
 

6. SWOT ANALYSIS  

 

6.1. Strengths. 

a) El Salvador has a strategic position in the heart of the Americas, which offers an easy 

access to the Caribbean market, as well as the South, Central and North American 

markets. This geographic position helps El Salvador to become a regional center of 

distribution. 

b) El Salvador has the U.S. Dollar as official currency, which keeps a stable exchange 

rate, and helps the Salvadoran system banking to have the lowest lending rates in Latin 

America. Moreover, the Salvadoran banks are the best in the region, and the government 

keeps the lowest inflation rate in the region. 

c) The Salvadoran natural and historic environment has been attracting visitors from 

around the world, especially the Mayan route, the beaches to practice surfing, the forests 

and the well preserved old Spanish towns. 

d) The Salvadoran government has been investing in social programs, helping the people 

to have a better access to education, which has been placing the country as leader in 

education systems and leader in information systems as well. 

e) El Salvador has a developed infrastructure to improve the service sector, such for 

example, the most modern and largest airport in the Central American region, and one of 

the most modern in Latin America. The seaport La Union becomes the biggest and most 

modern in the region, which will connect to the dry canal that will start operations in 

2009, connecting the Pacific and Atlantic Oceans. 



f) The Salvadoran government’s economic policies have been placing El Salvador among 

the most open economies in the world, and the second most open economy in Latin 

America attracting investors from over the world. 

g) The labor force is the most efficiently in the region. It has the 90% of efficiently 

according to the U.S. standards. 

 

6.2. Weakness 

a) Wages are the highest in the region, as well as labor benefits, which may decline 

foreign investments. 

b) The size of the territory of the country is small, is about the size of Israel, which may 

have a negative effect to develop agriculture in large proportions. Moreover, the cost of 

land and electricity is the most expensive in the region. 

c) El Salvador doesn’t have mineral resources, just gold in uncertain quantities. 

d) There’s scarcity of farmers, as they have been accessing to education, or they have 

been investing in micro enterprises. Therefore, the government has been hiring hundreds 

of foreign farmers from Honduras and Nicaragua, who have labor benefits by law, and 

daily food. 

 

6.3. Opportunities. 

a) Japan has been affected by paying high taxes in the Panama Canal since the Panama 

government took the control on it in 1999, as Japanese vessels are the main users of the 

Panama Canal. This fact has been favorable for El Salvador, as Japan has been investing 

to build La Union seaport, which is the biggest seaport in the region, in order to build a 



dry canal to cross from the Pacific to the Atlantic Oceans. This dry canal will be faster 

and cheaper, as will spend just 6 or 7 hours to be crossed (the Panama Canal spend 72 

hours). 

b) The global economy is improving, which helps El Salvador to keep an attractive 

economic growth. 

c) The Central American region has opened borderlines, which makes a better business 

environment, and facilitates the movement of tourists. Moreover, airplanes have domestic 

flights in the region covered by Mexico, Guatemala, Honduras, and El Salvador, to attract 

tourists to visit the Mayan route. 

d) The Central American region works together to negotiate important free trade 

agreements. They already signed a free trade with the United States, and are negotiating a 

free trade with the European Union. However, El Salvador has been also signing free 

trades agreements with other countries such Taiwan, Panama, Colombia, Mexico, Chile, 

Dominican Republic, and the rest of Central American countries. 

e) The United States is the main producer of ethanol in North America and Brazil in 

South America; both of them have placed El Salvador as the regional producer in Central 

America. 

f) The Central American region is the most stable economic region in Latin America, and 

the only one with an attractive tourism growth, which helped El Salvador to get the 

highest tourism growth in Latin America in 2006. 

 

 

 



6.4. Threats 

a) Frequently, some foreign investors still keep in mind the idea of civil war in El 

Salvador, as well as its effects of violence. However, the war finished in 1992, and was 

declared as a model to solve conflicts by the United Nations. Therefore, the Salvadoran 

government has been working hard on promoting the brand “El Salvador… impressive” 

by participating in international fairs worldwide, as well as placing the INTERPOL 

regional office in El Salvador. 

b) The economic and political instability in some Latin American countries may affect 

the business environment in El Salvador. 

c) The highest competition worldwide is a challenge but also could be harmful to 

achieving objectives, especially the high economic activity in some emergent Asian 

countries like China. 

 

 

 

 

 

 

 

 

 

 


