
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areas as opposed to 40 percent among those living in larger municipalities.  Second, poverty rates are 
significantly higher among households in smaller municipalities.  Third, the share of non-farm income is 
higher for those households located in larger municipalities than those in small municipalities, which 
implies that non-farm employment opportunities (that yields on average higher incomes than farm 
employment) are more likely to be available in these larger municipalities.   In fact, in rural areas, the 
share of non-farm self-employed income for households in larger municipalities is almost twice that of 
households in smaller municipalities.  Therefore, if municipality size is a proxy for opportunities and 
infrastructure, these patterns imply that ensuring that households have access to markets and are 
integrated into the rest of the economy is crucial for reducing poverty.  

Labor Earnings - General Trend 

Trends in wages among different sectors seem to be diverging. Figure 5 shows the evolution of monthly 
wages by industry over the last decade.  In the early 1990s, monthly wage growth was relatively equal 
among the different industries, but since the mid-1900s wages in agriculture have been increasing more 
slowly than in other sectors.  The Peace Accords seem to have had no clear effect on monthly wages.  The 
only two sharp changes in monthly wages occurred in 1997 in the basic services and transport sectors and 
may be linked to the privatization of electricity and telecommunications industries that occurred that year. 

Figure 5: The Evolution of Monthly Wages by Sector 
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The lowest wage levels are earned by those working in agricultural occupations, in rural areas, and in the 
informal sector, and by those from marginal groups such as the poor and indigenous.  The average hourly 
wage is Q7.3 (Table 24).21 However, wages are more than twice as high in urban areas than in rural areas 
and the same is the case for the wages of non-indigenous people compared to those of indigenous people.  
In addition, the average wage of Q3.3 in agriculture is almost five times smaller than the average Q15.8 
wage in financial services.  The average hourly wage in the informal sector is less than half of the average 
wage for in formal jobs in the private sector.  Wages decrease dramatically for poorer individuals and 
increase as education levels increase.  Similar patterns are also observed among the self-employed (Table 
25). 

                                                                 
21 See Box 4 for a definition of hourly wages. 
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Men in lower-skilled occupations earn more than women do, while there is more wage equality between 
the sexes in higher skilled jobs.  Discrimination in the labor market is often reflected not only in hiring 
practices but also in the earnings differential between different groups such as men and women.  In 
Guatemala, men’s wages are up to 50 percent higher than women’s wages in jobs in sectors like 
manufacturing and commerce (Table 24).  Yet this wage differential is smaller and even negligible in the 
public sector or white-collar occupations, where typically educational attainments of all workers are 
higher.  Yet, as the analysis will show, wage differentials cannot be fully explained by educational 
attainments alone, implying that there is a high degree of discrimination in the labor market. 

Hourly Earnings, Returns to Human Capital, and Wage Discrimination 

Estimating hourly earnings functions is often a challenging task due to the wide variety of earnings that 
must be taken into account, such as basic salaries, tips, and “13th month” salary bonuses.  Box 4 explains 
all of the forms of earnings used in this analysis and converts all earnings into hourly wages. The level of 
hourly earnings can be explained as a function of individual, household, and job characteristics.  
Individual characteristics capture differences in human capital and labor productivity, while job 
characteristics account for differences in hours worked and in wage setting mechanisms.22 In addition, as 
some people are more likely to participate in the labor force than others due to their human capital 
endowments, their regional attributes, or their household characteristics, correcting for self-selection in 
the labor force is important for estimating unbiased parameters.   The hourly earnings regressions 
presented in Table 26 are thus corrected for selectivity. 

Box 4: Defining Hourly Labor Earnings 

Total Labor Earnings. This analysis includes all types of labor earnings, whether cash or in-kind.  It includes: 
gross wages/salaries; the value of the “13th-month” bonus; the value of any tips received; the value of any in-kind 
benefits (such as food, housing, clothing, or transport) received from employment; and independent earnings  a. 
Hourly Labor Earnings as Unit of Analysis.  It is preferable to analyze these data on an hourly basis to take into 
account differences in the amount of time worked (days per month, hours per day, etc.).  Information from 
Chapter X, Section B (questions p10b04 through p10b08) was used to construct the variable of total annual hours 
worked. Using this and the income from the first job, hourly wages are constructed. b 
Only using population aged 15 or older and data on the first job worked. 
a Also see Annex 2 of the Guatemala Poverty Assessment for the complete methodological approach for constructing the income components. 
b Independent earnings are not included in the analysis of discrimination (Oaxaca-Blinder decomposition), since no one would discriminate 
against himself/ herself, or in the comparison of actual labor earnings to minimum wages (inappropriate comparison). 

While returns to primary education are low, returns to secondary and higher education are high, especially 
for women.  The earnings functions estimated suggest that returns to education increase in a non-linear 
fashion.  For example, a man who has completed primary education is expected to receive 11 percent 
more than a man with no education (which translates into an hourly earnings increase of about 2 percent 
per year of primary education). However, a man with secondary education receives 27 percent more than 
a man with no education or 6 percent more per year of secondary schooling. 23  These results are similar 
for the male and the female regressions.  The returns to education, however, are higher for women, which 
emphasizes the importance of educational attainment for women.  Finally, the low returns to primary 
education suggest that the quality of schooling is inadequate or a lack of opportunities for low-skilled 
workers. 

Not being able to speak Spanish is correlated with lower earnings.  As the regression results indicate, men 
and women who speak Spanish earn more than 30 percent more than those who do not.  This is also true 

                                                                 
22 Also see Psacharopoulos (1994). 
23 Regressions using the years of education were also estimated.  The overall returns to education are 3 percent per schooling year 
for males and 6 percent for females.  These coefficients can be interpreted as the private rate of return to schooling, based on 
Mincer’s earnings function. 
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for bilingual speakers, which demonstrates the importance language ability in the labor market.  Yet, as 
shown below, neither educational attainments nor language ability are enough to explain earnings gaps 
between indigenous and non-indigenous people, which once again implies the existence of labor market 
discrimination. 

Women and the indigenous appear to face wage-discrimination.  Using the Oaxaca-Blinder income 
decomposition technique, the earnings gap between two groups (for example, men and women) can be 
decomposed into one component that is largely attributable to human capital endowments (like education 
and experience) and one unexplained component that reflects wage discrimination. 24  The results can be 
summarized as follows (see Figures 6 and 7): 

• Wage Discrimination against Women.   The average wage gap between men and women is 1.3 
percent (Table 24).  At first glance, this small wage differential suggests that wage discrimination 
may not be an issue.  Using the Oaxaca-Blinder decomposition and controlling for differences in 
human capital endowments, about half of this gap can be attributed to wage discrimination 
(Figure 6).  For example, while human endowments for women in the formal sector would 
explain 45 percent of the wage differentials, 55 percent can be attributed to wage discrimination.  
Even more interesting is the fact that the component that explains human capital is negative, 
implying that on average women in the formal sector have more education than men and, 
therefore, should be receiving higher wages based on their educational attainment.  Indeed, a 
woman in the formal sector has on average 7.8 years of education compared to 6.5 for men.  Yet, 
the unexplained component of the earnings equation is so strong that it makes the overall sign 
positive so that men actually earn slightly more than women.  Therefore, these findings imply that 
wage discrimination against women (or at least an upper bound) is prevalent and serious in 
Guatemala. 

• Wage Discrimination against the Indigenous.  The average wage gap between indigenous and 
non-indigenous workers is 50 percent (Table 24). Again, controlling for differences in human 
capital and in the sector of employment using the Oaxaca-Blinder method, discrimination 
explains a large part (95 percent for men and 35 percent for women) of the wage gap between 
indigenous and non-indigenous people (Figure 7).  In contrast with the male -female analysis 
above, indigenous people have significantly lower levels of human capital than non-indigenous 
people.  Therefore, both components of the wage differential are positive, implying that human 
capital such as education is important for earnings outcomes. Nevertheless, the fact that wage 
discrimination (or again the upper bound of it) is also prevalent may indicate that other aspects of 
the labor market besides earnings (in particular, opportunities) are unequally distributed. 

 

                                                                 
24  Oaxaca (1973). Note that the discrimination part of the decomposition does not only explain wage differences due to 
discrimination but also those due to omitted variables.  In this sense, this component only  suggests the upper bound of 
“unjustified” or “unexplained” wage discrimination. 
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Figure 6: Explaining Wage differentials: Discrimination versus Endowments 
Male vs. Female by Type of Employment a 
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Figure 7: Explaining Wage Differentials: Discrimination versus Endowments 
Indigenous vs. Non-indigenous a 
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Vulnerability, Benefits, Job Security, and the Labor Market 

Legislated minimum wage levels are binding in agriculture, but they are not binding in other 
occupations.25  The average hourly wage paid for salaried jobs is above the government-established 
minimum wage.  Agricultural workers (excluding unpaid laborers and the self-employed) receive an 
average of Q3.18, which is very near the minimum wage (Q3.16), which suggests that employers rarely 
pay more than the minimum wage (Table 27).  However, this is not true for non-agricultural employment 
where the average wage is more than double the minimum wage.  In addition, those who earn more than 
the minimum wage earn close to four times more than the average minimum wage. 

There is minimal enforcement of minimum wage laws.  More than 40 percent of all paid workers 
(excluding the self-employed) receive less than the average minimum hourly wage (Table 28).  
Enforcement appears to be weakest in agriculture, among the indigenous, and in the informal sector 
where more than two-thirds of workers receive less than the minimum wage.  Table 28 also shows that 
the poor do not benefit from the minimum wage provisions in Guatemala’s labor legislation.  More than 
75 percent of extremely poor paid workers and over 60 percent of poor paid workers receive less than the 
minimum hourly wage.  This compares with only 25 percent for the non-poor.  

Holding several jobs at once is common among men, in rural areas, and among the indigenous.  Low 
incomes or constraints to finding adequately paid employment may force people to seek additional 
sources of income by taking a second job.   One in five men in Guatemala has a second job, while only 
one in ten women does  (Table 29).   Having two jobs is also more prevalent in rural areas and among 
indigenous people.  Finally, and as expected, poor people are more likely to have a second job. 

Employers’ rarely comply with labor regulations governing benefits such as salary bonuses. Overall, 
according to the ENCOVI 2000, only 33 percent of private sector workers received the “13th month” 
salary bonus in compliance with labor regulations (Table 30).  At first glance, this may seem to be due to 
the fact that two-thirds of the employed are in the informal sector.  However, not all formal sector 
workers get their mandated labor benefits either.  Less than half of people in formal jobs receive these 
benefits and only 12 percent in the informal sector.  While 46 percent of white-collar private sector 
workers received the benefit on 2000, only 6 percent of blue-collar workers (excluding unpaid laborers 
and the self-employed) received it, indicating that there is less compliance with the labor code in the case 
of low-skilled jobs.  For the most part, the poor and the extremely poor generally do not receive these 
bonuses (Table 30).  Less than 16 percent of all paid private sector workers living below the poverty line 
received the benefit, compared with almost 50 percent of the non-poor.  These findings suggest that more 
effective mechanisms and instruments are needed to ensure that employers comply with the labor code. 

Contractual agreements are virtually non-existent in general, but non-poor workers are more likely to 
have a contract than poor workers.  Job contracts offer a certain degree of security to the employee, but in 
Guatemala only 12 percent of those employed have a contract, most of them a temporary one (Table 31).  
The poor are essentially excluded from job contracts; only 4 percent of the poor have a contract compared 
with 20 percent of the non-poor.  In general, contracts are more common for jobs in urban areas (20 
percent), for non-indigenous workers (16 percent), in the public sector (77 percent), in white-collar jobs, 
and in financial or community services.  Importantly, even in the public sector, the majority of contracts 
are temporary.  Finally, more educated people are more likely to have a job contract. 

                                                                 
25 In this context, binding refers to cases where minimum wage laws cause employers to pay higher wages (the minimum wage) 
instead of the lower level they would have paid in the absence of the government’s intervention.  However, if irrespective of 
minimum wage laws, the wages paid by employers are above the minimum wage, then minimum wages are said to be non-
binding.  
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Income Diversification: the Role of Migration and Remittances 

Migration is not a recent phenomenon in Guatemala.  During colonial times, indigenous people migrated 
towards the south coast to work in the indigo and salt industries.26  When coffee became the major 
agricultural export in the late 1800s, the large landowners of the coffee fincas (plantations) succeeded in 
getting the government to allow them to bring indigenous workers from the highlands (northwest regions) 
to fill labor shortages in the southern coffee region.  Today, about half a million people are estimated to 
migrate within Guatemala (see below) each year.27 In addition, international migration has grown from 
about 50,000 people in the 1980s to more than a million people in the late 1990s.28 While the lack of 
earning opportunities locally is one of the main reasons why people choose to migrate to places such as 
the coffee fincas, to Guatemala City, or abroad, people also migrate because of crises (such as Hurricane 
Mitch).29 

According to the ENCOVI survey, 20 percent (one in five) of all households in Guatemala receive 
remittances (Table 32). More than a quarter of non-poor households receive remittances compared with 
only 16 percent of poor households and 11 percent of extremely poor households.  For those who receive 
them, remittances comprise 20 percent of their total income per capita.  As Table 33 indicates, 
remittances are a very important income source for those who receive them regardless of their poverty 
status.  For example, they represent 16 percent and 21 percent of total income per capita for non-poor and 
poor individuals respectively among those who receive them. (Among all households, remittances 
account for 4 percent of total income – see Table 6).  As the incomes of the indigenous are lower in 
general than those of the non-indigenous, this share is even more important for them.  While it is more 
likely for a household to receive domestic remittances than remittances from overseas, the level of 
international remittances is significantly higher.  About 13 percent of the households in Guatemala 
receive remittances from domestic sources compared to 9 percent internationally (Table 32).  In addition, 
domestic remittances are four times more common than international remittances among extremely poor 
households and twice as common for the poor.  However, international remittances are on average double 
the value of domestic remittances (Tables 34 and 35).  This is also true when comparing households 
between urban with rural areas, poor with non-poor households, and indigenous with non-indigenous 
households. 

Seasonal migration, most of it domestic, is widespread, with a higher incidence among the poor.  Given 
that income-generating opportunities in certain areas may be unequally distributed or scarce, many 
individuals will move elsewhere to seek alternative sources of income. Five percent of all Guatemalans 
have migrated temporarily during the past year, most of them poor (Table 37).30  Seasonal migration is 
more common among rural residents, the indigenous, bilingual individuals, and men.  In addition, more 
than two-thirds of seasonal migration is within Guatemala (Table 38), with most of the migrants coming 
from rural regions. They are also more likely to be poor and indigenous to have low levels of education. 

Half of those who migrate to find work are employed in the fincas. ENCOVI 2000 distinguishes between 
those who migrate for work and those who do so for other reasons.  An impressive 50 percent of those 
who migrate for work end up being employed in fincas, usually coffee or sugar plantations (Table 39).  In 
fact, almost 150,000 people, of whom 32,000 are children between the ages of seven and fifteen, migrate 
in search of temporary work in fincas.  Another 30 percent of the people migrate to urban areas to look 
                                                                 
26 Ministerio de Salud (1998). 
27 Estimating the magnitude of migration is a complex matter.  The ENCOVI 2000 estimates the number of seasonal migrant 
workers to be around 400,000.  Other sources such as Ministerio de Salud  (1998) put this figure closer to 800,000.  Such 
differences may arise from sample designs but also from the survey definition of migration. 
28 ASIES (2000). 
29 The QPES and other qualitative work reveal that migration is an important coping mechanism in times of crisis as well as a 
regular source of earnings for the poor.  Other motivations for migration include the search for better social services such as 
education and health. 
30 Does not include children under the age of seven.  
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for jobs, while the rest migrate to rural areas.  Most of the finca workers come from rural areas, are male 
and indigenous with low levels of education, and are poor with incomes and consumption levels below 
the poverty line (Table 39).  The recent crisis in the coffee industry and emerging problems in sugar 
production will definitely affect an already vulnerable population that relies heavily on these activities for 
their income. So it is very important to understand the extent of this adverse shock (discussed below). 

Interestingly, permanent migrants are more likely to be non-poor. The data show that permanent migrants 
are more likely to be non-poor than poor and that most of them live in urban areas and have completed 
primary education (Table 40). They are also predominantly non-indigenous.  This may merely reflect the 
fact that the ability of indigenous people to find permanent opportunities and relocate was highly 
constrained before the Peace Accords, and thus migrants tended to be those who were better off, namely 
the non-indigenous.  However, the negative correlation between permanent migration and poverty may 
also suggest that, by migrating, these people managed to take advantage of better opportunities so that 
most of them are not poor today (though  it is impossible to test this hypothesis with the ENCOVI data).   

The global economic slowdown as well as domestic shocks will have a significant effect on both the level 
and amount of remittances and on the welfare of the poor.  The fact that Guatemalans are so dependent on 
remittances implies that both adverse economic shocks both at home and abroad can adversely affect their 
welfare.  Internationally, the current global economic slowdown (particularly in the US) means that many 
Guatemalans who live and work abroad will not be able to sustain the level of remittances they have 
previously sent home to their families in Guatemala.  In addition, the rapid decrease in coffee prices (as 
well as an increase in labor costs) is threatening a significant contraction of the domestic coffee industry.  
This is likely to have a big effect on the livelihoods and employment opportunities of those who depend 
on jobs in this industry,  most of whom come from poor households.  Table 41 quantifies these effects by 
simulating various scenarios in which remittances decrease and have a knock-on effect on incomes and 
poverty.  For example, a 20 percent decrease in remittances will decrease overall incomes by 3 percent.  It 
will also push 35,000 people below the poverty line and 37,000 below the extreme poverty line.  A 
second more extreme scenario that assumes a 50 percent decrease in remittances shows that more than 
100,000 people would become poor and another 100,000 would become extremely poor.  While these 
simulations are hypothetical, they provide some useful insights into which types of remittances have the 
greatest impact on welfare and show how badly vulnerable groups near the poverty and the extreme 
poverty lines would be affected by a drop in remittances due to economic shocks. 

Child Labor 

There are many reasons why children enter the labor force and not all of those reasons are bad. For 
example, working at a young age may build a child’s character and can be a valuable educational 
experience.  Also, housework is an important part of the intra-household labor allocation for many 
cultures.  Child work only becomes an issue if the work itself prohibits the child from engaging in other 
important developmental activities, such as schooling, or if it has adverse long-term effects on the child’s 
health.  Besides wanting their children to work in order to ga in experience, parents may decide to send 
their children out to work if: (i) it is necessary to supplement the household income; (ii) there has been a 
negative family shock (such as a death or a job loss) that decreases the family income; and (iii) the 
opportunity costs are low (for example, returns to education are low).  While understanding the cause of 
child labor in Guatemala is beyond the scope of this study, some trends on the magnitude of child labor 
are given below.31 

Half a million children work in Guatemala.  The Guatemalan constitution prohibits the employment of 
minors under the age of 14 without written permission from the Ministry of Labor. Yet, that provision is 
commonly disregarded, especially in the informal and agricultural sectors. Although the Labor Ministry 

                                                                 
31 For a recent study on child-labor issues in Guatemala see the Informe Nacional Sobre Trabajo Infantil (2000). 
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has granted permission for 4,000 minors to work legally, thousands more work illegally.  In particular, 
one in every five children between the ages of 7 and 14 are employed in Guatemala (Table 42).32  For 
children between the ages of 10 and 14, the incidence of child labor is almost 30 percent (compared with 
9 percent for the Latin American region as a whole, 4 percent for Costa Rica, 14 percent for El Salvador, 
and 3 percent in Panama).33  According to the ENCOVI data, one-third of all child laborers work on 
plantations, mainly coffee and sugar plantations (Table 39). 

Child laborers are predominantly poor, receive very few benefits, work long hours, and earn salaries that 
are below the –minimum –wage.   About 75 percent of child workers come from poor households and 
about 80 percent of them live in rural areas (Tables 42 and 43).  Boys primarily work in agriculture, 
whereas girls tend to work in both agriculture and commerce (Table 44).  Child laborers receive 
significantly lower wages than adults in similar jobs and work about 30 hours a week, which seriously 
inhibits their ability to attend school. 34  The low returns to education discussed above, especially those 
from primary education, may be one explanation for the high incidence of child labor.  Nonetheless, the 
high incidence of child labor and the long hours worked coupled with the imminent drop in employment 
in the coffee industry raise serious concerns about the future welfare of these children. 

Child labor comes at the cost of these children’s educational attainment.  ENCOVI 2000 reveals that the 
educational attainments of children who work significantly lag behind the educational attainments of 
those that do not.  For example, among 14-year-olds, those who go to school only have an average of 5.3 
years of education as opposed to 4.7 years for those who work and go to school (Table 46).  Those 14-
year-olds who work and do not go to school at all have only 2.4 years of education on average.  This 
pattern is true for all age categories (for children between the ages of 7 and 14) and suggests that 
children’s employment comes with the serious cost of under-investing in their educational attainment. 

                                                                 
32 As this analysis does not include street children, the actual figures may be bigger.  
33 World Development Indicators 2001, The World Bank 
34 For example, they receive less than half of the compensation given to adults in agricultural jobs.  This figure, however, does 
not control for experience. 
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III: Rural Poverty and Livelihoods 

The Heterogeneous Rural Population 

Rural areas in Guatemala have disproportionately higher rates of poverty than urban areas.35  In fact, 
extreme poverty is practically exclusively a rural phenomenon.  Yet, rural areas contain many diverse 
groups, including small-scale farmers (landowners or tenants), agricultural laborers, and self-employed 
entrepreneurs in non-farm occupations such as commerce and manufacturing. This heterogeneity suggests 
that rural poverty in Guatemala has a number of different faces, which means that a number of different 
paths out of poverty may exist.  This section addresses a number of rural-specific issues to complement 
the previous findings.  

The vast majority of the rural poor is indigenous and depends on subsistence farming and agricultural 
labor work.  More than 80 percent of the rural poor engage in small-scale farming or in agricultural labor 
activities (Table 47).  On average, they have larger households than the rural non-poor and are 
predominantly indigenous (60 percent).  Household heads have an average of 1.6 years of education 
compared with 3.5 years for non-poor rural households.  Annual per capita consumption and income for 
the rural poor are both about three times smaller than those of the non-poor.  The strong positive 
relationship between agriculture and poverty can be seen by comparing the income sources of poor and 
non-poor households. More than half of the income of the extremely poor is derived from agricultural 
work, whereas agricultural income comprises 34 percent of the income of the poor but only 7 percent of 
the income of non-poor rural households (Table 47). 

Similar patterns emerge if the data are disaggregated by land status and occupation.  One possible way to 
explore the heterogeneity of the rural population is by distinguishing among those who own land 
(landowners), those who are landless but engage in agriculture by renting or sharecropping (tenants), and 
those who own no land and may either work in agricultural activities as laborers or be involved in non-
farm activities (Table 48).  A number of interesting patterns emerge. For example, landowners represent 
more than half of the rural population.  They have the highest poverty rates (both extreme and general), 
are predominantly indigenous, and have the largest households in  rural areas.  Interestingly, while 
agricultural income comprises about one-third of their annual income, they also depend on non-farm 
salary income as well as income derived from self-employment in non-agricultural businesses.  Finally, 
they have the highest within group income inequality in rural areas, perhaps due to the unequal access to 
the main productive asset for agriculture−, land.  As discussed later, land access may be one possible way 
to reduce poverty in rural areas. 

While tenant households have a similar profile to that of landowner households, their dependence on 
agricultural labor makes them even more vulnerable to shocks.  As Table 48 reveals, tenant households 
have similar poverty rates and household characteristics as landowner households.  Yet, as access to land 
is limited, tenant households must use their excess labor on non-farming activities.  While one-third of 
their income consists of income from non-agricultural activities (mainly salaried work), on average, one-
quarter is earned via agricultural day labor.  Agricultural day labor not only generates the lowest incomes 
of any rural occupation, as discussed above, but may also increase households’ vulnerability to 
employment shocks, particularly in the face of the current slowdown in the coffee industry, which is the 
largest employer of day labor.  

Landless households have the lowest poverty rates.  The ENCOVI reveals that rural households that do 
not depend on farming are least likely to be poor.  As seen in Table 48, landless households, which  

                                                                 
35 As discussed above, the headcount ratio for rural areas is 74.5 percent compared to 27.1 percent for urban areas (Table 2). 
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represent about one-third of the rural population, have significantly better socioeconomic indicators than 
landowner and tenant households, with higher incomes and consumption levels, smaller households, and 
higher levels of education for the household head.  In addition, fewer of them are indigenous.  
Surprisingly, these findings are true even after distinguishing between landless households that derive 
their income mainly from agricultural labor work and those that work mainly in non-agricultural activities 
(Table 48). 

In addition, those landless households that derive their main income from non-agricultural activities have 
the lowest poverty rates in rural areas.  For example, 49 percent of these households are classified as poor 
compared with 79 percent of landless households that mainly depend on agricultural labor work, 80 
percent of tenant households, and 82 percent of landowner households (Table 48).  In addition, more than 
70 percent of the income of landless households that depend on non-agricultural jobs is derived from such 
activities, implying that diversifying income sources away from agriculture could be a way for 
households to rise out of poverty.  Understanding the constraints faced by the poor to engaging in such 
occupations is therefore crucial for policymaking  (below). 

Therefore, it is clearly necessary to probe deeper into the heterogeneous nature of the rural population in 
Guatemala in order to put together a comprehensive rural development strategy.  While developing such a 
strategy is beyond the scope of this paper, a number of key issues are highlighted in this section.  On the 
one hand, the strong negative correlation between poverty and the non-agricultural sector suggests that a 
successful poverty reduction strategy will increase the access of the poor to these types of jobs.  
Nevertheless, more than 70 percent of Guatemala’s rural population is active in agricultural activities 
(Table 47).  As such, a comprehensive poverty reduction strategy should also explore how drops in 
agricultural profitability can negatively affect rural incomes 

Agriculture and Land 

Access to land is unequally distributed and correlated with poverty. Land is the most important asset for 
farming.  Land is not only necessary for production purposes but can also serve as collateral, thus 
enabling households to access credit to buy inputs or to finance other income-generating ventures.   
However, Guatemala has one of the most highly skewed and unequally distributed land ownership 
systems in the world.  In particular, ENCOVI 2000 reveals that land distribution is highly concentrated, 
with a Gini coefficient for land of 79 percent (compared to Brazil 84 percent, El Salvador 82 percent, 
Panama 80 percent, Costa Rica 80 percent, Honduras 77 percent, Belize 72 percent and Mexico 60 
percent).36 In fact, there has been little improvement in terms of land distribution in Guatemala in the last 
20 years as the 1979 agricultural census showed a land Gini of 85 percent (see Box 5).  In terms of land 
size, landowners own an average of 2.8 hectares of land (Table 49).  Non-poor landowners own 3.6 
hectares of land compared 2.6 hectares owned by poor landowners. 

                                                                 
36 Deininger and Olinto (2000). 
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Box 5:  Historical Background on Land in Guatemala 

Guatemala has a long history of unequal access to land.  The indigenous have consistently been divested of their 
land in Guatemala since the conquest and colonial times.  The practice of expropriating land from the indigenous 
people gained momentum with the development of agricultural exports, particularly coffee.  Land privatization 
and expropriation accelerated in the late 1800s, however, with significant changes in the legal environment that 
determined property rights,b which coincided with the spread of coffee production.  Coffee production depended 
on secure private property rights, and it was only when these rights were legally secured that the coffee sector 
developed rapidly.  The legal system encouraged privatization by simplifying the conversion of communally held 
indigenous lands (ejidos), c into individually titled holdings.  A central aim of land privatization and consolidation 
was the formation of large plantations (fincas), with the creation of a class of large landowners at the expense of 
indigenous cultivators to take advantage of the expanding world market for coffee.d Since the ideal terrain for 
coffee is between 800 and1,500 meters of altitude, the indigenous people who had been cultivating these lands 
were compelled to located to higher and less fertile grounds for their subsistence cultivation.e Between 1871, when 
land privatization decrees were initiated, and 1873, nearly one million acres of land were privatized.f With the 
shift towards larger plantations, some 3,600 people  received plots averaging 450 hectares each between 1896 and 
1921.g Such consolidation has continued until recent times, as the diversification of exports prompted the 
government to expropriate yet more land from peasants.  While communal lands accounted for 12 percent of 
agricultural land in 1950, this share had dropped to 4.8 percent by 1964 and to only 1.1 percent in 1979 (the year 
of the last agricultural census).h  Estimates from 1979 indicate that less than 2 percent of the population owned at 
least 65 percent of the land and less than 1 percent of all farms were over 2,500 hectares in size and accounted for 
over 20 percent of the land. Meanwhile, over 78 percent of all farms were smaller than 3.5 hectares and accounted 
for slightly more than 10 percent of the land, reflecting a system of land distribution that is one of the most 
skewed in the developing world.i  Women have also been consistently denied the right to hold land, both legally 
and by tradition.  According to the National Institute for Agrarian Transformation, only 8 percent of land 
appropriations between 1954 and 1996 went to women.j  Indeed, tradition still bars women from inheriting land in 
most of the villages studied in the QPES.  
a  Note: The material in this box is taken from Chapter 2 of the Guatemala Poverty Assessment Report. 
b  A Presidential Decree of 1873 provided for the sale of national lands in individual lots of between 45 and 225 hectares each  (Plant,1995).  
c  Communal rights to ejidos were not entirely abolished, however, for two reasons: (i) it was in the interest of plantation owners unable or 
unwilling to support a full-time labor force that the indigenous should retain access to some means of subsistence production; and (ii) because 
such lands provided the government with an opportunity for taxation (Grandin, 2000 and UNDP, 2000). 
d Although coffee is produced by both large and small farmers in Guatemala (with over 30,000 producers), the bulk of the production comes 
from the larger producers (Plant, 1995).  This model of coffee development based mainly on large plantations is similar to that of El Salvador 
but contrasts with relatively more efficient smallholder production practices in Costa Rica and Colombia.  In the late 1800s, close to 80 percent 
of coffee in Guatemala was produced on farms larger than 50 hectares, as compared with 58 percent in El Salvador, 38 percent in Costa Rica, 
and only 14 percent in Colombia (Nugent and Robinson, 2000).   
e Plant (1995). 
f Nugent and Robinson (2000).   
g Plant (1995). 
h UNDP (2000).   
i Plant (1995). 
j UNDP (2000).    

 

Small landholders are among the poorest people in rural areas.  The headcount ratio for general poverty 
among households that own between one and two hectares is 87 percent compared with 74 percent among 
households with land holdings of over five hectares (Table 50) and only 66 percent among landless 
households.  Similar patterns emerge for extreme poverty.  Therefore, one important strategy for reducing 
poverty may be to explore the benefits of increasing poor farmers’ access to land.  

The poor use land markets less than the non-poor.  Although half of all land owned by landowner 
households was inherited (Table 49), more than 40 percent of the land that is owned was acquired via 
land markets, meaning that land markets are indeed important for accumulating land.  Nevertheless, the 
non-poor use land markets more than the poor; more than half of the land owned by non-poor households 
was bought compared to only one-third of the land owned by extremely poor households (Table 49).  
Given their greater wealth, non-poor households are more able to buy land than poor households.  By 
contrast, given their lack of wealth and assets that could be used as collateral, poor households are more 
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likely to be credit constrained, further inhibiting their ability to accumulate land via markets.  Thus, while 
increased access to credit might help the poor to obtain land, alternative methods such as expanding rental 
markets could also be another mechanism by which the poor can acquire land (see Box 6). 

Land Ownership and Titling 

Poor landowners are less likely than non-poor landowners to have official title deeds that prove they own 
their land. Having a land title enables a farmer to get credit by using his or her land as collateral. A land 
title also represents security and even gives the farmer an incentive to be more productive.  Overall, only 
41 percent of landowner households possess land titles (Table 52). Furthermore, only one-third of the 
poor have land titles compared to almost half of the non-poor.  There is also a positive relation between 
the size of a land holding and the likelihood of having a land title, in that larger landowner households are 
more likely to have titles, implying that small farmers (those without titles) are more likely to be credit 
constrained. 

Land ownership can significantly improve welfare and thus reduce poverty.  Simulations of  the effect of 
land ownership on tenant households suggest that the impact on incomes and welfare is large and 
significant, which has obvious implications for policy. Figures 8 and 9 simulate the change in the income 
and consumption levels of tenant households if they owned the land that they rent.37  On average, the per 
capita consumption of tenant households would be 35 percent higher if they owned the land that they rent.  
For incomes, the increase is even more dramatic−about 54 percent.  The expected reduction in poverty is 
equally significant at about 5 percentage points.  

The potentially large positive effects of land ownership raise the question of how to best design both 
feasible and effective land policies.   Obviously, forced land redistribution is not feasible or desirable in 
the Guatemalan context.  Instead, market-based land reforms should be pursued.  These could include: 
land cadastre, titling and registration; targeted financial support for purchasing land; or providing 
incentives for land rentals.  In fact, Guatemala has already implemented some pilot land-credit and titling 
programs (see Box 6).  These programs could be expanded.  However, expansion to date has proved 
difficult and slow, due to their high costs and other design issues (see Box 6.2).  As such, land reform 
alone is not likely to produce a widespread reduction in poverty.  Land reform needs to be complemented 
by human capital investments and training, technical assistance, as well as better access to credit and 
agricultural infrastructure so that farmers can fully take advantage of their land as well as.  Additional 
analysis should explore these issues in order to complement and evaluate current land-related programs. 

                                                                 
37 These simulations consist of replicating what would happen to tenant households if they had the same returns to individual and 
household characteristics, as well as land, as landowner households in predicting welfare outcomes such as income and 
consumption (also see Table 51). 
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Figure 8: The Effect of Land Ownership on Household Consumption (for tenants) 
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  Source: World Bank calculations using ENCOVI 2000, Instituto Nacional de Estadística - Guatemala. 

 
 

Figure 9: The Effect of Land Ownership on Household Income (for tenants) 
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Box 6 – Land Redistribution Programs  
Land redistribution is a sensitive topic, both politically and culturally.  Since the 1980s, a number of land programs 
have helped farmers to gain access land in Guatemala.  Programs such as the Fundación Guatemalteca para el 
Desarrollo-Fundación del Centavo  (FUNDACEN), the Fondo para la Reinserción Laboral y Productiva de la 
Población Repatriada (FORELAP), and the Fondo Nacional de Tierras (FONATIERRA) have benefited more than 
7,000 households.  In addition, as part of the Peace Accords in 1996, the Guatemalan government established the 
Comisión Institucional para el Desarrollo y Fortalecimiento de la Propiedad sobre la Tierra (PROTIERRA) whose 
responsibilities include: (i) a cadastral-based land registry; (ii) a land fund to promote market-driven land reform; 
(iii) mechanisms for resolving land conflicts and free legal services with special attention given to land access and 
traditional land management by rural communities; (iv) a national geographic information system; (v) a 
comprehensive land tax system; (vi) agricultural development; and (vii) rural investment programs.  The idea of the 
land fund is to allow poor households to access land via a credit subsidy.  The program gives qualified households a 
loan that allows them to buy land and inputs.  In addition, the participants receive technical assistance.  The loan 
lasts for four years and it costs 5 percent in annual interest.  Up to today, about 5,000 households have participated 
in the program.  However, this and previous programs have been criticized for being slow, and the overall target of 
335,000 households (in the case of the land fund) has been criticized as unfeasible.  In addition, critics mention as 
important problems: (i) the lack of incentives to repay the loans (as repossessing the land is hard to implement); (ii) 
preferential treatment in the way in which land is allocated, (iii) the low interest rates charged, and (iv) the 
program’s possible crowding-out of other land projects.  Currently, both the government and local agencies are 
considering alternative market-based mechanisms to facilitate access to land.  For example, rental markets are likely 
to be cheaper to implement. .  In addition, title programs such as the Registro General de la Propiedad  (RGP) or 
pilot programs such as the “Catastro” project may not only allow households to access credit but also enable them to 
participate in rental programs.  Finally, land leasing programs with the option to buy the land are also being 
considered. 
Sources: The World Bank (1998) and Carrera (1999) 

Rural Credit 

Accessing credit is crucial both for agricultural activities and for reducing poverty.   Credit allows 
households to acquire land and the inputs necessary for production.  In addition, credit also enables 
households to diversify their income sources by engaging in other activities besides farming.  
Nonetheless, very few people in rural Guatemala have access to credit; according to ENCOVI 2000, only 
13 percent of rural households applied for and received any kind of a loan in the previous 12 months 
(Table 53).  Furthermore, 15 percent of landowner households applied for and received a loan, as opposed 
to only 4 percent among landless households that mainly depend on agricultural labor work, which 
indicates the importance of collateral (Table 54).  Interestingly, more indigenous households applied for 
and received a loan, suggesting that there is no systematic bias against the indigenous in obtaining loans 
(Table 55).  In terms of credit amounts, poor households that received credit borrowed Q2,129 compared 
with Q11,091 for non-poor households.  A similarly large gap exists between the loan amounts granted to 
indigenous and non-indigenous households. 

A lack of collateral is one of the most frequent reasons households cite for not applying for a loan.  The 
ENCOVI 2000 data suggest that about 40 percent of rural households wanted to receive credit but chose 
not to apply (Table 53).  Besides not needing a loan, the top three reasons why a person did not apply for 
a loan were: (i) a lack of collateral; (ii) the terms were too expensive; and (iii) the person did not believe 
that he or she would qualify for a loan.  In the case of collateral, it is not always a lack of assets per se but 
the lack of proof of formal ownership of the assets that may prevent households from obtaining credit. As 
it was already pointed out, only 41 percent of landowner households in Guatemala hold a title for their 
land. In addition, only one-third of poor landowners have a title (Table 54).  Therefore, there is clearly a 
need for strengthening or expanding the land title programs that exist to give poor households a means of 
obtaining credit.  

Interestingly, it appears that credit institutions do exist in rural areas.  However, the fact that people feel 
that loans are expensive may be a signal that these credit market are non-competitive  (for example, they 
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may consist only of a few local informal moneylenders).  In addition, a lack of information may give 
people the wrong impressions about their ability to qualify for a loan and about the costs and risks 
associated with lending. Therefore, it is necessary for policymakers to address these issues of information 
and supply.  In fact, a recent study on rural financial services in Guatemala recognizes the limited supply 
of formal lending institutions as one of the most important impediments to households accessing credit in 
rural areas.38  Indeed, only half of the households that reported receiving loans in the ENCOVI survey 
obtained them from formal lenders (Table 53). The poor and landless are more likely to receive credit 
from informal lenders than from formal credit institutions, corroborating the land title argument above 
and the fact that the poor are constrained in accessing credit from formal institutions.  Nonetheless, as the 
study on financial services suggests, interventions to develop credit markets should be complemented by 
investments in rural infrastructure, education, and information campaigns in order to raise living 
standards in rural areas. 

Technical Assistance  

Very few of the farm-households in Guatemala receive technical assistance .  Agricultural extension 
services and technical assistance are often viewed as ways to improve farm productivity by disseminating 
information on the best farm practices, and by introducing farmers to new technologies.  According to the 
ENCOVI 2000, only 3 percent of the farmers in rural Guatemala received such assistance (table 56).  
Still, while most non-public institutions that offer technical assistance seem to target poor households 
well, more than 70% of public technical assistance is given to non-poor households, indicating a 
regressive targeting.  This raises an issue about how the provision of public technical assistance is 
allocated. 

Crop Diversification  

Guatemala has historically had a strong agricultural exports sector and an increasingly important non-
traditional agricultural sector. Overall exports have increased from 16 percent of GDP in 1990 to about 20 
percent in 2001. 39  Agricultural exports have played a central role in total exports, with coffee being the 
most important product (see below).  Other traditional exports such as bananas and sugar have also 
contributed significantly to exports.  During the last decade, exports of a number of non-traditional crops 
have increased dramatically.  For example, exports of fruits such as mangoes, papayas, berries, and 
melons have increased from $14 million in 1990 to $300 million in 1999.40 As growing non-traditional 
crops like these is usually a profitable business, it is important to explore whether the poor manage to 
participate in non-traditional farming. 

Nonetheless, very few farm households in the ENCOVI 2000 do produce non-traditional agricultural 
products.  The ENCOVI 2000 data allow us to categorize households between those that produce export-
related agricultural products (further divided between traditional and non-traditional crops) and those that 
produce subsistence crops (Table 56).41 Only 23,000 households produce non-traditional agricultural 
products as opposed to 650,000 that produce non-tradable products. As expected, households that produce 
non-traditional agricultural products have better socioeconomic indicators, suggesting the higher income 
potential from growing non-traditional crops.  Since the ENCOVI data are insufficient to allow us to carry 
out a more in-depth analysis, further research is needed to explain the kinds of barriers that may exist that 
prevent farmers from diversifying into the production of these types of crops. 

                                                                 
38 World Bank (1999). 
39 Banco de Guatemala. 
40 AGEXPRONT (2000). 
41 Nevertheless, because of the survey’s design, these findings are only suggestive. 



 30

Vulnerability and the Coffee Crisis   

The worldwide structural change of the coffee industry is seriously affecting Guatemala.  Coffee has 
always played an important role for the Guatemalan economy.  It is the most important export of the 
country with receipts of more than $570 million in 2000 (20 percent of total export earnings).42  In fact, 
Guatemala is the fifth largest coffee exporter in the world.  The coffee industry provides both permanent 
and temporary employment to thousands of people, many of them poor (see below).  However, the recent 
entry in coffee production from a number of countries (particularly Vietnam), as well as above average 
yields in some Latin American countries (for example, Brazil) have severely depressed coffee prices, 
resulting in significantly lower revenues for coffee producers in Guatemala.  The National Coffee 
Association (ANACAFE) estimated that export volumes in 2001 would fall by 1 million bags, to 5.3 
million, and receipts by 50 percent to less than $300 million.  In addition, domestically, the agricultural 
minimum wage has increased by more than 60 percent in the last two years, further raising the costs of 
coffee production. 43  These changes, especially the global change in coffee production, suggest that there 
has been a structural change in the coffee industry rather than just a temporary price shock, which means 
that both short and long-term policies need to be implemented to address the implications of this 
development.  

The ENCOVI 2000 data reveal that 11 percent of rural households produce coffee.  About 140,000 rural 
households receive income from coffee production, of which more than 75 percent are poor (Table 56).44  
On average, coffee-producing households received Q4,526 in coffee sales.  Non-poor coffee-producing 
households received almost five times as much in coffee sales as poor households.  Coffee income 
comprises about 25 percent of total income per capita of coffee-producing households regardless of their 
poverty status. As might be expected, most coffee producers are landowners (Table 57).  Yet, many more 
people depend on coffee production because they work as agricultural laborers on coffee plantations.  
According to ANACAFE, an estimated 200,000 people are permanently employed in the coffee industry.  
This figure increases to more than 500,000 during the coffee harvest.  Most laborers (jornaleros) in the 
coffee sector are seasonal migrants from poor households that depend on the coffee sector to augment 
their incomes, as discussed above. 

The crisis in the coffee industry will, therefore, affect a significant share of the rural population.  Lower 
revenues are likely to push some coffee producers to dramatically decrease their demand for labor or 
force them completely out of business.  According to the Ministry of Agriculture, more than 40,000 jobs 
related to coffee production are expected to be lost in 2002 (ANACAFE puts this figure at 60,000).  As 
most of these jobs are expected to be low-end jobs, the effect on the poor is likely to be greater. 

Faced with this crisis, policymakers should consider a range of short-term and long-term policies.  While 
this is beyond the scope of this study, a number of possible strategies to address the coffee crisis are worth 
mentioning.  First, in the short run, the government has pledged about $100 million to the coffee sector, 
mainly to restructure debts and to modernize the sector but also to help coffee farmers to convert their 
land to other crops.  Safety net programs to mitigate the employment losses also seem necessary in the 
short run, given the large number of people that are likely to be affected.  For example, a workfare 
program (particularly seasonally targeted schemes) could be designed to provide alternative employment 
to those dependent on salaries from (seasonal) labor in the coffee sector. 

Nonetheless, the permanent and structural nature of the changes in the coffee industry implies that long-
term solutions are needed as well.  For example, ANACAFE is exploring the feasibility of shifting the 

                                                                 
42 World Development Indicators (2001). 
43 Ministerio de Trabajo, Guatemala. 
44 It is important to note that, because the ENCOVI is a household survey, plantations owned by entities other than households 
(such as corporations or banks) are not captured in the data collected in the survey.  As such, the estimates presented here are not 
representative for all coffee producers.  
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role of the Guatemalan coffee sector from an exporter of raw materials (coffee seeds) to a seller of final 
coffee goods.  This would allow Guatemala to remain competitive in the coffee industry but also 
minimize employment losses.  Another alternative being considered is crop substitution.  However, even 
if an alternative crop is found, it is unlikely that it would: (i) yield the same commercial gains that coffee 
does; (ii) generate the same levels of employment; and (iii) have similar properties to coffee (for example, 
being non-perishable and storable). 

The Rural Non-farm Sector 

Rural non-farm income may be another route out of poverty.  Much of the recent empirical literature on 
the relationship between non-farm incomes and rural poverty clearly indicates that there is a strong 
relationship between the two.45 First, by diversifying their sources of income, rural households can 
augment their incomes and minimize the extent to which they are affected by adverse income shocks from 
farm activities.  Second, as non-farm incomes increase the households’ cash liquidity, they can buy farm 
inputs more easily, thus increasing their farm productivity.  Finally, the non-farm sector offers landless 
households (which are unable to engage in farm activities because of their lack of land) another option for 
generating income.  

Nonetheless, the heterogeneity of the non-farm sector itself also implies that opportunities in the sector 
may be also unequally distributed.  The main occupations in the non-farm sector are agricultural labor 
jobs, salaried jobs in non-agricultural activities such as construction and teaching, and self-employed jobs 
in manufacturing or commerce.  The ability of some rural groups (such as the poor and indigenous) to 
take advantage of the income potential that the non-farm sector offers appears to be limited to the low-
income occupations in the sector, such as agricultural day labor, as discussed below.  Therefore, it is 
important not only to verify the positive relationship between the non-farm sector and income generation 
(and poverty reduction) but also to identify the possible constraints that particular rural groups face in 
accessing high-income occupations in the sector. 

The ENCOVI 2000 data do suggest that there is a negative correlation between non-farm incomes and 
poverty in Guatemala.  Whereas non-farm activities account for less than one-third of the total per capita 
income of the extremely poor, they contribute half of the total per capita income of the non-poor (Table 
58).  In addition, agricultural salaried wages represent 31 percent of the per capita income of extremely 
poor households, 20 percent of that of the poor, and only 8 percent of that of non-poor households.  These 
patterns corroborate the theory that, even if poor households find non-farm jobs, they are more likely to 
work in low-income non-farm jobs such as agricultural labor, while non-poor individuals work in higher-
earning occupations in the non-agricultural sector. 

Clearly, non-agricultural employment may be a possible path out of rural poverty if constraints can be 
eased.  As Figure 10 shows, poor farm households earn little non-agricultural income (except some of the 
landless).  As they lack sufficient land to farm and thus have excess labor supply, they derive much of 
their income from agricultural labor work. On the other hand, non-poor households have more diversified 
income sources.  In fact, non-agricultural incomes, both from salaried and self-employment jobs, 
comprise a higher percentage of their total income per capita than for the poor.  In addition, few of the 
non-poor are employed in agricultural salaried jobs, which offer significantly lower wages than non-
agricultural jobs. 

                                                                 
45  For a recent survey, see Lanjouw and Lanjouw (2001). 
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Figure 10: Sources of Rural Income per Capita, by Land Tenure and Poverty Status  
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              AP: All poor 
              NP: Non-poor 
              Source: World Bank calculations using ENCOVI 2000, Instituto Nacional de Estadística - Guatemala. 

Given the potential of non-agricultural employment for reducing rural poverty, it is important to 
understand the numerous constraints that specific groups face in accessing these jobs.  For example, on 
average the poor live in smaller and isolated communities (based on regional population densities) where 
opportunities for non-agricultural jobs are scarce (Table 21).  In addition, this geographical isolation 
implies that these communities are likely to lack complementary infrastructure such as roads, electricity, 
and telephones.  In fact, a study of the role of basic services and non-farm enterprise profitability using 
the ENCOVI data found that: (i) the probability of running a micro-enterprise in rural areas is 
significantly higher among households with modern utilities than in those without such utilities; and (ii) 
micro-enterprises that have no access to services such as electricity and telephone connections in rural 
areas have significantly lower profits that those that do have such access.46 

A lack of access to credit is another constraint that inhibits poor households from engaging in non-
agricultural self-employment as the poor lack the capital necessary to start such businesses (Figure 10).  
In addition, non-poor households are more likely than poor households to use loans received for non-
agricultural activities (Table 52).  In addition, the amount of credit received by non-poor households is 
more than five times higher than that received by poor households.  Therefore, even those poor 
households that do receive credit do not receive a sufficient amount to enable them to engage in high-
income, non-farm work.  Complementing these findings, a recent study on credit in Guatemala found that, 
while the current credit supply for micro-enterprises is on the order of Q 30 million, demand for credit 
exceeds Q 300 million. 47 
 

                                                                 
46 Foster and Araujo (2002). 
47 Van Hoegen (2001). 
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Finally, labor market imperfections and human capital attainment may also prevent poor individuals from 
being able to get high earning jobs.  For example, discrimination against indigenous people or women 
may prevent them from working in specific non-farm jobs (as seen above, Figure 7).  Furthermore, as 
discussed above, poor household heads have on average half the educational attainment of non-poor 
household heads, suggesting that increasing the educational attainment of the rural poor is also crucial to 
enable them to access non-agricultural jobs.  Understanding the many constraints that the poor and other 
marginal groups face in accessing non-farm jobs is vital for integrating them into the overall economic 
system and for reducing poverty. 

A regression on the probability of entering particular non-agricultural occupations confirms the above 
analysis.  In particular, a number of employment choice models were estimated in order to understand the 
correlates of these choices (Table 61).  The results indicate that human capital (for example, education) is 
an important impediment to participating in high-income occupations, as was being indigenous.  In 
addition, a set of variables from the 1994 census, which were meant to capture regional and local 
opportunities, suggest that living in areas where non-agricultural opportunities are more widespread 
increases the probability of being employed in such jobs.  This confirms the importance of increased 
investment in infrastructure and regional growth.  Again, while this analysis is not in-depth, it does 
suggest that the non-agricultural sector could offer the poor a way out of poverty so that overcoming the 
constraints that are associated with participating in these jobs should be an essential part of a strategy for 
reducing rural poverty. 

IV: Conclusion and Policy Recommendations 

This study examined the links between a number of issues pertaining to livelihoods, incomes, labor 
markets, rural opportunities, and poverty in Guatemala.  This section summarizes the main findings.  

Incomes, Poverty, and Inequality 

Inequality in Guatemala is pervasive and multidimensional and seems to undermine the ability of the poor 
to integrate into the overall economy.  Opportunities are unequally distributed; most people, especially the 
poor, have little or no access to high-earning jobs or to advantages such as education, physical assets, or 
infrastructure that yield higher productivity and incomes.  For example, income inequality in Guatemala 
is among the highest in the world, with a Gini of 57 percent.  In addition, 40 percent of the poorest 
population has only 9 percent of the total income compared with more than 60 percent for the top 20 
percent of the population.  In terms of income levels, a person in the lowest income quintile earned in 
2000 on average 10 times less than the country’s average and 35 times less from a person in the top 
quintile. 

Unlike the non-poor, agricultural income is the most important source of income for the poor.  The 
findings suggest that the extremely poor are trapped in low-income jobs as agricultural laborers or in 
various activities in the informal sector.  These are jobs  with little or no benefits such as job security, 
contractual agreements, bonuses, or enforcement of minimum wage standards.  This raises a crucial 
question about the role of the state and the types of policies that may strengthen job protection and offer 
better employment opportunities for marginal groups. 

Transfers, both public and private, are important sources of income for the poor.  Private transfers in the 
form of remittances constitute more than 20 percent of the per capita income of the households that 
receive them.  In addition, international remittances (especially from the United States and Mexico) are 
on average twice as large (in monetary terms) as domestic remittances.  Simulations of the effect of 
current adverse shocks in the coffee industry (which is already affecting domestic remittances via 
decreases in seasonal employment) and the global economic slowdown (especially in the United States) 
predict a sharp per capita decline in income and an increase in both overall and extreme poverty in 
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Guatemala.  On the other end, while public transfers represent a high share of the income of the poor, they 
are regressive in their levels.  These issues stress the need for policies that minimize the negative effects 
of these shocks on the affected populations and indicate that improving targeting in implementing policies 
for the poor and other vulnerable groups is essential. 

Labor Markets 

The Guatemalan labor force consists of about four million people (with an additional half a million 
children between the ages of 7 and 14 who also work). Participation rates are very high among men but 
are only moderate for women.  Poor men are more likely to participate in the labor force than non-poor 
men, while for women the opposite is true.  In fact, educated women, who tend to be non-poor, seem to 
self-select into the labor force.  Finally, open unemployment is very low but underemployment (based on 
hours worked) affects about one-third of the working population, which is consistent with a number of 
hypotheses regarding the widespread prevalence of exclusionary practices or of a lack of employment 
opportunities. 

The bulk of the employed population is concentrated in the informal sector.  More than two-thirds of the 
employed work in the informal sector, while among the poor this figure is closer to 75 percent.  The static 
nature of the data did not allow us to investigate the source of this informality.  Nevertheless, it is clear 
that the informal sector is very dynamic and heterogeneous, ranging from small-scale farmers to textile 
workers to people in commerce.  Recognizing this diversity is useful in devising policies to help the poor 
to increase their incomes.  For example, there is a negative correlation between non-agricultural informal 
work and poverty, both in rural and urban areas, suggesting the importance of fostering policies that help 
to create non-farming employment opportunities. 

The government’s labor market policies, such as minimum wage laws and mandatory job security, do not 
benefit the poor because of a lack of enforcement and coverage. First, laws such as minimum wages do 
not get enforced in practice (almost half of salaried workers earn less than the minimum wage).  Second, 
as most of the poor are in the informal sector, they are not covered by labor market legislation, nor do 
they receive other benefits such as the 13th-month salary bonus. 

The poor have fewer opportunities to acquire high-earning jobs and are limited in the extent to which they 
can diversify their income sources.  A non-poor individual is twice as likely as a poor person to work in a 
high-paying job in the public sector or in a white-collar occupation.  Moreover, poor individuals are three 
times as likely as non-poor people to work in agriculture. Similar trends are found between indigenous 
and non-indigenous people, between those who speak Spanish and those who do not.  In addition, poorer 
households are more homogenous in their occupations in that most of the members of these households 
work in agriculture, while there is more diversity of occupations in non-poor households.  While some of 
this disparity is explained by differences in human capital accumulation, this unequal distribution in 
opportunities and income-generating possibilities is also attributable to spatial inequalities. 

Returns to primary education are low. Controlling for other correlates of individual earnings, an 
additional year of education increases wages by 3 percent for men and by 6 percent for women.  In 
addition, estimating these returns by the level of education attained reveals similar marginal payoffs for 
primary schooling.   While this may help to explain the high incidence of child labor in Guatemala, it also 
raises a policy question about how to increase schooling attainment and more importantly how to improve 
the quality of (and, therefore, the returns to) primary education. 

There is a great deal of wage discrimination against women and indigenous groups. While human capital 
endowments explain some of this earnings gap, wage discrimination against women and the indigenous 
(based on the unexplained part of the determinants of earnings) is clearly prevalent. The econometric 
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results suggest that discrimination accounts for at least 50 percent of the wage differential between men 
and women and of that between indigenous and non-indigenous people. 

There is a high incidence of child labor in Guatemala.  About half a million children between the ages of 
7 and 14 work, one-third of them in plantations (mainly coffee and sugar plantations).  Most of these 
children are from poor households (75 percent) and live in rural areas (80 percent).  Boys are most likely 
to work in agriculture, while girls are most likely to work in agriculture and commerce.  They receive 
significantly lower wages than adults and work about 30 hours a week, which seriously inhibits their 
ability to attend school. 

Rural Poverty and Livelihoods  

Rural areas in Guatemala have disproportionately higher rates of poverty than urban areas.  In fact, 
extreme poverty is practically exclusively a rural phenomenon.  Yet, rural households are a collection of 
many diverse groups, including small-scale farmers (landowners or tenants), agricultural laborers, and 
self-employed people in non-agricultural occupations such as commerce and manufacturing.  This 
heterogeneity suggests that poverty has a range of faces and, therefore, will require a variety of policies to 
be reduced.   

Rural poverty is correlated with unequal distribution in assets and space.  The ENCOVI survey data 
reveal that assets such as land are highly concentrated among the non-poor, with a land Gini of 79 
percent.  The poor are less likely to be able to access credit or to be able to prove their ownership of land.   
In addition, to unequal opportunities, location and geographic inequality also helps to explain poverty 
outcomes.  In fact, households that are closer to large cities also have better access to infrastructure and 
services and tend to be less poor than those who do not. 

The vast majority of the poor depend on subsistence farming and agricultural labor work.  More than 80 
percent of the rural poor engage in small-scale farming or agricultural labor activities.  Poor landowners, 
representing almost half of the rural population (more than three million), own very small plots of land 
(less than two hectares).  As access to land is limited, both tenants and landowners allocate their excess 
labor in agricultural labor work (including seasonal migration to coffee plantations, for example).  Not 
only do these jobs generate low incomes but they also increase poor households’ vulnerability to 
employment shocks (such as the current slowdown in the coffee and sugar industries). 

Enabling the rural poor to acquire and own land could to help increase the profitability and incomes of the 
rural farmers.  Asset-poor households are constrained in their ability to buy land as they lack collateral.  
For those who do own land, the inability to prove their ownership (due to a lack of formal land titling) 
limits their access to credit and prevents them from expanding their farm activities and from diversifying 
into non-traditional crops or non-farm employment.  Simulations of how owning land would affect tenant 
households suggest that this would have a large and significant impact on their incomes and welfare, 
giving one clear indication of one policy for reducing poverty in rural areas.  Still, increasing access to 
land alone is not likely to be sufficient (or feasible) to reduce rural poverty significantly.  Additional 
policies will be needed to widen access to credit, to help farmers diversify into cash crops and other farm 
activities, and to provide technical assistance (which is currently non-existent). 

Finally, non-agricultural income may be a crucial route for reducing rural poverty.  The data shows a 
strong negative correlation between non-agricultural activities and poverty.  The dependence of non-poor 
households on agriculture is minimal. 48  In fact, almost half of non-poor households in rural areas are 
landless and are usually self-employed in commerce or manufacturing or in non-farm salaried jobs (such 
as construction or teaching).  While the scope for non-agricultural self-employment for poor households 

                                                                 
48 Except for large landowners and even they have nevertheless diversified their income portfolios to include non-farm activities. 
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is negligible, getting a non-agricultural salaried job would allow even poor people to augment their 
income by a significant amount.  Understanding the constraints that the poor face in engaging in these 
jobs, such as human capital and access to credit is necessary in designing policies. 

Policy Insights 

The findings that have emerged from this study demonstrate the heterogeneous nature of poverty among 
different populations in Guatemala.  This implies that a range of different policies will be crucial for 
reducing poverty.  While prioritizing among various policies is likely to be a challenge, an integrated 
approach is essential.  This paper has highlighted a number of insights that should be taken into account 
in the broad policy framework.  Still, none of them is a stand-alone policy per se.  Addressing one issue 
could also have positive effects on another issue, so that these complementarities reinforce the need for a 
comprehensive policy approach. Nevertheless, the success of any policy agenda for reducing poverty will 
also require macroeconomic stability and overall economic growth. 

Enhancing opportunities needs to be at the center of the poverty policy agenda.  A recurring pattern that 
has arisen in this analysis is the fact that the poor and other marginal populations such as the indigenous 
are not able to participate fully in the economic system.  Therefore, it is vital to increase the number of 
available employment opportunities.  Some specific areas for policy intervention that emerge from the 
analysis are: 

• Reducing the human capital gaps between the poor and non-poor.  While returns to education are 
low (especially to primary schooling), education is still essential to enabling people to access 
high-earning jobs. Therefore, policymakers need to concentrate not only on increasing 
educational attainment but also improving educational quality. 

• Diminishing transaction costs in accessing markets.  Many of the poor live in rural areas that are 
far distant from the towns and cities where most jobs and markets are located. By investing in 
roads and other transportation infrastructure, this will decrease this strong location  disadvantage 
that many of poor face (especially in rural areas) and increase their access to product and factor 
markets, both in agricultural and non-agricultural sectors.   

• Creating mechanisms to discourage labor market discrimination against such groups as women 
or the indigenous. 

• Exploring ways to reach the informal sector, otherwise unaffected by public interventions.  The 
heterogeneity of the informal sector itself suggests that policies could focus not only on giving 
incentives to those in the informal sector to join the formal sector but also on increasing the 
productivity and profitability of the informal sector itself (via credit or human capital 
investments). 

• Re-evaluating and improving the targeting of public transfers to reverse their apparent 
regressiveness. 

The need for a comprehensive rural poverty strategy is also key to Guatemala’s overall poverty 
alleviation plan.  As poverty is highly concentrated in rural areas, special attention must be given to 
increasing rural employment and income generation opportunities.  In particular, the two main areas for 
policymakers are: 

• Promoting growth of non-agricultural sectors, which are likely to be the main engines of rural 
growth and employment.  Despite the potential of the non-farm sector as a vehicle for reducing 
poverty, numerous barriers prevent the poor from accessing such opportunities, including 
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disparities in education levels, transport and basic infrastructure, lack of access to rural credit, and 
geographic disadvantages.  Interventions should thus focus on removing such barriers, with 
targeted investments in education and technical training, policies to promote small- and medium-
scale enterprises (SMEs) which tend to generate employment, and investments in basic services 
and transport. 

• Increasing agricultural productivity and diversification.  While agriculture is unlikely to provide 
a significant source of employment growth for the bulk of the rural poor, efforts should be made 
to increase land and labor productivity and to diversify to non-traditional crops.  Coffee 
production should also take greater advantage of markets for specialty coffees.  This requires 
investments in human and physical capital, as well as access to new technologies, financial 
institutions, and technical assistance.   

Finally, safety nets and risk protection are crucial parts of a poverty strategy.  Even if a successful poverty 
alleviation program is established, some groups may still not benefit.   For example, some policies may 
take a long time to have any impact on welfare, while others may not reach all of those who could benefit 
from them. Therefore, it is  important to create mechanisms to protect vulnerable groups from adverse 
shocks so they can weather periods of economic hardship.  The analysis suggests a number of groups who 
need to be considered for safety net protection: (i) seasonal migrants in the coffee sector as the negative 
permanent shock in the coffee industry is affecting not their own welfare but that of their families who 
depend on the remittances that they send home; (ii) working children, of whom there are more in 
Guatemala than almost anywhere else in the world, whose employment prevents them from going to 
school; (iii) women whose economic welfare is seriously compromised by discrimination in the labor 
market; and (iv) the indigenous, who have limited access in non-agricultural activities and who are 
excluded from gains from the expansion of the non-agricultural sector; and (v) geographically 
“constrained” households, who are not able to access employment creation programs due to the high 
transaction costs involved in  participating in such programs. 
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Appendix 1: Tables 
 

Table 1: Regional Comparative Economic Indicators  a 

 Guatemala Costa Rica El Salvador Honduras Nicaragua Panama 
Population (million)  11 4 6 6 5 3 
Urban Population (% of total)  38 48 47 52 53 56 
GNP (in PPP US$ bn)  40 28 26 14 10 15 
GNP per capita (PPP US$)  3,630 7,880 4,260 2,270 2,060 5,450 
GDP per capita growth (annual %)  0.9 6.1 1.4 -4.5 4.3 1.2 
Agriculture, value added (% of GDP)  23 11 10 16 18 7 
Inflation, GDP deflator (annual)  6 7 4 12 9 1 
Life expectancy at birth, total (years)  65 77 70 70 69 74 
Gini Index (%) 57 46 51 59 60 49 
a Source: World Development Indicators 2001, The World Bank  

 

Table 2: Guatemala: Poverty Indicators  a 

 Headcount Ratio (P0) Intensity (P1) Severity (P2) 
General Poverty 

All Guatemala 56.2 22.6 11.7 
Area    
  Urban 27.1 7.8 3.3 
  Rural 74.5 32.0 17.0 
Ethnic group b    
  Non-indigenous 41.4 14.0 6.5 
  Indigenous 76.1 34.2 18.6 
    K’iche 64.4 26.2 13.6 
    Q’eqchi 83.5 42.0 24.5 
    Kaqchiquel 62.6 24.2 11.9 
    Mam 89.7 43.0 24.2 
    Other indigenous 83.6 38.6 21.1 
    Non-indigenous 41.4 14.0 6.5 
Language ability c    
  Monolingual Spanish 42.2 14.5 6.8 
  Monolingual indigenous  91.7 47.7 28.4 
  Bilingual 75.0 32.2 17.0 

Extreme Poverty 
All Guatemala 15.7 3.7 1.3 
Area    
  Urban 2.8 0.6 0.2 
  Rural 23.8 5.7 2.0 
Ethnic group a    
  Non-indigenous 7.7 1.5 0.5 
  Indigenous 26.5 6.6 2.4 
    K’iche 19.1 4.3 1.5 
    Q’eqchi 38.0 10.3 4.1 
    Kaqchiquel 13.6 2.9 0.9 
    Mam 34.2 9.7 3.6 
    Other indigenous 31.3 7.3 2.4 
    Non-indigenous 7.7 1.5 0.5 
Language ability b    
  Monolingual Spanish 8.1 1.6 0.5 
  Monolingual indigenous  47.9 12.3 4.6 
  Bilingual 22.1 5.5 2.0 
a Based on consumption. 
b Based on household definition of ethnicity. 
c Based on household head’s language ability. 
Source: World Bank calculations using ENCOVI 2000, Instituto Nacional de Estadística - Guatemala. 
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Table 3: Individual Language Ability (in %) 

 Monolingual Spanish Monolingual indigenous Bilingual 
All Guatemala 65 11 24 
Area    
  Urban 81 2 17 
  Rural 56 16 28 
Gender    
  Male 65 9 26 
  Female 65 13 22 
Poverty    
  Extreme poor 34 32 33 
  All poor 50 17 33 
  Non-poor 85 2 12 
Ethnic group    
  Non-indigenous 99 0 1 
  Indigenous 16 27 57 
Indigenous        
    K’iche 25 21 54 
    Q’eqchi 4 63 33 
    Kaqchiquel 25 9 65 
    Mam 19 13 68 
Indigenous male 18 21 61 
Indigenous female 15 32 53 
Age group (for indigenous only)    
  7-13 23 32 45 
  14-18 22 23 55 
  19-25 18 24 58 
  26-40 16 24 60 
  40+ 11 33 56 
Source: World Bank calculations using ENCOVI 2000, Instituto Nacional de Estadística – Guatemala 

 

Table 4: Income per Capita by Poverty Level (in Quetzales) 

 Extreme Poor All Poor Non-poor All 
All Guatemala 1,343 2,347 9,682 5,579 
Area     
  Urban 1,743 3,071 11,768 9,410 
  Rural 1,314 2,180 5,906 3,130 
Region     
  Metropolitana 430 c 3,465 13,214 11,445 
  Norte 1,180 1,907 7,477 2,799 
  Nororiente 1,949 2,735 7,593 5,073 
  Suroriente 1,219 2,216 6,543 3,577 
  Central 1,599 2,630 7,419 4,942 
  Suroccidente 1,416 2,320 7,129 4,053 
  Noroccidente 1,325 2,055 7,395 3,013 
  Peten 1,152 2,182 7,584 3,913 
Ethnic group a     
  Indigenous 1,320 2,131 5,756 3,000 
  Non-indigenous 1,402 2,640 10,868 7,460 
Language ability b     
  Monolingual Spanish 1,460 2,611 10,526 7,184 
  Monolingual indigenous 1,219 1,671 4,309 1,888 
  Bilingual 1,332 2,279 6,106 3,241 
a Based on household definition of ethnicity. 
b Based on household head’s language ability. 
c Very small samples.  
Source: World Bank calculations using ENCOVI 2000, Instituto Nacional de Estadística – Guatemala. 
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Table 5: Income Inequality and Distribution 

 Population Share 
(%) 

Income Share 
(%) 

Gini 
(%) 

All Guatemala 100 100 57 
Area    
  Urban 39 66 54 
  Rural 61 34 47 
Region    
  Metropolitana 22 45 54 
  Norte 8 4 50 
  Nororiente 8 7 47 
  Suroriente 9 6 50 
  Central 11 9 47 
  Suroccidente 26 19 51 
  Noroccidente 13 7 51 
  Peten 3 2 53 
Ethnic group a    
  Indigenous 43 23 46 
  Non-indigenous 57 77 56 
Language ability b    
  Monolingual Spanish 62 80 56 
  Monolingual indigenous  9 3 39 
  Bilingual 29 17 48 
Income quintiles    
  1 (Low) 20 3 22 
  2 20 6 9 
  3 20 11 7 
  4 20 18 11 
  5 (High) 20 62 38 
a Based on household definition of ethnicity. 
b Based on household head’s language ability. 
Source: World Bank calculations using ENCOVI 2000, Instituto Nacional de Estadística – Guatemala. 
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Table 6: Income Sources, by Income Quintiles 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Total
1 2 3 4 5

Income per capita (Q) 653 1,810 2,983 5,110 17,319 5,578
Labor Income (%) 43 72 74 78 73 73
  Agricultural 20 44 30 17 5 13
    Salaries 28 21 15 8 2 6
      Formal sector 9 10 8 5 1 3
      Informal sector 19 11 7 3 1 3
    Net inc. from production -8 23 15 9 3 7
  Non-Agricultural 23 28 44 61 68 60
    Salaries 12 18 33 43 47 42
      Formal sector 6 10 19 30 42 35
      Informal sector 6 8 14 13 5 7
    Own business 11 10 11 18 21 18
      Formal sector 0 1 1 2 6 4
      Informal sector 11 9 10 16 15 14
Non-labor income (%) 55 27 26 22 27 27
  Return to capital  a 31 14 12 10 14 14
  Donations, gifts 22 12 12 10 6 8
    Remittances 5 3 4 6 4 4
    Private 1 1 1 1 1 1
    Public 16 8 7 3 1 3
  Pensions, indemnizaciones 2 1 2 2 4 3
  Other b 0 0 0 0 3 2

Source: World Bank calculations using ENCOVI 2000, Instituto Nacional de Estadística - Guatemala.

Income quintiles

Percentages may not add up to 100 due to rounding.
a
 As interest received was negligible, the return to capital includes: income from rental of equipment, rental of property and the interest 

b
 For example, inheritance or lottery winnings.
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Table 7: Income Sources, by Consumption Quintiles 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Total
1 2 3 4 5

Income per capita (Q) 1,429 2,408 3,487 5,064 15,503 5,578
Labor Income (%) 77 78 77 76 70 73
  Agricultural 49 38 24 14 3 13
    Salaries 30 18 11 6 1 6
      Formal sector 13 9 6 4 1 3
      Informal sector 17 9 5 2 0 3
    Net inc. from production 19 20 13 8 2 7
  Non-Agricultural 28 40 53 62 67 60
    Salaries 17 25 39 47 46 42
      Formal sector 8 13 26 36 42 35
      Informal sector 9 12 13 11 4 7
    Own business 11 15 14 15 21 18
      Formal sector 1 1 1 1 7 4
      Informal sector 10 14 13 14 14 14
Non-labor income (%) 22 22 24 26 30 27
  Return to capital  a 10 8 10 11 16 14
  Donations, gifts 11 12 12 10 6 8
    Remittances 3 4 5 5 4 4
    Private 1 2 1 2 1 1
    Public 7 6 6 3 1 3
  Pensions, indemnizaciones 1 1 1 3 5 3
  Other b 0 1 1 2 3 2

b
 For example, inheritance or lottery winnings.

Source: World Bank calculations using ENCOVI 2000, Instituto Nacional de Estadística - Guatemala.

Consumption quintiles

Percentages may not add up to 100 due to rounding.
a  

As interest received was negligible, the return to capital includes: income from rental of equipment, rental of property and the interest 
received.
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Table 8: Income Sources, by Poverty Classification 

 
 

Extreme Poor All Poor Non-Poor

Income per capita (Q) 1,345 2,349 9,721
Labor Income (%) 78 77 71
  Agricultural 49 34 6
    Salaries 31 17 3
      Formal sector 13 8 2
      Informal sector 18 9 1
    Net inc. from 
production

18 17 3

  Non-Agricultural 29 43 65
    Salaries 17 29 46
      Formal sector 9 17 40
      Informal sector 8 12 6
    Own business 12 14 19
      Formal sector 1 1 5
      Informal sector 11 13 14
Non-labor income (%) 20 22 27
  Return to capital  a 9 9 15
  Donations, gifts 10 11 6
    Remittances 3 4 4
    Private 1 1 1
    Public 6 6 1
  Pensions, 
indemnizaciones

1 1 4

  Other b 0 1 2

b
 For example, inheritance or lottery winnings.

Source: World Bank calculations using ENCOVI 2000, Instituto Nacional de Estadística - Guatemala.

Percentages may not add up to 100 due to rounding.
a 
 As interest received was negligible, the return to capital includes: income from rental of equipment, rental of property and the 

interest received.



Table 9: Labor Force Participation, by Gender and Poverty Group (in %, for Population > 15+) 

 Extreme Poor All Poor Non-poor All 
 M F All M F All M F All M F All 
All Guatemala 93 32 61 92 38 64 86 51 68 89 44 66 
Area             
  Urban 88 38 61 89 50 68 83 56 69 85 55 68 
  Rural 94 32 61 93 34 63 91 41 65 92 36 64 
Region             
  Metropolitana  n.a. b n.a. b 70 92 58 74 86 57 70 87 58 71 
  Norte 95 29 61 95 36 65 89 45 67 93 38 65 
  Nororiente 97 42 69 90 30 59 84 41 61 87 40 60 
  Suroriente 96 17 53 92 19 56 89 39 62 91 27 58 
  Central 91 47 68 93 50 71 89 54 71 92 52 71 
  Suroccidente 92 40 64 92 43 65 85 51 67 89 46 66 
  Noroccidente 92 28 57 93 32 60 84 44 63 91 34 61 
  Peten 95 21 62 93 23 59 89 36 61 91 28 60 
Ethnic group             
  Indigenous 93 34 61 93 41 65 92 54 72 93 44 67 
  Non-indigenous 94 27 59 91 33 61 84 50 66 87 44 64 
Language ability             
  Monolingual indigenous 93 27 59 91 34 62 85 51 67 87 45 65 
  Monolingual Spanish 90 32 52 92 35 53 94 37 50 93 37 53 
  Bilingual 95 39 72 94 46 73 93 58 76 94 50 74 
Age Groups (yrs) a             
  15-18 85 32 58 83 38 60 63 37 50 74 38 56 
  19-24 97 28 59 95 37 63 87 54 69 91 46 66 
  25-59 97 34 64 97 39 67 96 58 76 96 49 71 
  60+ 77 24 49 82 27 54 68 27 47 74 27 50 
Size (in 000’s of people) 371 419 790 1,488 1,635 3,124 1,511 1,710 3,221 3,000 3,345 6,345 
a Age groups cut-off points inclusive. 
b Very small sample. 
Source: World Bank calculations using ENCOVI 2000, Instituto Nacional de Estadística – Guatemala. 
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Table 10: The Labor Force Participation Decision (Probit Estimates)a 

 Male b Female  b 
Individual characteristics 

Educational level completed:   
   Primary 0.011 0.072*** 
   Secondary -0.045*** 0.111*** 
   Higher 0.005 0.247*** 
   Vocational/other 0.004 0.234* 
Age categories:c   
    Between 18-25 0.056*** 0.090*** 
    Between 25-60 0.094*** 0.118*** 
    Over 60 -0.086*** -0.123*** 
Language ability:c 
    Monolingual indigenous -0.017 0.046 
    Bilingual -0.002 0.089** 
Indigenous (yes=1) 0.032** 0.028 
Head of the household (yes=1) 0.099*** 0.215*** 

Household characteristics 
 Number of household members:   
    Ages 0-6 0.012*** -0.029*** 
    Ages 7-14 -0.002 0.017** 
    Ages 15-60 -0.003 0.009* 
    Ages over 60 -0.006 0.006 
Number of working adults 0.059*** 0.521*** 
Total household consumption (Quetzales) -1.77e-6*** -3.61e-7 

Geographic characteristics  
Rural 0.037*** -0.099*** 
Region   
   Norte -0.013 -0.096** 
   Nororiente -0.043*** -0.114** 
   Suroriente -0.003 -0.188*** 
   Central -0.011 0.001 
   Suroccidente -0.035*** -0.040 
   Noroccidente -0.042*** -0.138*** 
   Peten -0.011 -0.202*** 
Sample size 10021 11144 
Fit (adjusted % of correct predictions) 0.11 0.20 
a Dependent variable: Labor Force Participant (Yes/No) 
b Marginal effects are reported 
c The omitted variable for education is no education, for the age categories are those between 15-19, 
for language ability is monolingual Spanish, and for geographic are is urban. 
Significant levels: * = 90%, ** = 95%, *** = 99% 
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Table 11: Unemployment Rates in Guatemala over Time (in %) 

 1994 a 1995 a 1996 a 1997 a 1998 a 1999 2000 b 
Unemployment Rates: 3.3 3.7 3.7 5.0 5.9 n.a. 1.8 
a Source: Official estimates from (Ministerio de Trabajo) 
b See Box 1 for definitions. Source: World Bank calculations using ENCOVI 2000, Instituto Nacional de 
Estadística - Guatemala. 

 
 

Table 12: Unemployment Rates, by Gender and Poverty Group (for Population > 15+) 

 Extreme Poor All Poor Non-poor All 
 M F All M F All M F All M F All 
All Guatemala 1.5 1.2 1.4 1.1 1.4 1.2 2.5 2.7 2.6 1.7 2.4 1.8 
Area             
  Urban 2.7 0.7 2.0 1.9 2.6 2.2 3.0 3.4 3.2 2.7 3.2 3.0 
  Rural 1.4 1.2 1.4 0.9 1.0 1.0 1.6 0.8 1.3 1.1 1.0 1.1 
Ethnic group             
  Indigenous 0.4 0.5 0.4 0.6 0.6 0.6 1.3 1.1 1.2 0.8 0.8 0.8 
  Non-indigenous 4.1 3.1 3.9 1.7 2.7 2.0 2.8 3.2 3.0 2.4 3.1 2.6 
Language ability             
  Monolingual Spanish  3.5 2.6 3.3 1.8 2.5 2.0 2.8 3.1 2.9 2.4 2.9 2.6 
  Monolingual indigenous 0 0.1 0.1 0.2 0.2 0.2 0 0 0 0.2 0.2 0.2 
  Bilingual 0.7 1.2 0.8 0.5 0.8 0.6 0.9 1.1 1.0 0.6 0.9 0.7 
Age Groups (yrs) a             
  15-18 2.0 1.8 1.9 1.8 1.8 1.8 3.8 2.6 3.3 2.5 2.1 2.4 
  19-24 4.8 1.2 3.8 2.1 1.7 2.0 4.5 2.7 3.7 3.2 2.3 2.9 
  25-59 0.6 1.1 0.7 0.7 1.3 0.9 1.8 3.0 2.3 1.3 2.3 1.7 
  60+ 0 0 0 0.4 0.6 0.5 1.2 0.6 1.0 0.8 0.6 0.8 
Size (in 000’s of people) 371 419 790 1,488 1,635 3,124 1,511 1,710 3,221 3,000 3,345 6,345 
a Age groups cut-off points inclusive. 
Source: ENCOVI 2000, Instituto Nacional de Estadística – Guatemala. 
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Table 13: Underemployment: Percentage of People Working Less Than 40 hours/week, 
by Gender and Poverty Group (for Employed Population > 15) 

 
  Extreme Poor All Poor Non-poor All 
 M F All M F All M F All M F All 
All Guatemala 25 49 41 29 58 38 23 43 31 26 50 34 
Area             
  Urban 19 56 32 14 47 27 18 40 28 17 41 28 
  Rural 27 60 36 25 60 35 22 49 31 25 56 34 
Ethnic group             
  Indigenous 26 64 37 25 62 37 25 54 36 25 59 37 
  Non-indigenous 26 45 31 21 47 28 18 39 27 19 41 27 
Language ability             
  Monolingual Spanish  25 47 30 21 47 28 19 41 28 20 42 28 
  Monolingual indigenous 26 64 41 27 66 45 33 58 47 28 65 45 
  Bilingual 27 64 35 25 63 35 24 49 33 25 57 35 
Age Groups (yrs) a             
  15-18 28 49 34 28 45 34 30 41 34 29 43 34 
  19-24 21 46 28 20 49 30 17 36 25 19 41 27 
  25-59 25 68 37 21 62 34 17 44 28 19 51 30 
  60+ 38 47 41 32 61 39 34 46 37 33 53 38 
Size (in 000’s of people) 371 419 790 1,488 1,635 3,124 1,511 1,710 3,221 3,000 3,345 6,345 
a Age groups cut-off points inclusive. 
Source: ENCOVI 2000, Instituto Nacional de Estadística – Guatemala. 

 
 

Table 14: Underemployment Revisited: Percentage of People Who Would Work More,  
by Gender and Poverty Group (for Employed Population > 15) 

 Extreme Poor All Poor Non-poor All 
 M F All M F All M F All M F All 
All Guatemala 14 10 13 16 13 15 23 20 22 20 17 19 
Area             
  Urban 13 19 15 15 19 16 25 22 24 23 21 22 
  Rural 14 9 13 17 10 15 20 14 18 17 12 16 
Ethnic group             
  Indigenous 11 10 11 14 10 13 21 17 20 16 12 15 
  Non-indigenous 22 10 19 19 17 18 24 21 22 22 20 21 
Language ability             
  Monolingual Spanish  20 10 18 19 17 19 24 21 23 22 20 21 
  Monolingual indigenous 14 5 10 12 8 10 19 14 16 12 9 11 
  Bilingual 9 17 11 13 10 12 20 14 18 15 12 14 
Age Groups (yrs) a             
  15-18 12 10 12 16 9 13 19 15 17 17 11 15 
  19-24 13 14 14 14 14 14 23 21 22 18 18 18 
  25-59 16 10 14 18 14 17 26 21 24 22 18 21 
  60+ 7 3 6 7 8 7 11 10 11 9 9 9 
Size (in 000’s of people) 371 419 790 1,488 1,635 3,124 1,511 1,710 3,221 3,000 3,345 6,345 
a Age groups cut-off points inclusive. 
Source: ENCOVI 2000, Instituto Nacional de Estadística – Guatemala. 

 



 49

 
 
 

Table 15: Distribution of Workers by Sector, by Gender and Poverty Group  
(in %, for employed population > 15) 

 Extreme Poor All Poor Non-poor All Number  
 (in 000’s) 

 M F All M F All M F All M F All  
Agriculture 83 41 71 68 27 55 25 6 17 47 15 36 1,452 
Mining 0.2 1 0.3 0.2 0.1 0.2 1 0 1 1 0.1 0.3 14 
Manufacturing 3 26 9 6 25 12 16 17 16 11 20 14 577 
Basic servicesa 0.3 0 0.2 0.2 0 0.2 1 0.3 1 1 0.2 0.4 15 
Construction 4 0 3 8 0.2 6 10 0.4 6 9 0.3 6 237 
Commerce 5 17 8 8 29 15 20 41 29 14 36 22 895 
Transport 2 2 2 3 2 3 6 1 4 4 2 3 134 
Financial services 0.3 2 1 1 2 1 5 5 5 3 3 3 122 
Community servicesb 2 12 5 6 16 9 17 29 22 11 24 16 637 
All 100 100 100 100 100 100 100 100 100 100 100 100 4,082 
Total # employed (in 000’s) 340 132 472 1,359 605 1,964 1,267 850 2,117 2,627 1,455 4,082  
a Basic services such as electricity, water, sanitation, garbage collection etc. 
b  Public and community services such as public administration, defense, sports associations, NGOs, domestic services. 
Percentages may not add up to 100 due to rounding.  

Source: World Bank calculations using ENCOVI 2000, Instituto Nacional de Estadística - Guatemala. 
 

 
Table 16: Distribution of Workers by Type of Employment, by Gender and Poverty Group 

(in %, for population > 15+) 

 Extreme Poor All Poor Non-poor All Number  
 (in 000’s) 

 M F All M F All M F All M F All  
Public sector 1 1 1 2 3 2 8 8 8 4 5 5 212 
Private sector: 99 99 99 98 97 98 92 92 92 96 95 95 3,870 
  White Collar a 10 7 9 22 13 20 49 35 43 35 25 32 1,217 
  Blue Collar b 35 12 29 26 10 21 7 1 5 17 5 13 499 
  Domestic laborer 0 9 3 0 10 3 1 8 4 1 9 3 135 
  Self-employed 36 35 36 35 41 37 36 41 38 36 41 38 1,449 
  Unpaid laborer 18 37 24 17 27 19 8 15 10 12 20 15 570 
All 100 100 100 100 100 100 100 100 100 100 100 100 4,082 
Total # employed (‘000) 340 132 472 1,359 605 1,964 1,267 850 2,117 2,627 1,455 4,082  
a White collar workers are employees of private enterprises. 
b Blue collar workers are day laborers (jornaleros). 
Percentages may not add up to 100 due to rounding 
Source: World Bank calculations using ENCOVI 2000, Instituto Nacional de Estadística - Guatemala. 
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Table 17: Employment in the Informal Sector, by Gender and Poverty Group (in %, for population > 15+) 

 Extreme Poor All Poor Non-poor All 
  M F All M F All M F All M F All 
All 75 87 78 72 81 75 52 64 57 62 71 65 
Type of Employment             
  Private sector: 76 87 79 74 84 77 56 69 62 66 75 69 
    White Collar a 45 88 54 46 55 48 26 27 27 33 33 33 
    Blue Collar b 56 52 55 59 47 57 61 36 59 59 46 58 
    Domestic Employee 100 100 100 100 100 100 100 100 100 100 100 100 
    Self-employed 97 98 97 95 97 96 90 95 92 93 96 94 
    Unpaid laborer 90 85 88 89 84 87 85 81 83 88 83 85 
Sector             
  Agriculture 77 75 77 77 69 76 77 66 75 77 69 76 
  Mining 100 100 100 48 100 61 39 100 43 41 100 47 
  Manufacturing 62 96 88 54 81 72 37 54 44 42 68 55 
  Basic servicesc n.a.e n.a.e n.a.e 43 n.a.e 43 13 29 17 20 29 22 
  Construction 58 n.a.e 58 65 87 66 52 45 52 58 58 58 
  Commerce 86 94 91 72 91 83 56 80 70 61 83 74 
  Transport 74 83 76 72 77 73 62 28 58 65 54 64 
  Financial services 100 92 94 47 64 56 28 23 26 31 31 31 
  Community servicesd 38 95 77 47 87 69 31 55 44 35 64 51 
Geographic Area             
  Urban 71 94 79 63 77 68 44 58 51 49 62 55 
  Rural 76 86 78 74 83 77 64 79 69 71 82 75 
Education Level Completed             
  No Education 79 86 81 77 86 81 74 90 82 77 87 81 
  Primary 74 84 69 72 76 74 61 74 66 68 75 70 
  Secondary 36 89 45 59 58 59 40 46 42 44 47 45 
  Higher n.a.e n.a.e 28 45 71 51 26 30 28 27 31 29 
  Vocational/other 91 100 73 77 80 78 81 77 79 78 78 78 
a White collar workers are employees of private enterprises. 
b Blue collar workers are day laborers (jornaleros). 
c Basic services such as electricity, water, sanitation, garbage collection etc. 
d  Public and community services such as public administration, defense, sports associations, NGOs, domestic services. 
e Small sample. 
Source: World Bank calculations using ENCOVI 2000, Instituto Nacional de Estadística – Guatemala. 
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Table 18: Informal Employment (Probit Estimates) a 

 Male b Female  b 
Individual characteristics 

Educational level completed:   
   Primary 0.005 -0.146** 
   Secondary -0.113*** -0.399*** 
   Higher -0.151** -0.612*** 
   Vocational/other 0.090 -0.068 
Job training (yes=1) -0.237*** -0.261*** 
Experience (years) 0.017*** 0.004 
Experience squared -0.002*** -0.0001 
Age categories:c   
    Between 18-25 -0.030 -0.129 
    Between 25-60 -0.022 -0.059 
    Over 60 -0.062 0.200** 
Language ability:c   
    Monolingual indigenous 0.097* 0.011 
    Bilingual 0.118*** -0.088 
Indigenous (yes=1) 0.026 0.048 
Head of the household (yes=1) -0.023 -0.235 

Household characteristics 
 Number of household members:   
    Ages 0-6 -0.002 0.045* 
    Ages 7-14 -0.012* -0.040** 
    Ages 15-60 -0.030*** -0.017* 
    Ages over 60 -0.030* -0.005*** 
Total household consumption (Quetzales) -3.97e-06** 2.65e-06 

Geographic characteristics  
Rural 0.085*** 0.082 
Region   
   Norte -0.033 0.166** 
   Nororiente 0.032 0.180** 
   Suroriente 0.046 0.210** 
   Central -0.003 0.098** 
   Suroccidente 0.040 0.114*** 
   Noroccidente 0.176*** 0.233*** 
   Peten 0.163*** 0.230*** 
Selectivity 0.368*** -0.453* 
Sample Size 8692 4757 
Fit (adjusted % of correct predictions) 0.24 0.22 
a Dependent variable: Employment sector (Yes=Informal, No=Formal). See Box 2 for definitions. 
b Marginal effects are reported 
c The omitted variable for education is no education, for the age categories are those between 15-19, for 
language ability is monolingual Spanish, and for geographic are is urban. 
Significant levels: * = 90%, ** = 95%, *** = 99% 
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Table 19: Household Labor Allocation (% of Household Members Working in:) a  
 Public White Collar Blue Collar Domestic Self Employed Total 
All Guatemala 5 35 16 4 40 100 
Area       
  Urban 9 47 7 5 32 100 
  Rural 3 26 23 3 46 100 
Region       
  Metropolitana 7 59 2 4 28 100 
  Norte 5 20 29 3 43 100 
  Nororiente 6 27 18 4 45 100 
  Suroriente 6 23 22 4 45 100 
  Central 4 39 17 5 35 100 
  Suroccidente 5 31 19 4 40 100 
  Noroccidente 3 12 24 3 58 100 
  Peten 9 18 12 3 58 100 
Ethnic group b       
  Indigenous 3 23 23 3 48 100 
  Non-indigenous 7 43 11 4 35 100 
Language ability c       
  Monolingual Spanish 7 42 12 5 35 100 
  Monolingual indigenous 1 10 36 3 51 100 
  Bilingual 4 25 19 3 49 100 
Poverty status       
  Extreme Poor 1 13 38 4 45 100 
  All Poor 3 25 25 4 43 100 
  Non-poor 9 47 5 4 36 100 
Income quintiles       
  1 (Low) 0 8 25 2 64 100 
  2 2 19 28 4 47 100 
  3 3 35 22 4 36 100 
  4 4 48 10 5 33 100 
  5 (High) 14 49 2 4 31 100 
a  Using only those employed and age > 15. 
b Based on household definition of ethnicity. 
c Based on household head’s language ability. 
Percentages may not add up to 100 due to rounding 
Source: World Bank calculations using ENCOVI 2000, Instituto Nacional de Estadística - Guatemala. 

 
 
 
 



Table 20: Household Labor Allocation (% of Household Members Working in:) a 
 Agriculture Mining Manufacturing Basic servicesb Construction Commerce Transport Financial Services Community c Total 
All Guatemala 38 0 14 0 6 21 3 3 14 100 
Area           
  Urban 12 0 19 1 6 30 4 5 25 100 
  Rural 56 0 10 0 6 15 3 1 8 100 
Region           
  Metropolitana 7 1 20 1 9 29 4 5 24 100 
  Norte 65 0 10 0 3 10 1 1 9 100 
  Nororiente 45 0 11 0 4 20 4 2 14 100 
  Suroriente 56 0 8 0 7 14 2 1 11 100 
  Central 32 0 18 0 5 18 9 3 14 100 
  Suroccidente 40 0 11 0 7 25 2 2 12 100 
  Noroccidente 60 0 14 0 3 14 1 1 8 100 
  Peten 59 1 6 0 3 15 3 2 11 100 
Ethnic groupd           
  Indigenous 50 0 13 0 5 19 3 1 9 100 
  Non-indigenous 29 0 14 0 7 23 4 3 19 100 
Language abilitye           
  Monolingual Spanish 30 0 14 0 8 22 4 3 18 100 
  Monolingual indigenous 68 0 11 0 3 13 1 1 4 100 
  Bilingual 46 0 14 0 5 21 3 2 9 100 
Poverty status           
  Extreme Poor 70 0 9 0 3 9 2 1 5 100 
  All Poor 55 0 12 0 6 15 3 1 9 100 
  Non-poor 16 1 17 1 7 29 4 5 21 100 
Income quintiles           
  1 (Low) 73 0 9 0 2 10 2 0 3 100 
  2 58 0 12 0 6 14 2 1 7 100 
  3 42 1 12 0 7 20 3 1 14 100 
  4 21 0 18 0 9 28 5 2 16 100 
  5 (High) 8 0 16 1 6 29 4 8 28 100 
a  Using only those employed and age > 15. 
b Basic services such as electricity, water, sanitation, garbage collection etc. 
c  Public and community services such as public administration, defense, sports associations, NGOs, domestic services.  

d Based on household definition of ethnicity. 
e Based on household head’s language ability. 
Percentages may not add up to 100 due to rounding 
Source: World Bank calculations using ENCOVI 2000, Instituto Nacional de Estadística - Guatemala. 

 
 
 
 
 
 





Table 21: The Role of Location: Household Descriptive Statistics,  
by Municipality Population Size 

 Municipality Population Size 
 <10,000 10,000-30,000 >30,000 
% of rural households 75 67 40 
Household size (number) 6.8 6.3 6.1 
Indigenous (%) 53 43 25 
Household head is male (%) 88 86 84 
Household head education (years) 2.4 3.6 5.1 
Annual consumption (per capita, in Quetzales) 4071 6327 8655 
Annual income (per capita, in Quetzales) 3454 6212 7840 
Income sources (%):    
   Agricultural self-employed 16 8 4 
   Agricultural salaries (jornaleros) 12 6 3 
   Non-farm self-employed 17 16 19 
   Non-farm salaried 29 44 48 
   Non-labor a 26 26 27 
Poverty and inequality    
   Extreme Poor (%) 25 16 8 
   All Poor (%) 71 59 38 
   Income inequality (Gini, in %) 55 62 58 
a  This includes returns to capital, private and public transfers as well as pensions.  
Sources:  World Bank calculations using ENCOVI 2000, Instituto Nacional de Estadística – Guatemala; and Guatemala 1994 Census. 

 
 
 

Table 22: The Role of Location: Urban Household Descriptive Statistics,  
by Municipality Population Size 

 Municipality Population Size 
 <10,000 10,000-30,000 >30,000 
Household size (number) 6.4 5.6 5.5 
Indigenous (%) 41 28 16 
Household head is male (%) 87 82 79 
Household head education (years) 3.9 6.1 7.1 
Annual consumption (per capita, in Quetzales) 6,130 11,323 11,797 
Annual income (per capita, in Quetzales) 5,452 11,200 10,887 
Income sources (%):    
   Agricultural self-employed 6 2 1 
   Agricultural salaries (jornaleros) 6 1 1 
   Non-farm self-employed 23 15 19 
   Non-farm salaried 38 55 51 
   Non-labor a 27 27 28 
Poverty and inequality    
   Extreme Poor (%) 8 4 1 
   All Poor (%) 49 28 16 
   Income inequality  (Gini, in %) 58 58 54 
a  This includes returns to capital, private and public transfers as well as pensions.  
Sources:  World Bank calculations using ENCOVI 2000, Instituto Nacional de Estadística – Guatemala; and Guatemala 1994 Census. 
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Table 23: The Role of Location: Rural Household Descriptive Statistics,  
by Municipality Population Size 

 Municipality Population Size 
 <10,000 10,000-30,000 >30,000 
Household size (number) 7.0 6.8 6.8 
Indigenous (%) 56 51 39 
Household head is male (%) 89 88 91 
Household head education (years) 1.9 2.3 2.1 
Annual consumption (per capita, in Quetzales) 3400 3747 3939 
Annual income (per capita, in Quetzales) 2848 3584 3257 
Income sources (%):    
   Agricultural self-employed 23 16 18 
   Agricultural salaries (jornaleros) 15 14 11 
   Non-farm self-employed 11 18 17 
   Non-farm salaried 25 27 31 
   Non-labor a 26 25 23 
Poverty and inequality    
   Extreme Poor (%) 30 23 19 
   All Poor (%) 78 76 70 
   Income inequality (Gini, in %) 49 52 51 
a  This includes returns to capital, private and public transfers as well as pensions.  
Sources:  World Bank calculations using ENCOVI 2000, Instituto Nacional de Estadística – Guatemala; and Guatemala 1994 Census. 
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Table 24: Mean Hourly Earnings by Gender   
(in Quetzales and Excluding Self-employment and Unpaid Labor) a   

 Male Female All 
All Guatemala 7.3 7.2 7.3 
Area    
  Urban 10.6 8.7 9.9 
  Rural 4.5 3.9 4.4 
Region    
  Metropolitana 11.8 9.5 10.9 
  Norte 4.4 5.0 4.5 
  Nororiente 6.2 6.8 6.4 
  Suroriente 5.2 5.9 5.3 
  Central 6.0 5.3 5.8 
  Suroccidente 5.3 5.3 5.3 
  Noroccidente 5.2 4.7 5.1 
  Peten 7.6 9.6 8.1 
Ethnic group    
  Indigenous 4.6 3.8 4.4 
  Non-indigenous 8.7 8.5 8.6 
Language ability    
  Monolingual Spanish 8.3 8.1 8.2 
  Monolingual indigenous 2.6 2.3 2.5 
  Bilingual 5.1 4.6 5.0 
Type of Employment    
Public sector 16.2 15.9 16.1 
Private sector: 6.4 5.9 6.3 
  White Collar b 8.1 7.6 8.0 
  Blue Collar c 3.0 2.5 3.0 
  Domestic Employee 3.3 2.9 2.9 
Informal 4.1 3.5 3.9 
Private formal 8.1 8.2 8.1 
Sector    
  Agriculture 3.3 3.1 3.3 
  Mining 10.2 n.a.f 10.2 
  Manufacturing 7.7 5.5 6.9 
  Basic services d 14.8 n.a.f 14.8 
  Construction 6.3 n.a.f 6.3 
  Commerce 8.4 5.4 7.4 
  Transport 6.7 9.0 7.1 
  Financial services 16.7 14.4 15.8 
  Community servicese 12.0 8.4 10.1 
Education Level Completed    
  No Education 3.4 2.7 3.2 
  Primary 4.6 3.8 4.4 
  Secondary 9.1 9.7 9.3 
  Higher 27.2 18.9 23.9 
  Vocational/other 3.7 3.1 3.4 
Poverty status    
  Extreme Poor 3.0 2.1 2.8 
  All Poor 3.8 3.0 3.6 
  Non-poor 10.4 9.4 10.0 
a  Using only those employed and age > 15. 
b White collar workers are employees of private enterprises.  
c Blue collar workers are day laborers (jornaleros). 
d Basic services such as electricity, water, sanitation, garbage collection etc. 
e  Public and community services such as public administration, defense, sports associations, NGOs, domestic services. 
f Small or no sample. 
Source: World Bank calculations using ENCOVI 2000, Instituto Nacional de Estadística - Guatemala. 
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Table 25: Mean Hourly Earnings by Gender   
(in Quetzales, for Self-employment and Excluding Unpaid) a   

  Male Female All 
All Guatemala 5.9 5.5 5.7 
Area    
  Urban 9.5 7.9 8.8 
  Rural 3.9 3.2 3.7 
Region    
  M etropolitana 11.8 8.9 10.4 
  Norte 3.3 1.8 2.8 
  Nororiente 5.4 7.2 6.1 
  Suroriente 5.5 3.8 5.0 
  Central 4.2 3.4 3.8 
  Suroccidente 4.6 3.8 4.3 
  Noroccidente 4.4 5.5 4.8 
  Peten 3.6 4.6 3.8 
Ethnic group    
  Indigenous 3.6 3.4 3.5 
  Non-indigenous 7.9 7.0 7.5 
Language ability    
  Monolingual Spanish 7.6 6.8 7.2 
  Monolingual indigenous 1.9 2.2 2.1 
  Bilingual 4.0 3.9 4.0 
Type of Employment    
  Self employed 5.9 5.5 5.7 
  Informal 5.0 5.2 5.1 
  Private formal 16.1 11.9 15.1 
Sector    
  Agriculture 2.8 3.8 2.9 
  Mining n.a. d n.a. d n.a. d  
  Manufacturing 8.1 4.0 5.4 
  Basic services c n.a. d n.a. d n.a. d 
  Construction 9.9 n.a. d 9.9 
  Commerce 8.4 5.4 6.4 
  Transport 10.7 n.a. d 10.7 
  Financial services 21.2 15.9 19.2 
  Community servicesd 13.6 8.1 10.3 
Education Level Completed    
  No Education 2.9 3.2 3.1 
  Primary 5.1 4.7 4.9 
  Secondary 9.9 11.4 10.1 
  Higher 23.2 20.9 22.3 
  Vocational/other 1.4 3.9 2.5 
Poverty status    
  Extreme Poor 2.2 2.3 2.3 
  All Poor 3.0 3.5 3.2 
  Non-poor 8.8 6.9 8.0 
a  Using only those employed and age > 15. 
b Basic services such as electricity, water, sanitation, garbage collection etc. 
c  Public and community services such as public administration, defense, sports associations, NGOs, domestic services. 
d Small or no sample. 
Source: World Bank calculations using ENCOVI 2000, Instituto Nacional de Estadística - Guatemala. 
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Table 26: Earnings Regressions (Heckman Selectivity Model), by Gender a 
 Male Female 

Individual characteristics 
Educational level completed:   
   Primary 0.11*** 0.17** 
   Secondary 0.27*** 0.54*** 
   Higher 0.74*** 0.76*** 
   Vocational/other -0.25 -0.10 
Job training (yes=1) 0.10*** 0.15** 
Experience (years) 0.002 0.02 
Experience squared -0.0003** -0.0003 
Language ability:c   
    Monolingual indigenous -0.29*** -0.33** 
    Bilingual -0.13** -0.01 
Indigenous (yes=1) -0.03 -0.08 
Head of the household (yes=1) 0.19*** 0.17 

Household characteristics 
 Number of household members:   
    Ages 0-6 0.04*** 0.06* 
    Ages 7-14 0.03*** 0.05* 
    Ages 15-60 0.04*** -0.02 
    Ages over 60 0.05*** -0.01 
Total household consumption (Quetzales) 0.00004*** 0.00003*** 

Geographic characteristics  
Rural -0.03 -0.11 
Region   
   Norte -0.01 -0.32*** 
   Nororiente 0.07 -0.30** 
   Suroriente -0.03 -0.10 
   Central -0.05 -0.12 
   Suroccidente -0.01 -0.18* 
   Noroccidente -0.17*** -0.03 
   Peten -0.01 -0.25 

Job Characteristics  
Public sector 0.30*** 054*** 
Formal sector 0.48*** 0.68*** 
Agricultural sector -0.57*** -0.04 
    Constant 0.58*** -0.37*** 
Selectivity 0.01 -0.02*** 
Sample Size 7226 3767 
a Dependent variable: log of hourly earnings.  See Box 4 for definitions. 
b The omitted variable for education is no education, for language ability is monolingual 
Spanish, for geographic area is urban, for public sector is private and for formal sector is 
informal. 
Significant levels: * = 90%, ** = 95%, *** = 99% 
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Table 27: How Binding is the Minimum Wage? 
Average and Minimum Hourly Total Labor Earnings by Sector (in Quetzales) 

 
 Official Minimum b Actual Average c Average for those earning more 

than minimum wage c 
Average for those earning 
less than minimum wage c 

Agriculture 3.16 3.18 5.08 2.13 
Non-Agriculture 3.45 8.39 11.50 2.06 
a Includes all forms of payment (cash, kind, etc.) for paid  workers (excluding unpaid laborers and the self-employed). 
b Source: Ministerio de Trabajo, Guatemala 
c Source: World Bank calculations using ENCOVI 2000, Instituto Nacional de Estadística - Guatemala. 

 
 
 
 
 

Table 28: Enforcement of the Minimum Wage: 
Percentage of Employees Receiving Less than the Minimum Wage, by Poverty Group 

 
 Extreme Poor All Poor Non-Poor All 

Total % < min. wage 75 62 25 41 
Agriculture 78 70 46 64 
Non-agriculture 70 55 22 33 
Formal 61 48 14 26 
Informal 85 73 50 64 
Indigenous 82 71 39 61 
Non-indigenous 62 52 22 32 
Excludes unpaid laborers and the self-employed. 
Source: World Bank calculations using ENCOVI 2000, Instituto Nacional de Estadística - Guatemala. 
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Table 29: Multiple Job Holding: Percentage of People with Two Jobs,  by Gender 
 

 Male Female All 
All Guatemala 17 10 14 
Area    
  Urban 13 11 12 
  Rural 19 9 16 
Region    
  Met ropolitana 10 8 9 
  Norte 20 4 15 
  Nororiente 22 8 18 
  Suroriente 12 6 11 
  Central 18 13 16 
  Suroccidente 20 13 17 
  Noroccidente 21 10 18 
  Peten 13 9 12 
Ethnic group    
  Indigenous 21 10 17 
  Non-indigenous 14 9 13 
Language ability    
  Monolingual Spanish 14 9 13 
  Monolingual indigenous 16 8 12 
  Bilingual 23 12 20 
Education Level Completed    
  No Education 20 10 16 
  Primary 16 9 14 
  Secondary 14 10 13 
  Higher 19 12 16 
  Vocational/other 16 34 22  
Poverty status    
  Extreme Poor 19 7 15 
  All Poor 19 9 16 
  Non-poor 14 10 13 
a  Using only those employed and age > 15. 
Source: World Bank calculations using ENCOVI 2000, Instituto Nacional de Estadística - Guatemala. 
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Table 30: Applicability of the Labor Code: Percentage of Private Sector Employees 
Receiving the 13th Month Salary Benefit a 

 
 % Receiving % of Total Recipients 
All Guatemala 33 100 
Gender 
   Male 
   Female 

 
31 
42 

 
66 
34 

Poverty Group 
   Extreme Poor 
   All Poor 
   Non-Poor 

 
7 
16 
49 

 
2 
21 
79 

Area 
   Urban  
   Rural 

 
46 
21 

 
70 
30 

Type of Employment 
   White collarb 
   Blue collar c   

 
46 
6 

 
91 
9 

By Formal vs. Informal Sector 
   Informal 
   Formal 

 
12 
48 

 
14 
86 

Ethnic group   
  Indigenous 17 83 
  Non-indigenous 42 17 
Language ability   
  Monolingual Spanish 40 87 
  Monolingual indigenous 7 1 
  Bilingual 17 12 
By Sector 
   Agriculture 
   Mining 
   Manufacturing 
   Basic services 
   Construction 
   Commerce 
   Transport  
   Financial services  
   Community/public services  

 
17 
75 
47 
34 
19 
39 
28 
60 
51 

 
12 
1 
20 
1 
5 
16 
3 
8 
15 

a Private sector workers includes day laborers and those in private enterprises (excludes self-employed and unpaid labor). 
b Private enterprise employees. 
c Day laborers. 
Source: World Bank calculations using ENCOVI 2000, Instituto Nacional de Estadística - Guatemala.  
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Table 31: Job Security: Percentage of People with a Contract at Work  
 No Contract Temporary  Permanent 
All Guatemala 88 9 3 
Area    
  Urban 80 16 4 
  Rural 95 4 1 
Region    
  Metropolitana 77 18 5 
  Norte 93 5 2 
  Nororiente 87 10 3 
  Suroriente 91 7 2 
  Central 89 7 4 
  Suroccidente 92 5 3 
  Noroccidente 96 3 1 
  Peten 91 6 3 
Ethnic group    
  Indigenous 95 3 2 
  Non-indigenous 84 13 3 
Language ability    
  Monolingual Spanish 84 12 4 
  Monolingual indigenous 100 0 0 
  Bilingual 94 4 2 
Type of Employment    
Public 23 62 15 
Private  92 6 2 
  White Collar 71 22 7 
  Blue Collar 100 0 0 
  Domestic 100 0 0 
  Self employed 100 0 0 
  Unpaid 100 0 0 
Informal 100 0 0 
Formal 68 25 7 
Sector    
  Agriculture 98 1 1 
  Mining n.a.d n.a.d n.a.d 
  Manufacturing 84 12 4 
  Basic services c n.a.d n.a.d n.a.d 
  Construction 88 5 7 
  Commerce 93 7 0 
  Transport 89 9 2 
  Financial services 58 34 8 
  Community servicesd 67 25 9 
Education Level Completed    
  No Education 98 2 0 
  Primary 93 5 2 
  Secondary 73 21 6 
  Higher 47 41 12 
  Vocational/other 100 0 0 
Poverty status    
  Extreme Poor 99 1 0 
  All Poor 96 3 1 
  Non-poor 80 15 5 
a  Using only those employed and age > 15. 
b Basic services such as electricity, water, sanitation, garbage collection etc. 
c  Public and community services such as public administration, defense, sports 
associations, NGOs, domestic services. 
d Small or no sample. 
Source: World Bank calculations using ENCOVI 2000, Instituto Nacional de Estadística 
- Guatemala. 
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Table 32: Remittances: Who Receives Them? a 
 % Receiving 
 Domestic International Any 
All Guatemala 13 9 20 
Poverty Group 
   Extreme Poor 
   All Poor 
   Non-Poor 

 
9 
11 
17 

 
2 
6 
12 

 
11 
16 
27 

Area 
   Urban  
   Rural 

 
17 
11 

 
10 
8 

 
24 
19 

Region    
  Metropolitana 16 8 22 
  Norte 6 2 7 
  Nororiente 16 11 25 
  Suroriente 18 7 24 
  Central 11 5 14 
  Suroccidente 14 11 25 
  Noroccidente 11 11 22 
  Peten 9 4 13 
Ethnic group    
  Indigenous 11 7 17 
  Non-indigenous 15 10 24 
Language ability    
  Monolingual Spanish 15 9 23 
  Monolingual indigenous 10 6 16 
  Bilingual 11 8 17 
a At the household level. 
b Based on household definition of ethnicity. 
Source: World Bank calculations using ENCOVI 2000, Instituto Nacional de Estadística - Guatemala.  

 
Table 33: Remittances as a Percentage of Total Income per Capita, by Poverty Level (%)a 

 Extreme Poor All Poor Non-poor All 
All Guatemala 18 21 16 17 
Area     
  Urban 39 20 14 15 
  Rural 17 21 23 22 
Region     
  Metropolitana n.a.a 13 12 12 
  Norte 29 18 15 16 
  Nororiente 7 15 20 19 
  Suroriente 6 18 22 21 
  Central 9 12 13 13 
  Suroccidente 14 19 23 22 
  Noroccidente 27 32 29 30 
  Peten n.a.a 25 15 18 
Ethnic group b     
  Indigenous 21 24 19 22 
  Non-indigenous 14 18 16 16 
Language ability c     
  Monolingual Spanish 15 17 16 16 
  Monolingual indigenous  21 32 35 33 
  Bilingual 20 24 21 22 
a For those that received remittances. 
b Based on household definition of ethnicity. 
c Based on household head’s language ability. 
d Very small samples. 
Source: World Bank calculations using ENCOVI 2000, Instituto Nacional de Estadística - Guatemala. 
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Table 34: Domestic Remittances: Amount Received per Capita, by Poverty Level (in Quetzales) a 
 Extreme Poor All Poor Non-poor All 
All Guatemala 268 335 1,076 739 
Area     
  Urban n.a.d 364 1,219 1,073 
  Rural 259 328 706 438 
Region     
  Metropolitana n.a.d 217 1,241 1,176 
  Norte n.a.d 436 756 512 
  Nororiente n.a.d 331 848 619 
  Suroriente 94 416 1,146 680 
  Central n.a.d 246 523 432 
  Suroccidente 223 293 1,171 644 
  Noroccidente 408 382 914 492 
  Peten n.a.d 260 859 507 
Ethnic group b     
  Indigenous 316 330 339 403 
  Non-indigenous 202 340 1,222 912 
Language ability c     
  Monolingual Spanish 202 322 1,185 868 
  Monolingual indigenous  328 431 722 461 
  Bilingual 311 318 579 423 
a Using only households that received domestic remittances. 
b Based on household definition of ethnicity. 
c Based on household head’s language ability. 
d Very small samples. 
Source: World Bank calculations using ENCOVI 2000, Instituto Nacional de Estadística - Guatemala. 

 
 

Table 35: International Remittances: Amount Received per Capita, by Poverty Level (in Quetzales) a 
 Extreme Poor All Poor Non-poor All 
All Guatemala 613 1,079 1,971 1,640 
Area     
  Urban n.a.d 1,342 1,944 1,845 
  Rural 569 1,017 2,009 1,483 
Region     
  Metropolitana n.a.d n.a.d 1,783 1,766 
  Norte n.a.d n.a.d 2,597 1,846 
  Nororiente n.a.d n.a.d 1,870 1,826 
  Suroriente n.a.d 856 1,798 1,464 
  Central n.a.d n.a.d 1,956 1,689 
  Suroccidente n.a.d 849 2,147 1,443 
  Noroccidente 1032 1,501 2,306 1,805 
  Peten n.a.d n.a.d 1,795 1,826 
Ethnic group b     
  Indigenous 678 1,113 1,730 1,324 
  Non-indigenous n.a.d 1,022 2,029 1,813 
Language ability c     
  Monolingual Spanish n.a.d 955 2,001 1,762 
  Monolingual indigenous  n.a.d 1,413 2,130 1,587 
  Bilingual n.a.d 1,098 1,777 1,336 
a Using only households that received international remittances. 
b Based on household definition of ethnicity. 
c Based on household head’s language ability. 
d Very small samples. 
Source: World Bank calculations using ENCOVI 2000, Instituto Nacional de Estadística - Guatemala. 
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Table 36: Any Remittances: Amount Received per Capita, by Poverty Level (in Quetzales) a 

 Extreme Poor All Poor Non-poor All 
All Guatemala 340 603 1,585 1,157 
Area     
  Urban 757 758 1,625 1,477 
  Rural 323 570 1,508 898 
Region     
  Metropolitana n.a.d 381 1,539 1,481 
  Norte n.a.d  510 1,588 839 
  Nororiente n.a.d 552 1,552 1,237 
  Suroriente 94 504 1,648 984 
  Central n.a.d 277 1,165 890 
  Suroccidente 234 539 1,736 1,043 
  Noroccidente 615 896 1,963 1,196 
  Peten n.a.d 765 1,177 938 
Ethnic group b     
  Indigenous 405 656 1,101 803 
  Non-indigenous 246 540 1,708 1,347 
Language ability c     
  Monolingual Spanish 263 508 1,672 1,293 
  Monolingual indigenous  439 781 1,552 903 
  Bilingual 386 674 1,134 843 
a Using only households that received remittances.  
b Based on household definition of ethnicity. 
c Based on household head’s language ability. 
d Very small samples. 
Source: World Bank calculations using ENCOVI 2000, Instituto Nacional de Estadística - Guatemala. 

 
Table 37: Seasonal Migration: Percentage of People who Migrated Temporarily a,b 

 Extreme Poor All Poor Non-poor All 
 M F All M F All M F All M F All 
All Guatemala 13 6 9 8 4 6 4 3 4 6 4 5 
Area             
  Urban 3 5 4 3 4 3 4 4 4 4 4 4 
  Rural 14 6 10 9 4 7 4 2 3 8 4 6 
Region             
  Metropolitana  n.a.d n.a.d n.a.d 5 6 6 3 4 4 4 5 4 
  Norte 4 3 3 3 2 3 3 3 3 3 2 3 
  Nororiente 2 3 2 2 2 2 1 2 2 2 2 2 
  Suroriente 3 3 3 5 1 3 6 5 5 5 3 4 
  Central 1 2 2 2 2 2 3 3 3 2 2 2 
  Suroccidente 21 9 14 13 6 9 4 3 3 9 5 7 
  Noroccidente 23 8 15 14 6 10 8 4 6 13 6 9 
  Peten 3 2 2 3 4 4 3 3 3 3 3 3 
Ethnic group             
  Indigenous 15 7 11 11 6 8 4 3 4 9 5 7 
  Non-indigenous 7 5 6 5 3 4 4 4 4 4 3 4 
Language ability             
  Monolingual indigenous 8 5 6 5 3 4 4 3 4 4 3 4 
  Monolingual Spanish 7 5 6 6 4 5 3 6 5 6 5 5 
  Bilingual 24 10 18 14 7 11 5 3 4 12 6 9 
Age Groups (yrs) c             
  7-14 6 6 6 4 5 4 2 3 2 3 4 3 
  15+ 17 6 11 10 4 7 4 4 4 7 4 6 
Population Sizes (in 000’s) 582 659 1,241 2,290 2,413 4,703 2,009 2,162 4,171 4,300 4,574 8,874 
a Defined as someone who has lived temporarily outside their current residence during the previous 12 months. 
b Excludes children less than 7. 
c Age groups cut-off points inclusive. 
d Very small sample. 
Source: World Bank calculations using ENCOVI 2000, Instituto Nacional de Estadística - Guatemala. 
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Table 38: Destination of Seasonal Migrants: Domestic vs. International 
(in Percentage and Levels of Total Seasonal Migrants) a,b 

 Domestic International 
 % Number (in 000’s)  % Number (in 000’s) 
All Guatemala 70 312 30 127 
Area     
  Urban 79 107 21 29 
  Rural 68 205 32 99 
Region     
  Metropolitana 73 62 27 23 
  Norte 99 18 1 0.2 
  nororiente 75 9 25 3 
  Suroriente 94 29 6 2 
  Central 92 20 8 2 
  Suroccidente 53 84 47 76 
  Noroccidente 80 82 20 20 
  Peten 81 8 19 2 
Gender     
   Male 69 180 31 81 
   Female 74 131 26 46 
Ethnic group     
  Indigenous 69 170 31 75 
  Non-indigenous 73 141 27 52 
Language ability     
  Monolingual Spanish 72 158 28 61 
  Monolingual indigenous 88 43 12 6 
  Bilingual 65 111 35 60 
Education Level Completed     
  No Education 70 105 30 46 
  Primary 71 149 29 60 
  Secondary 75 46 25 15 
  Higher 60 10 40 6 
  Vocational/other 72 2 28 1 
Age Groups (yrs) c     
  7-14 68 60 32 28 
  15+ 72 252 28 99 
Poverty status     
  Extreme Poor 62 73 38 44 
  All Poor 69 198 31 90 
  Non-poor a   75 114 25 37 
a Defined as someone who has lived temporarily outside the current residence during the last 12 months.  
b Excludes children less than 7. 
c Age groups cut-off points inclusive. 
Source: World Bank calculations using ENCOVI 2000, Instituto Nacional de Estadística - Guatemala. 
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Table 39: Destination of Domestic Seasonal Workers 
(in Percentage and Levels of Total Seasonal Migrants) a,b 

 Urban Rural Finca 
 % Number (in 000’s) % Number (in 000’s)  % Number (in 000’s) 
All Guatemala 29 89 22 67 49 147 
Area       
  Urban 42 21 47 24 11 6 
  Rural 27 68 17 43 56 141 
Region       
  Metropolitana 35 12 52 17 13 4 
  Norte 35 4 46 5 18 2 
  Nororiente 46 2 47 2 7 1 
  Suroriente 46 8 43 7 11 2 
  Central 35 3 56 5 10 1 
  Suroccidente 31 42 9 12 61 83 
  Noroccidente 19 16 18 16 63 53 
  Peten 40 2 45 2 16 1 
Gender       
   Male 29 63 21 45 50 106 
   Female 29 26 24 22 47 41 
Ethnic group       
  Indigenous 23 47 17 35 61 127 
  Non-indigenous 44 41 34 32 21 20 
Language ability       
  Monolingual Spanish 44 50 32 36 24 28 
  Monolingual indigenous 15 6 16 6 68 27 
  Bilingual 22 33 16 24 62 92 
Education Level Completed       
  No Education 21 24 23 26 56 53 
  Primary 32 51 19 30 49 79 
  Secondary 50 11 36 8 15 3 
  Higher 51 2 49 2 0 0 
  Vocational/other 0 0 15 1 85 2 
Age Groups (yrs) c       
  7-14 18 9 19 9 63 32 
  15+ 32 79 23 57 46 116 
Poverty status       
  Extreme Poor 23 88 17 17 60 61 
  All Poor 26 62 16 39 58 139 
  Non-poor a   43 26 44 27 13 8 
a Defined as someone who has lived temporarily outside the current residence to work during the last 12 months. 
b Excludes children less than 7. 
c Age groups cut-off points inclusive. 
d Very small sample. 
Source: World Bank calculations using ENCOVI 2000, Instituto Nacional de Estadística – Guatemala. 
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Table 40: Permanent Migration -  
Percentage and Levels of People that Migrated Permanently a,b 
 % Number (in 000’s)  
All Guatemala 6 509 
Area   
  Urban 8 303 
  Rural 4 206 
Region   
  Metropolitana 10 203 
  Norte 5 31 
  Nororiente 5 39 
  Suroriente 4 33 
  Central 7 66 
  Suroccidente 3 79 
  Noroccidente 3 32 
  Peten 10 27 
Gender   
   Male 6 251 
   Female 6 258 
Ethnic group   
  Indigenous 3 107 
  Non-indigenous 7 402 
Language ability   
  Monolingual Spanish 7 421 
  Monolingual indigenous 3 27 
  Bilingual 3 61 
Education Level Completed   
  No Education 4 123 
  Primary 5 234 
  Secondary 9 104 
  Higher 13 42 
  Vocational/other 11 3 
Age Groups (yrs) c   
  7-14 5 124 
  15+ 6 386 
Poverty status   
  Extreme Poor 3 36 
  All Poor 4 169 
  Non-poor a   8 340 
a Defined as someone who does not live in the same place he/she lived 5 years ago. 
b Excludes children less than 7. 
c Age groups cut-off points inclusive. 
Source: World Bank calculations using ENCOVI 2000, Instituto Nacional de 
Estadística - Guatemala. 

 
 

Table 41: Macroeconomic Shocks- Simulating a Decrease in Remittances 
 Domestic  International  Any 

Number of people receiving them (in 000s) 1,525 965 2,360 
Per capita income (Q) 6,674 7,237 6,725 

Scenario 1: 20 % decrease in remittances  
Per capita income decrease (Q) 147 328 231 
Per capita income decrease as a share of total income (%) 2 5 3 
Absolute increase of poverty (in 000s) 8 29 35 
Absolute increase of extreme poverty (in 000s) 11 27 37 

Scenario 2: 50 % decrease in remittances  
Per capita income decrease (Q) 370 820 578 
Per capita income decrease as a share of total income (%) 6 11 9 
Absolute increase of poverty (in 000s) 28 80 107 
Absolute increase of extreme poverty (in 000s) 46 51 102 
Analysis is based only among those receiving remittances and using income per capita as a welfare measure. 
Source: ENCOVI 2000, Instituto Nacional de Estadística – Guatemala.  
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Table 42: Child Labor, by Gender  
 Boys Girls Total 
  Employed (number) 
  Among children employed (%) 
  Among age cohort 7-14 (%) 
  Among age cohort 7-9 (%) 
  Among age cohort 10-14 (%) 

335,957 
66 
26 
10 
37 

171,034 
34 
14 
6 
20 

506,991 
100 
20 
8 
29 

  Children employed in: 
     Urban (%) 
     Rural (%) 
     Total (%) 

 
19 
81 
100 

 
30 
70 
100 

 
23 
77 
100 

  Children working in: 
    Urban (%) 
    Rural (%) 

 
56 
69 

 
44 
31 

 
100 
100 

This analysis includes aged 7-14.  These are not included in the standard definitions of labor force. 
Source: World Bank calculations using ENCOVI 2000, Instituto Nacional de Estadística - Guatemala. 

 
 
 
 

 
 

Table 43: Child Labor by Poverty Group, Gender, and Age 
 Extreme Poor All Poor Non Poor Total 
% of children employed (as a share of all children): 
   Boys 
   Girls 
   Total 

 
37 
16 
26 

 
32 
16 
24 

 
17 
11 
14 

 
26 
14 
20 

Among children employed  (%): 
   Boys 
   Girls 
   Total 

 
23 
23 
23 

 
75 
71 
73 

 
25 
29 
27 

 
100 
100 
100 

This analysis includes aged 7-14.  These are not included in the standard definitions of labor force. 
Source: World Bank calculations using ENCOVI 2000, Instituto Nacional de Estadística – Guatemala. 

 
 
 
 
 
 

Table 44: Distribution of Child Labor & Hours Worked by Sector of Employment 
 Share of Total (%) Average weekly hours of work 
 Boys Girls All Boys Girls All 
Agriculture 
Mining 
Manufacturing 
Basic services 
Construction 
Commerce 
Transport  
Financial services  
Community/public services   
Total 

72 
n.a 
6 

n.a 
5 
11 
3 

n.a 
3 

100 

37 
n.a 
19 
n.a 
n.a 
27 
3 

n.a 
12 
100 

60 
n.a 
10 
n.a 
5 
16 
3 

n.a 
6 

100 

32 
n.a 
30 
n.a 
49 
33 
33 
n.a 
33 
33 

30 
n.a 
28 
n.a 
n.a 
39 
28 
n.a 
61 
36 

31 
n.a 
29 
n.a 
48 
36 
32 
n.a 
52 
34 

This analysis includes aged 7-14.  These are not included in the standard definitions of labor force. 
Source: World Bank calculations using ENCOVI 2000, Instituto Nacional de Estadística - Guatemala. 
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Table 45: Hourly Labor Earnings for Child Labor by Industry (Quetzales) 

 Boys Girls All 
Agriculture 
Mining 
Manufacturing 
Basic Services 
Construction 
Commerce 
Transport 
Financial Services 
Public/Community Services 

2.1 
n.a 
2.4 
n.a 
2.9 
2.1 
1.3 
n.a 
1.5 

2.2 
n.a 
3.7 
n.a 
n.a 
1.4 
1.7 
n.a 
1.1 

2.1 
n.a 
3.0 
n.a 
2.9 
1.9 
1.5 
n.a 
1.2 

All 2.2 1.9 2.1 
Excluding Self-Employment and Unpaid Labor 
This analysis includes aged 7-14.  These are not included in the standard definitions of labor force. 
Source: World Bank calculations using ENCOVI 2000, Instituto Nacional de Estadística - Guatemala. 

 
 
 
 
 
 

Table 46: Child Labor and Education 
 Work only School only Work and School 

Educational attainment (years)    
    7 year olds 0.23a 0.29 0.25 
    8 year olds 0.22 a 0.79 0.92 
    9 year olds 0.26 a 1.34 1.45 
  10 year olds 0.91 2.07 1.90 
  11 year olds 0.65 2.74 2.73 
  12 year olds 0.94 3.51 3.13 
  13 year olds 1.64 4.58 3.93 
  14 year olds 2.41 5.29 4.72 
  7-9 year olds 0.19 0.80 1.02 
  10-14 year olds 1.78 3.38 3.35 
a Very small sample. 
Source: World Bank calculations using ENCOVI 2000, Instituto Nacional de Estadística - Guatemala. 
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Table 47: Descriptive Statistics for Rural Households, by Poverty Status 
 Extreme Poor All Poor Non Poor All rural 
Household population (‘000s) 1,663 5,205 1,782 6,988 
Household size (number) 8.4 7.5 5.2 6.9 
Household composition     
   # of children (0-6 years) 2.6 2.0 0.9 1.7 
   # of children (7-14 years) 2.2 1.0 1.2 1.8 
   # of men (>15 years) 1.7 1.7 1.5 1.7 
   # of women (>15 years) 1.9 1.8 1.6 1.7 
   # of adults  (>60 years) 0.3 0.3 0.3 0.3 
Indigenous (%) 71 59 31 52 
Household head is male (%) 92 89 86 88 
Household head education (years) 1.3 1.6 3.5 2.1 
Annual consumption (per capita, in Quetzales) 1,456 2,465 7,181 3,668 
Annual income (per capita, in Quetzales) 1,315 2,182 5,922 3,136 
Income sources (%):     
   Agricultural self-employed 19 17 4 7 
   Agricultural salaries 32 17 3 6 
   Non-agricultural self-employed 12 14 19 18 
   Non-agricultural salaried 17 29 46 42 
   Non-labor 20 23 29 27 
Income inequality  (Gini, in %) 37 38 45 49 
Distribution by land ownership (%):     
   Landowners 65 59 39 54 
   Tenants 20 20 15 19 
   Landless with main income from agricultural salaries 8 8 7 8 
   Landless with main income from non-agricultural activities 7 13 38 19 
Source: World Bank calculations using ENCOVI 2000, Instituto Nacional de Estadística - Guatemala. 

 
 

Table 48: Descriptive Statistics for Rural Households, by Land Ownership 
 Landowners  Tenants Landless whose main income is from  
   Agricultural 

salaries 
Non-agricultural 

activities 
Household population (‘000s) 3,765 1,330 548 1,345 
Household size (number) 7.3 6.8 6.5 6.0 
Household composition     
   # of children (0-6 years) 1.8 1.8 1.7 1.4 
   # of children (7-14 years) 1.9 1.8 1.5 1.4 
   # of men (>15 years) 1.7 1.6 1.7 1.4 
   # of women (>15 years) 1.8 1.6 1.6 1.6 
   # of adults  (>60 years) 0.3 0.2 0.3 0.2 
Indigenous (%) 67 45 40 20 
Household head is male (%) 89 96 90 76 
Household head education (years) 1.7 1.8 2.1 3.6 
Annual consumption (per capita, in Quetzales) 3,222 3,153 3,401 5,532 
Annual income (per capita, in Quetzales) 2,741 2,275 3,101 5,532 
Income sources (%):     
   Agricultural self-employed 22 19 0 1 
   Agricultural salaries (jornaleros) 9 24 69 1 
   Non-agricultural self-employed 18 11 3 20 
   Non-agricultural salaried 23 21 7 51 
   Non-labor a 29 26 21 27 
Poverty and inequality     
   Extreme Poor (%) 29 25 23 9 
   All Poor (%) 82 80 76 49 
   Income inequality (Gini, in %) 49 43 41 47 
a  This includes returns to capital, private and public transfers as well as pensions.  
  Source: World Bank calculations using ENCOVI 2000, Instituto Nacional de Estadística - Guatemala. 
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Table 49: Land Ownership in Rural Areas 
 Extreme Poor All Poor Non Poor All rural 
Land owned (hectares) 2.0 2.6 3.6 2.8 
Land used if landowner (hectares) 1.2 1.3 1.5 1.3 
Land used if tenant (hectares) 1.4 1.4 1.2 1.4 
Irrigated land owned (hectares) 0.01 0.05 0.16 0.08 
Rainfed land owned (hectares) 1.9 2.5 3.5 2.8 
Method of land ownership:     
   Bought 35 40 47 42 
   Inherited 56 50 46 49 
   Appropriated (adjudicacion) 2 2 1 2 
   Possession right (por derecho posesorio) 4 5 3 4 
   Concession (concesion) 2 1 1 1 
Land inequality (Gini, in %) 73 77 81 79 
For landowners only  
Source: World Bank calculations using ENCOVI 2000, Instituto Nacional de Estadística - Guatemala. 

 
 
 
 
 

Table 50: Poverty and Income Inequality by Land Size in Rural Areas 
 Land owned (in hectares) 
 Landless 0-1 1-2 2-5 5-15 >15 
Headcount Ratio (P0) – General 66 81 87 80 74 74 
Headcount Ratio (P0) – Extreme 18 29 32 26 27 14 
Income inequality (Gini, in %) 48 46 43 45 68 67 
Source: World Bank calculations using ENCOVI 2000, Instituto Nacional de Estadística - Guatemala. 
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Table 51: Land Ownership Effect on Welfare (Heckman Selectivity Model) a 

 Consumption Income 
 Landowners Tenants Landowners Tenants 
Household characteristics  
Indigenous (yes=1) -0.25*** -0.20*** -0.26** -0.01** 
Household head education (years) 0.06*** 0.06*** 0.08*** 0.09*** 
Household head sex (male=1) 0.07** -0.03 0.17*** -0.10 
Number of household members:     
    Children 0-6 -0.01 -0.02 0.03** 0.01 
    Children 7-14 0.10*** 0.09*** 0.09*** 0.06*** 
    Adult males 0.14*** 0.15*** 0.26*** 0.28*** 
    Adult females 0.14*** 0.12*** 0.15*** 0.22*** 
Migrant in the household (yes=1) -0.09*** -0.15*** -0.08* -0.14*** 
Geographic characteristics  
Rural -0.27*** -0.21*** -0.26*** -0.06 
Region     
   Norte -0.40*** -0.63*** -0.33*** -0.40*** 
   Nororiente -0.14 -0.32*** -0.14 -0.21 
   Suroriente -0.39*** -0.53*** -0.41*** -0.57*** 
   Central -0.24*** -0.32*** -0.22** -0.19 
   Suroccidente -0.25*** -0.39*** -0.40*** -0.18 
   Noroccidente -0.35*** -0.74*** -0.62*** -0.38 
   Peten -0.36*** -0.40*** -0.30** -0.43*** 
Productive Characteristics  
Land owned (hectares) 0.02***  0.03***  
Land * rural -0.01***  -0.01***  
Constant 9.93*** 9.83*** 0.95*** 8.78*** 
Selectivity 0.06*** 0.26*** -0.55*** 0.07 
Sample Size 2487 896 2487 896 
Log likelihood -2854 -1657 -4575 -2654 
a Dependent variables: log of total consumption and log of total income per household. 
b The omitted variable for  geographic area is urban and for region Guatemala city. 
Significant levels: * = 90%, ** = 95%, *** = 99% 

 
 
 

Table 52: Percentage of Rural Households with Land Titles 
 Titles for landowners only 
All 41 
Extreme Poor 32 
All Poor 38 
Non Poor 48 
Indigenous 40 
Non-Indigenous 43 
Land owned:  
   <1 hectares 39 
   1-2 hectares 41 
   2-5 hectares 47 
   5-15 hectares 45 
   >15 hectares 49 
Region  
  Metropolitana 86 
  Norte 34 
  Nororiente 46 
  Suroriente 31 
  Central 46 
  Suroccidente 46 
  Noroccidente 33 
  Peten 43 
Source: World Bank calculations using ENCOVI 2000, Instituto 
Nacional de Estadística - Guatemala. 
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Table 53: Access to Credit for Rural Households, by Poverty Status 

 Extreme Poor All Poor Non Poor Total 
Applied and received a loan last year (%) 14 13 15 13 
Reason did not apply (%)     
   Did not need one 52 57 65 58 
   Too risky  a 4 4 3 3 
   Lack of lending institutions 4 2 2 2 
   Too expensive b  10 11 12 12 
   Lack of collateral  8 8 7 8 
   Discouraged c 17 13 6 12 
   Other d 5 5 5 5 
Credit Source     
   Formal lender 42 50 58 52 
   Informal lender 58 50 42 48 
Amount of loan received (Quetzales) e 1,671 2,129 11,091 4,702 
Use of loan (%)     
   Agriculture activity 58 57 29 49 
   Non-agricultural activity 3 8 18 11 
   Household expenses  f 39 35 53 40 
a Did not want to risk losing the collateral. 
b  The interest was too high, the lender asks for too much information (transaction costs). 
c  Did not believe she could get a loan. 
d Did not know how to apply for a loan. 
e  For those that received a loan only. 
f  These may include house improvements, emergencies, educational expenses or social events (e.g. weddings). 
Source: World Bank calculations using ENCOVI 2000, Instituto Nacional de Estadística - Guatemala. 

 
 
 

Table 54: Access to Credit for Rural Households, by Land Access 
 Landowners Tenants Landless whose main income is from  
   Agricultural salaries Non-agricultural activities 
Applied and received a loan last year (%) 15 14 4 11 
Reason did not apply (%)     
   Did not need one 62 54 49 62 
   Too risky  a 4 3 2 2 
   Lack of lending institutions 2 1 1 2 
   Too expensiveb  10 13 12 13 
   Lack of collateral  5 10 10 10 
   Discouraged c 10 15 22 8 
   Other d 7 4 4 3 
Credit source     
   Formal lender 61 35 35 44 
   Informal lender 39 65 65 56 
Amount of loan received (Quetzales) f 5,808 2,090 509 4,562 
Use of loan (%)     
   Agriculture activity 60 59 3 5 
   Non-agricultural activity 12 2 3 16 
   Household expenses  e 28 38 94 79 
a Did not want to risk losing the collateral. 
b  The interest was too high, the lender asks for too much information (transaction costs). 
c  Did not believe she could get a loan. 
d Did not know how to apply for a loan, other reasons. 
e  For those that received a loan only. 
f  These may include house improvements, emergencies, educational expenses or social events (e.g. weddings). 
Source: World Bank calculations using ENCOVI 2000, Instituto Nacional de Estadística – Guatemala. 
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Table 55: Access to Credit for Rural Households, by Ethnic Classification 

 Indigenous Non-indigenous 
Applied and received a loan last year (%) 15 11 
Reason did not apply (%)   
   Did not need one 24 27 
   Too risky  a 4 2 
   Lack of lending institutions 2 2 
   Too expensiveb  10 12 
   Lack of collateral 7 8 
   Discouraged c 11 12 
   Other d 42 37 
Credit source   
   Formal lender 49 47 
   Informal lender 51 53 
Amount of loan received (Quetzales) f 2762 7552 
Use of loan (%)   
   Agriculture activity 56 40 
   Non-agricultural activity 9 13 
   Household expenses  e 35 46 
a Did not want to risk losing the collateral. 
b  The interest was too high, the lender asks for too much information (transaction costs). 
c  Did not believe she could get a loan. 
d Did not know how to apply for a loan, other reasons. 
e  For those that received a loan only. 
f  These may include house improvements, emergencies, educational expenses or social events (e.g. weddings). 
Source: World Bank calculations using ENCOVI 2000, Instituto Nacional de Estadística - Guatemala. 

 
 
 
 

Table 56: Technical Assistance for Rural Farm-Households, by Poverty Status 
 Extreme Poor b All Poor Non Poor Total 
Received technical assistance last year (%) 2.7 3.3 3.6 3.2 
Source of technical assistance (among receivers):     
   Public 0 6  20 10 
   Cooperatives 28 25 33 28 
   Private 17 22 17 20 
   NGOs 39 33 20 30 
   Other a 16 13 10 12 
   Total 100 100 100 100 
Distribution of technical assistance (among receivers):     
   Public 0 40 60 100 
   Cooperatives 19 63 37 100 
   Private 15 75 25 100 
   NGOs 24 80 20 100 
   Other a 25 75 25 100 
   Overall 18 30 70 100 
a Includes international organizations, family and local assistance. 
b Small samples. 
Source: World Bank calculations using ENCOVI 2000, Instituto Nacional de Estadística - Guatemala. 
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Table 57: Descriptive Statistics for Rural Farm-Households, by Crops Produced 
 Types of crops produced: a 
 Subsistence only Both subsistence 

and traditional 
exports 

Both subsistence and 
Non-Traditional 

exports 

Traditional 
exports only 

Household population (in ‘000s) 651 147 23 28 
Household size (number) 5.9 6.2 6.0 5.4 
Household composition     
   # of children (0-6 years) 1.5 1.5 1.3 1.2 
   # of children (7-14 years) 1.4 1.5 1.6 1.4 
   # of men (>15 years) 1.5 1.7 1.6 1.4 
   # of women (>15 years) 1.6 1.6 1.4 1.4 
   # of adults  (>60 years) 0.3 0.4 0.2 0.3 
Regional distribution     
   Guatemala city 3 1 5 10 
   Norte 6 38 8 27 
   Nororiente 10 2 14 2 
   Suroriente 10 20 0 15 
   Central 8 4 42 6 
   Suroccidente 38 5 15 26 
   Noroccidente 20 29 16 14 
   Peten 5 0 1 0 
   Total 100 100 100 100 
Indigenous (% within crop category) 58 35 75 44 
Household head is male (% within crop category) 88 94 92 82 
Household head education (years) 1.8 1.6 2.5 2.0 
Annual consumption (per capita, in Quetzales) 3787 3309 4631 4671 
Annual income (per capita, in Quetzales) 2921 3150 3215 4302 
Income sources (%):     
   Agricultural self-employed 19 44 30 20 
   Agricultural salaries 15 11 9 16 
   Non-agricultural self-employed 17 9 20 10 
   Non-agricultural salaried 20 13 10 33 
   Non-labor 28 23 31 21 
   Total 100 100 100 100 
Poverty     
   Extreme Poor (%) 20 26 5 14 
   All Poor (%) 73 79 63 66 
Household distribution by land ownership (%)     
   Tenants 33 14 17 10 
   0-1 hectares 45 38 54 72 
   1-2 hectares 10 21 17 13 
   2-5 hectares 6 16 9 5 
   5-15 hectares 3 8 2 0 
   >15 hectares 3 3 1 2 
   Total 100 100 100 100 
Land owned (hectares) 1.9 2.7 1.2 0.9 
Land owned among landowners (hectares) 2.9 3.1 1.4 1.0 
a  Traditional exports crops are coffee, sugar, bananas and cardamom.  Non-traditional exports are snow peas, sprouts, broccoli, cauliflower, flowers, mangos, melons, 
pineapple, papaya, okra and berries. Non-tradable crops are the remaining crops (e.g. corn). Classification based on those of the Asociacion Gremial de Exportadores 
de Productos No Tradicionales (AGEXPRONT). 
Source: World Bank calculations using ENCOVI 2000, Instituto Nacional de Estadística - Guatemala. 
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Table 58: Household Coffee Production, by Poverty Status 
 Extreme Poor All Poor Non Poor Total 
Households producing coffee (number) 31,020 107,053 31,409 138,462 
Households producing coffee (% of rural) 14 13 7 11 
Average household coffee sales (Quetzales) a,b 2,251 2,619 11,026 4,526 
Share of coffee sales as a % of per capita income a 22 22 25 22 
a For coffee producers only. 
b For the year of the survey, up to the date of the survey. 
This analysis excludes plantations that are not households. 
Source: World Bank calculations using ENCOVI 2000, Instituto Nacional de Estadística - Guatemala. 

 
 
 

Table 59: Household Coffee Production, by Land Access 
 Landowners Tenants 
Households producing coffee (number) 121,457 13,981 
Households producing coffee (% of rural) 19 6 
Average coffee sales (Quetzales) a 4,946 1,537 
Share of coffee sales as a % of per capita income a 24 15 
a For coffee producers only. 
This analysis excludes plantations that are not households. 
Source: World Bank calculations using ENCOVI 2000, Instituto Nacional de Estadística – 
Guatemala. 

 
 
 

Table 60: Rural Income Sources, by Poverty Classification  

Extreme Poor All Poor Non-Poor

Income per capita (Q) 1,345 2,182 5,922
Labor Income (%) 80 77 70
  Agricultural 52 41 20
    Salaries 31 20 8
      Formal sector 14 10 5
      Informal sector 17 10 3
    Net inc. from 
production

21 21 12

  Non-Agricultural 28 36 50
    Salaries 16 22 32
      Formal sector 9 13 25
      Informal sector 7 9 7
    Own business 12 14 18
      Formal sector 1 1 4
      Informal sector 11 13 14
Non-labor income (%) 21 23 29
  Return to capital  a 9 9 12
  Donations, gifts 11 12 11
    Remittances 3 4 7
    Private 1 1 1
    Public 7 7 3
  Pensions, 
indemnizaciones

1 1 3

  Other b 0 1 3

b For example, inheritance or lottery winnings.
Source: World Bank calculations using ENCOVI 2000, Instituto Nacional de Estadística - Guatemala.

Percentages may not add up to 100 due to rounding.
a  As interest received was negligible, the return to capital includes: income from rental of equipment, rental of property and the 
interest received.
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Table 61: Understanding Employment Choices in Rural Areas (probit estimation)  
 Employment in non-agricultural activities: 

 Salaried (low return) Salaried (high return) Self employment 
Individual characteristics    
Female (=1) 0.27*** -0.05** 0.69*** 
Age (years) -0.00*** 0.00*** -0.00*** 
Education (years) -0.01*** 0.05*** 0.03*** 
Indigenous (=1) -0.02 -0.13*** -0.16*** 
Bilingual (=1) 0.00 0.05 0.15*** 
Lived in area for more than 5 years -0.02 0.10** 0.02 
Household characteristics    
Number of children (< 15) 0.00 0.00 -0.00 
Number of adults (15-60) -0.00 0.01 0.01 
Number of elder (<60) 0.01 -0.06*** 0.00 
Land owned (hectares) -0.00 -0.00 -0.00 
Regional characteristics    
Norte 0.01 -0.03 -0.24** 
Nororiente -0.02 -0.03 -0.03 
Suroriente -0.08 0.08 -0.14 
Central 0.02 0.02 0.10 
Suroccidente -0.01 -0.00 -0.04 
Noroccidente 0.01 -0.00 -0.15 
Peten 0.21** -0.01 -0.09 
Municipality characteristics    
Population (number) 0.00*** -0.00 -0.00** 
Share of households with water connections (%) 0.16** 0.08 0.34*** 
Share of households with electricity connections (%) 0.33*** 0.31** 0.39*** 
Average adult age 0.01 -0.04*** -0.02 
Share of indigenous (%) 0.09* -0.05 -0.08 
Average adult education (years) -0.06** -0.06* -0.19*** 
Headcount poverty ratio (%) 0.00* 0.00 0.00 
Inequality (Theil) 0.00 0.00* 0.00 
Share of employment in mining (%) -0.10 1.46 4.80* 
Share of employment in manufacture (%) -0.26* 0.11 0.11 
Share of employment in utilities (%) -8.49*** -0.33 3.75 
Share of employment in construction (%) 0.53* 0.86*** 0.51 
Share of employment in  commerce (%) 0.37** -0.23 1.66*** 
Share of employment in transportation (%) -0.11 1.54*** 2.12** 
Share of employment in financial services (%) 1.89 3.34* 8.43** 
Share of employment in community jobs  (%) 0.27 0.53 0.21 
Observations 2924 2924 2426 
Dependent variables: Employment choice in job designated by column heading. 
The omitted variable for  geographic region is Guatemala city. 
Marginal effects reported. 
Significant levels: * = 90%, ** = 95%, *** = 99% 
 


