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1. ECONOMIC OVERVIEW

Venezuela's economy is in the midst of a profound transformation. From 1989
to 1993 Venezuela had one of the fastest growing economies in the world, with an
average real GDP growth of 8%. However, output declined in 1993 because of
mobgpoﬂﬂndummmy.hbmnumutmddgmdﬁmlmdmoncmypoﬁclu.
After four consecutive years of significant growth, in 1993 GDP contracted to -1%;
inflation reached 45,9%; and unemployment was approximately 8%. On the other
hand, the trade balance was positive for the fifth consecutive year. Total exports rose
to USS 14.2 billion, mainly due to the increase of the non-traditional exports while
the oil exports were stable at US$ 11 billion. These exports of goods and services
were destined principally to United-States (50%) and Colombia (39%). Only 1% of
Venczuela’s exports go to Canada. As for imports, they declined 11% compared to
1992 reaching USS 11 billion. 46% of the imported goods and services come from
United-States, 29% from Colombia and a small part is imported from Canada (2.2%).
International reserves also held steady at about US$ 12 billion at 1993 year end
udmdgruﬂybythermgoﬂ&donoftheammﬂdebtuﬂthemiamoqﬂuypdicy
adopted by the Banco Central de Venezuela. In other words, 1993 was characterized
byadowhgdmofudviﬁummcmmwmmdﬂnpom

The newly elected President, Dr. Rafael Caldera, assumed power on February
2, 1994. He heads the new political party Convergencia. Caldera won the Federal
clection with not quite 31% of the popular vote. At the present time, Caldera and his
Cabinet (mostly “technocrats”) are formulating new government economic and trade
policy and nominating key personal within each Ministry. It is therefore difficult to
predict the new policies and directions that Caldera will take. It is expected that by
the June/July time-frame the situation will become more clear. Certainly, early

» '
I



v 1991 and 2,91% in 1992. |
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Indications suggest a great emphasis ongovunmeﬁaumhynmebypmbibly leaving
most commercial opportunities in the private sector. Canadian companies having .

urgent business in Venezuela for the next three or four months are encouraged to
contact the undersigned for & quick politic-economic update. ,

2. HIGH-TECHNOLOGY SECTOR

Until 1991 the Telecommunications Industry was practically non-existent in
Venezuela, The National Telephone Company (CANTV) had a virtual monopoly and
depended mainly on a very limited pumber of foreign suppliers. Two companies:
Ericsson (Sweden) and Siemens (Germany), were the main suppliers. Both contime to
have a strong presence in the local ‘market,

The Venezuelan Government and the Ministry of Transport and :
Communications, opened the door to foreign investment in early 1991 when it sold
the rights to operate a celtular telephone system to an international consortium headed
wmmmvmm«m.smmmmmmwm -
growth. The communications sector accounted for 0,13% of GDP in 1990, 1,59% in

i

PO The Government privatized CANTV in 1991. An international consbrtium
headed by GTE paid the Venezuelan Government USS 1.9 billion for 40%ot. . . @
CANTV’omrulndopmﬂnzeomol‘ofmecm.muwome.-g-:
USS$ 510 million in 1992, the first year they operated the company, US$ 650 million
in 1993, and have programmed capital outlays of US$ 6 billion through the end of the
dmde.mhyobjecﬂvuofmemmmmmminlmwde:mmﬂonq{a:‘
national and international fibre-optics network; development of new services such as
mmmmmwmpmmmmommwpm :
system. { . N, : : o

: mpdvaﬁuﬂmofCANWmthebegimingof:mwmian:ehn-

" elecommunications. As s result, the National Telecommunications Commission
(CONATEL) was created by government decree on Sep. 18, 1991, as an autonomous
moftheMinimyofhmondeommiuﬂom.kwudaipedftqmua
nmmuemy.mmmdmmduﬁuhmmmmamof'
comudmhdiﬂaeﬂmunhﬁdwmdom.smmm Ses e
CONAmmmmmsqmmwmmwmm--
(CANTYV), private telephone systems, added value services, trunking systems, data

service networks, eelhﬂnt:lephonfsym,mdpubucmice'm.'
Among mobile communication services, CONATEL authorized two
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concessions: to Telcel C.A. and to the CANTV subsidiary Movilnet C.A., creating
the beginnings of competition in the lucrative cellular services industry. In 1993, the
investment in this sector reached US$ 300 million. Actually, Telcel and Movilnet
together total over 200,000 subscribers: around 85,000 (Movilnet) and 110,000
(Telcel). They expect to reach a total of 400,000 lines in 1995. This year, Telcel and
Movilnet foresee investment of US$ 10 million each to expand their coverage.
Movilnet wants to incorporate two new markets: Mérida (in the Andes) and Punto
Fijo (at the North West of the country). In addition, it wants to digitize the entire
system (Time Division Multiple Access, TDMA). Telcel, which has natioml covenige
phmwcmoudmmpmanmrht. e

Whhanthaementdevelopmcm.menlecommniuﬁomlnd\mryin
Venezuela has become one of great importance, inwhichbothlocdandforeizn
eompmwinﬂndgoodmmmnﬂal
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In 1993, theanhnlnfomﬁcsMuuyregmeredmuofvsszass S
million, which represents an increase of 15% compared to 1992, Over the years, the .-
computing business has grown in importance, and expanded considerably since 1990
when sales in the sector increased by 33%. From 1991 to 1993, thelndunrynlu
remained relatively stable around US$ 254 million per year.

. Theimpomuonofgood:rehwdmcompuﬂnghnalwayshadmlmpm L
place in the sector with an average of US$ 216 million worth of imports since 1989
76% of the imported equipment are PCs and the remainder mainframes and: -
components 80% of which come from U.S.A. The most important companies :-

dominating the Venezuelan market are North American: IBMwnhs‘ﬂ%lhm

o

Hewlett & Packard with 16%, Xerox with 15% and Datageneral with 12%. ‘rheura

ofhudwnrewmbevuyccmpedﬂveforCmdmeompmiu However, the area of
peﬂphanlequipmemandwaaﬂuabonldbedplored

On the other hand, mvmmwmwmmmmm-..;~
" Canadian suppliers. According to informed sources, there should be an increasing = -
- demand for software in Venszuela during the next few years. Companies, bothpﬂvnte"
and public, will have to commit to investment in software to modernize their
operation 80 it can cope with new commercial and industrial environments. Lately,
ththemadydevmnonofmelocdmncym-vhtheUS dollar and thus the
cost of imported software, we have seen an increasing number of local informatics
companies developing quality software, whmhisgrwnllymninxtheconﬂdemeof
local end-users. However, high tech software is an area were local software
companies are “still young" and where the Canadian companies could have £
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considerable acceptance. This area includes: the petroleum and petrochemical industry
(although sophisticated programs are already in use); the steel and aluminium

industries; environmental studies; mamufacturing industries;power and clectricity. Also (@)
of importance (but not in falling into the category of high technology), software

systams to modernize banking procedures; air transportation systems; programs

applicable to the postal system, public water works etc. These are some of the

important areas in which opportunities exist. iy

The Acrospace Technologies Industry depends mainly on the Ministry of
Transport and Communications (MTC). The MTC, through its Directions of Civil
Aeronautics and Engineering, selects cnd buys the necessary equipment for control
tower systems for all airports in Venezuela. The MTC is also responsible for the
personnel in charge of this equipment. Since March 1992, the MTC started ‘a process

~ - of decentralization of the airports, transferring their control to the States, while "~ -

Control equipment and personnel stays with the MTC. Once the sirports have been

transferred, each State can create an autonomous institute in charge of supervising
the facilities or it can privatize. In the second alternative, the chances for foreign

% Up to now, responaibility forsthe airports of Carabobo, Zalia, Nueva Esparta,

W.MMNWWWMW&MWSMM.

Among those airports, two International Airparts have been decentralized: La Chinita -

" Airport (Zulia) and the Santiago Marino Airport (Nueva Esparta). In the past, these ..

¥ 13 International Airports, which also handle domestic flights, were under the control of

the Instituto Auténomo de Aeropuertos Internacionales de Maiquetia (IAAIM) as well
as under the MTC. Venezuela has ten International Airports but only 6 have
: npmmmm:smwmmﬁwm).uwmmm.w
‘ Marino (Nueva Esparta), Barcelona ‘Airport (Anzodtegui), Valencia Airport'. g
(Canbobo)amnuqukmmonmm.maddmmwmﬂoﬂ:yofm
airports wi soon require new radar ‘approach systems, control tower equipment and
telecommumications systems. In most cases they are antiquated and uareliable. All
these airports have been in existence over 50 years. SR
! 1- ¢ . i

The infrastructure and the services of Suntiago Marino Airport bave been
givenwapnvmcomordtmcmed;cmpom.ucnhﬂnhnmobeen
thraughaprocmofpﬂvaﬂuﬂonbmformmomx,thhproemhm -
. fob

Beside the International Airports, there are approximatly 30 airports which |
| mwy.memcmnmgoﬁmonwmmecovmnnofm-;qmﬁ.
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Lara, Barinas and Tichira to decentralize their airports. Anzostegul Government has
already approved and published the law. The authorities of Anzoftegui are very
imuuwdmpﬂvaﬁzingmefacﬂlﬁaofme&mlommmmponm
. negotiations withtheunionuexuolyed. Eventually, the States of Lara and Monagas
hnvehdicmdsoudimexmmprlvammemlwotmckmmm.-,,
It is important to note that in March 1994, the MTC registered some 3,313
dmﬁﬂyhgmmghomﬂnmmy.wmthhmmberofphmhopmﬂon,om
mmummwmmmmmmm.mmmrmm'_,‘_.
internationally recognized companies active in the acronsutics sector that are present -
in Venezuela, Canadian Marconi has been represented in the country for the last three
years. ! i

§ e i Y inccini s : v

G mlocnmecmnialndumyuwdwbevuyprodncﬂvefotmym._.,.'I‘.'.'
showing constant growth (in sales and in employment) between 17% and 27%. .
Bowever.thenltiomloutputwuafﬁectedinl989-90.whenmemdepoucyof
-'opmingmmnmt'bemwbehnphmmd.mmmnmmlowmd 2,

‘

o midﬂ'lbl)'-mmztheulycnnyofexcdlemm"mm:ndﬁi-‘33-“-;'—';

'.L..,mwhichdmmmtrumm

consequently creating very strong competition for equipment fabricated in Venezuela,
Ancomquf.nce.mmv ) enterprises could not compete and closed their

£ i Oppommmuinﬂ:hlecwrmulecommumaﬂom.mm(ulk
conditioning machines), roadsigns system, transformers, electric conductors; and -
measuring/checking instruments. In 1993, Venezuela imported a total of USS$ 987.3

. million of electronic products. U.5.A. was the major supplier with 49% prrdath i

imports, followed by Japan with 11%. Canada has had little success in exporting - - .
§00ds in this sector in 1993, USSB.‘Smiuion.minlycomponennremedtq
telecommunications, Fee i

) 4 ’
~".". PRESENTED BY: ! % . Christine Cantin i

- g5y Commercial officer

: i Canadian Embassy

: Caracas, Venezuela i
i Tel.: (58-2) 951-6166
: © Fax: (58-2) 9514950 -
March 18, 1994 ;
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DOING BUSINESS IN VENEZUELA

TheexperlmcefortthonhAmdumenmhgmumrkctforthcﬂmﬁn{wmpmw
m.bequiteanewadvenwe.Bmimupncﬁcesmdcummmqmdiﬂcmmmdmmbe'
understood and often handled with a degree of patience and good will, Business is not achieved
ovemighundpcnomlconucumofzrwimpom.Manydmes,h'l'whoyouknawand
not what you know" which can result in success. Pressure selling is-definitely out, and Jooked -
down upon by the locals. 3

Canadian companies considering on doing business in Venezuela should follow some of
the following steps: gy 4

I.Quyanamiommrhtmﬁym.mddeminowhemumnmmmiauaw;pomﬂn
for selling a particular product or service. This will require some travel time and related .
cxpendmxm.butomydmughonmnpotvmnunmmevmmybeachhved.Azwd
loaleonnnﬁngﬁnnmyberequindfonmmdmnzdmmetmcy. :

mmhpommfmlzncompmhhaveh:dumfoomoMfmmyym.Mfonwmm
agoodlocdrep:umﬂn,a&mdhncompmmmmmwpmmmm-

3. Possibly consider a joint venture, depending upon the nature of the company's activities. If
mamm‘ﬁmumm.nmmﬁdummmmwmmm
ﬂm,mammbnmm,mmuipm.ummmmmw
(avengeofCDNSZSOmonthlyfonwo:lm).‘nhchbelmumofovmomlngpm
compeﬁﬂom&htheunmtheloalmmoﬁveinm:uy,cmmlmpomdmdumbled
here. In telecommunications, for example, the same situation could apply: disassembled telecom
memmmummmwum. e

4. Consider Venezuels as a stepping stone to doing business in the rest of South America, in .
which case establishing a "Latin American Branch" might be a good idea. Costs of operations
would be relatively cheaper, G S

S. Take into consideration the competition involving prices and financing, Japaness and
European firms are noted for coming in with a business proposition in one hand, and a financing
offer in the other, ‘“ 8 '

6. Look at the possibilities of participating more in local expositions, congresses, and seminars
mhwdmadvamedmhmlogy.eoodcommmxdz.mdendummbe;omemchm
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Gerente soporte pre-venta, Ulice Sumclh
COMWARE

Tel: 582-952-6433

FPax: 582-952-7659

Presidente, Pedro Escuer

TELECOMUNICACIONES Y CONTROLBS c A. ‘I'EDCON
Tel: 582-239-1655 f :
Fax: 5§82-239-1655 : e

Presidente Corporativo, Clemente Gooding .
GALACTICA
Tel: 582-242-2944
Fax: 582-242-5449

Presidente, Dr. EmeumAmyl % e |
INAYACA ; '
Tel: 582-239-0414/1996 . G e

t
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Fax: 582-234-3696 - n e fen N e

Gerente General, Francisco Galue
TNTEL o
Tel: 58-61-527766

Fax: 58-61-527768
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Gerente General, Ing. Borique Gémez -

GLOBAL NET, SISTEMAS GIDBALBS cE mmommcacxom b

Tel: 582-238-1953
Fax: 582-238-2177

Gerente General, Gaston Larrazabal !
NCC NETWORK SYSTBMS :
Tel: 582-921022 £l
Fax: 582-993-8530 = N

Ingeniero, Secundino Alvarez '

ALALBRESYCABLBSVENEZOLANOSCA.

Tel: 582-283-7555/7211 : L :

Fax: 582-283-7643 gt et
\

Gerente de Telecomunicaciones, Felix Ohep :

CFS TELECOMUNICACIONES B mFORMATICA

Tel: 582-926876

Fax: 582-925289
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Presidente, Cesar Lozano
EQUILAB C.A.

Tel: 582-239-3233

Fax: 582-239-5205

Rgpruennme Alberto Luzardo
RADIOCOMUNICACIONES CRUZ, C. A
Tel: 582-793-2322

Fax: 793-3429 f.
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