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By H.E. OTTO FERNANDO PÉREZ MOLINA
President of the rePublic of Guatemala

Our countries 
share a 
common 
vision: To 
guarantee and 
promote an 
environment 
of peace, 
prosperity, 
stability and 
cooperation 
that favours 
the human 
development 
of our peoples

The road to regional integration

Throughout the duration of Guatemala’s 
Pro Tempore Presidency (PTP) of the 
Central American Integration System 
(SICA) our core policies have been 

directed towards securing a brighter future for all 
constituent nations of this regional grouping, which 
will allow us to address postmodern challenges with 
decisive and long-term solutions.

The level of commitment of this Presidency has 
been absolute. This is evident in the measures taken 
to continue strengthening political and economic 
cooperation between the actors. To continue 
promoting justice, security and development in 
our region, facing all the challenges that current 
international conditions bring to bear.

We will spare no effort in continuing to hold 
permanent consultations, in particular on those 
topics that are among the highest priorities for our 
region, such as holistic security across the whole 
of Central America, integral risk management, 
mitigating natural disasters and climate change, 
promoting sustainable tourism, and essential political 
coordination in both regional and international fora. 
We are all well aware that we need to work jointly 
in all areas related to the security of our Member 
States, including regional cooperation, and trade 
negotiations with third countries and trading blocs.

Recently, our integration process has made huge 
advances that will assist in its consolidation. In 
this way, the face of Central American integration 
has changed significantly in the last few years. 
We can highlight in particular the progress 
made in the establishment of the customs union 
between Guatemala and Honduras. This step will 
undoubtedly bring a faster pace to the dynamics of 
our trade relationship and, we hope, expand rapidly 
to include the remaining countries of the region.

It is of the utmost importance to stress that our 
countries share the same vision: “To guarantee 
and promote an environment of peace, prosperity, 
stability and cooperation that favours the human 
development of our peoples.” This vision is framed 
within our fundamental principles. These have as 
their objective that the region should consolidate 
as an area of freedom, peace, democracy and 
development. To maintain the harmonious and 
brotherly relations that characterise us, and to 

further strengthen our sub-regional links is one of 
the strategic goals of SICA.

It is important to remember that the Central 
American Integration System (SICA) has been 
a political instrument for the integration of 
the bloc since the 13th of December 1991, 
when the Protocol  to  the Charter  of  the 
Organisat ion of  Centra l  American States 
(ODECA) – known as the Tegucigalpa Protocol 
– was concluded, modifying the original text of  
1951. The resulting efforts will continue until we  
reach a full integration of the Isthmus and achieve 
better living standards for all in this wonderful 
region of this Hemisphere.

The Pro Tempore Presidency will be handed over 
during the last week of June, in the colonial city of 
Antigua Guatemala, with the participation of the 
Presidents of Guatemala, El Salvador, Honduras, 
Nicaragua, Costa Rica, Panama and the Dominican 
Republic, as well as the special participation of the 
Presidents of Mexico and Colombia.

Among the notable highlights of Guatemala’s PTP, 
the first SICA-Spain Summit was held on the 9th 
of March 2015, with the presence of Spain’s Prime 
Minister, Mariano Rajoy. Last January, the President  
of Chile, Michelle Bachelet, visited Guatemala to 
engage in a dialogue about economic, security and 
foreign policy.

Also during the Guatemalan Presidency, on the 
10th of April we celebrated the SICA-USA meeting, 
on the fringe of the Summit of the Americas held 
in Panama, with the participation of US President 
Barack Obama.

As I mentioned earlier, Guatemala and Honduras 
have initiated the customs union process, which 
should be concluded by December 1st 2015. Both 
countries, under their Presidents’ mandate, are 
leading the Central American customs union, 
with the purpose of facilitating trade and the free 
movement of people.

In light of the activities mentioned above, we 
can foresee a promising future, with unlimited 
opportunities for all the constituents of the  
Central American Integration System. The twenty-
first century, without doubt represents the best 
platform for the integration, peace and security of 
all Central Americans.
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In parallel with SICA, the XV Summit of Heads 
of State and Government of the Tuxtla Mechanism 
for Dialogue and Cooperation will also be held in 
Antigua Guatemala on the 26th of June 2015. There, 
Guatemala will reinstate its commitment to support 
the dynamics of Mesoamerica on all fronts, as we 
face the shared risks, roadblocks and challenges 
under the current global situation.

My Government’s commitment springs from the 
inherent capacity of Mesoamerica to respond to any 
threats and opportunities that may lie ahead for all 
the citizens of our region, given our common past, 
our shared present, and a future wherein we have a 
chance to build peace with security and harmony.  F



IntervIew wIth CARLOS RAÚL MORALES and RODRIGO VIELMANN
foreiGn minister and Vice minister, resPectiVely, rePublic of Guatemala

CARLOS RAÚL 
MORALES 
Minister of Foreign 
Affairs, Republic of 
Guatemala

Guatemala goes global

Over the last decade, Guatemala has 
assumed an increasingly active role in 
driving Central American integration 
and promoting the region’s move into the 

global marketplace, a task that has been given greater 
impetus under the administration of President Otto 
Pérez Molina, since he took office in 2012. Trade 
diplomacy has been the hallmark of the Ministry of 
Foreign Affairs, as Carlos Raúl Morales and Rodrigo 
Vielmann, the Foreign Minister and Deputy Foreign 
Minister, respectively, explain. 

“Increasing trade and investment has been one of the 
key policy objectives of this government, and one of 
the strategies to achieve this has been to pursue greater 
regional integration, whereby the nations of Central 
America work together to solve shared problems and 
take advantage of opportunities that benefit all of us,” 
says Mr Morales. 

Guatemala has used its turn as the pro tempore 
president of SICA, the Central American Integration 
System, to work closely with fellow member states 
Honduras, El Salvador, Nicaragua, Costa Rica, 
Panama, the Dominican Republic, and Belize on 
eliminating trade tariffs and border restrictions, as 
well as addressing other core foreign policy objectives 

such as resolving territorial disputes, drug trafficking, 
and migration.

“The main goal of our presidency of SICA was to 
push forward the customs union process,” says Mr 
Morales: “It has taken more than sixty years since the 
first regional agreements in Central America were 
signed, and we’ve all been through a lot, but we believe 
that now, more than ever, we are finally going to start 
making progress in converging our economies.” 

In February this year, integration took a major step 
forward when Guatemala signed a bilateral agreement 
creating a customs union with its neighbour, 
Honduras, marking the first concrete action in a 
regional development plan known as the Alliance 
for the Prosperity of the Northern Triangle (which 
comprises Guatemala, Honduras and El Salvador), 
designed to decrease illegal immigration to the United 
States by improving local economic opportunities. The 
customs union agreement was signed during a meeting 
also attended by officials and business leaders from El 
Salvador, which has been invited to join. Mr Morales 
is confident that the country will soon join the union 
with the two founder members. 

US President Barack Obama has said he will request 
US$1 billion from Congress to support the Alliance 
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Guatemala has 
assumed an 
increasingly 
active role in 
driving Central 
American 
integration and 
promoting the 
region’s move 
into the global 
marketplace

for Prosperity, while Honduras and Guatemala will 
also each put in $1 billion a year over the coming three 
years. Customs offices are scheduled to be removed 
along the two countries’ shared border in December 
of this year. Authorities and business leaders hope the 
move will cut costs and speed up transportation of 
goods throughout the region.

“We’re showing that Guatemala and its neighbours 
are following the path of peace and prosperity,” says 
Mr Morales, adding that the alliance will improve 
economic opportunity, security for citizens, social 
development and democratic institutions. He stresses 
the need for unified immigration requirements to enter 
the Northern Triangle countries and hopes Honduras, 
Guatemala, and Mexico could soon integrate their 
immigration and police databases, “allowing our 
citizens to move freely between our three countries.”

Deepening global trade links
Guatemala’s efforts to strengthen regional ties are 
built on its already existing extensive web of trade 
agreements, among them pacts with the rest of Central 
America, the Dominican Republic, Taiwan, Belize, 
Colombia, Chile, Mexico, and Panama. Particularly 
noteworthy is its Free Trade Agreement with the 
United States (DR-CAFTA), in place since 2006. 
Guatemala also is actively engaged in multilateral 
World Trade Organisation (WTO) negotiations, 
having joined that organisation in 1995, and is pursuing 
trade talks with CARICOM and Canada. In 2012, 
it joined the rest of Central America in signing an 
Association Agreement with the EU. Guatemala also 
has its eye on establishing closer ties with the Pacific 
Alliance, which brings together Mexico, Colombia, 
Peru, and Chile. 

Guatemala’s outward-looking strategy has included 
opening trade delegations in embassies in key export 
markets in Europe, South America, and the Asian Pacific 
nations. Guatemala’s recognition of Taiwan has limited 
its trade ties with China, but the Foreign Ministry 
is watching how the relationship develops between 
the People’s Republic and Costa Rica, which severed 
diplomatic ties with Taipei in favour of Beijing in 2007. 

In March this year, taking advantage of its SICA 
presidency, Guatemala hosted the Spain-SICA 
Summit, which focused on the opportunities for 
the region offered by the European Union-Central 
America Association Agreement, since its trade element 
came into force in 2013. Also under discussion was the 
physical integration and development of infrastructures 
in Central America, essential for making progress 
on the free movement of goods and people, says Mr 
Morales: “The Central American interconnection will 
enable this continent to become a more competitive 
market, and in this area Spain can offer the experience 

of Spanish companies of international renown.” 
Trade issues and opportunities stemming from the 

Central American integration process were discussed 
at a Spain-Guatemala Business Meeting held alongside 
the summit itself. This meeting, attended by Spanish 
companies and SICA countries, will allow economic 
and trade ties in the region to be further enhanced. 
“Spain is the leading European supplier and third-
largest investor in Guatemala. Spanish companies are 
showing increasing interest in the Guatemalan market 
and have boosted their presence in the country in 
recent years,” says Mr Morales. 

Leaders at the SICA-Spain Summit also discussed 
the region’s security situation, which Mr Morales 
says is compromised by drugs trafficking. Under 
President Pérez Molina, Guatemala has been pushing 
for a change in the way the United States and Mexico 
are tackling their drugs problems. “President Pérez 
proposed last year in several international forums the 
need to open a serious dialogue, deep and political, 
and technically well-founded on this issue,” says Mr 
Morales, adding: “The United States is the main 
global consumer of cocaine, and Colombia the main 
producer, but of course most of it now passes through 
Guatemala, and this is seriously destabilising our 
country and our neighbours.”

Mr Morales says President Pérez’s proposals 
highlight the need to reduce narcotics-related violence 
and crime, with the state pushing for a peaceful 
solution. There is also the question of how to reduce 
arms trafficking and money laundering, “which 
nourish and strengthen drug trafficking and eliminate 
the state’s ability to control violence.” Guatemala 
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Otto Pérez Molina at 
the SICA-Spain Summit 
in Guatemala City
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also wants to analyse the option of legalising some 
crops that are important for certain indigenous 
communities, and promote local economic activity 
based on their development. In addition, Mr Morales 
says the government wants to discuss the possibility 
of decriminalising drug use and treating it as a health 
issue. Other issues include combating the links between 
corruption and drug trafficking. 

‘Sugar diplomacy’
At the end of June this year, Guatemala will host 
the International Sugar Organisation’s (ISO) annual 
Council Meeting. Guatemala now ranks as the world’s 
fourth largest sugar exporter, after Brazil, Thailand 
and Australia, says Mr Morales, who is the current 
president of the ISO Council. 

Mr Morales says the main export strategy is geared 
towards increasing refined sugar exports, while at the 
same time maintaining domestic sugar consumption. 
The industry is actively engaged in supporting the 
“millennium challenge goals” in Guatemala and has been 
collaborating for more than 20 years in maternal-child 
nutrition and health components; its major programme 
is focused on increasing local capabilities of rural primary 
school teachers. As a result, the sugar industry is well 
known and highly recognised in the country.

“Guatemala has focused on making the most of the 
potential of its sugar industry: we have very good land, 
and we produce some very special varieties of sugar 
cane. More importantly, our producers have invested 
in R&D and the most modern machinery, while 
plantations work together on the distribution of bulk 
product, for example. The Guatemalan sugar industry 
continues to be one of the most efficient in productivity 
terms and port loading capacity, and has the largest 
storage capacity in the Central American region. It 
now ranks fourth in the list of major sugar producers 
in the world,” he says. Sugar today represents 14.4 per 
cent of Guatemala’s total exports, 27.1 per cent of its 
agricultural exports and 3 per cent of its GDP. Other 
export leaders such as coffee and bananas have increased 
by more than 10 per cent over the decades, and now 
contribute around 20 per cent of GDP. Though growth 
in industrial manufacturing has altered the country’s 
traditional export structure, agricultural commodities 
still are its leading export revenue earners. 

Foreign Ministry to lead tourism strategy
The Foreign Ministry has also been tasked with aiding 
strategies to attract foreign investment into the tourism 
sector, part of a National Plan for Sustainable Tourism 
Development introduced in 2012. 

“Our aim is to position Guatemala as one of the 
best tourism destinations in the world, and to increase 
the number of visitors to our country, which will help 

generate jobs and revenue,” says Deputy Foreign 
Minister Rodrigo Vielmann. 

The new plan includes the creation of a new Secretary 
of Tourism in the Government of Guatemala, as well as 
the modification of the current law that regulates the 
Guatemalan Tourism Institute (INGUAT).

“We are involving many different parties in this 
change: local authorities, community leaders, the 
tourism industry, international organisations, the 
private sector, the media and of course the government. 
We are all working for a common objective: to present 
a positive image of the country and tell the world that 
Guatemala is much more than what has been said in 
the past, and that we are ready to welcome visitors with 
open arms,” says Mr Vielmann. 

At present, the volume of tourism business is equal to 
or bigger than that from oil or food exports, and is the 
second largest source of income, bringing in around 
US$1.5 billion a year from two million tourists. Mr 
Vielmann says the Foreign Ministry is using its network 
of embassies and consulates abroad to put the country’s 
tourism industry in touch with foreign investors and to 
attract multinational hotel chains, cruise and air lines 
so as to capitalise on the presence of three UNESCO 
World Heritage sites (Antigua Guatemala, Tikal and 
Quirigua) as well as providing greater access to niche 
sectors like game fishing, golf, and surfing. 

“The strategy to develop tourism is bringing with 
it major opportunities for economic growth and 
development. The government can play a key role as 
business promoter and facilitator,” says Mr Vielmann. 
The World Bank, World Economic Forum (WEF) 
and the Organisation for Economic Cooperation 
and Development (OECD), have highlighted the 
significant improvements Guatemala has made over 
the last three years in their analysis of economic and 
financial performance of countries regarding the 
business climate for investment. 

Meanwhile, Guatemala is deepening its economic 
ties to Mexico, particularly the southern part of the 
country, says Mr Morales. Mexican state oil company 
Pemex and Guatemala will build a US$1.2 billion, 370-
mile gas pipeline linking the two countries and giving 
local manufacturers access to cheaper energy. 

Pemex will build up to the Guatemalan border, and 
Guatemala will continue the pipeline to the south of 
the country. Guatemala plans to open the project to 
bidding this year and the pipeline is expected to be 
operational by 2016.

Honduras has now also joined the project, enabling 
distribution throughout Central America. “The 
accession (of Honduras) to this agreement really gives 
it economic viability, and above all will drive economic 
development and prosperity for the entire Central 
American region and Mexico,” adds Mr Morales.  F
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IntervIew wIth SERGIO DE LA TORRE
minister of economy, rePublic of Guatemala

SERGIO DE LA TORRE 
graduated in Business 
Administration from 
Francisco Marroquín 
University. Over the 
course of his business 
career, Mr De La Torre 
has founded a number 
of companies operating 
at both the national 
and international level 
and has held a number 
of senior private sector 
positions in Guatemala, 
including President 
of the Board of the 
Chamber of Industry 
and President of CACIF. 
He has been a member 
of the Guatemalan 
Monetary Committee 
for the past nine years 
and Minister of Economy 
since January 2010.

Creating an enabling environment

Guatemala’s economy has performed relatively 
well in recent years, yet the country continues to 
hover around the 71-73 mark in the World Bank’s 
Doing Business rankings. What do you see as the 
main hurdles that need to be overcome in order for 
the country to achieve its undoubted potential?

Whilst it is true that Guatemala came 73rd in the 
latest Doing Business report, I would like to point out 
that we have moved up 24 positions in the rankings 
in the last three years, which represents a significant 
improvement in terms of the efficiency of the different 
procedures and regulations related to the business 
environment. The main challenge we have to address 
now is amending the laws that still hold business back. 
With this in mind, we are working on new proposals 
for regulations to improve the business climate and will 
soon put them before Congress. 

Boosting exports and foreign direct investment is 
key if Guatemala is to provide opportunities for its 
young people and prevent them from emigrating 
to the US and elsewhere. What is the government’s 
strategy for retaining the country’s brightest and 
best young minds?

We have several projects underway, but generally 
speaking, success in retaining our youth depends on 
them finding formal employment opportunities, as well 
as giving them access to better education and health, and 
that is what we have been working hard at in recent years. 
We’re now adding to this strategy the Plan for Prosperity 
Partnership of the Northern Triangle, in conjunction 
with El Salvador and Honduras, with more than 60 
projects being developed. These initiatives are aimed at 
holding on to our young talent. I should also mention, 
for example, projects in other regions of the country that 
have considerable potential to generate jobs as well.

You were recently quoted as saying: ‘There is no 
sustainable economic development without social 
development, but we are convinced that social 
development is not possible without economic 
growth.’ How successful have you been in squaring 
this circle?

This is a very important question. We are convinced 
that the best way to address the social problems of the 
country, such as access to education, to healthcare, better 
security and public safety, is by generating economic 

growth and creating employment opportunities. That’s 
why in 2014 alone, more than 174,000 new jobs were 
created, and our projection for 2015 is the creation of 
another 190,000. We have also set up export-focused 
light manufacturing industries in four areas of the 
country that face important economic and social 
challenges, whilst at the same time putting together new 
legislation on investment and employment.

How concerned are you by the recent decision of 
the ratings agency Fitch to downgrade Guatemala’s 
long-term debt to ‘BB’, citing weak governance and 
human development indicators, as well as a failure 
to expand the country’s revenue base?

I am very concerned, and would simply say that we 
now face the challenge of working harder to focus 
efforts on the key points raised by Fitch, as well as 
making better decisions to earn Guatemala a higher 
rating as soon as possible. 

In your capacity as President of the Council of 
SIECA, what do you regard as the most significant 
features of Guatemala’s current pro tempore 
presidency (PTP) of SICA, and what are your 
expectations for the forthcoming SICA/Tuxtla 
Mechanism summit in Antigua Guatemala?

Holding the presidency of SIECA adds value to our 
efforts to work and advance the process of regional 
economic integration.

Guatemala has a long tradition of working for 
regional integration, and the PTP, whilst an honour 
and a responsibility, means we can also push for more 
initiatives, which as long as they are consensual, 
means we can make serious progress. We have put 
forward an ambitious work plan, the key points of 
which are moving towards a customs union, creating 
a Central American trade facilitation strategy, and also 
continuing to meet our commitments to our European 
partners under the Association Agreement.

Regarding the SICA/Tuxtla Mechanism summit, I 
can say that we are pleased at developments such as the 
draft procedure for transit of goods, which facilitates 
Central American trade. I also expect significant 
progress on other projects that will have a positive 
impact on Central American integration – for example, 
the Coordinated Mesoamerican Border Programme 
and the Mesoamerican Forum of SMEs.

GUATEMALA

FIRST



We are 
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economic 
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best social 
policy is good 
economic 
policy

As you say, Guatemala has historically been 
at the forefront of the drive towards Central 
American integration. What is your assessment 
of the current state of this process, in light of the 
recently-signed customs union agreement between 
Guatemala and Honduras?
The Central American economic integration process has 
recently been given a major boost, especially since the 
signing of the Association Agreement with the European 
Union, which further strengthens our commitment to 
the region. What we have done with Honduras is to 
expedite the process using regional instruments that 
allow two or more countries to advance more rapidly 
in establishing a customs union. El Salvador has also 
expressed its interest in participating as an observer in 
the process between Guatemala and Honduras, and we 
believe the other Central American countries will be 
gradually added to this new project.

This year, Guatemala will also host the 47th Council 
Meeting of the International Sugar Organisation, a 
sector in which Guatemala is recognised as a world 
leader in terms of efficiency and competitiveness. 
Which of Guatemala’s other industries do you see 
as having the capability to step-up to world-class 
status, and what lessons can they learn from their 
colleagues in the sugar sector?

The Guatemalan sugar industry represents 31 per cent 
of the total value of Guatemalan agricultural exports, 
and 15.4 per cent of total exports. Also, we are the 
fourth-largest exporter in the world and the third in 
productivity, respectively. We also have other export 
success stories: we are the world’s sixth-largest exporter 
of bananas and palm oil, the latter of which is a growing 
and highly competitive industry. We are also a major 
exporter of cardamom, and of course coffee, which 
is recognised worldwide for its quality. Finally, in the 
industrial sectors, our clothing and textile industries are 
internationally recognised, and we are a major exporter 
in certain products. I should add that our natural rubber 
exports have also grown recently, making us the world’s 
eighth-largest exporter in that commodity.

The current demands from Guatemala’s civil 
society and private sector for greater transparency 
and accountability in public finances and 
governance in general is louder than at any 
time in recent memory. Are you confident that 
the country has turned a corner in this regard? 
If so, what would it mean for Guatemala’s 
competitiveness and prosperity going forward?

There is no doubt that the current situation has raised 
demands for transparency and efficiency. Voters want 
to know more about the government’s proposals and 
what it is doing with their taxes, which is all good news, 
because competitiveness requires inclusion and active 

participation if our proposals are to come to anything.
We need people to be empowered and to defend what 

has been achieved. We believe the current situation 
has given voters the tools to become more involved in 
running the country, and that more people than ever 
want to participate in discussions about how to make 
this country more competitive. At the same time, we are 
seeing greater interaction with our working groups, and 
above all, a direct commitment to the initiatives proposed 
within the National Competitiveness Programme.

What do you regard as the current administration’s 
most important achievements in office, and what 
are your priorities for the remainder of your term?

That requires a very long answer, so I will try to 
summarise the achievements: more economic growth 
(4.2 per cent in 2014), more jobs in the formal sector 
(174,107 in 2014), creating favourable conditions for the 
establishment of new companies (over 145,000 in the 
last three years), more productive investment (in 2009 
foreign direct investment reached US$600 million, 
and in 2014 amounted to more than US$1.3 billion), 
more support to families (inflation is at one of the lowest 
levels in the country’s history: 2.95 per cent), more trade 
(exports and imports have grown), more competition 
(we are one of the top 10 reformers in the world, 
according to the World Bank), and we have provided 
huge support to SMEs and micro businesses.

The priorities in the final months of this legislature 
are to consolidate and build on these gains and 
continue to insist to Congress on the need to legislate 
for structural changes so that the country can grow 
sustainably in the coming years. After all, the best 
social policy is good economic policy.  F
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IntervIew wIth CARMEN GISELA VERGARA
secretary General, secretariat for central american economic inteGration

CARMEN GISELA 
VERGARA was appointed 
Secretary General of the 
Secretariat for Central 
American Economic 
Integration in July 
2013. She is the second 
woman to hold this 
office. Panamanian born, 
Ms Vergara has served 
her country in an array 
of different positions, 
including Minister 
of Commerce and 
Industry, Vice Minister 
of International Trade, 
Director at CABEI, as well 
as setting up Panama’s 
business incubator. Ms 
Vergara holds a Masters 
in Private International 
Law and a post graduate 
degree in international 
negotiations.

Sharing the benefits of integration

It is almost 25 years since the Tegucigalpa Protocol 
heralded the creation of SICA, and five years since 
the Presidents of the isthmus nations decided 
to relaunch the process of Central American 
integration. What is your assessment of the 
current state of the integration movement, in 
particular from an economic standpoint?

The process of economic integration actually began in 
1960 with the General Treaty of Economic Integration, 
which was modified in 1993 with its protocol, also 
known as the Guatemala Protocol. Over 50 years of 
history have led Central America, as a bloc, to be its own 
second biggest trading partner, and have strengthened 
the political and social ties that bind it together. 

The process of economic integration is very 
much alive and dynamic; just last year, two countries 
expressed their interest in joining the sub-system of 
economic integration as Panama did recently. This 
year, Guatemala and Honduras decided to move faster 
than the rest of their peers by agreeing to establish a 
Customs Union by the end of the year. After the end 
of the WTO’s Bali Round, Central America began 
working as early as January 2014 to prepare itself for the 
entry into force of the Agreement on Trade Facilitation. 

As we cans see, the process, led by the Council of 
Ministers of Economic Integration, is ambitious and 

pursues the different stages of economic integration 
established in the General Treaty and its Protocol. The 
Council of Ministers of Economic Integration have 
ensured that the process remains up-to-date by taking 
into consideration topics discussed in international fora 
that have an impact on trade.

What do you regard as the most significant 
achievements of the organisation to date? What 
are your key objectives for the next five, ten, 
fifteen years, and beyond?

There are several milestones that can be discussed. In 
1960, four countries were signatories to the General 
Treaty of Economic Integration; in 2015 there are six, and 
two other countries are considering joining the process. 

In 1960, the list of excluded goods had over 500 
items, now it has only six, ensuring free trade for 
almost all Central American goods. During the 
financial crisis of 2008, while trade with the rest of the 
world shrank, intraregional trade in Central America 
actually grew, allowing Central American countries to 
achieve economic growth levels higher than the Latin 
American average. But perhaps the most important 
achievement is that the process remains useful and is 
moving forward, at a speed it had not seen in the past 
50 years.
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In the next five years, SIECA will support and foster 
trade facilitation in the region. Working together 
with our Members, we will be able to reduce trade 
costs by up to 30 per cent, making Central American 
exports much more competitive than they are now. 
Additionally, the spill-over effects of trade facilitation 
are quite exciting. Not only will the region be more 
attractive to FDI, but Central American value chains 
will be able to further develop and consolidate 
themselves advancing tremendously the process of 
economic integration.

In the long term, our objectives are set out in the 
Guatemala Protocol, namely: 1) The consolidation of 
the Free Trade Area of Central America, 2) Common 
external trade policy, 3) Central America’s Customs 
Union, 4) Freedom of movement of all factors of 
production, and 5) Monetary and financial integration. 

Guatemala has traditionally been one of the 
strongest advocates of regional integration. 
How successful has the country’s pro tempore 
presidency (PTP) been in advancing the aims 
of SICA, and what are your expectations for the 
forthcoming Summit in Antigua Guatemala at the 
end of June?

Each Central American country has played a vital role 
in the process of economic integration; if one was 
missing it would not be as robust because the process is 
founded on each of our Members’ complementarities. 
What some countries lack, others have in abundance. 
When each Member takes up the PTP they try to leave 
an imprint of their vision in the process, which is what 
makes the process so rich. 

What was particular about Guatemala’s 2015 
PTP was that the Council of Ministers of Economic 
Integration, the supreme organ of SIECA, and the 
Council of Ministers of Foreign Affairs, the supreme 
organ of SICA, shared a common vision for their 
presidency: economic integration. This has resulted 
in important progress towards the Customs Union. 
Additionally, this joint effort between both Councils 
has created the space for joint meetings between the 
Council of Ministers of Economic Integration, Finance 
and Foreign Affairs. Their work in unison has set a new 
standard for results of future PTP, therefore we expect 
great results from the Presidential Summit. 

What progress has been made in implementing the 
measures agreed at the Punta Cana SICA meeting 
in 2014?

Two major areas are being worked on. The first 
involves five trade facilitation measures that will 
allow countries to harvest ‘low hanging fruit’. The 
five measures were worked on last year with the IDB, 
USAID and SIECA, and were later validated by the 

Council of Ministers of Economic Integration. These 
measures will be implemented with non-refundable 
cooperation from the IDB and are expected to be 
implemented by the end of this year. The five measures 
are: Cameras and informational videos on Border 
Posts, RFID (radio-frequency identification) readers, 
integrated migration processes, advanced rulings and 
electronic transmission of documents.

The second involves the creation of the Central 
American Group on Trade Facilitation that is currently 
analysing the Central American Trade Facilitation 
Strategy, which will be presented to the second 
Presidential Summit of 2015 after approval by the 
Council of Ministers of Economic Integration.

Additionally, I would like to point out that at SIECA 
we have an online platform that allows the Secretariat 
and the Council of Ministers of Economic Integration to 
monitor the implementation of Presidential mandates.

The bilateral agreement signed earlier this year 
between Guatemala and Honduras creating 
a customs union between the two countries 
represents the single most important step yet 
towards meaningful economic integration, yet the 
majority of SICA members are adopting a wait-and-
see approach. How soon do you expect to see other 
member states joining the union? What are the 
main obstacles to wider participation, in your view?

Article 6 of the Guatemala Protocol establishes that 
some or all members may advance within the process 
at the speed that they deem convenient. This is what 
we have witnessed with Guatemala and Honduras. El 
Salvador has already made a request to Guatemala and 
Honduras to be an observer of the Customs Union, 
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which sends a very positive message. However this 
does not mean that the rest of the SIECA Members 
have remained idle; quite the opposite. Significant 
efforts on trade facilitation measures have been made 
by countries that share a border, such as Costa Rica and 
Panama, Costa Rica and Nicaragua, and El Salvador 
and Honduras. 

What is SIECA’s assessment of the economic impact 
of a wider customs union?

There are many positive impacts that a wider customs 
union may have, yet I will focus on one. FDI in 
Central America focuses largely on natural resources 
and on a lesser amount strategic assets and efficiency. 
The area where Central America has more potential 
for growth in FDI is market penetration. In Central 
America, Guatemala is the country with the biggest 
population, close to 14 million, and Panama, with 3 
million, is the smallest. If the Customs Union were to 
occur, the market would be expanded to close to 45 
million and thus market penetration FDI is likely to 
increase. Additionally, one can mention economies of 
scale and cheaper and faster movement of goods within 
the region. 

What do you regard as the most significant 
economic trends affecting the region, and how 
can the member countries best turn these to their 
advantage? Where do you see the most promising 
engines of future growth?

Value chains were used by the WTO to explain 
why a product was no longer made in country A or 
B, but rather ‘made in the world’ through all of its 
components. This analysis has allowed countries and 
regions to understand how they all contribute to a 
specific product. In light of this, SIECA and ECLAC 
have mapped out the existing and potential value 
chains in Central America. This is part of a programme 
we have called Compite Centroamérica, which seeks to 
improve Central America’s competitiveness.

Additionally, the Council of Ministers of Economic 
Integration, has instructed SIECA to create spaces for 
dialogue where topics that could influence the process 
of economic integration are to be discussed. On 24 June 
2015, the first of these fora will take place and it will 
discuss new drivers of economic growth for Central 
America, specifically in the creative industries. We 
have assembled a panel of world-renowned experts to 
share with a live audience their perspectives on how the 
creative industries can help transform Central America. 
During the second SICA Presidential Summit, the 
Forum will focus on the impact climate change will 
have on the process of economic integration. This 
Forum will focus on food security, new technologies 
to mitigate the impact on Central American Value 

Chains, infrastructure and competitiveness. It will take 
place in San Salvador as El Salvador will hold the PTP.

One of the common factors among political and 
economic unions is the necessity of convincing 
civil society in member countries that they have 
more to gain than to lose from the process of 
greater integration. How successful has SICA been 
in winning hearts and minds in this regard, and 
what lessons can the organisation learn from the 
recent experiences of the European Union?

From an economic standpoint Central America 
is already an integrated region. Any product that 
is subject to the benefits of the General Treaty of 
Economic Integration must have a label in Spanish 
that reads “Central American Product made in (name 
of the country where the product was made)” further 
reinforcing to all Central Americans that we live in an 
integrated region. Moreover, the recent emergence of 
Central American Value Chains has come to reaffirm 
the fact that Central America and its industrial sector 
are integrated. The sports textile value chain in the 
northern triangle of Central America, and the beef and 
dairy value chain in the southern triangle of Central 
America are prime examples of this.

Over 90 per cent of Central Americans were born 
into an already integrated region, therefore we believe 
that it is not so much a case of convincing Central 
Americans about the benefits of an integrated region, 
but to visualise the process and raise awareness of 
how an integrated region benefits us all. In order to 
achieve this, SIECA is carrying out a set of efforts that 
include the Regional Economic Integration Fora, the 
Centre for Studies on Economic Integration (which 
is currently being built in SIECA), and the Central 
American Trade Network, to mention a few. These 
efforts seek to strengthen the ties with academia, civil 
society, the private sector and youth. The Regional 
Integration Fora already have over 60,000 people 
talking about them on social media, something that 
was unheard of a few years ago.

One of the criticisms levelled at SICA, as 
with other regional blocs, is that it is overly 
bureaucratic. How do you think the organisation 
could be streamlined, and how would you go about 
improving its efficiency?

The economic integration subsystem has a peculiar 
trait that makes it non-bureaucratic. All the resolutions, 
agreements and regulations adopted by the Council of 
Ministers of Economic Integration are incorporated into 
the legal instruments of economic integration and thus 
become national law. In case of conflict between national 
and regional legislation, the regional shall prevail. This 
streamlines the process and makes it very efficient.  F
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TONY MALOUF 
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(the Apparel and 
Textile trade office of 
Guatemala) and President 
of Guatemala’s Apparel 
Sourcing Show for the 
last ten years, Mr Malouf 
is General Manager of 
Tejidos Corporativos, 
a textile company 
based in Guatemala 
City, Vice President of 
AGEXPORT (Guatemala’s 
Export Association) and 
Second Vice President 
of CACIF, the body that 
coordinates the country’s 
private sector industry 
associations.

Making business better

Guatemala has made significant economic 
and social progress since returning to peace 
two decades ago, and its macro-economic 
indicators are healthy by any standards. 

In 2013, the country’s economic activity expanded by 
3.7 per cent, by 4.1 per cent last year, and is predicted 
to reach 4.5 per cent for 2015. Earlier this year, the 
International Monetary Fund praised the country’s 
economic outlook, citing “prudent macroeconomic 
policies” and “relatively low inflation” that slowed to 
3.4 per cent in July from 4.7 per cent a year earlier. 

Guatemala’s economy has recovered at a modest but 
consistent pace since the global financial crisis of 2008-
09, thanks to prudent macroeconomic policies and a 
more diversified economy in comparison with other 
Central American countries, which has helped cushion 
the impact of external shocks. Growth in recent years 
has been driven by rebounding domestic demand, 
higher remittances from Guatemalans overseas, and 
generally favourable monetary conditions, all of which 
occurred against the backdrop of a recovery in the 
United States, Guatemala’s main trading partner. 

That said, Tony Malouf, Vice President of the 
Exporters’ Association AGEXPORT and of CACIF, 

the body that coordinates the country’s private sector 
industry associations, argues that sustained growth 
will require doubling recent growth rates. In response, 
the private sector is working with the government and 
agencies, both private and public, to tick off a checklist 
of tasks that includes promoting innovation, increasing 
competitiveness, attracting more foreign investment, 
creating jobs and entrepreneurship, and boosting exports. 

“Things are improving, that much is clear, and 
overall, the economic environment is getting better 
as well: we are tackling corruption and improving 
governance – which has been recognised by 
Transparency International – and we have also worked 
on improving life for businesses. The time it takes to 
set up a business now is just four days, an improvement 
that has been praised by the World Bank, among others 
– so, overall, the big picture is good. The challenge 
now is how to ramp up growth in the long term.” 

In the last 20 years, although the Guatemalan 
economy has grown by around 3.7 per cent annually, 
that rate is still too low to reduce poverty, which 
impacts 50 per cent of the population: Guatemala 
needs to grow at an annual average of 6 per cent, says 
the country’s private sector. 
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“Guatemala is small country – our population is just 
under 16 million – and we are still relatively poor: our 
domestic market isn’t big enough to sustain output, so 
if we want to grow and create jobs we’re going to have 
to significantly increase our exports,” says Mr Malouf 
from his office close to the shop floor at the Tejidos 
Corporativos textile factory he runs in Guatemala City. 

He believes Guatemala is well positioned to further 
boost the amount of goods and services it sells abroad: 
“We’re signatories to several trade agreements; we’re 
close to the NAFTA countries, and we have Pacific and 
Atlantic ports. We can ship to the United States, to 
Asia, and to Europe. In fact, the European market is 
particularly interesting to us; it’s harder to enter, but 
it’s more profitable.” Guatemala is already the largest 
exporter of manufactured products throughout Central 
America, and as trade barriers in the region begin to 
come down in the coming years, it will be well placed 
to enter its neighbours’ markets, says Malouf. 

Guatemala’s private sector is gearing up to take 
advantage of the country’s Association Agreement with 
Europe and looking beyond its traditional US markets: 
the country sells more than 4,075 different products to 
more than 140 markets worldwide, but its flagship exports 
are clothing and textiles, which were worth more than 
US$2.5 billion between 2012 and 2013, going mainly to 
the United States, Central America and Mexico. 

Sugar has grown to become another important 
export for Guatemala, along with coffee, which 
goes mainly to markets in the United States, Japan, 
Germany, Canada, Belgium, and Italy. Mining and 
metals is a growing sector, and is now worth around 

US$1 billion a year. The country is also moving into 
information technology, a sector that has grown by 5 
per cent a year since 2003. 

“We are also a major exporter of speciality products 
such as snow peas, cardamom pods, and poinsettia stems, 
and are increasingly attracting attention for the quality 
of our fish and seafood products,” says Mr Malouf. 

Improving foreign investment legislation
But despite the country’s huge investment potential, Mr 
Malouf says it’s proving hard to convince Guatemalan 
politicians to back the changes to the law the private 
sector says are needed to attract more foreign 
investment. “We’re pushing for a new investment and 
employment law, but there’s not enough support in 
Congress. Believe it or not, there is still opposition in 
many quarters to foreign investment, some legislators 
are fearful that outsiders will come in and take over the 
economy. As a result, it’s hard to attract investment.” 

He accepts that last year’s cut in the country’s ratings 
by Fitch to BB, albeit with a stable outlook, hasn’t done 
much to improve international investor confidence. 
The agency said Guatemala hadn’t made sufficient 
progress to materially enhance its growth prospects, 
widen its revenue base and improve its fiscal flexibility. 
Mr Malouf says that tax reform aimed at boosting 
government revenue has limited the government’s 
ability to take on reforms that would boost growth. 

In the meantime, CACIF has identified 25 main 
productive sectors in Guatemala that it wants the 
government to focus on, ranging from non-traditional 
agricultural exports, to tourism, business process 
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outsourcing, construction, energy, chemicals and 
plastics, financial services, and pharmaceuticals. 

“We analysed the bottlenecks that prevent us from 
achieving greater economic growth, to generate the 
necessary employment positions so the country can 
grow above an annual rate of 6 per cent. By working 
alongside members of these 25 sectors, we have been 
able to identify matters that should be confronted on a 
country level and prioritised,” says Malouf. 

“We are  a l so  working hard to  improve 
competitiveness and productivity, and to do that 
we need to innovate,” he adds, pointing out that 
Guatemalan companies still tend to work along the 
lines of seeing an opportunity in the market and 
building a business to address that need. What’s needed 
now is a high-growth approach to future opportunities: 
“These companies need to search where opportunities 
will be in two, three, or four years and ask themselves 
what they can do today to position themselves as 
leaders in that emerging market. They need to look 
at the long-term global trends and identify the ‘waves’ 
where demand will self-generate. In the agricultural 
world, for example, demand for organic products is 
growing faster than demand for non-organic products. 
Or take the example of our cardamom growers, who 
saw the market need in the Middle East and India.” 

Historically, Guatemala has exported products that 
satisfy basic human needs, such as food, beverages, and 
clothing, a strategy that has worked as long as volumes 
are large and prices steady, says Mr Malouf. “Too many 
of our exports are commodities, so we do not have a 
lot of control over their prices; some years we earn a 
lot and some we don’t. In a context where our energy, 
logistic, and workforce costs are not the cheapest in the 
region, let alone the rest of the world, we must migrate 
to an economy that focuses on more sophisticated 
human needs, where we can charge a premium price. 
Generally speaking, people are willing to pay more 
for convenience versus time, for a product with high 
added value, like our Zacapa rum, or for something 
they identify with,” he says.

Creating jobs, creating entrepreneurs
Over the last 10 years, nearly 1.4 million people 
have entered the job market in Guatemala, but as 
Mr Malouf points out, the economic structure has 
only been able to generate 200,000 formal jobs. The 
majority of people who enter the job market are either 
underemployed, without employment, or have had 
to migrate to the United States of America, he says, 
highlighting the long-standing problem of child 
migration. “Our second-biggest source of foreign 
revenue in this country is remittances; many families 
have come to depend on money sent from relatives 
working in the United States. But aside from the fact 

that these remittances will start to dry up in the coming 
years as families take root in the United States, there is 
also a huge social impact, with many families effectively 
being broken up because the father or mother, and 
often both, are working abroad, leaving the children to 
be brought up by their grandparents, who are unable 
to exercise the kind of parental authority needed, 
particularly on teenagers,” he explains. 

“This situation illustrates the importance of 
promoting entrepreneurship. In the final analysis, the 
country has three options to boost its economy and 
generate more employment: it can strengthen existing 
companies, attract foreign investment, or create new 
companies,” says Mr Malouf. If Guatemala wants to 
close the employment gap, a dynamic entrepreneurial 
agenda must be defined to complement the work in the 
areas of competitiveness and investment promotion. 
This means improving coordination between 
organisations in the entrepreneurial ecosystem and 
closing specific support breaches, formalising the 
channels of risk financing, and enlarging markets for 
new companies through programmes for providers, as 
well as further improving the business environment for 
new companies, especially to facilitate their opening 
and closure. 

At the same time, Guatemala is forging new trade 
alliances and agreements with the larger emerging 
economic powers, according to Mr Malouf. He highlights 
the work of the Foreign Ministry in linking trade to 
diplomacy, which has seen the country establish ties with 
India, one of the world’s biggest textile manufacturers. 

“We have opened an embassy in India, and we have 
already had a number of visits from trade delegations. 
The Indians are impressed with our textile industry and 
know that we have the spare energy capacity to increase 
production. Our workforce is capable, and of course 
the Indians are interested in taking advantage of our 
location. They may be interested in building factories 
here that are close to the US market,” he points out. 

Finally, there is the question of how the corruption 
scandal that has already brought down the Vice 
President and other senior government officials 
will affect the country’s business climate. “CACIF’s 
position is clear: we think that whatever happens, even 
if the entire cabinet resigns, what really matters here is 
that the money that has been stolen is returned. This 
money is our money, it belongs to all Guatemalans, and 
people are right to be angry about what has happened,” 
he says, adding that he believes Guatemala may have 
reached a turning point for the best. 

“I’m optimistic about the future, and I’m buying 
more raw material. I’m investing in the country. 
It’s simple: people need jobs, and that is what the 
private sector is about: We’re fighting for the country 
economically by trying to make business better.”  F

GUATEMALA

FIRST



IntervIew wIth MARIO KOEHLER
director, blue oil suPPly comPany

MARIO KOEHLER
is a seasoned business 
manager, investor, 
dealmaker and business 
developer with ownership 
stakes and executive 
roles in companies 
with activities in Latin 
America. Since 1998, 
following successful 
careers with AIG and the 
Boston Consulting Group 
in the US, Europe and 
Argentina, Mr Koehler 
founded Orion Asociados, 
a business development 
firm based in Buenos 
Aires. Since 2014, he has 
collaborated with Blue 
Oil Group as a Director 
responsible for business 
development and growth.  

Survival of the fittest

Even in an environment such as the oil 
industry, long dominated by global 
behemoths, it is still possible for niftier, 
nimbler players, able to see the gap between 

supply and demand, to wrong-foot the big boys and 
earn themselves a significant share in retail and 
industrial markets. 

Which is what one independent has been doing over 
the last 11 years: first in Guatemala, and now in Chile. 
Blue Oil Group’s expertise, acquired by its small team of 
traders over decades, is identifying markets with serious 
refining capacity shortage, then finding alternative 
sources of oil products to meet demand, creating 
competitive and reliable supply chains in the process. 

“Put simply, we achieve differentiation from our 
much bigger competitors by offering better-priced 
products and improved services, which, over time, 
brings us greater market share,” explains Mario 
Koehler, who took over six months ago as Blue Oil’s 
head of business development. 

The company also chose Guatemala because it has 
a transparent pricing mechanism: “Once you have 
that you can set up an oil supply distribution hub 
that creates onshore enterprise value and relies on its 
efficiency for its success,” says Mr Koehler. 

After identifying Guatemala’s potential, Blue Oil’s 

team began supplying the market there in 2003, 
initially on an offshore basis by selling to an importer 
that sought to supply the country’s independent service 
stations. The biggest entry barrier in the Pacific Coast 
of the Americas, and in Guatemala, is the chronic 
shortage of refined oil products such as diesel, gasoline, 
and fuel oil. 

In June 2005, Blue Oil had the opportunity to take 
control of the Arcenillas Terminal in Puerto Quetzal, 
and it took it. The company’s move onshore Guatemala 
as an importer was precipitated by the authorities’ 
discovery that its only client (who was buying from it 
offshore) had been evading taxes for several years. 

“Unless Blue Oil moved its presence onshore to 
take control of its storage and distribution, we were 
at risk of having our inventory seized to pay the rogue 
client’s tax debts. The burden of proof was on us to 
show the authorities that were a separate entity, so we 
spent two years building up our corporate reputation 
and learning the market,” explains Koehler. Ten years 
on Blue Oil has a hard-earned reputation as one of the 
Country’s top corporate citizens.

Not that Blue Oil’s entry into the Guatemalan market 
wasn’t met with resistance. The country’s distribution 
market was controlled by Shell, ExxonMobil, and Puma 
Energy, owned by Trafigura, the world’s third-largest oil 
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and metals trader. Their response to their upstart rivals 
was to hold onto market share at any price. 

Blue Oil’s superior origination and hedging strategies 
paid off. “Although we at Blue Oil initially held our 
ground and eventually grew our market share, the strategy 
led the two majors, Shell and Exxon to exit the market. 
Exxon sold out to Puma and Shell to the Honduran 
conglomerate Unopetrol,” recalls Mr Koehler. 

Unfortunately, both the new owners seemed to have 
a similar strategy for their new acquisitions – to grow 
market share. Added to the entry of a new importer in 
the market, this wreaked havoc on margins until the 
middle of 2013. Again Blue Oil held its ground and 
increased market share.

“We hung in there and barely survived – but we 
survived. As time moved on, we came to see who were 
our allies among our clients. What’s more, the price 
war opened our eyes to a lot of things and allowed us to 
understand that we needed to integrate further, and so 
we set up alliances with 65 gas stations, some of which 
are branded Blue Oil, and some not,” says Koehler, 
adding that the main point is the agreement with gas 
stations to buy their fuel from the company.

Mr Koehler, who started out in consultancy – he 
moved from Germany to Argentina to set up the Boston 
Consulting Group’s Argentinean office more than two 
decades ago – highlights the importance of strong local 
backing in Guatemala, “even though outsiders are 
not put at a disadvantage. There are obviously some 
difficulties specific to the market, but to us the positive 
aspects have outweighed any difficulties and allowed us 
to maintain and grow our presence.” 

 Finally, after two very difficult years between 2011 
and the middle of 2013, Blue Oil began to see its 
market grow. “I guess what doesn’t kill you makes you 
stronger,” says Mr Koehler. 

He describes the last decade as a “long haul”, but says 
that over the last year the company has integrated into 
controlling gas stations. “The situation in Guatemala 
shows that we can hold our own in a competitive 
market, which can only be done if we are actually there, 
vertically integrated with a share of the market.” Blue 
Oil now controls around 22 per cent of the supply of 
the service station market and 15 per cent of the total 
oil market in the country.

The company doesn’t see itself as a middleman, and 
owns its oil cargoes, which means it can look at ways to 
position itself and buy a stream from a certain country 
and then sell it to the best markets to realise its value, 
notes Mr Koehler.

For example, he says, a logistics operator would look 
at a terminal as a way to increase its revenue on logistics 
and to get as many clients as possible, while Blue Oil 
looks at a terminal as a way to access a market. “We 
don’t want other people to use it and share that market. 

So, for us, the only real entry barrier to market is a 
terminal, instead of a US$4 billion refinery,” he says, 
highlighting the company’s entrepreneurial approach.

Blue Oil’s philosophy is rooted in its background as a 
trading company, according to Mr Koehler. The group 
was born out of the long-term collaboration of a team 
of traders, operations and finance experts that have 
been supplying oil to the Pacific coast of the Americas 
for over a decade. In the early days, it worked as a unit 
in a joint venture with a medium-sized oil trading 
company that concluded in December 2003. During 
this four-year relationship, its team operated most 
of the diesel cargoes that were imported into Chile, 
Peru and Ecuador, as well as a large proportion of the 
gasoline imports. The company employs around 100 
people worldwide, and also uses contractors. Unlike 
many of its competitors it is extremely asset-light, 
and doesn’t even own trucking fleets or a shipping 
operational department.

Mr Koehler, who stayed on in Argentina after 
leaving Boston Consulting, going first into the 
pharmaceuticals industry and then equity fund 
management, says that after a decade in Guatemala, 
Blue Oil plans to stay, and that the company is not 
worried about the recent protests against corruption 
that have brought thousands of people onto the streets 
of the capital to call for the government to stand 
down, after the revelation of a massive customs fraud 
network known as ‘La Línea’, allegedly led by the then 
Vice President’s private secretary. The Vice President 
has since resigned, along with other senior cabinet 
members and officials. 

“We’re not overly concerned about the political 
situation here. We’re a British multinational company 
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that is well-known and respected in Guatemala, and, 
very importantly, under this administration we have 
felt supported by the British Embassy. The powers that 
be here know that we’re a serious outfit, and that our 
dealings are transparent. We don’t believe in business 
models that depend on the government of the day: we 
pay our taxes and we get on with business,” says Mr 
Koehler, adding that street protests can be a healthy 
sign of the country’s democracy. 

Applying the highly flexible business model it has 
developed over the last decade in Guatemala, Blue Oil 
is once again playing to its strengths on spotting a good 
opportunity, and is now embarking on the next phase 
of a growth strategy focused on the Pacific Rim, as it 
sets up operations in Chile. 

The company is building an 86,000 cubic metre fuel 
terminal at the port of Mejillones, in the Antofagasta 
region of northern Chile, where it has already begun 
supplying the local mining industry. Blue Oil’s terminal 
is expected be fully operational by the first half of 2017. 

Mr Koehler believes its experience in Guatemala, 
albeit drawn from the retail market, has helped prepare 
the ground for its move into Chile, where it will be 
dealing with industrial customers. 

Chile had been on Blue Oil’s radar for some 
time, says Mr Koehler, as the company saw another 
opportunity where others might be put off by the 
challenge. “It’s a country where there is considerable 
corporate concentration: around 20 major holding 
groups control something like 60 per cent of the 
economy, and these giant groups wield huge power 
and political influence.” 

What’s more, he adds: “Its fuel supply is highly 
import-dependent, and distribution is highly 
concentrated. Around 60 per cent is controlled 
by COPEC, and in the North that share recently 
increased to an unwieldy 90 per cent or so. COPEC 
has the biggest network of gas stations, followed by 
Enex and Petrobras.” And yet only around 65 per cent 
of petroleum products are refined in the country – and, 
crucially, mostly in the South. 

Blue oil contacted mining companies operating in 
Antofagasta, who were keen to find alternatives to 
ensure competition and to guarantee supplies in case 
of any disruption to COPEC’s facility. “What’s more, 
no other terminals will now be built in the area. It was 
a perfect opportunity for us, and the timing was just 
right: COPEC had just won a US$2.3 billion tender to 
supply CODELCO, and Petrobras was already over-
extended. The mining companies were telling us: ‘we’ll 
give you the business, just give us a good price and 
build a terminal’. It was like chatting up the prettiest 
girl at the party while her date is getting drunk,” is how 
Mr Koehler describes the move. 

He says that Chile also made sense because of its 

import-parity cost structures, along with monitoring 
from anti-trust authorities: “If the big players throw 
their weight around, we know the government will step 
in. Antofagasta, where we will be operating, is in need 
of supply alternatives, and demand for diesel has been 
steadily growing, and will continue to grow. There are 
only two other terminals to supply the region: COMAP’s 
in Antofagasta, and COPEC’s in Mejillones. 

In short, Blue Oil’s competitive position in northern 
Chile is solid. It can competitively source under the 
same conditions as current importers; it controls 
multiple discharge locations along Latin America’s 
Pacific coast, allowing for logistical and volume 
efficiencies; and the company already has considerable 
experience supplying Latin America from Asia, which 
allows for greater competitiveness compared to 
supplies from the US Gulf coast. What’s more, argues 
Mr Koehler, Blue Oil can manage transfer prices so as 
to sustain price competitiveness. 

The total cost of the two-phase project is US$31 
million, which Blue Oil hopes to raise locally. The IRR 
is between 20 per cent and 25 per cent leveraged. “We’re 
looking to build up around a 25 per cent share of the 
market in the region, with projected sales volumes of 
360,000 cubic metres a year. Unlike in Guatemala, our 
target customers are industrial: mining, transportation, 
and energy generation,” says Mr Koehler. 

Blue Oil will have its hands full getting its Chilean 
operation off the ground for the next couple of years, 
but is already looking around for new opportunities 
along the Pacific coast of the Americas, a region it 
now knows well, and that offers opportunities to 
bring in supplies from Asian markets. “We will stick 
to the Pacific. It’s a region we have come to know and 
understand. I don’t think it would make sense for us to 
try our hand in, say, Brazil,” says Mr Koehler.

“We’re watching the situation in Nicaragua closely, 
where a canal is being built to connect the Atlantic 
with the Pacific. There is huge potential there for us 
to further develop a terminal and distribution system. 
Southern Peru is also very interesting, especially if we 
can find a partner that has infrastructure we can work 
with. We could even move into energy generation, 
either there, or even in Chile. We don’t even rule 
out moving into somewhere really tough, like north-
western Mexico, and sitting it out until the situation 
there recovers. Don’t forget that from 2017, gas stations 
in Mexico will be free to buy from whichever supplier 
they wish. I believe that we could compete with Pemex, 
no problem,” says Mr Koehler, adding: “we’ve learned 
a lot in the last decade, and at the end of the day, in any 
tough market, whoever can deliver will find a buyer. In 
this business you can’t follow somebody else’s path – you 
have to pave your own.”   F
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The power to integrate

What is your assessment of the current state 
of Guatemala’s power sector, 17 years after 
privatisation?

As a result of the privatisation and subsequent reforms, 
the Guatemalan electricity sector is now a vertically 
segmented industry, with many players and competitors 
active in all stages of the process. Today, we have over 
80 plants operating in generation, seven transmission 
companies, three distributors, and 17 municipal 
distribution companies.

The consistency and transparency of the legal and 
regulatory framework, coupled with the recent moves 
to incorporate new generation and transmission, has 
resulted in more than 1,600 MW of new capacity 
in different types of generation technology, which 
represents more than US$4.8 billion in new investments 
and a 60 per cent expansion of the transmission system.

How serious an impact has the recent drought had 
on Guatemala’s electricity market? Should the 
country be looking to diversify its energy matrix 
away from its current reliance on hydroelectricity?

Compared to previous years, Guatemala’s generation 
matrix is now balanced in such a way that it allows us 

to minimise the impact of the 30 per cent reduction 
in hydro resources that we have seen as a result of the 
recent water shortages.

One of the guidelines of the country’s energy 
policy is to diversify our power generation options by 
prioritising renewable energy sources, whilst at the 
same time increasing the country’s energy supply at 
competitive prices so as not to limit the inclusion of 
other renewable technologies. In fact, our first wind 
and solar projects are already operational.

What steps is the country taking to adapt its 
system to new means of generation, such as 
solar, geothermal, and biomass? Which renewable 
sources offer the greatest potential for growth, in 
your view? 

In 2007, the country made a series of changes to 
the regulatory regime that mean we now have 
biomass, wind and solar power contributing to the 
diversification of the energy matrix, and we are now 
making legislative and technical adjustments to 
incorporate these renewable technologies into the 
electricity grid. Studies are also underway to update 
our knowledge of the geothermal potential that the 
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country has, which is the energy source that offers the 
most potential after hydro. 

The long-awaited Jaguar Energy coal-fired plant 
is due to begin commercial operations later this 
year. What impact do you expect it to have on the 
domestic and regional electricity markets?

Whilst it is true that the project has suffered from 
delays, it’s important to note that its impact on the 
domestic market has been immediate from the moment 
it was awarded: subsequent tenders for other energy 
projects have been lower, which has brought down 
prices overall. As a result, it is now possible to increase 
opportunities in the regional market, provided that 
the other countries of the Regional Electricity Market 
[MER] are willing and able to use our electricity 
supplies in their systems. 

Guatemala’s sugar industry was the country’s first 
private electricity generator, using its own waste 
biomass, supplemented with coal and fuel oil. How 
significant is its contribution today, and what 
other industrial sectors have the greatest potential 
to contribute to the market?

Currently, the sugar industry accounts for about 22 
per cent of the effective capacity of the system through 
biomass generation. In 2014, it contributed 18 per 
cent of the annual generation and so far in 2015, it has 
contributed on average 30 per cent.

Its contribution is significant and it remains the 
industry with the greatest potential to contribute to 
the market.

What more can be done to address the issue of 
energy price competitiveness in Guatemala and 
Central America vis-à-vis your giant neighbours to 
the North?

We need to make better use of the transmission 
capacity of the MER, which means reinforcing all its 
members’ electricity distribution systems – something 
that will give us greater ability to import and export 
power, thus encouraging greater regional competition.

Guatemala has undertaken several projects with its 
neighbours to increase the stability and reliability 
of its power supplies, and by extension that of the 
region, including an interconnection with Mexico, 
as well as the regional project known as SIEPAC. 
How are these initiatives progressing, and how 
do you see the regional electricity sector evolving 
over the next five to 10 years? 

The interconnection with Mexico is already an 
important infrastructure project and, since its entry 
into operation in 2010, has allowed us to import low-
cost energy from our neighbour country; imports 
during 2014 accounted for 4.73 per cent of the energy 
consumed in Guatemala. Furthermore, Mexico’s surplus 
has contributed to the stability not just of our electricity 
system, but that of the rest of Central America.

The SIEPAC project has increased Central 
America’s regional transmission capacity, allowing 
Guatemala to export 12 per cent of the electricity 
it generates. Over the next five to 10 years, due to 
surplus production, Guatemala will share more of its 
power through interconnections with its neighbours, 
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forcing producers to be more aggressive and to look 
to the MER and Mexico – which recently opened and 
liberalised its energy market – to increase exports. This 
will require more regional transmission infrastructure.

In addition, it is important that the members of the 
MER succeed in consolidating the market through 
the creation of a stable regulatory framework and 
institutions that give confidence and certainty to 
market participants.

As the leading exporter of electricity in the region, 
Guatemala has long been at the forefront of the 
trend towards greater integration of Central 
America. It is in the minority, however, as one of 
only three liberalised electricity markets, along 
with El Salvador and Panama. How serious is this 
asymmetry facing the implementation of high-risk 
projects like the gas pipeline proposed by Mexico 
and backed by the IDB?

As the principal exporter of energy to the region, 
Guatemala wants to see greater integration between 
countries with liberalised markets and those that 
are yet to privatise their electricity sectors. In this 
context, it is important to mention that the framework 
treaty for the MER acknowledges that there are five 
countries in the region that are unlikely to move 
towards a liberalised market. Article 5 of the treaty 
stipulates that while members can allow the same 
company to carry out transmission, generation, and 
distribution, they should be clearly divided into 
business units allowing for the identification of the 
costs of each activity. Regional bodies should enforce 
this provision and ensure that it is fulfilled, because 
this is the best way to reduce the risks involved in 
major projects such as the proposed gas pipeline from 
Mexico, and to increase its feasibility.

What is your assessment of the harmonisation 
process within the MER? What investment 
opportunities does the MER present, and how 
should overseas players position themselves in 
order to take advantage of them?

I believe the MER harmonisation process has been 
carried out correctly, now that it has been recognised 
that several provisions contained in the MER rules 
could not be implemented because of the realities of 
the markets and electricity systems of the countries 
of Central America, for which reason the regional 
entities have issued provisions such as the PDC 
Complementary Detail Procedure, which have 
allowed for national regulations to be harmonised 
in such a way that national markets can coexist with 
the MER. 

In the case of Guatemala, our legislation has been 
harmonised with that of the MER, allowing us to 

maintain our market model while our companies can 
take advantage of the opportunities which the MER 
represents. Regarding investment opportunities, 
currently there is no mechanism or incentive for long-
term contracting, so I think they are very limited. At 
present, most investment is the result of processes and 
incentives created by each of the Central American 
countries to meet their supply needs, rather than 
decisions taken on the basis of regional planning or 
incentives provided by the MER.

Guatemala has the fastest electricity sales growth 
in Central America, with a compound annual 
growth rate of 6.6 per cent since privatisation in 
1998. Is enough being done to meet this growth in 
demand, in your view?

Electricity demand is increasing in response to 
economic growth and the number of new users 
connecting to the grid. For example, energy demand 
in 1999 was 4,595.73 GWh and in 2014 was 8,955.04 
GWh. To cover this rising demand for power and 
energy we have increased supply very successfully.

At present we have transmission capacity available 
through Guatemala’s three interconnections with the 
MER: two with El Salvador and one with Honduras. It 
is 300 MW at the minimum band (between 10:00pm 
and 6:00am), 260 MW in the medium band (from 
6:00am to 5:00pm, and 250 MW in the maximum band 
(from 5:00pm to 9:00pm).

Guatemala can meet Central America’s supply and 
demand gap, which in 2013 was 635.74 GWh, and in 
2014, 835.62 GWh.  

Guatemala’s power generation capacity exceeds the 
growth of domestic demand, meaning we have the 
ability to export surplus power.

How satisfied are you with the progress of the 
government’s Rural Electrification Programme 
(PER)? What more needs to be done in order to 
achieve full national coverage?

The PER – which the government has implemented 
through the National Electrification Institute (INDE) 
– means that by the end of 2014, 89.59 per cent of the 
country was supplied with electricity. Problems with 
coverage in isolated areas of Guatemala are not due 
to lack of power generation, but rather because there 
hasn’t been enough investment in transmission lines 
and power distribution, an issue that will be addressed 
by the PER.

The estimated investment in distribution for 2014 
was in the order of US$165.77 million, and the PER 
was designed on the hypothesis that it would require an 
investment of US$333 million, so we estimate that to 
achieve total coverage will require a further investment 
of US$167.23 million.  F
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Private sector driving change

Arguably the biggest obstacle to improving 
living standards in Guatemala is the fact 
that public policy priorities tend to 
change every time a new government 

comes in, a problem exacerbated by the weakness of 
the country’s institutions. 

“This explains in large part, why Guatemala doesn’t 
advance the way other countries do, almost 70 per cent 
of all medium level staff with in government changes 
every four years” says Juan Carlos Zapata, Executive 
Director of FUNDESA, a private sector think tank 
established in 1984 to push for economic and social 
development, with the goal of reducing poverty to 35 
per cent by 2021, when the country celebrates its 200th 
anniversary of independence. 

Responding to what it sees as the systemic failure of 
the country’s politicians and administrators to address the 
country’s long-standing problems, Guatemala’s powerful 
private sector has taken the initiative, and is driving an 
ambitious agenda aimed at bringing about political and 
judicial change, while at the same time promoting a wide 
range of citizens’ programmes to empower communities 
to address the issues that affect them, such as health, 

education, technical training and crime. 
“One of the greatest challenges we face is that we 

cannot continue advancing without making fundamental 
structural changes. This means reforming certain laws 
and introducing others that will allow the modernisation 
of the institutional framework,” says Mr Zapata. 

Working with Dalberg Global Development 
Advisors and the Center for International Development 
at Harvard University, to analyse the main constraints 
on economic growth as Guatemala began to emerge 
from decades of conflict in the 1990s, FUNDESA 
established a clear link between social inclusion and 
overall economic improvement. According to Mr 
Zapata, tackling social issues allows the private sector 
to “focus on increasing investment and generating 
more opportunities in Guatemala.”

“Through our initiative known as ‘Mejoremos 
Guate’ (Let’s Make Guatemala Better) the private 
sector is supporting an economic and social agenda 
through open and inclusive dialogue based on public 
policy advocacy. The aim is to achieve consensus on 
a national plan: working with civil society leaders, 
indigenous authorities, and the government to build 
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a more prosperous, egalitarian, safe, and just nation,” 
says Mr Zapata. 

Mejoremos Guate focuses on initiatives that aim 
to create more employment, boost investment in 
education and health, and strengthen security and the 
rule of law. 

For example, its ‘1,000 Days Window’ programme 
seeks to guarantee health and nutrition services for 
children in the first two years of life. 

On education, the group has established three goals: 
to ensure students are in the classroom at least 180 
days a year; improve teacher training; and increase 
student performance. Another initiative, Guatemala 
Visible, seeks public sector transparency by publishing 
information about elections and government 
appointments online and calling for a strengthened 
judicial system.

Unsurprisingly, given its roots in the private 
sector, FUNDESA believes that business is the 
key to eradicating poverty in Guatemala: “Above 
all, Mejoremos Guate is about generating more 
investments, creating employment, and improving 
income generation in order to help the state fulfill its 
obligations, thus letting us enjoy a more prosperous 
Guatemala. Increasing prosperity must be about creating 
opportunities to generate income – with the additional 
benefit that success in generating employment comes 
mainly from economic growth. Meanwhile, an 
increasing labour force has a more than proportional 
impact on the income the state receives, increasing 
support to the least privileged and maximising the 

impact of the transfer effect,” says Mr Zapata. 
Funded by donations from its members, FUNDESA 

also believes that Guatemala’s development is being 
held back by crime and an inefficient justice system. 
The country’s high homicide rate is extremely 
disturbing, with more than 31 deaths for every 100,000 
inhabitants per year. As well as the cost in human lives, 
violence also has direct costs on economic activity. 
According to UN figures, these costs are equivalent to 
7.7 per cent of GDP. Studies show that if the homicide 
rate was cut by just 10 per cent, the country’s GDP 
could increase by almost 1 per cent every year. 

“Among these costs are direct losses in production, 
higher costs in health services, institutional costs to 
fight criminal activity, expenses in private security, and 
other material costs,” says Mr Zapata. 

As a consequence, Guatemala is classified, on a 
global scale, as one of the least competitive places to 
do businesses because of the high security costs. More 
than the direct cost this represents, says Mr Zapata, it 
is important to mention the lost opportunities from 
investments that never occur as a consequence of the 
high risk of violence. 

Mejoremos Guate works with a range of citizens’ 
platforms, such as the anti-crime initiative Alertos, 
which involves communities and individuals in reporting 
crime and dealing with delinquency at a local level. 

“Reducing crime is a gradual process: it requires 
prevention and dissuasion measures, such as focusing 
on the needs of vulnerable groups, reclaiming local 
environments, and risk control, along with peaceful 
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conflict resolution through mediation and respect for 
human rights. At the same time, our police and security 
forces need better training and resources,” says Mr 
Zapata. He argues that the judicial process needs to be 
improved by strengthening the institutions involved and 
by separating functions. “Finally, we need to focus more 
on the rehabilitation of offenders, which means better 
prison infrastructure, attention to minors, and finding 
solutions other than simply locking more people up.” 

FUNDESA says that the steady improvement in the 
country’s economy and business environment – as well 
as a reduction in the homicide rate – are results of the 
partnership between the public and private sectors.

But challenges remain. “One of the areas that 
we have been working on is how to reduce conflict 
activity towards large investments in rural areas,” says 
Zapata. “We are working on our key issues in the long 
term, but in the short term we have to generate the 
opportunities and build the infrastructure in order to 
improve our competitiveness and productivity, thereby 
reducing poverty,” he explains.

Guatemala’s ‘Arab Spring’
The uncovering of a massive tax fraud ring in 
Guatemala has prompted widespread public outrage, 
with thousands of people taking to the streets to 
protest, and sparking a political crisis as September’s 
general elections draw near.

On April 16, authorities arrested 22 people – 
including the current and former heads of Guatemala’s 
tax collection agency – in the culmination of an eight-
month long investigation into a criminal network used 
to defraud the state.

The crime ring was dismantled by a joint 
investigation by Guatemala’s Public Prosecutor’s 

Office and the CICIG, the International Commission 
Against Impunity, and implicates officials in the highest 
levels of government. Although Vice President Roxana 
Baldetti was not directly linked to the fraud ring in the 
initial investigation, when her private secretary, Juan 
Carlos Monzón Rojas, was identified as its leader, she 
resigned under increasing public pressure. 

The criminal network has been called ‘La Linea’ 
(The Line), in reference to a certain cell phone 
number that businesses used to illegally negotiate the 
amount they were required to pay in customs taxes. 
Thanks to the network, businesses received a 25 
per cent “discount” on the fees when their property 
cleared customs; approximately 50 per cent was paid 
to the state and the rest to the defrauders. Prosecutors 
estimate that Guatemala lost around US$120 million in 
tax revenue to the scam, and the ongoing investigation 
has begun to reveal corruption that extends to the 
judicial branch.

“Guatemala is often cited as one of the most unequal 
countries in Latin America, and the recent scandal is 
just one illustration of the incredible divide between 
the country’s haves and have-nots. In the case of La 
Linea, for example, individuals at the top of the chain 
allegedly raked in millions of dollars per year while 
state institutions went underfunded, lacking important 
resources,” says Mr Zapata.

Mr Zapata points out that for the first time in 
Guatemala’s recent history, public condemnation of 
state corruption has come not solely from progressive 
voices, but from a truly diverse cross-section of 
Guatemalan society, including the powerful private 
sector lobby group, CACIF, with which FUNDESA 
works closely. Many feel that Baldetti’s resignation is 
not enough to address deep concerns about the way the 
country is governed.

Furthermore, the network uncovered by the CICIG 
reflects what is often referred to in Guatemala as a 
larger “pact of impunity” – an arrangement between 
powerful sectors to protect their interests, resources, 
political power and invulnerability to prosecution. 
There are also widespread demands, backed by 
FUNDESA, for wrongdoers to return stolen money. 

Optimistically, Mr Zapata believes that the 
corruption scandal, and the widespread anger it has 
prompted, could be the tipping point for Guatemala, 
ushering in the reforms FUNDESA has been 
campaigning for. 

“The important thing now is that this scandal 
doesn’t derail the political process: we have elections 
due in September, and they must go ahead. And a new 
government must take office in January. If this happens, 
then the new administration can begin addressing the 
concerns of people and to implement the change this 
country needs,” says Mr Zapata.  F
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