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E5. Guatemala: One Size Fits No One at All
In 2008, the Guatemalan government, with the support of the international community, enacted secured financing legislation based on the OAS model law. The reform attempted to emulate the model legislation, for the most part using it as a “cookie cutter” to stamp out the new law.

The OAS model law was developed in an attempt to provide a general platform for secured financing system reform. As a result, it does not include some important provisions that are meant to be developed by the implementers of each specific reform. One of the most important provisions in modern secured financing legislation coordinates the timing of when the legislation takes effect with the start of registry operations. It does not make sense to introduce secured financing legislation with priority rules based on registration when a registry does not yet exist. The OAS model secured financing law does not include such a provision, leaving it to individual countries to adopt a suitable provision. 
The Guatemalan reform program failed to include a provision postponing the effective date of the new secured financing law until after the registry was established. As a result, Guatemala had a law in force with no registry and consequently, no way to resolve conflicts over property rights that were supposed to be resolved based on registration. Later, a provisional registry was introduced in an attempt to address the problem, but it had a cumbersome registration procedure that involved a complicated fee structure based on the value of the loan. A second round of reform to establish a new registry was planned to take place in 2010.
E5a. Lessons Learned

1. Model laws are not a “cookie-cutter” solution. Available model laws and, to a lesser extent, guides should be regarded merely as background materials for reform. It is critical that international assistance has the expertise to analyze local circumstances, policies, and legal context, and reflect them in new secured financing legislation.

2. Legal and registry reform should be part of one reform program. The experience in Guatemala highlights an important feature of a secured financing reform program: it must be designed to include legal and registry reform. Each must be optimized for the other. A proposed law reform must consider the registry, which in turn must channel the law. Including both elements in one activity will save time and costs, and will ensure they are in harmony as they are developed.
