
It is important to educate businessmen and creditors that the term "bankruptcy" or "insolvency"
should not be misinterpreted as a bad term in today’s world, since we live in a free market
country. Which means that there are, both, successful businesses, and failed businesses that
result in insolvency.

A good insolvency law, especially in these times of economic hardship, becomes a necessary tool for
debtors and creditors in general. In Guatemala there is a proposed law, however, such regulations
have not yet been enacted. The current government is urging for this to happen promptly by
promoting the discussion and analysis of said regulations. In this regard, some considerations are
made herein to explain why this law is beneficial and necessary in these times, as it would help
Guatemala improve its score in the World Bank's Ease of Doing Business Index.

THE NEED FOR AN INSOLVENCY
LAW IN GUATEMALA 

oday more than ever, governments must support entrepreneurs with an appropriate regulatory
framework that allows them to do business and generate a good climate in the communities
they develop their operations.

M O N T H L Y  N E W S L E T T E R
T H E  L A W  F I R M  O F  C E N T R A L  A M E R I C A

T

Even though there is already a proposed law in Guatemala, the Government is pushing for the
promulgation to happen promptly, through analysis and discussion of the regulations.



It is then that an insolvency law is so relevant and important, since: (i) it establishes clear rules in
a financial stress situation between the debtor and the creditors; (ii) it takes into consideration all
creditors (depending if their credit is privileged or not), preventing creditors from competing with
each other to achieve better positions to the detriment of others (namely, orchestrating all
claims); (iii) it creates the conditions to reach agreements for the benefit of the majority rather
than of a minority; (iv) it allows the debtor to reorganize or renegotiate conditions, obtain
remedies, waivers and thus continue to operate in order to produce and settle their debts, instead
of only having the option of liquidating its assets, as currently regulated by the Collective
Execution processes; and, (v) supports the entrepreneurial spirit, since it is a tool that allows to
measure risk, as it provides protection if the business fails and grants a new start to the debtor in
case he manages to recover.

In conclusion, an insolvency law protects the “going concern” by offering an alternate opportunity in
difficult times, with a clear set of rules to achieve this objective… So important nowadays!

The proposed insolvency law has elements in common with the federal bankruptcy law of the United
States, specifically, Chapters 7 and 11 of the title 11 (United States Bankruptcy Code) of the United
States Code (USC). This is positive since said regulations have proven to be useful in hardship times
such as the financial crisis of 2008. The most important mutual elements are that it contemplates
are that it contemplates the possibility to allow the debtor's asset manager to seek the business
continuity and not only its liquidation; likewise, it is contemplated that the debtor can continue in
possession of his assets throughout the insolvency process, so that such assets can be
economically profited thereof. Undoubtedly, this will bring benefits to the whole country since the
current regulations do not consider the business’ continuity.

In Arias Guatemala we have experience in this matter, as we have provided support to different
clients with the restructuring of their assets and given them advice in negotiations with creditors.
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